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PART I
INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTU S

Pursuant to the requirements of the Note toIRd Form S-8 and Rule 428(b)(1) of the Ruledemthe Securities Act
of 1933, as amended, the information required by IRE Form S-8 is incorporated by reference ia Reoffer Prospectus
which follows. The Reoffer Prospectus, togethehwlite documents incorporated by reference purgadtem 3 of Part |
of this Registration Statement, constitutes thdi@ed 0(a) Prospectus.

REOFFER PROSPECTUS

The material which follows, up to but not iding the pages beginning Part Il of this RegigiraStatement,
constitutes a prospectus prepared in accordanbelhetapplicable requirements of Part | of Form &8 General
Instruction C to Form S-8, to be used in connectiith resales of securities acquired under the fegit's 2008 Stock
Compensation Plan by affiliates of the Registrastdefined in Rule 405 under the Securities Ad9#3, as amended.
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REOFFER PROSPECTUS

4,000,000 SHARES
COMMON STOCK

LJ INTERNATIONAL INC.

2008 STOCK COMPENSATION PLAN

We are registering on behalf of our employeéfgers, directors and consultants up to 4,000 $ifares of our commi
stock purchasable by them pursuant to common stptiins granted under our 2008 Stock Compensatam Rs of this
date, 4,000,000 options were issued under thedPldrare currently outstanding.

This prospectus will be used by persons wkaoar “affiliates” to resell shares purchased @ntrunder the Plan. We
will receive no part of the proceeds of any sudbssalthough we will receive the exercise pricetiie stock options.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THE SECURITIES OR PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

No person is authorized to give any informatio to make any representation regarding the giesuwe are offering
and investors should not rely on any such inforamatirhe information provided in the prospectussi®fthis date only.

The date of this prospectus is July 30, 2010.



AVAILABLE INFORMATION

We are subject to the informational requiretaef the Securities Exchange Act of 1934, as amenas they apply ta
foreign private issuer, and we file reports andeothformation with the Securities and Exchange @dission. Copies of
such material can be obtained from the Public Refss Section of the Commission, 100 F Street, NMashington, D.C.
20549 at prescribed rates. The SEC maintains amitt site that contains reports, proxy and infdionastatements, and
other information regarding issuers that file alesically with the SEC. The address of that sitenisw.sec.gov

Our internet address_is www.ljintl.cofihe information contained on our website does notanstitute a part of this
prospectus Our common stock is traded on the Nasdaq Glolzak&t under the symbol “JADE.”

We furnish annual reports to our shareholddrish include audited financial statements. We fioagish such other
reports as may be authorized, from time to timegpimyboard of directors.

INCORPORATION BY REFERENCE

Certain documents have been incorporatedfleyerce into this prospectus, either in whole quant. We will provide
without charge to each person to whom a prospésslivered, upon written or oral request, (iopy of the information
that has been incorporated by reference (not iiroduelxhibits to the information unless such exBkibite specifically
incorporated by reference into the information) &) a copy of all documents and information riegd to be delivered
our employees pursuant to Rule 428(b). Requestsuidr information shall be addressed to us at tefriational Inc., Un
#12, 12/F, Block A, Focal Industrial Centre, 21 Maok Street, Hung Hom, Kowloon, Hong Kong, telepbof®11) 852-
2764-3622.
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INTRODUCTION

We are a vertically integrated company thaigtes, brands, markets, distributes and retaitngptete range of fine
jewelry. While we specialize in the colored jewetggment, we also offer hi-end pieces set in yellow gold, white golc
sterling silver and adorned with colored stoneapndinds, pearls and precious stones. Our proded iiicorporate all
major categories sought by major retailers, inclgdarrings, necklaces, pendants, rings and btacele

We believe that our vertically integrated stame provides significant advantages over our aitgrs. All profits from
value added processes are captured internallyerrdttan shared with third party manufacturers. Téssilts in very
competitive pricing for the retailer and enhancedfifs for us. Innovative processes in stone cgttind production furthe
enhance our competitive position.

We employ an international design team andfadlur designs and merchandising strategies aygriptary. The
exclusive and innovative concepts that we credts bfand potential.

We are located at Unit #12, 12/F, Block A, &dadustrial Centre, 21 Man Lok Street, Hung Hétawloon, Hong
Kong, telephone: 011-852-2764-3622.

RISK FACTORS

We depend upon one customer who accounted for aialgt 10% of our sales in 2009. We cannot be certaihat these
sales will continue; if not, our revenue will likey decline.

Although we sell to a large number of cust@rera variety of markets, two of our customershesarounts for at least
10% of our 2008 sales. For the fiscal years endszemBber 31, 2008 and 2009, these customers acddonte
approximately 11% and 11% of our 2008 sales and 4981 % of our 2009 sales. Each of these custasaraon-
affiliated third party and is not a related parfytlee Company or any of its subsidiaries. Althowggdhhave maintained go
and longstanding relationships with these custommegsio not have any long-term contract with eitbfehem and they
order only on a “purchase ordéyasis. The loss of either of these customers gréfisant reduction in their orders wot
have a materially adverse effect on our revenues.

We face significant competition from larger competiors in our wholesale and retail operations.

The making and distribution of jewelry is ghilly competitive industry characterized by the dsity and sophistication
of the product. We compete with major domestic iatetnational companies with substantially greéitencial, technical
and marketing resources and personnel than use Therbe no assurance that other jewelry makergatisimilarly
develop low-cost, high-volume production capabitityan even better process, providing greater cttigrefor us and
materially affecting our business prospects.
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There are numerous factors relating to the operatins of our business that could adversely affect owwuccess and
results.

As a maker and merchandiser of low-cost, ljghlity gem-set jewelry, our existing and futuregtions are and will
be influenced by several factors, including:

» technological developments in the mass productigeveelry

» our ability to meet the design and production regaents of our customers efficier

» the market acceptance of our and our custc’ jewelry

» increases in expenses associated with continues gedwi|

» our ability to control cos

e our manageme’s ability to evaluate the pul’s taste and new orders to target satisfactorytprafrgin:
» our capacity to develop and manage the introductfarew designed produ

e our ability to compet

Quality control is also essential to our ofieres since customers demand compliance with desigrproduct
specifications and consistency of production. Wiencd assure that revenue growth will occur on atgus or annual
basis.

Our production facilities are located in China. Ourresults of operations and financial condition maytherefore, be
influenced by the economic, political, legal and stal conditions in China.

Since 1978, the Chinese government has béamieg, and is expected to continue to reform,nats economic and
political systems. Such reforms have resultedgniicant social progress. Other political, econoiand social factors
could also lead to further readjustment of themafmeasures. This refinement and readjustment gsaoay not always
have a positive effect on our operations in Chitaimes, we may also be adversely affected by ghain policies of the
Chinese government such as changes in laws anthtiegs or their interpretation, the introductionagdlditional measures
to control inflation, changes in the rate or metbbtaxation and imposition of additional restricts on currency
conversion and remittances abroad.

Changes to PRC tax laws may adversely affect oumfancial condition and results of operations in théuture.

The National People’s Congress, the Chinegisl&ure, on March 16, 2007 passed a new enterfpri®me tax law,
which became effective on January 1, 2008. Thelaemapplies a uniform 25% enterprise income tag (4EIT”) to both
foreign invested enterprises and domestic entegriexcept that enterprises that were approved &stablished prior to
March 16, 2007 may continue to enjoy the applicgibéderential tax treatments until December 31, 2Eligible
companies are required to transition to the newrat& over a five-year period starting January0D&

4
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Under the New EIT Law, an enterprise establisbutside of China with “de facto management ts3diéthin China is
deemed to be considered as a “resident enterpneegining that it can be treated in a manner sirtolarChinese
enterprise for enterprise income tax purposes.ifipiementing rules of the New EIT Law define detfamanagement as

“substantial and overall management and control txeproduction and operations, personnel, acaoginand
properties” of the enterprise. Currently, no offidnterpretation or application of this new “resid enterprise”
classification is available and, therefore, itickear how tax authorities will determine tax residy based on the facts of
each case.

If the PRC tax authorities determine thatBritish Virgin Islands holding company is a “residenterprise” for PRC
enterprise income tax purposes, a number of unéd®PRC tax consequences could follow. First, \ag be subject to
enterprise income tax at a rate of 25% on our waidd taxable income as well as PRC enterprise irctax reporting
obligations. In our case, this would mean that R&®E source income would be subject to PRC enterprcome tax at a
rate of 25%, in comparison to no taxation in thaigr Virgin Islands. Second, under the New EIT Lamd its
implementing rules dividends paid to us from ouCPRIbsidiaries would be subject to a 10% withh@dircome tax.
Finally, if our British Virgin Islands holding corapy is deemed to be a PRC tax resident enterjris@% withholding te
shall be imposed on dividends we pay to our non-BR&eholders and with respect to gains derived fsar non-PRC
shareholders transferring our shares.

Our products are currently made at our production facility located in Shenzhen, China. However, our isurance
may not adequately cover any losses due to fire,aaalty or theft.

We have obtained fire, casualty and theftriasce covering several of our stock in trade, g@absmerchandise,
furniture and equipment and production facilitydhina. The proceeds of such insurance may notffieisnt to cover
material damage to, or the loss of, our produdiaility due to fire, severe weather, flood or athause, and such dam:
or loss would have a material adverse effect orfinancial condition, business and prospects. Goasi with the
customary practice among enterprises in China aedalthe cost in relation to the benefit, we dbazory any business
interruption insurance in China.

Sales of our jewelry at both the retail and wholeda levels are seasonally sensitive and are geneyadtrongest during
the quarter ending December 31 of each year due the importance of the holiday selling season.

Our retail sales are typically seasonally grei the fourth quarter and the first quarteea€h year due to high
spending of consumers during the Christmas andgSkibew Year holidays. Our wholesale sales aredifpigreater in
the third and fourth quarters of each year in gudtion of the Thanksgiving and Christmas holidays.

The success of our retail store expansion program iChina is dependent upon numerous factors over welh we have
limited control.

The future success of our ENZO retail stoneGhina is partially dependent upon general ecoo@anditions in Chini
competitive developments within the retail jewedgctor in China and consumer attitudes, includhranges in consumer
preferences for certain jewelry
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styles and materials. In addition, our retail exgdan program is also dependent upon a number tdrfacelating to our
stores, including the availability of property fease, the location of the mall or shopping certlre availability of
desirable locations within a mall, the terms ofks3 our relationship with major landlords, anddesign and maintenar
of our stores.

