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PROSPECTUS SUPPLEMENT

DATED January 10, 2013

(To the Prospectus dated March 13, 2012)
7,000,000 Shares
Common Stock
2,800,000 Warrants

Kingold Jewelry, Inc.
We are offering 7,000,000 shares of our common stock, par value $0.001 per share, to certain investors in our company, pursuant to this
prospectus supplement and the accompanying prospectus. We are offering these 7,000,000 shares of our common stock at a price per
share of $1.80 per share pursuant to that certain Subscription Agreement dated January 10, 2013 between our company and the investors
named therein. We have granted the investors warrants to purchase up to 2,800,000 additional shares of our common stock within
twelve months of the date of the Subscription Agreement. Please refer to the section of this prospectus entitled “Plan of Distribution”
for additional information.
Our common stock is listed on The NASDAQ Capital Market under the symbol “KGJI”. On January 10, 2013, the last reported sale price
of our common stock on The NASDAQ Capital Market was $1.30 per share.
We will pay the expenses of registering these shares of common stock, but all selling and other expenses incurred by the investors, if any,
will be paid by the investors.
Our business and an investment in our common stock involve a high degree of risk. See “Risk Factors” beginning on page S-12
of this prospectus supplement and on page 3 of the accompanying prospectus.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.
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ABOUT THIS PROSPECTUS SUPPLEMENT
This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering
and also adds to and updates information contained in the accompanying prospectus and the documents incorporated by reference into
this prospectus supplement and the accompanying prospectus. The second part is the accompanying prospectus, which is part of a shelf
registration statement on Form S-3 (File No. 333-179694) that we filed with the Securities and Exchange Commission, or SEC, under
the Securities Act of 1933, as amended, or the Securities Act. The accompanying prospectus gives more general information about
securities we may offer from time to time, including the common stock in this offering. Generally, when we refer to this prospectus, we
are referring to both parts of this document combined, together with all documents incorporated by reference. If the description of this
offering varies between this prospectus supplement and the accompanying prospectus, you should rely on the information contained in
this prospectus supplement. However, if any statement in one of these documents is inconsistent with a statement in another document
having a later date—for example, a document incorporated by reference into this prospectus supplement or the accompanying
prospectus—the statement in the document having the later date modifies or supersedes the earlier statement.
You should rely only on the information contained in or incorporated by reference into this prospectus supplement, the
accompanying prospectus and any free writing prospectus we file with the SEC to which we have referred you. We have not authorized
anyone to provide you with information that is different. If anyone provides you with different or inconsistent information, you should
not rely on it. The information contained in, or incorporated by reference into, this prospectus supplement, the accompanying prospectus
and any free writing prospectus is accurate only as of the respective dates thereof, regardless of the time of delivery of this prospectus
supplement, the accompanying prospectus and any free writing prospectus or of any sale of securities offered hereby. It is important for
you to read and consider all information contained in this prospectus supplement, the accompanying prospectus and any free writing
prospectus, including the documents incorporated by reference herein and therein, in making your investment decision. You should also
read and consider the information in the documents to which we have referred you under the captions “Where You Can Find More
Information” and “Incorporation of Documents by Reference” in this prospectus supplement and in the accompanying prospectus.
We are not offering to sell, nor are we seeking offers to buy, the shares of our common stock in jurisdictions where such offers
and sales are not permitted. The distribution of this prospectus supplement and the accompanying prospectus and the offering of the
shares in certain jurisdictions or to certain persons within such jurisdictions may be restricted by law. Persons outside of the United
States who come into possession of this prospectus supplement and the accompanying prospectus must inform themselves about and
observe any restrictions relating to the offering of the shares and the distribution of this prospectus supplement and the accompanying
prospectus outside the United States. This prospectus supplement and the accompanying prospectus do not constitute, and may not be
used in connection with, an offer to sell, or a solicitation of an offer to buy, any securities offered by this prospectus supplement and the
accompanying prospectus by any person in any jurisdiction in which it is unlawful for such person to make such an offer or solicitation.
Unless we have indicated otherwise or the context otherwise requires, references in this prospectus supplement, the
accompanying prospectus and the documents incorporated by reference herein and therein to the “Company,” “we,” “us” and “our” refer
to Kingold Jewelry, Inc. and its subsidiaries.
Currency
Unless otherwise noted, all currency figures in this filing are in U.S. dollars. References to “yuan” or “RMB” are to the
Chinese yuan (also known as the renminbi). According to xe.com, as of January 10, 2013, US$1 = 6.22597RMB.
Third Party Data
This prospectus supplement and the accompanying prospectus contain estimates and other information concerning our industry,
including market size and growth rates, that are based on industry publications, surveys and forecasts, including those generated by
World Gold Council, Gems and Jewelry Trade Association of China, the China Gold Association and the State Bureau of Statistics of
China. Zhihong Jia, our chief executive officer and chairman of the board of directors, has served as vice president of the Gems and
Jewelry Trade Association of China since November 2005. Bin Zhao, our general manger and one of our directors, has served as an
executive member of the council of directors of the Gems and Jewelry Trade Association of China since November 2000. Bin Nan
Zhang, one of our independent directors, has served as the vice president and secretary general of the China Gold Association since May
2008. The industry in which we operate is subject to a high degree of uncertainty and risk due to a variety of factors, includes those
described in “Risk Factors” in this prospectus supplement.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This prospectus supplement and accompanying prospectus, including the documents that we incorporate by reference, contain
forward-looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the Securities Exchange Act of
1934, as amended, or the Exchange Act. These statements relate to future events or our future financial performance and can be
identified by the use of forward-looking terminology such as “estimate,” “project,” “forecast,” “plan,” “believe,” “may,” “expect,”
“anticipate,” “intend,” “planned,” “potential,” “can,” “expectation” and similar expressions, or the negative of those expressions. These
forward-looking statements are based on management’s reasonable current assumptions and expectations. Such forward-looking
statements involve risks, uncertainties and other factors, which may cause our actual results, levels of activity, performance or
achievement to be materially different from any future results expressed or implied by such forward-looking statements, and there can
be no assurance that actual results will not differ materially from management’s expectations. Such factors include, among others, the
following:
·

changes in the market price of gold;

·

our ability to implement the key initiatives of, and realize the gross and operating margins and projected benefits (in
the amounts and time schedules we expect) from, our business strategy;

·

non-performance of suppliers on their sale commitments and customers on their purchase commitments;

·

non-performance of third-party service providers;

·

adverse conditions in the industries in which our customers operate, including a general economic downturn, a
recession globally, or sudden disruption in business conditions, and our ability to withstand an economic downturn,
recession, cost inflation, competitive or other market pressures, or conditions;

·

the effect of political, economic, legal, tax and regulatory risks imposed on us, including foreign exchange or other
restrictions, adoption, interpretation and enforcement of foreign laws including any changes thereto, as well as
reviews and investigations by government regulators that have occurred or may occur from time to time, including,
for example, local regulatory scrutiny in the People’s Republic of China, or the PRC;

·

our ability to manage growth;

·

our ability to successfully identify new business opportunities and identify and analyze acquisition candidates,
secure financing on favorable terms and negotiate and consummate acquisitions as well as to successfully integrate
or manage any acquired business;

·

our ability to integrate acquired businesses;

·

the effect of economic factors, including inflation and fluctuations in interest rates and currency exchange rates,
foreign exchange restrictions and the potential effect of such factors on our business, results of operations and
financial condition;

·

our ability to retain and attract senior management and other key employees;
S-2
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·

any internal investigations and compliance reviews of Foreign Corrupt Practices Act and related U.S. and foreign
law matters in the PRC and additional countries, as well as any disruption or adverse consequences resulting from
such investigations, reviews, related actions or litigation;

·

changes in tax laws of the PRC or the United States;

·

increased levels of competition, and competitive uncertainties in our markets, including competition from
companies in the gold jewelry industry in the PRC, some of which are larger than we are and have greater
resources;

·

the impact of the seasonal nature of our business, adverse effect of rising energy, commodity and raw material
prices, changes in market trends, purchasing habits of our consumers and changes in consumer preferences;

·

our ability to protect our intellectual property rights;

·

the risk of an adverse outcome in any material pending and future litigations;

·

our access to cash and financing and ability to secure financing at attractive rates;

·

the success of our research and development activities;

·

our ability to comply with environmental laws and regulations;

·

our deploying the net proceeds of this offering in a way that yields a return, if any, that is favorable to us; and

·

other risks, including those described in the “Risk Factors” section of this prospectus supplement and the other
information included or incorporated by reference in this prospectus supplement and the accompanying prospectus.

We cannot assure you that we have identified all of the factors that create uncertainties. Moreover, new risks emerge from time
to time and it is not possible for our management to predict all risks, nor can we assess the impact of all risks on our business or the
extent to which any risk, or combination of risks, may cause actual results to differ from those contained in any forward-looking
statements. You should not place undue reliance on forward-looking statements.
You should read this prospectus supplement, the accompanying prospectus and the documents that we incorporate by reference
herein and therein completely and with the understanding that our actual future results may be materially different from what we expect.
You should assume that the information appearing in this prospectus supplement, the accompanying prospectus and the information
incorporated by reference is accurate only as of their respective dates. Our business, financial condition, results of operations and
prospects may change. We undertake no obligation to publicly release the result of any revision of these forward-looking statements to
reflect events or circumstances after the date they are made or to reflect the occurrence of unanticipated events. We qualify all of the
information included or incorporated by reference in this prospectus supplement and the accompanying prospectus and particularly our
forward-looking statements, by these cautionary statements.
S-3
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PROSPECTUS SUPPLEMENT SUMMARY
This summary highlights information contained elsewhere or incorporated by reference into this prospectus supplement and the
accompanying prospectus. This summary does not contain all of the information that you should consider before deciding to invest in
our common stock. You should read this entire prospectus supplement and the accompanying prospectus carefully, including the “Risk
Factors” section contained in this prospectus supplement and our consolidated financial statements and the related notes and the other
documents incorporated by reference into this prospectus supplement and in the accompanying prospectus.
Business Overview
Through a variable interest entity, or VIE, relationship with Wuhan Kingold Jewelry Company Limited, or Wuhan Kingold, we
believe that we are one of the leading professional designers and manufacturers of high quality 24 Karat gold jewelry and Chinese
ornaments. We are also engaged in developing, promoting, and selling a broad range of products to the rapidly expanding jewelry
market across the PRC. We offer a wide range of in-house designed products including but not limited to gold necklaces, rings, earrings,
bracelets, and pendants. We have built a partnership with the Jewelry Institute of China University of Geosciences to help us design new
products.
We have historically sold our products directly to distributors, retailers and other wholesalers, who then sell our products to
consumers through retail counters located in both department stores and other traditional stand-alone jewelry stores. We sell our
products to our customers at a price that reflects the market price of the base material, plus a mark-up reflecting our design fees and
processing fees. Typically this mark-up is approximately 3% of the price of the base material.
We aim to become an increasingly important participant in the PRC’s gold jewelry design and manufacturing sector. In
addition to expanding our design and manufacturing capabilities, our goal is to provide a large variety of gold products in unique styles
and superior quality under our brand, Kingold.
In view of the fast growth in the investment gold business sector, we have signed agreements with leading banks in the PRC
such as Bank of Communications Hubei Branch, China Merchants Bank, China CITIC Bank Wuhan Branch and Wuhan Rural
Commercial Bank to sell gold bars and coins and other products through bank branches. We tested this business model in 2011 and and
sales of investment gold increased to approximately $46.4 million in the first nine months of 2012. We anticipate the investment gold
business will become an increasingly important part of our future business.
We are located in Wuhan which is one of the largest cities in the PRC. We produced approximately 30 tons of 24K gold
products in 2011, as compared to 26 tons of 24K gold products in 2010. In the first nine months of 2012, we produced approximately
30.2 tons of 24K gold products.
Our Strengths
We believe the following strengths contribute to our competitive advantages and differentiate us from our competitors:
·

We have a proven manufacturing capability;

·

We have a proven design capability;

·

We have a market leading first mover position in the investment gold business, and access to this business is
difficult for many of our competitors;

·

We believe that we have superior brand awareness in the PRC;

·

We have a well established distribution network throughout the PRC;
S-4
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·

We believe that we have significant advantages when compared to our competitors in the areas of capacity,
technology and talent;

·

We are a member of the Shanghai Gold Exchange, which has a very limited membership; and

·

We have an experienced management team in the Chinese gold industry.
Our Strategy

Our goal is to be the leading designer and manufacturer of 24 Karat gold jewelry products and to become a sizable supplier of
investment gold products in the PRC. We intend to achieve our goal by implementing the following strategies:
·

We intend to increase our capacity;

·

We plan to continue to specialize in the manufacture of 24 Karat gold jewelry;

·

We intend to further promote and improve the use of our brand recognition;

·

We intend to further penetrate the investment gold business and increase our market share;

·

We intend to increase the automation in our production line; and

·

We intend to enlarge our PRC customer base.
Company History

We were initially incorporated in 1995 in Delaware as Vanguard Enterprises, Inc. In 1999, we changed our corporate name to
Activeworlds.com, Inc. (and subsequently to Activeworlds Corp.), and through a wholly-owned subsidiary, we provided internet
software products and services that enabled the delivery of three-dimensional content over the internet. We operated that business until
September 11, 2002 when we sold that business to our former management and we became a shell company with no significant business
operations. As a result of the consummation of a reverse acquisition transaction as described below, on December 23, 2009, we ceased
to be a shell company and became an indirect holding company for Wuhan Vogue-Show Jewelry Co., Limited, or Vogue-Show, through
Dragon Lead Group Limited, or Dragon Lead.
Acquisition of Kingold and Name Change
In December 2009, we acquired 100% of Dragon Lead from the shareholders of Dragon Lead in a share exchange transaction
pursuant to which the shareholders of Dragon Lead exchanged 100% ownership in Dragon Lead, for 33,104,234 shares of our common
stock. As a result, Dragon Lead became our wholly owned subsidiary. Dragon Lead owns 100% of Vogue-Show and Vogue-Show
controls Wuhan Kingold through a series of VIE agreements, or the VIE Agreements. We currently operate through Dragon Lead and
Vogue-Show.
In February 2010, we changed our name to Kingold Jewelry, Inc. to better reflect our business.
Organizational History of Dragon Lead and its Subsidiaries
Dragon Lead, a British Virgin Islands (BVI) corporation, was incorporated on July 1, 2008 as an investment holding company.
Dragon Lead owns 100% of the ownership interest in Vogue-Show.
S-5
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Vogue-Show was incorporated in the PRC as a wholly foreign owned enterprise, or WFOE, on February 16, 2009. Wuhan
Kingold was incorporated in the PRC as a limited liability company on August 2, 2002 by Zhihong Jia, as the major shareholder, and
Xue Su Yue, who sold her shares in Wuhan Kingold to Zhihong Jia and Chen Wei in 2003. On October 26, 2007, Wuhan Kingold was
restructured as a joint stock company limited by shares. Its business activities are principally the design and manufacture of gold
ornaments in the PRC. Wuhan Kingold’s business license will expire on July 1, 2052 and is renewable upon expiration. The registered
and paid-in capital of Wuhan Kingold is RMB 120 million.
Subscription Agreement
On January 10, 2013, we entered into a Subscription Agreement with the investors named therein providing for the sale of
7,000,000 million shares of our common stock at a price of $1.80 per share for aggregate gross proceeds to us of $12,600,000. We also
granted the investors warrants to acquire an aggregate 2,800,000 additional shares of our common stock at $1.80 per share, which
warrants are exercisable in whole or in part at any time within twelve months of the date of the Subscription Agreement.
Risks
Our business and our ability to execute our business strategy are subject to a number of risks of which you should be aware
before you decide to buy our common stock. In particular, you should carefully consider the following risks, which are discussed more
fully under “Risk Factors” beginning on page
S-12 of this prospectus supplement.
·

Jewelry purchases are discretionary, may be particularly affected by adverse trends in the general economy, and an
economic decline will make it more difficult to generate revenue.

·

Most of our sales are of products that include gold, precious metals and other commodities, and fluctuations in the
availability and pricing of commodities would adversely impact our ability to obtain and make products at
favorable prices.

·

Competition in the jewelry industry could cause us to lose market share, thereby materially and adversely affecting
our business, results of operations and financial condition.

·

We may need to raise additional funds in the future. These funds may not be available on acceptable terms or at all,
and, without additional funds, we may not be able to maintain or expand our business.

·

Our ability to maintain or increase our revenue could be harmed if we are unable to strengthen and maintain our
brand image.

·

There is only one source in the PRC for us to obtain the precious metals used in our jewelry products; accordingly,
any interruptions of our arrangement with this source would disrupt our ability to fulfill customer orders and
substantially affect our ability to continue our business operations.

·

If we are not able to adapt to changing jewelry trends in the PRC, our inventory may be overstocked and we may be
forced to reduce the price of our overstocked jewelry or incur the cost to recast it into new jewelry.

·

Our failure to manage growth effectively could have an adverse effect on our employee efficiency, product quality,
working capital levels, and results of operations.

·

We rely on our distribution network for virtually all of our revenues. Failure to maintain good distributor relations
could materially disrupt our distribution business and harm our net sales.
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·

We must maintain a relatively large inventory of our raw materials and jewelry products to support customer
delivery requirements, and if this inventory is lost due to theft, our results of operations would be negatively
impacted.

·

Our business could be materially adversely affected if we cannot protect our intellectual property rights.

·

We are dependent on certain key personnel, and the loss of these key personnel could have a material adverse effect
on our business, financial condition and results of operations.

