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PART I
INTRODUCTORY NOTE
FORWARD-LOOKING STATEMENTS

Information included or incorporated by referencéhis Annual Report may contain forwdabking statements. This information may invc
known and unknown risks, uncertainties and othetofa which may cause our actual results, perfoomar achievements to be materi
different from the future results, performance chiavements expressed or implied by any forwardilugp statements. Forwailddeking
statements, which involve assumptions and desouibduture plans, strategies and expectationsgenerally identifiable by use of the wo
"may," "should,” "expect,” "anticipate,” "estimatépelieve," "intend" or "project" or the negatiwé these words or other variations on tt
words or comparable terminology.

This Form 10-KSB Annual Report contains forwdmdking statements, including statements regardamgong other things, (a) our projec
revenues and profitability, (b) our growth stragegi(c) anticipated trends in our industry, (d) futare financing plans and (e) our anticip:
needs for working capital. These statements mayfobed under "Management's Discussion and AnalysiPlan of Operations” ai
"Description of Business," as well as in other mext of this Annual Report generally. Actual evemtsesults may differ materially from thc
discussed in forwartboking statements as a result of various factoduding, without limitation, the risks outlinedhder "Risk Factors" al
matters described in this Annual Report generafilight of these risks and uncertainties, there ba no assurance that the forwérdking
statements contained in this Annual Report willdot occur.

Item 1. Description of Business
Our Business
General

Hudson Holding Corporation (“Holding"yvas formed in 1987, is a holding company and iptirent of its wholly owned subsidiaries, Huc
Securities, Inc. (“Hudson”) and Hudson Technologles. (“Technologies”), (collectively the “Compd&iy Hudson was formed in 1984, i
registered brokedealer under the Securities Exchange Act of 1934isla member of the National Association of SeamsgiDealers, Inc. (il
"NASD"). Technologies was formed in 2006 for thepgmse of providing software development and teabglservices for Hudson and
third parties. All three entities are incorporatedhe State of Delaware. The Company has officédaw Jersey and Florida.

On June 30, 2004, Hudson’s current management teamsummated the purchase of all of the outstanslieges of the predecessor broker-
dealer's common stock. Subsequently, on July 2D426he predecessor brokaealer formed a wholly owned subsidiary hamed Ho
Capital Markets, Inc. ("HCMI"), which was organizedthe state of Delaware. On July 31, 2004, tleglpcessor broketealer was merged ir
HCMI, with HCMI becoming the survivor ("HCMI Merg8rand the name was changed to Hudson Securities, |

In December 2004, Hudson entered into an Agreeraadt Plan of Merger (the "Agreement") with Healtht€@umes Management, |
("HOM"), a noneoperating public company. On May 3, 2005, undertémmns of the Agreement, Hudson's stockholders axgbd all of the
shares of common stock and warrants for shares@fHtommon stock (the "Exchange"). The HOM shares there issued to Huds
shareholders in the merger represented 94% of HOM&anding interest at the time of this exchahgeonnection with the legal form of ti
transaction, Hudson became a wholly owned subgididrHOM. On September 6, 2005, HOM changed its emam Hudson Holdin
Corporation and effectuated a one for eight revetsek split for all stockholders of record as loé ttlose of business on June 13, 2005
financial reporting purposes, the Exchange reptesenapital transaction of Hudson or a "reversggeré rather than a business combination.

Operations

Hudson is a member of the National Association edugities Dealers and is insured by the Securitiegstor Protection Corporation. Hud:
is a market maker trading more than 9,000 secsarifidted on the NASDAQ stock market, the OTC BullBbard, and the National Quotat
Bureau’s Pink Sheets, listed and foreign securitied specializes in providing liquidity in lesguid, difficult to trade stocks.

As a market maker, Hudson provides its custometfs evider executions. When customers come to Hudeeking to buy or sell securities,
firm works to satisfy the customerskeds, either by finding counterparties willingttade with the customers (obtaining liquidity) ahere
appropriate, by taking the other side of the tratle=reby providing liquidity for its customers purchasing or selling the securities itself.
sense, liquidity is the product that Hudson sellgég customers.






Hudsons customers are firms that require liquidity to gbate stock trades, funds whose investment dedsiai for shifts into or out
certain stocks, retail customers, professionaleradvho want to establish or liquidate their posisi, and other retail brokerage firms wt
individual investor clients wish to buy or sell seities. By trading with Hudson, its customers aloée to obtain liquidity.

Providing trade executions generates two typeswdnue for Hudson, commission revenue and tradingnue.

Commission revenue comes from the fees that HudBarges its customers for executing their ordezaetnlly a fixed price per share trac
Revenue may vary with the number and size of Hudsoastomers and with their level of trading acgiviCommission revenue is free
market risk for Hudson since Hudson acts as antagehdoes not take any proprietary security purssti

Trading revenue is derived from the profit and lassociated with purchases and sales of secugtidsudsons trading account, for securit
in which Hudson makes markets. In doing so, tha fiself is at risk to changes in stock prices.dimg profits are obtained by paying les
buy shares for its own account than the firm rezeifor selling those shares. Because the pricevficgh the firm is willing to purchase sha
(its “bid” price) is always less than the pricendtich it would then sell those shares (its “apkite), trading with a customer presents a mi
maker with an opportunity to capture the differebeéween these prices (the “bid-ask spread”) pexvidlcan find a contrparty with whom t
trade in the same security before the stock prioge®s against the trader. Finding a counter partiake the other side of a trade car
challenging, and failure to find a counter partyteg right price or time can lead to a loss.

Competitive Advantages

Hudson believes that it differentiates itself by thtocks it trades and by the customers it sef#sle many of the firms competitor
emphasize NASDAQ National Market stocks, Hudsoru$es on providing liquidity in difficult-tarade stocks, including shares quoted ol
OTC Bulletin Board and Pink Sheets and secondatiekr Small€ap NASDAQ stocks. At a time when much of the indus shifting towar
serving institutional customers, Hudssrstrategy is to maintain and grow existing refalips with retail firms while seeking to attraew
customers from among other retailers that the 8raompetitors neglect.

Technology

Hudson maintains a multi-tier connectivity netwddkreceive customersirders, to monitor the markets, and to communigéth trading
partners. Hudson’s traders have the ability todrall U.S. equities, using SungasdRASS order management system to process inc
orders and its UMA market access system and theDM&E Level Il system to enter orders. These systémerface with Goldman Sac
Execution & Clearing, L.P. (Hudson’s clearing broke ensure trades are processed. The $irdgrsey City and Boca Raton offices al
constant communication and can serve as back-upnanother in case of system failures.

Hudson has migrated to Sungard’s “dedicated conmiplexwhich Hudson can run its BRASS servers. Thdifiacs capable of executing trac
at peak rates of approximately triple the previausrage capacity. Its complete implementation Has/ed Sungard to be more responsiv
Hudson’s needs, provided the ability to make changéhe system during trading hours, and facddahe addition of a dedicated Fpfetoco
communications server, which simplified the setfipew customer connections. The FIX server becapeeational during the second caler
quarter of 2007 and order flow is now being proedssa this new connectivity.

Technologies is a hardware and software technottigigion of Holdings. Technologies creates and ¢ty software to enhance the trac
environment of Hudson and to meet customers nemdsustomized services. To date, Technologies hestexd applications that advance
base functionality of BRASS, a Sungard Order Managyg System. The profit and loss system develogetkelhnologies is a tool for equit
sales traders of Hudson Securities which on a lyidgatsis calculates what they have earned basdéideincustomer order flow. The system i
creates a management report, as well as seve atistomer reports, to enhance the value of Huttsdts clients. To the extent that th
programs may be useful for other brokerage firneghhiologies may sell or license these programshiers.

Technologies, through its value added vendor atiips, has created several modules using the BR&&PI, (an open OPI which allo
Hudson to write code to the application) which J# able to provide added functionality for thed&nas of Hudson. Technologies also opel
a carrier neutral ctcation data center where customers can rent ethipaying Technologies a monthly fee. Technokaiso generat
revenues by providing co-location customers withote hands support .




Future Products and Services

Hudson is actively seeking to expand into compldamgrbusinesses, both by developing new produeitsepfferings that will be valuable
Hudsons existing customers and by entering into stratpgitnerships with related businesses that cameaser its number of new custom
During the most recently completed fiscal year, sbrdbegan trading listed securities and currendigets approximately 500 listed securi
There can be no assurance that we will meet out. @ieategic partnership candidates include boetiquestment banking and moi
management firms. It may be necessary to acquinemesinesses or hire experienced personnel toteffer expansion plans in these ai
none of which have been identified to date.

The Market
Hudson focuses on attracting orders from retaikbrage firms and buy-side institutions, such asualufunds, hedge funds and trusts.

Market makersmain customers are retail brokers and institutibias require order executions for varieties of ktodrom widely traded issut
like those of S&P 500 and NASDAQ 100 companiesletss liquid securities such as NASDAQ Snt@dlp, Bulletin Board, and Pink Sh
stocks.

While offering liquidity across a broad range ajcits to both institutional and retail brokeragetomeers, Hudson intends to focus its resot
on increasing the firm’s market share as a liquigiovider to retail brokerage firms and on speziag in less liquid issues.

Management believes that retail oradertry firms are being neglected in the increasinmpetition among market makers for institutic
customers, offering the firm an opportunity to i&@se its presence in that segment. Meanwhile cpatly as large competitors decrease
commitment to the market making business in lightecent “lean yearsfucrative retail brokerage customers may be intetems investigatin
alternative relationships, presenting Hudson with ogpportunity to attract such customers. By estdbig a large pool of retail orde
management believes that the firm will ultimatedytietter positioned to attract buy-side institugiidirms in search of liquidity.

By focusing on less liquid stocks, the firm avogtsne of the fiercest competition among market ngked other liquidity providers such
Electronic Crossing/Communication Networks (EEGNAt the same time, Hudson provides a less aMailservice, finding a firm willing to fi
an order for littleknown pink sheet stocks. However, trading lessidigesues exposes firms to greater price volatdityl thus greater ris
There is less investor interest in trading suctusgtes, but the wider spreads have greater ppafiential. Hudson trades many of the r
active NASDAQ National Market stocks, and by foogson smaller issues management hopes to appeetiaibbrokers in need of liquidi
while maximizing the firm’s profit potential.

Industry Analysis

Historically, a handful of market makers have aetted for most of the shares traded on the NASDAQC ®ulletin Board and Pink Shee
Retail brokers and institutions prefer to have treteships with (and communication links to) moranthone marketraker. This engende
competition among market makers, inducing them fferdfast executions, favorable prices, payment dader flow, liquidity, researc
convenience, and trustworthiness.

Industry Participants

Over the last several years there has been a capgblidation in the market making industry, asbgldinancial corporations that entered
business near the height of the market in the 18&80’s subsequently scaled back, as the market (anshgradlumes and profits) retreat
While 200+ “market makersdre currently registered to trade bulletin boaatlss*, we believe that many choose to register asket maker
for technical reasons, and only a handful of thi@ses (including Hudson) actively compete to filkders from retail brokerstustomer:
Historically, two of the largest market makers, ¢imi Equity Markets and UBS Securities, dominaterttegket, accounting for a majority
NASDAQ, OTC Bulletin Board and Pink Sheet volur

*according to http://www.otcbb.com/dynamic/tradirgal/MarketMakersPositions/MMakersdata.htm

Competition

Market making can be viewed by some as a commduisiness, with participants all offering prompt e@xt@ons of customer orders. But in
industry where everyone sells (or buys) identidedres of stock, there are criteria whereby markakers manage to distinguish themse

from their competition. Factors on which market er@kcompete include execution quality (speed aim)pmpayment for orderflow, securit
traded and available liquidity, research, servi@se of use and relationships.






Many of our competitors have greater financialhtécal and personnel resources than Hudson. We eemth over 200 market makers,
specifically with Knight Trading Group and UBS Sedtes, two of the largest market makers. Our &pild continue to compete with otl
market makers will depend on our financial resosirteding ability, and our ability to provide otttomplementary services to our clients.

To help attract new customers, the firm is strivingncrease the list of securities available fading. Since the beginning of 2003, Huc
began making markets in 1,200 additional NASDAQXkso In addition, the firm recently began tradin@05securities which are listed
certain US and foreign exchanges. Management ismitted to expanding the list even more going forygarticularly with the futui
deployment of the firm’s automated trading system.

Future Growth

In addition to growing its market making businabg firm also intends to enter other (related) beiss lines, as discussed below. Manage
believes that entering other related businessdshefiip reduce earnings fluctuations. In additiognagement hopes that the introductio
related business lines will help the firm to attraew customers to its market making business.fifireintends to pursue both organic gro
and acquisitions to meet this goal, although tltarebe no assurance that management will meet ¢joede.

Furthermore, management is considering buildingtailrbrokerage business driven by independens sefgresentatives. The firm would o
brokerage business necessities (office spacengaatid clearing systems, statement generatiorét&il brokers who prefer not to work in
traditional brokerage environment. Brokers wouldaliewed wide latitude in deciding how to best seswvtheir customers (subject to rele\
industry rules). With such a division, in addititmadding a potentially profitable business, Hudbelieves it would effectively create a r
customer for its market making services.

Government Regulation

The securities industry in the United States igesttio extensive regulation under both federal statle laws. Hudson is registered as a broker
dealer with the SEC and certain state securitiegsidns. Much of the regulation of broker-dealewss tbeen delegated to sedfgulate:
organizations, principally the NASD, Nasdaq andiamtl securities exchanges. These seffulatory organizations adopt rules (subje:
approval by the SEC) that govern the industry amtlact regular and periodic examinations of ourapens. Securities firms are also suk

to regulation by state securities administratorghivse states in which they conduct business. Tdrapany is also subject to oversight by
U.S. Department of Labor in connection with our défirplans.

Significant legislation, rulenaking and market structure changes have occukedtie last five years that have had an impadcherCompan:
First, decimalization was introduced in January 206 NYSE and AMEX listed securities, and in Nasdawgrkets in April 200:
Decimalization, combined with the openny minimum price increment, has had a dramatioction in average spreads, which in turn ha:
a profound effect on our profitability. Second,2f02 Nasdaq launched SuperMontage, a Nasdaq rautith@xecution system. SuperMont
transformed Nasdaq from a quote-driven market fidlsorder-driven market as quotes and orders are treatedatime. Under SuperMonta
market makers and ECNs are able to show tradiregdst at five different price levels, allowing isters to see individual and aggreg:
interest across all market participants at the dviati Best Bid or Offer (“NBBO"jand four additional layers above or below the NBB@ird,
the introduction of SuperMontage, which is not ubgdall market participants, and the increase aditrg of Nasdadjsted securities by oth
exchanges has created market fragmentation. Tbisd&linkage between market centers has resutteahniincrease in locked and cros
markets, fragmented liquidity pools and differerarket centers using different sets of regulatofgg@nd regulations. Fourth, the U.S. Pe
Act of 2001, enacted in response to the terrotiacks on September 11, 2001, contains mtirey laundering and financial transparency
and mandates the implementation of various newlagigns applicable to broketfealers and other financial services companiedydinyg
standards for verifying client identification atcacint opening, and obligations to monitor clieginsactions and report suspicious activi
The increased obligations of financial institutidnsidentify their customers, watch for and repuspicious transactions, respond to req
for information by regulatory authorities and lamf@cement agencies, and to share information wfitier financial institutions, requires
implementation and maintenance of internal prastipgocedures and controls which will increase ansts and may subject us to regula
inquiries, claims or penalties. Lastly, the SarlzaDgley Act of 2002 has led to sweeping changes mpamte governance. This far react
legislation has significantly affected public comp@s by enacting provisions covering corporate guowece, board of directors and a
committee structure, management and control streictuew disclosure requirements, oversight of tbeoanting profession and aud
independence. The SEC also responded by, among thtimgs, requiring chief executive officers andiethfinancial officers of publi
companies to certify the accuracy of certain finaheports and certain other SEC filings.