We rely on short-term financing from banks for our daily operation.

We rely on short-term borrowings as part af fmancing needs. If we fail to achieve timelylover, extension or
refinancing of our short-term debt, we may be uaablmeet our obligations in connection with defstice, accounts
payable and/or other liabilities when they become and payable. In addition, we may be exposeddages in interest
rates. If interest rates increase substantially results of operations could be adversely affected

Certain of our banking facilities that offérost-term borrowings are collateralized by propertbwned by our
Chairman, Yu Chuan Yih, and by his personal guagarif Mr. Yih withdraws the properties or his peral guarantee, tf
banking facilities may no longer remain availaldedse by us. In that event, our daily operationslal be adversely
affected.

We rely geographically on the US market for the majrity of our wholesale revenue.

Our wholesale business has been our majonoeveontributor and accounted for 54% of our taaenue for the fisc
year ended December 31, 2009. Geographically, Narthrica is a major market for our wholesale bussngnc
contributes 66% of our wholesale revenues. Accatgjrthe revenue of our wholesale business in tBenarket accounts
for 35% of our total revenue. Any continuing deeliof the US economy would adversely affect the dipgnpatterns of
the US consumers which would, in turn, adverselgcafour revenue and income from the region.

Our holding company structure creates restrictionson the payment of dividends.

We have no direct business operations, olfzar the ownership of our subsidiaries, of whichhaee control over the
operation policies including, among others, paynedémtividend. While we have no current intentiorpafying dividends,
should we, as a holding company, decide in thedéuin do so, our ability to pay dividends and nwkéer obligations
depends upon the receipt of dividends or other aysnfrom our operating subsidiaries and otherihg&land
investments. In addition, our operating subsidggiee subject to restrictions on their ability taka distributions to us,
including as a result of restrictive covenants amidimum net worth requirements in loan agreemeetrictions on the
conversion of local currency into US dollars oresthard currency and other regulatory restrictions.

As a “foreign private issuer”, we are not subject certain rules promulgated by Nasdaq that other Nsdag-listed
issuers are required to comply with.

Our shares of common stock are currentlydiste The Nasdag Global Market and, for so longueissecurities
continue to be listed, we will remain subject te thles and regulations established by Nasdaqcaybédi to listed
companies. As permitted under Nasdaq rules



Table of Contents

applicable to foreign private issuers, we haverdgteed not to comply with the following Nasdaq mule
» ourindependent directors do not hold regularleskcited meetings in executive ses

» the compensation of our executive officers is regednined by an independent committee of the boaly the
independent members of the board of directorspanEO may be present and participate in the eiltimns
concerning his compensat

» related party transactions are not required teebiwed or approved by our audit committee or oigependen
body of the board of directc

» we are not required to solicit shareholder approfatock plans, including those in which our offis or director.
may participate; stock issuances that will result change in control; the issuance of our stocklated party
transactions or other transactions in which we mesye 20% or more of our outstanding shares; toybmarket
issuances of 20% or more of our outstanding stiarasy persc

We may in the future determine to voluntadgbmply with one or more of the foregoing provisions

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 directors afticers are non-residents of the United Stated,al or substantial
portions of the assets of such nmasidents are located outside the United States. r&sult, it may not be possible to ef
service of process within the United States upah gersons. Moreover, there is doubt as to wheilleecourts of the
British Virgin Islands, China or Hong Kong wouldferce:

* judgments of United States courts against us, meactdrs or our officers based on the civil liatyilprovisions of
the securities laws of the United States or ang sta

» in original actions brought in the British Virgislands, China or Hong Kong, liabilities againsbusior-residents
based upon the securities laws of the United Statasy statt
Some information about us may be unavailable due texemptions under the Exchange Act for a foreign fwate
issuer.

We are a foreign private issuer within the nieg of the rules under the Exchange Act. As suehare exempt from
certain provisions applicable to United States datiogublic companies, including:

» the rules under the Exchange Act requiring thadilvith the Securities and Exchange Commissioruafterly
reports on Form 1-Q or current reports on Forn-K



Table of Contents

» the provisions of Regulation FD aimed at preventisgers from making selective disclosures of nidt
informatior

» the sections of the Exchange Act regulating thigigaion of proxies, consents or authorizationplaable to ¢
security registered under the Exchange

» the sections of the Exchange Act requiring insidefiie public reports of their stock ownershipdarading
activities and establishing insider liability forgfits realized from an*“shor-swinc” trading transactic

Because of these exemptions, investors arprogided with the same information which is geligravailable about
domestic public companies organized in the UnitedeS.

Since we are a British Virgin Islands company, theights of our shareholders may be more limited tharthose of
shareholders of a company organized in the Unitedt&es.

Under the laws of most jurisdictions in theitdd States, majority and controlling shareholdgnserally have certain
fiduciary responsibilities to the minority sharetils. Shareholder action must be taken in gookl, faitd actions by
controlling shareholders which are obviously unosable may be declared null and void. British Mirtglands law
protecting the interests of minority shareholdeey mot be as protective in all circumstances asative protecting
minority shareholders in US jurisdictions. In adzfit the circumstances in which a shareholder®¥bcompany may st
the company derivatively, and the procedures afehdes that may be available to the company, nsltriaa the rights ¢
shareholders of a BVI company being more limiteahtthose of shareholders of a company organizttityS.

Furthermore, our directors have the powealke tertain actions without shareholder approvathvtvould require
shareholder approval under the laws of most USdigiions. The directors of a BVI corporation, ®dbjin certain cases
court approval but without shareholder approvaly imgplement a reorganization, merger or consolagtthe sale of any
assets, property, part of the business, or seesifithe corporation. Our ability to amend our Meamdum of Associatic
and Articles of Association without shareholder rpl could have the effect of delaying, deterrimgoreventing a
change in our control without any further actiontbg shareholders, including a tender offer to Ipase our common stc
at a premium over then current market prices.

We may need to raise capital in the future. Such fuds may not be available on acceptable terms or atl, and,
without additional funds, we may not be able to exand our retail business in China.

We expect to expend significant resourcexgaed our retail business in China. We will req@inbstantial funds in
order to finance our retail distribution and funmkcating expenses. In addition to the funds requiveopen additional
retail locations, additional working capital wilkmeeded to operate these additional retail lotatime to longer sales and
collection cycles and high inventory levels reqdite support them. Without these funds, we maybeadble to meet our
goals. We may seek additional funding through gquitdebt financing or through collaborative arramgnts with
strategic partners.
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You should also be aware that in the future:

* We cannot be certain that additional capital wéllavailable on favorable terms, if at
* Any available additional financing may not be ad®guo meet our goals; ¢

» Any equity financing would result in dilution toostkholders

If we cannot raise additional funds when neealed on acceptable terms, we may not be ablddotikly execute our
growth strategy (including expanding the numbeowfretail stores in China), take advantage ofreibpportunities, or
respond to competitive pressures or unanticipaqdirements.

We are dependent on certain key personnel and theds of these key personnel could have a materiaheaise effect
on our business, financial condition and results abperations.

Our success is, to a certain extent, attriilattd the management, sales and marketing, andtap®l and technical
expertise of certain key personnel. Each of ourashexecutive officers, including our Chief Execat®fficer, Mr. Yu
Chuan Yih, performs key functions in the operatibour business. There can be no assurance thatlihee able to retai
these officers or that such personnel may not vecand/or accept competing offers of employmené Ioks of a
significant number of these employees could hammaterial adverse effect upon our business, findnoiadition, and
results of operations. We do not maintain key-nif@irisurance on any of our senior management.

Risks Related to Doing Business in the People’s Ragic of China

A substantial portion of our retail businepgm@tions are conducted entirely in the PeoplejsuBkc of China (“PRCJ.
Because China’s economy and its laws, regulatiodspalicies are different from those typically falim Western
countries and are continually changing, we wilkfaisks, including those summarized below.

We are subject to comprehensive regulatiothbyPRC legal system, which is uncertain. As altgsumay limit the
legal protections available to you and us and wg inod now be, or remain in the future, in compliandgth PRC laws an
regulations.

Our subsidiaries that own our production fée8 and retail stores in China are incorporatedien and are governed by
the laws of the PRC; a significant portion of opemtions are conducted in the PRC; and many ocfwppliers are
located in the PRC. The PRC government exercidestatial control over virtually every sector o tARRC economy,
including the production, distribution and saleoaf merchandise. We are required to obtain sewegaibership and
approval certificates from these government agsrinierder to continue to conduct our businessnvilg be required to
renew such memberships and to obtain approvaficatéis periodically. In order to operate under R&E, our PRC
subsidiaries require valid licenses, certificated permits, which must be renewed from time to titheve were to fail to
obtain the necessary renewals for any reason,dimgisudden or unexplained changes in local reguylgiractice, we
could be required to shut down all or part of opemtions temporarily or permanently.

9
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The legal and judicial systems in the PRCstiterudimentary. The laws governing our businegsrations are
sometimes vague and uncertain and enforcemenigifrexlaws is inconsistent. Thus, we can offelassurance that we
are, or will remain, in compliance with PRC lawslaegulations.

Anti-inflation measures could harm the economy gerrally and could harm our business.

The PRC government exercises significant cbotrer the PRC economy. In recent years, the PR@rgment has
instituted measures to curb the risk of inflatibhese measures have included monitoring the exehatg of the RMB,
restrictions on the availability of domestic creditd limited re-centralization of the approvalgess for some
international transactions. These measures mayuaceed in controlling inflation, or they may sltve economy below a
healthy growth rate and lead to economic stagnatiaecession; in the worst-case scenario, the iesgould slow the
economy without curbing inflation, causing “stagi/a.” The PRC government could adopt additionahsuges to further
combat inflation, including the establishment dterfreezes or moratoriums on certain projectsandactions. Such
measures could harm the economy generally andbutiusiness by limiting the income of our custmrerailable to
purchase our merchandise, by forcing us to loweipoofit margins, and by limiting our ability to t#in credit or other
financing to pursue our expansion plan or maint@inbusiness.