·

We have short-term outstanding borrowings, and we may not be able to obtain extensions when they mature.

·

The loss or significant reduction in business of any of our key customers may affect our revenues and earnings.

·

We may not maintain sufficient insurance coverage for the risks associated with our business operations. As a
result, we may incur uninsured losses.

·

The current global financial crisis and economic downturn may have an adverse effect on our business, results of
operations and financial condition.

·

Potential environmental liability could have a material adverse effect on our operations and financial condition.

·

Compliance with changing regulation of corporate governance and public disclosure will result in additional
expenses.

·

All of our assets are located in the PRC and all of our revenues are derived from our operations in the PRC, and
changes in the political and economic policies of the PRC government could have a significant impact upon what
business we may be able to conduct in the PRC and accordingly on the results of our operations and financial
condition.

·

Our operations are subject to PRC laws and regulations that are sometimes vague and uncertain. Any changes in
such PRC laws and regulations, or the interpretations thereof, may have a material and adverse effect on our
business.

·

The scope of our business license in the PRC is limited, and we may not expand or continue our business without
government approval and renewal, respectively.

·

Because our revenues are generated in RMB and our results are reported in U.S. dollars, devaluation of the RMB
could negatively impact our results of operations.

·

Our PRC stockholders are required to register with the State Administration of Foreign Exchange and their failure
to do so could cause us to lose our ability to remit profits out of the PRC as dividends.
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·

Recent PRC regulations relating to acquisitions of PRC companies by foreign entities may create regulatory
uncertainties that could restrict or limit our ability to operate. Our failure to obtain the prior approval of the China
Securities Regulatory Commission, or CSRC, for the listing and trading of our common stock could have a material
adverse effect on our business, operating results, reputation and trading price of our common stock.

·

If we make equity compensation grants to persons who are PRC citizens, they may be required to register with the
State Administration of Foreign Exchange of the PRC, or SAFE. We may also face regulatory uncertainties that
could restrict our ability to adopt additional equity compensation plans for our directors and employees and other
parties under PRC law.

·

Failure to comply with the United States Foreign Corrupt Practices Act could subject us to penalties and other
adverse consequences.

·

We face uncertainty with respect to indirect transfers of equity interests in PRC resident enterprises by their nonPRC holding companies.

·

Under the New Enterprise Income Tax Law, we may be classified as a “resident enterprise” of the PRC. Such
classification will likely result in unfavorable tax consequences to us and our non-PRC stockholders.

·

Because our business is located in the PRC, we may have difficulty establishing adequate management, legal and
financial controls, which we are required to do in order to comply with U.S. securities laws.

·

You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing
original actions in the PRC based upon U.S. laws, including the federal securities laws, or other foreign laws
against us or our management.

·

Governmental control of currency conversions could prevent us from paying dividends.

·

Inflation in the PRC may inhibit our ability to conduct business in the PRC.

·

Currency fluctuations and restrictions on currency exchange may adversely affect our business, including limiting
our ability to convert RMB into foreign currencies and, if RMB were to decline in value, reducing our revenue in
U.S. dollar terms.

·

If the PRC government determines that the contractual arrangements through which we control Wuhan Kingold do
not comply with applicable regulations, our business could be adversely affected.

·

The PRC government may determine that the VIE Agreements are not in compliance with applicable PRC laws,
rules and regulations.
S-8
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·

Our ability to manage and operate Wuhan Kingold under the VIE Agreements may not be as effective as direct
ownership.

·

As the VIE Agreements are governed by PRC law, we would be required to rely on PRC law to enforce our rights
and remedies under them; PRC law may not provide us with the same rights and remedies as are available in
contractual disputes governed by the law of other jurisdictions.

·

The VIE Agreements may be subject to audit or challenge by PRC tax authorities. A finding that we owe additional
taxes could substantially reduce our net earnings and the value of your investment.

·

Our shareholders have potential conflicts of interest with us which may adversely affect our business.

·

We rely on the approval certificates and business license held by Vogue-Show and any deterioration of the
relationship between Vogue-Show and Wuhan Kingold could materially and adversely affect our business
operations.

·

If Vogue-Show exercises the purchase options it holds over Wuhan Kingold’s share capital and assets pursuant to
the VIE Agreements, the payment of the purchase price could materially and adversely affect our financial position.

·

The market price for our shares of common stock may be volatile.

·

We may issue additional common stock or warrants to purchase additional common stock, which might dilute the
net tangible book value per share of our common stock.

·

A sale of a substantial number of shares of the common stock may cause the price of our common stock to decline.

·

If the trading price of our common stock falls, our common stock could be delisted from the NASDAQ Capital
Market.

·

Following the exercise of his Call Option (as defined herein, our Chairman and Chief Executive Officer would
exercise significant influence over us.

·

Our board of directors has the power to designate, without stockholder approval, series of preferred stock, the
shares of which could be senior to our common stock and be entitled to conversion or voting rights that adversely
affect the holders of our common stock.

·

We will have broad discretion and flexibility in how the net proceeds from this offering are used, and we may use
the net proceeds in ways in which you disagree.

·

We do not foresee paying cash dividends in the foreseeable future and, as a result, our investors’ sole source of
gain, if any, will depend on capital appreciation, if any.
S-9
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·

If we fail to maintain effective internal controls over financial reporting, the price of our common stock may be
adversely affected.

·

Our quarterly results may fluctuate because of many factors and, as a result, investors should not rely on quarterly
operating results as indicative of future results.

·

Provisions of Delaware law may prevent or delay a change of control, which could depress the trading price of our
common stock.

·

Our certificate of incorporation and bylaws contain provisions that could discourage a third-party from acquiring
us.
Corporate Information

We are a Delaware corporation. Our principal executive office is located at 15 Huangpu Science and Technology Park, Jiang’an
District, Wuhan, Hubei Province, PRC 430023. Our telephone number is (011) 86 27 65694977 and our website address is
www.kingoldjewelry.com. The information on our website is not a part of, and should not be construed as being incorporated by
reference into, this prospectus supplement or the accompanying prospectus.
The name “Kingold” is our registered trademark in the PRC. See “Item 1. Business—Intellectual Property” in our Annual
Report on Form 10-K for the year ended December 31, 2011, which is incorporated by reference in this prospectus supplement.
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The Offering
Securities offered by us

7,000,000 shares of common stock

Common stock to be outstanding after this offering

61,521,140 shares of common stock

Use of proceeds

We intend to use the net proceeds from this offering for the
purchase of additional raw materials for our products, working
capital and other general corporate purposes. See “Use of
Proceeds” on page S-29 of this prospectus supplement.

Risk factors

See “Risk Factors” beginning on page S-12 of this prospectus
supplement and other information included or incorporated by
reference into this prospectus supplement and the accompanying
prospectus for a discussion of factors you should carefully
consider before investing in our common stock.

NASDAQ Capital Market Trading symbol

“KGJI”

Unless we indicate otherwise, all information in this prospectus supplement: (1) is based on 54,521,140 shares of common
stock issued and outstanding as of December 31, 2012; (2) excludes 3,040,000 shares of our common stock issuable upon exercise of
outstanding stock options under our 2011 Stock Incentive Plan at a weighted average exercise price of $1.95 per share as of December
31, 2012; (3) excludes 1,388,358 shares of our common stock issuable upon exercise of outstanding warrants at a weighted average
exercise price of $1.57 per share as of December 31, 2012 and; (4) assumes no exercise by the investors of their warrants to purchase up
to an additional 2,800,000 shares of our common stock.
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RISK FACTORS
An investment in our common stock offered hereby involves a high degree of risk. You should carefully consider the risks
described below and the other information included or incorporated by reference in this prospectus supplement and the accompanying
prospectus before making an investment decision. The risks described below are not the only ones we face. Additional risks not presently
known to us or that we currently consider immaterial may also adversely affect our business. We have attempted to identify below the
major factors that could cause differences between actual and planned or expected results, but we cannot assure you that we have
identified all such factors.
If any of the following risks actually happen, our business, financial condition and operating results could be materially
adversely affected. In this case, the trading price of our common stock could decline, and you could lose all or part of your investment.
In assessing these risks, you should also refer to the other information contained or incorporated by reference into this
prospectus supplement and the accompanying prospectus, including our financial statements and related notes.
Risks Related to our Business
Jewelry purchases are discretionary, may be particularly affected by adverse trends in the general economy, and an economic
decline will make it more difficult to generate revenue.
The success of our operations depends, to a significant extent, upon a number of factors relating to discretionary consumer
spending in the PRC. These factors include economic conditions and perceptions of such conditions by consumers, employment rates,
the level of consumers’ disposable income, business conditions, interest rates, consumer debt levels, availability of credit and levels of
taxation in regional and local markets in the PRC where we manufacture and sell our products. There can be no assurance that consumer
spending on jewelry will not be adversely affected by changes in general economic conditions in the PRC and globally.
While the PRC economy has experienced rapid growth in recent years, such growth has been uneven among various sectors of
the economy and in different geographical areas of the country. Rapid economic growth can lead to growth in the money supply and
rising inflation. During the past two decades, the rate of inflation in the PRC has been as high as approximately 20%. If prices for our
products rise at a rate that is insufficient to compensate for the rise in the costs of supplies such as raw materials, it may have an adverse
effect on our profitability. During the recent global economic slowdown, the People’s Bank of China, or PBOC, set the interest rate at a
rather low level and the central government implemented a several trillion of RMB stimulus plan that brought increased liquidity into
the market. However, if the global economy continues to recover it is very likely that PBOC will increase the interest rate. Significant
increases in interest rates by the central bank could slow economic activity in the PRC, which may, in turn, materially increase our costs
and reduce demand for our products.
Most of our sales are of products that include gold, precious metals and other commodities, and fluctuations in the availability and
pricing of commodities would adversely impact our ability to obtain and make products at favorable prices.
The jewelry industry generally is affected by fluctuations in the price and supply of diamonds, gold, and, to a lesser extent,
other precious and semi-precious metals and stones. In the past, we have not hedged our requirement for gold or other raw materials
through the use of options, forward contracts or outright commodity purchasing. A significant increase in the price of gold could
increase our production costs beyond the amount that we are able to pass on to our customers, which would adversely affect our sales
and profitability. A significant disruption in our supply of gold, or other commodities could decrease our production and shipping levels,
materially increase our operating costs and materially and adversely affect our profit margins. Shortages of gold, or other commodities,
or interruptions in transportation systems, labor strikes, work stoppages, war, acts of terrorism, or other interruptions to or difficulties in
the employment of labor or transportation in the markets in which we purchase our raw materials, may adversely affect our ability to
maintain production of our products and sustain profitability. Although we generally attempt to pass increased commodity prices to our
customers, there may be circumstances in which we are not able to do so. In addition, if we were to experience a significant or
prolonged shortage of gold, we would be unable to meet our production schedules and to ship products to our customers in a timely
manner, which would adversely affect our sales, margins and customer relations.
Furthermore, the value of our inventory may be affected by commodity prices. We record the value of our inventory using the
weighted average method. As a result, decreases in the market value of precious metals such as gold would result in a lower stated value
of our inventory, which may require us to take a charge for the decrease in the value of our inventory.
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Competition in the jewelry industry could cause us to lose market share, thereby materially and adversely affecting our business,
results of operations and financial condition.
The jewelry industry in the PRC is highly fragmented and very competitive. We believe that the market may become even
more competitive as the industry grows and/or consolidates. We compete with local jewelry manufacturers and large foreign
multinational companies that offer products that are similar to ours. Some of these competitors have larger local or regional customer
bases, more locations, more brand equity, and substantially greater financial, marketing and other resources than we have. As a result of
this increasing competition, we could lose market share, thereby materially and adversely affecting our business, results of operations
and financial condition.
We may need to raise additional funds in the future. These funds may not be available on acceptable terms or at all, and, without
additional funds, we may not be able to maintain or expand our business.
Our operations require substantial funds to finance our operating expenses, to maintain and expand our manufacturing,
marketing and sales capabilities and to cover public company costs. Without these funds, we may not be able to meet our goals.
We may seek additional funding through public or private financing or through collaborative arrangements with strategic
partners. However, you should also be aware that in the future:
·

we cannot be certain that additional capital will be available on favorable terms, if at all;

·

any available additional financing may not be adequate to meet our goals; and

·

any equity financing would result in dilution to stockholders.