The regulatory environment in which we operateujact to constant change. Our business, finamciatition and operating results may
adversely affected as a result of new or revisgislgtion or regulations imposed by the U.S. Cosgredhe SEC, other U.S. and s
governmental regulatory authorities, or the NASur ®usiness, financial condition and operating ltesaiso may be adversely affectec
changes in the interpretation or enforcement oftend laws and rules by these governmental autbsriCurrently, new regulations are be
discussed related to the over the counter marlkateplwhich, if adopted, could have negative imfilices for the profitability of makin
markets in OTC Bulletin Board and Pink Sheet siiesr

Additional regulation, changes in existing laws anks, or changes in interpretations or enforcemérxisting laws and rules often direc
affect the method of operation and profitabilityrefulated broker-dealers.

The NASD and Net Capital Requirements

Regulatory bodies, including the NASD, are chargéth safeguarding the integrity of the securitiesd avith protecting the interests
investors participating in those markets. Brodlealers are subject to regulations covering aléetspof the securities business, including :
methods, trade practices among broker-dealersandesafekeeping of clientfinds and securities, capital structure, recorcokgeand th
conduct of directors, officers and employees.

The SEC, NASD and various other regulatory agenué® rigid rules, including the maintenance ofcéfpelevels of net capital by securit
brokers and dealers pursuant to the SEC’s Unifoeh @apital Rule 15¢3-with which Hudson must comply. As of March 310Z20Hudso
had total net capital of $8,393,065, which is $3,885 in excess of the Hudson’s minimum net capégquirement of $1,000,000.

Additionally, Hudson is subject to periodic, rowifinance and operations reviews by the NASD staff state securities divisions. It shoul
noted that Hudson has a disciplinary record with BPASD and fines have been levied against Hudsprifdations that occurred during 1
tenure of the prior management. Given the NASPlicy of progressive disciplinary actions, thifor record could adversely impact Hudsc
we are cited for additional violations. On May B0B, the NASD levied a fine of $72,500 against Hudeelated to examinations and revi
conducted during the 2003 and 2004 calendar ye@csdate, no additional fines have been assesseasagfaidson.

Employees

As of June 22, 2007, we employed 95 individualsywbfch 91 are fultime employees. Of the 95 employees, 4 are in m&anagt, 39 are
trading, 29 are in sales, 3 are in compliance e7iratechnology and 13 are in administration. Wkelse that our relations with our employ
are good. None of our employees are representeduojon or any collective bargaining agreement.

Corporate Information

Our principal offices are located at 111 Pavonigiuwe, Suite 1500A, Jersey City, New Jersey 073#0oan telephone number is (201) 216-
0100. Our corporate website is http://www.hudsodimgcorp.com. The information on our website is mmorporated by reference to 1

annual report.

We file reports and other information with the SHBe SEC maintains an internet site that contapsnts, proxy, information statements
other information at http://www.sec.gov

Risk Factors

An investment in our securities is extremely riskdou should carefully consider the following risks, addition to the other informati
presented in this annual report before decidingutehase or to sell our securities. If any of tiéofving risks actually materialize, our busin
and prospects could be seriously harmed, the pridevalue of our securities could decline and yaulatlose all or part of your investment.

Risks Related to Our Business
Stock market volatility and other securities indystsks could adversely affect our business.

Substantially all of our revenues are derived fremaurities market activities. As a result, we areatly affected by economic and politi
conditions, broad trends in business and financk dranges in volume and price levels of securifi@ssactions. In recent years, the |
securities markets have been very volatile, whiab teduced trading volume and net revenues. Theetilng of credit, the terrorist attack:
the United States on September 11, 2001, the ionasi Iraq in 2003 and other events have also teduh substantial market volatility a
accompanying reductions in trading volume and eetmues. In addition, any general economic downtwoald adversely affect tradi



volumes and net revenues. Severe market fluctusmtimnveak economic conditions could reduce ouringadolume and net revenues .
adversely affect our profitability.




We are subject to market exposure and could beraéelyeaffected by a decrease in the price of séegrivhich we hold in our trading
accounts.

We conduct our marketiaking activities predominantly as principal, whilbjects our capital to significant risks. Thesgvéies involve thi
purchase, sale or short sale of securities foloaur account and, accordingly, involve risks of prituctuations and illiquidity, or rapid chani
in the liquidity of markets that may limit or reistrour ability to either resell securities we phsse or to repurchase securities we sell in
transactions. From time to time, we may have lgrgsition concentrations in securities of a singlguer or issuers engaged in a spe
industry, which might result in higher trading lesgshan would occur if our positions and activitieere less concentrated. Further, we trac
margin, which permits us to borrow funds from ol@acing broker in order to take positions for oumoaccount that exceed the available fi
that we have deposited with our clearing brokerictvimight result in higher trading losses than wloodcur if our positions and activities w
restricted to our funds on deposit. The succesaipinarketmaking activities primarily depends upon our apitid attract order flow, the sk
of our personnel, general market conditions, thewh of, and volatility in, our quantitative marketking and program trading portfoli
effective hedging strategies, the price volatitifyispecific securities and the availability of dapiTo attract order flow, we must be competi
on price, size of securities positions traded,itljy, order execution, technology, reputation &fidnt relationships and service. In our role
market maker, we attempt to derive a profit frora thifference between the prices at which we buy seildsecurities. However, competit
forces often require us to match the quotes otharket makers display and to hold varying amountsegiurities in inventory. By having
maintain inventory positions, we are subject toightdegree of risk. There can be no assurancewhbatvill be able to manage such |
successfully or that we will not experience sigrdfit losses from such activities.

There is a risk that our future operating resultaytfluctuate significantly.

We may experience significant variation in our fetuesults of operations. These fluctuations maultédrom, among other things:

. introductions of or enhancements to market-makérgises by us or our competitors;

. the value of our securities positions and our gbib manage the risks attendant thereto;

. the volume of our market-making activities;

. the dollar value of securities traded;

. volatility in the securities markets;

. our market share with institutional clients;

. our ability to manage personnel, overhead and @keenses, including our occupancy expenses unadaffice leases and legal fe
relating to legal and regulatory proceedings;

. the strength of our client relationships; the amoaf) and volatility in, our quantitative marketaking and program tradi
portfolios;

. changes in payments for order flow and clearings;os

. the addition or loss of executive management ates siiading and technology professionals;

. legislative, legal and regulatory changes;

. legal and regulatory matters;

. geopolitical risk;

. the amount and timing of capital expenditures amddlitures;

. the incurrence of costs associated with acquistamd dispositions;

. investor sentiment;

. technological changes and events;

. seasonality; and

. competition and market and economic conditions.

If demand for our services declines due to anyhefdbove factors, and we are unable to timely adjuiscost structure, our operating res
could be materially and adversely affected.

Our traders may take larger risks than permittedchtcould result in large losses.

Although we require our traders to adhere to cenasition limits (generally no more than $500,@9®otal positions for the most experien
traders), sometimes a trader takes a position ltkjlugse limits and subjects our company to gra#éks. We have established procedure
guard against this, including reire position monitoring which should promptly dleranagement to any excessive risks. However, te
be no assurance that management will be able tal ggginst all risks taken by each employee.






We are dependent on our clearing broker, which gmput of business or charge us for a default lbpanter party to a trade.

As a market maker, the majority of our securities$actions are conducted as principal with braleater and institutional counterpar
located in the United States. We clear our seegritransactions through an unaffiliated clearingkber. Under the terms of the agreen
between us and our clearing broker, the clearin§idirhas the right to charge us for losses thafltré®m a counterparty's failure to fulfill
contractual obligations. No assurance can be gikahany such counterparty will not default ondtdigations, which default could hawv:
material adverse effect on our business, finaredabition and operating results. In addition, at ime, a substantial portion of our asset:
held by our clearing broker and, accordingly, we subject to credit risk with respect to such étegabroker. Consequently, we are relian
the ability of our clearing broker to adequatelgatiarge its obligations on a timely basis. We &se dependent on the solvency of ¢
clearing broker. Any failure by the clearing brokeradequately discharge its obligations on a ynelsis, or failure by the clearing broke
remain solvent, or any event adversely affectirgdiearing broker, could have a material adverigeebn our business, financial condition
operating results. If our clearing broker was toogih of business or decide not to continue to aabwr clearing broker, our operating res
would be adversely effected until we could replimsn.

Reduced market volume, price and liquidity can ictmar revenues

Our revenues may decrease in the event of a deolimarket volume, prices or liquidity. Declinesthre volume of securities transactions
in market liquidity generally result in lower revees from marketnaking activities. Lower price levels of securitiegy also result in reduc
revenue capture, and thereby reduced revenuesrfrarketmaking transactions, as well as result in losses fileclines in the market value
securities held in inventory. Sudden sharp declinesarket values of securities can result in ulldjmarkets, declines in the market value
securities held in inventory, the failure of buyarsl sellers of securities to fulfill their obligats and settle their trades, and increases ime
and litigation. Any decline in market volume, prigeliquidity or any other of these factors couli/b a material adverse effect on our busil
financial condition and operating results.

We operate in a highly regulated industry and coamge failures could adversely affect our business.

The securities industry is subject to extensivell@gpn covering all aspects of the securities hess$. The various governmental authorities
industry self-regulatory organizations that supsgvénd regulate us generally have broad enforcepusvers to censure, fine, issue cease-and
desist orders or suspend or expel us or any obffigers or employees who violate applicable lawsagulations. We may also be subject t
enforcement action for failure to supervise if afiyour employees or traders violate applicable lawsegulations. Our ability to comply w

all applicable laws and rules is largely dependenbur establishment and maintenance of compliamcereporting systems, as well as
ability to attract and retain qualified compliarared other personnel. If we do not comply with thies and regulations established, we cou
subject to disciplinary or other regulatory or legetions in the future. In addition, it is possilthat any past nhoncompliance could subject
future civil lawsuits, the outcome of which coulave a material adverse effect on our financial @@and operating results.

We are required to keep accurate books and recdhdse is considerable fluctuation during any yaad from year-torear in the volume
transactions we must process. We record transaction post our books daily. Operations personnatitoro operations to determi
compliance with applicable laws, rules and regatedi Failure to keep current and accurate booksrandrds can render us liable
disciplinary action by governmental and self-re¢ia authorities, as well as to claims by our digen

We have a prior disciplinary record with the NASihich could have an adverse effect on our abittpperate if we become subject to
additional NASD disciplinary action.

During the period from approximately 1990 throughlyJ31, 2004, primarily while our operating subsigi Hudson was owned by ¢
supervised by the prior management of the priorevaand operating under a different name, we wigzd by the NASD for violations of tl
NASD's Rules of Fair Practice and Marketplace Rolest least 20 occasions and were fined amountgng from $250 to $82,500. The tc
amount of such fines was approximately $405,00@& €kistence of such prior violations could haveadnerse effect on us should s
violations recur under the supervision of curreanagement. To date, no additional fines have bssesaed.




We face substantial competition that could redugensarket share and harm our financial performance.

All aspects of our business are highly competitik&® compete directly with national and regional &drvice brokeidealers and, to a les
extent, with discount brokers, investment advisord certain commercial banks. The financial ses/industry has become considerably r
concentrated as numerous securities firms haveraitased operations or have been acquired by @echénto other firms. These mergers
acquisitions have increased competition from tHeses, many of which have significantly greater itapand financial and other resources
we have. With respect to retail brokerage actigjtieertain regional firms with which we compete dh@perated in certain markets longer-
we have and have established |atgnding client relationships. We also compete withers in the financial services industry in réimg
registered representatives and new employees assvedtaining current personnel, and we coulddwesely affected in the event we wer
lose registered representatives who either indaligior in the aggregate accounted for a signifiggercentage of our revenues.

If we lose senior management and key personnaleou@able to attract and retain skilled employeé®mwneeded, we may not be abl
operate our business successfully.

We are particularly dependent on the services ofkMa&venthal, Martin Cunningham and Keith Knox. Tloss of any of these individui
would have a significant negative effect on ouribess. In addition, we believe that our succeskdeipend in large part upon our contin
ability to attract and retain skilled traders arnides employees, which is difficult because the raaflar the services of such individuals is \
competitive. On January 4, 2007, the Company edterte five year employment agreements, effectve@fJanuary 1, 2007, with Mr. Mar
C. Cunningham and Mr. Keith R. Knox, whereby eadH wontinue in their present positions, Chief Extiee Officer and Preside!
respectively.

We need to comply with stringent capital requireteemd therefore if we suffer significant losseswoelld be below our net capital
requirement.

Many of the regulatory agencies, securities excharand other industry sekgulatory organizations that regulate us havagsnt rules wit
respect to the maintenance of specific levels ofcapital by securities brokelealers. Net capital is the net worth of a brokedealer, les
deductions for certain types of assets. Currenty/are required to maintain net capital of at 164s000,000. As of March 31, 2007, we hac
capital of $8,393,065 and excess net capitat {fhaet capital less required net capital) 0393,065. We intend to maintain such funds a
necessary to operate our business and to mairgaiplance with regulatory net capital requiremefsanges to our business may requit
to maintain higher net capital levels than currerifiwe fail to maintain the required net capitak may be subject to suspension or revoc
of our licenses. If such net capital rules are geanor expanded, or if there is an unusually lafuygrge against our net capital, we migtr
required to limit or discontinue those portionsoofr business that require the intensive use oftalap large operating loss or charge ag:
net capital could adversely affect our ability tfgoand or even maintain our present levels of bigsine

We may not be able to grow as planned.

As part of our longerm growth strategy, we intend to recruit indivadluegistered representatives and to evaluatedheisition of other firm
or assets that would complement or expand our bssiim attractive service markets or that woulcalem our customer relationships.
cannot assure you that we will be successful inrearuiting efforts or that we will be able to idién suitable acquisition candidates availe
for sale at reasonable prices or that we will e &ioconsummate any acquisition. Further, futwguésitions may further increase our level
or, if we issue equity securities to pay for thgusitions, our stockholders could suffer dilutiointheir interests.

We also plan to expand into complementary busisedsgth by developing new product/service offeritigst will be valuable to our existi
customers and by entering into strategic partnpsshith related businesses that can bring new mesta The firm recently began trading lis
securities and currently trades approximately &@d securities. In addition, we plan to exploreating a retail brokerage division. There
be no assurance that any of the new products wicesrwill be developed. If we are unable to raaskequate capital, we will not have
available funds to create new products.

Our exposure to possible litigation could adversafgct our business.

From time to time we are engaged in various legal i@egulatory proceedings arising in the normalrsewof business. Many aspects of
securities brokerage business involve substansigs iof liability. In recent years, there has baernincreasing incidence of litigation involv
the securities brokerage industry, including ckastion and other suits that generally seek subatatdmages, including in some cases pur
damages. While it is not possible to determine wéftainty the outcome of these matters, we at@ebpinion that the eventual resolutiol
such proceedings will not have a material adveffeeteon our financial position or operating resuliny such litigation brought in the futi
could have a material adverse effect on our busjrfgsncial condition and operating results.






From time to time, we may also be engaged in variegal proceedings not related to securities. \Weeatly maintain various types
insurance, including employment practices liabilitngurance, the proceeds of which may help to redhe amount we may otherwise
required to pay with respect to certain types afros. However, there can be no assurance that iveevable to obtain such insurance in
future. If it can be obtained, the price for sushurance may be unreasonable. Even if such inseiiario force, the amount of any award |
exceed the maximum coverage provided by such insaran which case we will be required to pay angavered portion.

Our business relies heavily on computers and o#ftestronic systems and capacity constraints anldres of these systems could harm our
business.

Despite efforts to minimize the risk, system fadsicould negatively impact our ability to conduat business. Furthermore, as our busi
expands, we face risks relating to the need torekpad upgrade our transaction processing systehsprk infrastructure and other aspec
our technology. While many of our systems are desigto accommodate additional growth without reglesir replacement, we m
nevertheless need to make significant investmengiditional hardware and software to accommodaie/ty. We cannot assure you that
will be able to predict accurately the timing oteraf such growth, or expand and upgrade our systerd infrastructure on a timely basis.

Risks Associated with our Securities

Our Common Stock is not actively traded, so you beaynable to sell at or near ask prices or atifajlou need to sell your Shares to raise
money or otherwise desire to liquidate your Shares.