SELLING STOCKHOLDERS

This prospectus covers possible sales by xaoutive officers, directors, consultants and etygés of shares they
acquire through exercise of options granted unde2608 Stock Compensation Plan. The names offtilimtes who may
be Selling Stockholders from time to time are tistelow, along with the number of shares of comstork to be offered
for sale. The names of other affiliates who magioghares for resale in the future, along withrihaber of shares which
may be sold by each affiliate from time to timell We updated in supplements to this prospectug;wiill be filed with
the Commission in accordance with Rule 424(b) utiteiSecurities Act. All Selling Stockholders areeutive officers
and/or directors. The address of each Selling $der is the same as our address. All sharesl listow for sale
represent shares issuable upon exercise of ogiransed under the Plan.

10
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Maximum Number of Shares Which May

Name of Selling Stockholde Be Sold Upon Exercise of Optior
Yu Chuan Yit 900,00(
Ka Man AL 200,00(
Hon Tak Ringo N 200,00(
Xiang Xiong Den 40,00(

METHOD OF SALE

Sales of the shares offered by this prospetilbe made on The Nasdaq Global Market, whemecommon stock is
listed for trading, in other markets where our camrstock may be traded, or in negotiated transastiBales will
generally involve payment of customary brokers’ atissions by the Selling Stockholders. There is mezgnt plan of
distribution.

SEC POSITION REGARDING INDEMNIFICATION

Our Memorandum of Association and ArticlesAsEociation provide for indemnification of officessd directors,
among other things, in instances in which theydctegood faith and in a manner they reasonabligbed to be in, or not
opposed to, our best interests and in which, vagipect to criminal proceedings, they had no redderause to believe
their conduct was unlawful.

Insofar as indemnification for liabilities sirig under the Securities Act may be permittedutodirectors, officers or
persons controlling us under the provisions desdrébove, we have been informed that, in the opiafdahe
Commission, indemnification is against public pglas expressed in that Act and is therefore uneeédnie.

DESCRIPTION OF THE PLAN

Our board of directors and our shareholdeve la@lopted and approved the Plan. Options grantediant to the Plan
constitute either incentive stock options withie theaning of Section 422 of the Internal RevenugeQd 1986, as
amended (the Code), or options which constituteynalified options at the time of issuance of sugtioms. The Plan
provides that incentive stock options and/or nofified stock options may be granted to our offi¢elisectors, employee¢
and advisors selected by our Compensation Commatéatal of 4,000,000 shares of common stock athaized and
reserved for issuance under the Plan, subjectjtstacent to reflect changes in our capitalizatiothie case of a stock
split, stock dividend or similar event.

11
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The Plan is administered by our Compensatiom@ittee which has the sole authority to interghmetPlan and to mal
all determinations necessary or advisable for atering the Plan, including but not limited to:

» who shall be granted options under the F

» the term of each optic

» the number of shares covered by such of

» whether the option shall constitute an incentivéoopor a nonqualified optio
» the exercise price for the purchase of the sharesred by the optio

» the period during which the option may be exerg

» whether the right to purchase the number of sharesred by the option shall be fully vested onasme of the
option so that such shares may be purchased iatfathe time or whether the right to purchase sheines shall
become vested over a period of time so that suatesimay only be purchased in installments

» the time or times at which the options shall bentgd

Except in the case of disability or deathpption shall be exercisable after an optionee \stamiemployee ceases t
employed by the Company; provided, however, the @amation Committee has the right to extend theceseeperiod
following the date of termination of such optioreemployment. If an optionee’s employment is teateéd by reason of
death or disability, the Compensation Committee ewgnd the option term following the date of teration of the
optionee’s employment. Upon the exercise of théapthe exercise price must be paid in full eitimecash, shares of our
common stock or a combination.

If any option to purchase reserved shared sbbe exercised for any reason or if such optiopurchase shall
terminate as provided by the Plan, such sharedwmtage not been so purchased shall again becorilatdedor the
purposes of the Plan unless the Plan shall havetkeminated.

The provisions of the Federal Employee Retienincome Security Act of 1974 do not apply to Bten. Shares
issuable upon exercise of options will not be pasefl in open market transactions but will be isfyeds from
authorized shares. Shares issuable under the Riatensold in the open market, without restricti@ssfree trading
securities. There are no assets administered timel€ian and, accordingly, no investment infornmatsofurnished.

No options may be assigned, transferred, inguatted or pledged by the option holder exceptibiytie laws of
intestate succession or as permitted by the Coroniddo person may create a lien on any securitiger the Plan,
except by operation of law. However, there aregstrictions on the resale of the shares underlyiagptions.

The Plan will remain in effect until AugustB)18. Additional information concerning the Plaaynbe obtained from
us at our address and telephone number.
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APPLICABLE SECURITIES LAW RESTRICTIONS

If the optionee is deemed to be an “affiliat@s that term is defined under the Securities,Ale8 resale of the shares
purchased upon exercise of options covered herelyybm subject to certain restrictions and requirégsencluding
compliance with the provisions of Rule 144 promtéglaunder the Securities Act.

In addition to the requirements imposed bySkeurities Act, the antifraud provisions of theeBange Act and the rul
thereunder (including Rule 10b-5) are applicablartg sale of shares acquired pursuant to the Plan.

Up to 4,000,000 shares may be issued unddt?ltime We have authorized 100,000,000 shares offrmomstock, of
which 24,678,672 shares are outstanding as of MEscR010. Shares of common stock outstandingaacethose to be
issued upon exercise of options will be, fully paitt nonassessable, and each share of commoristrtikled to one
vote at all shareholders’ meetings. All sharesegpeal to each other with respect to lien rightgjitiation rights and
dividend rights. There are no preemptive rightpuochase additional shares by virtue of the feat #&hperson is one of @
shareholders. Shareholders do not have the rightrtwlate their votes for the election of directors

TAX CONSEQUENCES

We have been advised that the United Statesdeincome tax consequences of the Plan to ughangptionees, and
possible exercise of options granted under the, ldindepend upon future circumstances and possibinges in the tax
laws.The following summary discussion addresses certaldnited States federal income tax consequences oéth
Plan. This discussion does not address all of thax consequences that may be applicable to any partilar optionee
or to us. In addition, this discussion doegsot address foreign, state, or local taxes, nor @s it address federal taxes
other than federal income tax. This discussion isased upon applicable statutes, regulations, casena
administrative interpretations and judicial decisions in effect as of the date of this prospectus.

The income tax treatment of nonstatutory oysiis governed by ‘83 of the Code. This sectionda#lg provides that if
an option has a readily ascertainable fair marakteswhen granted, then the optionee must recogndieary income at
the time of grant but not at the time of exercisdisposal; if an option does not have a readibegainable fair market
value when granted, the optionee must recognizeangincome at the time of its exercise or dispo$the option but
not at the time of its grant. We will receive aresponding compensation deduction for the amowhtdied by the
optionee as income in the same year that the @g#iorcludes such amount as income. Consequentsthetha
nonstatutory option has a readily ascertainablenfarket value at grant will determine whetherghant or the exercise of
the nonstatutory option is the taxable event ferdptionee who rendered the services for whicloften was granted.
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No tax consequences result from the grantframancentive stock option or from the exercisewnfincentive stock
option by the employee. In addition, the employemegrally will not be allowed a business expenseidizh with respect
to an incentive stock option unless the employspdadies of the stock prior to the required holdiegaal. The employee
will be taxed at capital gain rates when he sétlsksacquired under an incentive stock option pteayided he has not
disposed of the stock for at least two years froendate the option was granted to him and he Hedslee stock itself at
least one year after the stock was transferreéhtolhthe foregoing holding period rules are natisfied, the gain that
would have been realized at the time the optionexascised is included as ordinary income in ther yé the
disqualifying sale. For this purpose, the gaingga to the lesser of (i) the fair market valuetaf stock on the date of
exercise over the option price of the stock, 9rtlie amount realized on disposition over the adgibasis of the stock.
The employer is allowed to deduct a correspondinguat as a business deduction at the same tinentployee is
required to recognize the ordinary income arisiogifthe early disposition.

Notwithstanding the preceding, when calcutatircome for alternative minimum tax purposes,fawerable tax
treatment of ‘421(a) is disregarded and the bargaithase element (that is, the spread betweerptien price and the
fair market value of the option stock at exercisfethe incentive stock option will be considerechagt of the taxpayer’s
alternative minimum taxable income.

LEGAL MATTERS

The validity of the shares offered hereby Wwélpassed on for us by Andrew N. Bernstein, B£&15 DTC Parkway,
Suite 520, Greenwood Village, Colorado 80111.

EXPERTS

Our audited consolidated financial statemastef December 31, 2009 and 2008 and for eacteofehrs in the three-
year period ended December 1, 2009, have beerpm@ied by reference in this prospectus in reliaqm the report ¢
Gruber & Company, LLC, independent registered mudticounting firm, incorporated by reference heraird upon the
authority of said firm as experts in accounting anditing.

Our future financial statements and reporsebn of Gruber & Company, LLC will also be incorgied by reference
in this prospectus in reliance upon the authorfitthat firm as experts in giving those reportstte éxtent said firm has
audited those financial statements and consentie tase of their reports thereon.
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PART II
INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

Item 3. Incorporation of Documents by Reference

The Registrant hereby incorporates by refexémthis Registration Statement the following doemts previously filed
with the Commission:

(a) The Registrant’s Annual Report on FormP2@r the fiscal year ended December 31, 2009ding its audited
financial statements for the years ended Decemhe2(®9 and 2008, together with the report of irthelent registered
public accounting firm) filed pursuant to the Exobea Act;

(b) Each of the Registrant’s following Reparts Form 6-K which have been filed since the défdiog of our Annual
Report on Form 20-F for the fiscal year ended Ddsard1, 2009 on March 25, 2010:

* Form ¢-K dated April 19, 201
» Form ¢-K dated April 26, 201
* Form ¢-K dated May 4, 201

* Form ¢-K dated May 10, 201
* Form ¢-K dated May 10, 201
* Form ¢-K dated May 10, 201
* Form ¢-K dated May 28, 201
* Form ¢-K dated July 29, 20:

(c) The Registrant’s definitive Proxy Statetnfen the Annual Meeting of Shareholders of the @any held
December 21, 2009;

(d) The description of the common stock teatdntained in the Registrant’s Registration Statgron Form 8-A under
the Exchange Act (File No. 0-29620) and its Regt&in Statement on Form F-1 under the SecuritiggRegistration
No. 33:-7912), including any amendments or reports filedtfie purpose of updating such descriptions; and

(e) All subsequent reports filed pursuantect®n 13(a) or 15(d) of the Exchange Act.