If we cannot raise additional funds when needed, or on acceptable terms, we may not be able to effectively execute our growth
strategy, take advantage of future opportunities, or respond to competitive pressures or unanticipated requirements. In addition, we may
be required to scale back or discontinue expansion plans, or obtain funds through strategic alliances that may require us to relinquish
certain rights.
Our ability to maintain or increase our revenue could be harmed if we are unable to strengthen and maintain our brand image.
We believe that primary factors in facilitating customer buying decisions in the PRC’s jewelry sector include price, confidence
in the merchandise sold, and the level and quality of customer service. The ability to differentiate our products from our competitors’
products by our brand-based marketing strategies is a key factor in attracting consumers, and if our strategies and efforts to promote our
brand, such as television and magazine advertising and beauty contest sponsorships fail to garner brand recognition, our ability to
generate revenue may suffer. If we are unable to differentiate our products, our ability to sell our products wholesale and our planned
sale of products retail will be adversely affected. If we fail to identify or react appropriately or timely to customer buying decisions, we
could experience a reduction in consumer recognition of our products, a diminished brand image, higher markdowns, and higher costs
to recast overstocked jewelry. These factors could result in lowering selling prices and sales volumes for our products, which could
adversely affect our financial condition and results of operations.
There is only one source in the PRC for us to obtain the precious metals used in our jewelry products; accordingly, any interruptions
of our arrangement with this source would disrupt our ability to fulfill customer orders and substantially affect our ability to
continue our business operations.
Under PRC law, supply of precious metals such as platinum, gold, and silver are highly regulated by PRC government
agencies. The Shanghai Gold Exchange is the only supplier in the PRC for gold used for our jewelry products. We are required to obtain
and maintain several membership and approval certificates from government agencies in order to do business involving precious metals.
The loss of our relationship or failure to renew our membership with the Shanghai Gold Exchange, or its inability to furnish precious
metals to us as anticipated in terms of cost, quality, and timeliness, would adversely affect our ability to fulfill customer orders in
accordance with our required delivery, quality, and performance requirements. If this situation were to occur, we would not have any
alternative suppliers in the PRC to obtain our raw materials from, which would result in a decline in revenue and revenue potential, and
ultimately risk the overall continuation of our business operations.
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If we are not able to adapt to changing jewelry trends in the PRC, our inventory may be overstocked and we may be forced to reduce
the price of our overstocked jewelry or incur the cost to recast it into new jewelry.
Our jewelry sales depend on consumer fashions, preferences for jewelry and the demand for particular products in the PRC.
Jewelry design trends in the PRC can change rapidly. The ability to accurately predict future changes in taste, respond to changes in
consumer preferences, carry the inventory demanded by customers, deliver the appropriate quality, price products correctly and
implement effective purchasing procedures, all have an important influence on determining sales performance and maximizing gross
margin. If we fail to anticipate, identify or react appropriately to changes in styles and trends, we could experience excess inventories,
higher than normal markdowns or an inability to sell our products. If such a situation were to exist, we would need to incur additional
costs to recast our products to fit the demand, and the labor and manufacturing costs previously invested in the recast products would be
lost.
Our failure to manage growth effectively could have an adverse effect on our employee efficiency, product quality, working capital
levels, and results of operations.
We intend to develop the retail distribution of our products, which we believe will result in rapid growth, but will also place
significant demands on our managerial, operational and financial resources. Any significant growth in the market for our current
wholesale business and our planned retail distribution would require us to expand our managerial, operational, financial, and other
resources. During any period of growth, we may face problems related to our operational and financial systems and controls, including
quality control and delivery and service capabilities. We also will need to continue to expand, train and manage our employee base. If
we are unable to successfully build these skills and expand our number of skilled management and staff, we may be unsuccessful in
achieving our intended level of growth.
Aside from increased difficulties in the management of human resources, we may also encounter working capital issues, as we
will need increased liquidity to finance the purchases of raw materials and supplies, development of new products and the hiring of
additional employees. Our failure to manage growth effectively may lead to operational and financial inefficiencies that will have a
negative effect on our profitability. We cannot assure you that we will be able to timely and effectively meet that demand and maintain
the quality standards required by our existing and potential customers.
We rely on our distribution network for virtually all of our revenues. Failure to maintain good distributor relations could materially
disrupt our distribution business and harm our net sales.
Our business depends directly on the performance of our more than 400 distributors, which we also refer to as our customers.
Our largest distributor accounted for approximately 5.1% of our gross revenues during the nine months ended September 30, 2012 and
approximately 18.0% and 6.1% of our gross revenues during the years ended December 31, 2011 and 2010, respectively. As we do not
have long-term contracts with our distributors, it is critical that we maintain good relationships with them. However, maintaining good
relationships with existing distributors and replacing any distributor is difficult and time consuming. Our failure to maintain good
relationships with our distributors could materially disrupt our distribution business and harm our net sales.
We must maintain a relatively large inventory of our raw materials and jewelry products to support customer delivery requirements,
and if this inventory is lost due to theft, our results of operations would be negatively impacted.
We purchase large volumes of precious metals and store significant quantities of raw materials and jewelry products at our
warehouse and show room in Wuhan, PRC. Although we have an inventory security system in place, we may be subject to future
significant inventory losses due to third-party or employee theft from our warehouses or other forms of theft. The implementation of
enhanced security measures beyond those that we already utilize, which include an onsite police station with direct deployment of
officers and instant access to Wuhan city police department, security cameras, and alarm systems in our warehouse, would increase our
operating costs. Also, any such losses of inventory could exceed the limits of, or be subject to an exclusion from, coverage under our
insurance policies. Claims filed by us under our insurance policies could lead to increases in the insurance premiums payable by us or
the termination of coverage under the relevant policy.
Our business could be materially adversely affected if we cannot protect our intellectual property rights.
We have developed trademarks, patents, know-how, trade-names and other intellectual property rights that are of significant
value to us. In particular, we have applied for patents on a limited number of designs of our jewelry products and trademarks as well.
However, the legal regime governing intellectual property in the PRC is still evolving and the level of protection of intellectual property
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rights in the PRC may differ from those in other jurisdictions. Thus, it may be difficult to enforce our rights relating to these designs as
well as our trademarks. Any unauthorized use of, or other infringement upon our designs or trademarks, could result in potential sales
being diverted to such unauthorized sellers, and dilute the value of our brand.
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We are dependent on certain key personnel, and the loss of these key personnel could have a material adverse effect on our business,
financial condition and results of operations.
Our success, to a great extent, has been attributable to the management, sales and marketing, and operational and technical
expertise of certain key personnel. Moreover, our daily operation and performance rely heavily upon our senior management. There can
be no assurance that we will be able to retain these officers or that such personnel may not receive and/or accept competing offers of
employment. The loss of a significant number of these employees could have a material adverse effect upon our business, financial
condition and results of operations. We do not maintain key-man life insurance for any of our senior management.
We have short-term outstanding borrowings, and we may not be able to obtain extensions when they mature.
Our notes payable to banks for short-term borrowings as of each of September 30, 2012 and December 31, 2011 were
approximately $6.3 million. Loans are collateralized by our buildings, plant and machinery, etc. Interest expense paid for the years
ended December 31, 2011 and 2010 were $441,838 and $479,133, respectively, and fees paid to a third party guarantor for the years
ended December 31, 2011 and 2010 were $0 and $67,719, respectively. Interest expense paid for the nine months ended September 30,
2012 and 2011 were $336,212 and $120,811, respectively. Our notes payable for short-term borrowing as of September 30, 2012 was
approximately $6.3 million and bore an annual interest rate of 7%. These loans were repaid in full at maturity in November 2012,
following which we then borrowed substantially the same amount on similar terms but at an annual interest rate of 6.6%. Generally,
these short-term loans mature in one year or less and contain no renewal terms. However, in the PRC, it is customary practice for banks
and borrowers to negotiate roll-over or renewals of short-term borrowing on an on-going basis shortly before maturity, such that after
paymnent in full at maturity, the new short-term loans are extended on substantially the same or similar terms.
Although we have renewed our borrowings in the past, we cannot assure you that we will be able to renew these loans in the
future as they become mature. If we are unable to obtain renewals of these loans or sufficient alternative funding on reasonable terms
from banks or other parties, we will have to repay these borrowings with the cash on our balance sheet or cash generated by our future
operations, if any. We cannot assure you that our business will generate sufficient cash flow from operations to repay these borrowings.
The loss or significant reduction in business of any of our key customers may affect our revenues and earnings.
We are dependent on a limited number of customers for a large portion of our business. During the nine months ended
September 30, 2012, approximately 24.8% of our net sales were generated from our five largest customers as compared to 41.0% and
29.6% for the years ended December 31, 2011 and 2010, respectively. Our largest distributor accounted for approximately 5.1% of our
gross revenues during the nine months ended September 30, 2012 and approximately 18.0% and 6.1% of our gross revenues during the
years ended December 31, 2011 and 2010, respectively. All purchases of our products by customers are made through purchase orders
and we do not have long-term contracts with any of our customers. The loss of those customers, or any of our other customers to which
we sell a significant amount of our products, or any significant portion of orders from those customers, or any material adverse change
in the financial condition of such customers could negatively affect our revenues and decrease our earnings, if we cannot find new
customers in a timely manner.
We may not maintain sufficient insurance coverage for the risks associated with our business operations. As a result, we may incur
uninsured losses.
Except for property, accident and automobile insurance, we do not have other insurance of such as business liability or
disruption insurance coverage for our operations in the PRC. As a result, we may incur uninsured liabilities and losses as a result of the
conduct of our business. There can be no guarantee that we will be able to obtain additional insurance coverage in the future, and even if
we are able to obtain additional coverage, we may not carry sufficient insurance coverage to satisfy potential claims. Should uninsured
losses occur, any purchasers of our common stock could lose their investment.
The current global financial crisis and economic downturn may have an adverse effect on our business, results of operations and
financial condition.
The current global financial crisis and economic downturn have adversely affected economies and businesses around the
world, including in the PRC. Due to the global economical downturn, a decrease in consumer demand and a slowdown in domestic
property investments, the economic situation in the PRC has been challenging since the second half of 2008. This change in the
macroeconomic conditions has had and may continue to have an adverse impact on our business and operations. If the current economic
downturn continues, our business, results of operations and financial condition could be adversely affected.
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Potential environmental liability could have a material adverse effect on our operations and financial condition.
As a manufacturer, we are subject to various PRC environmental laws and regulations on air emission, waste water discharge,
solid wastes and noise. Although we believe that our operations are in substantial compliance with current environmental laws and
regulations, we may not be able to comply with these regulations at all times as the PRC environmental legal regime is evolving and
becoming more stringent. Therefore, if the PRC government imposes more stringent regulations in the future, we may have to incur
additional and potentially substantial costs and expenses in order to comply with new regulations, which may negatively affect our
results of operations. Further, no assurance can be given that all potential environmental liabilities have been identified or properly
quantified or that any prior owner, operator, or tenant has not created an environmental condition unknown to us. If we fail to comply
with any of the present or future environmental regulations in any material aspects, we may suffer from negative publicity and be
subject to claims for damages that may require us to pay substantial fines or force us to suspend or cease operations.
Compliance with changing regulation of corporate governance and public disclosure will result in additional expenses.
Changing laws, regulations and standards relating to corporate governance and public disclosure, including the Sarbanes-Oxley
Act of 2002, or the Sarbanes-Oxley Act, and related Commission regulations, have created uncertainty for public companies and
significantly increased the costs and risks associated with accessing the public markets and public reporting. Our management team will
need to invest significant management time and financial resources to more fully comply with both existing and evolving standards for
public companies, which will lead to increased general and administrative expenses and a diversion of management time and attention
from revenue generating activities to compliance activities.
Risks Related to Doing Business in the PRC
All of our assets are located in the PRC and all of our revenues are derived from our operations in the PRC, and changes in the
political and economic policies of the PRC government could have a significant impact upon what business we may be able to
conduct in the PRC and accordingly on the results of our operations and financial condition.
Our business operations may be adversely affected by the current and future political environment in the PRC. The PRC
government exerts substantial influence and control over the manner in which we must conduct our business activities. Our ability to
operate in the PRC may be adversely affected by changes in PRC laws and regulations, including those relating to taxation, import and
export tariffs, raw materials, environmental regulations, land use rights, property and other matters. Under the current government
leadership, the government of the PRC has been pursuing economic reform policies that encourage private economic activity and
greater economic decentralization. There is no assurance, however, that the government of the PRC will continue to pursue these
policies, or that it will not significantly alter these policies from time to time without notice.
Our operations are subject to PRC laws and regulations that are sometimes vague and uncertain. Any changes in such PRC laws
and regulations, or the interpretations thereof, may have a material and adverse effect on our business.
The PRC legal system is a civil law system based on written statutes. Unlike the common law system prevalent in the United
States, decided legal cases have little value as precedent in the PRC. There are substantial uncertainties regarding the interpretation and
application of PRC laws and regulations, including but not limited to the laws and regulations governing our business, or the
enforcement and performance of our arrangements with customers in the event of the imposition of statutory liens, death, bankruptcy or
criminal proceedings. The PRC government has been developing a comprehensive system of commercial laws, and considerable
progress has been made in introducing laws and regulations dealing with economic matters such as foreign investment, corporate
organization and governance, commerce, taxation and trade. However, because these laws and regulations are relatively new, and
because of the limited volume of published cases and judicial interpretation and their lack of force as precedents, interpretation and
enforcement of these laws and regulations involve significant uncertainties. New laws and regulations that affect existing and proposed
future businesses may also be applied retroactively.
One of our principal operating subsidiaries, Vogue-Show, is considered a foreign invested enterprise under PRC laws, and as a
result is required to comply with PRC laws and regulations, including laws and regulations specifically governing the activities and
conduct of foreign invested enterprises. We cannot predict what effect the interpretation of existing or new PRC laws or regulations may
have on our businesses. If the relevant authorities find us in violation of PRC laws or regulations, they would have broad discretion in
dealing with such a violation, including, without limitation:
·

levying fines;
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

S-16

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

·

revoking our business license, other licenses or authorities;

·

requiring that we restructure our ownership or operations; and

·

requiring that we discontinue some or all of our business.

The scope of our business license in the PRC is limited, and we may not expand or continue our business without government
approval and renewal, respectively.
Our operating affiliate, Wuhan Kingold, can only conduct business within its business scope, as detailed on its business license.
Our license permits us to design, manufacture, sell and market jewelry products to department stores throughout the PRC and to engage
in the retail distribution of our products. Any amendment to the scope of our business requires further application and government
approval. In order for us to expand our business beyond the scope of our license, we will be required to enter into a negotiation with the
authorities for the approval to expand the scope of our business. We cannot assure you that Wuhan Kingold will be able to obtain the
necessary government approval for any change or expansion of our business scope.
Because our revenues are generated in RMB and our results are reported in U.S. dollars, devaluation of the RMB could negatively
impact our results of operations.
The value of RMB is subject to changes in the PRC’s governmental policies and to international economic and political
developments. In January 1994, the PRC government implemented a unitary managed floating rate system. Under this system, the
PBOC began publishing a daily base exchange rate with reference primarily to the supply and demand of RMB against the U.S. dollar
and other foreign currencies in the market during the previous day. Authorized banks and financial institutions are allowed to quote buy
and sell rates for RMB within a specified band around the central bank’s daily exchange rate. On July 21, 2005, the PRC government
changed its decade-old policy of pegging the value of the RMB to the U.S. dollar. Under the current policy, the RMB is permitted to
fluctuate within a narrow and managed band against a basket of certain foreign currencies. This change in policy has resulted in an
appreciation of the RMB against the U.S. dollar. While the international reaction to the RMB revaluation has generally been positive,
there remains significant international pressure on the PRC government to adopt an even more flexible currency policy, which could
result in further fluctuations of the exchange rate of RMB against the U.S. dollar, including possible devaluations. As all of our net
revenues are recorded in RMB, any future devaluation of RMB against the U.S. dollar could negatively impact our results of operations.
Our PRC stockholders are required to register with the State Administration of Foreign Exchange and their failure to do so could
cause us to lose our ability to remit profits out of the PRC as dividends.
The State Administration of Foreign Exchange, or SAFE, issued a public notice in October 2005, or Circular 75, requiring PRC
residents to register with the local SAFE branch before establishing or controlling any company outside of China for the purpose of
capital financing with assets or equities of PRC companies owned by such PRC residents, referred to in the notice as an ‘‘offshore special
purpose vehicle.’’ SAFE has further issued a series of implementation guidance, including the most recent Notice of SAFE on Printing
and Distributing the Rules for the Implementation of the Operating Procedure of Foreign Exchange in Fund-Raising and Round-trip
Investment Activities of Domestic Residents Conducted via Offshore Special Purpose Companies, or Circular 19, which has come into
effect as of July 1, 2011. These regulations require PRC residents and PRC corporate entities to register with competent local branches of
SAFE in connection with their direct or indirect offshore investment in offshore special purpose vehicles. These regulations may apply to
our shareholders who are PRC residents or have PRC residents as their ultimate owners and may apply to any offshore acquisitions that
we make in the future.
Under these foreign exchange regulations, PRC residents who make, or have previously made prior to October 2005, direct or
indirect investments in offshore special purpose vehicles are required to register those investments. In addition, any PRC resident that is
a shareholder of an offshore special purpose vehicle is required to amend its SAFE registration with respect to that offshore special
purpose company in connection with any increase or decrease of capital, transfer of shares, merger, division, equity investment or
creation of any security interest over any assets located in China or other material changes in share capital. Moreover, any subsidiary of
such offshore special purpose company in China is required to urge the PRC resident shareholders to update their registration with the
local branch of SAFE. If any shareholder who is considered as a PRC resident by SAFE fails to make the required registration or to
update the previously filed registration, the subsidiary of such offshore special purpose company in China may be prohibited from
distributing its profits or the proceeds from any capital reduction, share transfer or liquidation to the offshore special purpose company,
and the offshore special purpose company may also be prohibited from making additional capital contribution into its subsidiary in
China.
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

