


























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 37% 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 72-1% of our common stock. In the event that thedéviduals vote together on any or all issues, ydlulvave no effectiv
voice in our management. Accordingly, these foulividuals could substantially influence the outcoaieany matters submitted to a vote
our stockholders and have the ability to deternailhenanagement policy and financing decisions.

Future sales of our Common Stock could put downwalithg 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 recently issued shares to tovesind shares issuable upon exercise of warreotsd have an adverse affect on our stock
price.

In a November 2006 private placement, the Compsasweid 9,575,325 shares of Common Stock, 4,787r@étor warrants with an exerc
price of $0.85 and 574,520 placement agent warnaitksan exercise price of $0.60. In addition, d&eotl,760,590 warrants with an exer
price of $1.0494 remain outstanding. Subsequetite@rivate placement, 7,908,655 shares of Comniaeck@nd 3,954,329 shares of Comi
Stock issuable upon exercise of warrants with agrase price of $0.85 were registered by the Comp@&iven the effectiveness of 1
Registration Statement, such investors now havaltiiy to sell such shares without any volumenesons.

In a June 2008 private placement, the Company @s8@00,000 shares of Common Stock and a warraptitchase 4,000,000 shares &
exercise price of $0.75 per share. The securite®wold subject to a registration rights agreemdmnth mandates that the Company us
commercially reasonable efforts to file a registraistatement within 30 days of the closing andltain effectiveness within 90 days after
closing (120 days if the SEC reviews the registrattatement).+

The price of our common stock could significantBctine if such investors elect to sell their sharethe market at times when there are r
corresponding number of investors willing to pumdauch shares. In addition, the large number tftanding warrants will likely cause
overhang on the market and prevent the market pfittee Common Stock from rising above the warex@rcise price.

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 BulRoard (the "OTCBB") involve a manual processd dhe market information for su
securities cannot be guaranteed. In addition, qudéemation, or even firm quotes, may not be alzi. 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 osddihis 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. Consgty@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 exdcated current prices may differ significantly frdhe price one was quoted by the OT(
at the time of one's order entry.
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There is a limitation in connection with the editiand canceling of orders on the OTCBB.

Orders for OTCBB securities may be canceled oredditke 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 ketalcancel or edit one's order. Consequently, mag not able to sell shares of
Common Stock at the optimum trading prices.

The large number of restricted stock shares antoptto purchase shares that have been grantedpemdcontinue to be granted, to new and
existing employees may dilute the ownership intexesxisting shareholders and may adversely affexstock price.

As of March 31, 2008, options to purchase 3,495 §lires of common stock are outstanding, 8,361s6@6es of unvested restricted s
have been issued and an additional 12,143,334 shaeeavailable for issuance as awards under @& Ptan and 2007 Plan. The 2005 |
and 2007 Plan have been registered. Given theteHeess of the Registration Statement, the holtave the ability to sell the shares u
exercise of the options or the vesting of restda®ck. The price of our common stock could sigaiftly decline if such investors elect to
their shares in the market at times when therenatr@ corresponding number of investors willingptachase such shares. In addition, the
number of outstanding options will likely causea@rhang on the market and prevent the market pfitee Common Stock from rising ab
the option exercise 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& grice for shares of our Comrr
Stock on the OTCBB. Due to the foregoing, demanmaf@res of our Common Stock on the OTCBB may loeedsed or eliminated.

Shares eligible for future sale may adversely affiee market.

In addition, from time to time, certain of our skbolders may be eligible to sell all or some ofittshares of common stock by mean
ordinary brokerage transactions in the open maslketuant to Rule 144, promulgated under the Séesirct of 1933, as amended, which
refer to herein as the Securities Act, subjectddain limitations. Approximately 11,673,000 shabedd for more than 6 months by non-
affiliates shares may be available for public saihout regard to volume limitations and by meaf®mlinary brokerage transactions in
open market pursuant to Rule 144,

In general, pursuant to Rule 144, after satisfyéngixmonth holding period: (i) affiliated stockholderr(stockholders whose shares
aggregated) may, under certain circumstanceswiiin any threemonth period a number of securities which doesexoted the greater
1% of the then outstanding shares of common sto¢kepaverage weekly trading volume of the claginduthe four calendar weeks priol
such sale and (ii) noaffiliated stockholders may sell without such liatibns, provided we are current in our public réipgrobligations. Rul
144 also permits the sale of securities by noriat#fis that have satisfied a opear holding period without any limitation or réstion. Any
substantial sale of our common stock pursuant te R44 or pursuant to any resale prospectus mag dawaterial adverse effect on the me
price of our securities.

Item 2. Description of Property

Our corporate headquarters are located in 26,87arsgfeet 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. In addition, we maintaiding and sales offices in Tinton Falls, New Jer@ed Boca Raton, Florida. Our offit
include a total of 176 trading stations: 140 atduggrters in New Jersey, 16 in Tinton Falls anéhZBlorida.
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Item 3. Legal Proceedings

The Company has been named as a defendant in saaitiions relating to its activities as a bro#ealer including a civil action anc
regulatory investigation. On May 5, 2008, Hudsonereed a letter from FINRA alleging a failure topsuvise and implement writt
supervisory procedures related to trading and ntameding and antinoney laundering rules. There is no indication bhtvamount of fines
sanctions FINRA may demand in connection with tredksgations. On June 16, 2008, Hudson submittesgonse to FINRA. Hudson intel
to contest this matter vigorously. From time to gjnthe Company is also involved in arbitrations gmdceedings by setegulaton
organizations. Although the ultimate outcome ofsthenatters involving the Company cannot be prediiatigh certainty, management belie
it has meritorious defenses to all such actionsiatehds to defend each of these actions vigoroddthough there can be no assurances
such matters will not have a material adverse effecthe results of operations or financial comditof the Company in any future peri
depending in part on the results for such perindhé opinion of the Company's management the atémesolution of such actions agains
Company will have no material adverse effect onGbenpany's financial condition.

Item 4. Submission of Matters to a Vote of SecurityHolders

On February 13, 2008, our Board of Directors adib@ed approved an increase in the number of studrdse Company's Common St
reserved for issuance under the 2007 Long-Termnibhae Compensation Plan (“2007 Plarffdm 10,000,000 shares to 22,000,000 share
March 4, 2008, a majority of consenting stockhadadopted and approved the increase in the 200V aRithorized shares pursuant to
Written Consent. After giving effect to this incsea as of March 31, 2008, there were 12,143,33¢eslavailable for issuance as awards L
the 2007 Plan.
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PART Il

Item 5. Market for Common Equity and Related Stocklolder Matters and Issuer Purchases of Equity Secuties

Market for Common Equity

Our common stock has been listed and quoted o®@ 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 286 holders of record of our common stecéfalune 20, 2008.

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

Board:

Fiscal Year 2007

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

Fiscal Year 2008

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

High Low

20C $ 1.4¢
1.6C 0.9¢
1.0C 0.7¢C
1.1¢ 0.7¢C
08C $ 0.4t
0.5¢ 0.3t
0.4t 0.2
0.7¢ 0.4C

The high and low sales prices as reported on th@ Bdlletin Board on June 20, 2008 were both $0.45.

We have not declared or paid any cash dividendswsncommon 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.

Securities Authorized for Issuance under Equity Compensation Plans

Equity compensation plans approved by securitydrsid

Equity compensation plans not approved by sechotgers

Total

Number of securities
Number of securities remaining available for
be issued upon exerc Weightedaverage exerci¢c future issuance under
of outstanding option price of outstanding equity compensation pla
warrants and rights options, warrants and rigl  (excluding securities

(@) (b) reflected in column (a))
3,495,001 $ 0.9C 12,143,33
7,122,717 0.8¢ -

10,617,77. % 0.8¢ 12,143,33

The table above reflects the status of the Compaquity compensation plans as of March 31, 2008.

Recent Sales of Unregistered Securities



During the period covered by this report, we did issue any securities that were not registerecutite 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.
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Recent Repurchases of Common Stock

There were no repurchases of our common stock gitine fourth quarter of the fiscal year coveredhiy report.
Item 6. Selected Financial Data

Pursuant to Item 301 (c) of Regulation S-K, werastrequired to provide information under this item

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

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

Results of Operations — Quarter Ended March 31, 2@Compared to Quarter Ended March 31, 2007

Consolidated Statement of Quarter Ended  Quarter Ended
Operations Data: March 31, 200¢  March 31, 2007
(unaudited) (unaudited)
Commissions and fees $ 4,930,300 $ 966,08!
Trading gains, net 4,541,801 4,308,70°
Interest and other 397,02: 121,84(
Total revenues $ 9,869,13' $ 5,396,63;
Net income (loss $ 381,51« $ (391,299

We had overall revenues consisting of net tradiamg commission and fee revenue, plus interestatinel income of approximately $!
million for the 2008 fourth quarter, as comparedatgproximately $5.4 million for the 2007 fourth gige. Commission and fee reven
increased to $4.9 million from $1.0 million durinige prior fiscal year, due to a significant expansof our institutional sales effort. T
increase in commission revenues is consistent avitincrease in the number of sales personnel fl@o B7. Net trading gains increase:
approximately $4.5 million from approximately $48llion during the prior year fourth quarter. Othewenues increased to $0.4 million
the three months ended March 31, 2008 from $0.llomitluring the three months ended March 31, 2@@imarily due to an increase in refe
fees from introducing brokers.