All documents, reports and definitive proxyimfiormation statements subsequently filed by tegiRrant pursuant to
Section 13(a), 13(c), 14 or 15(d) of the Exchangeaiter the date of this Registration Statemedtgior to the filing of .
post-effective amendment which indicates thatexdusities offered hereby have been sold or whickgisters all
securities then remaining unsold at the time ohsaroendment will be deemed to be incorporated feyerce into this
Registration Statement and to be a part hereof fremate of filing of such documents. Any statenoemtained in a
document incorporated or deemed to be incorpotatedference herein shall be deemed to be modifiediperseded for
purposes of this Registration Statement
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to the extent that a statement contained hereim amy other subsequently filed document which &sar is deemed to be
incorporated by reference herein modifies or siguEs such statement. Any such statement so modifisgperseded
shall not be deemed, except as so modified or sagded, to constitute a part of this Registrati@iedhent.

Item 4. Description of Securities
Not applicable.

Item 5. Interests of Named Experts and Counsel
Not applicable.

Item 6. Indemnification of Directors and Officers

As in most United States jurisdictions, thetabof directors of a British Virgin Islands compaa charged with the
management and affairs of the company, and sutgecty limitations to the contrary in the Memorandaf Association
of the Company, the Board of Directors is entrustétl the power to manage the business and afféittse Company. In
most United States jurisdictions, directors owaadiary duty to the company and its shareholdacduding a duty of
care, pursuant to which directors must properlyiapghemselves of all reasonably available infdioma and a duty of
loyalty, pursuant to which they must protect thieiests of the company and refrain from condudtitiyares the compar
or its shareholders or that deprives the compatritg shareholders of any profit or advantage. Mdnited States
jurisdictions have enacted various statutory pioas which permit the monetary liability of direcsdo be eliminated ¢
limited.

Under British Virgin Islands law, liability @& director to the company is basically limiteccéses of willful
malfeasance in the performance of his duties cases where the director has not acted honestlinagmbd faith and
with a view to the best interests of the companywelver, under its Memorandum of Association, then@any is
authorized to indemnify any person who is madénmdtened to be made a party to a legal or admatiist proceeding t
virtue of being a director, officer or liquidatof the Company, provided such person acted honastlyin good faith and
with a view to the best interests of the Company, amthe case of a criminal proceeding, such persa no reasonable
cause to believe that his conduct was unlawful. Campany’s Memorandum of Association also pernhigs€@ompany to
indemnify any director, officer or liquidator oféalCompany who was successful in any proceedingnsig@kpenses and
judgments, fines and amounts paid in settlementeasbnably incurred in connection with the proaggdvhere sucl
person met the standard of conduct described iprdeeding sentence.

The Company has provisions in its Memorandfitassociation that insure or indemnify, to the fektent allowed by
the laws of the Territory of the British Virgin &sids, directors, officers, employees, agents @opsrserving in similar
capacities in other enterprises at the requesteo€ompany.
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Item 7. Exemption from Registration Claimed

Not applicable.

Item 8. Exhibits
The following documents are filed as exhibatshis Registration Statement.

Exhibit
Numbe Description of Exhib
4.1 — 2008 Stock Compensation Plan of LJ Internationa
5.1 — Opinion of Andrew N. Bernstein, P.
23.1 — Consent of Gruber & Company, independent registpuddic accounting firt
23.2 — Consent of Andrew N. Bernstein, P.C. (includedsropinion filed as Exhibit 5.

Item 9. Undertakings
(a) Rule 415 Offerings.
The undersigned registrant hereby unllesta

(1) To file, during any period in whicKers or sales are being made, a post-effectivendment to this
registration statement:

(i) To include any prospectus regdiby section 10(a)(3) of the Securities Act 0f3;93

(i) To reflect in the prospectus/dacts or events arising after the effective ddtthe registration statement
(or the most recent post-effective amendment tligvatch, individually or in the aggregate, repnesa fundamental
change in the information set forth in the registrastatement. Notwithstanding the foregoing, ertyease or decrease
in volume of securities offered (if the total dollalue of securities offered would not exceed thiaich was registered)
and any deviation from the low or high end of teéreated maximum offering range may be reflectethanform of
prospectus filed with the Commission pursuant teeR24(b) if, in the aggregate, the changes inmeland price
represent no more than a 20 percent change indkigmam aggregate offering price set forth in thal@lation of
Registration Fee” table in the effective registmatstatement; and

(iii) To include any material infoation with respect to the plan of distribution potviously disclosed in the
registration statement or any material change ¢b guformation in the registration statement;
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provided, however, that paragraphs (a)(1)(i) an(L)éi) of this section do not apply if the infoation required to be
included in a post-effective amendment by thosagraphs is contained in reports filed with or fehdd to the
Commission by the registrant pursuant to sectioorlsection 15(d) of the Securities Exchange Act984 that are
incorporated by reference in the registration stata.

(2) That, for the purpose of determining aability under the Securities Act of 1933, eachlspost-effective
amendment shall be deemed to be a new regististatement relating to the securities offered timer@nd the offering
of such securities at that time shall be deemdsttihe initial bona fide offering thereof.

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

(4) [Intentionally omitted in accordance witlote (2) to Item 9 of Form S-8].
(5) That, for the purpose of determining lispiunder the Securities Act of 1933 to any pusdra
(i) If the registrant is relying on RU80B:

(A) Each prospectus filed by theistrgnt pursuant to Rule 424(b)(3) shall be deetodz part of the
registration statement as of the date the filedmeotus was deemed part of and included in thetragon statement;
and

(B) Each prospectus required toileel foursuant to Rule 424(b)(2), (b)(5), or (b)é8)part of a registration
statement in reliance on Rule 436B8ating to an offering made pursuant to Rule 4X%§&), (vii), or (x) for the purpos
of providing the information required by sectiond)0of the Securities Act of 1933 shall be deenoclokt part of and
included in the registration statement as of thibezaf the date such form of prospectus is firséd after effectiveness
or the date of the first contract of sale of sd@siin the offering described in the prospectuspfovided in Rule 430E
for liability purposes of the issuer and any persat is at that date an underwriter, such daté kbaleemed to be a
new effective date of the registration statemelatirey to the securities in the registration stagatto which that
prospectus relates, and the offering of such sesidt that time shall be deemed to be the irithala fide offering
thereof.Provided, however, that no statement made in a registration stateorgmospectus that is part of the
registration statement or made in a document irwratpd or deemed incorporated by reference intoeistration
statement or prospectus that is part of the registr statement will, as to a purchaser with a tiheontract of sale
prior to such effective date, supersede or modify statement that was made in the registratioerskant or prospectus
that was part of the registration statement or nia@ay such document immediately prior to suckete date; or

(ii) If the registrant is subject to R480C, each prospectus filed pursuant to Rule 42 Ipart of a registration
statement relating to an offering, other than tegfion statements relying on Rule 430B or othantprospectuses filed
in reliance on Rule 430A, shall
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be deemed to be part of and included in the registr statement as of the date it is first useer affectiveness.
Provided, however, that no statement made in a registration stateorgmospectus that is part of the registration
statement or made in a document incorporated aneééncorporated by reference into the registratiatement or
prospectus that is part of the registration statéml, as to a purchaser with a time of contrafcsale prior to such fir.
use, supersede or modify any statement that wae indtle registration statement or prospectusviiaatpart of the
registration statement or made in any such docuimengdiately prior to such date of first use.

(6) That, for the purpose of determining lidpiof the registrant under the Securities ActléB3 to any purchaser in
the initial distribution of the securities;

The undersigned registrant undertakesithea primary offering of securities of the undgned registrant
pursuant to this registration statement, regardiésise underwriting method used to sell the séiesrto the purchaser,
if the securities are offered or sold to such pasehn by means of any of the following communicatjahe undersigned
registrant will be a seller to the purchaser antllve considered to offer or sell such securit@such purchaser:

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

(i) Any free writing prospectus relatitmthe offering prepared by or on behalf of thdensigned registrant or
used or referred to by the undersigned registrant;

(iif) The portion of any other free wrigj prospectus relating to the offering containirefenal information about
the undersigned registrant or its securities predvidy or on behalf of the undersigned registrard; a

(iv) Any other communication that is dfeoin the offering made by the undersigned regigtto the purchaser.
(b) Filings Incorporating Subsequent Exchange Act dcuments by reference.

The undersigned registrant hereby undertdiasfor purposes of determining any liability untiee Securities Act
of 1933, each filing of the registrant’'s annualaggursuant to section 13(a) or section 15(dhef$ecurities Exchange
Act of 1934 that is incorporated by reference i tgistration statement shall be deemed to bevaegistration
statement relating to the securities offered timer@mnd the offering of such securities at that téhell be deemed to be
the initial bona fide offering thereof.

(c) Request for acceleration of effective date.

Insofar as indemnification for liabilities sing under the Securities Act of 1933 may be peeahito directors,
officers and controlling persons of the registiamtsuant to the foregoing provisions, or otherwise,registrant has
been advised that in the opinion of the Securdie$ Exchange Commission such indemnification isnag@ublic
policy as expressed in the
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Securities Act of 1933 and is, therefore, unenfaibde In the event that a claim for indemnificataarainst such
liabilities (other than the payment by the registraf expenses incurred or paid by a directorceffior controlling
person of the registrant in the successful defefaay action, suit or proceeding) is assertedumh glirector, officer or
controlling person in connection with the secusitieing registered, the registrant will, unlesghaopinion of its
counsel the matter has been settled by contrgtiiegedent, submit to a court of appropriate jucigoin the question
whether such indemnification by it is against palpiolicy as expressed in the Securities Act of 1833 will be
governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Secut@f 1933, the Registrant certifies that it heasonable grounds to
believe that it meets all of the requirements fiarg on Form S-8 and has duly caused this Redistré&statement or
amendment thereto to be signed on its behalf byldersigned, thereunto duly authorized, in Hongd<on July 30,
2010.

LJ INTERNATIONAL INC.
By: /s/ YU CHUAN YIH

Yu Chuan Yih
Chairman and Preside

Pursuant to the requirements of the Securt@of 1933, this Registration Statement oramentrtieereto has been
signed by the following persons in the capacitied @n the dates indicated.