Our Common Stock has historically been sporadicaiiged on the OTC Bulletin Board, meaning that inenber of persons interestec
purchasing our Common Stock at or near ask pritesagiven time has been, and may continue tadatively small or norexistent. Thi
situation is attributable to a number of factorgluding the fact that we are a small company wictelatively unknown to stock analy:
stock brokers, institutional investors and otherthie investment community that generate or infteesales volume, and that even if we c
to the attention of such persons, they tend tadkeadverse and would be reluctant to purchase or rewrd the purchase of our shares
such time as we became more seasoned and viabéecéssequence, there may be periods of severalatayore when trading activity in
shares is minimal or noaxistent, as compared to a seasoned issuer which feage and steady volume of trading activityt thidl generally
support continuous sales without an adverse effiecthare price. We cannot assure you that a braadapre active public trading market
our Common Stock will develop or be sustainedhat turrent trading levels will be sustained or diatinish.

The application of the "penny stock" rules to own@non Stock could limit the trading and liquidifytioe Common Stock, adversely affect the
market price of our Common Stock and increase yramsaction costs to sell those shares.

As long as the trading price of our Common Stodiekow $5.00 per share, the opmarket trading of our Common Stock will be subjecthe
"penny stock” rules. The "penny stock" rules impadditional sales practice requirements on bralealers who sell securities to persons «
than established customers and accredited inve@ereerally those with assets in excess of $1,@00¢0 annual income exceeding $200
or $300,000 together with their spouse). Theselatigns require the delivery, prior to any trangattnvolving a penny stock, of a disclos
schedule explaining the penny stock market ancgiseciated risks. Under these regulations, celstakers who recommend such securitie
persons other than established customers or cextairedited investors must make a special writtétalsility determination regarding suc
purchaser and receive such purchaser's writtereagnet to a transaction prior to sale. These reigustave the effect of limiting the trad
activity of the Common Stock, reducing the ligudif an investment in the Common Stock and increatie transaction costs for sales
purchases of our Common Stock as compared to s#uerrities.

The market price for our Common Stock is particlyl&olatile given our status as a relatively unkmogompany with a small and thinly traded
public float, limited operating history and variabprofitability which could lead to wide fluctuati® in our share price. You may be unabl
sell your Common Stock at or above your purchagspwhich may result in substantial losses to you.

The market for our Common Stock is characterizedibpificant price volatility when compared to seasd issuers, and we expect that
share price will continue to be more volatile ttrlaeeasoned issuer for the indefinite future. THatiiby in our share price is attributable t
number of factors. First, as noted above, our Com@&imck is sporadically and thinly traded. As asmuence of this lack of liquidity, t
trading of relatively small quantities of sharesduyr stockholders may disproportionately influetioe price of those shares in either direc
The price for our Shares could, for example, decprecipitously in the event that a large numbeshares of our Common Stock are soli
the market without commensurate demand, as compar@deasoned issuer which could better absose thales without adverse impaatits
share price. Secondly, we are a speculative oky'tisnvestment due to our limited operating histognd uncertainty of future marl
acceptance for our services. As a consequencésofithanced risk, more risk adverse investors mnager the fear of losing all or most of tt
investment in the event of negative news or laclprafgress, be more inclined to sell their shareshenmarket more quickly and at gre.
discounts than would be the case with the stoeks#asoned issuer.






Many of these factors are beyond our control ang dezrease the market price of our Common Stoglartdess of our operating performai
We cannot make any predictions or projections aghat the prevailing market price for our Commoaocgtwill be at any time, including as
whether our Common Stock will sustain its curremirket price, or as to what effect that the salshafres or the availability of Common St
for sale at any time will have on the prevailingrked price.

In addition, the market price of the Common Stookld be subject to wide fluctuations in response to

« quarterly variations in our revenues and operatixgenses;

« fluctuations in interest rates;

« the operating and stock price performance of atberpanies that investors may deem comparable tanas;
« news reports relating to trends in our marketsasregal economic conditions.

The stock market in general and the market prioedifokerageaelated companies in particular, have experienaddtility that often has be:
unrelated to the operating performance of such emnies. These broad market and industry fluctuatinag adversely affect the price of
stock, regardless of our operating performance.

Stockholders should be aware that, according to B&fease No. 329093, the market for penny stocks has sufferecedent years fro
patterns of fraud and abuse. Such patterns indilideontrol of the market for the security by orreadew brokerdealers that are often rela
to the promoter or issuer; (2) manipulation of gsichrough prearranged matching of purchases ded aad false and misleading pi
releases; (3) boiler room practices involving hggessure sales tactics and unrealistic price piojex by inexperienced sales persons
excessive and undisclosed bid-ask differential magkups by selling broketealers; and (5) the wholesale dumping of the ssewearities b
promoters and broketealers after prices have been manipulated to iseddgvel, along with the resulting inevitable lepise of those pric
and with consequent investor losses. The occurrefiteese patterns or practices could increasedtatility of our share price.

We do not intend to pay dividends to our stocklrslde

We do not have any current plans to pay dividendsut stockholders. We currently intend to retaig future earnings for funding growth a
therefore, do not expect to pay any dividends énftiteseeable future.

Four employees control approximately 46% of théngptapital stock of our compan

Our three executive officers and Steven Winkler, MASDAQ trading manager at the Company’s whollyred brokerdealer subsidiary, ea
own approximately 11-2% of our common stock. In the event that theshviduals vote together on any or all issues, ydli mave nc
effective voice in our management. Accordingly,siadour individuals could substantially influente toutcome of any matters submitted
vote of our stockholders and have the ability ttedmine all management policy and financing deaisio

Future sales of our Common Stock could put downwalichg pressure on our shares, and adverselycaffe stock price. There is a risk tt
this downward pressure may make it impossible fetoakholder to sell its shares at any reasonabieepif at all.

Future sales of substantial amounts of our CommimckSin the public market, or the perception thatls sales could occur, could
downward selling pressure on our shares, and aglyeaffect the market price of our Common Stock.

The large number of newly issued shares and shssaable upon exercise of warrants could have areest affect on our stock price.

In a recent private placement, the Company issygds®B25 shares of Common Stock, 4,787,664 invegtorants with an exercise price
$0.85 and 574,520 placement agent warrants witkxarcise price of $0.60. In addition, another 1,380 warrants with an exercise prict
$1.0494 remain outstanding. Subsequent to thetprplacement, 7,908,655 shares of Common Stock3g@%#,329 shares of Common St
issuable upon exercise of warrants with an exermige of $0.85 were registered by the Companye@ithe effectiveness of the Registra
Statement, such investors now have the abilityetbssich shares without any volume restrictionser€fore, the price of our common st
could significantly decline if such investors eléatsell their shares in the market at times wHere are not a corresponding numbe
investors willing to purchase such shares. In &idithe large number of outstanding warrants liki#ly cause an overhang on the market
prevent the market price of the Common Stock frigimg above the warrant exercise price.
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There are limitations in connection with the availay of quotes and order information on the OTG@lIBtin Board

Trades and quotations on the Over the Counter Bulkoard (the "OTCBB") involve a manual processd ahe market information for su
securities cannot be guaranteed. In addition, giundbemation, or even firm quotes, may not be aalié. The manual execution process
delay order processing and intervening price flatituns may result in the failure of a limit orderexecute or the execution of a market ord
a significantly different price. Execution of trajexecution reporting and the delivery of legatier confirmation may be delayed significar
Consequently, one may not be able to sell sharesro€ommon Stock at the optimum trading prices.

There are delays in order communication on the OBCB

Electronic processing of orders is not availablestecurities traded on the OTCBB and high ordean@ and communication risks may pre
or delay the execution of one's OTCBB trading osd@ihis lack of automated order processing maycatfee timeliness of order execut
reporting and the availability of firm quotes fdrases of our Common Stock. Heavy market volume teag to a delay in the processing
OTCBB security orders for shares of our Common IStdae to the manual nature of the market. Consgtyy@ne may not able to sell she
of our Common Stock at the optimum trading prices.

There is limited liquidity on the OTCBB.

When fewer shares of a security are being tradeth@®©TCBB, volatility of prices may increase antt@ movement may outpace the ab
to deliver accurate quote information. Due to lowading volumes in shares of our Common Stockietimeay be a lower likelihood of on
orders for shares of our Common Stock being execiated current prices may differ significantly frahe price one was quoted by the OT(C
at the time of one's order entry.

There is a limitation in connection with the editiand canceling of orders on the OTCBB.

Orders for OTCBB securities may be canceled oreddiike orders for other securities. All requestschange or cancel an order mus
submitted to, received and processed by the OTTRE. to the manual order processing involved in hagdDTCBB trades, order process
and reporting may be delayed, and one may not ketabcancel or edit one's order. Consequently, mag not able to sell shares of
Common Stock at the optimum trading prices.

Increased dealer compensation could adversely tttecstock price

The dealer's spread (the difference between tharidask prices) may be large and may result istanbal losses to the seller of shares o
Common Stock on the OTCBB if the stock must be soithediately. Further, purchasers of shares of @ammon Stock may incur
immediate "paper" loss due to the price spread.eldher, dealers trading on the OTCBB may not hab@l grice for shares of our Comrr
Stock on the OTCBB. Due to the foregoing, demanmakf@res of our Common Stock on the OTCBB may loeedsed or eliminated.

Shares eligible for future sale may adversely affiee market.

From time to time, certain of our stockholders niy eligible to sell all or some of their sharesGfmmon Stock by means of ordin
brokerage transactions in the open market purdoaRtile 144, promulgated under the Securities sulbject to certain limitations. In gene
pursuant to Rule 144, a stockholder (or stockhgldenose shares are aggregated) who has satisfiedygear holding period may, unc
certain circumstances, sell within any threenth period a number of securities which doeseroted the greater of 1% of the then outstar
shares of Common Stock or the average weekly tgadatume of the class during the four calendar weator to such sale. Rule 144 ¢
permits, under certain circumstances, the saleairsties, without any limitation, by our stockhetd that are noaffiliates that have satisfiec
two-year holding period. Any substantial sale, or cuatiué sales, of our Common Stock pursuant to Rdl& dr pursuant to any res
prospectus may have a material adverse effectemtrket price of our securities.

Item 2. Description of Property

Our corporate headquarters are located in 26,874rsgfeet of office space at 111 Pavonia Avenudersey City, New Jersey, wh
incorporates a state-of-tlat trading floor that was abandoned by a competithis lease expires in August 30, 2012 and oitialrmonthly
base rent is $33,594. We believe that our new heatiers space is more than adequate to suppogxiating business, plus any intermec
term business expansion. We also lease space atWa2hington Blvd., Jersey City, New Jersey (11,%8udare feet of office space) &
monthly rent of $34,484. This lease expires in Noler 30, 2007 and we do not expect to continuegusiich space after that date. In addi
we maintain trading and sales offices in Tintonlg;dllew Jersey and Boca Raton, Florida. Our officetude a total of 176 trading statio
140 at headquarters in New Jersey, 16 in Tintols Rald 20 in Florida.
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Item 3. Legal Proceedings

The Company has been named as a defendant in sawatine actions that are incidental to its atiégi as a brokedealer including civ
actions and arbitration. From time to time, the @any is also involved in proceedings and invesiigat by selfregulatory organizatior
Although the ultimate outcome of these matters lwvimg the Company cannot be predicted with cerjgimhanagement believes it |
meritorious defenses to all such actions and irde¢nddefend each of these actions vigorously. Aigiothere can be no assurances that
matters will not have a material adverse effectrenresults of operations or financial conditiortted Company in any future period, depen
in part on the results for such period, in the @pirof the Company’'s management the ultimate résolwf such actions against the Comg
will have no material adverse effect on the Com{smfigancial condition.

Item 4. Submission of Matters to a Vote of SecurityHolders

None.
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PART Il
Item 5. Market for Common Equity and Related Stocklolder Matters and Small Business Issuer Purchase$ Bquity Securities
Market for Common Equity
Our common stock has been listed and quoted o®T@ Bulletin Board under the symbol “HDHL.ORBInce September 5, 2005, and pric
that date, our common stock traded under the syfit@MI”. All prices reflected herein have been aslied to reflect the 1-fd8-reverse spl
of our common stock that was effected on Septertp2005.

We have 296 holders of record of our common stecéfalune 22, 2007.

The following table sets forth the high and lowesaprices for our common stock for the periodsdatdid, as reported by the OTC Bull
Board:

High Low

Fiscal Year 2006

First Quarter $ 2.0C $ 0.9¢
Second Quarter 1.4¢ 0.9C
Third Quarter 1.0¢ 0.51
Fourth Quarter 1.7t 0.5z
Fiscal Year 2007

First Quarter $ 2.0C $ 1.4¢€
Second Quarter 1.6C 0.9z
Third Quarter 1.0C 0.7C
Fourth Quarter 1.1t 0.7C

The high and low sales prices as reported on th€ Bdlletin Board on June 22, 2007 were $0.55 an8®&0espectively.

We have not declared or paid any cash dividendswncommon stock and do not anticipate declaringaying any cash dividends in
foreseeable future. We currently expect to retainre earnings, if any, for the development of business. Dividends may be paid on
common stock only if and when declared by our badrdirectors.

Recent Sales of Unregistered Securities

During the period covered by this report, we did issue any securities that were not registerecutice Securities Act of 1933, as amen
(the “Securities Act”) except as previously repdrie a quarterly report on Form 10-QSB or on a@ntrreport on Form 8-K.

Recent Repurchases of Common Stock

There were no repurchases of our common stock gitine fourth quarter of the fiscal year coveredtiy report.
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Item 6. Management's Discussion and Analysis or Pteof Operation
Summary Financial Information

The summary financial data set forth below areweetrifrom and should be read in conjunction with tleasolidated financial stateme
including the notes thereto, filed as part of fism 10-KSB.

Consolidated Statement of Year Ended Year Ended
Operations Data: March 31, 2007 March 31, 2006
Revenues $ 20,851,51 $ 20,224,28
Net income (loss $ (383,109 $ 783,82!
Earnings (loss) per share - basic and diluted $ (0.01) $ 0.0¢
Weighted average number of shares:

- basic 30,393,95 21,910,06

-diluted 30,393,95 22,153,11

Consolidated Balance Sheet Data:

Working capital $ 11,089,54 $ 6,305,30!
Total assets $ 23,121,28 $ 10,865,86
Total liabilities $ 9,857,77. % 2,773,18
Stockholders' equity $ 13,263,51 $ 8,092,68:

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion of results of operationsl financial condition is based upon, and shouldea&l in conjunction with, our consolida
financial statements and accompanying notes tharelioded elsewhere herein.

Results of Operations

The following discussion and financial informatids presented to aid in understanding our cons@tldinancial position and results
operations. The emphasis of this discussion wilbhehe fiscal year ended March 31, 2007, as coetptr the fiscal year ended March
2006.

We had overall revenues of approximately $20.9iomilfor fiscal 2007, as compared to approximat&9.8 million for fiscal 2006. Net tradil
gains increased to approximately $17.9 million frapproximately $17.6 million during the prior fisgeear. The increase in net trading gair
consistent with an increase in the number of tgiersonnel from 35 to 39. Commission revenueeasad to $2.7 million from $2.5 milli
during the prior fiscal year. The increase in cossitin revenues is consistent with an increaseemtimber of sales personnel from 23 tc
Other revenues increased to $0.3 million from $Aillion during fiscal 2006, primarily due to an mease in referral fees plus approxims
$62,000 of revenues from Technologies.

Our cost structure consists of both variable costisth as commissions and clearing charges, and firsts, such as salaries and re
costs (including payroll taxes and benefits), comioations (quote, trading, order management arecoehmunication services), occupa
(rent, electricity, maintenance and real estategpprofessional fees (attorneys and auditors)nbss development (travel, entertainment
advertising) and other operating costs. From a @sgtion perspective, roughly half of our employaessalaried, while most of our trac
and salespersons receive revenue-based commissiarepts.