We had overall expenses of approximately $9.2 omllior the 2008 fourth quarter, as compared to @pprately $6.0 million for the 20(
fourth quarter. Salaries and related costs incrkése1.9 million from $1.0 million during the prigear fourth quarter, primarily due to
increase in salaried technology, trading, marketing sales personnel, salary increases, recruitcentives, plus an increase in stdmse:
compensation expense. Trader and salesperson csionsisvere $4.5 million (45% of revenues) for tl®& fourth quarter compared to $
million (45% of revenues) for the 2007 fourth geartan increase of $2.1 million or 84%. Executiod alearance charges of $0.5 million (
of revenues) for the three months ended March 308 Increased compared to $0.4 million (7% of rexs) for the three months ended M:
31, 2007, an increase of $0.1 million or 25%. Comivations costs were flat for the three months dridarch 31, 2008 and 2007, with e
costing $1.3 million. Occupancy expenses remaiettively the same for the three months ended Maict2008 and 2007, with each cos
approximately $0.3 million. Professional fees irsed to approximately $0.3 million from approxintat®0.2 million during the prior ye
fourth quarter. Business development expensesdseteto approximately $0.2 million from approxiniat®0.1 million during the prior ye
fourth quarter. Other expenses increased to $0l®mfor the three months ended March 31, 2008nfi$0.2 million during the three mon
ended March 31, 2007.

We had a pre-tax profit of $0.7 million for the B®urth quarter, as compared to a $0.6 million-taseloss for the 2007 fourth quar
primarily as a result of the increase in revenlesome taxes are an expense of $0.3 million duttireg2008 fourth quarter, as compared
benefit of $0.2 million during the 2007 fourth qgtear primarily due to the increase in the pa®-results. We had net income of $0.4 mil
during three months ended March 31, 2008 comparadet loss of $0.4 million during the three maerghded March 31, 2007.
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Results of Operations — Fiscal Year Ended March 32008 Compared to Fiscal Year Ended March 31, 2007

Consolidated Statement of Year Ended Year Ended
Operations Data: March 31, 200  March 31, 2007
Commissions and fees $ 10,070,06 $ 2,665,43
Trading gains, net 15,541,70 17,924,17
Interest and other 1,157,07. 261,90¢
Total revenues $ 26,768,84 $ 20,851,51
Net loss $ (1,602,29) $ (383,109

We had overall revenues consisting of net tradiaigmgy commission and fee revenue, plus interestodimel income of approximately $2
million for fiscal 2008, as compared to approxiniai®20.9 million for fiscal 2007. Commission andefeevenues increased to $10.1 mil
from $2.7 million during the prior fiscal year, die a significant expansion of our institutionalesaeffort. The increase in commiss
revenues is consistent with an increase in the eurobsales personnel from 29 to 37. Net tradinmgaecreased to approximately $:
million from approximately $17.9 million during thaior fiscal year, primarily due to an approxinigt®600,000 loss associated with a sii
trading error, other proprietary trading losses argeneral decline in market activity associateith nécent market turbulence. Other reve
increased to $1.2 million from $0.3 million durifigcal 2008, primarily due to an increase in redefees from introducing brokers.

Our cost structure consists of both variable casish as commissions, execution and clearing chaagel fixed costs, such as salaries
related costs (including payroll taxes and bengfié®@mmunications (quote, trading, order managenagmt telecommunication service
occupancy (rent, electricity, maintenance and esthte taxes) professional fees (attorneys andtcasi business development (tra
entertainment and advertising) and other operatogis. From a compensation perspective, roughly db%ur employees are salaried, w
most of our traders and salespersons receive revesged commission payments.

Despite the increase in overall revenues, we haré-#ax loss of $2.6 million as compared to a $0ilion pre-tax loss during the prior year,
expenses increased by $8.0 million, primarily assult of a $4.3 million increase in commissiontsggommissions, execution, and clea
costs) and a $1.8 million increase in salariesrafated costs, primarily due to an increase inreaaechnology, trading, marketing and s
personnel, salary increases, recruiting incentipkss an increase in stock-based compensation egp&rader and salesperson commiss
were $12.7 million (48% of revenues) in the currésttal year compared to $8.6 million (41% of rewes) in the prior fiscal year, an incre
of $4.1 million or 47%, primarily due to the incesain the revenue mix toward highgayout riskless commission revenues. Executior
clearance charges of $2.0 million (8% of revenueshe current fiscal year increased compared t8 &iillion (9% of revenues) in the pr
fiscal year, an increase of $0.2 million or 12%marily due to the impact of proprietary trading$es Communication costs were $5.0 mill
in the year ending March 31, 2008 compared to $dilson in the prior fiscal year. Professional feeere $1.1 million compared to $
million in the prior year, primarily due to the sourcing of certain functions plus an increaserifgssional services devoted to regula
compliance requirements. Business development eggenere $0.7 million in the year ending MarchZ18 compared to $0.4 million in 1
prior year, due to an expansion of our marketirigref. Other expenses were $1.1 million in the yarading March 31, 2008 compared to ¢
million in the prior year, due to increased amati@n costs associated with our internally devedbgeftware and the timing of cert
regulatory assessments.

We had a net loss of $1.6 million during fiscal 8afbmpared to a net loss of $0.4 million during phier year. Income taxes are a benef
$1.0 million during fiscal 2008, as compared tceadfit of $0.1 million during the prior year, prinig due to the decline in the pre-tax results.
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Liquidity and Capital Resources

As of As of
Consolidated Balance Sheet Data: March 31, 200¢  March 31, 2007
Working capital $ 6,637,690 $ 11,089,54
Total assets $ 17,323,53 $ 23,033,28
Total liabilities $ 5,248,141 $ 9,769,77.
Stockholders' equity $ 12,075,39 $ 13,263,51

Recent Developmer

On June 20, 2008, the Company closed on a privatzment of $4 million of securities, with net peeds to Holding of $3.9 million aft
deducting offering costs. In connection with thévgte placement, the Company issued 8,000,000 stareommon stock and delivere
warrant to purchase an aggregate of 4,000,000 slo&ieur common stock. The warrant entitles thel@oto purchase shares of the Company’
common stock for a period of five years from theedzf issuance at an exercise price of $0.75 pemesh

The Company intends to use the proceeds to enhaoidéng capital reserves in order to pursue varisiategic opportunities as they ar
including the acquisition of complementary busiessand the recruitment of additional proven prodiice

The discussion below does not reflect the addiviotinis additional capital.
Working Capital

During the past fiscal year, our working capitalrent assets less current liabilities) decline@@® million from $11.1 million, primarily as
result of $3.0 of incentives provided to new retsu$0.8 million used for capital expenditures &@d6 million associated with our net |
($1.6 million), after adjusting for nocash items ($1.0 million). We have not declared paidl, nor do we expect to declare and pay il
intermediate future, any dividends on our commaglstCurrent assets include cash and cash equisaleceivable from clearing broker (c
on deposit with our clearing broker), marketableusities owned, income taxes receivable, and cedtlier assets. Current liabilities incl
securities sold but not purchased, commissionstgaymd accrued expenses.

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 whi issuing financial institution in the fo
of an automatically renewable fourteen-month tirepasit.

Our requirement for funding is, and will be, drivby both working capital and regulatory net capr@juirements associated with cur
operations, recruiting incentives, the enhancenoérdur technology, software development, and byeptal future expansion into rela
activities and possible acquisition opportuniti8ee Note K to the consolidated financial statemtartadditional details related to regulat
net capital requirements. We expect that any diant expansion or acquisition opportunities wéljuire additional subordinated deb
common stock issuances in order to maintain thaired levels of working capital or net capital. Tleean be no assurance that we wil
successful in attracting such funding.

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 masltich is now running at a rate
approximately $50,000 per month. The purpose ofhfelogies is to perform software development arhrielogy services, both for {
Company and for customers. Our contractual comnmitsneonsist primarily of office and equipment leaselus certain employme
agreements (see the table on the next page).

Our cash position increased by $1.1 million to $8&ition during the fiscal year ended March 31, &08fter increasing by $4.6 million duri
the fiscal year ended March 31, 2007. Howevehdusd be noted that our cash position is primagiffunction of how much of our funds
invested in marketable securities or on deposh witr clearing broker.

Operating Activities

Net cash provided by operating activities was $iilion during fiscal 2008, primarily due to a $&dllion decrease in net securities positi
and a $0.2 million decrease in the current incoame¢ceivable, partially offset by a $1.5 milliorciease in the receivable from clearing br



balance and $0.6 million generated from our net (§4.6 million), after adjusting for naash items ($1.0 million). Net cash used in opeg
activities was $0.2 million during fiscal 2007, parily due to a $2.6 million increase in net setesipositions and a $1.2 million increas
the current income tax receivable, partially offegta $3.9 million decrease in the receivable frdearing broker balance and $0.1 mill

generated from our net loss ($0.4 million), aftéjuating for non-cash items ($0.5 million).
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Investing Activitie:

Net cash used in investing activities was $0.8iamlland $0.7 million during fiscal years 2008 a2, respectively. During fiscal 2008 :
2007, the usage of cash included the purchase.afiillion and $0.2 million of furniture, equipmerand leasehold improvements, and

million and $0.2 million of capitalized softwarependitures plus in fiscal 2007 another $0.2 milleais set aside as restricted cash in orc
collateralize the letter of credit issued in fawbthe landlord of the new headquarters spaceentisiely.