Signatur Title Date
/s/ YU CHUAN YIH President, Chief Executive Officer and Chairma 7/30/1(
Yu Chuan Yih the Board of Directors (Principal Executive Offiger
/sl KA MAN AU Chief Operating Officer, Secretary and Direc 7/30/1(
Ka Man Au
/s HON TAK RINGO NG Chief Financial Officer and Director (Princig 7/30/1(
Hon Tak Ringo N¢ Financial and Accounting Officer)
/s/ XIANG XIONG DENG Director 7/30/1(
Xiang Xiong Denc
/s! JIIN WANG Director 7/30/1(
Jin Wang
/s JIEYUN YU Director 7/30/1(
Jieyun Yu
/s ANDREW N. BERNSTEIN Authorized Representative in the United Sti 7/30/1(

Andrew N. Bernsteil
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2008 STOCK COMPENSATION PLAN
OF
LJINTERNATIONAL INC.

1. Purpose of Plaithis 2008 Stock Compensation Plan (“Plan”) isred to encourage ownership of the common
stock ofLJ INTERNATIONAL INC., a British Virgin Islands international businessrpany, (“Company”py certair
officers, directors, employees and advisors ofGbempany or any Subsidiary or Subsidiaries of themm@any (as
hereinafter defined) in order to provide additioimalentive for such persons to promote the sucaedshe business of
the Company or its Subsidiaries and to encouraga tio remain in the employ of the Company or itbstdiaries by
providing such persons an opportunity to benedfitrfrany appreciation of the common stock of the Camyghrough
the issuance of stock options to such personsdordance with the terms of the Plan. It is furtimended that options
granted pursuant to this Plan shall constituteseitiicentive stock options (“Incentive Options”)thin the meaning of
Section 422 (formerly Section 422A) of the InterRalvenue Code of 1986, as amended (“Code”), oopptivhich do
not constitute Incentive Options (“Nonqualified @pis”) as determined by the Committee (as hereinafteneéfiat th
time of issuance of such options. Incentive Optiand Nonqualified Options are herein sometimesmedieto
collectively as “Options.” As used herein, the te8absidiary or Subsidiaries shall mean any corpmrdbther than the
employer corporation) in an unbroken chain of coaions beginning with the employer corporatioraifthe time of
granting of the Option, each of the corporatiorfeothan the last corporation in the unbroken cbains stock
possessing fifty
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percent (50%) or more of the total combined vopwogver of all classes of stock in one of the otlaporations in such
chain.

2._Stock Subject to the PléBubject to adjustment as provided in Section Y2dfethere will be reserved for the use
upon the exercise of Options to be granted frone tisntime under the Plan, an aggregate of foutiani4,000,000)
shares of the common stock, $.01 par value, o€thrapany (“Common Stock”), which shares in wholéngpart shall
be authorized, but unissued, shares of the Comrtamk $r issued shares of Common Stock which slelétbeen
reacquired by the Company as determined from tortarte by the Board of Directors of the Companydaid of
Directors”). To determine the number of shares of Common Stealladle at any time for the granting of Optiongler
the Plan, there shall be deducted from the totalber of reserved shares of Common Stock, the nuoflsares of
Common Stock in respect of which Options have lgFanted pursuant to the Plan which remain outstandi which
have been exercised. If and to the extent thatCgption to purchase reserved shares shall not breisgd by the
optionee for any reason or if such Option to pusehshall terminate as provided herein, such sheénah have not
been so purchased hereunder shall again beconaldedor the purposes of the Plan unless the ghail have been
terminated, but such unpurchased shares shallendé®med to increase the aggregate number of Speeified above
to be reserved for purposes of the Plan (subjeatijiostment as provided in Section 12 hereof).

3. Administration of the Plan.

(a) Generallhe Plan shall be administered by the full BodrBioectors or by a Compensation Committee
(“Committee”) appointed by the Board of Directom)ich
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Committee shall consist solely of not less than &onon-employee Directors. All references in thian to the
Committee shall be deemed to refer instead touh@&®bard of Directors at any time there is notanenittee qualified t
act hereunder. The Board of Directors may from timéme appoint members of the Committee in stigtidin for or in
addition to members previously appointed and miaydcancies, however caused, in the CommittethdfBoard of
Directors does not designate a Chairman of the Gtteanthe Committee shall select one of its membsrits
Chairman. The Committee shall hold its meetingsuah times and places at it shall deem advisableajdrity of its
members shall constitute a quorum. Any action ef@lemmittee shall be taken by a majority vote ®hiembers at a
meeting at which a quorum is present. Notwithstagdhe preceding, any action of the Committee meataken withot
a meeting by a written consent signed by all ofrtfegnbers, and any action so taken shall be deentigé$ effective
as if it had been taken by a vote of the membersgmt in person at the meeting duly called and figld Committee
may appoint a Secretary, shall keep minutes ohéstings, and shall make such rules and regulatiwrise conduct of
its business at it shall deem advisable.

The Committee shall have the sole authority power, subject to the express provisions anddimns of the Plan,
to construe the Plan and option agreements gréetedinder, and to adopt, prescribe, amend, anthdesdes and
regulations relating to the Plan, and to make etitdninations necessary or advisable for adminmigtehe Plan,
including, but not limited to, (i) who shall be gtad Options under the Plan, (ii) the term of e@glion, (iii) the
number of shares covered by such Option, (iv) wéretimee Option shall constitute an Incentive Optio Nonqualified
Option, (v) the exercise price for the purchasthefshares of the Common Stock
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covered by the Option, (vi) the period during whibk Option may be exercised, (vii) whether thétig purchase the
number of shares covered by the Option shall bg ¥felsted on issuance of the Option so that suahesimay be
purchased in full at one time or whether the righburchase such shares shall become vested pegioa of time so
that such shares may only be purchased in instatnand (viii) the time or times at which Optistsll be granted.
The Committee’s determinations under the Planutiog the above enumerated determinations, neeldenahiform
and may be made by it selectively among the peratiasreceive, or are eligible to receive, Optionger the Plan,
whether or not such persons are similarly situated.

The interpretation by the Committee of anyvBimn of the Plan or of any option agreement esténto hereunder
with respect to any Incentive Option shall be inaadance with Section 422 of the Code and the adiguis issued
thereunder, as such section or regulations mayrtemded from time to time, in order that the rigiv@nted hereunder
and under said option agreements shall constitatehtive Stock Options” within the meaning of ssettion. The
interpretation and construction by the Committearof provision of the Plan or of any Option grarntedeunder shall
be final and conclusive, unless otherwise deterchimethe Board of Directors. No member of the Baafr®irectors or
the Committee shall be liable for any action oedetination made in good faith with respect to tlenRr any Option
granted under it. Upon issuing an Option undeiRtiaa, the Committee shall report to the Board @&Etors the name
of the person granted the Option, whether the @ps@n Incentive Option or a Nonqualified Optitme number of
shares of Common Stock covered by the Option, la@derms and conditions of such Option.
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(b)_ Changes in Law Applicabléthe laws relating to Incentive Options or Noatified Options are changed,
altered or amended during the term of the PlanBtiead of Directors shall have full authority anolngr to alter or
amend the Plan with respect to Incentive Optionsanqualified Options, respectively, to conformstech changes in
the law, unless the changes require shareholdeoagp

4. Type of Awards Under the Pl: Awards under the Plan shall be in the form of Gt
5. Persons to Whom Options Shall Be Grar

(a) Nonqualified Optionslonqualified Options shall be granted only to e#fis, directors, employees and
advisors of the Company or a Subsidiary who, injtldgment of the Committee, are responsible faramtribute to the
management or success of the Company or a Sulysadidrwho, at the time of the granting of the Naaiifjied
Options, are either officers, directors, employaeadvisors of the Company or a Subsidiary.

(b)_Incentive Option#ncentive Options shall be granted only to empésyef the Company or a Subsidiary who,
in the judgment of the Committee, are responsitef contribute to the management or successeoCtimpany or a
Subsidiary and who, at the time of the grantinghefincentive Option are an employee of eithetGbepany or a
Subsidiary pursuant to an effective employmentement. Subject to the provisions of Section 8(ggbk no
individual shall be granted an Incentive Option wimemediately before such Incentive Option was tgdnwould own
more than ten percent (10%) of the total combingtthg power or value of all classes of stock of @@mpany (“10%
Shareholder”).
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6._Factors to Be Considered in Granting Otitmmaking any determination as to persons to wkiptions shall b
granted and as to the number of shares to be abbgrsuch Options, the Committee shall take intoaaot the duties
and responsibilities of the respective officersediors, employees, or advisors, their currentgotdntial contributions
to the success of the Company or a Subsidiarysaol other factors as the Committee shall deemasten
connection with accomplishing the purpose of ttenPI

7._Time of Granting Optiondleither anything contained in the Plan or in a@gotution adopted or to be adopted by
the Board of Directors or the Shareholders of thenffany or a Subsidiary nor any action taken byGbmmittee shall
constitute the granting of any Option. The grantifign Option shall be effected only when a writtption Agreemer
acceptable in form and substance to the Commatdgect to the terms and conditions hereof inclgdirose set forth
Section 8 hereof, shall have been duly executeddatidered by or on behalf of the Company and #¥s@n to whom
such Option shall be granted. No person shall bayerights under the Plan until such time, if aaya written Option
Agreement shall have been duly executed and delivas set forth in this Section 7.

8._Terms and Conditions of Optiordl Options granted pursuant to this Plan musgtsnted within ten (10) years
from the date the Plan is adopted by the Boardiagdibrs of the Company. Each Option Agreement guxg an
Option granted hereunder shall be subject to at kb& following terms and conditions, and shalita; such other
terms and conditions, not inconsistent therewitat the Committee shall deem appropriate:

(a) Number of Shardsach Option shall state the number of shares afr@on Stock which it represents.
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(b)_Type of OptiorEach Option shall state whether it is intendedg@n Incentive Option or a Nonqualified
Option.

(c)_Option Period.

(1) Generaktach Option shall state the date upon whichgtated. Each Option shall be exercisable in
whole or in part during such period as is providader the terms of the Option subject to any vggtieriod set forth in
the Option, but in no event shall an Option be eisable either in whole or in part after the extiina of ten (10) years
from the date of grant; provided, however, if acdntive Option is granted to a 10% Shareholdeh sucentive Optior
shall not be exercisable more than five (5) yeamnfthe date of grant thereof.

