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Los Angeles, California 90067
(424) 239-1890

CALCULATION OF REGISTRATION FEE
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Registration
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Common Stock, $.0001 par value
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the Securities Act of 1933, as amended, and based upon the average of the high and low prices of the registrant’s
common stock as reported on the NASDAQ Capital Market on January 19, 2011.
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EXPLANATORY NOTE

This registration statement is being filed to register up to 2,025,000 shares of the Registrant’s common stock, par value
$0.001, which may be issued under the Registrant’s 2010 Equity Incentive Plan (the “Plan”).  The Registrant’s
stockholders approved the Plan at the 2010 annual meeting of stockholders held on November 2, 2010.

The prospectus filed as part of this registration statement has been prepared in accordance with the requirements of
Form S-3 and may be used for reofferings and resales of registered shares of common stock which will be issued to
certain employees and directors of the Registrant pursuant to the Plan.

PART I

Item 1.            Plan Information.

The documents containing the information specified in Item 1 will be sent or given to eligible participants in the China
Jo-Jo Drugstores, Inc. 2010 Equity Incentive Plan as specified by Rule 428(b)(1) of the Securities Act of 1933, as
amended (the “Securities Act”).  Such documents are not required to be and are not filed with the Securities and
Exchange Commission (the “SEC”) either as part of this registration statement or as prospectuses or prospectus
supplements pursuant to Rule 424 of the Securities Act.  These documents and the documents incorporated by
reference in this registration statement pursuant to Item 3 of Part II of this registration statement, taken together,
constitute a prospectus that meets the requirements of Section 10(a) of the Securities Act.

Item 2.            Registrant Information and Employee Plan Annual Information.

Upon written or oral request, a copy of any of the documents incorporated by reference in Item 3 of Part II of this
registration statement (which documents are incorporated by reference in this Section 10(a) Prospectus) or other
documents required to be delivered to eligible participants pursuant to Rule 428(b) are available without charge by
contacting:

China Jo-Jo Drugstores, Inc.
Attention: Bennet P. Tchaikovsky, Chief Financial Officer
Room 507-513, 5th Floor A Building, Meidu Plaza
Gongshu District, Hangzhou, Zhejiang Province
People’s Republic of China
bennet@jojodrugstores.com
(310) 622-4515 
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REOFFER PROSPECTUS

CHINA JO-JO DRUGSTORES, INC.
20,897 SHARES OF COMMON STOCK

This reoffer prospectus relates to the sale of up to 20,897 shares of our common stock, $0.001 par value per share,
which may be offered and resold from time to time by the selling stockholders identified in this prospectus for their
own account issuable pursuant to our 2010 Equity Incentive Plan (the “Plan”). It is anticipated that the selling
stockholders will offer common shares for sale at prevailing prices on NASDAQ Capital Market on the date of sale.
We will receive no part of the proceeds from sales made under this reoffer prospectus. The selling stockholders will
bear all sales commissions and similar expenses. Any other expenses incurred by us in connection with the
registration and offering and not borne by the selling stockholders will be borne by us.

The shares of common stock are being issued pursuant to restricted stock awards granted under the Plan. This reoffer
prospectus has been prepared for the purposes of registering the common shares under the Securities Act to allow for
future sales by the selling stockholders on a continuous or delayed basis to the public without restriction.

Our common stock is quoted on NASDAQ Capital Market under the symbol “CJJD.” The closing sale price for our
common stock on January 19, 2011 was $4.52 per share.

Investing in our common stock involves risks. See “Risk Factors” on page 2 of this reoffer prospectus. These are
speculative securities.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is January 25, 2011
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NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATIONS, OTHER THAN THOSE CONTAINED IN THIS PROSPECTUS, IN CONNECTION WITH
T H E  O F F E R I N G  M A D E  H E R E B Y ,  A N D ,  I F  G I V E N  O R  M A D E ,  S U C H  I N F O R M A T I O N  O R
REPRESENTATION MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY
OR ANY OTHER PERSON. NEITHER THE DELIVERY OF THIS PROSPECTUS NOR ANY SALE MADE
HEREUNDER SHALL UNDER ANY CIRCUMSTANCES CREATE ANY IMPLICATION THAT THERE HAS
BEEN NO CHANGE IN THE AFFAIRS OF THE COMPANY SINCE THE DATE HEREOF. THIS PROSPECTUS
DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY
SECURITIES OFFERED HEREBY BY ANYONE IN ANY JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS NOT AUTHORIZED OR IN WHICH THE PERSON MAKING SUCH OFFER OR
SOLICITATION IS NOT QUALIFIED TO DO SO OR TO ANY PERSON TO WHOM IT IS UNLAWFUL TO
MAKE SUCH OFFER OR SOLICITATION.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. This summary does not contain all of the
information you should consider before investing in our common stock. You should read the entire prospectus,
including “Risk Factors” and the consolidated financial statements and the related notes before making an investment
decision. Contents from our website, www.chinajojodrugstores.com are not part of this prospectus.

THE COMPANY

Business Overview

We own and operate a retail pharmacy chain in the People’s Republic of China (“PRC” or “China”).  We currently have 50
stores primarily in Hangzhou, the capital of Zhejiang Province approximately 112 miles south of Shanghai, and its
surrounding areas. Our stores provide customers with a wide variety of medicinal products, including prescription and
over-the-counter (“OTC”) drugs, nutritional supplements, traditional Chinese medicine (“TCM”) products, personal care
products, family care products, medical devices, as well as convenience products including consumable, seasonal and
promotional items. Each of our stores typically carries approximately 2,500 to 7,500 different products.  In addition to
these products, we have licensed doctors of both western medicine and TCM onsite for consultation, examination and
treatment of common ailments at scheduled hours.  Two of our stores have adjacent medical clinics offering urgent
care (to provide treatment for minor ailments such as sprains, minor lacerations and dizziness which can be treated on
an outpatient basis), TCM (including acupuncture, therapeutic massage and cupping) and minor outpatient surgical
treatments (such as suturing). Our store locations vary in size; however, our 50 stores presently average approximately
3,100 square feet. We attempt to tailor our product offerings, physician access and operating hours based on the
community where each individual store is located.

All of our operations are carried out by three PRC companies: (1) Hangzhou Jiuzhou Grand Pharmacy Chain Co., Ltd.
(“Jiuzhou Pharmacy”), (2) Hangzhou Jiuzhou Clinic of Integrated Traditional and Western Medicine (General
Partnership) (“Jiuzhou Clinic”), and (3) Hangzhou Jiuzhou Medical & Public Health Service Co., Ltd. (“Jiuzhou Service,”
and with Jiuzhou Pharmacy and Jiuzhou Clinic collectively as “HJ Group.”) We do not own any equity interests in any
of the three HJ Group companies, but control and receive the economic benefits of their business operations through
contractual arrangements. The contractual arrangements are between these companies and their owners, on the one
hand, and Zhejiang Jiuxin Investment Management Co., Ltd. (“Jiuxin Management”), the wholly owned subsidiary of
Renovation Investment (Hong Kong) Co., Ltd. (“Renovation”), which became our wholly-owned subsidiary subsequent
to a share exchange transaction on September 17, 2009.

Such contractual arrangements are necessary to comply with Chinese laws limiting foreign ownership of certain
companies. Through these contractual arrangements, we have the ability to substantially influence HJ Group’s daily
operations and financial affairs, appoint its senior executives and approve all matters requiring shareholder approval.
As a result of these contractual arrangements, which enable us to control HJ Group, we are considered the primary
beneficiary of HJ Group.

Our Corporate Information

Our principal executive offices are located at Room 507-513, 5th Floor A Building, Meidu Plaza, Gonshu District,
Hangzhou, Zhejiang Province, PRC and our telephone number is 86-571-88077078.  Our website is located at
www.chinajojodrugstores.com.

The Offering
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By this prospectus, the selling stockholders are offering up to 20,897 shares of our common stock being issued
pursuant to restricted stock awards granted under the Plan.  The selling stockholders are not required to sell their
shares, and any sales of common stock by the selling stockholders are entirely at the discretion of the selling
stockholders. We will receive no proceeds from the sale of the shares of common stock in this offering. 

Common stock outstanding before the offering 13,500,002

Common stock being issued which may be offered
pursuant to this prospectus

20,897

Common stock to be outstanding after the offering 13,520,899

Use of Proceeds We will not receive any proceeds from the sale of
shares by the selling stockholders.

NASDAQ Capital Market Symbol CJJD

Risk Factors The purchase of common stock involves a high
degree of risk. You should carefully review and
consider “Risk Factors” beginning on page 2.

1

Edgar Filing: CHINA JO-JO DRUGSTORES, INC. - Form S-8

7



Currency, exchange rate, and “China” and other references

● Unless otherwise noted, all currency figures in this filing are in U.S. dollars. References to “yuan” or “RMB” are to
the Chinese yuan, which is also known as the Renminbi. According to the currency exchange website
www.xe.com, on January 19, 2011, $1.00 was equivalent to RMB 6.58.

● References to “PRC” are to the People’s Republic of China.

● Unless otherwise specified or required by context, “China Jo-Jo,” the “Company,” “we,” “us,” “our” and similar terms refer
to China Jo-Jo Drugstores, Inc., a Nevada corporation.

RISK FACTORS

Risks Relating to Our Business

Our relatively limited operating history makes it difficult to evaluate our future prospects and results of operations.

We have a limited operating history. Jiuzhou Pharmacy opened its first drugstore in March 2004, Jiuzhou Clinic began
its first clinic in October 2003, and Jiuzhou Service commenced operations in November 2005. Accordingly, you
should consider our future prospects in light of the risks and uncertainties experienced by early stage companies in
evolving industries such as the pharmaceutical industry in China. Some of these risks and uncertainties relate to our
ability to:

● maintain our market position;

● attract additional customers and increase spending per customer;

● respond to competitive market conditions;

● increase awareness of our brand and continue to develop customer loyalty;

● respond to changes in our regulatory environment;

● maintain effective control of our costs and expenses;

● raise sufficient capital to sustain and expand our business;

● attract, retain and motivate qualified personnel; and

● ability to find and open new locations.

If we are unsuccessful in addressing any of these risks and uncertainties, our business may be materially and adversely
affected.

We depend substantially on the continuing efforts of our executive officers, and our business and prospects may be
severely disrupted if we lose their services.

Our future success is dependent on the continued services of the key members of our management team. In particular,
we depend on the services of the three co-founders of HJ Group, Mr. Lei Lu, who is also our chief executive officer
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and the chairman of our board of directors, and Ms. Li Qi and Mr. Chong’an Jin, who are also members of our board of
directors. The implementation of our business strategy and our future success depend in large part on our continued
ability to attract and retain highly qualified management personnel. We face competition for personnel from other
drugstore chains, retail chains, supermarkets, convenience stores, pharmaceutical companies and other organizations.
Competition for these individuals could cause us to offer higher compensation and other benefits in order to attract
and retain them, which could materially and adversely affect our financial condition and results of operations. We may
be unable to attract or retain the personnel required to achieve our business objectives and failure to do so could
severely disrupt our business and prospects. The process of hiring suitably qualified personnel is also often lengthy. In
the past, we have had two major challenges to our recruiting efforts: (1) unqualified candidates who represent
themselves as being qualified, and (2) talented and competent candidates who do not match our job requirements. If
our recruitment and retention efforts are unsuccessful in the future, it may be more difficult for us to execute our
business strategy.

2
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We do not maintain key-man insurance for members of our management team. If we lose the services of any senior
management, we may not be able to locate suitable or qualified replacements, and may incur additional expenses to
recruit and train new personnel, which could severely disrupt our business and prospects. Furthermore, as we expect
to continue to expand our operations, we will need to continue attracting and retaining experienced management. Each
of our three founders has entered into a confidentiality and non-competition agreement with us regarding these
agreements. However, if any disputes arise between our founders and us, we cannot assure you, in light of
uncertainties associated with the PRC legal system, that any of these agreements could be enforced in China, where
the three founders reside and hold some of their assets. See “Risks Related to Doing Business in China — Uncertainties
with respect to the PRC legal system could limit the protections available to you and us.”

We may need additional capital, and the sale of additional shares or other equity securities could result in dilution to
our stockholders. 

We believe that our current cash and cash equivalents and anticipated cash flow from operations will be sufficient to
meet our anticipated cash needs for the near future. We may, however, require additional cash resources due to
changed business conditions or other future developments, including any investments or acquisitions we may decide
to pursue. If our resources are insufficient to satisfy our cash requirements, we may seek to sell additional equity or
debt securities or obtain credit facility. The sale of additional equity securities could result in dilution to our
stockholders. The incurrence of additional indebtedness would result in increased debt service obligations and could
result in further operating and financing covenants that would further restrict our freedom to operate our business,
such as conditions that:

● limit our ability to pay dividends or require us to seek consent for the payment of dividends;

● increase our vulnerability to general adverse economic and industry conditions;

● require us to dedicate a portion of our cash flow from operations to payments on our debt, thereby reducing
the availability of our cash flow to fund capital expenditures, working capital and other general corporate
purposes; and

● limit our flexibility in planning for, or reacting to, changes in our business and our industry.