Financing Activities

Net cash provided by financing activities was $Bilion during fiscal 2007, due to private placertseeaf common stock and warrants. Mos
the stock sold during fiscal 2007 was subject tgisteation rights and a registration statement weffiective on April 5, 2007 related
7,908,655 common shares plus 3,954,329 commonsshaderlying warrants.

Contractual Obligations

In connection with our operating activities, we entinto certain contractual obligations. Our futwash payments associated with
contractual obligations are summarized below:

Payments due in

For the years ended March 31, 2009 2010-2011 2012-2013  Thereafter Total
Office leases $ 489,00( $ 1,046,001 $ 786,00( $ - $ 2,321,00
Equipment leases 78,00( 18,00( - - 96,00(
Employment agreements 2,250,00! 800,00( 300,00( - 3,350,00!
$ 2,817,000 $ 1,864,000 $ 1,086,000 $ - $ 5,767,00

Off-Balance Sheet Arrangements

As of March 31, 2008, 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 finhmustitution 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 Financi@te®nents" included in this Form X0-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 thesdisies, 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 constédidefinancial 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

Commissions and fees include agency commissionsessdearned on riskless principal trades. Riskleiseipal trades are transacted thrc



the firm’s proprietary account with a customer aritehand, resulting in no market risk to the firm.
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Securities owned and securities sold, but not yetlmased, are stated at market value with thetregulnrealized gains and losses reflected in
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 Hudseel,lgenerally by using the mar
capitalization of the Company as an indicator af¥alue, since Hudson currently represents thetsigaificant component of the consolide
entity. Impairment is potentially indicated wher ttarrying value of Hudson, including goodwill, erds its fair value. If potential impairm
were indicated, the fair value of Hudson would beasured against the fair value of its underlyingetsand liabilities, excluding goodwill,
estimate an implied fair value of Hudsergoodwill. If the fair value was less than thergiag value of goodwill, an impairment would
recorded. As a result of its assessment, the Coyipas determined no such potential impairment wegated during the year ended Me
31, 2008.

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"). SEAlo. 109 requires that the Company recognize dafdax liabilities and assets for
expected future tax consequences of items that haea included or excluded in the financial stateimer 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. AMafch 31, 2008, the Company has a $113,000 valuatiowance related to certain state
operating loss carryforwards which expire in 204013 and 2014.

Stock-based compensation

Commencing with the first issuance of stock optiondVay 26, 2006, the Company accounts for stodlong issued under the recognition
measurement principles of Statement of Financialofiating Standards No. 123 (revised 2004), “Shasel Payment”, (“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 awaod.effmployees and directors, the award is measurd@tieogrant date and for n@mployee:
the award is generally remeasured on interim firmeporting dates until the service period is ptete, in accordance with EITF Isshie.
96-18 , ‘Accounting for Equity Instruments That Are IssuedCtther Than Employees for Acquiring, or in Conjiimic with Selling, Goods 1
Services”.The fair value amount is then recognized over #riog during which services are required to be jgked in exchange for the awe
usually the vesting period.

The Company has computed the fair value of optgrasted using the Blac&eholes option pricing model. Option valuation medequire th
input of highly subjective assumptions, includiihg expected term of the options and the expectidility of the underlying common stoc
which can materially affect the fair value estimaBven that the Company’shares have only been publicly traded since Ma3085, th
Company developed an expected volatility figurecbasn 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.

Internally developed software

During April 2006, the Company began capitalizirgytain costs incurred in connection with developargobtaining internal use softwi
pursuant to statement of Position 98-1, “Accounfimgthe Costs of Computer Software Developed otaled for Internal Use’'Unamortize:
capitalized software development costs of approtetpab536,672 represents software in service widcbeing amortized over its estims
useful life and is being carried in furniture, gouient capitalized software and leasehold improvésnan the Consolidated Statemen
Financial Condition as of March 31, 2008. In aduiti$87,781 of unamortized capitalized softwareettgument costs represents software
is still in development and is not being amortized.

Item 8. Financial Statements and Supplementary Data

Our consolidated financial statements and theeélabtes begin on Page F-1, which are includehign®nnual Report on Form 10-K.
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Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure
None.

Item 9A(T). Controls and Procedures

Disclosure Controls and Procedures

Disclosure controls are procedures that are dedigrii the objective of ensuring that informatiayuired to be disclosed in our reports 1
under the Securities Exchange Act of 1934, as apt((ithe "Exchange Act"), such as this annual repentecorded, processed, summatr
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 CFQCgpasopriate to allow time
decisions regarding required disclosure. Interpatmls are procedures which are designed wittobjective of providing reasonable assur:
that (1) our transactions are properly authorizedprded and reported; and (2) our assets arewsafied against unauthorized or improper
to permit the preparation of our consolidated friahstatements in conformity with United Statesepally accepted accounting principles.

As of the end of the period covered by this anmapbrt, we carried out an evaluation of the effemiess 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 ("CEQ") and Chief Financial Ofic ("CFO") concluded that, as of the end of theégaecovered by this annual report
Form 10-K, our disclosure controls and proceduresevadequate.

Management's Report on Internal Control over Finandal Reporting

Our management is responsible for establishingraaishtaining adequate internal control over finahoéporting as defined in Rule 13&(f)
under the Exchange Act. Internal control over friahreporting refers to a process designed byurater the supervision of, our Ct
Executive Officer and Chief Financial Officer anffeeted by our Board, management and other perdotm@rovide reasonable assurs
regarding the reliability of financial reporting dthe preparation of financial statements for exdepurposes in accordance with gene
accepted accounting principles, including thosécpes and procedures that:

« pertain to the maintenance of records that, inoealsle detail, accurately and fairly reflect thensactions and dispositions of our
assets;

« provide reasonable assurance that transactioneeseded as necessary to permit preparation ofi¢iahstatements in accordance
with generally accepted accounting principles, trad our receipts and expenditures are being malyeimaccordance with
authorizations of our management and directors; and

« provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, os@isposition of our assets that
could have a material effect on our consolidatedrfcial statements.

Because of its inherent limitations, internal cohwver financial reporting cannot provide absolassurance of the prevention or detectic
misstatements. In addition, projections of any eatibn of effectiveness to future periods are sutbfje the risk that controls may becc
inadequate because of changes in conditions, bthtealegree of compliance with the policies orcpdures may deteriorate.

In connection with the preparation of this AnnuapRrt on Form 16 for the year ended March 31, 2008, managemett, tive participatio
of our Chief Executive Officer and Chief Financi@fficer, has evaluated the effectiveness of ouerimdl controls over financial reportil
pursuant to Rule 1345 under the Exchange Act. Our Chief Executive @ffiand Chief Financial Officer have concluded thatdesign ar
operation of our internal controls and proceduresedfective as of March 31, 2008. There were gaificant changes in our internal conti
over financial reporting that occurred during tberth fiscal quarter that have materially affectedare reasonably likely to materially affi
our internal controls over financial reporting.

This Annual Report on Form 10-does not include an attestation report of EidddgP, our independent registered public accountiing,
regarding internal control over financial reportiddanagement's report was not subject to attestdiyoour registered public accounting f
pursuant to temporary rules of tlecurities and Exchange Commission that permitbusrovide only management's report in this An
Report on Form 10-K.

Item 9B. Other Information



None.
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PART Il

Iltem 10. Directors, Executive Officers and Corpora¢ Governance ;
Compliance with Section 16(a) of the Exchange Act

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

Name Age Position

Martin C. Cunningham 48 Chairman of the Board of Directors
and Chief Executive Officer

Keith R. Knox 49 President, Secretary and Director

Mark Leventhal 52 Executive Vice President and Director

Mark Bisker 53 Director

Peter J. Zugschwert 42 Director

Joanne V. Landau 53 Director

Carmine V. Chiusano 66 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 Holdind bas served as its Chief Executive Officer sin@@42 From August 2003 until joinil
Hudson, Mr. Cunningham was an employee of Wien &g} Inc. From February 2003 until August 2088, Cunningham was President
Wien Securities, Inc. From 1996 to December 2002,Blinningham was Senior Vice President and Hedgfjofty Trading at Schwab Cap
Markets (formerly Mayer & Schweitzer).

Keith Knox has been a director of Holding and hexsed as its President since 2004. From Januar§ 206 joining 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 Holding aad kerved as its Executive Vice President sincé.2Bbm January 2003 until joini
Hudson, Mr. Leventhal was a Vice President of Waaurities, Inc. From 1989 to December 2002, Mrenthal was manager of NASD/
Trading at Schwab Capital Markets (formerly MayeS&hweitzer).

Mark Bisker has been a director of the CompanyesBeptember 2007. Mr. Bisker has been the Sent® WMiesident of Banking and Finan
Services of EPAM Systems, which provides technologgysulting services to the Company, since 200@dmF2003 to 2007, he was the Cl
Executive Officer of B2BITS, which provided techogl consulting services to the Company. In thedesroMr. Bisker serves as -
Company’s Chief Technology Officer.