(2) Termination of Employmeimixcept as otherwise provided in case of Disabfhty hereinafter defined),
death or Change of Control (as hereinafter defineaOption shall be exercisable after an optiomke is an employee
of the Company or a Subsidiary ceases to be emgloy¢he Company or a Subsidiary as an employesijged,
however, that the Committee shall have the riglitisisole discretion, but not the obligation, téesxd the exercise
period following the date of termination of suchiopee’s employment; provided further, howevert ti@Option shall
be exercisable after the expiration of ten (10yyé@m the date it is granted and provided furtherincentive Option
granted to a 10% Shareholder shall be exercisdiglethe expiration of five (5) years from the ddtis granted.

(3) Cessation of Service as DirectoAdvisor.Except as otherwise provided in case of Disabitisath or
Change of Control, no Option shall be exercisafier an optionee who was a director or advisohef€ompany or a
Subsidiary ceases to be a director or advisore@fdbmpany or a Subsidiary; provided, however, ttiaiCommittee
shall have the
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right in its sole discretion, but not the obligatido extend the exercise period following the dateh optionee ceases to
be a director or advisor of the Company or a Suésidprovided further, however, that no Optionlsha exercisable
after the expiration of ten (10) years from theedats granted.

(4) Disabilitylf an optionee’s employment is terminated by reasithe permanent and total Disability of
such optionee or if an optionee who is a directadyvisor of the Company or a Subsidiary ceasesitee as a director
or advisor by reason of the permanent and totailisy of such optionee, the Committee shall htheeright in its sole
discretion, but not the obligation, to extend tRereise period following the date of terminationtioé optionee’s
employment or the date such optionee ceases talivector or advisor of the Company or a Subsidiasythe case may
be, subject to the condition that no Option shalkkercisable after the expiration of ten (10) gdam the date it is
granted and subject to the further condition tlaintentive Option granted to a 10% Shareholdelt braexercisable
after the expiration of five (5) years from thealdtis granted. For purposes of this Plan, the tédisability” shall
mean the inability of the optionee to fulfill suoptionee’s obligations to the Company or a Subsjdig reason of any
physical or mental impairment which can be expetda@sult in death or which has lasted or canXdpeeted to last for
a continuous period of not less than twelve (12hthe as determined by a physician acceptable t€tmemittee in its
sole discretion.

(5) DeatHf an optionee dies while in the employ of the Qamy or a Subsidiary, or while serving as a
director or advisor of the Company or a Subsidiand shall not have fully exercised Options grameduant to the
Plan, such Options may be exercised in
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whole or in part at any time within one (1) yeaeathe optionee’s death, by the executors or adindttors of the
optionee’s estate or by any person or persons Whiblsave acquired the Options directly from théapee by bequest
or inheritance, but only to the extent that theapte was entitled to exercise such Option at #te df such optionee’s
death, subject to the condition that no Optionidtmlexercisable after the expiration of ten (1€ang from the date it is
granted and subject to the further condition tlmatntentive Option granted to a 10% Shareholdelt beeexercisable
after the expiration of five (5) years from thealitis granted.

(6) Acceleration and Exercise Updra@ge of ControlNotwithstanding the preceding provisions of this
Section 8(c), if any Option granted under the Rleovides for either (a) an incremental vesting geswhereby such
Option may only be exercised in installments a®sncremental vesting period is satisfied or (ledayed vesting
period whereby such Option may only be exerciseet #fie lapse of a specified period of time, suchfter the
expiration of one (1) year, such vesting periodidf@accelerated upon the occurrence of a Chah@ewmtrol (as
hereinafter defined) of the Company, or a threatebieange of Control of the Company as determinethéy
Committee, so that such Option shall thereupon ibecexercisable immediately in part or its entitepythe holder
thereof, as such holder shall elect. For the p@pa$ this Plan, a “Change of Contrshall be deemed to have occur
if:

(i) Any “person”, including @toup” as determined in accordance with Section{3] of the Securities
Exchange Act of 1934 (“Exchange Act”) and the Rulad Regulations promulgated thereunder, is orhespthrough
one or a series of related transactions or thraunghor more intermediaries, the beneficial ownegectly or
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indirectly, of securities of the Company represan®5% or more of the combined voting power of@wenpany’s then
outstanding securities, other than a person wkadh a beneficial owner on the effective date efRlan and any
affiliate of such person;

(ii) As a result of, or in cagation with, any tender offer or exchange offerrgee or other business
combination, sale of assets or contested eleatioany combination of the foregoing transactiorigghsaction”), the
persons who were Directors of the Company befaeltlansaction shall cease to constitute a majofitite Board of
Directors of the Company or any successor to thafgamy;

(iii) Following the effectiveate of the Plan, the Company is merged or condelidith another
corporation and as a result of such merger or dintagion less than 40% of the outstanding votingusigies of the
surviving or resulting corporation shall then bened in the aggregate by the former stockholdetkeCompany, oth:
than (x) any party to such merger or consolidatwr(y) any affiliates of any such party;

(iv) A tender offer or exchangféer is made and consummated for the ownershgeotrities of the
Company representing 25% or more of the combing¢idg@ower of the Company’s then outstanding vosegurities;
or

(v) The Company transfers mbian 50% of its assets, or the last of a serid¢saogfers results in the
transfer of more than 50% of the assets of the Gmwypo another corporation that is not a whalyned corporation «
the Company. For purposes of this subsection §(@)(@he determination of what constitutes moth0% of the
assets of the Company shall be determined bas#dtemum of the values attributed to (i) the Company

Page 10



real property as determined by an independent egabthereof, and (ii) the net book value of a@tassets of the
Company, each taken as of the date of the Trawsaictvolved.

In addition, upon a Change of Control, anyi@ys previously granted under the Plan to the exiehalready
exercised may be exercised in whole or in pareeitimmediately or at any time during the term @& @ption as such
holder shall elect.

(d)_Option Prices.

(1) Nonqualified Option$he purchase price or prices of the shares o€dramon Stock which shall be
offered to any person under the Plan and coveradMgnqualified Option shall be the price deterrdibg the
Committee at the time of granting of the NonquatifOption, which price may be less than, equal greater than one
hundred percent (100%) of the fair market valuthefCommon Stock at the time of granting the Nofified Option.

(2) Incentive Option$he purchase price or prices of the shares o€tiramon Stock which shall be offered
to any person under the Plan and covered by amtiweeOption shall be the price determined by tloen@ittee at the
time of granting of the Incentive Option, whichg&imay be less than, equal to or greater than ondréd percent
(100%) of the fair market value of the Common Statkhe time of granting the Incentive Option; pded, however, i
an Incentive Option is granted to a 10% Sharehpttierpurchase price of the shares of the CommackSif the
Company covered by such Incentive Option may ndesgthan one hundred ten percent (110%) of ithentarket
value of such shares on the day the Incentive @sigranted.
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(3) Determination of Fair Market el During such time as the Common Stock of the Comjignot listed
upon an established stock exchange, the fair magteé per share shall be deemed to be the clasihgrice of the
Common Stock on The Nasdaq Stock Market, Inc. (tfdg%) on the day the Option is granted, as reported tsdii, i
the Common Stock is so quoted, and if not so qudkedaverage of the “bid” and “ask” prices of &@mmon Stock on
the Electronic Bulletin Board on the day the Opti®granted, as reported by the National AssociatifoSecurities
Dealers, Inc. If the Common Stock is listed uporeatablished stock exchange or exchanges, sucméalket value
shall be deemed to be the closing price of the Com8tock on such stock exchange or exchanges ataththe
Option is granted or, if no sale of the Common kiicthe Company shall have been made on an eseblistock
exchange on such day, on the next preceding dayharh there was a sale of such stock. If thereignarket price for
the Common Stock, then the Board of Directors ardGommittee may, after taking all relevant fants iconsideratiol
determine the fair market value of the Common Stock

(e) Exercise of Option§o the extent that a holder of an Option has seatiright to exercise, the Option may be
exercised from time to time by written notice te iompany at its principal place of business. Suntlte shall state tl
election to exercise the Option, the number of wslares in respect of which it is being exercishdll be signed by
the person or persons so exercising the Optionshalli contain any investment representation reglury Section 8(i)
hereof. Such notice shall be accompanied by paywofehe full purchase price of such shares andhbyQption
Agreement evidencing the Option. In addition, & ption shall be exercised, pursuant to Sectio)(4) or Section 8
(c)(5) hereof, by any
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person or persons other than the optionee, suatersitall also be accompanied by appropriate pbtfe right of suc
person or persons to exercise the Option. The Coynglaall deliver a certificate or certificates regenting such shares
as soon as practicable after the aforesaid notidgpayment of such shares shall be received. Tiiécse or
certificates for the shares as to which the Opsgiagll have been so exercised shall be registerdetiname of the
person or persons so exercising the Option. Iretleat the Option shall not be exercised in fulk, 8ecretary of the
Company shall endorse or cause to be endorseceddption Agreement the number of shares which bas lbxercise
thereunder and the number of shares that remaérsisable under the Option and return such Optigreément to the
holder thereof.

(f)_Nontransferability of Optioné&in Option granted pursuant to the Plan shall lr@sable only by the optionee
or the optionee’s court appointed guardian asaét fn Section 8(c)(4) hereof during the optiorsdéetime and shall
not be assignable or transferable by the optiotieerwise than by Will, the laws of descent andritistion, or as
permitted by the rules and regulations of the Sdesrand Exchange Commission. An Option grantedymnt to the
Plan shall not be assigned, pledged or hypothedataay way (whether by operation of law or othesavother than by
Will, the laws of descent and distribution, or &smitted by the rules and regulations of the Séiesrand Exchange
Commission) and shall not be subject to executittachment, or similar process. Any attempted feanassignment,
pledge, hypothecation, or other disposition of @pfion or of any rights granted thereunder conttarghe foregoing
provisions of this Section 8(f), or the levy of aayachment or similar process upon an Option oh sights, shall be
null and void.
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(g)_Limitations on 10% Shareholde¥a Incentive Option may be granted under the Rlaany 10% Shareholder
unless (i) such Incentive Option is granted at jgiioo price not less than one hundred ten perdel@i%) of the fair
market value of the shares on the day the Ince@i#on is granted and (ii) such Incentive Optiapiees on a date not
later than five (5) years from the date the Incen®ption is granted.