S-17

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

These regulations apply to our stockholders who are PRC residents. As of the date of this prospectus supplement, our chairman
and chief executive officer, Zhihong Jia, and our general manager, Bin Zhao, have obtained their registrations and modification
registrations under Circular 75, Wen Yang has obtained her registration under Circular 75, and the other PRC residents are in the process
of obtaining such registrations. However, there is no assurance that such persons can successfully complete such registrations, and there
is no assurance that all of the PRC resident stockholders and beneficiary stockholders have complied with and will comply with the
SAFE registration requirements currently or in the future. In the event that these or other of our PRC-resident stockholders do not
follow the procedures required by SAFE, we could (i) be exposed to fines and legal sanctions, (ii) lose the ability to contribute
additional capital into our PRC subsidiaries or distribute dividends to our company, (iii) face liability for evasion of foreign-exchange
regulations, and/or (iv) lose the ability to consolidate the financial statements of our PRC subsidiaries under applicable accounting
principles.
Recent PRC regulations relating to acquisitions of PRC companies by foreign entities may create regulatory uncertainties that could
restrict or limit our ability to operate. Our failure to obtain the prior approval of the China Securities Regulatory Commission, or
CSRC, for the listing and trading of our common stock could have a material adverse effect on our business, operating results,
reputation and trading price of our common stock.
On August 8, 2006, the PRC Ministry of Commerce, or MOFCOM, joined by the State-owned Assets Supervision and
Administration Commission of the State Council, the State Administration of Taxation, the State Administration for Industry and
Commerce, the CSRC and SAFE, released a substantially amended version of the Provisions for Foreign Investors to Merge with or
Acquire Domestic Enterprises, or the Revised M&A Regulations, which took effect September 8, 2006. These new rules significantly
revised the PRC’s regulatory framework governing onshore-to-offshore restructurings and foreign acquisitions of domestic enterprises.
These new rules signify greater PRC government attention to cross-border merger, acquisition and other investment activities, by
confirming MOFCOM as a key regulator for issues related to mergers and acquisitions in the PRC and requiring MOFCOM approval of
a broad range of merger, acquisition and investment transactions. Further, the new rules establish reporting requirements for acquisition
of control by foreigners of companies in key industries, and reinforce the ability of the PRC government to monitor and prohibit foreign
control transactions in key industries.
In addition, the Revised M&A Regulations include new provisions that purport to require that an offshore special purpose
vehicle, or SPV, formed for listing purposes and controlled directly or indirectly by PRC companies or individuals must obtain the
approval of the CSRC prior to the listing and trading of such SPV’s securities on any non-PRC stock exchange. On September 21, 2006,
the CSRC published on its official website procedures specifying documents and materials required to be submitted to it by SPVs
seeking CSRC approval of their overseas listings. However, the application of this PRC regulation remains unclear with no consensus
currently existing among the leading PRC law firms regarding the scope and applicability of the CSRC approval requirement.
Our wholly-owned British Virgin Islands, or BVI, subsidiary, Dragon Lead, was formerly owned by eight BVI companies
whose shareholders are non-PRC individuals. We understand that some of these non-PRC individuals are nominee shareholders holding
shares on behalf of and for the interest of some PRC individuals and PRC companies who are also Wuhan Kingold minority
shareholders. These minority Wuhan Kingold shareholders do not have experience in conducting or managing businesses outside the
PRC, and therefore believe that to engage nominee shareholders to hold shares on their behalf are in their best commercial interest, and
could provide them with guidance when they evaluate whether to purchase, sell or dispose of our shares after the closing.
Also, on December 23, 2009, immediately before the reverse acquisition of Vogue Show, Fok Wing Lam Winnie (whose
Mandarin name is Huo Yong Lin), the sole shareholder of Famous Grow and the majority shareholder of Dragon Lead prior to the
closing of the reverse acquisition, entered into the call option with Zhihong Jia and Bin Zhao to comply with PRC regulations that
restrict PRC residents from owning offshore entities like us in direct exchange for their shares in the PRC operating company and as an
inducement to encourage them to provide services to Wuhan Kingold and our company. The call option does not include a vesting
schedule and continued employment is not a condition to the call option. Under the call option, as amended and restated, Fok Wing Lam
Winnie granted to Zhihong Jia and Bin Zhao certain call options to acquire up to 100% of the shares of Famous Grow at an exercise
price of $1.00, which is par value per share, or $0.001 per Famous Grow share, subject to any exercise notice, or Call Option, which
was determined in an arm’s length negotiation with the parties.
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The PRC regulatory authorities may take the view that entry into the VIE Agreements by Vogue-Show and Wuhan Kingold and
entry into the call option agreement by Zhihong Jia, Bin Zhao and Fok Wing Lam Winnie may collectively constitute an onshore to
offshore restructuring and a related party acquisition under the M&A Regulations, because upon the consummation of these transactions
and after the Call Option is fully exercised, PRC individuals would become majority owners and effective controlling parties of a
foreign entity that acquired ownership of Wuhan Kingold. The PRC regulatory authorities may also take the view that the relevant
parties should fully disclose to the Wuhan SAFE or MOFCOM the overall restructuring arrangements, the existence of the reverse
acquisition and its connection with the VIE Agreement. Our PRC counsel has opined among other things that: (i) each of our VIE
Agreements with Wuhan Kingold are valid and enforceable under relevant PRC laws, (ii) all government authorizations for the
execution, delivery, performance and enforcement of our VIE Agreements have been obtained as required by PRC laws, (iii) the
ownership structure of Vogue Show and Wuhan Kingold created by our VIE Agreements and the call options in favor of Zhihong Jia
and Bin Zhao do not violate any provisions of applicable PRC laws, and (iv) no PRC governmental approvals were required under the
Revised M&A Regulations in connection with our acquisition of our current ownership interests in any of our PRC subsidiaries or in
connection with the VIE Agreements. Our PRC counsel has reviewed and approved of these statements.
We, however, cannot assure you that the PRC regulatory authorities, MOFCOM and CSRC will take the same view as our PRC
counsel. If the PRC regulatory authorities take the view that the reverse acquisition and VIE Agreement constitute a related party
acquisition under the revised M&A Regulations, we cannot assure you we will be able to obtain any approval required from the national
offices of MOFCOM or otherwise.
If the PRC regulatory authorities take the view that the call options or the VIE Agreement constitutes a related party acquisition
without the approval of the national offices of MOFCOM, they could invalidate the call options and VIE Agreement. We may also face
regulatory actions or other sanctions from the MOFCOM or other PRC regulatory agencies. These regulatory agencies may impose
fines and penalties on our operations in the PRC, limit our operating privileges in the PRC, or take other actions that could have a
material adverse effect on our business, financial condition, results of operations, reputation and prospects, as well as the trading price
of our shares.
If we make equity compensation grants to persons who are PRC citizens, they may be required to register with the State
Administration of Foreign Exchange of the PRC, or SAFE. We may also face regulatory uncertainties that could restrict our ability
to adopt additional equity compensation plans for our directors and employees and other parties under PRC law.
In December 2006, the People’s Bank of China promulgated the Administrative Measures of Foreign Exchange Matters for
Individuals, which set forth the respective requirements for foreign exchange transactions by individuals (both PRC or non-PRC
citizens) under either the current account or the capital account. In January 2007, SAFE issued implementing rules for the
Administrative Measures of Foreign Exchange Matters for Individuals, which, among other things, specified approval requirements for
certain capital account transactions such as a PRC citizen’s participation in the employee stock ownership plans or stock option plans of
an overseas publicly-listed company. In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly-Listed Companies, or the Stock
Option Rules, which replaced the Application Procedures of Foreign Exchange Administration for Domestic Individuals Participating in
Employee Stock Ownership Plans or Stock Option Plans of Overseas Publicly-Listed Companies issued by SAFE in March 2007. Under
these rules, PRC residents who participate in a stock incentive plan in an overseas publicly-listed company are required to register with
SAFE or its local branches and complete certain other procedures. Participants of a stock incentive plan who are PRC residents must
retain a qualified PRC agent, which could be a PRC subsidiary of such overseas publicly-listed company or another qualified institution
selected by such PRC subsidiary, to conduct the SAFE registration and other procedures with respect to the stock incentive plan on
behalf of its participants. Such participants must also retain an overseas entrusted institution to handle matters in connection with their
exercise of stock options, the purchase and sale of corresponding stocks or interests and fund transfers. In addition, the PRC agent is
required to amend the SAFE registration with respect to the stock incentive plan if there is any material change to the stock incentive
plan, the PRC agent or the overseas entrusted institution or other material changes. We adopted our employee stock incentive plan on
October 31, 2011. As of the date of this prospectus supplement, none of our PRC resident employees has been granted any award under
the employee stock incentive plan. We and our PRC resident employees who participate in the employee stock incentive plan are subject
to these regulations. If we or our PRC option grantees fail to comply with these regulations, we or our PRC option grantees may be
subject to fines and other legal or administrative sanctions.
Failure to comply with the United States Foreign Corrupt Practices Act could subject us to penalties and other adverse
consequences.
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As we are a Delaware corporation, we are subject to the United States Foreign Corrupt Practices Act, which generally prohibits
United States companies from engaging in bribery or other prohibited payments to foreign officials for the purpose of obtaining or
retaining business. Some foreign companies, including some that may compete with our company, may not be subject to these
prohibitions. Corruption, extortion, bribery, pay-offs, theft and other fraudulent practices may occur from time-to-time in the PRC. We
can make no assurance, however, that our employees or other agents will not engage in conduct for which we might be held responsible.
If our employees or other agents are found to have engaged in such practices, we could suffer severe penalties and other consequences
that may have a material adverse effect on our business, financial condition and results of operations.
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We face uncertainty with respect to indirect transfers of equity interests in PRC resident enterprises by their non-PRC holding
companies.
Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share Transfers by Non-PRC Resident
Enterprises, or SAT Circular 698, issued by the State Administration of Taxation, or the SAT, on December 10, 2009 with retroactive
effect from January 1, 2008, where a non-resident enterprise transfers the equity interests of a PRC resident enterprise indirectly by
disposition of the equity interests of an overseas holding company, or an Indirect Transfer, and such overseas holding company is
located in a tax jurisdiction that: (a) has an effective tax rate less than 12.5% or (b) does not tax foreign income of its residents, the nonresident enterprise, being the transferor, shall report to the competent tax authority of the PRC resident enterprise this Indirect Transfer.
Using a “substance over form” principle, the PRC tax authority may disregard the existence of the overseas holding company if it lacks
a reasonable commercial purpose and was established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains
derived from such Indirect Transfer may be subject to PRC tax at a rate of up to 10%. SAT Circular 698 also provides that, where a nonPRC resident enterprise transfers its equity interests in a PRC resident enterprise to its related parties at a price lower than the fair
market value, the relevant tax authority has the power to make a reasonable adjustment to the taxable income of the transaction. In
addition, the PRC resident enterprise may be required to provide necessary assistance to support the enforcement of Circular 698. There
is uncertainty as to the application of SAT Circular 698. For example, while the term “Indirect Transfer” is not clearly defined, it is
understood that the relevant PRC tax authorities have jurisdiction regarding requests for information over a wide range of foreign
entities having no direct contact with China. Moreover, the relevant authority has not yet promulgated any formal provisions or formally
declared or stated how to calculate the effective tax rates in foreign tax jurisdictions, and the process and format of the reporting of an
Indirect Transfer to the competent tax authority of the relevant PRC resident enterprise remain unclear. In addition, there are not any
formal declarations with regard to how to determine whether a foreign investor has adopted an abusive arrangement in order to reduce,
avoid or defer PRC tax. SAT Circular 698 may be determined by the tax authorities to be applicable to our private equity financing
transactions where non-resident shareholders were involved, if any of such transactions were determined by the tax authorities to lack
reasonable commercial purpose. As a result, we and our non-resident investors may become at risk of being taxed under SAT
Circular 698 and may be required to expend valuable resources to comply with SAT Circular 698 or to establish that we should not be
taxed under SAT Circular 698, which may have a material adverse effect on our financial condition and results of operations or such
non-resident shareholders’ investments in us.
Under the New Enterprise Income Tax Law, we may be classified as a “resident enterprise” of the PRC. Such classification will
likely result in unfavorable tax consequences to us and our non-PRC stockholders.
Under the New Enterprise Income Tax Law, or EIT Law, an enterprise established outside the PRC with its “de facto
management body” within the PRC is considered a resident enterprise and will be subject to the enterprise income tax at the rate of 25%
on its worldwide income. The “de facto management body” is defined as the organizational body that effectively exercises overall
management and control over production and business operations, personnel, finance and accounting, and properties of the enterprise. It
remains unclear how the PRC tax authorities will interpret such a broad definition. If the PRC tax authorities determine that we should
be classified as a resident enterprise, then our worldwide income will be subject to income tax at a uniform rate of 25%, which may
have a material adverse effect on our financial condition and results of operations. However, it remains unclear how the PRC tax
authorities will interpret the PRC tax resident treatment of an offshore company, like us, having indirect ownership interests in PRC
enterprises through intermediary holding vehicles.
Moreover, under the New EIT Law, foreign shareholders of an entity that is classified as a PRC resident enterprise may be
subject to a 10% withholding tax upon dividends payable by such entity, unless the jurisdiction of incorporation of the foreign
shareholder of such entity has a tax treaty with the PRC that provides for a reduced rate of withholding tax, and gains realized on the
sale or other disposition of shares, if such income is sourced from within the PRC. It remains unclear whether the dividends payable by
our PRC subsidiary or the gains our foreign shareholders may realize will be regarded as income from sources within the PRC if we are
classified as a PRC resident enterprise. Any such tax will reduce the returns on your investment in our shares of common stock.
Because our business is located in the PRC, we may have difficulty establishing adequate management, legal and financial controls,
which we are required to do in order to comply with U.S. securities laws.
PRC companies have historically not adopted a Western style of management and financial reporting concepts and practices,
which includes strong corporate governance, internal controls and, computer, financial and other control systems. Most of our middle
and top management staff are not educated and trained in the Western system, and we may have difficulty hiring new employees in the
PRC with such training. In addition, we may need to rely on a new and developing communication infrastructure to efficiently transfer
our information from retail outlets to our headquarters. As a result of these factors, we may experience difficulty in establishing
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management, legal and financial controls, collecting financial data and preparing financial statements, books of account and corporate
records and instituting business practices that meet Western standards. Therefore, we may, in turn, experience difficulties in
implementing and maintaining adequate internal controls as required under Section 404 of the Sarbanes-Oxley Act. This may result in
significant deficiencies or material weaknesses in our internal controls, which could impact the reliability of our financial statements
and prevent us from complying with Commission rules and regulations and the requirements of the Sarbanes-Oxley Act. Any such
deficiencies, weaknesses or lack of compliance could have a materially adverse effect on our business.
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You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing original actions in the
PRC based upon U.S. laws, including the federal securities laws, or other foreign laws against us or our management.
All of our current operations, including the manufacturing and distribution of jewelry, are conducted in the PRC. Moreover,
most of our directors and officers are nationals and residents of the PRC. All or substantially all of the assets of these persons are
located outside the United States and in the PRC. As a result, it may not be possible to effect service of process within the United States
or elsewhere outside the PRC upon these persons. In addition, uncertainty exists as to whether the courts of the PRC would recognize or
enforce judgments of U.S. courts obtained against us or such officers and/or directors predicated upon the civil liability provisions of the
securities laws of the United States or any state thereof, or be competent to hear original actions brought in the PRC against us or such
persons predicated upon the securities laws of the United States or any state thereof.
Governmental control of currency conversions could prevent us from paying dividends.
All of our revenue is earned in RMB and current and future restrictions on currency conversions may limit our ability to use
revenue generated in RMB to make dividend or other payments in United States dollars. Although the PRC government introduced
regulations in 1996 to allow greater convertibility of the RMB for current account transactions, significant restrictions still remain,
including the restrictions that foreign-invested enterprises like us may buy, sell or remit foreign currencies only after providing valid
commercial documents at a PRC bank specifically authorized to conduct foreign-exchange business.
In addition, conversion of RMB for capital account items, including direct investment and loans, is subject to governmental
approval in the PRC, and companies are required to open and maintain separate foreign-exchange accounts for capital account items.
There is no guarantee that PRC regulatory authorities will not impose additional restrictions on the convertibility of the RMB. These
restrictions could prevent us from distributing dividends and thereby reduce the value of our stock.
Inflation in the PRC may inhibit our ability to conduct business in the PRC.
In recent years, the PRC economy has experienced periods of rapid expansion and high rates of inflation. Rapid economic
growth can lead to growth in the money supply and rising inflation. If prices for our products rise at a rate that is insufficient to
compensate for the rise in the cost of supplies, it may have an adverse effect on profitability. These factors have led to the adoption by
the PRC government, from time to time, of various corrective measures designed to restrict the availability of credit or regulate growth
and contain inflation. High inflation may, in the future, cause the PRC government to impose controls on credit and/or prices, or to take
other action, which could inhibit economic activity in the PRC, and thereby harm the market for our products.
Currency fluctuations and restrictions on currency exchange may adversely affect our business, including limiting our ability to
convert RMB into foreign currencies and, if RMB were to decline in value, reducing our revenue in U.S. dollar terms.
Our reporting currency is the U.S. dollar and our operations in the PRC use their local currency, the RMB, as their functional
currency. Substantially all of our revenue and expenses are in RMB. We are subject to the effects of exchange rate fluctuations with
respect to any of these currencies. For example, the value of the RMB depends to a large extent on PRC government policies and the
PRC’s domestic and international economic and political developments, as well as supply and demand in the local market. Since 1994,
the official exchange rate for the conversion of RMB to the U.S. dollar had generally been stable and the RMB had appreciated slightly
against the U.S. dollar. However, on July 21, 2005, the PRC government changed its policy of pegging the value of RMB to the U.S.
dollar. Under the new policy, RMB may fluctuate within a narrow and managed band against a basket of certain foreign currencies. It is
possible that the PRC government could adopt a more flexible currency policy, which could result in more significant fluctuation of
RMB against the U.S. dollar. We can offer no assurance that RMB will be stable against the U.S. dollar or any other foreign currency.
The income statements of our operations are translated into U.S. dollars at the average exchange rates in each applicable
period. To the extent the U.S. dollar strengthens against foreign currencies, the translation of these foreign currencies denominated
transactions results in reduced revenue, operating expenses and net income for our international operations. Similarly, to the extent the
U.S. dollar weakens against foreign currencies, the translation of these foreign currency denominated transactions results in increased
revenue, operating expenses and net income for our international operations. We are also exposed to foreign exchange rate fluctuations
as we convert the financial statements of our foreign subsidiaries into U.S. dollars in consolidation. If there is a change in foreign
currency exchange rates, the conversion of the foreign subsidiaries’ financial statements into U.S. dollars will lead to a translation gain
or loss which is recorded as a component of other comprehensive income. In addition, we have certain assets and liabilities that are
denominated in currencies other than the relevant entity’s functional currency. Changes in the functional currency value of these assets
and liabilities create fluctuations that will lead to a transaction gain or loss. We have not entered into agreements or purchased
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instruments to hedge our exchange rate risks, although we may do so in the future. The availability and effectiveness of any hedging
transaction may be limited and we may not be able to successfully hedge our exchange rate risks.
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Risks Related to the VIE Agreements
If the PRC government determines that the contractual arrangements through which we control Wuhan Kingold do not comply with
applicable regulations, our business could be adversely affected.
Although we believe our contractual relationships through which we control Wuhan Kingold comply with current licensing,
registration and regulatory requirements of the PRC, we cannot assure you that the PRC government would agree, or that new and
burdensome regulations will not be adopted in the future. If the PRC government determines that our structure or operating
arrangements do not comply with applicable law, it could revoke our business and operating licenses, require us to discontinue or
restrict our operations, restrict our right to collect revenues, require us to restructure our operations, impose additional conditions or
requirements with which we may not be able to comply, impose restrictions on our business operations or on our customers, or take
other regulatory or enforcement actions against us that could be harmful to our business.
The PRC government may determine that the VIE Agreements are not in compliance with applicable PRC laws, rules and
regulations.
Vogue-Show manages and operates our gold jewelry business through Wuhan Kingold pursuant to the rights it holds under the
VIE Agreements. Almost all economic benefits and risks arising from Wuhan Kingold’s operations are transferred to Vogue-Show
under these agreements. Details of the VIE Agreements are set out in “Item 1. Business — Company History” in our Annual Report on
Form 10-K for the year ended December 31, 2011, which is incorporated by reference in this prospectus supplement.
There are risks involved with the operation of our business in reliance on the VIE Agreements, including the risk that the VIE
Agreements may be determined by PRC regulators or courts to be unenforceable. Our PRC counsel has provided a legal opinion that the
VIE Agreements are binding and enforceable under PRC law, but has further advised that if the VIE Agreements were for any reason
determined to be in breach of any existing or future PRC laws or regulations, the relevant regulatory authorities would have broad
discretion in dealing with such breach, including:
·

imposing economic penalties;

·

discontinuing or restricting the operations of Vogue-Show or Wuhan Kingold;

·

imposing conditions or requirements in respect of the VIE Agreements with which Vogue-Show may not be able to
comply;

·

requiring our company to restructure the relevant ownership structure or operations;

·

taking other regulatory or enforcement actions that could adversely affect our company’s business; and

·

revoking the business licenses and/or the licenses or certificates of Vogue-Show, and/or voiding the VIE Agreements.