We cannot guarantee that we will be able to obtain any additional financing on terms that are acceptable to us, or at
all.

We have significant cash deposits with our suppliers and landlords in order to obtain and maintain our inventory and
maintain and establish store locations, which we may not be able to recover in the event of bankruptcy by our
suppliers or landlords or other events beyond our control.

Our ability to obtain products and maintain inventory at our existing and new locations, and to maintain and establish
leases for our existing and new locations, is dependent upon our ability to post and maintain significant cash deposits
with our suppliers and landlords. In China many vendors are unwilling to extend credit terms for product sales which
require cash deposits to be made, and landlords may require 12 months or longer of cash deposit as security from
tenants. At September 30, 2010, we had approximately $10,391,931 on deposit with suppliers and approximately
$2,358,934 as deposits with landlords for our retail locations. Were we unable or unwilling to establish such advances
and deposits our ability to generate sales and expand our business would be adversely affected. In general, we expect
the amounts required for advances and deposits to increase as we undertake our expansion plans, complete store
openings and expand our business through acquisitions or otherwise. We do not generally receive interest on any of
our supplier or landlord deposits and such deposits are subject to loss as a result of the creditworthiness or bankruptcy
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of the party who holds our funds, as well as the risk from illegal acts such as conversion, fraud, theft or dishonesty
associated with the third party. If these circumstances were to arise, we would find it difficult or impossible, due to the
unpredictability of legal proceedings in China, to recover all or a portion of the amount on deposit with our vendors or
landlords.

Risks Relating to Our Pharmacy Operations

Our operating results are difficult to predict, and we may experience significant fluctuations in our operating results.

Our operating results may fluctuate significantly. As a result, you may not be able to rely on period to period
comparisons of our operating results as an indication of our future performance. Factors causing these fluctuations
include, among others:

● our ability to maintain and increase sales to existing customers, attract new customers and satisfy our
customers’ demands;

● the frequency of customer visits to our drugstores and the quantity and mix of products our customers
purchase;

3
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● the price we charge for our products or changes in our pricing strategies or the pricing strategies of our
competitors;

● timing and costs of marketing and promotional programs organized by us and/or our suppliers, including
the extent to which we or our suppliers offer promotional discounts to our customers;

● our ability to acquire merchandise, manage inventory and fulfill orders;

● technical difficulties, system downtime or interruptions that may affect our product selection, procurement,
pricing, distribution and retail management processes;

● the introduction by our competitors of new products or services;

● the effects of strategic alliances, potential acquisitions and other business combinations, and our ability to
successfully and timely integrate them into our business;

● changes in government regulations with respect to pharmaceutical and retail industries; and

● current economic and geopolitical conditions in China and elsewhere.

In addition, a significant percentage of our operating expenses are fixed in the short term. As a result, a delay in
generating revenue for any reason could result in substantial operating losses.

Moreover, our business is subject to seasonal variations in demand. In particular, traditional retail seasonality affects
the sales of certain pharmaceuticals and other non-pharmaceutical products. Sales of our pharmaceutical products
benefit in our fiscal third quarter (October 1st through December 31st) from the winter cold and flu season, and are
lower in our fiscal fourth quarter (January 1st through March 31st ) because Chinese New Year falls into that quarter
each year and our customers generally pay fewer visits to drugstores during this period. In addition, sales of some
health and beauty products are driven, to some extent, by seasonal purchasing patterns and seasonal product changes.
Failure to manage the increased sales effectively in the high sale season, and increases in inventory in anticipation of
sales increase could have a material adverse effect on our financial condition, results of operations and cash flows.

Many of the factors discussed above are beyond our control, making our quarterly results difficult to predict, which
could cause the trading price of our securities to decline below investor expectations. You should not rely on our
operating results for prior periods as an indication of our future results.

We may not be able to timely identify or otherwise effectively respond to changing customer preferences, and we may
fail to optimize our product offering and inventory position.

The drugstore industry in China is rapidly evolving and is subject to rapidly changing customer preferences that are
difficult to predict. Our success depends on our ability to anticipate and identify customer preferences and adapt our
product selection to these preferences. In particular, we must optimize our product selection and inventory positions
based on sales trends. We cannot assure you that our product selection, especially our selections of nutritional
supplements and food products, will accurately reflect customer preferences at any given time. If we fail to anticipate
accurately either the market for our products or customers’ purchasing habits or fail to respond to customers’ changing
preferences promptly and effectively, we may not be able to adapt our product selection to customer preferences or
make appropriate adjustments to our inventory positions, which could significantly reduce our revenue and have a
material adverse effect on our business, financial condition and results of operations.
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Our success depends on our ability to establish effective advertising, marketing and promotional programs.

Our success depends on our ability to establish effective advertising, marketing and promotional programs, including
pricing strategies implemented in response to competitive pressures and/or to drive demand for our products. Our
advertisements are designed to promote our brand, our corporate image and the prices of products available for sale in
our stores. Our pricing strategies and value proposition must be appropriate for our target customers. If we are not able
to maintain and increase the awareness of our pharmacy brand, products and services, we may not be able to attract
and retain customers and our reputation may also suffer. We expect to incur substantial expenses in our marketing and
promotional efforts to both attract and retain customers. However, our marketing and promotional activities may be
less successful than we anticipate, and may not be effective at building our brand awareness and customer base. We
also cannot assure you that our current and planned spending on marketing activities will be adequate to support our
future growth. Failure to successfully execute our advertising, marketing and promotional programs may result in
material decreases in our revenue and profitability.

If we are unable to optimize management of our distribution activities, we may be unable to meet customer demand.

4
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We currently outsource our distribution and inventory functions to Yingte Logistics. Our ability to meet customer
demand may be significantly limited if we do not successfully and efficiently conduct our distribution activities, or if
Yingte Logistics’ facilities are destroyed or shut down for any reason, including as the result of a natural disaster. Any
disruption in the operation of our distribution could result in higher costs or longer lead times associated with
distributing our products. In addition, as it is difficult to predict accurate sales volume in our industry, we may be
unable to optimize our distribution activities, which may result in excess or insufficient inventory, warehousing,
fulfillment or distribution capacity. Furthermore, failure to effectively control product damage during distribution
process could decrease our operating margins and reduce our profitability.

Failure to maintain optimal inventory levels could increase our inventory holding costs or cause us to lose sales, either
of which could have a material adverse effect on our business, financial condition and results of operations.

We need to maintain sufficient inventory levels to operate our business successfully as well as meet our customers’
expectations. However, we must also guard against the risk of accumulating excess inventory. We are exposed to
inventory risks as a result of our increased offering of private label products, rapid changes in product life cycles,
changing consumer preferences, uncertainty of success of product launches, seasonality, and manufacturer backorders
and other vendor-related problems. We cannot assure you that we can accurately predict these trends and events and
avoid over-stocking or under-stocking products. In addition, demand for products could change significantly between
the time product inventory is ordered and the time it is available for sale.

When we begin selling a new product, it is particularly difficult to forecast product demand accurately. The purchase
of certain types of inventory may require significant lead-time. As we carry a broad selection of products and maintain
significant inventory levels for a substantial portion of our merchandise, we may be unable to sell such inventory in
sufficient quantities or during the relevant selling seasons. Carrying too much inventory would increase our inventory
holding costs, and failure to have inventory in stock when a customer orders or purchases it could cause us to lose that
order or lose that customer, either of which could have a material adverse effect on our business, financial condition
and results of operations.

The centralization of procurement may not help us achieve anticipated savings and may place additional burdens on
the management of our supply chain.

All of the product procurement for our drugstore chain is handled through our corporate headquarters. Such
centralization of merchandise procurement and replenishment operations is intended to reduce cost of goods sold as a
result of volume purchase benefits. However, we may be less successful than anticipated in achieving these volume
purchase benefits. In addition, the centralization of merchandise procurement is expected to increase the complexity of
tracking inventory, create additional inventory handling and transportation costs and place additional burdens on the
management of our supply chain. Furthermore, we may not be successful in achieving the cost savings expected from
the renegotiation of certain supplier contracts due to the nature of the products covered by those contracts and the
market position of the related suppliers. If we cannot successfully reduce our costs through centralizing procurement,
our profitability and prospects would be materially and adversely affected.

Our brand name, trade secrets and other intellectual property are valuable assets. If we are unable to protect them from
infringement, our business and prospects may be harmed.

We consider our pharmacy brand name to be a valuable asset. We may be unable to prevent third parties from using
our brand name without authorization. Unauthorized use of our brand name by third parties may adversely affect our
business and reputation, including the perceived quality and reliability of our products and services. We plan to apply
for trademark protection of our logo in China, although we have not done so nor have we registered our brand name as
of the date of this prospectus.
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We also rely on trade secrets to protect our know-how and other proprietary information, including pricing,
purchasing, promotional strategies, customer lists and/or suppliers lists. However, trade secrets are difficult to protect.
While we use reasonable efforts to protect our trade secrets, our employees, consultants, contractors or advisors may
unintentionally or willfully disclose our information to competitors. In addition, confidentiality agreements, if any,
executed by the foregoing persons may not be enforceable or provide meaningful protection for our trade secrets or
other proprietary information in the event of unauthorized use or disclosure. Our employees are required to sign an
employment agreement as a condition of employment, which contains a confidentiality provision.

If we were to enforce a claim that a third party had illegally obtained and was using our trade secrets, our enforcement
efforts could be expensive and time-consuming, and the outcome is unpredictable. In addition, if our competitors
independently develop information that is equivalent to our trade secrets or other proprietary information, it will be
even more difficult for us to enforce our rights and our business and prospects could be harmed.

Litigation may be necessary in the future to enforce our intellectual property rights or to determine the validity and
scope of the intellectual property rights of others. However, because the validity, enforceability and scope of
protection of intellectual property rights in the PRC are uncertain and still evolving, we may not be successful in
prosecuting these cases. In addition, any litigation or proceeding or other efforts to protect our intellectual property
rights could result in substantial costs and diversion of our resources and could seriously harm our business and
operating results. Furthermore, the degree of future protection of our proprietary rights is uncertain and may not
adequately protect our rights or permit us to gain or keep our competitive advantage. If we are unable to protect our
trade names, trade secrets and other propriety information from infringement, our business, financial condition and
results of operations may be materially and adversely affected.

5
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We may be exposed to intellectual property infringement and other claims by third parties which, if successful, could
disrupt our business and have a material adverse effect on our financial condition and results of operations.

Our success depends, in large part, on our ability to use our proprietary information and know-how without infringing
third party intellectual property rights. As litigation becomes more common in China, we face a higher risk of being
the subject of claims for intellectual property infringement, invalidity or indemnification relating to other parties’
proprietary rights. Our current or potential competitors, many of which have substantial resources, may have or may
obtain intellectual property protection that will prevent, limit or interfere with our ability to conduct our business in
China. Moreover, the defense of intellectual property suits, including trademark infringement suits, and related legal
and administrative proceedings can be both costly and time consuming and may significantly divert the efforts and
resources of our management personnel. Furthermore, an adverse determination in any such litigation or proceedings
to which we may become a party could cause us to:

● pay damage awards;

● seek licenses from third parties;

● pay ongoing royalties;

● redesign our product offerings; or

● be restricted by injunctions,

each of which could effectively prevent us from pursuing some or all of our business and result in our customers or
potential customers deferring or limiting their purchase from our stores, which could have a material adverse effect on
our financial condition and results of operations.

We rely on computer software and hardware systems in managing our operations, the capacity of which may restrict
our growth and the failure of which could adversely affect our business, financial condition and results of operations.

We are dependent upon our integrated information management system to monitor daily operations of our drugstores
and to maintain accurate and up-to-date operating and financial data for compilation of management information. In
addition, we rely on our computer hardware and network for the storage, delivery and transmission of the data of our
retail system. Any system failure which causes interruptions to the input, retrieval and transmission of data or increase
in the service time could disrupt our normal operation. Although we believe that our disaster recovery plan is adequate
in handling the failure of our computer software and hardware systems, we cannot assure you that we can effectively
carry out this disaster recovery plan and that we will be able to restore our operation within a sufficiently short time
frame to avoid our business being disrupted. Any failure in our computer software and/or hardware systems could
have a material adverse effect on our business, financial condition and results of operations. In addition, if the capacity
of our computer software and hardware systems fails to meet the increasing needs of our expanding operations, our
ability to grow may be constrained.

As a retailer of pharmaceutical and other healthcare products, we are exposed to inherent risks relating to product
liability and personal injury claims.