Despite the increase in overall revenues, we hpedax loss of $0.5 million (which includes approately $62,000 of préax income fror
Technologies) as compared to a $1.3 million taseprofit during the prior year, as expenses iasegl by $2.4 million, primarily as a result «
$0.9 million increase in communications costs (on@nagement, stock quotation, news services,dglawnications and networking co:
and a $0.7 million increase in occupancy costsnarily attributable to efforts to increase the fisnproduction capacity by occupying a n
larger and more technologically advanced tradingrflincluding a temporary duplication of rent expe for two locations in Jersey City, N
Jersey from June 2006 until the lease for our forheadquarters location expires in November 20@Taries and related costs increase



$0.5 million, primarily due to an increase in s@drtechnology, trading, marketing and sales persband salary increases. Trader
salesperson commissions of $8.6 million (41.4%eofnues) in the current fiscal year compare to §8lion (40.6% of revenues) in the pr
fiscal year. Clearance charges of $0.8 million ¥8.& revenues) in the current fiscal year declioechpared to $1.1 million (5.6% of revent
in the prior fiscal year, primarily due to ongoinggotiation of rate reductions.

We had a net loss of $383,108 during fiscal 200fi¢lvincludes approximately $20,000 of net incomoerf Technologies), as compared to

income of $783,825 during the prior year. Incomegaare a benefit of $89,430 during fiscal 2007¢c@spared to a provision of $469,(
during the prior year, primarily due to the declinghe pre-tax results.
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Liquidity and Capital Resources
Working Capital

During the past fiscal year, our working capitalréent assets less current liabilities) improve1a.1 million from $6.3 million, primarily as
result of a sale of common stock with $5.5 milliohnet proceeds, partially offset by $0.7 milliosed for investment activities, includ
capital expenditures and the setting aside oficéstt cash (a time deposit which is collateralizintetter of credit. We have not declared
paid, nor do we expect to declare and pay in thernmediate future, any dividends on our commonkst@urrent assets include cash and
equivalents, receivable from clearing broker (cashdeposit with our clearing broker) and marketad#eurities owned and income ts
receivable. Current liabilities include securitggsd but not purchased, commissions payable andedexpenses.

We currently do not have any outstanding bank lvairrgs or longterm debt. On April 20, 2006, we deposited a $223 Jetter of credit wit
the landlord associated with our new headquarpases after depositing $225,000 of collateral whih issuing financial institution in the fo
of a fourteen-month time deposit.

Our requirement for funding is, and will be, driveg both working capital and regulatory net capieduirements associated with cur
operations, the enhancement of our technologywsoé development, and by potential future expangibm related activities and possi
acquisition opportunities. See Note K to the coidsdéd financial statements for additional detelated to regulatory net capital requireme
While we have recently issued stock and warrangs,still expect that any significant expansion oguasition opportunities will requi
additional subordinated debt or common stock issesiin order to maintain the required levels ofkiay capital or net capital. There car
no assurance that we will be successful in attrgctuch funding.

Our new headquarters space had been recently el the previous occupants and did not requieerial expenditures on our part, o
than a telecommunications switch which was leasest @ three year period with aggregate paymentdingt approximately $275,0(
Technologies was formed as a Delaware corporattoMay 22, 2006 and was funded with a total of $660,during the fiscal year enc
March 31, 2007, in order to accommodate an ingiglense budget of approximately $25,000 per moftie purpose of Technologies is
perform software development and technology sesyitmth for the Company and for customers. Ourrectdal commitments cons
primarily of office and equipment leases, plus @ieremployment agreements (see the table on thepage).

Our cash position increased by $4.6 million to $Billion during the fiscal year ended March 31, 208fter increasing by $0.2 million duri
the fiscal year ended March 31, 2006. Howevehdusd be noted that our cash position is primaailfunction of how much of our funds
invested in marketable securities or on deposh witr clearing broker.

Operating Activities

Net cash used in operating activities was $0.2ieniltluring fiscal 2007, primarily due to a $2.6 lioih increase in net securities positions a
$1.2 million increase in the current income taxereable, partially offset by a $3.9 million decreas the receivable from clearing bro
balance and $0.1 million generated from our net (8.4 million), after adjusting for naash items ($0.5 million). Net cash used in opeg
activities was $1.6 million during fiscal 2006, parily due to a $2.1 million increase in the reabie from clearing broker balance and a
million increase in net securities positions, falyioffset by $1.1 million generated from net imoe ($0.8 million), after adjusting for narast
items ($0.3 million), plus a $0.6 million incredsethe current income tax liability.

Investing Activities

Net cash used in investing activities was $0.7iamland $0.2 million during fiscal 2007 and 200&spectively. During both periods, the us
of cash included the purchase of $0.2 million aifture, equipment, and leasehold improvementss fbn 2007 there was $0.2 million
capitalized software expenditures and another 80llbn was set aside as restricted cash in orderollateralize the letter of credit issue:
favor of the landlord of the new headquarters space

Financing Activities

Net cash provided by financing activities was $®ilion and $2.0 million during fiscal 2007 and B)Gespectively, due to private placem

of common stock (plus warrants in 2007). Most @f siock sold during fiscal 2007 was subject tostegiion rights and a registration stater
went effective on April 5, 2007 related to 7,90&%&®mmon shares plus 3,954,329 common shares yimgewarrants.
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Contractual Obligations

In connection with our operating activities, weegrinto certain contractual obligations. Our futaesh payments associated with our oper
leases, are summarized below:

Payments due in

For the years ended March 31, 2008 2009-2010 2011-2012 Thereafter Total
Office leases $ 702,000 $ 1,048,000 $ 1,117 001 $ 239,00 $ 3,106,001
Equipment leases 104,00( 74,00( - - 178,00(
Employment agreements 550,00( 900,00( 700,00( - 2,150,001
$ 1,356,000 $ 2,022,000 $ 1,817,000 $ 239,000 $ 5,434,001

Off-Balance Sheet Arrangements

As of March 31, 2007, we did not have any off-bakgheet arrangements, as defined in Iltem 303(cj(8BEC Regulation 8. On April 20
2006, a financial institution issued a oywar, automatically renewable, irrevocable $225,8fahdby letter of credit, on our behalf, to
landlord associated with our new office space lessa security deposit. The Company is obligatechamtain the letter of credit until si
days after the August 30, 2012 expiration of thesée The Company deposited $225,000 with the fiahistitution in the form of &
automatically renewable fourteen-month time depasiorder to collateralize the letter of credit.

Critical Accounting Policies

Hudson Holding Corporation's significant accountipglicies, including the assumptions and judgmamderlying them, are more fu
described in our "Notes to Consolidated Financialtte3nents" included in this Form KBB. Some of our accounting policies require
application of significant judgment by managemaerthie preparation of the consolidated financialesteents, and as a result, they are subjt
a greater degree of uncertainty. In applying thesdiies, management uses its judgment to deterthmappropriate assumptions to be usi
calculating estimates that affect the reported antwowf assets, liabilities, revenues and expenlksagement bases its estimates
assumptions on historical experience and on varilsr factors that are believed to be reasonafdieruthe circumstances. Hudson Hol
Corporation has identified certain of its accougtipolicies as being most important to our constdidafinancial condition and results
operations and which require management to makaats difficult and subjective judgments, ofterea®sult of the need to make estimate
matters that are inherently uncertain.

Hudson Holding Corporation's critical accountindigies include the following:
Securities transactions
The Company records transactions in securitiestamdelated revenue and expenses on a trade-date ba

Securities owned and securities sold, but not yethased, are stated at market value with thetmeguinrealized gains and losses reflecte
trading gains, net.

Securities which do not have a readily ascertamaidrket value are valued at their estimated flineras determined by management .
Goodwill

The Company accounts for its goodwill in accordaméth Statement of Financial Accounting Standards. M42, "Goodwill and Oth
Intangible Assets" ("SFAS No. 142"). Under SFAS M42, goodwill is not subject to amortization, bather an assessment of impairmen
applying a fair value based test. The Company vevigoodwill for impairment annually, during the ftu quarter of each year, and ¢
between annual tests upon the occurrence of triggents.

The reviews are performed at the Hudson level, igdligeby using the market capitalization of the Guany as an indicator of fair value, si
Hudson currently represents the most significambmanent of the consolidated entity. Impairment aseptially indicated when the carryi
value of Hudson, including goodwill, exceeds it fealue. If potential impairment were indicatedetfair value of Hudson would be measi
against the fair value of its underlying assets katullities, excluding goodwill, to estimate anpired fair value of Hudsos’ goodwill. If the
fair value was less than the carrying value of gabbdan impairment would be recorded. As a resfltits assessment, the Company
determined no such potential impairment was indtauring the year ended March 31, 2007.
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Income taxes

The Company accounts for income taxes in accordawite the provisions of Statement of Financial Agoting Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEAlo. 109 requires that the Company recognize dafdax liabilities and assets for
expected future tax consequences of items that bhaga included or excluded in the financial statemer tax returns. Under this mett
deferred tax liabilities and assets are determorethe basis of the difference between the taxshafSiabilities and assets and their respe
financial reporting amounts ("temporary differeri¢es enacted tax rates in effect for the yearatich the temporary differences are expe
to reverse. The Company records an estimated vatuatiowance on its deferred income tax assetsif not more than likely that the
deferred income tax assets will be realized. AMafch 31, 2007, the Company has a $71,500 valuatiomance related to certain state
operating loss carryforwards which expire in 20hdl 2013.

Stock-based compensation

The Company accounts for stock option grants uriberrecognition and measurement principles of 8tate of Financial Accountir
Standards No. 123 (revised 2004), Share-Based Ray(h8FAS 123(R)").Under the provisions of SFAS 123(R), the Compamgdiired t:
measure the cost of employee and director serv@esved in exchange for an award of equity insets based on the fair value of the an
The award is measured at the grant date for awar@ésnployees and directors. That cost is then m@zed over the period during wh
services are required to be provided in exchangthévbaward, usually the vesting period.

The Company has computed the fair value of optgyasted using the BlacBeholes option pricing model. Option valuation medequire th
input of highly subjective assumptions, includiig expected term of the options and the expectidility of the underlying common stoc
which can materially affect the fair value estimaBven that the Comparg’shares have only been publicly traded since Ma3085, th
Company developed an expected volatility figureehlasn a review of the historical volatilities, oxgeperiod of time, equivalent to the expe
life of these options, of similarly positioned pightompanies within its industry, during the eastgges of their life as a public company.
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Item 7. Financial Statements

Our consolidated financial statements and theadlabtes begin on Page F-1, which are includedisnAnnual Report on Form 10-KSB.
Item 8. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure

None.

Item 8A. Controls and Procedures

Evaluation of our Disclosure Controls and InternalControls

As of the end of the period covered by this anmapbrt, we carried out an evaluation of the effeniess of the design and operation of
disclosure controls and procedures (as definedxch&hge Act Rule 13a- -15(e) and 1Bs{e)). Based upon that evaluation, our C
Executive Officer ("CEO") and Chief Financial Ofic ("CFO") concluded that as of the end of theqmkovered by this annual report
Form 10-KSB our disclosure controls and procedwexe adequate.

Officers' Certifications

Appearing as exhibits to this annual report arerti@eations" of the CEO and the CFO. The Certifioas are required pursuant to Section
of the Sarbane®xley Act of 2002 (the "Section 302 CertificatiohsThis section of our annual report contains infation concerning tt
Controls Evaluation referred to in the Section 3D&tifications and this information should be ra@adconjunction with the Section 3
Certifications for a more complete understandintheftopics presented.

Disclosure Controls and Internal Controls

Disclosure controls are procedures that are degdigiith the objective of ensuring that informati@yuired to be disclosed in our reports 1
under the Securities Exchange Act of 1934, as asti(ithe "Exchange Act"), such as this annual repentecorded, processed, summar
and reported within the time periods specifiedhia SEC's rules and forms. Disclosure controls @ designed with the objective of ensu
that such information is accumulated and commuedttdab our management, including the CEO and CFCgpasopriate to allow time
decisions regarding required disclosure. Interpatmls are procedures which are designed wittobijective of providing reasonable assur:
that (1) our transactions are properly authorizedorded and reported; and (2) our assets arelwsafdgd against unauthorized or improper
to permit the preparation of our consolidated fiahstatements in conformity with United Stateseyally accepted accounting principles.

We became a public company on May 3, 2005. We ar@am accelerated filer (as defined in the Exchakefg and are not required to deli
management's report on internal controls over mantial reporting until our year ending March 2008. While our disclosure controls
procedures are currently adequate, they may not thediigher standards of Section 404 of the Sab@xley Act of 2002 ("Sarbanes Oxle
without some form of remediation.

We will be required to document and test our indéontrol procedures in order to satisfy the regmients of Sarban&3xley, which require
annual management assessments of the effectivehess internal controls over financial reportingdaa report by our independent regist:
public accounting firm addressing these assessmenting the course of our testing, we may identigficiencies which we may not be abl
remediate in time to meet the deadline imposedapahedxley for compliance with the requirements of Saec#04. In addition, if we fail -
maintain the adequacy of our internal controlssiash standards are modified, supplemented or ardefngl®a time to time, we may not be a
to ensure that we can conclude on an ongoing lizsisve have effective internal controls over ficiahreporting in accordance with Sect
404 of the Sarbanedxley Act. Failure to achieve and maintain an dffecinternal control environment could also cairseestors to los
confidence in our reported financial informatiorhieh could have a material adverse effect on aoksprice.

There were no significant changes in our interr@itiols over financial reporting that occurred dgrithe fourth fiscal quarter that hi
materially affected, or are reasonably likely tatenglly affect, our internal controls over finaatreporting.

Item 8B. Other Information

None.
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PART IlI

Item 9. Directors, Executive Officers, Promoters, ©ntrol Persons and Corporate Governance ;
Compliance with Section 16(a) of the Exchange Act

The following table sets forth information regarglithe members of our board of directors and oucetikee officers.

Name Age Position

Martin C. Cunningham 47 Chairman of the Board of Directors and Chief
Executive Officer

Keith R. Knox 48 President, Secretary and Director

Mark Leventhal 51 Executive Vice President and Director

Peter J. Zugschwert 41 Director

Joanne V. Landau 52 Director

Carmine V. Chiusano 65 Director

The principal occupations for the past five yearsd in some instances, for prior years) of eaabuofdirectors and officers are as follows:

Martin Cunningham has been a director of Hudsonla®iserved as its Chief Executive Officer sinc@42@-rom August 2003 until joini
Hudson, Mr. Cunningham was an employee of Wien &&es} Inc. From February 2003 until August 2088, Cunningham was President
Wien Securities, Inc. From 1996 to December 2002,Bdinningham was Senior Vice President and Hedttjofty Trading at Schwab Cap
Markets (formerly Mayer & Schweitzer).

Keith Knox has been a director of Hudson and hagesleas its President since 2004. From January @860Bjoining Hudson, Mr. Knox was
Vice President of Wien Securities, Inc. From 198December 2002, Mr. Knox was a trader with Sch@apital Markets (formerly Mayer
Schweitzer).

Mark Leventhal has been a director of Hudson arsldsaved as its Executive Vice President since 2B6gm January 2003 until joini
Hudson, Mr. Leventhal was a Vice President of Waaturities, Inc. From 1989 to December 2002, Mrenthal was manager of NASD/
Trading at Schwab Capital Markets (formerly MayeS&hweitzer).

Peter J. Zugschwert has been a director of the @agnpince October 1997, served as President dfdinepany from December 1997 thro
May 2005 and served as CEO of the Company fromeBapgr 1997 to May 2005. Mr. Zugschwert has beerivate Equity Consultant sin
1997.

Joanne V. Landau has been a Director since May.2@86Landau has been the President of KurtsamtyR€alrp. since 2003. From 200C
2002, she was Senior Vice President, Head of $imtdlarketing and Communications with Zurich Scudde Deutsche Ass
Management/Investments and from 1990 to 1999, Medhau was with The Citibank Private Bank/Investragatsubsidiary of Citigroup,
last as Vice President, Head of Global Marketind @ommunications.

Carmine V. Chiusano has been a Director since M#62In 2004, Mr. Chiusano retired from Schwab @dpviarkets (formerly Mayer
Schweitzer) where he was employed since 1968, raosntly as Senior Vice President, Chief Operafifiicer.

All directors hold office until the next annual ntieg of stockholders and the election and qualifaza of their successors. Three of our
directors are considered "independent” under the'Skew independence standards. Officers are dlacteually by the board of directors .
serve at the discretion of the board.