Any of these actions could adversely affect our ability to manage, operate and gain the financial benefits of Wuhan Kingold,
which would have a material adverse impact on our business, financial condition and results of operations.
Our ability to manage and operate Wuhan Kingold under the VIE Agreements may not be as effective as direct ownership.
We conduct our jewelry processing and sales businesses in the PRC and generate virtually all of our revenues through the VIE
Agreements. Our plans for future growth are based substantially on growing the operations of Wuhan Kingold. However, the VIE
Agreements may not be as effective in providing us with control over Wuhan Kingold as direct ownership. Under the current VIE
Agreements, as a legal matter, if Wuhan Kingold fails to perform its obligations under these contractual arrangements, we may have to
(i) incur substantial costs and resources to enforce such arrangements, and (ii) rely on legal remedies under PRC law, which we cannot
be sure would be effective. Therefore, if we are unable to effectively control Wuhan Kingold, it may have an adverse effect on our
ability to achieve our business objectives and grow our revenues.
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As the VIE Agreements are governed by PRC law, we would be required to rely on PRC law to enforce our rights and remedies
under them; PRC law may not provide us with the same rights and remedies as are available in contractual disputes governed by the
law of other jurisdictions.
The VIE Agreements are governed by the PRC law and provide for the resolution of disputes through court proceedings
pursuant to PRC law. If Wuhan Kingold or its shareholders fail to perform the obligations under the VIE Agreements, we would be
required to resort to legal remedies available under PRC law, including seeking specific performance or injunctive relief, or claiming
damages. We cannot be sure that such remedies would provide us with effective means of causing Wuhan Kingold to meet its
obligations, or recovering any losses or damages as a result of non-performance. Further, the legal environment in the PRC is not as
developed as in other jurisdictions. Uncertainties in the application of various laws, rules, regulations or policies in PRC legal system
could limit our liability to enforce the VIE Agreements and protect our interests.
The VIE Agreements may be subject to audit or challenge by PRC tax authorities. A finding that we owe additional taxes could
substantially reduce our net earnings and the value of your investment.
Under PRC laws and regulations, arrangements and transactions among affiliated parties may be subject to audit or challenge
by the PRC tax authorities. We could face material and adverse tax and financial consequences if the PRC tax authorities determine that
the VIE Agreements do not represent arm’s-length prices. As a result of such a determination, the PRC tax authorities could adjust any
of the income in the form of a transfer pricing adjustment. A transfer pricing adjustment could, among other things, result in a reduction
of expense deductions for PRC tax purposes recorded by us or Wuhan Kingold or an increase in taxable income, all of which could
increase our tax liabilities. In addition, the PRC tax authorities may impose late payment fees and other penalties on us or Wuhan
Kingold for under-paid taxes.
Our shareholders have potential conflicts of interest with us which may adversely affect our business.
Zhihong Jia is our chief executive officer and our chairman, and is also the largest shareholder of Wuhan Kingold. There could
be conflicts that arise from time to time between our interests and the interests of Mr. Jia. There could also be conflicts that arise
between us and Wuhan Kingold that would require our shareholders and Wuhan Kingold’s shareholders to vote on corporate actions
necessary to resolve the conflict. There can be no assurance in any such circumstances that Mr. Jia will vote his shares in our best
interest or otherwise act in the best interests of our company. If Mr. Jia fails to act in our best interests, our operating performance and
future growth could be adversely affected. In addition, some or all of our shareholders could violate the non-competition agreements
they have signed with our company by diverting business opportunities from our company to others. In such event, our business,
financial condition and results of operations could be adversely affected.
We rely on the approval certificates and business license held by Vogue-Show and any deterioration of the relationship between
Vogue-Show and Wuhan Kingold could materially and adversely affect our business operations.
We operate our jewelry processing and sales businesses in the PRC on the basis of the approval certificates, business license
and other requisite licenses held by Vogue-Show. There is no assurance that Vogue-Show will be able to renew its license or certificates
when their terms expire with substantially similar terms as the ones they currently hold.
Further, our relationship with Wuhan Kingold is governed by the VIE Agreements that are intended to provide us with
effective control over the business operations of Wuhan Kingold. However, the VIE Agreements may not be effective in providing
control over the application for and maintenance of the licenses required for our business operations. Wuhan Kingold could violate the
VIE Agreements, go bankrupt, suffer from difficulties in its business or otherwise become unable to perform its obligations under the
VIE Agreements and, as a result, our operations, reputations and business could be severely harmed.
If Vogue-Show exercises the purchase options it holds over Wuhan Kingold’s share capital and assets pursuant to the VIE
Agreements, the payment of the purchase price could materially and adversely affect our financial position.
Under the VIE Agreements, Wuhan Kingold’s shareholders have granted Vogue-Show a ten-year option to purchase 100% of
the share capital in Wuhan Kingold at a price determined by appraisal by an asset evaluation institution to be jointly appointed by
Vogue-Show and Wuhan Kingold’s shareholders. Concurrently, Wuhan Kingold granted Vogue-Show a ten-year option to purchase
Wuhan Kingold’s assets at a price determined by appraisal by such asset evaluation institution. As Wuhan Kingold is already our
contractually controlled affiliate, Vogue-Show’s exercising of the above two options would not bring immediate benefits to our
company, and payment of the purchase prices could adversely affect our financial position.
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Risks Related to Our Common Stock and this Offering
The market price for our shares of common stock may be volatile.
The market price for our shares of common stock is likely to be highly volatile and subject to wide fluctuations in response to
factors including, but not limited to, the following:
·

actual or anticipated fluctuations in our quarterly operating results and changes or revisions of our expected operating
results;

·

changes in financial estimates by securities research analysts;

·

conditions in the markets for our products;

·

changes in the economic performance or market valuations of companies specializing in gold jewelry;

·

announcements by us, or our competitors, of new products, acquisitions, strategic relationships, joint ventures or
capital commitments;

·

addition or departure of senior management and key personnel;

·

any issuance by us of additional securities, including debt or equity or a combination thereof; and

·

fluctuations of exchange rates between the RMB and the U.S. dollar.

The market price for our shares dropped from $4.21 as of January 3, 2011 to $1.14 as of December 31, 2011. On January 10,
2013, the last reported sale price of our common stock on the NASDAQ Capital Market was $1.30. Volatility in the price of our shares
may result in shareholder litigation that could in turn result in substantial costs and a diversion of our management’s attention and
resources.
The financial markets in the United States and other countries have experienced significant price and volume fluctuations, and
market prices have been and continue to be extremely volatile. Volatility in the price of our shares may be caused by factors outside of
our control and may be unrelated or disproportionate to our results of operations. In the past, following periods of volatility in the
market price of a public company’s securities, shareholders have frequently instituted securities class action litigation against that
company. Litigation of this kind could result in substantial costs and a diversion of our management’s attention and resources.
We may issue additional common stock or warrants to purchase additional common stock, which might dilute the net tangible book
value per share of our common stock.
Our board of directors has the authority, without action or vote of our stockholders, to issue all or a part of our authorized but
unissued shares or warrants to purchase all or a part of our authorized but unissued shares. Such stock issuances could be made at a
price that reflects a discount to, or a premium from, the then-current market price of our common stock. In addition, in order to raise
capital, we may need to issue securities that are convertible into or exchangeable for a significant amount of our common stock or
warrants to purchase a significant amount of our common stock. These issuances would dilute the percentage ownership interest, which
would have the effect of reducing your influence on matters on which our stockholders vote, and might dilute the net tangible book
value per share of our common stock. You may incur additional dilution if holders of stock options, whether currently outstanding or
subsequently granted, exercise their options, or if warrant holders exercise their warrants to purchase shares of our common stock.
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A sale of a substantial number of shares of the common stock may cause the price of our common stock to decline.
Finance transactions resulting in a large amount of newly issued shares that become readily tradable, such as the potential
issuance of shares to EFH as collateral for loans under the Loan Agreement, or other events that cause current stockholders to sell
shares, could place downward pressure on the trading price of our stock. In addition, the lack of a robust resale market may require a
stockholder who desires to sell a large number of shares of common stock to sell the shares in increments over time to mitigate any
adverse impact of the sales on the market price of our stock.
If our stockholders sell, or the market perceives that our stockholders intend to sell for various reasons, including the ending of
restriction on resale or the expiration of lock-up agreements such as those entered into in connection with this offering, substantial
amounts of our common stock in the public market, including shares issued upon the exercise of outstanding options or warrants, the
market price of our common stock could fall. Sales of a substantial number of shares of our common stock may make it more difficult
for us to sell equity or equity-related securities in the future at a time and price that we deem reasonable or appropriate. We may become
involved in securities class action litigation that could divert management’s attention and harm our business.
As of December 31, 2012, we had 54,521,140 shares of common stock issued and outstanding. Substantially all of these shares
are available for public sale, subject in some cases to volume and other limitations or delivery of a prospectus. As of December 31,
2012, we had reserved for issuance (i) 3,040,000 shares of our common stock issuable upon exercise of outstanding stock options under
our 2011 Stock Incentive Plan at a weighted average exercise price of $1.95 per share as of December 31, 2012; and (ii) 1,388,358
shares of our common stock issuable upon exercise of outstanding warrants at a weighted average exercise price of $1.57 per share as of
December 31, 2012. Subject to applicable vesting requirements, upon exercise of the outstanding options and warrants, the underlying
shares may be resold into the public market. In the case of outstanding options and warrants that have exercise prices that are below the
market price of our common stock from time to time, investors would experience dilution. We cannot predict if future issuances or sales
of our common stock, or the availability of our common stock for issuance or sale, will harm the market price of our common stock or
our ability to raise capital.
If the trading price of our common stock falls, our common stock could be delisted from the NASDAQ Capital Market.
We must meet NASDAQ’s continuing listing requirements in order for our common stock to remain listed on the NASDAQ
Capital Market. The listing criteria we must meet include, but are not limited to, a minimum bid price for our common stock of $1.00
per share. The trading price of our common stock has fallen below that level, and has been as low as $0.97 per share within the last
twelve months. Failure to meet NASDAQ’s continued listing criteria may result in the delisting of our common stock from the
NASDAQ Capital Market. A delisting from the NASDAQ Capital Market will make the trading market for our common stock less
liquid, and will also make us ineligible to use Form S-3 to register the sale of shares of our common stock or to register the resale of our
securities held by certain of our security holders with the SEC, thereby making it more difficult and expensive for us to register our
common stock or other securities and raise additional capital.
Following the exercise of his Call Option, our Chairman and Chief Executive Officer would exercise significant influence over us.
Our chairman and chief executive officer, Zhihong Jia, will beneficially own or control approximately 33% of our outstanding
shares if he chooses to fully exercise his Call Option to purchase shares of Famous Grow. Mr. Jia thereafter could possibly have a
controlling influence in determining the outcome of any corporate transaction or other matters submitted to our stockholders for
approval, including mergers, consolidations and the sale of all or substantially all of our assets, election of directors, and other
significant corporate actions. Mr. Jia may also have the power to prevent or cause a change in control. In addition, without the consent
of Mr. Jia, we could be prevented from entering into transactions that could be beneficial to us. The interests of Mr. Jia may differ from
the interests of our other stockholders.
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Our board of directors has the power to designate, without stockholder approval, series of preferred stock, the shares of which could
be senior to our common stock and be entitled to conversion or voting rights that adversely affect the holders of our common stock.
Our certificate of incorporation authorizes the issuance of 500,000 shares of preferred stock (no shares of preferred stock were
issued and outstanding as of the date of this prospectus supplement), and empowers our board of directors to prescribe, by resolution
and without stockholder approval, a class or series of preferred stock, including the number of shares in the class or series and the voting
powers, designations, rights, preferences, restrictions and the relative rights in each such class or series. Accordingly, we may designate
and issue a class or series of preferred stock, the shares of which would rank senior to the shares of our common stock as to dividend
rights or rights upon our liquidation, winding-up, or dissolution.
We will have broad discretion and flexibility in how the net proceeds from this offering are used, and we may use the net proceeds in
ways in which you disagree.
We currently intend to use the net proceeds from this offering for working capital and other general corporate purposes. See
“Use of Proceeds” in this prospectus supplement. We have not allocated specific amounts of the net proceeds from this offering for any
of the foregoing purposes. Accordingly, our management will have significant discretion and flexibility in applying the net proceeds of
this offering. You will be relying on the judgment of our management with regard to the use of these net proceeds, and you will not have
the opportunity, as part of your investment decision, to assess whether the net proceeds are being used appropriately. It is possible that
the net proceeds will be invested in a way that does not yield a favorable, or any, return for us. The failure of our management to use
such funds effectively could have a material adverse effect on our business, financial condition, operating results and cash flow.
We do not foresee paying cash dividends in the foreseeable future and, as a result, our investors’ sole source of gain, if any, will
depend on capital appreciation, if any.
We currently intend to retain all future earnings, if any, for use in the operations and expansion of the business. As a result, we
do not anticipate paying cash dividends in the foreseeable future. Any future determination as to the declaration and payment of cash
dividends will be at the discretion of our board of directors and will depend on factors our board of directors deems relevant, including
among others, our results of operations, financial condition and cash requirements, business prospects, and the terms of our credit
facilities, if any, and any other financing arrangements. Because we do not intend to pay dividends on our shares, stockholders will
benefit from an investment in our shares only if those shares appreciate in value. Moreover, investors may not be able to resell their
shares of our company at or above the price they paid for them. As a result, investors should not rely on an investment in our common
stock if they require the investment to produce dividend income.
If we fail to maintain effective internal controls over financial reporting, the price of our common stock may be adversely affected.
We are required to establish and maintain appropriate internal controls over financial reporting. Failure to establish those
controls, or any failure of those controls once established, could adversely impact our public disclosures regarding our business,
financial condition or results of operations. Any failure of these controls could also prevent us from maintaining accurate accounting
records and discovering accounting errors and financial fraud. Rules adopted by the Commission pursuant to Section 404 of the
Sarbanes-Oxley Act require annual assessment of our internal control over financial reporting, and attestation of this assessment by our
independent registered public accountants.
As disclosed in Item 9A of our Annual Report on Form 10-K for the period ended December 31, 2010, during our review of
our financial statements and results for the 2010 fiscal year, our management, under the supervision and with the participation of our
Chief Executive Officer and Chief Financial Officer, identified an internal control matter that rose to the level of a material weakness.
Consequently, our Chief Executive Officer and Chief Financial Officer concluded at such time that our disclosure controls and
procedures were not effective at December 31, 2010. In an effort to remediate the material weakness described above, and to enhance
our internal control over financial reporting, during 2011, we continued to implement the remediation initiatives outlined in the section
titled “Remediation Plan” in Item 9A of our Annual Report on Form 10-K for the period ended December 31, 2010. More specifically,
we hired an external consultant to provide, on an as needed basis, independent review and oversight of non-routine transactions and
accounting estimates, and the evaluation of the application of generally accepted accounting principles relating to complex accounting
matters on a regular basis. Management believes that the above remediation measures have been effectively implemented and
maintained and therefore have effectively remediated as of December 31, 2011 the material weaknesses previously reported in our
Annual Report on Form 10-K for the year ended December 31, 2010. The effectiveness of our internal control over financial reporting
as of December 31, 2011 has been audited by Friedman LLP, an independent registered public accounting firm, as stated in their report
which is included our Annual Report on Form 10-K for the year ended December 31, 2011 and incorporated by reference herein. Their
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report expresses an unqualified opinion on the effectiveness of the Company’s internal controls over financial reporting as of December
31, 2011.
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The standards that must be met for management to assess the internal control over financial reporting as effective are new and
complex, and require significant documentation, testing and possible remediation to meet the detailed standards. We may encounter
problems or delays in completing activities necessary to make an assessment of our internal control over financial reporting. In addition,
the attestation process by our independent registered public accountants is new and we may encounter problems or delays in completing
the implementation of any requested improvements and receiving an attestation of our assessment by our independent registered public
accountants. If we cannot assess our internal controls over financial reporting as effective, or our independent registered public
accountants are unable to provide an unqualified attestation report on such assessment, investor confidence and share value may be
negatively impacted.
In addition, management’s assessment of internal controls over financial reporting may identify additional weaknesses and
conditions that need to be addressed or other potential matters that may raise concerns for investors. Any actual or perceived
weaknesses and conditions that need to be addressed in our internal controls over financial reporting, disclosure of management’s
assessment of our internal controls over financial reporting, or disclosure of our public accounting firm’s attestation to or report on
management’s assessment of our internal controls over financial reporting may have an adverse impact on the price of our common
stock.
Our quarterly results may fluctuate because of many factors and, as a result, investors should not rely on quarterly operating results
as indicative of future results.
Fluctuations in operating results or the failure of operating results to meet the expectations of public market analysts and
investors may negatively impact the value of our common stock. Quarterly operating results may fluctuate in the future due to a variety
of factors that could affect revenues or expenses in any particular quarter. Fluctuations in quarterly operating results could cause the
value of our common stock to decline. Investors should not rely on quarter-to-quarter comparisons of results of operations as an
indication of future performance. As a result of the factors listed below, it is possible that in future periods the results of operations may
be below the expectations of public market analysts and investors. This could cause the market price of our common stock to decline.
Factors that may affect our quarterly results include:
·

vulnerability of our business to a general economic downturn in the PRC;

·

fluctuation and unpredictability of costs related to the gold, platinum and precious metals and other commodities used
to manufacture our products;

·

seasonality of our business;

·

changes in the laws of the PRC that affect our operations;

·

competition from our competitors; and

·

our ability to obtain all necessary government certifications and/or licenses to conduct our business.

Provisions of Delaware law may prevent or delay a change of control, which could depress the trading price of our common stock.
We are subject to the Delaware anti-takeover laws regulating corporate takeovers. These anti-takeover laws prevent Delaware
corporations from engaging in a merger or sale of more than 10% of its assets with any stockholder, including all affiliates and
associates of the stockholder, who owns 15% or more of the corporation’s outstanding voting stock, for three years following the date
that the stockholder acquired 15% or more of the corporation’s assets unless:
·

the Board of Directors approved the transaction in which the stockholder acquired 15% or more of the corporation’s
assets;

·

after the transaction in which the stockholder acquired 15% or more of the corporation’s assets, the stockholder owned
at least 85% of the corporation’s outstanding voting stock, excluding shares owned by directors, officers and
employee stock plans in which employee participants do not have the right to determine confidentially whether shares
held under the plan will be tendered in a tender or exchange offer; or
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·

on or after this date, the merger or sale is approved by the Board of Directors and the holders of at least two-thirds of
the outstanding voting stock that is not owned by the stockholder.