Pharmacies are exposed to risks inherent in the packaging and distribution of pharmaceutical and other healthcare
products, such as with respect to improper filling of prescriptions, labeling of prescriptions, adequacy of warnings,
unintentional distribution of counterfeit drugs. Furthermore, the applicable laws, rules and regulations require our
in-store pharmacists to offer counseling, without additional charge, to our customers about medication, dosage,
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delivery systems, common side effects and other information the in-store pharmacists deem significant. Our in-store
pharmacists may also have a duty to warn customers regarding any potential negative effects of a prescription drug if
the warning could reduce or negate these effects and we may be liable for claims arising from advice given by our
in-store pharmacists. In addition, product liability claims may be asserted against us with respect to any of the
products we sell and as a retailer, we are required to pay for damages for any successful product liability claim against
us, although we may have the right under applicable PRC laws, rules and regulations to recover from the relevant
manufacturer for compensation we paid to our customers in connection with a product liability claim. We may also be
obligated to recall affected products. If we are found liable for product liability claims, we could be required to pay
substantial monetary damages. Furthermore, even if we successfully defend ourselves against this type of claim, we
could be required to spend significant management, financial and other resources, which could disrupt our business,
and our reputation as well as our brand name may also suffer. We, like many other similar companies in China, do not
carry product liability insurance. As a result, any imposition of product liability could materially harm our business,
financial condition and results of operations. In addition, we do not have any business interruption insurance due to
the limited coverage of any business interruption insurance in China, and as a result, any business disruption or natural
disaster could severely disrupt our business and operations and significantly decrease our revenue and profitability.

6
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Future acquisitions are expected to be a part of our growth strategy, and could expose us to significant business risks.

One of our strategies is to grow our business through acquisition. However, we cannot assure you that we will be able
to identify and secure suitable acquisition opportunities. Our ability to consummate and integrate effectively any
future acquisitions on terms that are favorable to us may be limited by the number of attractive acquisition targets,
internal demands on our resources and, to the extent necessary, our ability to obtain financing on satisfactory terms for
larger acquisitions, if at all.  Moreover, if an acquisition target is identified, the third parties with whom we seek to
cooperate may not select us as a potential partner or we may not be able to enter into arrangements on commercially
reasonable terms or at all. The negotiation and completion of potential acquisitions, whether or not ultimately
consummated, could also require significant diversion of management’s time and resources and potential disruption of
our existing business. Furthermore, we cannot assure you that the expected synergies from future acquisitions will
actually materialize. In addition, future acquisitions could result in the incurrence of additional indebtedness, costs,
and contingent liabilities. Future acquisitions may also expose us to potential risks, including risks associated with:

● the integration of new operations, services and personnel;

● unforeseen or hidden liabilities;

● the diversion of financial or other resources from our existing businesses;

● our inability to generate sufficient revenue to recover costs and expenses of the acquisitions; and

● potential loss of, or harm to, relationships with employees or customers.

Any of the above could significantly disrupt our ability to manage our business and materially and adversely affect
our business, financial condition and results of operations.

We may not be able to manage our expansion of operations effectively and failure to do so could strain our
management, operational and other resources, which could materially and adversely affect our business and growth
potential.

We anticipate continued expansion of our business to address growth in demand for our products and services, as well
as to capture new market opportunities. The continued growth of our business has resulted in, and will continue to
result in, substantial demands on our management, operational and other resources. In particular, the management of
our growth will require, among other things:

● our ability to continue to identify and lease new store locations at acceptable prices;

● our ability to optimize product offerings and increase sales of private label products;

● our ability to control procurement cost and optimize product pricing;

● our ability to control operating expenses and achieve a high level of efficiency, including, in particular, our
ability to manage the amount of time required to open new stores and for stores to become profitable, to
maintain sufficient inventory levels and to manage warehousing, buying and distribution costs;

● information technology system enhancement;

● strengthening of financial and management controls;
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● increased marketing, sales and sales support activities; and

● hiring and training of new personnel.

If we are not able to manage our growth successfully, our business and prospects would be materially and adversely
affected.

We depend on the continued service of, and on the ability to attract, motivate and retain a sufficient number of
qualified and skilled staff, especially in-store pharmacists, for our stores.

7
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Our ability to continue expanding our retail drugstore chain and deliver high quality products and customer service
depends on our ability to attract and retain qualified and skilled staff, especially in-store pharmacists. In particular, the
applicable PRC regulations require at least one qualified pharmacist to be stationed in every drugstore to instruct or
advise customers on prescription drugs. Over the years, a significant shortage of pharmacists has developed due to
increasing demand within the drugstore industry as well as demand from other businesses in the healthcare industry.
We cannot assure you that we will be able to attract, hire and retain sufficient numbers of skilled personnel and
in-store pharmacists necessary to continue to develop and grow our business. In the past, our major recruiting
challenges included unqualified candidates who represent themselves as being qualified, and talented and competent
candidates who do not match our job requirements. The inability to attract and retain a sufficient number of skilled
personnel and in-store pharmacists could limit our ability to open additional stores, increase revenue or deliver high
quality customer service. In addition, competition for these individuals could cause us to offer higher compensation
and other benefits in order to attract and retain them, which could materially and adversely affect our financial
condition and results of operations.

 We face significant competition, and if we do not compete successfully against existing and new competitors, our
revenue and profitability would be materially and adversely affected.

The drugstore industry in China is highly competitive, and we expect competition to intensify in the future. Our
primary competitors include other drugstore chains and independent drugstores. We also increasingly face
competition from discount stores, convenience stores and supermarkets as we increase our offering of non-drug
convenience products and services. We compete for customers and revenue primarily on the basis of store location,
merchandise selection, price, services that we offer and our brand name. We believe that the continued consolidation
of the drugstore industry and continued new store openings by chain store operators will further increase competitive
pressures in the industry. In addition, we may be subject to additional competition from new entrants to the drugstore
industry in China. If the PRC government removes the barriers for the foreign companies to operate majority-owned
retail drugstore business in China, we could face increased competition from foreign companies. Some of our larger
competitors may enjoy competitive advantages, such as:

● greater financial and other resources;

● larger variety of products;

● more extensive and advanced supply chain management systems;

● greater pricing flexibility;

● larger economies of scale and purchasing power;

● more extensive advertising and marketing efforts;

● greater knowledge of local market conditions;

● stronger brand recognition; and

● larger sales and distribution networks.

As a result, we may be unable to offer products similar to, or more desirable than, those offered by our competitors,
market our products as effectively as our competitors or otherwise respond successfully to competitive pressures. In
addition, our competitors may be able to offer larger discounts on competing products, and we may not be able to
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profitably match those discounts. Furthermore, our competitors may offer products that are more attractive to our
customers or that render our products uncompetitive. In addition, the timing of the introduction of competing products
into the market could affect the market acceptance and market share of our products. Our failure to compete
successfully could materially and adversely affect our business, financial condition, results of operation and prospects.

Changes in economic conditions and consumer confidence in China may influence the retail industry, consumer
preferences and spending patterns.

Our business and revenue growth primarily depend on the size of the retail market of pharmaceutical products in
China. As a result, our revenue and profitability may be negatively affected by changes in national, regional or local
economic conditions and consumer confidence in China. In particular, as we focus our expansion of retail stores in
metropolitan markets, where living standards and consumer purchasing power are relatively high, we are especially
susceptible to changes in economic conditions, consumer confidence and customer preferences of the urban Chinese
population. External factors beyond our control that affect consumer confidence include unemployment rates, levels
of personal disposable income, national, regional or local economic conditions and acts of war or terrorism. Changes
in economic conditions and consumer confidence could adversely affect consumer preferences, purchasing power and
spending patterns. In addition, acts of war or terrorism may cause damage to our facilities, disrupt the supply of the
products and services we offer in our stores or adversely impact consumer demand. Any of these factors could have a
material adverse effect on our business, financial condition and results of operations.

8
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The retail prices of some of our products are subject to control, including periodic downward adjustment, by PRC
governmental authorities.

An increasing percentage of our pharmaceutical products, primarily those included in the national and provincial
medical insurance catalogs, are subject to price controls in the form of fixed retail prices or retail price ceilings. See
“Relevant PRC Regulations — Price Controls” below. In addition, the retail prices of these products are also subject to
periodic downward adjustments as the PRC governmental authorities seek to make pharmaceutical products more
affordable to the general public. Since May 1998, the relevant PRC governmental authorities have ordered price
reductions of thousands of pharmaceutical products. The latest price reduction occurred in October 2010 and
affected 104 different pharmaceutical products. Currently, 49 of the prescription and OTC drugs that we offer are
subject to price controls. As we generally price our product substantially below the price ceilings, only 24 of our
prescription and OTC drug prices required adjustment as of December 31, 2010, the impact of which was negligible.
Any future price controls or government mandated price reductions, however, may have a material adverse affect on
our financial condition and results of operations, including significantly reducing our revenue and profitability.

Our retail operations require a number of permits and licenses in order to carry on their business.

Drugstores in China are required to obtain certain permits and licenses from various PRC governmental authorities,
including Drug Distribution Permit and GSP certification. We are also required to obtain food hygiene certificates for
the distribution of nutritional supplements and food products. We cannot assure you that we can maintain all required
licenses, permits and certifications to carry on our business at all times, and from time to time we may have not been
in compliance with all such required licenses, permits and certifications. Moreover, these licenses, permits and
certifications are subject to periodic renewal and/or reassessment by the relevant PRC governmental authorities and
the standards of such renewal or reassessment may change from time to time. We intend to apply for the renewal of
these licenses, permits and certifications when required by applicable laws and regulations. Any failure by us to obtain
and maintain all licenses, permits and certifications necessary to carry on our business at any time could have a
material adverse effect on our business, financial condition and results of operations. In addition, any inability to
renew these licenses, permits and certifications could severely disrupt our business, and prevent us from continuing to
carry on our business. Any changes in the standards used by governmental authorities in considering whether to renew
or reassess our business licenses, permits and certifications, as well as any enactment of new regulations that may
restrict the conduct of our business, may also decrease our revenue and/or increase our costs and materially reduce our
profitability and prospects. Furthermore, if the interpretation or implementation of existing laws and regulations
changes or if new regulations come into effect requiring us to obtain any additional licenses, permits or certifications
that were previously not required to operate our existing businesses, we cannot assure you that we may successfully
obtain such licenses, permits or certifications.

The continued penetration of counterfeit products into the retail market in China may damage our brand and
reputation and have a material adverse effect on our business, financial condition, results of operations and prospects.

There has been continued penetration of counterfeit products into the pharmaceutical retail market in China.
Counterfeit products are generally sold at lower prices than the authentic products due to their low production costs,
and in some cases are very similar in appearance to the authentic products. Counterfeit pharmaceuticals may or may
not have the same chemical content as their authentic counterparts, and are typically manufactured without proper
licenses or approvals as well as fraudulently mislabeled with respect to their content and/or manufacturer. Although
the PRC government has been increasingly active in combating counterfeit pharmaceutical and other products, there is
not yet an effective counterfeit pharmaceutical product regulation control and enforcement system in China. Although
we have implemented a series of quality control procedures in our procurement process, we cannot assure you that we
would not be selling counterfeit pharmaceutical products inadvertently. Any unintentional sale of counterfeit products
may subject us to negative publicity, fines and other administrative penalties or even result in litigation against us.
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Moreover, the continued proliferation of counterfeit products and other products in recent years may reinforce the
negative image of retailers among consumers in China. The continued proliferation of counterfeit products in China
could have a material adverse effect on our business, financial condition, and results of operation.

We may be subject to fines and penalties if we fail to comply with the applicable PRC laws and regulations governing
sales of medicines under the PRC National Medical Insurance Program.

Eligible participants in the PRC national medical insurance program, mainly consisting of urban residents in China,
are entitled to buy medicines using their medical insurance cards in an authorized pharmacy, provided that the
medicines they purchase have been included in the national or provincial medical insurance catalogs. The pharmacy,
in turn, obtains reimbursement from the relevant government social security bureaus. Moreover, the applicable PRC
laws, rules and regulations prohibit pharmacies from selling goods other than pre-approved medicines when purchases
are made with medical insurance cards. We have established procedures to prohibit our drugstores from selling
unauthorized goods to customers who make purchases with medical insurance cards. However, we cannot assure you
that those procedures will be strictly followed by all of our employees in all of our stores.

9
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Risks Relating to Our Medical Services

If we do not attract and retain qualified physicians and other medical personnel, our ability to provide medical services
would be adversely affected.

The success of our medical services will be, in part, dependent upon the number and quality of doctors, nurses and
other medical support personnel that we employ and our ability to maintain good relations with them. Our medical
staff may terminate their employment with us at any time. If we are unable to successfully maintain good relationships
with them, our ability to provide medical services may be adversely affected.

The provision of medical services is heavily regulated in the PRC and failure to comply with those regulations could
result in penalties, loss of licensure, additional compliance costs or other adverse consequences.

Healthcare providers in China, as in most other populous countries, are required to comply with many laws and
regulations at the national and local government levels. These laws and regulations relate to: licensing; the conduct of
operations; the ownership of facilities; the addition of facilities and services; advertising; confidentiality, maintenance
and security issues associated with medical records; billing for services; and prices for services. If we fail to comply
with applicable laws and regulations, we could suffer penalties, including the loss of our licenses to operate. In
addition, further healthcare legislative reform is likely, and could materially adversely affect our business and results
of operations in the event we do not comply or if the cost of compliance is expensive. The above list of certain
regulated areas is not exhaustive and it is not possible to anticipate the exact nature of future healthcare legislative
reform in China. Depending on the priorities determined by the Chinese Ministry of Health, the political climate at
any given time, the continued development of the Chinese healthcare system and many other factors, future legislative
reforms may be highly diverse, including stringent infection control policies, improved rural healthcare facilities,
increased regulation of the distribution of pharmaceuticals and numerous other policy matters. Consequently, the
implications of these future reforms could result in penalties, loss of licensure, additional compliance costs or other
adverse consequences.