There are no family relationships among our dineceind executive officers. No director or executiiécer has been a director or execu
officer of any business which has filed a bankrygietition or had a bankruptcy petition filed agaiit. No director or executive officer t
been convicted of a criminal offense or is the sabpf a pending criminal proceeding. No directoerecutive officer has been the subjet
any order, judgment or decree of any court permiéynen temporarily enjoining, barring, suspendingotherwise limiting his involvement
any type of business, securities or banking a&witNo director or officer has been found by arttahave violated a federal or state secu
or commodities law.

None of our directors or executive officers or threspective immediate family members or affiliatesidebted to us. As of the date of t

filing, there is no material proceeding to whictyarf our directors, executive officers or affiliats a party or has a material interest adverse to

us.
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Board Committees
Our board of directors has three standing comnsitte@ssist it with its responsibilities. These adttees are described below.

The Audit Committee, which was established in M89&, is comprised solely of directors who satisfy SEC and American Stock Excha
audit committee membership requirements, is gowklnea boardapproved charter, which is incorporated by refeeeas Exhibit 10.7, th
contains, among other things, the committee's meshipe requirements and responsibilities. The aadihmittee oversees our account
financial reporting process, internal controls audlits, and consults with management and the imdkpe registered public accounting f
(the "independent auditors") on, among other itemmstters related to the annual audit, the quarfergncial statements and the applicatio
United States generally accepted accounting piliesifAs part of its duties, the audit committeeapts, evaluates and retains our indeper
auditors. It maintains direct responsibility forettompensation, termination and oversight of oulepgendent auditors and evaluates
independent auditors' qualifications, performannd adependence. The committee also monitors camgd# with our policies on ethi
business practices and reports on these itemstbdard. The audit committee has established psliahd procedures for the @pproval o
all services provided by the independent auditOrg. audit committee is comprised of Ms. Landau Bledsrs. Zugschwert and Chiusano,
Mr. Zugschwert is the chairman of the committee.

The board has determined that Mr. Zugschwert, whrceatly is a member of the board of directors ehdirman of the audit committee, is
audit committee financial expert, as defined urttlerSecurities Exchange Act of 1934, as amended'Bkchange Act"). In addition, the bo
has determined that Mr. Zugschwert is an independieector as that term is defined in Item 7(d)i{8)of Schedule 14A under the Excha
Act. The board made a qualitative assessment ofZMgschwert's level of knowledge and experiencedhas a number of factors, includ
his formal education, including an MBA in Finanead experience as a Chief Financial Officer forerthian ten years.

The Compensation Committee, which was establishéday 2006, is comprised solely of independentaies, determines all compensa
for our Chief Executive Officer; reviews and appes\corporate goals relevant to the compensationo€hief Executive Officer and evalug
our Chief Executive Officer's performance in ligiftthose goals and objectives; reviews and approbgsctives relevant to other execu
officer compensation; reviews and approves the ersation of other executive officers in accordanith those objectives; advises our bc
regarding our stock option plans; approves severarcangements and other applicable agreementexiecutive officers; and const
generally with management on matters concerningudike& compensation and on pension, savings anthreebenefit plans where boarc
stockholder action is contemplated with respe¢h&adoption of or amendments to such plans. Thegpeasation committee is governed |
Board-approved charter, which is attached as Exhibit.10@® compensation committee is comprised of Msidaau and Messrs. Zugschw
and Chiusano, and Mr. Chiusano is the chairmahetbmmittee.

The Nominating and Corporate Governance Committéh was established in May 2006, considers ankesieecommendations on mat
related to the practices, policies and procedufgéseoboard and takes a leadership role in shapimgcorporate governance. The committe
governed by a Boardpproved charter, which is incorporated by refeeege Exhibit 10.9. As part of its duties, the cotteei assesses the s
structure and composition of the board and boardneittees, coordinates evaluation of board perfogaasnd reviews board compensat
The committee also acts as a screening and nomgnedimmittee for candidates considered for eledtiaine board. In this capacity it conce
itself with the composition of the board with respéo depth of experience, balance of professiém@&rests, required expertise and o
factors. The committee evaluates prospective nossingentified on its own initiative or referreditdy other board members, managerr
stockholders or external sources and all setitiinated candidates. The committee uses the satmegacfor evaluating candidates nominates
stockholders and seffeminated candidates as it does for those propbgeather board members, management and search ogap®u
nominating committee is comprised of Ms. Landau Blesdsrs. Zugschwert and Chiusano, and Ms. Landtueishairman of the committee.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct andsEdpplying to our directors, officers and emplayé&éhe Code is reasonably designe
deter wrongdoing and promote (i) honest and etldoalluct, including the ethical handling of actaalapparent conflicts of interest betw
personal and professional relationships, (ii) fédlr, accurate, timely and understandable disclsn reports and documents filed with
submitted to, the SEC and in other public commuimoa made by us, (iii) compliance with applicalgevernmental laws, rules &
regulations, (iv) the prompt internal reportingvidlations of the code to appropriate persons ifiedtin the code, and (v) accountability
adherence to the Code. The Code is incorporategtfeyence as Exhibit 14. In addition, we undertakg@rovide copies of the Code to i
person, at no charge, upon receipt of a writtemestjaddressed to Mr. Keith Knox, President, Huddolding Corporation, 111 Town Squ
Place, Suite 1500A, Jersey City, New Jersey 07310.
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Compliance with Section 16(a) of the Exchange Act

Section 16(a) of the Exchange Act requires the Goms officers and directors, and persons who owrenthan ten percent of a registe
class of the Company's equity securities (colletyithe "Reporting Persons”) to file reports andrafes in ownership of such securities
the SEC and the Company. Based solely upon a revi€i)yForms 3 and 4 and amendments thereto fhetigo the Company pursuant to F
16a3(e), promulgated under the Exchange Act, durimgGbmpany's fiscal year ended March 31, 2007 an&d¢ims 5 and any amendme
thereto and/or written representations furnishethetoCompany by any Reporting Persons, statingghelh person was not required to fi
Form 5 during the Company's fiscal year ended M&4;h2007, it has been determined that no RepoRergons were delinquent with res|
to the person's reporting obligations set fortSattion 16(a) of the Exchange Act.

Item 10. Executive Compensation

Summary Compensation Table

Fiscal

Year

Ended Stock Option All Other
Name and Principal Positic March 31, Salary Bonus Awards Awards  Compensatic Total
Martin C. Cunningham,
Chairman and Chief Executive Officer 2007 $ 185,000 $ - $ - $ - $ 23,7910 $ 208,79:
Keith R. Knox,
President and Secretary 2007 $ 185,000 $ - $ - $ - $ 23,00fM $ 208,00!
Mark Leventhal,
Executive Vice President 2007 $ 180,00 $ - $ - $ - $ 32,530 $ 212,53t

(1) Amounts represents health, dental, life and digghilsurance benefits as well as vehicle allowareed parking fees, as applicable.
Employment and Consulting Arrangements and Changeni Control Arrangements

The Compensation Committee of our board of direch@ve approved the terms of each of the employagmeements described below. A
January 1, 2007, we entered into the employmemtesmgents described below with each of the followiagsons.

Martin Cunningham as our Chief Executive Officer. The agreement pesifor an initial term of five years, an annudasato Mr,
Cunningham of $200,000 and an annual bonus basedfamula of 5% of the firng net profits before taxes, payable quarterly, joled tha
net profits in such fiscal quarter is equal to xceeds $1,200,000. Our board of directors may as=eéhe amount of the bonus. The agree
also provides for the executigeability to participate in our health insurancegram and a car allowance of $1,000 per monthhérevent thi
Mr. Cunninghams employment is terminated by the Company, othen thith good cause, he will receive any bonus payrdee through h
termination date, all remaining salary paymentss glertain health insurance benefits.

Keith Knox as our President. The agreement provides for #éialitérm of five years, an annual salary to Mr.axrof $200,000 and an ann
bonus, based on a formula of 4% of the femet profits before taxes, payable quarterly, i@ that net profits in such fiscal quarter isa
to or exceeds $1,200,000. Our board of directorg imerease the amount of the bonus. The agreenmmpeovides for the executiveability
to participate in our health insurance program amar allowance of $1,000 per month. In the eviesit Mr. Knox’s employment is terminat
by the Company, other than with good cause, he mgiteive any bonus payment due through his teriimadate, all remaining sale
payments, plus certain health insurance benefits.

Outstanding Equity Awards at Fiscal Year End
No option, stock appreciation right or Ic-term incentive plan awards were granted to or esetcby any of the Named Executive Offic

during the fiscal year ended March 31, 2007 anduuh awards are currently outstanding.

21




2005 Stock Option Plan

We currently have one equity incentive plan, the®28tock Option Plan (the "Plan"), which was appibty the stockholders on July 26, 2(
and is administered by the Board of Directors. Pten is available for the issuance of awards ofaupn aggregate of 2,000,000 share
common stock to our employees, officers, directord consultants, in the form of either nqumalified stock options or incentive stock optic
The purpose of the Plan is to provide additioneémtive to those persons who are responsible &nmainagement and growth of the Company.

As of March 31, 2007, there were 1,355,000 optionstanting under the Plan and 645,000 options rerdainailable for issuance under
plan. On May 2, 2007, we granted an additional @30 options to a consultant.

Director Compensation

Directors were not compensated for their serviaenduthe fiscal year ended March 31, 2006. On Audas 2006, the board of directors
resolved that compensation for each of the indepeindirectors for the ensuing year would be $600wenth, plus immediately vested five -
year options to purchase 10,000 shares of the Cay’'s common stock with an exercise price equal tonlaeket price of the Company’s

common stock on the August 15, 2006 grant date.

Director Compensation Table

Non-
Qualified
Fees Earned Q) Non-Equity Deferred )
or Paid in Stock Option Incentive Pla  Compensatio All Other
Name Cash Awards Awards Compensatio Earnings Compensatio Total
Carmine Chiusano $ 4200 $ - $ 580 $ - $ - $  984¢ $ 19,84¢
Joanne Landau $ 4200 $ - $ 5800 $ - $ - $ - $ 10,00(
Peter Zugschwert $ 4200 $ - $ 5800 $ - $ - $ - $ 10,00(

1 Amounts represents the value of 10,000 stock optgranted to each of the independent members ddhed of Directors during the fis
year ended March 31, 2007. The options were valigitg the Blac-Sholes pricing model (For assumptions used in¢hlsulation, Se
Note B[9] in the consolidated financial statemeirisluded within this annual report). These aredhby options granted to directors wh
are outstanding at March 31, 2007.

@ Amount represents compensation paid, primarilyrduthe period from April 1, 2006 to May 15, 2006.
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Item 11. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter
Securities Authorized for Issuance under Equity Compensation Plans

Number of securitie

Number of securities t remaining available fc
be issued upon exerci Weightec-average exercis future issuance und
of outstanding option: price of outstandin equity compensation plai
warrants and right options, warrants and righ (excluding securitie
€) (b) reflected in column (a]
Equity compensation plans approved
security holder: 1,355,000 $ 1.0C 645,00(
Equity compensation plans not approve
by security holder = - -
Total 1,355,000 $ 1.0C 645,00(

The table above reflects the status of the Compamqiity compensation plans as of March 31, 2007.

Security Ownership of Certain Beneficial Owners

The following table sets forth information regamglithe number of shares of our common stock berdifiawned on June 22, 2007 by:
o each person who is known by us to beneficially ®% or more of our common stock;

o each of our directors and executive officers; and

o all of our directors and executive officers, ageup.

Except as otherwise set forth below, the addresacih of the persons listed below is Hudson Holdingporation, 111 Pavonia Avenue, Suite
1500A, Jersey City, New Jersey 07310.

Number of Shares

Beneficially Percentage of Share

Name and Address of Beneficial Owne Owned (1) Beneficially Owned (2)
Directors and Executive Officer

Martin C. Cunninghan 4,178,56! 11.4%
Keith R. Knox 4,178,56! 11.4%
Mark Leventha 4,348,56! 11.&%
Peter J. Zugschwe® 224,35t *
Joanne V. Landa{® 10,00( *
Carmine V. Chiusan® 10,00( *
All executive officers and directors as a groupé8sons 12,950,05 35.2%

Other 5% or Greater Stockholde



Kenneth D. Pasternak 9,081,78! 24.2%
Steven L. Winklef® 4,348,56! 11.€%

South Ferry #2 L) 3,375,00! 8.9%
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* Less than 1% of outstanding shares

(1) Unless otherwise indicated, includes shareseaWoy a spouse, minor children and relatives shaha same home, as well as entities
owned or controlled by the named person.

(2) Based upon 36,725,185 shares of our commok statstanding on June 22, 2007.
(3) Includes 10,000 shares of Common Stock issugide exercise of Stock options to these directors

(4) Includes 833,335 shares of Common Stock issuabn exercise of Warrants. The address for MstdPaak is 111 E. Saddle River Road,
Saddle River, N.J. 07458.

(5) Mr. Winkler is employed by Hudson Securitiesgc.l a whollyewned subsidiary of Hudson Holding Corporation,Nesdaq Tradin
Manager.

(6) Includes 1,125,000 shares of common stock issugie exercise of warrants. Aaron Wolfson and Abmaligolfson are the Gene
Partners of South Ferry #2 LP, however, all of tbéng and dispositive power over South Ferrys#gortfolio has been delegated to Mc
Wolfson, its portfolio manager. Aaron Wolfson, Abean Wolfson and Morris Wolfson each disclaim beriafiownership over the sha
owned by South Ferry #2 LP. The address for SoathyR#2 LP is One State Street Plaza, 29th Floew Mork, New York 10004.

Item 12. Certain Relationships and Related Transaains, and Director Independence

Subsequent to our fiscal year end, the Board ajggrdive establishment of trading accounts that wbaldubject to position limits and wo
be jointly or individually managed by key personnetluding Mr. Martin Cunningham (our Chairman abdief Executive Officer), Mr. Keit
Knox (our President, Secretary and Director), and Mark Leventhal (Executive Vice President andebdior). In accordance with {

arrangement, 48% of the net trading profit in thieading accounts will be paid out as compensatdahe responsible individuals.

Three of our six directors are considered "indepatidunder the SEC's new independence standards.
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Item 13. Exhibits

Exhibit No. Description

2.1 Agreement and Plan of Merger, dated June 13, 2886ng Health Outcomes Management, Inc. and Hudson
Holding Corporation (1)

2.2 Agreement and Plan of Merger, dated December 224,28mong Health Outcomes Management, Inc., Hudson
Acquisition Inc. and Hudson Securities, Inc. (2)

3.1 Certificate of Incorporation of Hudson Holding Corption (1)

3.2 Bylaws of Hudson Holding Corporation (1)

4.1 Rights of Dissenting Shareholders (1)

4.2 Form of Warrant (3)

10.1 Subscription Agreement, dated January 10, 200&dset Kenneth Pasternak

and Hudson Holding Corporation (4)

10.2 2005 Stock Option Plan (1)

10.3 Form of Securities Purchase Agreement (3)

10.4 Form of Registration Rights Agreement (3)

10.5 Employment Agreement, effective as of January 0,720y and between Hudson Holding Corporation and

Martin C. Cunningham (5)

10.6 Employment Agreement, effective as of January 0,720y and between Hudson Holding Corporation and
Keith R. Knox (5)

10.7 Audit Committee Charter (6)

10.8 Compensation Committee Charter (6)

10.9 Nominating and Corporate Governance Committee €h&s)

10.10 Complaint Procedures for Accounting, Internal Aaating Control, and Auditing Matters (6)

14 Code of Business Conduct and Ethics and CompliBnogram (6)

21 Subsidiaries of Hudson Holding Corporation

31.1 Certification of Chief Executive Officer pursuantgection 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuantgection 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdticBe906

of the Sarbanes-Oxley Act of 2002 *

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdticBe906



of the Sarbanes-Oxley Act of 2002 *

99.1 Press Release Related to Hudson Holding Corpotatitarnings for the Year Ended March 31, 2007

* These Exhibits attached to this Form K8B shall not be deemed "filed" for purposes oftleecl8 of the Securities Exchange Act of 1
(the “Exchange Act”pr otherwise subject to liability under that sewtioor shall it be deemed incorporated by referém@y filing under th
Securities Act of 1933, as amended, or the Exchéwutjeexcept as expressly set forth by specifienafice in such filing.
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(1) Incorporated by reference to the exhilmitduded with our Definitive Proxy Statement on 8dble 14A, filed with the SEC on July 1,
2005.