(h)_Compliance with Securities Law$ie Plan and the grant and exercise of the righpsirchase shares
hereunder, and the Company’s obligations to selldaiiver shares upon the exercise of rights tehmase shares, shall
be subject to all applicable federal, foreign atadeslaws, rules and regulations, and to such apisdy any regulatory
or governmental agency as may, in the opinion ahesel for the Company, be required, and shall laéssubject to all
applicable rules and regulations of any stock emgkaipon which the Common Stock of the Company thery be
listed. At the time of exercise of any Option, @empany may require the optionee to execute anyrdeats or take
any action which may then be necessary to comply thie Securities Act of 1933, as amended (“Sdesract”), and
the rules and regulations promulgated thereundemy other applicable federal or state laws reqmdahe sale and
issuance of securities, and the Company maydééms necessary, include provisions in the stotikropgreements to
assure such compliance. The Company may, fromttrtiene, change its requirements with respect foremg
compliance with federal and state securities lamedyuding the request for and enforcement of Isttd#rinvestment
intent, such requirements to be determined by tragany in its judgment as necessary to assure ¢amepl with said
laws. Such changes may be made with respect tpantigular Option or stock issued upon exerciseetbie Without
limiting the generality of the foregoing, if the
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Common Stock issuable upon exercise of an Optiantgd under the Plan is not registered under therlies Act, the
Company at the time of exercise may require tharégistered owner execute and deliver an invegtregnesentation
agreement to the Company in form acceptable t€trapany and its counsel, and the Company may pldegend on
the certificate evidencing such Common Stock retstig the transfer thereof, which legend shall biessantially as
follows:

THE SHARES OF COMMON STOCK REPRESENTED BY THIS CHRICATE HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMBED, OR ANY APPLICABLE STATE
SECURITIES LAW BUT HAVE BEEN ACQUIRED FOR THE PRIVRE INVESTMENT OF THE HOLDER
HEREOF AND MAY NOT BE OFFERED, SOLD OR TRANSFERREINTIL EITHER (i) A
REGISTRATION STATEMENT UNDER SUCH SECURITIES ACT G®RUCH APPLICABLE STATE
SECURITIES LAWS SHALL HAVE BECOME EFFECTIVE WITH REARD THERETO, OR (ii) THE
COMPANY SHALL HAVE RECEIVED AN OPINION OF COUNSEL ECEPTABLE TO THE COMPANY
AND ITS COUNSEL THAT REGISTRATION UNDER SUCH SECURES ACT OR SUCH APPLICABLE
STATE SECURITIES LAWS IS NOT REQUIRED IN CONNECTIOWITH SUCH PROPOSED OFFER,
SALE OR TRANSFER.

(i)_Additional ProvisionsThe Option Agreement authorized under the Plail sbatain such other provisions as
the Committee shall deem advisable, including, aitHimitation, restrictions upon the exerciselté Option. Any suc
Option Agreement with respect to an Incentive Qpsball contain such limitations and restrictiopsmi the exercise
the Incentive Option as shall be necessary in dfggrthe Option will be an “Incentive Stock Optias defined in
Section 422 of the Code.
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9. Medium and Time of Paymeiite purchase price of the shares of the CommarkSte to which the Option shi
be exercised shall be paid in full either (i) irsleaat the time of exercise of the Option, (ii) bpdering to the Company
shares of the Company’s Common Stock having araiket value (as of the date of receipt of sucheshby the
Company) equal to the purchase price for the nurobshares of Common Stock purchased, or (iii)lpantcash and
partly in shares of the Company’s Common Stockealat fair market value as of the date of receiguch shares by
the Company. Cash payment for the shares of then@amStock purchased upon exercise of the Optiolhlshan the
form of either a cashier’s check, certified checknmney order. Personal checks may be submittadyiliunot be
considered as payment for the shares of the Con8tawrk purchased and no certificate for such shailebe issued
until the personal check clears in normal bankingnnels. If a personal check is not paid upon ptesent by the
Company, then the attempted exercise of the Optibhitoe null and void. In the event the optionenders shares of the
Companys Common Stock in full or partial payment for timeuses being purchased pursuant to the Option hidues o
Common Stock so tendered shall be accompaniedilgyeikecuted stock powers endorsed in favor ofGbenpany witt
the signature on such stock power being guarantead.optionee tenders shares, such optionee a&sssate and full
responsibility for the tax consequences, if anysuoh optionee arising therefrom, including thesgale application of
Code Section 424(c), or its successor Code sedtibich negates any nonrecognition of income rulih wéspect to
such transferred shares, if such transferred slhanes not been held for the minimum statutory mggoeriod to receiv
preferential tax treatment.
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10._Rights as a Sharehold€he holder of an Option shall have no rights ahareholder with respect to the shares
covered by the Option until the due exercise of@ption and the date of issuance of one or morkstertificates to
such holder for such shares. No adjustment shafidge for dividends (ordinary or extraordinary, e in cash,
securities or other property) or distributions thew rights for which the record date is priortie tlate such stock
certificate is issued, except as provided in Sactd hereof.

11. Optionees Adreement to Serv&ach employee receiving an Option shall, as ortheoferms of the Option
Agreement, agree that such employee will remathénemploy of the Company or Subsidiary for a mbabat least
one (1) year from the date on which the Optionldi®ranted to such employee, and that such eraplogil, during
such employment, devote such employee’s time, gnargl skill to the service of the Company or astdiary as may
be required by the management thereof, subjecdations, sick leaves, and military absences. Sogiloyment,
subject to the provisions of any written contraetveen the Company or a Subsidiary and such empleyall be at th
pleasure of the Board of Directors of the Compang Subsidiary, and at such compensation as thep@ayor a
Subsidiary shall reasonably determine. Any ternidmadf such employee’s employment during the pevitich the
employee has agreed pursuant to the foregoing giomé of this Section 11 to remain in employmeat th either for
cause or voluntary on the part of the employed sleatleemed a violation by the employee of suchleyeg’s
agreement. In the event of such violation, any @ptir Options held by such employee, to the exientheretofore
exercised, shall forthwith terminate, unless otheevdetermined by the Committee. Notwithstandirgpteceding,
neither the action of the Company in establishirgRIlan nor any action taken by the Company,
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a Subsidiary or the Committee under the provisteereof shall be construed as granting the optitimeeight to be
retained in the employ of the Company or a Subsjdiar to limit or restrict the right of the Compaar a Subsidiary, ¢
applicable, to terminate the employment of any @ygé of the Company or a Subsidiary, with or withtause.

12. Adjustments on Changes in Capitalization.

(a) Changes in Capitalizatidrhe number of shares of Common Stock covered éyrtan, the number of shares
of Common Stock covered by each outstanding Ogtiwhthe exercise price per share thereof spedifiedch such
Option shall be proportionately adjusted for angré@se or decrease in the number of issued shia@amon Stock ¢
the Company resulting from a subdivision or cordatibn of shares or the payment of a stock dividéuod only on the
Common Stock) or any other increase or decreaseinumber of shares effected without receipt okteration by
the Company after the date the Option is grantethat upon exercise of the Option, the optionedl saceive the san
number of shares the optionee would have receiaddhe optionee been the holder of all shares sutgjesuch
optionees outstanding Option immediately before the effectiate of such change in the number of issueasiudrthe
Common Stock of the Company.

(b)_Reorganization, Dissolution or Ligaitn. A dissolution or liquidation of the Company or &nger or
consolidation in which the Company is not the sking corporation shall cause each outstanding @ptderminate as
of a date to be fixed by the Committee (which ddiall be as of or prior to the effective date of anch dissolution or
liquidation or merger or consolidation); providduiat not less than thirty (30) days written noti¢ehe date so fixed as
such termination date shall be given to each optpand each
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optionee shall, in such event, have the right,rduthe said period of thirty (30) days precedinghsiermination date, 1
exercise such optionee’s Option in whole or in pathe manner herein set forth.

(c)Change in Par Valde.the event of a change in the Common Stock @Qbmpany as presently constituted,
which change is limited to a change of all of i¢herized shares with par value into the same numibehares with a
different par value or without par value, the skamsulting from any change shall be deemed thd€bmmon Stock
within the meaning of the Plan.

(d)_Notice of Adjustment3o the extent that the adjustments set forth énftinegoing paragraphs of this
Section 12 relate to stock or securities of the Gamy, such adjustments, if any, shall be made &yibmmittee, whos
determination in that respect shall be final, biigdand conclusive, provided that each Incentivaddpiranted pursual
to this Plan shall not be adjusted in a mannerdhases the Incentive Option to fail to continugualify as an

“Incentive Stock Option” within the meaning of Seati422 of the Code. The Company shall give timeljce of any
adjustments made to each holder of an Option uhi®ePlan and such adjustments shall be effectidebénding on the
optionee.

(e) Effect Upon Holder of OptioExcept as hereinbefore expressly provided inSeistion 12, the holder of an
Option shall have no rights by reason of any subiim or consolidation of shares of stock of argsslor the payment
of any stock dividend or any other increase or el@se in the number of shares of stock of any tiaseason of any
dissolution, liquidation, merger, reorganizationconsolidation, or spin-off of assets or stoclkanbéther corporation.
Any issue by the Company of shares of stock ofdags, or securities convertible
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into shares of stock of any class, shall not affeictl no adjustment by reason thereof shall be wétieespect to, the
number or price of shares of Common Stock subgettteé Option. Without limiting the generality ofetfioregoing, no
adjustment shall be made with respect to the numibprice of shares subject to any Option granergimder upon the
occurrence of any of the following events:

(1) The grant or exercise of anyeotbptions which may be granted or exercised uadgmualified or
nonqualified stock option plan or under any othep®yee benefit plan of the Company, whether orsagh options
were outstanding on the date of grant of the Optiothereafter granted,;

(2) The sale of any shares of Comi&tmtk in the Company’s initial or any subsequaritlis offering,
including, without limitation, shares sold upon @heercise of any overallotment option granted ®uhderwriter in
connection with such offering;

(3) The issuance, sale or exercisng warrants to purchase shares of Common Stdo&ther or not such
warrants were outstanding on the date of grartt@fQption or thereafter issued;

(4) The issuance or sale of rightemissory notes or other securities convertibie shares of Common Sto
in accordance with the terms of such securitie®(f\@rtible Securities”), whether or not such Cotibér Securities
were outstanding on the date of grant of the Optiowere thereafter issued or sold;

(5) The issuance or sale of CommimtlSupon conversion or exchange of any Convertigeurities, whethe
or not any adjustment in the purchase price wasemadequired to be made upon the issuance oo$alech
Convertible Securities and
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whether or not such Convertible Securities werstanding on the date of grant of the Option or wieeeafter issued
or sold; or

(6) Upon any amendment to or chdandbe terms of any rights or warrants to subscfilver purchase, or
options for the purchase of, Common Stock or CdiblerSecurities or in the terms of any ConvertiBkcurities,
including, but not limited to, any extension of aypiration date of any such right, warrant or optiany change in any
exercise or purchase price provided for in any sigit, warrant or option, any extension of anyedéirough which an
Convertible Securities are convertible into or exuipeable for Common Stock or any change in theatatghich any
Convertible Securities are convertible into or exuieable for Common Stock.