A Delaware corporation may opt out of the Delaware anti-takeover laws if its certificate of incorporation or bylaws so
provides. We have not opted out of the provisions of the anti-takeover laws. As such, these laws could prohibit or delay mergers or other
takeover or change of control of us and may discourage attempts by other companies to acquire us even if it would be beneficial to
stockholders.
Our certificate of incorporation and bylaws contain provisions that could discourage a third-party from acquiring us.
Our certificate of incorporation and bylaws, as applicable, among other things, (1) provide our board with the ability, subject to
certain exceptions, to alter the bylaws without stockholder approval, and (2) provide that vacancies on our board of directors may be
filled by a majority of directors in office. These provisions, while designed to reduce vulnerability to an unsolicited acquisition proposal,
and to discourage certain tactics used in proxy fights, may negatively impact a third-party’s decision to acquire us even if it would be
beneficial to stockholders.
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USE OF PROCEEDS
We estimate that our net proceeds from the sale of all 7,000,000 shares of common stock offered and sold to the investors
pursuant to this prospectus supplement and accompanying prospectus will be approximately $12,000,000 million, based upon the public
offering price of $1.80 per share and after deducting estimated offering expenses that are payable by us. If the investors exercise their
warrants in full, we estimate that we will receive additional net proceeds of approximately $4,975,000 after deducting estimated offering
expenses that are payable by us.
We intend to use the net proceeds from this offering for the purchase of additional raw materials for our products, working
capital and other general corporate purposes.
We have not yet determined the amount of net proceeds to be used specifically for any of the foregoing purposes. Accordingly,
our management will have significant discretion and flexibility in applying the net proceeds from this offering. Pending the uses
described above, we intend to invest the net proceeds.
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MARKET FOR COMMON STOCK
Our common stock is listed on The NASDAQ Capital Market under the symbol “KGJI.” Prior to August 18, 2010, our
common stock was listed for quotation on the OTC Bulletin Board under the symbol “KGJI.” For a description of our common stock,
see “Description of Capital Stock” in the accompanying prospectus.
The following table sets forth, for the periods indicated, the range of quarterly high and low sales prices for our common stock
in U.S. dollars. Prior to our listing on The NASDAQ Capital Market, these quotations reflect inter-dealer prices, without retail mark-up,
mark-down or commission, involving our common stock during each calendar quarter, and may not represent actual transactions. On
January 10, 2013, the last reported sale price of our common stock on The NASDAQ Capital Market was $1.30 per share.
High

Low

Fiscal Year Ending December 31, 2013
First Quarter (through January 10, 2013)

$

1.50

$

1.08

First Quarter

$

2.24

$

1.12

Second Quarter

$

2.93

$

1.34

Third Quarter

$

1.86

$

1.31

Fourth Quarter

$

1.55

$

0.97

First Quarter

$

4.39

$

2.05

Second Quarter

$

2.50

$

1.28

Third Quarter

$

2.15

$

1.23

Fourth Quarter

$

1.61

$

0.88

Fiscal Year Ending December 31, 2012

Fiscal Year Ended December 31, 2011
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DIVIDEND POLICY
We currently intend to retain all available funds and any future earnings for use in the operation and expansion of our business
and do not anticipate paying any cash dividends on our common stock for the foreseeable future. Investors seeking cash dividends in the
immediate future should not purchase our common stock. Future cash dividends, if any, will be at the discretion of our board of
directors and will depend upon our future operations and earnings, capital requirements and surplus, general financial condition,
contractual restrictions and other factors as our board of directors may deem relevant. We can pay dividends only out of our profits or
other distributable reserves and dividends or distribution will only be paid or made if we are able to pay our debts as they fall due in the
ordinary course of business. Payment of future dividends, if any, will be at the discretion of the board of directors after taking into
account various factors, including current financial condition, operating results, current and anticipated cash needs and regulations
governing dividend distributions by wholly foreign owned enterprises in the PRC.
If we do not pay dividends, a return on your investment will occur only if the market price of our common stock appreciates.
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PLAN OF DISTRIBUTION
We have entered into a Subscription Agreement with three individual investors, dated January 10, 2013 providing for the sale of
7,000,000 shares of our common stock at a purchase price of $1.80 per share. We also granted the investors warrants to acquire an
aggregate 2,800,000 additional shares of our common stock at $1.80 per share, which warrants are exercisable in whole or in part at any
time within twelve months of the date of the Subscription Agreement.
Description of Warrants
We issued the investors warrants to purchase an aggregate of 2,800,000 shares of our common stock at an exercise price of
$1.80 per share. The warrants are exercisable in whole or in part at any time within twelve months of the date of the Subscription
Agreement. The exercise price and number of shares issuable upon exercise of the warrants may be adjusted in certain circumstances
including in the event of a stock dividend, stock split, reverse stock split, or our recapitalization, reorganization, merger or
consolidation. However, the warrant exercise price or underlying shares will not be adjusted for issuances of shares of common stock at
a price below the warrant exercise price.
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LEGAL MATTERS
The validity of the securities offered hereby will be passed upon for us by Reed Smith LLP, New York, New York.
WHERE YOU CAN FIND MORE INFORMATION
This prospectus supplement and the accompanying prospectus are part of the registration statement on Form S-3 (File No.
333-179694) we filed with the SEC under the Securities Act and do not contain all of the information set forth in the registration
statement. Whenever a reference is made in this prospectus supplement or the accompanying prospectus to any of our contracts,
agreements or other documents, the reference may not be complete, and you should refer to the exhibits that are a part of the registration
statement or the exhibits to the reports or other documents incorporated by reference into this prospectus supplement and the
accompanying prospectus for a copy of such contract, agreement or other document. You may inspect a copy of the registration
statement, including the exhibits and schedules thereto, without charge, at the SEC’s public reference room mentioned below, or obtain
a copy from the SEC upon payment of the fees prescribed by the SEC.
Because we are subject to the information and reporting requirements of the Exchange Act, we file annual, quarterly and
special reports, proxy statements and other information with the SEC. Our SEC filings are available to the public over the Internet at the
SEC’s website at www.sec.gov. You may also read and copy any document we file at the SEC’s Public Reference Room at 100 F Street,
N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the
Public Reference Room.
We also maintain a web site at www.kingoldjewelry.com, through which you can access our SEC filings. The information on
our web site is not part of, and should not be construed as being incorporated by reference into, this prospectus supplement or the
accompanying prospectus.
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PROSPECTUS

KINGOLD JEWELRY, INC.
$80,000,000
Common Stock
Preferred Stock
Warrants
Debt Securities
Units
We may from time to time, in one or more offerings at prices and on terms that we will determine at the time of each offering, sell
common stock, preferred stock, warrants, debt securities, or a combination of these securities, or units, for an aggregate initial offering
price of up to $80.0 million. This prospectus describes the general manner in which our securities may be offered using this prospectus.
Each time we offer and sell securities, we will provide you with a prospectus supplement that will contain specific information about the
terms of that offering. Any prospectus supplement may also add, update, or change information contained in this prospectus. You should
carefully read this prospectus and the applicable prospectus supplement as well as the documents incorporated or deemed to be
incorporated by reference in this prospectus before you purchase any of the securities offered hereby. This prospectus may not be used
to offer and sell securities unless accompanied by a prospectus supplement.
Our common stock is listed on the NASDAQ Capital Market under the symbol “KGJI.” On March 6, 2012, the last reported sales price
of our common stock was $2.05. We will apply to list any shares of common stock sold by us under this prospectus and any prospectus
supplement on the NASDAQ Capital Market. The prospectus supplement will contain information, where applicable, as to any other
listing of the securities on the NASDAQ Capital Market or any other securities market or exchange covered by the prospectus
supplement. Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell our common stock in a public primary offering
with a value exceeding more than one-third of our public float in any 12-month period so long as our public float remains below $75.0
million. We have not offered any securities pursuant to General Instruction I.B.6 of Form S-3 during the 12 calendar months prior to and
including the date of this prospectus.
Investing in any of our common stock involves risk. You should carefully consider the Risk Factors beginning on page 3 of this
prospectus in addition to Risk Factors contained in the applicable prospectus supplement, before you make an investment in the
securities.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities
or determined if this prospectus if truthful or complete. Any representation to the contrary is a criminal offense.
We may offer the securities directly or through agents or to or through underwriters or dealers. If any agents or underwriters are
involved in the sale of the securities their names, and any applicable purchase price, fee, commission or discount arrangement between
or among them, will be set forth, or will be calculable from the information set forth, in an accompanying prospectus supplement. We
can sell the securities through agents, underwriters or dealers only with delivery of a prospectus supplement describing the method and
terms of the offering of such securities. See “Plan of Distribution.”
The date of this prospectus is March 13, 2012
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You should rely only on the information contained or incorporated by reference in this prospectus and any prospectus supplement. We
have not authorized any dealer, salesman or any other person to provide you with additional or different information. This prospectus
and any prospectus supplement are not an offer to sell or the solicitation of an offer to buy any securities other than the securities to
which they relate and are not an offer to sell or the solicitation of an offer to buy securities in any jurisdiction to any person to whom it
is unlawful to make an offer or solicitation in that jurisdiction. You should not assume that the information in this prospectus or any
prospectus supplement or in any document incorporated by reference in this prospectus or any prospectus supplement is accurate as of
any date other than the date of the document containing the information. We will disclose any material changes in our affairs in a posteffective amendment to the registration statement of which this prospectus is a part, a prospectus supplement, or a future filing with the
Securities and Exchange Commission incorporated by reference in this prospectus.
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PROSPECTUS SUMMARY
This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, using a “shelf”
registration process. Under this shelf registration process, we may sell any combination of the securities described in this prospectus in
one of more offerings up to a total dollar amount of proceeds of $80,000,000. This prospectus describes the general manner in which
our securities may be offered by this prospectus. Each time we sell securities, we will provide a prospectus supplement that will contain
specific information about the terms of that offering. The prospectus supplement may also add, update or change information contained
in this prospectus or in documents incorporated by reference in this prospectus. The prospectus supplement that contains specific
information about the terms of the securities being offered may also include a discussion of certain U.S. Federal income tax
consequences and any risk factors or other special considerations applicable to those securities. To the extent that any statement that we
make in a prospectus supplement is inconsistent with statements made in this prospectus or in documents incorporated by reference in
this prospectus, you should rely on the information in the prospectus supplement.
You should carefully read both this prospectus and any prospectus supplement together with the additional information described under
“Where You Can Find Additional Information” before buying any securities in this offering.
The terms “we,” “us,” “our,” and the “Company” refer only to Kingold Jewelry, Inc. (“Kingold”) and its subsidiaries, unless the context
suggests otherwise. Additionally, unless we indicate otherwise, references in this prospectus to:
• “China” and the “PRC” are to the People’s Republic of China, excluding, for the purposes of this prospectus only, Taiwan and
the special administrative regions of Hong Kong and Macau;
• “RMB” and “Renminbi” are to the legal currency of China; and
• “$,” “US$” and “U.S. dollars” are to the legal currency of the United States.
Kingold
Since December 2009, we have been engaged in the design, manufacturing and sale of gold jewelry in the PRC, via a variable interest
entity relationship with Wuhan Kingold Jewelry Company Limited, or Wuhan Kingold, a PRC company.
We were initially incorporated in 1995 in Delaware as Vanguard Enterprises, Inc. In 1999, we changed our corporate name to
Activeworlds.com, Inc. (and subsequently to Activeworlds Corp.) and through a wholly-owned subsidiary we provided internet
software products and services that enabled the delivery of three-dimensional content over the internet. We operated that business until
September 11, 2002 when we sold that business to our former management and we became a shell company with no significant business
operations. As a result of the consummation of a reverse acquisition transaction as described below, on December 23, 2009, we ceased
to be a shell company and became an indirect holding company for Wuhan Vogue-Show Jewelry Co., Limited, or Vogue-Show, through
Dragon Lead Group Limited, or Dragon Lead.
Through a variable interest entity relationship with Wuhan Kingold, we believe that we are one of the leading professional designers and
manufacturers of high quality 24-Karat gold jewelry and Chinese ornaments developing, promoting, and selling a broad range of
products to the rapidly expanding jewelry market across the PRC. According to accreditations provided by the China Gold Association,
we ranked as one of the top three gold jewelry manufacturers in China in both 2008 and 2009. We offer a wide range of in-house
designed products including but not limited to gold necklaces, rings, earrings, bracelets, and pendants. We launch as many as 900 new
products each month, and approximately 10,000 every year.
We have historically sold our products directly to distributors, retailers and other wholesalers, who then sell our products to consumers
through retail counters located in both department stores and other traditional stand-alone jewelry stores. We sell our products to our
customers at a price that reflects the market price of the base material, plus a mark-up reflecting our design fees and processing fees.
Typically this mark-up ranges from 4 – 6% of the price of the base material.
1
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We aim to become an increasingly important participant in the PRC’s gold jewelry design and manufacturing sector. In addition to
expanding our design and manufacturing capabilities, our goal is to provide a large variety of gold products in unique styles and
superior quality under our brand, Kingold.
We are located in Wuhan, which is one of the largest cities in China. Our headquarters office is located at 5 Huangpu Science and
Technology Park, Jiang’an District, Wuhan, Hubei Province, PRC 430023. Our telephone number is (011) 86 27 65694977 and our
website address is http://www.kingoldjewelry.com. Information contained on, or that can be accessed through, our website is not part of
this prospectus.
2
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RISK FACTORS
Except for the historical information contained in this prospectus or incorporated by reference, this prospectus (and the information
incorporated by reference in this prospectus) contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those discussed here or incorporated by reference. Factors that could cause or contribute to such differences
include, but are not limited to, those discussed in the section entitled “Risk Factors” contained in our Annual Report on Form 10-K for
the year ended December 31, 2010, as filed with the Securities and Exchange Commission on March 31, 2011 and in our most recent
Quarterly Report on Form 10-Q, which are incorporated herein by reference in its entirety, as well as any amendment or update thereto
reflected in subsequent filings with the Securities and Exchange Commission.
Investing in our securities involves a high degree of risk. You should carefully review the risks and uncertainties described under the
heading “Risk Factors” contained in the applicable prospectus supplement and any related free writing prospectus, and under similar
headings in the other documents that are incorporated by reference into this prospectus, before deciding whether to purchase any of the
securities being registered pursuant to the registration statement of which this prospectus is a part. Each of the risk factors could
adversely affect our business, operating results and financial condition, as well as adversely affect the value of an investment in our
securities, and the occurrence of any of these risks might cause you to lose all or part of your investment. Moreover, the risks described
are not the only ones that we face. Additional risks not presently known to us or that we currently believe are immaterial may also
significantly impair our business operations.
DISCLOSURE REGARDING FORWARD-LOOKING INFORMATION
This prospectus and the documents incorporated by reference herein contain forward-looking statements within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These forwardlooking statements are based on our current expectations and beliefs, including estimates and projections about our industry. Forwardlooking statements may be identified by use of terms such as “anticipates,” “expects,” “intends,” “plans,” “seeks,” “estimates,”
“believes” and similar expressions, although some forward-looking statements are expressed differently. Statements concerning our
financial position, business strategy and plans or objectives for future operations are forward-looking statements. These statements are
not guarantees of future performance and are subject to certain risks, uncertainties and assumptions that are difficult to predict and may
cause actual results to differ materially from management’s current expectations. Such risks and uncertainties include those set forth
herein under “Risk Factors.” The forward-looking statements in this prospectus speak only as of the time they are made and do not
necessarily reflect our outlook at any other point in time.
Except as may be required under the federal securities laws, we undertake no obligation to publicly update forward-looking statements,
whether as a result of new information, future events or otherwise. You are advised, however, to read any further disclosures we make
on related subjects in our filings with the SEC, including Form 10-K, Form 10-Q and Form 8-K reports. Also note that under the
caption “Risk Factors,” we provide a cautionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant to our
business. These are factors that we think could cause our actual results to differ materially from expected and historical results. Other
factors besides those listed in “Risk Factors,” including factors described as risks in our filings with the SEC, could also adversely affect
us. For any forward-looking statements contained in any document, we claim the protection of the safe harbor for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995.
USE OF PROCEEDS
Unless otherwise indicated in a prospectus supplement, we intend to use the net proceeds from the sale of the securities under this
prospectus for general corporate purposes. We may also use a portion of the net proceeds to acquire or invest in businesses and products
that are complementary to our own, although we have no current plans, commitments or agreements with respect to any acquisitions as
of the date of this prospectus. Pending the uses described above, we intend to invest the net proceeds in short-term, interest bearing,
investment-grade securities.
DESCRIPTION OF CAPITAL STOCK
General
Our authorized capital stock consists of 100,500,000 shares, par value $0.001 per share, consisting of 100,000,000 shares of common
stock and 500,000 shares of preferred stock. The following description of our capital stock is intended as a summary only and is
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qualified in its entirety by reference to our amended certificate of incorporation and bylaws, which have been filed previously with the
SEC .
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As of March 6, 2012, there were 53,107,343 shares of our common stock outstanding.
Common Stock
Each shareholder of our common stock is entitled to a pro rata share of cash distributions made to shareholders, including dividend
payments. The holders of our common stock are entitled to one vote for each share of record on all matters to be voted on by
shareholders. There is no cumulative voting with respect to the election of our directors or any other matter. Therefore, the holders of
more than 50% of the shares voted for the election of those directors can elect all of the directors. The holders of our common stock are
entitled to receive dividends when, as and if declared by our board of directors from funds legally available therefore. Cash dividends
are at the sole discretion of our board of directors. In the event of our liquidation, dissolution or winding up, the holders of common
stock are entitled to share ratably in all assets remaining available for distribution to them after payment of our liabilities and after
provision has been made for each class of stock, if any, having any preference in relation to our common stock. Holders of shares of our
common stock have no conversion, preemptive or other subscription rights, and there are no redemption provisions applicable to our
common stock.
Preferred Stock
No shares of preferred stock are issued or outstanding. Our board of directors is authorized to determine the number of series into which
the preferred stock may be divided, to determine the designations, powers, preferences, voting and other rights of each series. No series
of preferred stock have been designated by our board of directors.
Our board of directors may designate a series of preferred stock by filing a certificate of designation under Delaware law to fix the
designation, powers, preferences and rights of the shares of each such series and the qualifications, limitations or restrictions thereof
without any further vote or action by the shareholders. Any shares of preferred stock so issued are likely to have priority over our
common stock with respect to dividend or liquidation rights.
The existence of authorized but unissued shares of preferred stock may enable our board of directors to render more difficult or to
discourage an attempt to obtain control of us by means of a merger, tender offer, proxy contest or otherwise. For example, if in the due
exercise of its fiduciary obligations, our board of directors were to determine that a takeover proposal is not in the best interests of our
shareholders, our board of directors could cause shares of preferred stock to be issued without shareholder approval in one or more
private offerings or other transactions that might dilute the voting or other rights of the proposed acquirer or insurgent shareholder or
shareholder group. In this regard, our certificate of incorporation grants our board of directors broad power to establish the rights and
preferences of authorized and unissued shares of preferred stock. The issuance of shares of preferred stock could decrease the amount of
earnings and assets available for distribution to holders of shares of common stock. The issuance may also adversely affect the rights
and powers, including voting rights, of these holders and may have the effect of delaying, deterring or preventing a change in control of
us. The board of directors does not at present intend to seek shareholder approval prior to any issuance of currently authorized preferred
stock, unless otherwise required by law.
Stock Options
As of March 6, 2012, there were 2,065,000 shares of common stock reserved for issuance under our 2011 Stock Incentive Plan. As of
March 6, 2012, there were outstanding options to purchase 2,920,000 shares of our common stock issued under the 2011 Stock
Incentive Plan with a weighted average price of $1.97.
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Anti-Takeover Effects of Delaware Law and Provisions of Our Certificate of Incorporation
We are subject to the provisions of Section 203 of the Delaware General Corporation Law (the “Delaware anti-takeover law”). Under
the Delaware anti-takeover law, certain “business combinations” are prohibited between a Delaware corporation, the stock of which is
generally publicly traded or held of record by more than 2,000 stockholders, and an “interested stockholder” of such corporation for a
three-year period following the date that such stockholder became an interested stockholder, unless: (i) the corporation has elected in its
certificate of incorporation not to be governed by the Delaware anti-takeover law (the Company has not made such an election); (ii) the
business combination was approved by the board of directors of the corporation before the other party to the business combination
became an interested stockholder; (iii) upon consummation of the transaction which resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the commencement of
the transaction (excluding voting stock owned by directors who are also officers or held in employee benefit plans in which the
employees do not have a confidential right to tender or vote stock held by the plan); or (iv) the business combination was approved by
the board of directors of the corporation and ratified by 66 2/3% of the voting stock which the interested stockholder did not own. The
three-year prohibition also does not apply to certain business combinations proposed by an interested stockholder following the
announcement or notification of certain extraordinary transactions involving the corporation and a person who had not been an
interested stockholder during the previous three years or who became an interested stockholder with the approval of a majority of the
corporation’s directors. The term “business combination” is defined generally to include mergers or consolidations between a Delaware
corporation and an interested stockholder, transactions with an interested stockholder involving the assets or stock of the corporation or
its majority-owned subsidiaries, and transactions which increase an interested stockholder’s percentage ownership of stock. The term
“interested stockholder” is defined generally as those stockholders who become beneficial owners of 15% or more of a Delaware
corporation’s voting stock. These statutory provisions could delay or frustrate the removal of incumbent directors or a change in control
of the Company. They could also discourage, impede, or prevent a merger, tender offer, or proxy contest, even if such event would be
favorable to the interests of stockholders.
Our certificate of incorporation grants the board of directors the authority, without any further vote or action by stockholders, to issue
preferred stock in one or more series, fix the number of shares constituting the series and establish the preferences, limitations and
relative rights, including dividend rights, dividend rate, voting rights, terms of redemption, redemption price or prices, redemption rights
and liquidation preferences of the shares of the series. The existence of authorized but unissued preferred stock could reduce our
attractiveness as a target for an unsolicited takeover bid, since we could, for example, issue preferred stock to parties who might oppose
such a takeover bid, or issue shares with terms the potential acquirer may find unattractive. This may have the effect of delaying or
preventing a change in control, discourage bids for the common stock at a premium over the market price, and adversely affect the
market price, and voting and other rights of holders of common stock. Our board of directors does not at present intend to seek
stockholder approval prior to any issuance of currently authorized preferred stock, unless otherwise required by law.
Transfer Agent and Registrar
The transfer agent and registrar for our common stock is Interwest Transfer Company, Inc., 1981 Murray Holladay Road, Suite 100, Salt
Lake City, Utah 84117 and their telephone number is (801) 272-9294.
NASDAQ Capital Market Listing
Our common stock is listed on the NASDAQ Capital Market under the symbol “KGJI.”
DESCRIPTION OF PREFERRED STOCK
A prospectus supplement relating to any series of preferred stock being offered will include specific terms relating to the offering. Such
prospectus supplement will include:
·