As a provider of medical services, we are exposed to inherent risks relating to malpractice claims.

As a provider of medical services, any misdiagnosis or improper treatment may result in adverse publicity regarding
us, which would harm our reputation. If we are found liable for malpractice claims, we could be required to pay
substantial monetary damages. Furthermore, even if we successfully defend ourselves against this type of claim, we
could be required to spend significant management, financial and other resources, which could disrupt our business,
and our reputation as well as our brand name may also suffer. Because malpractice claims are not common in China,
we do not carry malpractice insurance. As a result, any imposition of malpractice liability could materially harm our
business, financial condition and results of operations.

We face competition that could adversely affect our results of operations.

Our clinics compete with a large number and variety of healthcare facilities in their respective markets. There are
numerous government-run and private hospitals and clinics available to the general populace. There can be no
assurance that these or other clinics, hospitals or other facilities will not commence or expand such operations, which
would increase their competitive position. Further, there can be no assurance that a healthcare organization, having
greater resources in the provision or management of healthcare services, will not decide to engage in operations
similar to those being conducted by us in Hangzhou.

Risks Related to Our Corporate Structure
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Chinese regulations limit foreign ownership of Chinese pharmacy chain operating 30 or more stores and limit foreign
ownership of Chinese medical clinics to Sino-foreign joint venture. We conduct our drugstore business through
Jiuzhou Pharmacy and our clinics through Jiuzhou Clinic and Jiuzhou Service by means of contractual arrangements.
None of our businesses are owned and the validity of our contractual arrangements is uncertain. If the Chinese
government determines that these contractual arrangements do not comply with applicable regulations, our business
could be adversely affected. If the PRC regulatory bodies determine that the agreements that establish the structure for
operating our business in China do not comply with PRC regulatory restrictions on foreign investment in drugstore
and medical practice or in our business generally, we could be subject to severe penalties. In addition, changes in such
Chinese laws and regulations may materially and adversely affect our business.

Current PRC regulations limit any foreign investor’s ownership of drugstores to 49.0% if the investor owns interests in
more than 30 drugstores in China that sell a variety of branded pharmaceutical products sourced from different
suppliers. Since we do not own any equity interests in Jiuzhou Pharmacy, but controls the drugstore chain through
contractual arrangements with our wholly foreign owned enterprise (“WFOE”), Jiuxin Management, we have been
advised by our PRC counsel, Allbright Law Offices (“Allbright”), that the regulations on foreign ownership of
drugstores do not apply to us even if our drugstore chain expands beyond 30 stores. Similarly, foreign ownership of
medical practice in China is limited to means of Sino-foreign joint venture. Since we do not have actual equity interest
in Jiuzhou Clinic or Jiuzhou Service, but control these entities through contractual arrangements, Allbright has
advised us that the PRC regulations restricting foreign ownership of medical practice are not applicable to us or our
structure.

10
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There are, however, uncertainties regarding the interpretation and application of PRC laws, rules and regulations,
including but not limited to the laws, rules and regulations governing the validity and enforcement of our contractual
arrangements. Although we have been advised by Allbright, that based on their understanding of the current PRC
laws, rules and regulations, the structure for operating our business in China (including our corporate structure and
contractual arrangements with Jiuzhou Pharmacy, Jiuzhou Clinic, Jiuzhou Service and their respective owners)
comply with all applicable PRC laws, rules and regulations, and do not violate, breach, contravene or otherwise
conflict with any applicable PRC laws, rules or regulations, we cannot assure you that the PRC regulatory authorities
will not determine that our corporate structure and contractual arrangements violate PRC laws, rules or regulations. If
the PRC regulatory authorities determine that our contractual arrangements are in violation of applicable PRC laws,
rules or regulations, our contractual arrangements will become invalid or unenforceable, and we may not be able to
consolidate the operations of the HJ Group with our results of operations. In addition, new PRC laws, rules and
regulations may be introduced from time to time to impose additional requirements that may be applicable to our
contractual arrangements. For example, pursuant to the PRC Property Rights Law that became effective on October 1,
2007, the pledge of any equity interests of a PRC private entity shall become effective once it is duly registered with
the local branches of the State Administration for Industry and Commerce (“SAIC”).  Following the promulgation of the
Property Law, SAIC further issued the Administrative Measures for Registrations of Share Pledge on September 1,
2008, which provided detailed procedural guidance for the local SAIC offices to handle the registrations of share
pledge. The Equity Pledge Agreements entered by Jiuxin Management with each HJ Group company as part of the
contractual arrangements have created a legally binding obligation on the parties upon the execution date; however,
the pledge established under these agreements does not become effective until due registration with local SAIC office.
On May 18, 2010, registration of the pledged equity interests in Jiuzhou Pharmacy was completed.

The Chinese government has broad discretion in dealing with violations of laws and regulations, including levying
fines, revoking business and other licenses and requiring actions necessary for compliance. In particular, licenses and
permits issued or granted to us by relevant governmental bodies may be revoked at a later time by higher regulatory
bodies. We cannot predict the effect of the interpretation of existing or new Chinese laws or regulations on our
businesses. We cannot assure you that our current ownership and operating structure would not be found in violation
of any current or future Chinese laws or regulations. As a result, we may be subject to sanctions, including fines, and
could be required to restructure our operations or cease to provide certain services. Any of these or similar actions
could significantly disrupt our business operations or restrict us from conducting a substantial portion of our business
operations, which could materially and adversely affect our business, financial condition and results of operations.

If we are determined to be in violation of any existing or future PRC laws, rules or regulations or fail to obtain or
maintain any of the required governmental permits or approvals, the relevant PRC regulatory authorities would have
broad discretion in dealing with such violations, including:

● revoking the business and operating licenses of our PRC consolidated entities;

● discontinuing or restricting the operations of our PRC consolidated entities;

● imposing conditions or requirements with which we or our PRC consolidated entities may not be able to
comply;

● requiring us or our PRC consolidated entities to restructure the relevant ownership structure or operations;

● restricting or prohibiting our use of the proceeds from our initial public offering to finance our business and
operations in China; or

● imposing fines.
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The imposition of any of these penalties would severely disrupt our ability to conduct business and have a material
adverse effect on our financial condition, results of operations and prospects.

We may be adversely affected by complexity, uncertainties and changes in Chinese regulation of drugstores and the
practice of medicine.

The Chinese government regulates drugstores and the practice of medicine including foreign ownership, and the
licensing and permit requirements. These laws and regulations are relatively new and evolving, and their interpretation
and enforcement involve significant uncertainty. As a result, in certain circumstances it may be difficult to determine
what actions or omissions may be deemed to be a violation of applicable laws and regulations. Issues, risks and
uncertainties relating to Chinese government regulation of the industry include the following:

11
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● we only have contractual control over Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou Service. We do not
own them due to the restriction of foreign investment in pharmacy chains with 30 or more drugstores and
foreign ownership of medical practice; and

● uncertainties relating to the regulation of drugstores and medical practice in China, including evolving
licensing practices, means that permits, licenses or operations at our company may be subject to challenge.
This may disrupt our business, or subject us to sanctions, requirements to increase capital or other
conditions or enforcement, or compromise enforceability of related contractual arrangements, or have other
harmful effects on us.

The interpretation and application of existing Chinese laws, regulations and policies and possible new laws,
regulations or policies have created substantial uncertainties regarding the legality of existing and future foreign
investments in, and the businesses and activities of, pharmaceutical businesses in China, including our business

Our contractual arrangements with Jiuzhou Pharmacy, Jiuzhou Clinic, Jiuzhou Service and their respective owners
may not be as effective in providing control over these entities as direct ownership.

We have no equity ownership interest in Jiuzhou Pharmacy, Jiuzhou Clinic or Jiuzhou Service, and rely on contractual
arrangements to control and operate these companies and their businesses. These contractual arrangements may not be
as effective in providing control over these companies as direct ownership. For example, Jiuzhou Pharmacy, Jiuzhou
Clinic or Jiuzhou Service could fail to take actions required for our business despite its contractual obligation to do so.
If Jiuzhou Pharmacy, Jiuzhou Clinic or Jiuzhou Service fails to perform under their agreements with us, we may have
to rely on legal remedies under Chinese law, which may not be effective. In addition, we cannot assure you that the
respective owners of Jiuzhou Pharmacy, Jiuzhou Clinic or Jiuzhou Service will act in our best interests.

Because we rely on contractual arrangements to control HJ Group and for our revenue, the termination of such
agreements will severely and detrimentally affect our continuing business viability under our current corporate
structure.

We are a holding company and do not have any assets or conduct any business operations other than the contractual
arrangements between Jiuxin Management, our WFOE, and each of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou
Service. All of our business operations are conducted by, and we derive all of our revenues from, the three HJ Group
companies. Because neither we nor our WFOE own equity interests of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou
Service, the termination of the contractual arrangements would sever our ability to continue receiving payments from
these companies under our current holding company structure.

As we do not have any equity interests in any of the HJ Group companies, in the event the contractual arrangements
terminate, we will lose our control over them and their business operations, as well as our sole source of revenues.
Should this occur, we may seek to acquire control of the HJ Group companies through other means, although we
cannot guarantee that we will do so, nor can we guarantee that we will be successful if we do.

We cannot assure you that there will not be any event or reason that may cause the contractual arrangements to
terminate. In the event that the contractual arrangements are terminated for any reason, this may have a severe and
detrimental effect on our continuing business viability under our current corporate structure, which in turn may affect
the value of your investment.

We rely principally on dividends paid by our consolidated operating entities to fund any cash and financing
requirements we may have, and any limitation on the ability of our consolidated PRC entities to pay dividends to us
could have a material adverse effect on our ability to conduct our business.

Edgar Filing: CHINA JO-JO DRUGSTORES, INC. - Form S-8

28



We are a holding company, and rely principally on dividends paid by our consolidated PRC operating entities for cash
requirements, including the funds necessary to service any debt we may incur. In particular, we rely on earnings
generated by each of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou Service, which are passed on to us through Jiuxin
Management. If any of the consolidated operating entities incurs debt in its own name in the future, the instruments
governing the debt may restrict dividends or other distributions on its equity interest to us. In addition, the PRC tax
authorities may require us to adjust our taxable income under the contractual arrangements in a manner that would
materially and adversely affect our ability to pay dividends and other distributions on our equity interest.

Furthermore, applicable PRC laws, rules and regulations permit payment of dividends by our consolidated PRC
entities only out of their retained earnings, if any, determined in accordance with PRC accounting standards. Under
PRC laws, rules and regulations, our consolidated PRC entities are required to set aside at least 10.0% of their
after-tax profit based on PRC accounting standards each year to their statutory surplus reserve fund until the
accumulative amount of such reserves reach 50.0% of their respective registered capital. As a result, our consolidated
PRC entities are restricted in their ability to transfer a portion of their net income to us whether in the form of
dividends, loans or advances. As of September 30, 2010, our restricted reserves totaled RMB 9,460,695 ($1,309,109)
and we had unrestricted retained earnings of RMB 125,391,088 ($18,634,929). Our restricted reserves are not
distributable as cash dividends. Any limitation on the ability of our consolidated operating entities to pay dividends to
us could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial
to our businesses, pay dividends or otherwise fund and conduct our business.
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Management members of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou Service have potential conflicts of interest
with us, which may adversely affect our business and your ability for recourse.

Mr. Lei Liu, chairman of the board of directors and our chief executive officer, is also the executive director of
Jiuzhou Pharmacy, a general partner of Jiuzhou Clinic, and the supervising director of Jiuzhou Service. Mr. Chong’an
Jin, one of our directors, is the supervising director of Jiuzhou Pharmacy, the managing general partner of Jiuzhou
Clinic, and the executive director of Jiuzhou Service. Ms. Li Qi, corporate secretary and also a member of the board of
directors, is the general manager of each of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou Service and a general
partner of Jiuzhou Clinic. Conflicts of interests between their respective duties to our company and HJ Group may
arise. As our directors and executive officer (in the case of Mr. Liu), they have a duty of loyalty and care to us under
U.S. and Hong Kong law when there are any potential conflicts of interests between our company and HJ Group. We
cannot assure you, however, that when conflicts of interest arise, every one of them will act completely in our interests
or that conflicts of interests will be resolved in our favor. For example, they may determine that it is in HJ Group’s
interests to sever the contractual arrangements with Jiuxin Management, irrespective of the effect such action may
have on us. In addition, any one of them could violate his or her legal duties by diverting business opportunities from
us to others, thereby affecting the amount of payment that HJ Group is obligated to remit to us under the consulting
services agreement.