(2) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filediwihe SEC on December 28, 2004.

(3) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filedlwihe SEC on December 1, 2006, as
amended.

(4) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filediwihe SEC on January 19, 2006, as
amended.

(5) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filediwihe SEC on January 4, 2007, as
amended.

(6) Incorporated by reference to the exhibitduided with our Form 10-KSB filed with the SEC amé 29, 2006.
Item 14. Principal Accountant Fees and Services
Audit Fees

The aggregate fees billed for professional serviegslered was $55,000 and $60,000 for the audithefCompany's annual consolidz
financial statements for the fiscal years endedckadl, 2007 and 2006, respectively, which servinekide the cost of the audits of
consolidated financial statements included in tlem@any’s annual Forms 0SB for each respective year and the reviews ofrétate
quarterly Form 10-QSB'’s..

Audit-Related Fees

The principal accountant billed $7,600 relatedht teview of a registration statement during thedi year ended March 31, 2007 and $1C
related to reviews of prior year financial statetseturing the fiscal year ended March 31, 2006.

Tax Fees

For the years ended March 31, 2007 and 2006, theipal accountant billed $54,500 and $12,000, eeipely, for tax compliance. The billi
for the fiscal year ended March 31, 2007 includenyises related to tax returns for three periods.

All Other Fees

The principal accountant billed $28,728 relatecéweral audits of antironey laundering procedures during the fiscal yated March 3
2007.

Audit Committee Policies and Procedu

Effective with the formation of our Audit Committeall auditing services and permitted nawdit services (including the fees and te
thereof) to be performed for the Company by itepehdent auditors will be pre-approved, subjethéode-minimus exceptions for namdi
services described in Section 10A(i)(1)(B) of thex&ities Exchange Act of 1934, which should beatbeless be approved by the Boar
Directors prior to the completion of the audit. #ie beginning of the fiscal year, the Audit Comeettwill evaluate other known poten
engagements of the independent auditor, includiegstope of work proposed to be performed and tbpoged fees, and approve or re
each service, taking into account whether the sesvare permissible under applicable law and tisgiple impact of each naadit service ¢
the independent auditor's independence from managemit each such subsequent meeting, the auditdr management may pres
subsequent services for approval. Typically, thesald be services such as due diligence for anisitign, that would not have been know
the beginning of the year.
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SIGNATURES

In accordance with Section 13 or 15(d) of the SéesrExchange Act of 1934, the registrant caubkédreport to be signed on its behalf by the

undersigned, thereunto duly authorized.

Dated: June 28, 20(

Dated: June 28, 2007

Signature:

/s/ Martin C. Cunningham

Martin C. Cunningham

/s/ Keith R. Knox

Keith R. Knox

/s/ Mark Leventhal

Mark Leventhal

/sl Peter J. Zugschwert

Peter J. Zugschwert

/s/ Joanne V. Landau

Joanne V. Landau

/s/ Carmine V. Chiusano

Carmine V. Chiusano

HUDSON HOLDING CORPORATION

Title

Chairman of the Board,
Chief Executive Officer and Director
(principal executive officer)

President, Secretary and Director

By: /s/ Martin C. Cunningham

Martin C. Cunningham

Chairman of the Board

Chief Executive Officer and Director
(Principal Executive Officer)

By: /s/ Keith R. Knox

Keith R. Knox
President, Secretary and Director
(Principal Financial and Accounting Officer)

Date

June 28, 2007

June 28, 2007

(principal financial and accounting officer)

Executive Vice President and Director

Director

Director

Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Hudson Holding Corporation

We have audited the consolidated statement of fiahnondition of Hudson Holding Corporation (th@dmpany") and subsidiaries as of
March 31, 2007 and the related consolidated statesvw# operations, changes in stockholders' equitycash flows for the years ended
March 31, 2007 and 2006. These financial staterraetshe responsibility of the Company's managent@unt responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audits toiobtasonable assurance about whether the finastei@ments are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts, ¢onsolidated financial position of Hudson
Holding Corporation as of March 31, 2007, and thesolidated results of its operations and its ¢ksts for the years ended March 31, 2007
and 2006 in conformity with U.S. generally accepedounting principles.

Eisner LLP

New York, New York
June 20, 2007
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2007

ASSETS
Cash and cash equivalents $ 5,112,27!
Cash-restricted 235,83
Receivable from clearing broker 945,03:
Securities owned, at fair value 14,188,74
Income taxes receivable 613,26t
Furniture, equipment, capitalized software anddbafd improvements, net 478,07
Deferred tax asset 79,00(
Other assets 269,87
Goodwill 1,111,117
$ 23,033,28
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:

Securities sold, but not yet purchased, at faineal $ 8,266,39!
Commissions payable 628,08t
Accrued expenses and other liabilities 875,28!

Total liabilities 9,769,77.
Commitments and contingencies (Note J)
Stockholders' equity:

Preferred stock, $0.001 par value,

1,000,000 shares authorized, none is -
Common stock, $0.001 par value; 100,000,000 steargwrized;

36,725,185 shares issued and outstan 36,72t
Additional paid-in capital 12,217,12
Retained earnings 1,009,66.

Total stockholders' equit 13,263,51
$ 23,033,28

See notes to these consolidated financial statesment
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Revenues:
Trading gains, ne
Commissions
Interest and other income, r

Expenses:
Salaries and related co:

HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended March 31,

Commissions and clearing char¢

Communication:
Occupancy
Professional fee

Business developme
Other

(Loss) income before income taxe
Income tax (benefit) provisia

Net (loss) income

(Loss) earnings per she- basic
(Loss) earnings per she- diluted

Weighted average number of shares outstar- basic

Weighted average number of shares outstar- diluted

2007 2006
$ 17,924,17 $ 17,621,67
2,665,43 2,539,73
261,90 62,87:
20,851,51 20,224,28
3,457,88 2,948,86.
9,395,29. 9,327,59:
5,517,06 4,584,85
1,215,46: 522,77
549,79; 551,844
393,85 390,38:
794,70« 645,14
21,324,05 18,971,46
(472,53 1,252,82!
(89,43() 469,00
$ (383,10¢) 783,82
$ (0.01) 0.0¢
$ (0.01) 0.0¢
30,393,95 21,910,06
30,393,95 22,153,11

See notes to these consolidated financial statesment
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES

Balance, March 31, 20(

Shares deemed issued in connection with Health

Outcomes Management, Inc. mer
Sale of common stoc
Net income

Balance, March 31, 20(
Sale of common stock and warra
Stocl-based compensati- employee:

Stocl-based compensatic- directors

Net loss

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Additional
Common Stock Paid-in Retained
Shares Amount Capital Earnings Total
19,334,08 $ 19,33 $ 4,680,57 $ 608,94t $ 5,308,85
1,233,99; 1,23¢ (1,239 . .
6,581,78: 6,582 1,993,41 - 2,000,00!
- - - 783,82! 783,82!
27,149,86 27,15( 6,672,76. 1,392,77. 8,092,68.
9,575,32! 9,57¢ 5,471,12. - 5,480,69:
- - 55,84: - 55,841
) - 17,40( - 17,40(
: : : (383,109 (383,109
36,725,18 $ 36,72t $ 12,217,12 $ 1,009,66. $ 13,263,51

Balance, March 31, 20(

See notes to these consolidated financial stateament
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net (loss) incomt
Adjustments to reconcile net (loss) income to rsh
used in operating activitie
Depreciation and amortizatic
Stock-based compensatic
Commissions receivable reserve provis
Bad debt reserve provisic
Deferred ren
Changes in
Receivable from clearing brok
Securities owne
Income taxes receivable/payal
Commissions receivab
Deferred tax asst
Other asset
Securities sold, but not yet purcha:

Commissions payab
Accrued expenses and other liabilit

Net cash used in operating activit

Cash flows from investing activities:
Purchases of furniture and equipme

capitalized software and leasehold improvem
Cash subject to restrictiol

Net cash used in investing activiti

Cash flows from financing activities:
Proceeds from issuance of common st
and warants, net of issuance c«

Net cash provided by financing activiti

Net increase in cast
Cash and cash equivaler beginning of yea

Cash and cash equivalent- end of year

Supplemental disclosures of cash flow information
Cash paid during the year f
Income taxe:

Non-cash operating activitie
Commissions and note receiva

For the Years Ended

March 31,
2007 2006
(383,109 $ 783,82!
141,94 145,21
73,24 -
160,26¢ 112,52:
- 25,00(
78,03( (15,960
3,921,51! (2,143,141
(10,453,35) (679,70
(1,194,801 559,11¢
(160,269 30,45"
44,00( (142,001)
107,75 (238,91)
7,847,80 (225,74)
(566,05 286,96¢
218,33t (144,671
(164,679 (1,647,03)
(444,46() (171,51)
(235,83) -
(680,29 (171,51Y)
5,480,69: 2,000,001
5,480,609 2,000,001
4,635,72 181,44
476,54¢ 295,10:
5,112,27! 476,54¢
1,114,06! 57,05"




written-off against reserv $ 137,52 $

See notes to these consolidated financial statesment




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE A - ORGANIZATION, OPERATIONS AND BASIS OF PRES ENTATION

The consolidated financial statements include tbeoants of Hudson Holding Corporation ("Holdingfdaits whollyowned subsidiarit
Hudson Securities, Inc. ("Hudson") and Hudson Tetdgies, Inc. (“Technologies”)cbllectively the "Company"). Holding was formec
1987, is currently incorporated in the State ofddelre, and is a holding company. Hudson was forme®84, is a registered brokdeale
under the Securities Exchange Act of 1934 andnieember of the National Association of Securitiegles, Inc. (the "NASD"). Hudson it
market maker specializing in providing liquidity iess liquid, difficult to trade stocks. Hudson d@a introducing broker and clears
transactions through a clearing organization onlly fdisclosed basis. Accordingly, Hudson is exerfipin rule 15c33 of the Securitie
Exchange Act of 1934. On May 22, 2006, Technologies formed as a Delaware corporation for the mepof providing softwa
development and technology services for Hudsonfanthird parties. As of March 31, 2007, Technoéxyhad total assets of $752,186 an
the period from May 22, 2006 (date of inceptiomptigh March 31, 2007, Technologies had revenuesiahéthcome of $62,281 and $19,¢
respectively. All significant intercompany transanos among the companies have been eliminatedCbhgpany has offices in New Jersey
Florida.

On July 21, 2004 a predecessor broker-dealer formetholly-owned subsidiary named Hudson Capital Markets, (#¢CMI"), which was
organized in the state of Delaware. HCMI was autear to issue 30,000,000 shares of common stodk avigar value of $.001 per share.
July 31, 2004, the predecessor brodlealer was merged into HCMI, with HCMI becoming thevivor ("HCMI Merger") and the name v
changed to Hudson Securities, Inc. In connectich this merger, the stockholders of the predecdssikerdealer received 83,333.33 shi
of Hudson for each share of the predecessor briéa@ler shares owned. The historical capital acsowete retroactively adjusted to reflect
equivalent number of shares issued by HCMI in ti@MVH Merger, while the predecessor brokksaler historical retained earnings was ca
forward.

In December 2004, Hudson entered into an AgreearehPlan of Merger (the "Agreement") with Healtht€@umes Management, Inc.
("HOM"), a non-operating public company. On May2B05, under the terms of the Agreement, HudsootkBblders exchanged all
10,967,000 shares of their common stock for 19 post reverse-split shares of HOM common stacll,Hudson's warrant holders
exchanged 998,667 of their Hudson warrants witexarcise price of $1.85 for 1,760,590 post revepg-warrants to purchase HOM
common stock at $1.0494 per share (the "Exchanggd.HOM shares that were issued represented 9490M's outstanding interest at the
time of this exchange. In connection with the Iefigain of this transaction, Hudson became a wholyed subsidiary of HOM. On September
6, 2005, HOM changed its name to Hudson Holdingo@iation and effectuated a one for eight reversekssplit for all stockholders of record
as of the close of business on June 13, 2005.ifamdial reporting purposes, the Exchange represenspital transaction of Hudson or a
"reverse merger" rather than a business combinafiocordingly, the number of shares issued andtauting and additional paid-in capital of
Holding has been retroactively adjusted to refleetequivalent number of shares issued by HOM, posareverse-split basis, in the Exchange
while Hudson's historical retained earnings is g&arried forward. All costs attributable to thegese merger were expensed. Further, all per
share amounts and number of common stock shacdsding those obtainable on the exercise of wastdntthese consolidated financial
statements and notes thereto have been reflectagost reverse-split basis.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
[1] Securities transactions:

Hudson records transactions in securities andelaed revenue and expenses on a tdade-basis. Securities owned and securities sat
not yet purchased, are stated at fair value withrasulting unrealized gains and losses refleateiaiding gains, net. Securities which do
have a readily ascertainable market value are dalitetheir estimated fair value as determined byagament. Because of the inhe
uncertainty of valuation estimates, the managerdetgrmined values may differ significantly from wa$ that would have been used h
ready market for these securities existed and ifferehces could be material.

[2] Income taxes:

The Company accounts for income taxes in accordavite the provisions of Statement of Financial Awnting Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEAo. 109 requires that the Company recognize defdax liabilities and assets for
expected future tax consequences of items that bhaga included or excluded in the financial statemer tax returns. Under this mett
deferred tax liabilities and assets are determarethe basis of the difference between the taxshafsiabilities and assets and their respe:
financial reporting amounts ("temporary differeri¢est enacted tax rates in effect for the yeansliich the temporary differences are expe
to reverse. The Company records an estimated vatuatiowance on its deferred income tax assetsif not more than likely that the



deferred income tax assets will be realized.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |, continued
[3] Furniture, equipment, leasehold improvements, apitalized software and depreciation and amortizatn :

Furniture, equipment and leasehold improvementsem@rded at cost. Depreciation and amortizatiaoiputed using the straiglite methor
over the estimated useful life of the related assein the case of leasehold improvements, overstiorter of its estimated useful life or
lease term.

During April 2006, the Company began capitalizirertain costs incurred in connection with developargobtaining internal use softwi
pursuant to Statement of Position B8Accounting for the Costs of Computer Softwarev@eped or Obtained for Internal Use. Unamort
capitalized software development costs of $218#&@0ncluded in furniture, equipment, capitalizefttware and leasehold improvements in
Consolidated Statement of Financial Condition aMafch 31, 2007. The entire amount represents soéthat is still in development ant
not being amortized as of March 31, 2007.

[4] Use of estimates

The preparation of financial statements in conftoymith accounting principles generally acceptedhia United States of America requ
management to make estimates and assumptionsffibett the reported amount of assets and liabilitied disclosure of contingent assets
liabilities at the date of the financial statemeatsl the reported amount of revenues and expensé@sydhe reporting period. The m
significant assumptions concern determining the ¥alue of certain securities and the evaluatiogaddwill for impairment. Actual resu
could differ from those estimates.

[5] Cash and cash equivalents

For purposes of the statements of cash flows, tmapgany considers all highly liquid investments paged with an original maturity of th
months or less to be a cash equivalent.

Restricted cash represents an automatically rerlepfaoirteen month time deposit which collateradizeletter of credit (see Note | [3]).
[6] Concentrations of credit risk:

Hudson is engaged in trading on a principal andémmcy basis with and for primarily other secusitieokeredealers and institutional invest
such as mutual funds, hedge funds, banks and silmilsinesses. Counterparties to Hudson's busirasstias include brokedealers an
clearing organizations, and can include banks ghdrdinancial institutions. Hudson uses one cleafroker to process transactions
maintain customer accounts. The clearing brokeeredg credit to Hudson's clientele which is seclmgdash and securities in the clie
account. Hudson's exposure to credit risk assatiatdh the nonperformance by its customers and counterpartidglfiiing their contractue
obligations can be directly impacted by volatileilbquid trading markets, which may impair the ktlyi of customers and counterparties
satisfy their obligations to Hudson. Additionalltudson has agreed to indemnify the clearing brédeelosses it incurs while extending cre
to Hudson's clients. Amounts due from customersahaconsidered uncollectible are charged batkudson by the clearing broker when s
amounts become determinable.