Peter J. Zugschwert has been a director of the @ognpince October 1997, served as President ddimepany from December 1997 throi
May 2005 and served as CEO of the Company frome®dpgr 1997 to May 2005. Mr. Zugschwert has beerivateé 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 $iatdlarketing and Communications with Zurich Scudde Deutsche Ass
Management/Investments and from 1990 to 1999, Madhu was with The Citibank Private Bank/Investmgeatsubsidiary of Citigroup, mi
recently as Vice President, Head of Global Marlgeind Communications.

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, rrosttly as Senior Vice President, Chief Operabifficer.

All directors hold office until the next annual ntieg of stockholders and the election and qualifaraof their successors. Three of our s¢
directors are considered "independent” under th@é'SBew independence standards. Officers are dlacteually by the board of directors .
serve at the discretion of the board.

There are no family relationships among our dinecand 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 subjer
any order, judgment or decree of any court permidyen temporarily enjoining, barring, suspendingadherwise 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.
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None of our directors or executive officers or theispective immediate family members or affiliate$ndebted to us. As of the date of
filing, there is no material proceeding to whiclyanf our directors, executive officers or affiliates a party or has a material interest advel
us.

Board Committees
Our board of directors has three standing comnsitteassist it with its responsibilities. These odttees 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 govklea boardzpproved charter, which is incorporated by refeeeas Exhibit 10.7, th
contains, among other things, the committee's meshipe requirements and responsibilities. The aodihmittee oversees our account
financial reporting process, internal controls audlits, and consults with management and the imtkgre: registered public accounting f
(the "independent auditors™) on, among other itemetters related to the annual audit, the quarfergncial statements and the applicatio
United States generally accepted accounting ptiesiAs part of its duties, the audit committee@pis, evaluates and retains our indeper
auditors. It maintains direct responsibility forettompensation, termination and oversight of oulepgendent auditors and evaluates
independent auditors' qualifications, performanod adependence. The committee also monitors camgd with our policies on ethi
business practices and reports on these itemsetbadard. The audit committee has established peliand procedures for the @pproval o
all services provided by the independent auditorg. audit committee is comprised of Ms. Landau Bles$srs. Zugschwert and Chiusano,
Mr. Zugschwert is the chairman of the committee.

The board has determined that Mr. Zugschwert, wihrceatly is a member of the board of directors ehdirman of the audit committee, is
audit committee financial expert, as defined urilerSecurities Exchange Act of 1934, as amended'fkchange Act"). In addition, the bo
has determined that Mr. Zugschwert is an independieector as that term is defined in Item 7(d){8)0f Schedule 14A under the Excha
Act. The board made a qualitative assessment oiZMgschwert's level of knowledge and experiencedas a number of factors, includ
his formal education, including an MBA in Finanead experience as a Chief Financial Officer forertbian ten years.

The Compensation Committee, which was establishéddy 2006, is comprised solely of independentaiies, determines all compensa
for our Chief Executive Officer; reviews and appes\corporate goals relevant to the compensationo€hief Executive Officer and evalue
our Chief Executive Officer's performance in ligiftthose goals and objectives; reviews and approbgsctives relevant to other execu
officer compensation; reviews and approves the emsgtion of other executive officers in accordanith those objectives; advises our bc
regarding our stock option plans; approves severarcangements and other applicable agreementexieeutive 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. Thgeasation committee is governed |
Boardapproved charter, which is incorporated by refeeeas Exhibit 10.8. Our compensation committee imprised of Ms. Landau a
Messrs. Zugschwert and Chiusano, and Mr. Chiusatizei chairman of the committee.

The Nominating and Corporate Governance Committéch was established in May 2006, considers ankesiaecommendations 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 refeeese Exhibit 10.9. As part of its duties, the cottemsi assesses the s
structure and composition of the board and boardreittees, coordinates evaluation of board perfogaaend reviews board compensal
The committee also acts as a screening and nomgnedimmittee for candidates considered for eledtiathe board. In this capacity it conce
itself with the composition of the board with respéo depth of experience, balance of professiamigrests, required expertise and o
factors. The committee evaluates prospective nossingentified on its own initiative or referreditdoy other board members, managen
stockholders or external sources and all setfiinated candidates. The committee uses the sat@eacfor evaluating candidates nominate:
stockholders and seffeminated candidates as it does for those propbgeather board members, management and search og@ap&®u
nominating committee is comprised of Ms. Landau kledsrs. Zugschwert and Chiusano, and Ms. Landtdaeishairman of the committee.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct andsEdpplying to our directors, officers and empleyééhe Code is reasonably designe
deter wrongdoing and promote (i) honest and ethdoaduct, including the ethical handling of actaalpparent conflicts of interest betw
personal and professional relationships, (ii) ftdliy, accurate, timely and understandable discksn reports and documents filed with
submitted to, the SEC and in other public commuitoa made by us, (iii) compliance with applicalgevernmental laws, rules &
regulations, (iv) the prompt internal reportingwvidlations of the code to appropriate persons ifledtin the code, and (v) accountability
adherence to the Code. The Code is incorporategtfeyence as Exhibit 14. In addition, we undertakgrovide copies of the Code to i
person, at no charge, upon receipt of a writteme@sgaddressed to Mr. Keith Knox, President, Huddoltding 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 our etvee officers and directors, and persons who ovaenenthan 10% of any publicly traded
class of our equity securities, to file reportoafership and changes in ownership of our equityrsies with the SEC. Officers, directors, i
greater than ten percent stockholders are reqbiye®EC regulation to furnish the Company with cemiéall Section 16(a) forms that they f

Based solely on the reports received and on theseptations of the reporting persons, we belieatthese persons have complied with all
applicable filing requirements of Section 16(a}jted Exchange Act during fiscal 2007, except fortfiE) following individuals that inadverten
filed late reports, including Mark Bisker (1 Form Steven L. Winkler (4 Form 4), Peter J. Zugschwy&frorm 4), Carmine V. Chiusano (1
Form 4), and Joanne V. Landau (1 Form 4).

Item 11. Executive Compensation

Summary Compensation Table

Fiscal

Year

Ended All Other
Name and Principz March Stock Option Compensatiol
Position 31, Salary Bonus  Awards  Awards (1) Total
Martin C. Cunningham, 2008 $ 200,00( $ -$ -$ -$ 36,23t $ 236,23t
Chairman and Chief Executive Offic 2007 $ 185,00( $ -$ -$ -3 23,79: $ 208,79:
Keith R. Knox, 2008 $ 200,00( $ -$ -$ -3 35,76 $ 235,76:
President and Secrete 2007 $ 185,00( $ -$ -$ -$ 23,00t $ 208,00!
Mark Leventhal, 2008 $ 180,00( $ -$ -$ -$ 35,957 $ 215,95
Executive Vice Presidel 2007 $ 180,00( $ -$ -$ -3 32,53t $ 212,53t

(1) Amount represents health, dental, life and disghitisurance benefits as well as vehicle allowarcesparking fees, as applicable.
Employment and Consulting Arrangements and Changeni Control Arrangements

The Compensation Committee of our board of direck@ve approved the terms of each of the employagmeements, as amended, desc
below. As of January 1, 2007, we entered into tigleyment agreements described below, as amendédagnl9, 2008, with each of t
following persons.

Martin Cunningham as our Chief Executive Officer. The agreement,rasraded, provides for an initial term of five yean,annual salary
Mr. Cunningham of $200,000 and an annual bonusdbhasea formula of 5% of the firra'net profits before taxes, payable quarterly, jolen
that net profits in such fiscal quarter is equalotoexceeds $750,000. Our board of directors mayease the amount of the bonus.
agreement also provides for the execuwability to participate in our health insurancegram and a car allowance of $1,000 per montthd
event that Mr. Cunningham’employment is terminated by the Company, othan tliith good cause, he will receive any bonus payrdac
through his termination date, all remaining salg@yments, plus certain health insurance benefits.

Keith Knox as our President. The agreement, as amended, esofeid an initial term of five years, an annuabsalto Mr. Knox of $200,0(
and an annual bonus, based on a formula of 4%eofitim’s net profits before taxes, payable quarterly, jgiexy that net profits in such fis
quarter is equal to or exceeds $750,000. Our bofdirectors may increase the amount of the boite. agreement also provides for
executive’'s ability to participate in our healttsimance program and a car allowance of $1,000 perthm In the event that Mr. Knox’
employment is terminated by the Company, other thiéim good cause, he will receive any bonus payndeetthrough his termination date,
remaining salary payments, plus certain healthrarsze benefits.

2005 Stock Option Plan

The 2005 Stock Option Plan (the "2005 Plan™), whigds approved by the stockholders on July 26, 2@0&dministered by the Board
Directors. The 2005 Plan is available for the isg@aof awards of up to an aggregate of 2,000,0@8eshof common stock to our employ:
officers, directors and consultants, in the forneitfier nongqualified stock options or incentive stock optiofike purpose of the 2005 Plan i
provide additional incentive to those persons witgorasponsible for the management and growth o€trapany.
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As of March 31, 2008, there were 2,000,000 optionstantliing under the 2005 Plan and no options rerdaiuailable for issuance under
plan.