In the event that you believe that your rights have been infringed under the securities laws or otherwise as a result of
any one of the circumstances described above, it may be difficult or impossible for you to bring an action against HJ
Group or our officers or directors who are members of HJ Group’s management, all of whom reside within China.
Even if you are successful in bringing an action, the laws of China may render you unable to enforce a judgment
against the assets of Jiuzhou Pharmacy, Jiuzhou Clinic and Jiuzhou Service and their respective management, all of
which are located in China.

Risks Related to Doing Business in China

The three HJ Group companies are subject to restrictions on making payments to us.

We are a holding company incorporated in Nevada and do not have any assets or conduct any business operations
other than our indirect investments in the three HJ Group companies. As a result of our holding company structure, we
rely entirely on payments from these companies under their contractual arrangements with our WFOE, Jiuxin
Management. The Chinese government also imposes controls on the conversion of RMB into foreign currencies and
the remittance of currencies out of China. We may experience difficulties in completing the administrative procedures
necessary to obtain and remit foreign currency. See “Government control of currency conversion may affect the value
of your investment.” Furthermore, if our affiliated entity in China incurs debt on their own in the future, the
instruments governing the debt may restrict their ability to make payments. If we are unable to receive all of the
revenues from our operations through these contractual arrangements, we may be unable to pay dividends on our
ordinary shares.

Uncertainties with respect to the Chinese legal system could adversely affect us.

We conduct our business primarily through the three HJ Group companies, all of which are PRC entities. Our
operations in China are governed by Chinese laws and regulations. We are generally subject to laws and regulations
applicable to foreign investments in China and, in particular, laws applicable to wholly foreign-owned enterprises.
The Chinese legal system is based on written statutes. Prior court decisions may be cited for reference but have
limited precedential value.
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Since 1979, Chinese legislation and regulations have significantly enhanced the protections afforded to various forms
of foreign investments in China. However, China has not developed a fully integrated legal system and recently
enacted laws and regulations may not sufficiently cover all aspects of economic activities in China. In particular,
because these laws and regulations are relatively new, and because of the limited volume of published decisions and
their nonbinding nature, the interpretation and enforcement of these laws and regulations involve uncertainties. In
addition, the Chinese legal system is based in part on government policies and internal rules (some of which are not
published on a timely basis or at all) that may have a retroactive effect. As a result, we may not be aware of our
violation of these policies and rules until some time after the violation. In addition, any litigation in China may be
protracted and result in substantial costs and diversion of resources and management attention.

You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing original
actions in China based on United States or other foreign laws against us or our management.

We are a holding company and do not have any assets or conduct any business operations other than the contractual
arrangements between Jiuxin Management and the three HJ Group companies. In addition, all of HJ Group’s assets are
located in, and all of our other senior executive officers (excepting our chief financial officer) reside within, China. As
a result, it may not be possible to effect service of process within the United States or elsewhere outside China upon
our senior executive officers and directors not residing in the United States, including with respect to matters arising
under U.S. federal securities laws or applicable state securities laws. Moreover, our Chinese counsel has advised us
that China does not have treaties with the United States or many other countries providing for the reciprocal
recognition and enforcement of judgment of courts. As a result, our public shareholders may have substantial
difficulty in protecting their interests through actions against our management or directors than would shareholders of
a corporation with assets and management members located in the United States.
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We may need to obtain additional governmental approvals to open new drugstores. Our inability to obtain such
approvals will have a material adverse effect on our business and growth.

According to the Measures on the Administration of Foreign Investment in the Commercial Sector promulgated by the
PRC Ministry of Commerce (the “Measures”), which became effective on June 1, 2004, a company that is directly
owned by a foreign invested enterprise needs to obtain relevant governmental approvals before it opens new retail
stores. However, there are no specific laws, rules or regulations with respect to whether it is necessary for a company
contractually controlled by a foreign invested enterprise to obtain approvals to open new retail stores. In addition, the
Measures state that PRC Ministry of Commerce will promulgate a detailed implementation regulation to govern
foreign invested enterprises engaging in drug sale. However, such implementation regulation has not yet been
promulgated. Therefore we cannot assure you that the PRC Ministry of Commerce will not require that such approvals
to be obtained. If additional governmental approval is deemed to be necessary and we are not able to obtain such
approvals on a timely basis or at all, our business, financial condition, results of operations and prospects, as well as
the trading price of our common stock, will be materially and adversely affected.

The advent of recent healthcare reform directives from the PRC government may increase both competition and our
cost of doing business.

Under the auspices of the Healthy China 2020 program (the “Program”), published by China’s National Development
and Reform Commission in October 2008, the PRC government has set in motion a series of policies in fairly rapid
successions aimed to improve China’s healthcare system. Such policies include (1) discouraging hospitals from both
prescribing and dispensing medication, (2) the unveiling of formal healthcare reform guidelines in April 2009, aimed
to improve the availability of and subsidies for “essential” drugs, and (3) the announcement of China’s National Essential
Drugs List (“NEDL”) in August 2009, listing approximately 300 medicines that are expected to be sold at
government-controlled prices. While an underlying goal of these policies is to make drugs more accessible to China’s
poorer populations, such policy as discouraging hospitals from both prescribing and dispensing medication also serve
to create opportunities that in turn will intensify business competition in the Chinese retail drugstore industry, as well
as competition for skilled labor and retail spaces. Additionally, we expect the NEDL to lead to a rise in the number of
government-subsidized community healthcare service centers, which will erode the convenience and price advantage
that our drugstores traditionally enjoy against hospitals.

 Governmental control of currency conversion may affect the value of your investment.

The Chinese government imposes controls on the convertibility of RMB into foreign currencies and, in certain cases,
the remittance of currency out of China. We receive substantially all of our revenues in RMB. Under our current
structure, our income is primarily derived from payments from the three HJ Group companies. Shortages in the
availability of foreign currency may restrict the ability of our subsidiaries and our PRC affiliated entities to remit
sufficient foreign currency to pay dividends or other payments to us, or otherwise satisfy their foreign currency
denominated obligations. Under existing Chinese foreign exchange regulations, payments of current account items,
including profit distributions, interest payments and expenditures from trade-related transactions, can be made in
foreign currencies without prior approval from China State Administration of Foreign Exchange by complying with
certain procedural requirements. However, approval from appropriate government authorities is required where RMB
is to be converted into foreign currency and remitted out of China to pay capital expenses such as the repayment of
bank loans denominated in foreign currencies. The Chinese government may also at its discretion restrict access in the
future to foreign currencies for current account transactions. If the foreign exchange control system prevents us from
obtaining sufficient foreign currency to satisfy our currency demands, we may not be able to pay dividends in foreign
currencies to our stockholders.

Fluctuation in the value of RMB may have a material adverse effect on your investment.
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The value of RMB against the U.S. dollar and other currencies may fluctuate and is affected by, among other things,
changes in political and economic conditions. Our revenues, costs, and financial assets are mostly denominated in
RMB while our reporting currency is the U.S. dollar. Accordingly, this may result in gains or losses from currency
translation on our financial statements.  We rely entirely on fees paid to us by our affiliated entities in China.
Therefore, any significant fluctuation in the value of RMB may materially and adversely affect our cash flows,
revenues, earnings and financial position, and the value of, and any dividends payable on, our stock in U.S. dollars.
For example, an appreciation of RMB against the U.S. dollar would make any new RMB denominated investments or
expenditures more costly to us, to the extent that we need to convert U.S. dollars into RMB for such purposes. An
appreciation of RMB against the U.S. dollar would also result in foreign currency translation losses for financial
reporting purposes when we translate our U.S. dollar denominated financial assets into RMB, as RMB is our reporting
currency.
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Dividends we receive from our subsidiary located in the PRC may be subject to PRC withholding tax.

The recently enacted PRC Enterprise Income Tax Law, or the EIT Law, and the implementation regulations for the
EIT Law issued by the PRC State Council, became effective as of January 1, 2008. The EIT Law provides that a
maximum income tax rate of 20% is applicable to dividends payable to non-PRC investors that are “non-resident
enterprises,” to the extent such dividends are derived from sources within the PRC, and the State Council has reduced
such rate to 10% through the implementation regulations. We are a Nevada holding company and substantially all of
our income is derived from the operations of the three HJ Group companies located in the PRC, who are contractually
obligated to pay their quarterly profits to our WFOE. Therefore, dividends paid to us by our WFOE in China may be
subject to the 10% income tax if we are considered as a “non-resident enterprise” under the EIT Law. If we are required
under the EIT Law and its implementation regulations to pay income tax for any dividends we receive from our
WFOE, it may have a material and adverse effect on our net income and materially reduce the amount of dividends, if
any, we may pay to our shareholders.

We face risks related to health epidemics and other outbreaks.

Our business could be adversely affected by the effects of an epidemic outbreak, such as the SARS epidemic in April
2004. Any prolonged recurrence of such adverse public health developments in China may have a material adverse
effect on our business operations. For instance, health or other government regulations adopted in response may
require temporary closure of our stores or offices. Such closures would severely disrupt our business operations and
adversely affect our results of operations. We have not adopted any written preventive measures or contingency plans
to combat any future outbreak of SARS or any other epidemic.

If relations between the United States and China worsen, investors may be unwilling to hold or buy our stock and our
stock price may decrease.

At various times during recent years, the United States and China have had significant disagreements over political
and economic issues. Controversies may arise in the future between these two countries. Any political or trade
controversies between the United States and China, whether or not directly related to our business, could reduce the
price of our common stock.

Risks Related to an Investment in Our Securities

To date, we have not paid any cash dividends and no cash dividends will be paid in the foreseeable future.

We do not anticipate paying cash dividends on our common stock in the foreseeable future and we may not have
sufficient funds legally available to pay dividends. Even if the funds are legally available for distribution, we may
nevertheless decide not to pay any dividends. We intend to retain all earnings for our operations.

The NASDAQ Capital Market may delist our common stock from trading on its exchange, which could limit
investors’ ability to effect transactions in our common stock and subject us to additional trading restrictions.

Our common stock is listed on the NASDAQ Capital Market. We cannot assure you that our common stock will
continue to be listed on the NASDAQ Capital Market in the future.  If the NASDAQ Capital Market delists our
common stock from trading on its exchange, we could face significant material adverse consequences including:

● a limited availability of market quotations for our common stock;
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● a limited amount of news and analyst coverage for our company; and

● a decreased ability to issue additional securities or obtain additional financing in the future.

Although publicly traded, the trading market in our common stock may be substantially less liquid than the average
stock quoted on the NASDAQ Capital Market, and such low trading volume may adversely affect the price of our
common stock.

Although our common stock has been listed on the NASDAQ Capital Market since April 22, 2010, the historical
trading volume of our common stock has generally been very low. Reported average daily trading volume in our
common stock from October 1, 2009 through June 25, 2010 was approximately 11,762 shares. Limited trading
volume will subject our shares of common stock to greater price volatility and may make it difficult for you to sell
your shares of common stock at a price that is attractive to you.

Our officers and directors own a substantial portion of our outstanding common stock, which will enable them to
influence many significant corporate actions and in certain circumstances may prevent a change in control that would
otherwise be beneficial to our shareholders.
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Our directors and executive officers collectively control approximately 47.3% of our outstanding shares of stock that
are entitled to vote on all corporate actions. These stockholders, acting together, could have a substantial impact on
matters requiring the vote of the shareholders, including the election of our directors and most of our corporate
actions. This control could delay, defer or prevent others from initiating a potential merger, takeover or other change
in our control, even if these actions would benefit our shareholders and us. This control could adversely affect the
voting and other rights of our other shareholders and could depress the market price of our common stock.

The elimination of monetary liability against our directors, officers and employees under Nevada law and the
existence of indemnification rights to our directors, officers and employees may result in substantial expenditures by
us and may discourage lawsuits against our directors, officers and employees.

Our bylaws contain specific provisions that eliminate the liability of our directors for monetary damages to our
company and shareholders, and we are prepared to give such indemnification to our directors and officers to the extent
provided by Nevada law. We may also have contractual indemnification obligations under our employment
agreements with our officers. The foregoing indemnification obligations could result in our company incurring
substantial expenditures to cover the cost of settlement or damage awards against directors and officers, which we
may be unable to recoup. These provisions and resultant costs may also discourage our company from bringing a
lawsuit against directors and officers for breaches of their fiduciary duties, and may similarly discourage the filing of
derivative litigation by our shareholders against our directors and officers even though such actions, if successful,
might otherwise benefit our company and shareholders.

Legislative actions, higher insurance costs and potential new accounting pronouncements may impact our future
financial position and results of operations.

There have been regulatory changes, including the Sarbanes-Oxley Act of 2002, and there may potentially be new
accounting pronouncements or additional regulatory rulings that will have an impact on our future financial position
and results of operations. The Sarbanes-Oxley Act of 2002 and other rule changes as well as proposed legislative
initiatives following the Enron bankruptcy are likely to increase general and administrative costs and expenses. In
addition, insurers are likely to increase premiums as a result of high claims rates over the past several years, which we
expect will increase our premiums for insurance policies. Further, there could be changes in certain accounting rules.
These and other potential changes could materially increase the expenses we report under generally accepted
accounting principles, and adversely affect our operating results

The market price for our stock may be volatile.