In the normal course of business, Hudson enters tiainsactions in various derivative instrumentstfading purposes. These transact
include securities sold short, but not yet purcaaed option and warrant contracts.

Securities sold short, but not yet purchased, sgprieobligations of Hudson to deliver the undedysecurities sold; and option and war
contracts written represent obligations of Hudsonpurchase or deliver the specified security at ¢batracted price. Hudson's ultim
obligation on such instruments may exceed the aimoecognized in the statement of financial conditi®ludson monitors its positic
continuously to reduce the risk of the potentiakldue to changes in market value or failure ohtaxparties to perform.

Substantially all of Hudson's cash and securityitipos are deposited with its clearing broker fafekeeping purposes. Hudson maintains
in bank accounts, which, at times, may exceed &lgensured limits. Hudson has not experienced lasges in such accounts and believes
not exposed to any significant credit risk on cash

[7] Goodwill:
On June 30, 2004, an investor group purchased #tleooutstanding common stock of the broBeeler which was the predecessor to Hu

for a purchase price of approximately $7,136,008 aAesult, the predecessor bro#leeler changed its name to Hudson and recordedngib
of approximately $1,111,000, which represented e¢keess of the purchase price over the estimatedvédile of the assets acquired



liabilities assumed.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES , continued
[7] Goodwill, continued

The Company accounts for its goodwill in accordamdth Statement of Financial Accounting Standards W42, "Goodwill and Oth
Intangible Assets"” ("SFAS No. 142"). Under SFAS N42, goodwill is not subject to amortization, lpather an assessment of impairmen
applying a fair value based test. The Company vevigoodwill for impairment annually, during the ftu quarter of each year, and ¢
between annual tests upon the occurrence of triggents. The reviews are performed at the Hudseel,lgenerally by using the mar
capitalization of the Company as an indicator af¥alue, since Hudson currently represents thetisigaificant component of the consolide
entity. Impairment is potentially indicated wheretlearrying value of Hudson, including goodwill, erds its fair value. If a potent
impairment is indicated, the fair value of Hudsoauld be measured against the fair value of its tyithg assets and liabilities, exclud
goodwill, to estimate an implied fair value of Hods goodwill. If that fair value was less than thergimg value of goodwill, impairme
would be recorded. As a result of its assessmieatCompany has determined that no such potentiimment was indicated during the y
ended March 31, 2007.

[8] Commissions receivable reserve

Commissions receivable represent cumulative dravdshkeenefits provided to traders and salespersomxéess of cumulative commissis
earned. The Company will collect these receivalflésture earned commissions exceed future draveskmmefits. The Company establis
reserves as an offset to the receivable balantkeobasis of historical collections and estimafefsiture collections. As of March 31, 2007,
Company had $160,269 of commissions receivablevffg a reserve of the same amount.

[9] Stock based compensation:

Commencing with the first issuance of stock optiondVay 26, 2006, the Company accounts for stotlong issued under the recognition
measurement principles of Statement of FinanciatoMoting Standards No. 123 (revised 2004), Shase@d&ayment, (“SFAS 123(R)”
Under the provisions of SFAS 123(R), the Compansetuired to measure the cost of services recdivezkchange for an award of eqt
instruments based on the fair value of the awah# dward is measured on the grant date for awardmployees and directors. That co
then recognized over the period during which sewiare required to be provided in exchange foatterd, usually the vesting period.

[10] (Loss) earnings per share:
Basic (loss) earnings per share ("EPS") has belenlated by dividing net (loss) income by the weegh average shares of common s
outstanding during the year. Diluted EPS reflebes ¢hange in EPS, using the treasury stock methaodflect the impact of common sh

equivalents as if dilutive securities such as stoutions or warrants were exercised or convertemldommon stock.

The following is a reconciliation of the numerat@rsd denominators of the basic and diluted (losshirgs per share computations for
years ended March 31, 2007 and 2(

Year Endec
March 31, 200" March 31, 200¢

Numerator/ Denominator/ Numerator/ Denominator/

Net Income Shares Net Income Shares
Net (loss) income and shares used in basic caionl $ (383,109 30,39395 $ 783,82! 21,910,06
Effect of dilutive securitie- warrants - - - 243,05
Net (loss) income and shares used in diluted caticul $ (383,109 30,39395 $ 783,82! 22,153,11
(Loss) earnings per she- basic $ (0.09) $ 0.04
(Loss) earnings per she- diluted $ (0.07) $ 0.04

At March 31, 2007, outstanding stock options tachase 1,355,000 shares of common stock and watmptschase 7,122,774 shares of
common stock were excluded from the calculatiodilofted earnings per share because their impactdimave been anti-dilutive.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES , continued

[11] Reclassifications

Certain fiscal 2006 amounts have been reclasdifiednform with the fiscal 2007 presentation.
[12] Recently issued accounting standards

In July 2006, the FASB issued FASB InterpretatiNo. 48, "Accounting for Uncertainty in Incorfaxes -an interpretation of FAS
Statement No. 109" ("FIN 48"), which clarifiesettaccounting for uncertainty in tax positionghis Interpretation requires that
Company recognize inits financial statement® impact of a tax position, if that position ni®re likely than not of being sustained
examination, based on the technical meritghef position. The provisions of FIN 48 are efifex as of the beginning of the Compal
2008 fiscal year, with the cumulative effect of tlsbange in accounting principle recorded as an sagignt to opening retain
earnings. Adoption of FIN 48 is not expected tweha material impact on the Company's consolidfteshcial position, results of operatic
or cash flows.

In September 2006, the FASB issued Statement @fn€inl Accounting Standard 157, “Fair Value Meamants”,which defines fair valu
establishes a framework for measuring fair valueg@merally accepted accounting principles, and mdpadisclosures about fair va
measurements. Adoption is required for fiscal ydsginning after November 15, 2007, and interimople within those fiscal years. Ee
adoption of SFAS 157 is encouraged. Adoption oASRE57 is not expected to have a material impadherCompany's consolidated finan
position, results of operations or cash flows.

In September 2006, the staff of the SEC issued 8tadounting Bulletin No. 108 (“SAB 108\hich provides interpretive guidance on how
effects of the carryover or reversal of prior yesisstatements should be considered in quantifyiryraent year misstatement. SAB .
becomes effective for fiscal years ending after &nbker 15, 2006. Adoption of SAB 108 did not haveaterial impact on the Compasy’
consolidated financial position, results of opemasi or cash flows.

In December 2006, the FASB issued FASB Staff Rmsi(fFSP”) EITF 00-19-2 “Accounting for Registratid®>ayment Arrangements”KSF
EITF 00-19-2")which specifies that the contingent obligation take future payments or otherwise transfer considerander a registratic
payment arrangement should be separately recogrimddmeasured in accordance with SFAS No. 5, “Acting for Contingencies.”
Adoption of FSP EITF 00-19-02 is required for fisgaars beginning after December 15, 2006. AdoptibRSP EITF 00-12 is not expecte
to have a material impact on the Company's cora@dlfinancial position, results of operations asttflows.

NOTE C - RECEIVABLE FROM CLEARING BROKER

At March 31, 2007, the receivable from clearingkemoamount in the statement of financial conditiepresents the Company's cash bal
with its clearing broker.

NOTE D - SECURITIES OWNED AND SECURITIES SOLD, BUT NOT YET PURCHASED
Securities owned and securities sold, but not yetlmased, at March 31, 2007 consisted entirelyarketable equity securities.
NOTE E - FURNITURE, EQUIPMENT, CAPITALIZED SOFTWARE AND LEASEHOLD IMPROVEMENTS

Furniture, equipment, capitalized software anddball improvements, net, are summarized as follows:

March 31, 200°

Furniture and equipme $ 2,126,36
Capitalized softwar 218,00(
Leasehold improvemen 113,00!
Gross 2,457,37.

Accumulated depreciation and amortizat 1,979,29!
Net $ 478,07"

Depreciation and amortization expense totaled 8land $145,214 for the years ended March 31, 26672006, respectively.
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NOTE F - STOCKHOLDERS' EQUITY
[1] Private placements:
(a) January 2006 private placement

On January 10, 2006, the Company sold 6,581,78#eshaf its common stock for $2,000,000. There wsweunderwriting discounts
commissions paid in connection with the sale ofdtemon stock.

(b) November 2006 private placement

On November 28, 2006, the Company sold securitiespaurchase price of $.60 per unit. The units ist@d of common stock and warrant
purchase shares of common stock (the "Warrantdi® Company sold an aggregate of 9,575,325 sharesmimon stock and deliver
Warrants to purchase an aggregate of 4,787,664sb&our common stock, in exchange for gross pasef $5,745,190, pursuant to a pri
placement agreement (“Agency Agreement”) dated mt@4, 2006. The Warrants entitle the holdersuxchmse shares of the Company’
common stock for a period of five years from théedaf issuance at an exercise price of $.85 paesfide Warrants are redeemable by L
terms specified in the warrant agreement.

Under the terms of the Agency Agreement, the placgmgent received, among other compensation, faa@amission fee of four perci
(4%; or approximately $229,808) of the gross prdsee the Company of the securities sold. In addjtpursuant to the terms of the Age
Agreement, the Company agreed to issue to the pkactagent warrants to purchase common stock darjpgyiod of five years in an amo
equal to six percent (6%) of the Shares sold irptiveate placement (the "Placement Agent Warraniie 574,520 Placement Agent Warr,
are exercisable at $.60 per share.

The Companys net proceeds from the private placement wereB95%97, after deducting the placement agent casimission plus $32,185
legal fees and $2,500 of transfer agent fees aseacwith the private placement.

[2] Warrants:

The Company has 1,760,590 warrants outstandingddition to the Warrants issued in connection with private placement descril
above, which are exercisable for common stock aba@mcise price of $1.0494 per share and expi@909. The warrants may be redeeme
the Company at $.01 per redeemable warrant, upbles®than thirty days written notice, if the age of the closing sale price of the com
stock is at least $2.10 for a period of 20 conseeudays ending on the third day prior to the dzftéhe notice of redemption. Any right
exercise the warrant expires on the business dmeitrately preceding the date of redemption.

A summary of the Company's warrants and relateatimndtion for the years ended March 31, 2007 and 20@s follows:

Number of Weighted Averag:

Warrants Exercise Prict
Outstanding at March 31, 201 1,760,591 $ 1.049¢
Granted - -
Exercisec - -
Outstanding at March 31, 201 1,760,591 $ 1.049:
Granted 5,362,18. 0.823:
Exercisec - -
Outstanding at March 31, 20 7,122,77- $ 0.879!

Weighted average remaining mon
of contractual life at March 31, 20! 50
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NOTE G - STOCK OPTIONS

The Company has established a stock option plan"g805 Plan™), which provides for the grantingoptions to purchase up to an aggrega
2,000,000 shares of the Compasigbmmon stock, pursuant to which employees, ctargs| independent contractors, officers and dirscr:
eligible to receive incentive and/or nonqualifieédck options. Options granted under the 2005 Ptaregercisable for a period of up to 10 y
from the date of grant at an exercise price whgchat less than the fair value on the date of grextept that the exercise price of opt
granted to a stockholder owning more than 10% efahtstanding capital stock shall in no event Iss than 110% of the fair market valu
the stock covered by the option at the time théoopis granted and shall not be exercisable maae five years after date of grant. Opti
issued under the 2005 Plan will typically vest ogther a three or four year period from the anrsaey date of the grant. Exercises of opt
granted under the 2005 Plan will typically resualthie issuance of new common shares.

The Company recognized $55,843 of compensationrsepeelated to employee stock option grants ancdd®07of professional fees expe
related to director stock option grants duringykar ended March 31, 2007. As of March 31, 200&rethwas $431,656 of unrecognized stock-
based compensation expense that will be amortizedaweighted average period of 2.67 years.

The Company has computed the fair value of optgrasted using the BlacReholes option pricing model. Under SFAS 123(Rjeiitures ar
estimated at the time of valuation and reduce es@eatably over the vesting perid@él.iven that the Company granted options for thet fime
during the fiscal year ended March 31, 2007, thigalrforfeiture rate has been set at 0%his estimate will be adjusted periodically base
the extent to which actual forfeitures differ, ae e&expected to differ, from the previous estimalthe expected term of options grar
represents the estimated period of time that optgnanted are expected to be outstanding. GiventhleaCompanys shares have only be
publicly traded since May 3, 2005, the Company teexrl an expected volatility figure based on aeevof the historical volatilities, ovel
period of time, equivalent to the expected lifettoése options, of similarly positioned public comigs within its industry, during the ea
stages of their life as a public company. The figle- interest rate was determined from the impliedds from U.S. Treasury zempupot
bonds with a remaining term consistent with theeexed term of the options. Hudson has not paiddarigends in the past and does not ex
to pay any in the near future. In applying the Bi&choles option pricing model, the Company used fatlewing weighted averag
assumptions:

For the year ended
March 31, 2007

Risk free interest rate 4.82%
Expected term (years) 2.47
Expected volatility 65%

Expected dividends
Forfeiture rate

The weighted average estimated fair value of tbeksbptions granted during the year ended Marcl28Q7 was $0.38 per share.

As of March 31, 2006, the Company had not issugdagtions under the 2005 Plan. A summary of thaustaf the options issued under
2005 Plan during the year ended March 31, 2009rgsented in the table below:

Weighted
Weighted Average
Average Remaining
Number of Exercise Contractual Intrinsic
Options Price Term Value
Balance, March 31, 2006 - $ -
Granted 1,540,001 1.0C
Exercised - -
Forfeited (185,00( 1.01
Balance, March 31, 2007 1,355,000 $ 1.0C 32 % -
Exercisable, March 31, 2007 30,000 $ 1.1 44 $ -

There is no intrinsic value as of March 31, 200d¢e the closing price of the Company’s stock vess than the exercise price of any of the
outstanding stock options.
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NOTE G - STOCK OPTIONS, continued

A summary of non-vested options for the year erddadch 31, 2007 is presented in the table below:

Weighted
Average Total
Grant Date Grant Date
Options Fair Value Fair Value
Non-vested, March 31, 20( -9 - 3 =
Granted 1,540,00! 0.3¢ 577,60(
Vested (30,000 0.5¢ (17,400
Forfeited (185,000 0.3¢ (72,700
Non-vested, March 31, 20( 1,325,000 ¢ 037 $ 487,50(
The following table presents information relatedtock options at March 31, 2006:
Options Outstandin Options Exercisabl
Weighted
Average
Exercise Remaining Life
Price Shares In Years Shares

$ 0.9¢ 500,00( - -
1.0C 725,00( - -

1.1t 30,00( 4.4 30,00(

1.4¢ 100,00( - -

1,355,001 30,00(

NOTE H - INCOME TAXES
The Company files a federal income tax return @orsolidated basis with its whollywned subsidiaries, as well as state income taxnefr
certain jurisdictionsThe Company is subject to minimum taxes at theestad local level which are based on measures tiharincome.

these minimum taxes exceed the amounts based om&@cuch amounts have been included below.

The income tax (benefit) provision consists of filiowing:

Year Ended March 3:

2007 2006
Federal:
Current $ (162,790 $ 558,50(
Deferred 37,00( (121,500
State and loca
Current 29,36( 52,50(
Deferred 7,00( (20,500

$ (89,430 % 469,00(

The Company intends to carry back the current fegieral taxable loss against federal taxable incfsora the two prior years.
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NOTE H - INCOME TAXES, continued

For the years ended March 31, 2007 and 2006, theotad tax expense based on the statutory rar@mciled with actual tax expense
follows:

Year Ended March 3:

2007 2006
Expected tax expen: 34.(% 34.(%
State income ta
net of federal income tax effe (1.9 2.6
Non-deductible item: (7.3 4.6
Other (6.5) (3.7)
Actual tax expens 18.¢% 37.4%
The principal components of the net deferred taetaat March 31, 2007 are as follows:
March 31,
2007

Deferred taxes:

State net operating loss carryforwards $ 71,50(

Reserve for commissions receivable and bad debts 63,00(

Deferred rent 43,00(

Stock-based compensation 29,00(

Excess of tax over book basis of fixed assets 32,00(

Total gross deferred tax assets $ 238,50(

Excess of book over tax basis

of capitalized software (88,000

Net deferred taxes before valuation allowance 150,50(

Valuation allowance (71,500

Net deferred tax asset $ 79,00(

As of March 31, 2007, the Company has state netatipg loss carryforwards of approximately $1,208,0which expire in 2011 and 20
Prior to the Exchange, as discussed in Note ACmmpany had federal net operating loss carryforaardich, due to the merger with Huds
are no longer available to be utilized pursuarth®provisions of the tax law. A valuation allowarttas been established to offset a portic
the deferred tax asset to the extent the Compasyhbidetermined that it is more likely than naittthe future tax benefits will be realiz
During the year ended March 31, 2007, the valuadimwance increased by $25,500.