2007 Long-Term Incentive Plan

The 2007 Stock Option Plan (the "2007 Plan®), whigs approved by the stockholders on July 26, 2@0&dministered by the Board
Directors. The 2007 Plan is available for the isgaof awards of up to an aggregate of 22,000,686es of common stock to our employ
officers, directors and consultants, in the formedher nongqualified stock options or incentive stock optiofadjowing a 12,00,000 she
increase to the authorized shares being approvetiebiHudson Board on February 13, 2008 and by antwajof Hudsons shareholders
March 4, 2008. The purpose of the 2007 Plan isrtwide additional incentive to those persons whe rassponsible for the management
growth of the Company.

As of March 31, 2008, there were 1,495,000 options&B61,666 shares of restricted stock outstandimteuthe 2007 Plan and 12,143,
shares remained available for issuance under #re pl

Outstanding Equity Awards at Fiscal Year End

No option, stock appreciation right or Ic-term incentive plan awards were granted to or esedcby any of the Named Executive Offic
during the fiscal year ended March 31, 2008 anduuh awards are currently outstanding.

Director Compensation

Directors were not compensated for their servicenduthe fiscal year ended March 31, 2006. On Audis 2006, the board of direct
resolved that compensation for each of the indepeindirectors for the ensuing year would be $600npenth, plus immediately vested, five -
year options to purchase 10,000 shares of the Cay’'s common stock with an exercise price equal torttegket price of the Comparyy’
common stock on the August 15, 2006 grant date.J@me 28, 2007 the board of directors resolved toatpensation for each of
independent directors would be increased to $800nuath, effective immediately. On July 19, 200@ thoard of directors resolved that €
of the independent directors would be granted imately vested, five-year options to purchase 25 $lires of the Comparsytommon stoc
with an exercise price equal to the market pricchefCompanys common stock on the July 19, 2007 grant dateMay 5, 2008, each of t
four outside directors were granted 100,000 shafréamediately vested common stock of the Company.

Director Compensation Table

Fees Earned 3)
Paid in Stock Option All Other
Name Year Cash Awards  Awards Compensatio Total
Carmine
Chiusano 2008 $ 9,00C $ - $ 5,0001) $ - $ 14,00(
2007 $ 4,200 $ - $ 58001 % 9,846 $ 19,84¢
Joanne Landau 2008 $ 9,00C $ - $ 50001 $ - $ 14,00(
2007 $ 4,200 $ - $ 58001 % - $ 10,00(
Peter Zugschwer 2008 $ 9,00C $ - $ 5,0001) $ - $ 14,00(
2007 $ 4,200 $ - $ 58001 % - $ 10,00(
Mark Bisker 2008 $ - $ - $ 85,00((2) $ -(4) $ 85,00(

(1 Amounts represent the value of 25,000 and 10,00€ksbptions granted to each of the independent mesnbf the Board of Directc
during the fiscal years ended March 31, 2008 ar@l’ 2€espectively. The options were valued usingBlaek-Sholes pricing model (F
assumptions used in this calculation, See Note B[%he consolidated financial statements, includétiin this annual report). These
the only options granted to these directors whiehaaitstanding at March 31, 20(
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(& Amount represents the value of 250,000 stock optgmanted to Mark Bisker in his role as a constiltarthe Company during the fis
year ended March 31, 2008. The options were vals#uy the Blac-Sholes pricing model (For assumptions used indhisulation, Se
Note B[9] in the consolidated financial statemeimsjuded within this annual report). These are @hé/ options granted to Mr. Bisk
which are outstanding at March 31, 20

(3 Amount represents compensation paid, primarilyrduthe period from April 1, 2006 to May 15, 201

(4 Mr. Bisker provides consulting services to the Campvia EPAM Systems and formerly via B2BITS. Mislgr receives compensation
from those firms and he previously held a 31.5% enship interest in B2BIT<

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter
Securities Authorized for Issuance under Equity Corpensation Plans

Number of securities

Number of securities remaining available for

be issued upon exerc Weightedaverage exercic  future issuance under

of outstanding option: price of outstanding  equity compensation pla

warrants and rights options, warrants and rigl (excluding securities

(@) (b) reflected in column (a))

Equity compensation plans approved by securitydrsid 3,495,000 $ 0.9C 12,143,33
Equity compensation plans not approved by sechutgiers 7,122,77. 0.8¢€ R
Total 10,617,77 $ 0.8¢ 12,143,33

The table above reflects the status of the Compamqiity compensation plans as of March 31, 2008.

Security Ownership of Certain Beneficial Owners

The following table sets forth information regamglithe number of shares of our common stock berdifiawned on June 20, 2008 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.
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Number of Share:
Beneficially Percentage of Share
Name and Address of Beneficial Owne Owned (1) Beneficially Owned (2

Directors and Executive Officer

Martin C. Cunninghan 5,003,56! 11.1%
Keith R. Knox 3,353,56! 7.4%
Mark Leventha 3,848,56! 8.5%
Peter J. Zugschwe® 349,35¢ o
Joanne V. Landa{®) 135,00( &
Carmine V. Chiusan®) 135,00( &
Mark Bisker® 183,33 *
All executive officers and directors as a groupé€rsons 13,008,38 28.5%

Other 5% or Greater Stockholde

Kenneth D. PasternaR 9,081,78! 19.£%
Steven L. Winklef® 4,383,56. 9.7%
South Ferry #2 LK) 3,375,000 7.2%
Seaport Hudson LL¢®) 12,000,00 24.0%

* Less than 1% of outstanding shares

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

(2) Based upon 45,125,185 shares of our commok statstanding on June 20, 2008.
(3) Includes 35,000 shares of Common Stock issugtid@ exercise of Stock options to these directors
(4) Includes 83,333 shares of Common Stock issugtd@ exercise of stock options to this director

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

(6) Mr. Winkler is employed by Hudson Securitiesc.] a whollyewned subsidiary of Hudson Holding Corporation,Nesdaq Tradin
Manager.

@) Includes 1,125,000 shares of common stock issugtid@ exercise of warrants. Aaron Wolfson and AbmaiNsolfson 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, Abaan Wolfson and Morris Wolfson each disclaim beziafiownership over the sha
owned by South Ferry #2 LP. The address for SoathyF#2 LP is One State Street Plaza, 29th Floew Mork, New York 10004.

(8) Includes 4,000,000 shares of Common Stock ¥euapon exercise of Warrants. Seaport Hudson L& @adt otherwise affiliated wi

Hudson Holding Corporation or its subsidiaries. Blderess for Seaport Hudson LLC is c/o The Sedpatip LLC, 360 Madison Avenue,
"dFloor, New York, NY 10017.
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Item 13. Certain Relationships and Related Transaains, and Director Independence

The Chief Technology Officer (as a consultant) &mebctor (since September 2007) of Hudson, wa<Cthief Executive Officer and a Direc
of a consulting firm that provided information techogy management and software development serticdse Company and its affiliates,
entity in which he held a 31.5% ownership interesttil November 29, 2007 when the consulting firraswsold to a third party. Throu
November 29, 2007, services valued at $235,064 wereided to the Company and its affiliates by #dssulting firm during the year enc
March 31, 2008. Of these amounts, none remainedidrgs of March 31, 2008. Mr. Bisker received, andtinues to receive, compensa
from the independent firms, which provide technglognsulting services to the Company.

Three of our seven directors are considered "inodget" under the SEC's new independence standards.
Item 14. Principal Accountant Fees and Services
Audit Fees

The aggregate fees billed for professional servieeslered was $136,000 and $142,697 for the aofliise Company's annual consolidz
financial statements for the fiscal years endeddia1, 2008 and 2007, respectively, which servioekide the cost of the audits of
consolidated financial statements included in tbenany’s annual Forms I0{for each respective year and the reviews of ¢gheted quarter|
Form 10-QSB'’s.

Audit-Related Fees

The principal accountant billed $11,200 relateth®s review of a registration statement, the revié\a response to an SEC comment lettel
Sarbane®xley project discussions during the fiscal yeadezhMarch 31, 2008 and $7,600 related to the rewibw registration stateme
during the fiscal year ended March 31, 2007.

Tax Fees

For the years ended March 31, 2008 and 2007, theipal accountant billed $29,750 and $54,500, 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 relatedeweral audits of antironey laundering procedures during the fiscal ysated March 3
2007.

Audit Committee Policies and Procedu

Effective with the formation of our Audit Committeall auditing services and permitted namdit 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 tlssiple impact of each naaudit service ¢
the independent auditor's independence from managierdt 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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Iltem 15. Exhibits, Financial Statement Schedules

(1) Consolidated Financial Statements.
See Table of Contents to Consolidated FinancidkeStants.

(2) Financial Statement Schedules.
See Table of Contents to Consolidated FinancideBtants.

(3) Exhibits
See below.