The market price for our stock may be volatile and subject to wide fluctuations in response to factors including the
following:

● actual or anticipated fluctuations in our quarterly operating results;

● changes in financial estimates by securities research analysts;

● conditions in the retail pharmacy markets;

● changes in the economic performance or market valuations of other retail pharmacy operators;

● announcements by us or our competitors of new products, acquisitions, strategic partnerships, joint ventures
or capital commitments;
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● addition or departure of key personnel;

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

● intellectual property litigation; and

● general economic or political conditions in China.

In addition, the securities market has from time to time experienced significant price and volume fluctuations that are
not related to the operating performance of particular companies. These market fluctuations may also materially and
adversely affect the market price of our stock.

Volatility in our common share price may subject us to securities litigation

The market for our common stock is characterized by significant price volatility when compared to seasoned issuers,
and we expect that our share price will continue to be more volatile than a seasoned issuer for the indefinite future. As
an illustration of such volatility, the closing price of our common stock during the 52 weeks preceding the date of this
prospectus ranged from a low of $1.80  to a high of $9.50.  In the past, plaintiffs have often initiated securities class
action litigation against a company following periods of volatility in the market price of its securities. We may, in the
future, be the target of similar litigation. Securities litigation could result in substantial costs and liabilities and could
divert management's attention and resources.
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If we fail to maintain an effective system of internal controls, we may not be able to accurately report our financial
results or prevent fraud.

Since HJ Group operated as a private enterprise without public reporting obligations prior to the Share Exchange, we
have committed limited personnel and resources to the development of the external reporting and compliance
obligations that would be required of a public company. Recently, we have taken measures to address and improve
our financial reporting and compliance capabilities and we are in the process of instituting changes to satisfy our
obligations in connection with joining a public company, when and as such requirements become applicable to us.
Prior to taking these measures, we did not believe we had the resources and capabilities to do so. We plan to obtain
additional financial and accounting resources to support and enhance our ability to meet the requirements of being a
public company. We will need to continue to improve our financial reporting systems and procedures, and
documentation thereof. If our financial reporting systems or procedures fail, we may not be able to provide accurate
financial statements on a timely basis or comply with the Sarbanes-Oxley Act of 2002 as it applies to us. Any failure
of our ability to provide accurate financial statements could cause the trading price of our common stock to decrease
substantially.

We will incur increased costs as a result of being a public company.

As a public company, we will incur significant legal, accounting and other expenses that we did not incur as a private
company prior to the Share Exchange. We will incur costs associated with our public company reporting
requirements. We also anticipate that we will incur costs associated with recently adopted corporate governance
requirements, including certain requirements under the Sarbanes-Oxley Act of 2002, as well as new rules
implemented by the SEC and the Financial Industry Regulatory Authority (“FINRA”). We expect these rules and
regulations, in particular Section 404 of the Sarbanes-Oxley Act of 2002, to significantly increase our legal and
financial compliance costs and to make some activities more time-consuming and costly. Like many smaller public
companies, we face a significant impact from required compliance with Section 404 of the Sarbanes-Oxley Act of
2002. Section 404 requires management of public companies to evaluate the effectiveness of internal control over
financial reporting and the independent auditors to attest to the effectiveness of such internal controls and the
evaluation performed by management. The SEC has adopted rules implementing Section 404 for public companies as
well as disclosure requirements. The Public Company Accounting Oversight Board, or PCAOB, has adopted
documentation and attestation standards that the independent auditors must follow in conducting its attestation under
Section 404. We are currently preparing for compliance with Section 404; however, there can be no assurance that we
will be able to effectively meet all of the requirements of Section 404 as currently known to us in the currently
mandated timeframe. Any failure to implement effectively new or improved internal controls, or to resolve difficulties
encountered in their implementation, could harm our operating results, cause us to fail to meet reporting obligations or
result in management being required to give a qualified assessment of our internal controls over financial reporting or
our independent auditors providing an adverse opinion regarding management’s assessment. Any such result could
cause investors to lose confidence in our reported financial information, which could have a material adverse effect on
our stock price.

We also expect these new rules and regulations may make it more difficult and more expensive for us to obtain
director and officer liability insurance and we may be required to accept reduced policy limits and coverage or incur
substantially higher costs to obtain the same or similar coverage. As a result, it may be more difficult for us to attract
and retain qualified individuals to serve on our board of directors or as executive officers. We are currently evaluating
and monitoring developments with respect to these new rules, and we cannot predict or estimate the amount of
additional costs we may incur or the timing of such costs.

Shares eligible for future sale may adversely affect the market.
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From time to time, certain of our stockholders may be eligible to sell all or some of their shares of common stock by
means of ordinary brokerage transactions in the open market pursuant to Rule 144, promulgated under the Securities
Act, subject to certain limitations. In general, pursuant to amended Rule 144, non-affiliate stockholders may sell freely
after six months subject only to the current public information requirement (which disappears after one year).
Affiliates may sell after six months subject to the Rule 144 volume, manner of sale (for equity securities), current
public information and notice requirements. Any substantial sale of our common stock pursuant to Rule 144 or
pursuant to any resale prospectus may have a material adverse effect on the market price of our common stock.
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CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. All forward-looking statements are inherently uncertain as they
are based on current expectations and assumptions concerning future events or future performance of the Company.
Readers are cautioned not to place undue reliance on these forward-looking statements, which are only predictions and
speak only as of the date hereof. Forward-looking statements usually contain the words “estimate,” “anticipate,” “believe,”
“expect,” or similar expressions, and are subject to numerous known and unknown risks and uncertainties. In evaluating
such statements, prospective investors should carefully review various risks and uncertainties identified in this
prospectus, including the matters set forth under the captions “Risk Factors” and in the Company’s other SEC filings.
These risks and uncertainties could cause the Company’s actual results to differ materially from those indicated in the
forward-looking statements. The Company undertakes no obligation to update or publicly announce revisions to any
forward-looking statements to reflect future events or developments.

Although forward-looking statements in this prospectus reflect the good faith judgment of our management, such
statements can only be based on facts and factors currently known by us. Consequently, forward-looking statements
are inherently subject to risks and uncertainties, and actual results and outcomes may differ materially from the results
and outcomes discussed in or anticipated by the forward-looking statements. Factors that could cause or contribute to
such differences in results and outcomes include, without limitation, those specifically addressed under the heading
“Risks Relating to Our Business” above, as well as those discussed elsewhere in this prospectus. Readers are urged not
to place undue reliance on these forward-looking statements, which speak only as of the date of prospectus. We file
reports with the Securities and Exchange Commission (“SEC”). You can read and copy any materials we file with the
SEC at the SEC’s Public Reference Room, 100 F. Street, NE, Washington, D.C. 20549 on official business days during
the hours of 10 a.m. to 3 p.m. You can obtain additional information about the operation of the Public Reference
Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains an Internet site (www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC, including the Company.

We undertake no obligation to revise or update any forward-looking statements in order to reflect any event or
circumstance that may arise after the date of this prospectus. Readers are urged to carefully review and consider the
various disclosures made throughout the entirety of this prospectus, which attempt to advise interested parties of the
risks and factors that may affect our business, financial condition, results of operations and prospects.

DETERMINATION OF OFFERING PRICE

The selling stockholders may sell the common shares issued to them from time to time at prices and at terms then
prevailing or at prices related to the then current market price, or in negotiated transactions.

USE OF PROCEEDS

This prospectus relates to shares of our common stock that may be offered and sold from time to time by the selling
stockholders.  We will receive no proceeds from the sale of shares of common stock in this offering.

SELLING STOCKHOLDERS

The selling stockholders named in this prospectus are offering 20,897 shares offered through this prospectus pursuant
to restricted stock awards granted to the selling stockholders pursuant to 2010 Equity Incentive Plan (the “Plan”).

If, subsequent to the date of this reoffer prospectus, we grant any further awards to any eligible participants who are
affiliates of our company (as defined in Rule 405 under the Securities Act), Instruction C of Form S-8 requires that we
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supplement this reoffer prospectus with the names of such affiliates and the amounts of securities to be reoffered by
them as selling stockholders. 

The following table provides, as of January 19, 2011, information regarding the beneficial ownership of our common
shares held by each of the selling stockholders, including:

1. the number of common shares owned by each selling stockholder prior to this offering;
2. the total number of common shares that are to be offered by each selling stockholder;
3. the total number of common shares that will be owned by each selling stockholder upon completion of

the offering; and
4. the percentage owned by each selling stockholder.

Information with respect to beneficial ownership is based upon information obtained from the selling stockholders.
Information with respect to “Shares Beneficially Owned Prior to the Offering” includes the shares issued pursuant to the
Plan. Information with respect to “Shares Beneficially Owned After the Offering” assumes the sale of all of the common
shares offered by this prospectus and no other purchases or sales of our common shares by the selling stockholders.
Except as described below and to our knowledge, the named selling stockholder beneficially owns and has sole voting
and investment power over all common shares or rights to these common shares.
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Because the selling stockholders may offer all or part of the common shares currently owned, which they own
pursuant to the offering contemplated by this reoffer prospectus, and because its offering is not being underwritten on
a firm commitment basis, no estimate can be given as to the amount of shares that will be held upon termination of
this offering. The common shares currently owned offered by this reoffer prospectus may be offered from time to time
by the selling stockholders named below.

SHARES BENEFICIALLY
OWNED PRIOR TO THIS

OFFERING(1)

NUMBER OF
SHARES
BEING

OFFERED

SHARES BENEFICIALLY
OWNED AFTER  THE

OFFERING(1)
NAME NUMBER PERCENT(2) NUMBER PERCENT(2)

Bennet P. Tchaikovsky (3) 114,000 * 14,000 100,000 *
Marc Thomas Serrio (4) 6,897 * 6,897 0 0
TOTAL SHARES
OFFERED 20,897

* less than one percent

(1) The number and percentage of shares beneficially owned is determined in accordance with Rule 13d-3 of
the Securities Exchange Act of 1934, as amended, and the information is not necessarily indicative of
beneficial ownership for any other purpose. Under such rule, beneficial ownership includes any shares as to
which the selling stockholder has sole or shared voting power or investment power and also any shares that
the selling stockholder has the right to acquire within 60 days.  “Shares Beneficially Owned After the
Offering” assumes the sale of all of the common shares offered by this prospectus and no other purchases or
sales of our common shares by the selling stockholders.

(2) Based on 13,500,002 shares of common stock outstanding as of January 19, 2011, together with securities
exercisable or convertible into shares of common stock within 60 days of January 19, 2011 for each
stockholder. Beneficial ownership is determined in accordance with the rules of the Securities and
Exchange Commission and generally includes voting or investment power with respect to securities. Shares
of common stock that are currently exercisable or exercisable within 60 days of January 19, 2011 are
deemed to be beneficially owned by the person holding such securities for the purpose of computing the
percentage of ownership of such person, but are not treated as outstanding for the purpose of computing the
percentage ownership of any other person.

For purposes of this reoffer prospectus, the number and percentage of shares beneficially owned by each
selling stockholder assumes that the restricted stock awards granted to the selling stockholder pursuant to
the Plan has fully vested and therefore may be sold pursuant to this reoffer prospectus.

(3) The shares reflected as beneficially owned by Bennet P. Tchaikovsky represents (i) 100,000 shares of
common stock held by Mr. Tchaikovsky, and (ii) 14,000 shares of common stock to be issued to Mr.
Tchaikovsky pursuant to a certain Loanout Agreement between the Company and Worldwide Officers, Inc.
(“WOI”) dated May 14, 2010, and assumes full vesting under the Loanout Agreement.

Pursuant to the terms of the Loanout Agreement, we agreed to issue to WOI or its designee 10,000 shares
of our common stock in the form of a restricted stock grant from the Plan, to vest as follows: 1,753 shares
on June 30, 2010, 2,521 shares on September 30, 2010, 2,521 shares on December 31, 2010, 2,466 shares
on March 31, 2011, and 739 shares on April 27, 2011. We also agreed to issue to WOI or its designee 4,000
shares of our common stock as bonus in the form of a restricted stock grant from the Plan.
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(4) The shares reflected as beneficially owned by Marc Thomas Serrio represents 6,897 of common stock to be
issued to Mr. Serrio pursuant to a letter agreement between the Company and Mr. Serrio dated March 15,
2010.  Pursuant to the agreement, we agreed to compensate Mr. Serrio $40,000 annually in the form of
shares of our restricted common stock, based on the per share closing price of our common stock on March
15, 2010, and payable in four quarterly installments beginning with the quarter ended March 30, 2010.

PLAN OF DISTRIBUTION

Timing of Sales

Under the Plan, we are authorized to issue up to 2,025,000 shares of our common stock.
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Subject to the foregoing, the selling stockholders may offer and sell the shares covered by this prospectus at various
times. The selling stockholders will act independently of our company in making decisions with respect to the timing,
manner and size of each sale.

No Known Agreements to Resell the Shares

To our knowledge, no selling stockholder has any agreement or understanding, directly or indirectly, with any person
to resell the common shares covered by this prospectus.