(f)_Right of Company to Make Adjustmerifhie grant of an Option pursuant to the Plan si@lbaffect in any
way the right or power of the Company to make adjesits, reclassifications, reorganizations, or gearof its capital
or business structure or to merge or to consolidate dissolve, liquidate or sell, or transferallany part of its
business or assets.

13._Investment Purpodeach Option under the Plan shall be granted ordhdition that the purchase of the shares
of stock thereunder shall be for investment purppabed not with a view to resale or distributiorgypded, however,
that in the event the shares of stock subject¢b €ption are registered under the Securities Aat the event a resale
of such shares of stock without such registrationla otherwise be permissible, such condition sbalinoperative if i
the opinion of counsel for the Company such coodits not required under the Securities Act or aifer applicable
law, regulation, or rule of any governmental agency
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14._No Obligation to Exercise Optiofhe granting of an Option shall impose no obligiatipon the optionee to
exercise such Option.

15._Modification, Extension and Renewal of iOps$. Subject to the terms and conditions and withinlithéations of
the Plan, the Committee and the Board of Direatesig modify, extend or renew outstanding Optionsitgd under the
Plan, or accept the surrender of outstanding Opfftnthe extent not theretofore exercised). Withapproval of the
Board of Directors, the Company may modify any tanding Options so as to specify a lower pricecmept the
surrender of outstanding Options and authorizegthating of new Options in substitution therefoesfying a lower
price. Notwithstanding the foregoing, however, nodification of an Option shall, without the consehthe optionee,
alter or impair any rights or obligations under @mption theretofore granted under the Plan.

16._Effective Date of the Plafihe Plan shall become effective on the date ofetien hereof, which date is the date
the Board of Directors approved and adopted the PEffective Date”); provided, however, if the Sbholders of the
Company shall not have approved the Plan by theisiég vote of the Shareholders within twelve (®nths after the
Effective Date, then the Plan shall terminate dh@tions theretofore granted under the Plan dkathinate and be
null and void.

17._Termination of the Plaihis Plan shall terminate as of the expiratioteof(10) years from the Effective Date.
Options may be granted under this Plan at any éintefrom time to time prior to its termination. A@ption
outstanding under the Plan at the time of its teatidn shall remain in effect until the Option dhelve been exercised
or shall have expired.
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18._Amendment of the Plafihe Plan may be terminated at any time by the do&Directors of the Company. The

Board of Directors may at any time and from timéitoe without obtaining the approval of the Shatdkcs of the
Company or a Subsidiary, modify or amend the Rlaeiyding such form of Option Agreement as hereavwab
mentioned) in such respects as it shall deem daleisia order that the Incentive Options grantedauride Plan shall be

“Incentive Stock Optionsas defined in Section 422 of the Code or to conftrany change in the law, or in any ot
respect which shall not change: (a) the maximumbmrrof shares for which Options may be granted utiaePlan,
except as provided in Section 12 hereof; or (b)mgods during which Options may be granted orased; or (c) the
provisions relating to the determination of perstnwhom Options shall be granted and the numbehafes to be
covered by such Options; or (d) the provisionstirgdgto adjustments to be made upon changes inadagtion. The
termination or any modification or amendment of Bian shall not, without the consent of the petsorhom any
Option shall theretofore have been granted, affeattperson’s rights under an Option theretofoestgd to such
person. With the consent of the person to whom €uifon was granted, an outstanding Option may bdified or
amended by the Committee in such manner as it maegndappropriate and consistent with the requiresnemd purpos
of this Plan applicable to the grant of a new Qptia the date of modification or amendment.

19._WithholdingWhenever an optionee shall recognize compensattmme as a result of the exercise of any
Option granted under the Plan, the optionee shalltrin cash to the Company or Subsidiary the mimmamount of
federal income and employment tax withholding ny awvhich the Company or Subsidiary is requirecetmit to the
United States
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Internal Revenue Service in accordance with the therent provisions of the Code. The full amourguch
withholding shall be paid by the optionee simultangy with the award or exercise of an Option, @diaable.

20._Indemnification of Committetn addition to such other rights of indemnificatias they may have as Directors
or as members of the Committee, the members admemittee shall be indemnified by the Company asjdime
reasonable expenses, including attorneys’ feegatend necessarily incurred in connection with defense of any
action, suit or proceedings, or in connection aitly appeal therein, to which they or any of theny baa party by
reason of any action taken or failure to act urmtén connection with the Plan or any Option grdrteereunder, and
against all amounts paid by them in settlementhigfprovided such settlement is approved by inddpat legal
counsel selected by the Company) or paid by thesafisfaction of a judgment in any such actiont, suproceeding,
except in relation to matters as to which it sballadjudged in such action, suit or proceedinggshah Committee
member is liable for gross negligence or wilful eoisduct in the performance of his duties; provittet within sixty
(60) days after institution of any such actionf suiproceeding a Committee member shall in writiffgr the Compan
the opportunity, at its own expense, to pursuedafdnd the same.

21. Application of FundS.he proceeds received by the Company from theaddalmmmon Stock pursuant to
Options granted hereunder will be used for germrglorate purposes.

22._Governing LawThis Plan shall be governed by and construedéorad@nce with the laws of the jurisdiction of
incorporation of the Company.
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EXECUTED effective this 8th day of August, 300

ATTEST:

/SI RINGO HON TAK NG

RINGO HON TAK NG
CFC

LJINTERNATIONAL INC.

By: /S/ YU CHUAN YIH

YU CHUAN YIH,
Chairman
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Exhibit 5.1

ANDREW N. BERNSTEIN, P.C.
ATTORNEY AT LAW
5445 DTC PARKWAY, SUITE 520
GREENWOOD VILLAGE, COLORADO 80111
TELEPHONE (303) 770-7131
FACSIMILE (303) 770-7332
E-MAIL: anbpc@attglobal.net

July 30, 2010

LJ International Inc.

Unit #12, 12/F, Block A

Focal Industrial Centre

21 Man Lok Street

Hung Hom, Kowloon, Hong Kong

Re: LJ International Inc
2008 Stock Compensation P
Registration Statement on Forr-8

Gentlemen:

We have acted as U.S. securities counsel for lefdational Inc., a company duly incorporated arlitllyaexisting
under the laws of the British Virgin Islands (th@dmpany”),in connection with the registration under the Siiesr Act

of 1933, as amended (the “Act”), of an aggregaté,000,000 shares (the “Shares”) of the commorks®®@ 01 par

value per share (the “Common Stock”), of the Comypamder the Company’s 2008 Stock Compensation (@hen
“Plan”) for officers, directors, employees and cdiasiis of the Company. A registration statemenForm S-8 (the
“Registration Statementtpvering the issuance and sale of the Shares froento time upon exercise of stock optic
pursuant to the Plan will on or about this datdilled under the Act with the Securities and Excha@gpmmission (the
“Commission”).

In connection with this opinion, we have examinad are familiar with originals or copies, certifiedotherwise
identified to our satisfaction, of (i) the RestadMdmorandum of Association and Articles of Assdomaiand the Bylaw
of the Company, (ii) certain resolutions of the Bbaf Directors of the Company relating to the stgition of the
Shares, (iii) the Registration Statement, (iv) Bti@n, and (v) such other documents as we have dereoessary or
appropriate as bases for the opinion set forthvibelio such examination, we have assumed the gemegseof all
signatures, the legal capacity of natural persttregsauthenticity of all documents submitted to si®dginals, the
conformity to original documents of all documentdmitted to us as certified or photostatic copied the authenticity
of the originals of such latter documents. As tg fatts material to this opinion which we did not



LJ International Inc.
July 30, 2010
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independently establish or verify, we have relipdnustatements and representations of officersotrat
representatives of the Company and others.

Members of our firm are admitted to the practicéaof in the State of Colorado, and we express roiap as to the
laws of any other jurisdiction.

Based upon and subject to the foregoing, we atieeobpinion that the Shares registered pursuahiet®Registration
Statement have been duly and validly authorizedraserved for issuance by the Company and, whek) issued and
delivered in the manner and for the consideratescdbed in the Plan, will be validly issued, fytlgid and
nonassessable under British Virgin Island law.

This opinion is furnished to you solely for youmiedit in connection with the filing of the Regiditn Statement and is
not to be used, circulated, quoted or otherwiserrefl to for any other purpose without our prioitien consent.
Notwithstanding the foregoing, we hereby consenhédfiling of this opinion with the Commission Bshibit 5.1 to the
Registration Statement. We also consent to theaede to our firm under the caption “Legal Mattersthe
Registration Statement. In giving this consentdeenot thereby admit that we are included in thegary of persons
whose consent is required under Section 7 of theoAthe rules and regulations of the Commission.

Very truly yours
/s/ ANDREW N. BERNSTEIN, P.(

Andrew N. Bernstein, P.:
ANB/sma
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referencin this Registration Statement on Form S-8 of oureport
dated March 11, 2010 appearing in the Annual Reporbn Form 20-F of LJ International Inc. and its subgdiaries
for the year ended December 31, 2009.

We also consent to the reference to our firm undethe caption “Experts”.
/s/ GRUBER & COMPANY, LLC

GRUBER & COMPANY, LLC
CERTIFIED PUBLIC ACCOUNTANTS

Lake Saint Louis, MO
Date — July 29, 2010