Exhibit No. Description

2.1 Agreement and Plan of Merger, dated June 13, 20@6ng Health Outcomes Management, Inc. and Hudsddirid
Corporation (1)

2.2 Agreement and Plan of Merger, dated December 2%,26mong 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)

4.3 Warrant to purchase shares of common stock ilCtdrapany, issued to Investor, dated as of Jun2@iB (10)

10.1 Subscription Agreement, dated January 10, 200&deet 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)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Hudson Holding Corporation

We have audited the consolidated statements ohdiab condition of Hudson Holding Corporation (th@ompany") and subsidiaries as
March 31, 2008 and 2007, and the related conselidatatements of operations, changes in stocktedldguity and cash flows for the ye
ended March 31, 2008 and 2007. These financiaérets are the responsibility of the Company's igamant. Our responsibility is
express an opinion on these financial statemerssdoan our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audits to inbteasonable assurance about whether the finasti¢ments are free of mate
misstatement. We were not engaged to perform ait afidche Companys internal control over financial reporting. Ourdés include
consideration of internal control over financiapoeting as a basis for designing audit procedurasdre appropriate in the circumstances
not for the purpose of expressing an opinion onetfiectiveness of the Compasyinternal control over financial reporting. Acciorgly, we
express no such opinion. An audit includes examginion a test basis, evidence supporting the amoamdsdisclosures in the financ
statements. An audit also includes assessing twuating principles used and significant estimatasle by management, as well as evalu
the overall financial statement presentation. Wiebe that our audits provide a reasonable basisdo opinion.

In our opinion, the financial statements referrecabove present fairly, in all material respedtg, tonsolidated financial position of Hud
Holding Corporation as of March 31, 2008 and 2087d the consolidated results of its operations i@ash flows for the years en
March 31, 2008 and 2007 in conformity with U.S. gexily accepted accounting principles.

/sl Eisner LLP

New York, New York
June 26, 2008
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

As of March 31,

2008 2007
ASSETS
Cash and cash equivalel $ 6,172,34i $ 5,112,27!
Cast-restricted 245,50! 235,83
Receivable from clearing brok 2,475,57! 945,03:
Securities owned, at fair vall 2,423,25 14,188,74
Income taxes receivab 419,04: 613,26t¢
Furniture, equipment, capitalized software anddbafl improvements, n 959,73: 478,07
Deferred tax asse 705,00( 79,00(
Other asset 409,28¢ 269,87:
Prepaid compensatic 2,402,61. -
Goodwill 1,111,17! 1,111,17
$ 17,32363 $ 23,033,28
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased, at faine $ 2,778,08 $ 8,266,39!
Commissions payab 1,070,51. 628,08t
Accrued expenses and other liabilit 1,399,54 875,28t
Total liabilities 5,248,141 9,769,77.
Commitments and contingencies (Not¢
Stockholders' equity
Preferred stock, $0.001 par value, 1,000,000 stargmrized, none issut - -
Common stock, $0.001 par value; 100,000,000 stearg®rized; 45,086,851 shares issued
(includes 8,361,666 unvested restricted sharesB&i5,185 shares outstand 36,72¢ 36,72¢
Additional paic-in capital 12,631,30 12,217,12
(Accumulated deficit) retained earnin (592,62) 1,009,66:
Total stockholders' equi 12,075,39 13,263,51
$ 17,32363 $ 23,033,28

See notes to these consolidated financial statesment




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended March 31,

2008 2007
Revenues:
Trading gains, ne $ 15,541,700 $ 17,924,17
Commissions and fe 10,070,06 2,665,43
Interest and other incon 1,157,07. 261,90!
26,768,84 20,851,51
Expenses:
Salaries and related co: 5,266,83! 3,457,88:
Commissions, execution and clearing chal 14,781,05 10,461,86
Communication: 5,012,41. 4,450,49
Occupancy 1,388,00! 1,215,46:
Professional fee 1,063,60: 549,79;
Business developme 729,04 393,85(
Other 1,100,45 794,70:
29,341,41 21,324,05
Loss before income tax benefi (2,572,56) (472,539
Income tax benef (970,279 (89,430
Net loss $ (1,602,29) $ (383,109
Loss per shar- basic and dilute $ (0.04) $ (0.0
Weighted average number of shares outstar- basic and dilute 36,725,18 30,393,95

See notes to these consolidated financial statesment




HUDSON HOLDING CORPORATION AND SUBSIDIARIES

Balance, March 31, 20(
Sale of common stock and warra
Stock-based compensati- employee:
Stoclk-based compensatic- directors

Net loss

Balance, March 31, 20(
Stock-based compensati- employee:
Stoclk-based compensatic- directors
Stoclk-based compensati- consultantt
Restricted stock gran- employee:

Net loss

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Retained
Additional Earnings
Common Stock Paid-in (Accumulated
Shares Amount Capital Deficit) Total

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: - 55,84
- - 17,40( - 17,40(
2 2 : (383,109 (383,109
36,725,18 $ 36,728 $ 12,217,12 $ 1,009,66: $ 13,263,51
- - 161,23: - 161,23:
- - 15,00( - 15,00(
- - 8,40¢ - 8,40¢
- - 229,53t - 229,53¢
- - - (1,602,29)  (1,602,29)
36,725,18 $ 36,72F $ 12,631,30 $ (592,62)$% 12,075,39

Balance, March 31, 20(

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended

March 31,
2008 2007
Cash flows from operating activities:
Net loss $ (1,602,29) $ (383,109
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Depreciation and amortizatic 292,27: 141,94
Stock-based compensatic 414,17: 73,24
Commissions receivable reserve provis 152,36( 160,26¢
Prepaid compensation amortizat 616,38¢ -
Deferred ren 125,32: 78,03(
Deferred taxe (626,00() 44,00(
Changes in
Receivable from clearing brok (1,530,54) 3,921,51!
Securities owne 11,765,49 (10,453,35)
Prepaid compensatic (3,019,000 -
Income taxes receivable/payal 194,22! (1,194,800
Commissions receivab (152,36() (160,269
Other asset (139,41¢) 107,75
Securities sold, but not yet purcha: (5,488,31) 7,847,80
Commissions payab 442,42: (566,059
Accrued expenses and other liabilit 398,93t 218,33t
Net cash provided by (used in) operating activi 1,843,67. (164,679
Cash flows from investing activities:
Purchases of furniture and equipment, capitalizétiverre and leasehold improveme (773,93() (444,46()
Cash subject to restrictiol (9,66%) (235,83)
Net cash used in investing activiti (783,599 (680,29
Cash flows from financing activities:
Proceeds from issuance of common stock and watraet of issuance cos - 5,480,69!
Net cash provided by financing activiti - 5,480,69!
Net increase in cast 1,060,07. 4,635,721
Cash and cash equivale- beginning of yea 5,112,27! 476,54¢
Cash and cash equivalent- end of year $ 6,172,34; $ 5,112,27!
Supplemental disclosures of cash flow information
Cash paid during the year fc
Income taxe! $ 550( $ 1,114,06!
Non-cash operating activitie
Commissions and note receivable wri-off against reserv $ 227,78. $ 137,52!

See notes to these consolidated financial statement
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE A - ORGANIZATION, OPERATIONS AND BASIS OF PRES ENTATION

The consolidated financial statements include theoants of Hudson Holding Corporation ("Holding'hdaits wholly-owned subsidiarie
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 formel®84, is a registered brokdeale
under the Securities Exchange Act of 1934 andnseanber of the Financial Industry Regulatory Autho(I'FINRA"). Hudson is a mark
maker specializing in providing liquidity in lesguid, difficult to trade stocks. Hudson is an oducing broker and clears all transact
through a clearing organization on a fully dischhémsis. Accordingly, Hudson is exempt from rule38 of the Securities Exchange Act
1934. On May 22, 2006, Technologies was formed@slaware corporation for the purpose of providsoftware development and technol
services for Hudson and for third parties. As ofréfa31, 2008, Technologies had total assets of #BB5and for the years ended March
2008 and 2007, Technologies had revenues of $12@Bd $62,281 and net income (loss) of $(9,005)%&r8J950, respectively. All significe
intercompany transactions among the companies lieee eliminated. The Company has offices in Newejeand Florida.

On June 30, 2004, an investor group purchased #tlecoutstanding common stock of the brollegeler which was the predecessor to Hu
for a purchase price of approximately $7,136,008.aAresult, the predecessor brollealer recorded goodwill of approximately $1,110,
which represented the excess of the purchase @rarethe estimated fair value of the assets acg@ngl liabilities assumed.

On July 21, 2004, the predecessor broker-dealerdddra whollyewned subsidiary named Hudson Capital Markets, (thtCMI"), 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 connectiah tiis merger, the stockholders of the predecdssakerdealer received 83,333.33 sh:
of Hudson for each share of the predecessor bridéa@ler shares owned. The historical capital acsowete retroactively adjusted to reflect
equivalent number of shares issued by HCMI in tigdvii Merger, while the predecessor brokkraler historical retained earnings were ca
forward.

In December 2004, Hudson entered into an agreemedtPlan of Merger (the "Agreement”) with Healtht€mes Management, li
("HOM"), a non-operating public company. On May Z&)05, under the terms of the Agreement, Hudsatbckholders exchanged
10,967,000 shares of their common stock for 19(E&# post reverse-split shares of HOM common stacki Hudsors warrant holde
exchanged 998,667 warrants with an exercise pricl®5 for 1,760,590 post reverspht warrants to purchase HOM common stoc
$1.0494 per share (the "Exchange"). The HOM sh#ras were issued represent 94% of HOM's outstanditeyest at the time of tt
exchange. In connection with the legal form of tensaction, Hudson became a wholly owned suligidiaHOM. On September 6, 20
HOM was reincorporated in Delaware, and changeddtse to Hudson Holding Corporation. For financegorting purposes, the Excha
represents a capital transaction of Hudson Seesyritihc., or a "reverse merger" rather than a legsitombination. Accordingly, the histor
stockholders equity of Hudson Securities, Inc. adisisted to give effect to the shares cancellezbimection with the HOM Merger, while
historical retained earnings were carried forw&d.March 2, 2007, the Company issued 10,966,999 sld common stock to Hudson.