Offering Price

The sales price offered by the selling stockholders to the public may be:  

1. the market price prevailing at the time of sale;
2. a price related to such prevailing market price; or
3. such other price as the selling stockholders determine from time to time.

Manner of Sale

The common shares may be sold by means of one or more of the following methods:  

1. a block trade in which the broker-dealer so engaged will attempt to sell the common shares as agent,
but may position and resell a portion of the block as principal to facilitate the transaction;

2. Purchases by a broker-dealer as principal and resale by that broker-dealer for its account pursuant to
this prospectus;

3. ordinary brokerage transactions in which the broker solicits purchasers;
4. through options, swaps or derivatives;
5. in transactions to cover short sales;
6. privately negotiated transactions; or
7. in a combination of any of the above methods.

The selling stockholders may sell their common shares directly to purchasers or may use brokers, dealers,
underwriters or agents to sell their common shares. Brokers or dealers engaged by the selling stockholders may
arrange for other brokers or dealers to participate. Brokers or dealers may receive commissions, discounts or
concessions from the selling stockholders, or, if any such broker-dealer acts as agent for the purchaser of common
shares, from the purchaser in amounts to be negotiated immediately prior to the sale. The compensation received by
brokers or dealers may, but is not expected to, exceed that which is customary for the types of transactions involved.

Broker-dealers may agree with a selling stockholder to sell a specified number of common shares at a stipulated price
per common share, and, to the extent the broker-dealer is unable to do so acting as agent for a selling stockholder, to
purchase as principal any unsold common shares at the price required to fulfill the broker-dealer commitment to the
selling stockholder.

Broker-dealers who acquire common shares as principal may thereafter resell the common shares from time to time in
transactions, which may involve block transactions and sales to and through other broker-dealers, including
transactions of the nature described above, in the over-the-counter market or otherwise at prices and on terms then
prevailing at the time of sale, at prices then related to the then-current market price or in negotiated transactions. In
connection with resales of the common shares, broker-dealers may pay to or receive from the purchasers of shares
commissions as described above.        
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If the selling stockholders enter into arrangements with brokers or dealers, as described above, we are obligated to file
a post-effective amendment to this registration statement disclosing such arrangements, including the names of any
broker-dealers acting as underwriters.

The selling stockholders and any broker-dealers or agents that participate with the selling stockholders in the sale of
the common shares may be deemed to be “underwriters” within the meaning of the Securities Act. In that event, any
commissions received by broker-dealers or agents and any profit on the resale of the common shares purchased by
them may be deemed to be underwriting commissions or discounts under the Securities Act.

Sales Pursuant to Rule 144

Any common shares covered by this prospectus which qualify for sale pursuant to Rule 144 under the Securities Act
may be sold under Rule 144 rather than pursuant to this prospectus.  
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Accordingly, during such times as a selling stockholder may be deemed to be engaged in a distribution of the common
stock, and therefore be considered to be an underwriter, the selling stockholder must comply with applicable law and,
among other things:  

1. may not engage in any stabilization activities in connection with our common stock;
2. may not cover short sales by purchasing shares while the distribution is taking place; and
3. may not bid for or purchase any of our securities or attempt to induce any person to purchase any of

our securities other than as permitted under the Exchange Act.

In addition, we will make copies of this prospectus available to the selling stockholders for the purpose of satisfying
the prospectus delivery requirements of the Securities Act.

State Securities Laws

Under the securities laws of some states, the common shares may be sold in such states only through registered or
licensed brokers or dealers. In addition, in some states the common shares may not be sold unless the shares have been
registered or qualified for sale in the state or an exemption from registration or qualification is available and is
complied with.

Expenses of Registration

We are bearing all costs relating to the registration of the common stock. These expenses are estimated to include, but
not limited to, legal, accounting, printing and mailing fees. The selling stockholders, however, will pay any
commissions or other fees payable to brokers or dealers in connection with any sale of the common stock.

LEGAL MATTERS

Our legal counsel, LKP Global Law, LLP, located at 1091 Avenue of the Stars, Suite 480, Los Angeles, California
90067, is passing on the validity of the issuance of the common stock offered under this prospectus.

EXPERTS

Our consolidated financial statements, incorporated in this prospectus by reference from our Annual Report on Form
10-K for the year ended March 31, 2010, have been audited by our independent registered public accountants, Frazer
Frost, LLP, as stated in its report appearing herein, and are so incorporated herein in reliance upon the report of such
firm given upon their authority as experts in accounting and auditing.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference certain of our publicly filed documents into this prospectus, which
means that we can disclose important business and financial information to you that is not included in or delivered
with this prospectus by referring you to publicly filed documents that contain the omitted information. The
information incorporated by reference is considered to be part of this prospectus, and any later information that we file
with the SEC will automatically update and supersede this information. You will be deemed to have notice of all
information incorporated by reference into this prospectus as if that information were included in this prospectus.

The following documents that we have filed with the SEC are incorporated herein by reference:

(a)  our Annual Report on Form 10-K for the fiscal year ended March 31, 2010, filed with the SEC on June 29, 2010;
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(b)  our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2010, filed with the SEC on August
16, 2010;

(c)  our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2010, filed with the SEC on
November 15, 2010;

(d)  our Current Reports on Form 8-K, filed with the SEC on June 30, 2010, July 13, 2010, July 13, 2010, August 9,
2010, August 16, 2010, August 20, 2010, September 10, 2010, September 13, 2010, November 3, 2010,
November 12, 2010 and November 15, 2010; and

(e)  the description of our common stock, par value $0.001 per share, contained in our Registration Statement on Form
8-A12B, filed with the SEC on April 21, 2010.
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Except as otherwise indicated, all documents we file with the SEC pursuant to Sections 13(a), 13(c), 14 and 15(d) of
the Exchange Act subsequent to the date of this prospectus and prior to the filing of a post-effective amendment that
indicates that all securities offered have been sold or that deregisters all securities then remaining unsold will be
deemed to be incorporated by reference into this prospectus and to be part hereof from the date of filing of such
documents. Any statement contained in any document incorporated or deemed to be incorporated by reference herein
will be deemed to be modified or superseded for purposes of this prospectus to the extent that a statement contained
herein or in any other subsequently filed document which also is or is deemed to be incorporated by reference herein
modifies or supersedes such statement. Any such statement so modified or superseded will not be deemed, except as
modified or superseded, to constitute a part of this prospectus. This prospectus is part of a Registration Statement on
Form S-8 that we filed with the SEC and does not contain all of the information set forth in that Registration
Statement.

Upon written or oral request, a copy of any of the documents incorporated by reference in this prospectus, other than
exhibits to those documents unless specifically incorporated by reference, other documents required to be delivered to
eligible employees pursuant to Rule 428(b) or additional information about this offering are available without charge
by contacting:

China Jo-Jo Drugstores, Inc.
Attention: Bennet P. Tchaikovsky, Chief Financial Officer
Room 507-513, 5th Floor A Building, Meidu Plaza
Gongshu District, Hangzhou, Zhejiang Province
People’s Republic of China
Email: bennet@jojodrugstores.com
Telephone: (310) 622-4515

DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION
FOR SECURITIES ACT LIABILITIES

Pursuant to Article 9 of our articles of incorporation, as amended, and the Nevada Revised Statutes, our by-laws, as
amended, contain the following indemnification provisions for our directors and officers:

“.01       Indemnification. The Corporation shall indemnify any person who was or is a party or is threatened to be made
a party to any proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the
right of the Corporation) by reason of the fact that such person is or was a Director, Trustee, Officer, employee or
agent of the Corporation, or is or was serving at the request of the Corporation as a Director, Trustee, Officer,
employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses
(including attorneys' fees), judgment, fines and amounts paid in settlement actually and reasonably incurred by such
person in connection with such action, suit or proceeding if such person acted in good faith and in a manner such
person reasonably believed to be in or not opposed to the best interests of the Corporation, and with respect to any
criminal action or proceeding, had no reasonable cause to believe such person's conduct was unlawful. The
termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo
contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in good faith and in a
manner which such person reasonably believed to be in or not opposed to the best interests of the Corporation, and
with respect to any criminal action proceeding, had reasonable cause to believe that such person's conduct was
unlawful.

.02       Derivative Action. The Corporation shall indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action or suit by or in the right of the Corporation to procure a
judgment in the Corporation's favor by reason of the fact that such person is or was a Director, Trustee, Officer,
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employee or agent of the Corporation, or is or was serving at the request of the Corporation as a Director, Trustee,
Officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against
expenses (including attorney's fees) and amount paid in settlement actually and reasonably incurred by such person in
connection with the defense or settlement of such action or suit if such person acted in good faith and in a manner
such person reasonably believed to be in or not opposed to the best interests of the Corporation, and, with respect to
amounts paid in settlement, the settlement of the suit or action was in the best interests of the Corporation; provided,
however, that no indemnification shall be made in respect of any claim, issue or matter as to which such person shall
have been adjudged to be liable for gross negligence or willful misconduct in the performance of such person's duty to
the Corporation unless and only to the extent that, the court in which such action or suit was brought shall determine
upon application that, despite circumstances of the case, such person is fairly and reasonably entitled to indemnity for
such expenses as such court shall deem proper. The termination of any action or suit by judgment or settlement shall
not, of itself, create a presumption that the person did not act in good faith and in a manner which such person
reasonably believed to be in or not opposed to the best interests of the Corporation.

.03       Successful Defense. To the extent that a Director, Trustee, Officer, employee or Agent of the Corporation has
been successful on the merits or otherwise, in whole or in part in defense of any action, suit or proceeding referred to
in Paragraphs .01 and .02 above, or in defense of any claim, issue or matter therein, such person shall be indemnified
against expenses (including attorneys' fees) actually and reasonably incurred by such person in connection therewith.
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.04       Authorization. Any indemnification under Paragraphs .01 and .02 above (unless ordered by a court) shall be
made by the Corporation only as authorized in the specific case upon a determination that indemnification of the
Director, Trustee, Officer, employee or agent is proper in the circumstances because such person has met the
applicable standard of conduct set forth in Paragraphs .01 and .02 above. Such determination shall be made (a) by the
Board of Directors of the Corporation by a majority vote of a quorum consisting of Directors who were not parties to
such action, suit or proceeding, or (b) is such a quorum is not obtainable, by a majority vote of the Directors who were
not parties to such action, suit or proceeding, or (c) by independent legal counsel (selected by one or more of the
Directors, whether or not a quorum and whether or not disinterested) in a written opinion, or (d) by the Shareholders.
Anyone making such a determination under this Paragraph .04 may determine that a person has met the standards
therein set forth as to some claims, issues or matters but not as to others, and may reasonably prorate amounts to be
paid as indemnification.

.05       Advances. Expenses incurred in defending civil or criminal action, suit or proceeding shall be paid by the
Corporation, at any time or from time to time in advance of the final disposition of such action, suit or proceeding as
authorized in the manner provided in Paragraph .04 above upon receipt of an undertaking by or on behalf of the
Director, Trustee, Officer, employee or agent to repay such amount unless it shall ultimately be by the Corporation is
authorized in this Section.

.06       Nonexclusivity. The indemnification provided in this Section shall not be deemed exclusive of any other rights
to which those indemnified may be entitled under any law, bylaw, agreement, vote of shareholders or disinterested
Directors or otherwise, both as to action in such person's official capacity and as to action in another capacity while
holding such office, and shall continue as to a person who has ceased to be a Director, Trustee, Officer, employee or
agent and shall inure to the benefit of the heirs, executors, and administrators of such a person.

.07       Insurance. The Corporation shall have the power to purchase and maintain insurance on behalf of any person
who is or was a Director, Trustee, Officer, employee or agent of the Corporation, or is or was serving at the request of
the Corporation as a Director, Trustee, Officer, employee or agent of another corporation, partnership, joint venture,
trust or other enterprise, against any liability assessed against such person in any such capacity or arising out of such
person's status as such, whether or not the corporation would have the power to indemnify such person against such
liability.

.08       "Corporation" Defined. For purposes of this Section, references to the "Corporation" shall include, in addition
to the Corporation, an constituent corporation (including any constituent of a constituent) absorbed in a consolidation
or merger which, if its separate existence had continued, would have had the power and authority to indemnify its
Directors, Trustees, Officers, employees or agents, so that any person who is or was a Director, Trustee, Officer,
employee or agent of such constituent corporation or of any entity a majority of the voting stock of which is owned by
such constituent corporation or is or was serving at the request of such constituent corporation as a Director, Trustee,
Officer, employee or agent of the corporation, partnership, joint venture, trust or other enterprise, shall stand in the
same position under the provisions of this Section with respect to the resulting or surviving Corporation as such
person would have with respect to such constituent corporation if its separate existence had continued.”