the title and stated or par value of the preferred stock;

·

the number of shares of the preferred stock offered, the liquidation preference per share and the offering price of the
preferred stock;

·

the dividend rate(s), period(s) and/or payment date(s) or method(s) of calculation thereof applicable to the preferred
stock;
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·

whether dividends shall be cumulative or non-cumulative and, if cumulative, the date from which dividends on the
preferred stock shall accumulate;
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·

the provisions for a sinking fund, if any, for the preferred stock;

·

any voting rights of the preferred stock;

·

the provisions for redemption, if applicable, of the preferred stock;

·

any listing of the preferred stock on any securities exchange;

·

the terms and conditions, if applicable, upon which the preferred stock will be convertible into our common stock,
including the conversion price or the manner of calculating the conversion price and conversion period;

·

if appropriate, a discussion of Federal income tax consequences applicable to the preferred stock; and

·

any other specific terms, preferences, rights, limitations or restrictions of the preferred stock.

The terms, if any, on which the preferred stock may be convertible into or exchangeable for our common stock will also be stated in the
preferred stock prospectus supplement. The terms will include provisions as to whether conversion or exchange is mandatory, at the
option of the holder or at our option, and may include provisions pursuant to which the number of shares of our common stock to be
received by the holders of preferred stock would be subject to adjustment.
DESCRIPTION OF WARRANTS
We may issue warrants for the purchase of common stock, preferred stock, or debt securities. Warrants may be issued independently or
together with any common stock, preferred stock or debt securities, and may be attached to or separate from any offered securities. This
summary of some provisions of the securities warrants is not complete. You should refer to the securities warrant agreement, including
the forms of securities warrant certificate representing the securities warrants, relating to the specific securities warrants being offered
for the complete terms of the securities warrant agreement and the securities warrants. The securities warrant agreement, together with
the terms of the securities warrant certificate and securities warrants, will be filed with the SEC in connection with the offering of the
specific warrants.
The applicable prospectus supplement will describe the following terms, where applicable, of the warrants in respect of which this
prospectus is being delivered:
6
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·

the title of the warrants;

·

the aggregate number of the warrants;

·

the price or prices at which the warrants will be issued;

·

the designation, amount and terms of the offered securities purchasable upon exercise of the warrants;

·

if applicable, the date on and after which the warrants and the offered securities purchasable upon exercise of the
warrants will be separately transferable;

·

the terms of the securities purchasable upon exercise of such warrants and the procedures and conditions relating to
the exercise of such warrants;

·

any provisions for adjustment of the number or amount of securities receivable upon exercise of the warrants or the
exercise price of the warrants;

·

the price or prices at which and currency or currencies in which the offered securities purchasable upon exercise of the
warrants may be purchased;

·

the date on which the right to exercise the warrants shall commence and the date on which the right shall expire;

·

the minimum or maximum amount of the warrants that may be exercised at any one time;

·

information with respect to book-entry procedures, if any;

·

if appropriate, a discussion of Federal income tax consequences; and

·

any other material terms of the warrants, including terms, procedures and limitations relating to the exchange and
exercise of the warrants.

Each warrant will entitle the holder to purchase the securities that we specify in the applicable prospectus supplement at the exercise
price that we describe in the applicable prospectus supplement. Unless we otherwise specify in the applicable prospectus supplement,
holders of the warrants may exercise the warrants at any time up to the specified time on the expiration date that we set forth in the
applicable prospectus supplement.
After the close of business on the expiration date, unexercised warrants will become void. Holders of the warrants may exercise the
warrants by delivering the warrant certificate representing the warrants to be exercised together with specified information, and paying
the required amount to the warrant agent in immediately available funds, as provided in the applicable prospectus supplement. We will
set forth on the reverse side of the warrant certificate and in the applicable prospectus supplement the information that the holder of the
warrant will be required to deliver to the warrant agent.
7
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Upon receipt of the required payment and the warrant certificate properly completed and duly executed at the corporate trust office of
the warrant agent or any other office indicated in the applicable prospectus supplement, we will issue and deliver the securities
purchasable upon such exercise. If fewer than all of the warrants represented by the warrant certificate are exercised, then we will issue
a new warrant certificate for the remaining amount of warrants. If we so indicate in the applicable prospectus supplement, holders of the
warrants may surrender securities as all or part of the exercise price for warrants.
Unless we otherwise specify in the applicable prospectus supplement, the warrants and warrant agreements will be governed by and
construed in accordance with the laws of the State of New York.
As of March 6, 2012, there were outstanding warrants to purchase 2,408,050 shares of our common stock with a weighted average
exercise price of $1.33.
DESCRIPTION OF DEBT SECURITIES
The following description, together with the additional information we include in any applicable prospectus supplements, summarizes
the material terms and provisions of the debt securities that we may offer under this prospectus, but is not complete. We may issue debt
securities, in one or more series, as either senior or subordinated debt or as senior or subordinated convertible debt. While the terms we
have summarized below will apply generally to any future debt securities we may offer under this prospectus, we will describe the
particular terms of any debt securities that we may offer in more detail in the applicable prospectus supplement. Unless the context
requires otherwise, whenever we refer to the “indentures,” we also are referring to any supplemental indentures that specify the terms of
a particular series of debt securities.
We will issue any new senior debt securities under a senior indenture that we will enter into with a trustee named in such senior
indenture. We will issue any subordinated debt securities under a subordinated indenture that we will enter into with a trustee named in
such subordinated indenture. We have filed forms of these documents as exhibits to the registration statement, of which this prospectus
is a part, and supplemental indentures, forms of debt securities containing the terms of any debt securities to be offered, and other
related documents will be filed as exhibits to the registration statement of which this prospectus is a part or will be incorporated by
reference from reports that we file with the SEC.
Any indenture and any trustee will be qualified under the Trust Indenture Act of 1939, as amended (the “Trust Indenture Act”). We use
the term “trustee” to refer to either a trustee under the senior indenture or a trustee under the subordinated indenture, as applicable.
The following summaries of material provisions of any senior debt securities, any subordinated debt securities and the related indentures
are subject to, and qualified in their entirety by reference to, all of the provisions of any indenture applicable to a particular series of
debt securities. We urge you to read the applicable prospectus supplements related to any debt securities that we may offer under this
prospectus, as well as the complete indentures that contains the terms of any debt securities. Except as we may otherwise indicate, the
terms of any senior indenture and any subordinated indenture will be identical.
In addition, the material specific financial, legal and other terms as well as any material U.S. federal income tax consequences particular
to securities of each series will be described in the prospectus supplement relating to the securities of that series. The prospectus
supplement may or may not modify the general terms found in this prospectus and will be filed with the SEC. For a complete
description of the terms of a particular series of debt securities, you should read both this prospectus and the prospectus supplement
relating to that particular series.
General
The terms of each series of debt securities will be established by or pursuant to a resolution of our board of directors and set forth or
determined in the manner provided in an officers’ certificate or by a supplement indenture. Debt securities may be issued in separate
series without limitation as to aggregate principal amount. We may specify a maximum aggregate principal amount for the debt
securities of any series. This section and the applicable prospectus supplement summarize all the material terms of the applicable
indenture and the debt security being offered. They do not, however, describe every aspect of the indenture and the debt security. For
example, in this section and the prospectus supplement we use terms that have been given special meaning in the indenture, but we
describe the meaning for only the more important of those terms. We will describe in the applicable prospectus supplement the terms of
the series of debt securities being offered, including:
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·

the title;

·

the principal amount being offered, and if a series, the total amount authorized and the total amount outstanding;

·

any limit on the amount that may be issued;

·

whether or not we will issue the series of debt securities in global form, and, if so, the terms and who the depositary
will be;

·

the maturity date;

·

the annual interest rate, which may be fixed or variable, or the method for determining the rate and the date interest
will begin to accrue, the dates interest will be payable and the regular record dates for interest payment dates or the
method for determining such dates;

·

whether or not the debt securities will be secured or unsecured, and the terms of any secured debt;

·

the terms of the subordination of any series of subordinated debt;

·

the place where payments will be payable;

·

restrictions on transfer, sale or other assignment, if any;

·

our right, if any, to defer payment of interest and the maximum length of any such deferral period;

·

the date, if any, after which, and the price at which, we may, at our option, redeem the series of debt securities
pursuant to any optional or provisional redemption provisions and the terms of those redemption provisions;

·

the date, if any, on which, and the price at which we are obligated, pursuant to any mandatory sinking fund or
analogous fund provisions or otherwise, to redeem, or at the holder’s option, to purchase, the series of debt securities
and the currency or currency unit in which the debt securities are payable;

·

whether the indenture will restrict our ability to:

·

incur additional indebtedness;
9
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·

issue additional securities;

·

create liens;

·

pay dividends or make distributions in respect of our capital stock or the capital stock of our subsidiaries;

·

redeem capital stock;

·

place restrictions on our subsidiaries’ ability to pay dividends, make distributions or transfer assets;

·

make investments or other restricted payments;

·

sell or otherwise dispose of assets;

·

enter into sale-leaseback transactions;

·

engage in transactions with stockholders or affiliates;

·

issue or sell stock of our subsidiaries; or

·

effect a consolidation or merger;

·

whether the indenture will require us to maintain any interest coverage, fixed charge, cash flow-based, asset-based or
other financial ratios;

·

a discussion of certain material or special U.S. federal income tax considerations applicable to the debt securities;

·

information describing any book-entry features;

·

provisions for a sinking fund purchase or other analogous fund, if any;

·

the applicability of the provisions in the indenture on discharge;

·

whether the debt securities are to be offered at a price such that they will be deemed to be offered at an “original issue
discount” as defined in paragraph (a) of Section 1273 of the Internal Revenue Code of 1986, as amended;
10
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·

the denominations in which we will issue the series of debt securities, if other than denominations of $1,000 and any
integral multiple thereof;

·

the currency of payment of debt securities if other than U.S. dollars and the manner of determining the equivalent
amount in U.S. dollars; and

·

any other specific terms, preferences, rights or limitations of, or restrictions on, the debt securities, including any
additional events of default or covenants provided with respect to the debt securities, and any terms that may be
required by us or advisable under applicable laws or regulations.

Principal Amount, Stated Maturity and Maturity
The principal amount of a debt security means the principal amount payable at its stated maturity, unless that amount is not
determinable, in which case the principal amount of a debt security is its face amount.
The term “stated maturity” with respect to any debt security means the day on which the principal amount of the debt security is
scheduled to become due. The principal may become due sooner, by reason of redemption or acceleration after a default or otherwise in
accordance with the terms of the debt security. The day on which the principal actually becomes due, whether at the stated maturity or
earlier, is called the “maturity” of the principal.
We also use the terms “stated maturity” and “maturity” to refer to the days when other payments become due. For example, we may
refer to a regular interest payment date when an installment of interest is scheduled to become due as the “stated maturity” of that
installment. When we refer to the “stated maturity” or the “maturity” of a debt security without specifying a particular payment, we
mean the stated maturity or maturity, as the case may be, of the principal.
Conversion or Exchange Rights
We will set forth in the applicable prospectus supplement the terms on which a series of debt securities may be convertible into or
exchangeable for our common stock, our preferred stock or other securities. We will include provisions as to whether conversion or
exchange is mandatory, at the option of the holder or at our option. We may include provisions pursuant to which the number of shares
of our common stock, our preferred stock or other securities that the holders of the series of debt securities receive would be subject to
adjustment.
Consolidation, Merger or Sale
Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the indentures will not
contain any covenant that is a material restriction on our ability to merge or consolidate, or sell, convey, transfer or otherwise dispose of
all or substantially all of our assets.
Events of Default under the Indenture
Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the following are events of
default under the indentures with respect to any series of debt securities that we may issue:
·

if we fail to pay interest when due and payable and our failure continues for 90 days and the time for payment has not
been extended;

·

if we fail to pay the principal, premium or sinking fund payment, if any, when due and payable at maturity, upon
redemption or repurchase or otherwise, and the time for payment has not been extended;
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·

if we fail to observe or perform any other covenant contained in the debt securities or the indentures, other than a
covenant specifically relating to another series of debt securities, and our failure continues for 90 days after we receive
notice from the trustee or we and the trustee receive notice from the holders of at least 51% in aggregate principal
amount of the outstanding debt securities of the applicable series; and

·

if specified events of bankruptcy, insolvency or reorganization occur.