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

Hudson records transactions in securities and élsed revenue and expenses on a tdade-basis. Commissions and fees include ag
commissions and fees earned on riskless principdes. Riskless principal trades are transactexaidifir the firms proprietary account witt
customer order in hand, resulting in no market tisthe firm. Securities owned and securities sold,not yet purchased, are stated at fair \
with any resulting unrealized gains and losseec&dd in trading gains, net. Securities which dohave a readily ascertainable market v
are valued at their estimated fair value as deteethiby management. Because of the inherent unagrtaf valuation estimates, t
management determined values may differ signiflgandm values that would have been used had ayrezatket for these securities exis
and the differences could be material.
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[2] 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"). 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 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. Then@my has elected an accounting policy wherebyrdateand penalties assessec
jurisdictions, if any, would be classified as aregiing expenst

[3] Furniture, equipment, leasehold improvements, apitalized software and depreciation and amortizatin :

Furniture, equipment and leasehold improvementsem@rded at cost. Depreciation and amortizatia@oiputed 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 capitalizirggtain 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 approteiye536,672 represents software in service wischeing amortized over its estims
useful life and is being carried in furniture, quuient, capitalized software and leasehold improvesén the Consolidated Statemen
Financial Condition as of March 31, 2008. In aduiti$87,781 of unamortized capitalized softwareettgument costs represents software
is still in development and is not being amortized.

[4] Use of estimates

The preparation of financial statements in conftymith 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 income and expensesgdtire reporting period. Actual rest
could differ from those estimates.

[5] Concentrations of credit risk:

Hudson is engaged in trading on a principal andémmcy basis with and for primarily other secusitidokerdealers 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 secumgdash 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 volatileiliquid trading markets, which may impair the ki of customers and counterparties
satisfy their obligations to Hudson. Additionalifudson has agreed to indemnify the clearing bréielosses 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 entetstimainsactions in various derivative instrumentstfading purposes. These transact
include securities sold short, but not yet purcdaaed 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 ohtanparties to perform.

Substantially all of Hudson's cash and securityitiprs are deposited with its clearing broker fafekeeping purposes. Hudson maintains

in bank accounts, which, at times, may exceed &lyensured limits. Hudson has not experienced lasges in such accounts and believes
not exposed to any significant credit risk on cash
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[6] Cash and cash equivalents

The Company considers all highly liquid investmeptschased with an original maturity of three maentr less to be a cash equival
Restricted cash represents an automatically rerlepf@birteen month time deposit which collateradizeletter of credit (see Note J [3]).

[7] 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 Hudseel,lgenerally by using the mar
capitalization of the Company as an indicator af¥alue, since Hudson currently represents thetsigaificant component of the consolide
entity. Impairment is potentially indicated wheretlarrying value of Hudson, including goodwill, erds its fair value. If a potent
impairment is indicated, the fair value of Hudsoould be measured against the fair value of its tyithg assets and liabilities, exclud
goodwill, to estimate an implied fair value of Hod&s 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, 2008.

[8] Commissions receivable reserve

Commissions receivable represent cumulative dravasteenefits provided to traders and salespersomxdess of cumulative commissii
earned. The Company will collect these receivalflésture earned commissions exceed future draveskmmefits. The Company establis
reserves as an offset to the receivable balan¢keobasis of historical collections and estimatefsitnire collections. As of March 31, 2008,
Company had $84,847 of commissions receivable oiffg@ reserve of the same amount.

[9] Stock based compensation:

Commencing with the first issuance of stock optiondMay 26, 2006, the Company accounts for stotlong issued under the recognition
measurement principles of Statement of Financiatofating Standards No. 123 (revised 2004), “ShaseH Payment” (“SFAS 123(R)”
Under the provisions of SFAS 123(R), the Companseguired to measure the cost of services recediveskchange for an award of eqt
instruments based on the fair value of the awaod.eéfployees and directors, the award is measurdtdeogrant date and for n@mployee:
the award is generally remeasured on interim firdmeporting dates until the service period is ptete, in accordance with EITF Issue
96-18, ‘Accounting for Equity Instruments That Are Issuedtther Than Employees for Acquiring, or in Conjumg with Selling, goods «
Services”.The fair value amount is then recognized over #rod during which services are required to be jgked in exchange for the awe
usually the vesting period.

[10] Reclassifications

Certain fiscal 2007 amounts have been reclasdifiednform with the fiscal 2008 presentation.

[11] Loss per share:

Basic loss per share ("EPS") has been calculatediviiing net loss by the weighted average shafeommon stock outstanding during

year. Diluted EPS reflects the change in EPS, ufingreasury stock method to reflect the impaatafmon share equivalents as if dilu
securities such as stock options or warrants wezecesed or converted into common stock.
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The following is a reconciliation of the numeratensd denominators of the basic and diluted lossshare computations for the years et
March 31, 2008 and 2007:

Year Ended
March 31, 2008 March 31, 2007
Numerator/ Denominator/ Numerator/ Denominator/
Net Loss Shares Net Loss Shares

Net loss and shares used in b
calculation $ (1,602,291 36,725,18 $ (383,109 30,393,95
Effect of dilutive securities - - - -
Net loss and shares used in dilu
calculation $ (1,602,291 36,725,18 $ (383,109 30,393,95
Loss per share - basic and diluted $ (0.0 $ (0.01)

At March 31, 2008, 8,361,666 shares of unvestadicts] stock, outstanding stock options to purehzg95,000 shares of common stock and
warrants to purchase 7,122,774 shares of commak stere excluded from the calculation of dilutednéggs per share because their impact
would have been anti-dilutive.

[12] Recently issued accounting standards

In June 2006, the Financial Accounting Standardar® (“FASB”) issued FASB Interpretation No. 48, "Accountifigr Uncertainty il
Income Taxes an interpretation of FASB Statement No. 109" KF48"), for which adoption was required for fisgadars beginning aft
December 15, 2006. This interpretation was issuedlarify the accounting for uncertainty in inconexes recognized in the financ
statements by prescribing a recognition threshaldl measurement attribute for the financial statemecognition and measurement of a
position taken or expected to be taken in a taxrmet FIN 48 requires that the Company determinetivr the benefits of tax positions
more likely than not of being sustained upon abdied on the technical merits of the tax positior. tax positions that are more likely tl
not of being sustained upon audit, the Companygmizes the largest amount of the benefit that &g than 50% likely of being reali:
upon ultimate settlement in the financial staterseRor tax positions that are not more likely theot of being sustained upon audit,
Company does not recognize any portion of the lieimethe financial statements. The Company adopiésiinterpretation effective April
2007. The adoption did not have any effect on tam@any’s consolidated financial statements.

In September 2006, the FASB issued Statement @neinl Accounting Standard 157, “Fair Value Meaments” (“SFAS 157")SFAS 15
requires the use of a fair value hierarchy thabrirzes the inputs to valuation techniques usethéasure fair value into three levels: qu
market prices in active markets for identical essetd liabilities (Level 1), inputs other than qobtmarket prices that are observable fo
asset or liability, either directly or indirectlizével 2), and unobservable inputs for the assétbility (Level 3). SFAS 157 is effective for t
Companys financial statements issued for the fiscal yesginming April 1, 2008. Adoption of SFAS 157 is retpected to have a mate
impact on the Company's financial statements.

In February 2007, the FASB issued Statement ofrf€ilah Accounting Standard 159THe Fair Value Option for Financial Assets and Riial
Liabilities — Including an amendment of FASB StagenNo. 115" (“SFAS 159”)SFAS 159 permits entities to choose to measure
financial instruments and certain other items atvalue that are not currently required to be mieed at fair value. SFAS 159 is effective
the Company’s fiscal year beginning April 1, 2088option of SFAS 159 is not expected to have a natenpact on the Companyfinancia
statements.
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In December 2007, the FASB issued SFAS No. 160ntéatrolling Interests in Consolidated Financiat8iments -An Amendment of ARI
No. 51" (SFAS 160). SFAS 160 establishes accounting andrtiegostandards for the noncontrolling interestairsubsidiary (previous
referred to as minority interests). SFAS 160 alsguires that a retained noncontrolling interestrufite deconsolidation of a subsidiary
initially measured at its fair value. Upon adoptiohSFAS 160, companies will be required to repwhcontrolling interests as a sepa
component of stockholdersguity. Companies will also be required to preseritincome allocable to noncontrolling interestd aet incom
attributable to stockholders separately in theiteshents of income. Currently, minority interesis eported as a liability or temporary eq
on the balance sheet and the related income d#hileuto the minority interests is reflected asapense in arriving at net income (loss). S
160 is effective for fiscal years, and interim pes within those fiscal years, beginning on orraecember 15, 2008. SFAS 160 reqt
retroactive adoption of the presentation and d&ale requirements for existing minority interest.other requirements of SFAS 160 shal
applied prospectively. The Company does not curérgve any noncontrolling interests in subsidisri@FAS 160 would only have an img
on subsequent acquisitions of noncontrolling irgere

In December 2007, the Financial Accounting StansldBdard (“FASB”) issued Statement of Financial Aacting Standards (“SFA$”
No. 141R,"Business Combinations” (SFAS 141R), which replaB€#\S No. 141, “Business CombinationSFAS 141R establishes princif.
and requirements for determining how an enterpasegnizes and measures the fair value of certsata and liabilities acquired in a busil
combination, including noncontrolling interests,ntingent consideration, and certain acquired cgetities. SFAS 141R also requ
acquisitionrelated transaction expenses and restructuring desexpensed as incurred rather than capitaliged @mponent of the busin
combination. SFAS 141R will be applicable prospesi to business combinations for which the acdgoisidate is on or after the beginning
the first annual reporting period beginning on &emDecember 15, 2008. SFAS 141R would only havenapact on accounting for a
businesses acquired after the effective date sfitinouncement.