These indemnification provisions may be sufficiently broad to permit indemnification of the registrant's executive
officers and directors for liabilities (including reimbursement of expenses incurred) arising under the Securities Act.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers
and controlling persons pursuant to the foregoing provisions, or otherwise, we have been advised that in the opinion of
the SEC such indemnification is against public policy as expressed in the Securities Act and is, therefore,
unenforceable. No pending material litigation or proceeding involving our directors, executive officers, employees or
other agents as to which indemnification is being sought exists, and we are not aware of any pending or threatened
material litigation that may result in claims for indemnification by any of our directors or executive officers.
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ADDITIONAL INFORMATION AVAILABLE TO YOU

This prospectus is part of a Registration Statement on Form S-8 that we filed with the SEC. Certain information in the
Registration Statement has been omitted from this prospectus in accordance with the rules of the SEC. We file annual,
quarterly and special reports, proxy statements and other information with the SEC. You can inspect and copy the
Registration Statement as well as reports, proxy statements and other information we have filed with the SEC at the
public reference room maintained by the SEC at 100 F Street N.E. Washington, D.C. 20549, You can obtain copies
from the public reference room of the SEC at 100 F Street N.E. Washington, D.C. 20549, upon payment of certain
fees. You can call the SEC at 1-800-732-0330 for further information about the public reference room. We are also
required to file electronic versions of these documents with the SEC, which may be accessed through the SEC's World
Wide Web site at http://www.sec.gov. No dealer, salesperson or other person is authorized to give any information or
to make any representations other than those contained in this prospectus, and, if given or made, such information or
representations must not be relied upon as having been authorized by us. This prospectus does not constitute an offer
to buy any security other than the securities offered by this prospectus, or an offer to sell or a solicitation of an offer to
buy any securities by any person in any jurisdiction where such offer or solicitation is not authorized or is unlawful.
Neither delivery of this prospectus nor any sale hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of our company since the date hereof.
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PART II

INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

Item 3.            Incorporation of Documents by Reference.

The following documents filed by the registrant with the Securities and Exchange Commission are incorporated by
reference into this registration statement:

(a)  our Annual Report on Form 10-K for the fiscal year ended March 31, 2010, filed with the SEC on June 29, 2010;

(b)  our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2010, filed with the SEC on August
16, 2010;

(c)  our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2010, filed with the SEC on
November 15, 2010;

(d)  our Current Reports on Form 8-K, filed with the SEC on June 30, 2010, July 13, 2010, July 13, 2010, August 9,
2010, August 16, 2010, August 20, 2010, September 10, 2010, September 13, 2010, November 3, 2010,
November 12, 2010 and November 15, 2010; and

(e)  the description of our common stock, par value $0.001 per share, contained in our Registration Statement on Form
8-A12B, filed with the SEC on April 21, 2010.

All reports and other documents subsequently filed by the registrant pursuant to sections 13(a), 13(c), 14 and 15(d) of
the Exchange Act prior to the filing of a post-effective amendment which indicates that all securities offered have
been sold or which deregisters all securities then remaining unsold, shall be deemed to be incorporated by reference
herein and to be a part of this registration statement from the date of the filing of such reports and documents.

Item 4.            Description of Securities.

The class of securities to be offered is registered under Section 12 of the Exchange Act and accordingly, no
information under Item 202 of Regulation S-K is required.

Item 5.            Interests of Named Experts and Counsel.

LKP Global Law, LLP (“LKP”) has given an opinion on the validity of the securities being registered hereunder.  LKP
is eligible to receive shares of the registrant’s common stock pursuant to this Form S-8 registration statement. In
addition, certain principals or employees of LKP own 430,000 shares of the registrant’s common stock.

Item 6.            Indemnification of Directors and Officers.

Pursuant to Article 9 of our articles of incorporation, as amended, and the NRS, our by-laws, as amended, contain the
following indemnification provisions for our directors and officers:

“.01       Indemnification. The Corporation shall indemnify any person who was or is a party or is threatened to be made
a party to any proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the
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right of the Corporation) by reason of the fact that such person is or was a Director, Trustee, Officer, employee or
agent of the Corporation, or is or was serving at the request of the Corporation as a Director, Trustee, Officer,
employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses
(including attorneys' fees), judgment, fines and amounts paid in settlement actually and reasonably incurred by such
person in connection with such action, suit or proceeding if such person acted in good faith and in a manner such
person reasonably believed to be in or not opposed to the best interests of the Corporation, and with respect to any
criminal action or proceeding, had no reasonable cause to believe such person's conduct was unlawful. The
termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo
contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in good faith and in a
manner which such person reasonably believed to be in or not opposed to the best interests of the Corporation, and
with respect to any criminal action proceeding, had reasonable cause to believe that such person's conduct was
unlawful.

.02       Derivative Action. The Corporation shall indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action or suit by or in the right of the Corporation to procure a
judgment in the Corporation's favor by reason of the fact that such person is or was a Director, Trustee, Officer,
employee or agent of the Corporation, or is or was serving at the request of the Corporation as a Director, Trustee,
Officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against
expenses (including attorney's fees) and amount paid in settlement actually and reasonably incurred by such person in
connection with the defense or settlement of such action or suit if such person acted in good faith and in a manner
such person reasonably believed to be in or not opposed to the best interests of the Corporation, and, with respect to
amounts paid in settlement, the settlement of the suit or action was in the best interests of the Corporation; provided,
however, that no indemnification shall be made in respect of any claim, issue or matter as to which such person shall
have been adjudged to be liable for gross negligence or willful misconduct in the performance of such person's duty to
the Corporation unless and only to the extent that, the court in which such action or suit was brought shall determine
upon application that, despite circumstances of the case, such person is fairly and reasonably entitled to indemnity for
such expenses as such court shall deem proper. The termination of any action or suit by judgment or settlement shall
not, of itself, create a presumption that the person did not act in good faith and in a manner which such person
reasonably believed to be in or not opposed to the best interests of the Corporation.

II-1
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.03       Successful Defense. To the extent that a Director, Trustee, Officer, employee or Agent of the Corporation has
been successful on the merits or otherwise, in whole or in part in defense of any action, suit or proceeding referred to
in Paragraphs .01 and .02 above, or in defense of any claim, issue or matter therein, such person shall be indemnified
against expenses (including attorneys' fees) actually and reasonably incurred by such person in connection therewith.

.04       Authorization. Any indemnification under Paragraphs .01 and .02 above (unless ordered by a court) shall be
made by the Corporation only as authorized in the specific case upon a determination that indemnification of the
Director, Trustee, Officer, employee or agent is proper in the circumstances because such person has met the
applicable standard of conduct set forth in Paragraphs .01 and .02 above. Such determination shall be made (a) by the
Board of Directors of the Corporation by a majority vote of a quorum consisting of Directors who were not parties to
such action, suit or proceeding, or (b) is such a quorum is not obtainable, by a majority vote of the Directors who were
not parties to such action, suit or proceeding, or (c) by independent legal counsel (selected by one or more of the
Directors, whether or not a quorum and whether or not disinterested) in a written opinion, or (d) by the Shareholders.
Anyone making such a determination under this Paragraph .04 may determine that a person has met the standards
therein set forth as to some claims, issues or matters but not as to others, and may reasonably prorate amounts to be
paid as indemnification.

.05       Advances. Expenses incurred in defending civil or criminal action, suit or proceeding shall be paid by the
Corporation, at any time or from time to time in advance of the final disposition of such action, suit or proceeding as
authorized in the manner provided in Paragraph .04 above upon receipt of an undertaking by or on behalf of the
Director, Trustee, Officer, employee or agent to repay such amount unless it shall ultimately be by the Corporation is
authorized in this Section.

.06       Nonexclusivity. The indemnification provided in this Section shall not be deemed exclusive of any other rights
to which those indemnified may be entitled under any law, bylaw, agreement, vote of shareholders or disinterested
Directors or otherwise, both as to action in such person's official capacity and as to action in another capacity while
holding such office, and shall continue as to a person who has ceased to be a Director, Trustee, Officer, employee or
agent and shall inure to the benefit of the heirs, executors, and administrators of such a person.

.07       Insurance. The Corporation shall have the power to purchase and maintain insurance on behalf of any person
who is or was a Director, Trustee, Officer, employee or agent of the Corporation, or is or was serving at the request of
the Corporation as a Director, Trustee, Officer, employee or agent of another corporation, partnership, joint venture,
trust or other enterprise, against any liability assessed against such person in any such capacity or arising out of such
person's status as such, whether or not the corporation would have the power to indemnify such person against such
liability.

.08       "Corporation" Defined. For purposes of this Section, references to the "Corporation" shall include, in addition
to the Corporation, an constituent corporation (including any constituent of a constituent) absorbed in a consolidation
or merger which, if its separate existence had continued, would have had the power and authority to indemnify its
Directors, Trustees, Officers, employees or agents, so that any person who is or was a Director, Trustee, Officer,
employee or agent of such constituent corporation or of any entity a majority of the voting stock of which is owned by
such constituent corporation or is or was serving at the request of such constituent corporation as a Director, Trustee,
Officer, employee or agent of the corporation, partnership, joint venture, trust or other enterprise, shall stand in the
same position under the provisions of this Section with respect to the resulting or surviving Corporation as such
person would have with respect to such constituent corporation if its separate existence had continued.”

These indemnification provisions may be sufficiently broad to permit indemnification of the registrant's executive
officers and directors for liabilities (including reimbursement of expenses incurred) arising under the Securities Act.
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers
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and controlling persons pursuant to the foregoing provisions, or otherwise, we have been advised that in the opinion of
the SEC such indemnification is against public policy as expressed in the Securities Act and is, therefore,
unenforceable. No pending material litigation or proceeding involving our directors, executive officers, employees or
other agents as to which indemnification is being sought exists, and we are not aware of any pending or threatened
material litigation that may result in claims for indemnification by any of our directors or executive officers.
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Item 7.            Exemption from Registration Claimed.

All of the shares of common stock that may be offered pursuant to the resale prospectus contained in this registration
statement will be acquired by the selling stockholders, who are officers and directors of the Company, pursuant to the
grant of restricted stock pursuant to the terms of their employment agreements. These grants were made in reliance
upon Section 4(2) of the Securities Act, as it did not involve any public offering.

Item 8.            Exhibits.

Exhibit Number Description
4.1 China Jo-Jo Drugstores, Inc. 2010 Equity Incentive Plan
5.1 Opinion of LKP Global Law, LLP
23.1 Consent of Independent Registered Public Accounting Firm
23.2 Consent of LKP Global Law, LLP (included in Exhibit 5.1)
24.1 Power of Attorney (included on signature page)

Item 9.            Undertakings.

(a)  The undersigned Registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement;

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement;

Provided, however, that paragraphs (a)(1)(i), and (a)(1)(ii) do not apply if this Registration Statement is on Form S-8
and if the information required to be included in a post-effective amendment by those paragraphs is contained in
reports filed with or furnished to the Commission by the Registrant pursuant to section 13 or section 15(d) of the
Securities Exchange Act of 1934 that are incorporated by reference in the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

(4) That, for purposes of determining any liability under the Securities Act of 1933, each filing of the registrant’s
annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each
filing of an employee benefit plan’s annual report pursuant to Section 15(d) of the Securities Exchange Act of
1934) that is incorporated by reference in the registration statement shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
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initial bona fide offering thereof.

(b) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has
been advised that in the opinion of the Securities and Exchange Commission such indemnification is against public
policy as expressed in the Securities Act and is, therefore, unenforceable.

(c) In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities
being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Act and will be governed by the final adjudication of such issue.
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SIGNATURES

 Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-8 and has duly caused this registration statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in Hangzhou, People’s Republic of China, on
January 25, 2011.

CHINA JO-JO DRUGSTORES, INC.
(Registrant)

By: /s/ Lei Liu
Lei Liu
Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Lei Liu and Bennet P. Tchaikovsky, and each or any one of them, as his or her true and lawful
attorney-in-fact and agent, with full power of substitution and resubstitution, for him or her, and in his or her name in
any and all capacities, to sign any and all amendments (including post-effective amendments) to this registration
statement, and to file the same, with all exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power
and authority to do and perform each and every act and thing requisite and necessary to be done in connection
therewith, as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming all
that said attorneys-in-fact and agents, or any of them, or their or his substitutes or substitute, may lawfully do or cause
to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed below by the
following persons on behalf of the registrant and in the capacities indicated, as of January 25, 2011.

Name Title Date

/s/ Lei Liu Chief Executive Officer / Director January 25, 2011
Lei Liu

/s/ Bennet P. Tchaikovsky Chief Financial Officer January 25, 2011
Bennet P. Tchaikovsky

/s/ Li Qi Secretary / Director January 25, 2011
Li Qi

/s/ Chong’an Jin Director January 25, 2011
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Chong’an Jin

/s/ Shike Zhu Director January 25, 2011
Shike Zhu

/s/ Yuehai Ke Director January 25, 2011
Yuehai Ke

/s/ Marc Thomas Serrio Director January 25, 2011
Marc Thomas Serrio

/s/ Shuizhen Wu Director January 25, 2011
Shuizhen Wu

/s/ Xiaomeng Yu Director January 25, 2011
Xiaomeng Yu

/s/ Bowen Zhao Director January 25, 2011
Bowen Zhao
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