We will describe in each applicable prospectus supplement any additional events of default or differences in the events of default
identified above relating to the relevant series of debt securities.
If an event of default with respect to debt securities of any series occurs and is continuing, other than an event of default specified in the
last bullet point above, the trustee or the holders of at least 51% in aggregate principal amount of the outstanding debt securities of that
series, by notice to us in writing, and to the trustee if notice is given by such holders, may declare the unpaid principal, premium, if any,
and accrued interest, if any, due and payable immediately. If an event of default specified in the last bullet point above occurs with
respect to us, the unpaid principal, premium, if any, and accrued interest, if any, of each issue of debt securities then outstanding shall be
due and payable without any notice or other action on the part of the trustee or any holder.
Subject to the terms of the indentures, the holders of a majority in principal amount of the outstanding debt securities of an affected
series may waive any default or event of default with respect to the series and its consequences, except defaults or events of default
regarding payment of principal, premium, if any, or interest, unless we have cured the default or event of default in accordance with the
indenture. Any waiver shall cure the default or event of default.
Subject to the terms of the indentures, if an event of default under an indenture occurs and continues, the trustee will be under no
obligation to exercise any of its rights or powers under such indenture at the request or direction of any of the holders of the applicable
series of debt securities, unless such holders have offered the trustee reasonable indemnity or security satisfactory to it against any loss,
liability or expense. The holders of a majority in principal amount of the outstanding debt securities of any series will have the right to
direct the time, method and place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or power
conferred on the trustee, with respect to the debt securities of that series, provided that: the direction so given by the holder is not in
conflict with any law or the applicable indenture; and subject to its duties under the Trust Indenture Act, the trustee need not take any
action that might involve it in personal liability or might be unduly prejudicial to the holders not involved in the proceeding.
The indentures provide that if an event of default has occurred and is continuing, the trustee will be required in the exercise of its
powers to use the degree of care that a prudent person would use in the conduct of its own affairs. The trustee, however, may refuse to
follow any direction that conflicts with law or the indenture, or that the trustee determines is unduly prejudicial to the rights of any other
holder of the relevant series of debt securities, or that would involve the trustee in personal liability. Prior to taking any action under the
indentures, the trustee will be entitled to indemnification against all costs, expenses and liabilities that would be incurred by taking or
not taking such action.
Modification of Indenture; Waiver
Subject to the terms of the indenture for any series of debt securities that we may issue, we and the trustee may change an indenture
without the consent of any holders with respect to the following specific matters:
·

to fix any ambiguity, defect or inconsistency in the indenture;

·

to comply with assumption of obligations in the event of a consolidation, merger, or sale;

·

to comply with any requirements of the SEC in connection with the qualification of any indenture under the Trust
Indenture Act;
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·

to add to, delete from or revise the conditions, limitations, and restrictions on the authorized amount, terms, or purposes
of issue, authentication and delivery of debt securities, provided that it does not have a material adverse effect on any
holders as set forth in the indenture;

·

to provide for the issuance of and establish the form and terms and conditions of the debt securities of any series as
provided under “Description of Debt Securities —General,” to establish the form of any certifications required to be
furnished pursuant to the terms of the indenture or any series of debt securities, or to add to the rights of the holders of
any series of debt securities;

·

to evidence and provide for the acceptance of appointment hereunder by a successor trustee;

·

to provide for uncertificated debt securities and to make all appropriate changes for such purpose;

·

to add to our covenants such new covenants, restrictions, conditions or provisions for the benefit of the holders, to
make the occurrence, or the occurrence and the continuance, of a default in any such additional covenants, restrictions,
conditions or provisions an event of default or to surrender any right or power conferred to us in the indenture; or

·

to change anything that does not adversely affect the interests of any holder of debt securities of any series in any
material respect.

In addition, under the indentures, the rights of holders of a series of debt securities may be changed by us and the trustee with the
written consent of the holders of at least a majority in aggregate principal amount of the outstanding debt securities of each series that is
affected.
However, subject to the terms of the indenture for any series of debt securities that we may issue or otherwise provided in the prospectus
supplement applicable to a particular series of debt securities, we and the trustee may only make the following changes with the consent
of each holder of any outstanding debt securities affected:
·

extending the stated maturity of the series of debt securities;

·

reducing the principal amount, reducing the rate of or extending the time of payment of interest, or reducing any
premium payable upon the redemption or repurchase of any debt securities; or

·

reducing the percentage of debt securities, the holders of which are required to consent to any amendment, supplement,
modification or waiver.

Information Concerning the Trustee
The trustee, other than during the occurrence and continuance of an event of default under an indenture, undertakes to perform only
those duties as are specifically set forth in the applicable indenture and is under no obligation to exercise any of the powers given it by
the indentures at the request of any holder of debt securities unless it is offered reasonable security and indemnity against the costs,
expenses and liabilities that it might incur. However, upon an event of default under an indenture, the trustee must use the same degree
of care as a prudent person would exercise or use in the conduct of his or her own affairs.
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Payment and Paying Agents
Unless we otherwise indicate in the applicable prospectus supplement, we will make payment of the interest on any debt securities on
any interest payment date to the person in whose name the debt securities, or one or more predecessor securities, are registered at the
close of business on the regular record date for the interest.
We will pay principal of and any premium and interest on the debt securities of a particular series at the office of the paying agents
designated by us, except that unless we otherwise indicate in the applicable prospectus supplement, we will make interest payments by
check that we will mail to the holder or by wire transfer to certain holders. Unless we otherwise indicate in the applicable prospectus
supplement, we will designate the corporate trust office of the trustee as our sole paying agent for payments with respect to debt
securities of each series. We will name in the applicable prospectus supplement any other paying agents that we initially designate for
the debt securities of a particular series. We will maintain a paying agent in each place of payment for the debt securities of a particular
series.
Book-Entry
Debt securities in book-entry form are represented by a global security registered in the name of the Depository or its nominee, which
will be the holder of all the debt securities represented by the global security. Those who own beneficial interests in a global debt
security will do so through participants in the Depository’s securities clearance system, and the rights of these indirect owners will be
governed solely by the applicable procedures of the Depository and its participants. Payments on debt securities registered in the name
of the Depository or its nominee will be made in immediately available funds to the Depository or such nominee as the registered
owner. We and the trustee will treat the Depository or its nominee as the owner of such debt securities for all other purposes as well.
Therefore, neither we, nor the trustee nor any paying agent has any direct responsibility or liability for the payment of any amount due
on the debt securities to owners of beneficial interests in such global securities.
Except as set forth in an applicable prospectus supplement, owners of beneficial interests in a global security will not be entitled to have
the debt securities represented by such global security registered in their names, will not receive or be entitled to receive physical
delivery of certificated debt securities in definitive form and will not be considered to be the owners or holders of any debt securities
under such global security. Accordingly, each person owning a beneficial interest in a global security must rely on the procedures of the
Depository, and, if such person is not a participant in such Depository, on the procedures of the participant through which such person
owns its interest, to exercise any rights of a holder under the indenture.
Governing Law
The indentures and the debt securities will be governed by and construed in accordance with the laws of the State of New York, except
to the extent that the Trust Indenture Act is applicable.
Subordination
The subordinated notes will be unsecured and will be subordinate and junior in priority of payment to certain of our other indebtedness
to the extent described in a prospectus supplement. The subordinated indenture does not limit the amount of subordinated notes which
we may issue, nor does it limit us from issuing any other secured or unsecured debt.
DESCRIPTION OF UNITS
As specified in the applicable prospectus supplement, we may issue units consisting of shares of common stock, preferred stock, debt
securities, warrants or any combination of such securities. The applicable prospectus supplement will specify the following terms of any
units in respect of which this prospectus is being delivered:
·

the terms of the units and of any of the common stock, preferred stock, debt securities, and warrants comprising the
units, including whether and under what circumstances the securities comprising the units may be traded separately;

·

a description of the terms of any unit agreement governing the units;
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·

a description of the provisions for the payment, settlement, transfer or exchange of the units;

·

a discussion of material federal income tax considerations, if applicable; and

·

whether the units if issued as a separate security will be issued in fully registered or global form.

The descriptions of the units in this prospectus and in any prospectus supplement are summaries of the material provisions of the
applicable agreements. These descriptions do not restate those agreements in their entirety and may not contain all the information that
you may find useful. We urge you to read the applicable agreements because they, and not the summaries, define your rights as holders
of the units. For more information, please review the forms of the relevant agreements, which will be filed with the SEC promptly after
the offering of units and will be available as described under the heading “Where You Can Find Additional Information.”
Unless we provide otherwise in the applicable prospectus supplement, the unit agreements will be governed by and construed in
accordance with the laws of the State of New York.
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PLAN OF DISTRIBUTION
We may sell the securities offered through this prospectus (i) to or through underwriters or dealers, (ii) directly to purchasers, including
our affiliates, (iii) through agents, or (iv) through a combination of any these methods. The securities may be distributed at a fixed price
or prices, which may be changed, market prices prevailing at the time of sale, prices related to the prevailing market prices, or
negotiated prices. The prospectus supplement will include the following information:
·

the terms of the offering;

·

the names of any underwriters or agents;

·

the name or names of any managing underwriter or underwriters;

·

the purchase price of the securities;

·

any over-allotment options under which underwriters may purchase additional securities from us;

·

the net proceeds from the sale of the securities;

·

any delayed delivery arrangements;

·

any underwriting discounts, commissions and other items constituting underwriters’ compensation;

·

any initial public offering price;

·

any discounts or concessions allowed or reallowed or paid to dealers;

·

any commissions paid to agents; and

·

any securities exchange or market on which the securities may be listed.
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Sale Through Underwriters or Dealers
Only underwriters named in the prospectus supplement are underwriters of the securities offered by the prospectus supplement. If
underwriters are used in the sale, the underwriters will acquire the securities for their own account, including through underwriting,
purchase, security lending or repurchase agreements with us. The underwriters may resell the securities from time to time in one or
more transactions, including negotiated transactions. Underwriters may sell the securities in order to facilitate transactions in any of our
other securities (described in this prospectus or otherwise), including other public or private transactions and short sales. Underwriters
may offer securities to the public either through underwriting syndicates represented by one or more managing underwriters or directly
by one or more firms acting as underwriters. Unless otherwise indicated in the prospectus supplement, the obligations of the
underwriters to purchase the securities will be subject to certain conditions, and the underwriters will be obligated to purchase all the
offered securities if they purchase any of them. The underwriters may change from time to time any initial public offering price and any
discounts or concessions allowed or reallowed or paid to dealers.
If dealers are used in the sale of securities offered through this prospectus, we will sell the securities to them as principals. They may
then resell those securities to the public at varying prices determined by the dealers at the time of resale. The prospectus supplement will
include the names of the dealers and the terms of the transaction.
We will provide in the applicable prospectus supplement any compensation we will pay to underwriters, dealers or agents in connection
with the offering of the securities, and any discounts, concessions or commissions allowed by underwriters to participating dealers. In
compliance with guidelines of the Financial Industry Regulatory Authority, or FINRA, the maximum consideration or discount to be
received by any FINRA member or independent broker dealer may not exceed 8% of the aggregate amount of the securities offered
pursuant to this prospectus and any applicable prospectus supplement.
Direct Sales and Sales Through Agents
We may sell the securities offered through this prospectus directly. In this case, no underwriters or agents would be involved. Such
securities may also be sold through agents designated from time to time. The prospectus supplement will name any agent involved in
the offer or sale of the offered securities and will describe any commissions payable to the agent. Unless otherwise indicated in the
prospectus supplement, any agent will agree to use its reasonable best efforts to solicit purchases for the period of its appointment.
We may sell the securities directly to institutional investors or others who may be deemed to be underwriters within the meaning of the
Securities Act with respect to any sale of those securities. The terms of any such sales will be described in the prospectus supplement.
Delayed Delivery Contracts
If the prospectus supplement indicates, we may authorize agents, underwriters or dealers to solicit offers from certain types of
institutions to purchase securities at the public offering price under delayed delivery contracts. These contracts would provide for
payment and delivery on a specified date in the future. The contracts would be subject only to those conditions described in the
prospectus supplement. The applicable prospectus supplement will describe the commission payable for solicitation of those contracts.
Market Making, Stabilization and Other Transactions
Unless the applicable prospectus supplement states otherwise, other than our common stock all securities we offer under this prospectus
will be a new issue and will have no established trading market. We may elect to list offered securities on an exchange or in the overthe-counter market. Any underwriters that we use in the sale of offered securities may make a market in such securities, but may
discontinue such market making at any time without notice. Therefore, we cannot assure you that the securities will have a liquid
trading market.
Any underwriter may also engage in stabilizing transactions, syndicate covering transactions and penalty bids in accordance with Rule
104 under the Securities Exchange Act. Stabilizing transactions involve bids to purchase the underlying security in the open market for
the purpose of pegging, fixing or maintaining the price of the securities. Syndicate covering transactions involve purchases of the
securities in the open market after the distribution has been completed in order to cover syndicate short positions.
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Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the securities originally sold by the
syndicate member are purchased in a syndicate covering transaction to cover syndicate short positions. Stabilizing transactions,
syndicate covering transactions and penalty bids may cause the price of the securities to be higher than it would be in the absence of the
transactions. The underwriters may, if they commence these transactions, discontinue them at any time.
General Information
Agents, underwriters, and dealers may be entitled, under agreements entered into with us, to indemnification by us against certain
liabilities, including liabilities under the Securities Act. Our agents, underwriters, and dealers, or their affiliates, may be customers of,
engage in transactions with or perform services for us, in the ordinary course of business.
LEGAL MATTERS
The validity of the issuance of the securities offered by this prospectus will be passed upon for us by Reed Smith LLP, New York, New
York.
EXPERTS
Friedman LLP, independent registered public accounting firm, has audited our financial statements included in our Annual Report on
Form 10-K for the year ended December 31, 2010, as set forth in their reports, which are incorporated by reference in this prospectus
and elsewhere in the registration statement. Our financial statements are incorporated by reference in reliance on Friedman LLP’s
report, given on their authority as experts in accounting and auditing.
WHERE YOU CAN FIND ADDITIONAL INFORMATION
We file annual, quarterly and special reports, along with other information with the SEC. Our SEC filings are available to the public
over the Internet at the SEC’s website at http://www.sec.gov. You may also read and copy any document we file at the SEC’s Public
Reference Room at 100 F Street, NE, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the
Public Reference Room.
This prospectus is part of a registration statement on Form S-3 that we filed with the SEC to register the securities offered hereby under
the Securities Act of 1933, as amended. This prospectus does not contain all of the information included in the registration statement,
including certain exhibits and schedules. You may obtain the registration statement and exhibits to the registration statement from the
SEC at the address listed above or from the SEC’s internet site.
INFORMATION INCORPORATED BY REFERENCE
This prospectus is part of a registration statement filed with the SEC. The SEC allows us to “incorporate by reference” into this
prospectus the information that we file with them, which means that we can disclose important information to you by referring you to
those documents. The information incorporated by reference is considered to be part of this prospectus, and information that we file
later with the SEC will automatically update and supersede this information. The following documents were filed with the SEC pursuant
to the Exchange Act and are incorporated by reference and made a part of this prospectus:
·

Our Annual Report on Form 10-K for the year ended December 31, 2010, filed with the Securities and Exchange
Commission on March 31, 2011;

·

Our Annual Report on Form 10-K/A for the year ended December 31, 2010, filed with the Securities and Exchange
Commission on April 29, 2011;

·

Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2011, filed with the Securities and Exchange
Commission on May 10, 2011;

·

Our Quarterly Report on Form 10-Q for the quarter ended June 30, 2011, filed with the Securities and Exchange
Commission on August 9, 2011, as amended on Form 10-Q/A filed with the Securities and Exchange Commission on
August 9, 2011;
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·

Our Quarterly Report on Form 10-Q/A for the quarter ended June 30, 2011, filed with the Securities and Exchange
Commission on August 9, 2011;

·

Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2011, filed with the Securities and Exchange
Commission on November 9, 2011;

·

The description of the common stock contained in our Registration Statement on Form 8-A, filed with the Securities
and Exchange Commission on April 12, 2000, as amended on August 17, 2010;

·

The description of the common stock contained in our Registration Statement on Form 8-A/A, filed with the Securities
and Exchange Commission on August 17, 2010; and

·

Our Current Reports on Form 8-K filed with the Securities and Exchange Commission on January 21, 2011, February
3, 2011, March 16, 2011, May 2, 2011, November 2, 2011, December 19, 2011 and December 30, 2011.

All documents filed by us pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the initial filing date of this
prospectus, through the date declared effective, until the termination of the offering of securities contemplated by this prospectus shall
be deemed to be incorporated by reference into this prospectus. These documents that we file later with the Securities and Exchange
Commission and that are incorporated by reference in this prospectus will automatically update information contained in this prospectus
or that was previously incorporated by reference into this prospectus. You will be deemed to have notice of all information incorporated
by reference in this prospectus as if that information was included in this prospectus.
We will provide to any person, including any beneficial owner, to whom this prospectus is delivered, a copy of any or all of the
information that has been incorporated by reference in this prospectus but not delivered with this prospectus, at no cost to the requesting
party, upon request to us in writing or by telephone using the following information:
Kingold Jewelry, Inc.
15 Huangpu Science and Technology Park
Jiang’an District
Wuhan, Hubei Province, PRC 430023
Attn: Corporate Secretary
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