NOTE | - SALARY REDUCTION RETIREMENT PLAN

The Company sponsors a 401(k) Savings Plan (thé@ri§aPlan™) which covers all eligible employeeartRipants may contribute no less t
1% and up to the maximum allowable per the IntefRallenue Service regulations. In addition, the Camypmay make discretion

contributions to the Savings Plan, subject to daeiftenitations. For the years ended March 31, 2808@ 2006, the Company made no matc
contributions.
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NOTE J - COMMITMENTS AND CONTINGENCIES :
[1] Leases

On April 4, 2006, Hudson entered into an agreen@sublease an additional 26,875 rentable squateofeoffice space in Jersey City, N
Jersey. The sublease is guaranteed by HoldingleBse commenced on June 21, 2006 and expires amsA&@g, 2012.

On February 1, 2007, the Company entered into egeagent to sublease an additional 2,744 rentabiaredeet of office space in Tinton Fe
New Jersey. The lease commenced on March 1, 2GD@&xpires on March 31, 201

The Company now leases office space at two Jerggy lew Jersey locations and two satellite locatioThe Company occupied the t
Jersey City location during September 2006. Inhes€ompany'’s intention to maintain the originalségrCity office space as a bagf-site unti
November 2007, when the lease expi

As of March 31, 2007, the Company had a deferradddiability of $108,443 which represents the egcef rent expense recognized (
straightline basis over the term of the leases as comparedsh rental payments and is included in accexgenses and other liabilities on

Statement of Financial Condition.

Future minimum commitments related to non-cancelapkrating leases as of March 31, 2007 are as®li

Years Ended Office Equipment
March 31, Leases Leases Total
2008 $ 702,00 $ 104,000 $ 806,00(
2009 489,00( 70,00( 559,00(
2010 559,00( 4.,00( 563,00(
2011 524,00( - 524,00(
2012 593,00( - 593,00(
Thereafter 239,00( - 239,00(
$ 3,106,000 $ 178,000 $ 3,284,00!

Rent expense, net of sublease income, was appriin®i,215,000 and $523,000 for the years endediVial, 2007 and 2006, respectively.
[2] Employment agreements:

On January 4, 2007, Hudson entered into five yegsleyment agreements, effective as of January @7 2@ith Mr. Martin C. Cunningha
and Mr. Keith R. Knox, whereby each will continue their present positions, Chief Executive Officard President, respectively. |
Cunningham and Mr. Knox are key employees of thengany and these employment agreements are deemtssl commitments of tl
Company. The agreements provide that each shalvea salary of $200,000 per year, plus a fornmalsed annual bonus. In addition,
Company entered into a two year employment agreemiém another key employee, effective as of Decerriy 2006, which provides that
employee shall receive a salary of $150,000 per. yea

Future minimum salary commitments pursuant to tleesployment agreements are as follows:

Years Ended

March 31,
2008 $ 550,00
2009 500,00
2010 400,00(
2011 400,00(
2012 300,00

Thereafter R



$ 215000
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NOTE J - COMMITMENTS AND CONTINGENCIES, continued
[3] Letter of credit:

In connection with the new Jersey City office lease April 20, 2006 Hudson deposited a greer $225,000 irrevocable standby letter of ¢
with the landlord as security, which automaticattipews for additional ongear terms, unless sixty days written notice is/jgled. Pursuant

the lease agreement, Hudson is required to maithaimetter of credit until sixty days followingetexpiration of the lease. On April 5, 2C
Hudson deposited $225,000 with the issuing findnostitution in the form of an automatically renalle, fourteermonth time deposit,

order to collateralize the letter of credit. Th@aei deposit, plus accrued interest, is includedasheestricted on the accompanying stateme
financial condition.

[4] Contingencies:

The Company has been named as a defendant in saoatine actions that are incidental to its atiégi as a brokedlealer including civ
actions and arbitration. From time to time, the @any is also involved in proceedings and investigat by selfregulatory organizatior
Although the ultimate outcome of these matters lwving the Company cannot be predicted with cerjaimhanagement believes it |
meritorious defenses to all such actions and irggaddefend each of these actions vigorously. Aigfothere can be no assurances that
matters will not have a material adverse effecth@results of operations or financial conditiortttdé Company in any future period, depen
in part on the results for such period, in the apirof the Companyg management, the ultimate resolution of such astamainst the Compa
will have no material adverse effect on the Com{mfigancial condition.

NOTE K - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requiremeimicluding the SEC's Uniform Net Capital Rule SRile 15¢31), which is intended
ensure the general financial soundness and liquafitorokerdealers by requiring the maintenance of minimunele\f net capital. The
regulations place limitations on certain transatdicsuch as repaying subordinated borrowings, pas@sh dividends, and making loans ti
parent, affiliates or employees. Broldgalers are prohibited from such transactions whichld result in a reduction of its total net capic
less than 120% of its required minimum net capilbreover, brokedealers are required to notify the SEC before emgeinto sucl
transactions which, if executed, would result ireduction of 30% or more of its excess net caffitat capital less the minimum requireme
The SEC has the ability to prohibit or restrictlsti@nsactions if the result is detrimental tofihancial integrity of the broker-dealer.

At March 31, 2007, Hudson had net capital of $8,888 under the alternative method, which was $7(3in excess of its required
capital of $1,000,000.

NOTE L - SUBSEQUENT EVENTS
[1] Stock option grant:

In May 2007, Hudson granted noguoalified stock options to a consultant pursuanth® 2005 Stock Option Plan. The grant enable
consultant to purchase 250,000 shares of commak stioan exercise price of $0.80 per share, whiah the market value on the date of
grant. Vesting occurs over three years and theogtéexpire in November 2010. This option was ilijtimalued at $85,000 or $0.34 per st
utilizing the Black-Scholes option pricing modeldawill be amortized to stockased compensation over the three year vestingcén
accordance with Emerging Issues Task Force proranent No. 96-18 -Accounting for Equity Instruments That are Issueddther tha
Employees for Acquiring, or in Conjunction with B, Goods or Services” (“EITF 96-18"Dn a quarterly basis, Hudson will recalculate
current fair value of the unvested options on akatammarket basis, and an adjustment will be recordexlitoent period amortization in ort
to properly reflect the cumulative amortization thie current fair value of the unvested options ofrer elapsed vesting period. Fil
adjustments to fair value will be made at eachingslate.
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EXHIBIT 21

SUBSIDIARIES OF HUDSON HOLDING CORPORATION

The following is a list of all subsidiaries of HuatsHolding Corporation and the state of incorpaati

° Hudson Securities, Inc., a Delaware corporation

° Hudson Technologies, Inc., a Delaware corporation




EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Martin C. Cunningham, certify that:
(1) I have reviewed this annual report on Form 1%Bkof Hudson Holding Corporation;

(2) Based on my knowledge, this report does notainrany untrue statement of a material fact ortdmstate a material fact necessary to n
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

(3) Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects, the financial condition, results of opers and cash flows of the registrant as of, amdthe periods presented in this report;

(4) The registrant's other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our supervision, to
ensure that material information relating to thgisgrant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidfig report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees) as of the end of the period covered by #psnt based on such evaluation; and

c) Disclosed in this report any change in the tegig's internal control over financial reportifgt has occurred during the registrant's most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant's internal control over financial

reporting;

(5) The registrant's other certifying officer ankave disclosed, based on our most recent evatuatimternal control over financial reporting,
to the registrant's auditors and the audit committiethe registrant's board of directors (or pesguerforming the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cositoekr financial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and refreincial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant's internal
controls over financial reporting.

Date: June 28, 2007 /sl Martin C. Cunningham

Martin C. Cunningham
Chairman of the Board
and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Keith R. Knox, certify that:
() I have reviewed this annual report on Form 1EBKof Hudson Holding Corporation;
(2) Based on my knowledge, this report does notaiorany untrue statement of a material fact ort@émstate a material fact necessary to n
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by

this report;

(3) Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects, the financial condition, results of opers and cash flows of the registrant as of, amdthe periods presented in this report;

(4) The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedaotes designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidfig report is being prepared;

b) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

c) Disclosed in this report any change in the ttegig's internal controls over financial reportthgt has occurred during the registrant's most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant's internal control over financial

reporting;

(5) The registrant's other certifying officer andave disclosed, based on our most recent evatuatimternal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesgeerforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal costovkr financial reporting which are
reasonably likely to adversely affect the registsability to record, process, summarize and refimaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant's internal
controls over financial reporting.

Date: June 28, 20C /sl Keith R. Knox

Keith R. Knox
President and Secretary
(Principal Financial Accounting Officer)




EXHIBIT 32.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

PURSUANT TO 18 U.S. C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Annual Report of Hudson HiaddCorporation, (the "Company") on Form 10-KSB floe period ended March 31, 2007
as filed with the Securities and Exchange Commiseiothe date hereof (the "Report"), I, Martin @n@ingham, Chairman of the Board and
Chief Executive Officer of the Company, certify,rpuant to 18 U.S. C. Section 1350, as adopted potsa Section 906 of the Sarbari@sley
Act of 2002, that, to my knowledge:
(1) The Report fully complies with the requiremeotsSection 13 (a) or 15 (d) of the Securities Euie Act of 1934; and
(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the

Company.

Date: June 28, 20C /s/ Martin C. Cunningham

Martin C. Cunningham
Chairman of the Board
and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 32.2

CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER

PURSUANT TO 18 U.S. C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Hudson HiaddCorporation, (the "Company") on Form 10-KSB floe period ended March 31, 2007
as filed with the Securities and Exchange Commiseinthe date hereof (the "Report"), |, Keith RoknPrincipal Financial Officer of the
Company, certify, pursuant to 18 U.S. C. Sectiob(l.&s adopted pursuant to Section 906 of the Basb@xley Act of 2002, that, to my
knowledge:
(1) The Report fully complies with the requiremeotsSection 13 (a) or 15 (d) of the Securities Euie Act of 1934; and
(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the

Company.

Date: June 28, 20C /s/ Keith R. Knox

Keith R. Knox
President and Secretary
(Principal Financial Accounting Officer)




EXHIBIT 99.1
PRESS RELEASE

Contacts:

Martin C. Cunningham Keith R. Knox

Chairman & CEO President

201-216-0100 201-216-0100

FOR IMMEDIATE RELEASE June 29, 2007

HUDSON HOLDING CORPORATION CONTINUES EXPANSION

Jersey City, NJ, June 29, 2007: Hudson Holding Cogration (OTC Bulletin Board: HDHL.OBNews) announced that it filed its results
the fiscal year ended March 31, 2007 with the Sgearand Exchange Commission today. For the yede@& March 31, 2007, Hudsan’
revenues increased 3% to $20.9 million, from $20ilfion in the prior year. A net loss of $383 thans or $0.01 per share for the fiscal !
ended March 31, 2007 compares to net income of $§¥@4sand or $0.04 per share for the fiscal yede@mMarch 31, 2006. The increase in
fixed cost base associated with expanding Hudstuture trading capacity, including the overheadoaiated with the new, larger and n
technologically advanced trading floor, the shertm duplication of headquarters lease expenseaadditional salaried personnel, exceedet
incremental revenues.

Stockholdersequity increased to $13.3 million at March 31, 2@87compared to $8.1 million at March 31, 2006nprily due to a Novemb
2006 private placement of equity securities. Addi#il financial details are available in the taliletow, attached and in the CompaniForn
10-KSB.

Year Ended
March 31,
2007 2006
Revenues $ 20,851,51 $ 20,224,28
Net (loss) incom $ (383,109 $ 783,82
Basic and diluted EPS $ (0.01) $ 0.04
At March 31,
2007 2006
Stockholders' equity $ 13,263,51 $ 8,092,68:
Total assets $ 23,033,28 $ 10,865,86

“Our goal for this past year was to expand our nereegenerating capacity ” said Marty Cunninghamgsdéin’s Chairman and Chief Execut
Officer. “In September, we occupied a new, statghefart 140 seat trading floor and in November,clesed on grivate placement of equ
securities, with net proceeds of $5.5 million. ”.MBunningham continuedOur goal during the current year is to begin tdizeaour full
revenue potential, through further investment&ohhology and expansion of our professional tradimd) sales staff.”

Hudson Holding Corporation is a holding company amdhe parent of Hudson Securities, Inc. and Hod$echnologies Inc.. Huds
Securities is a registered brokdgaler under the Securities Exchange Act of 193dember of the National Association of Securitiesa@rs
Inc. and. meets the liquidity needs of brokers |etsainstitutions, and asset managers by makindetsin over 9,000 Nasdaq, ndblasdai
OTC, listed and foreign securities, with particigapertise in trading Nasdag SmallCap, OTC BullBirard, and Pink Sheet securities. Huc
Technologies provides technology services to Hudsecurities and client companies.

Certain statements contained herein constitute Ward-looking statementsiithin the meaning of the Private Securities Litiga Reform Ac
of 1995. These forward-looking statements are bamedcurrent expectations, estimates and projectiaheut the Compang’ industry
management’s beliefs and certain assumptions mgdaamnagement. Readers are cautioned that any swelafdlooking statements are r
guarantees of future performance and are subjeateidain risks, uncertainties and assumptions tha difficult to predict. Because st
statements involve risks and uncertainties, theaatesults and performance of the Company magdiffaterially from the results expres
or implied by such forward-looking statements. @itleese uncertainties, readers are cautioned nqtlage undue reliance on such forward-
looking statements. Unless otherwise required lwy, lhe Company also disclaims any obligation to atpdts view of any such risks



uncertainties or to announce publicly the resulal revisions to the forwarkboking statements made here; however, readersldheuiew
carefully reports or documents the Company filesopkcally with the Securities and Exchange Cominiss




HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended March 31,

2007 2006

Revenues:
Trading gains, net $ 17,924,17 $ 17,621,67
Commissions 2,665,43 2,539,73
Interest and other income, net 261,90! 62,87:
20,851,51 20,224,28

Expenses:
Salaries and related costs 3,457,88: 2,948,86.
Commissions and clearing charges 9,395,29. 9,327,59i
Communications 5,517,06! 4,584,85!
Occupancy 1,215,46: 522,77
Professional fees 549,79. 551,84
Business development 393,85( 390,38:
Other 794,70 645,14:
21,324,05 18,971,46
(Loss) income before income taxes (472,539 1,252,82!
Income tax (benefit) provision (89,430 469,00(
Net (loss) income $ (383,100 $ 783,82
(Loss) earnings per share - basic $ (0.00) $ 0.04
(Loss) earnings per share - diluted $ (0.0)) $ 0.04
Weighted average number of shares outstandinge bas 30,393,95 21,910,06

Weighted average number of shares outstandingtedil 30,393,95 22,153,11




HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

ASSETS
Cash and cash equivalents $ 5,112,27!
Cash-restricted 235,83°
Receivable from clearing broker 945,03:
Securities owned, at fair value 14,188,74
Income taxes receivable 613,26t
Furniture, equipment, capitalized software anddbafd improvements, net 478,07
Deferred tax asset 79,00(
Other assets 269,87
Goodwill 1,111,127
$ 2303328
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased, at faineal $ 8,266,39!
Commissions payable 628,08t
Accrued expenses and other liabilities 875,28
Total liabilities 9,769,77.
Commitments and contingencies
Stockholders' equity:
Preferred stock, $0.001 par value,

1,000,000 shares authorized, none issued -
Common stock, $0.001 par value; 100,000,000 stargmrized;

36,725,185 shares issued and outstanding 36,72t
Additional paid-in capital 12,217,12
Retained earnings 1,009,66:

Total stockholders' equity 13,263,51

s 2308328