In March 2008, the FASB issued Statement of Firen¢counting Standards No. 16Disclosures about Derivative Instruments and Heg
Activities — an amendment of FASB Statement No.”188FAS 161”). SFAS 161 changes the disclosure requirements favatiee
instruments and hedging activities. Entities arguieed to provide enhanced disclosures about (&) aod why an entity uses derivai
instruments, (b) how derivative instruments andtesl hedged items are accounted for under SFAS3®and its related interpretations,
(c) how derivative instruments and related hedgems affect an entitg’financial position, financial performance andhcisw. The guidanc
in SFAS 161 is effective for financial statemergsued for fiscal years and interim periods begiprafter November 15, 2008, with et
application encouraged. This Statement encourdmggsjoes not require, comparative disclosures doliex periods at initial adoption. At tl
time management is evaluating the implicationsfeAS 161 and its impact on the financial statembéatsnot yet been determined.

NOTE C - RECEIVABLE FROM CLEARING BROKER

At March 31, 2008, the receivable from clearingk@mamount in the consolidated statement of fireln@dndition represents the Compa
cash balance with its clearing broker.

NOTE D - SECURITIES OWNED AND SECURITIES SOLD, BUT NOT YET PURCHASED

Securities owned and securities sold, but not yethased, at March 31, 2008 and 2007 consist of:

2008 2007

Securities Owned:

Equity securities - marketable at fair value $ 2,42325 $ 14,188,74
Equity securities - not readily marketable, atreatied fair value - -
Equity securities - total $ 2,42325 $ 14,188,74
Securities Sold, but not yet Purchased:

Equity securities - marketable at fair value $ 2,661,62! $ 8,266,39!
Equity securities - not readily marketable, atraatied fair value 116,45 -

Equity securities - total
$ 2,778,08 $ 8,266,39!
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NOTE E — PREPAID COMPENSATION

During the year ended March 31, 2008, Hudson hasdd $3,019,000 to employees as an incentive foiatihg with the Company. Tt
employees signed employment agreements and pramisstes with Hudson bearing interest at ratesirgnffom 4% to 5%. The employm
agreements specify that Hudson will forgive thenkaor a portion thereof, if the employees remaipleyed with Hudson for a cert:
duration. The loans are being amortized on a dttdilge basis over the period specified in the emplegtnagreement. Loan amortizal
charged to salaries and related costs in the statisnof operations was $616,389 for the year eihdh 31, 2008.

NOTE F - FURNITURE, EQUIPMENT, CAPITALIZED SOFTWARE AND LEASEHOLD IMPROVEMENTS

A summary of the furniture, equipment, and leasgfirprovement activity is as follows:

Furniture & Leasehold

Equipment Improvements Software Total
Balance, March 31, 2007 $ 2,126,36° $ 113,00 $ 218,000 $ 2,457,37.
Additions 217,13¢ 28,34¢ 528,44t 773,93(
Disposals (1,701,87) (45,787 - (1,747,65)
Balance, March 31, 2008 $ 641,63( $ 95,57 $ 746,44¢ $ 1,483,64!

A summary of the accumulated depreciation actiigtgs follows:

Furniture & Leasehold Capitalized

Equipment Improvements Software Total
Balance, March 31, 2007 $ 1,941,90 $ 37,387 $ - $ 1,979,29!
Depreciation 135,87: 34,40¢ 121,99: 292,27:
Disposals (1,701,87) (45,78)) - (1,747,65)
Balance, March 31, 2008 $ 375,907 $ 26,01¢ $ 121,99¢ $ 523,91t

NOTE G - 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 ofdtbemon stock.

(b) November 2006 private placement

On November 28, 2006, the Company sold securitiespurchase price of $.60 per unit. The units sted 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 holdersuxchmase shares of the Company’
common stock for a period of five years from théedaf issuance at an exercise price of $.85 paesfde Warrants are redeemable by L
terms specified in the warrant agreement.
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Under the terms of the Agency Agreement, the placgragent received, among other compensation, ta aaamission fee of four perc
(4%; or approximately $229,808) of the gross prdsge 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 imptieate placement (the "Placement Agent Warranfi 574,520 Placement Agent Warr.
are exercisable at $.60 per share.

The Companys net proceeds from the private placement wereB95%498, after deducting the placement agent casimission plus $32,185
legal fees and $2,500 of transfer agent fees asteacwith the private placement.

[2] Warrants:

The Company has 1,760,590 warrants outstandingddition to the Warrants issued in connection wita private placement descril
above, which are exercisable for common stock ab@mcise price of $1.0494 per share and expig9d9. The warrants may be redeeme
the Company at $.01 per redeemable warrant, upblesmthan thirty days written notice, if the aage of the closing sale price of the com
stock is at least $2.10 for a period of 20 congeeudays ending on the third day prior to the daft¢he notice of redemption. Any right
exercise the warrant expires on the business dmedately preceding the date of redemption.

A summary of the Company's warrants and relateatindtion for the years ended March 31, 2008 and 20@s follows:

Number of Weighted Averag

Warrants Exercise Price
Outstanding at March 31, 2006 1,760,590 $ 1.049:
Granted 5,362,18. 0.823:
Exercised - -
Outstanding at March 31, 2007 7,122,77.  $ 0.879:
Granted - -
Exercised - -
Outstanding at March 31, 2008 7,122,77.  $ 0.879:
Weighted average remaining months of contractéabli March 31,

2008 38

[3] Stock plans:

The 2005 Stock Option Plan (the "2005 Plan"), whicks approved by the Hudson Board on June 8, 2668%wa Hudsors shareholders
July 26, 2005, provides for the granting of inceatand/or nonqualified stock options to purchasdoupn aggregate of 2,000,000 share
Hudson’s common stock. The 2007 Lohgrm Incentive Compensation Plan (the "2007 Plamhich was approved by the Hudson Boar:
June 28, 2007 and by Hudssrshareholders on August 14, 2007, provided fogthating of incentive and/or nonqualified stockiops, stoc
appreciation rights, restricted stock awards, perénce units and performance bonuses to purchase amp aggregate of 10,000,000 shart
the Companys common stock. A 12,000,000 share increase tautierized shares of the 2007 Plan, to 22,000,680es, was approved by
Hudson Board on February 13, 2008 and by a majofityudson’s shareholders on March 4, 2008. Undéhn blans (collectively the “Plang”
(1) awards may be granted to employees, consultaadspendent contractors, officers and directdtstlife maximum term of any award s
be ten years from the date of grant; (3) the egerprice of any award shall not be less than tiev&ue on the date of grant; and (4) aw.
will typically result in the issuance of new comnmgmares.

[4] Stock option grants:

The Company recognized $161,232 and $55,843 of eosgiion expense during the years ended March (18 and 2007, respective
related to employee stock option grants, whicteftected as salaries and related costs in therS¢ateof Operations. As of March 31, 2C
there was $356,309 of unrecognized employee dtasked compensation expense related to stock ogtamts that will be amortized ove
weighted average period of 1.7 years.
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In addition, the Company recognized $15,000 and4kI07during the years ended March 31, 2008 and,2@3pectively, of professional fe
expense in the consolidated condensed statemepegdtions, related to immediately vested direstock option grants.

On May 2, 2007, the Company granted options torswtant to purchase an aggregate of 250,000 shatke Companys common stock at
exercise price of $0.80 per share under the 2086. Hlhe options, which expire on November 2, 2083t equally on each of the first th
anniversaries of the date of grant. Consultantoogtiare revalued based on the Bl&dkoles option pricing model on financial reportaage:
during the service period. The Company recognizeckdased compensation expense of $8,405 as profekfesaxpense for the year en
March 31, 2008. The Company will record additioegbense relating to these options during theiringgieriod with a final adjustment ba:
on the options’ fair value on the vesting dates.

The Company has computed the fair value of optgrasted using the Blackeholes option pricing model. Under SFAS 123(Rjefitures ar
estimated at the time of valuation and reduce esg@eatably over the vesting period. This estimatebe adjusted periodically based on
extent to which actual forfeitures differ, or asgpected to differ, from the previous estimate, witthmaterial. The expected term of opti
granted represents the estimated period of timeayhiions granted are expected to be outstandinggnGhat the Compang’shares have or
been publicly traded since May 3, 2005, the Compdeneloped an expected volatility figure based aevaew of the historical volatilitie
over a period of time, equivalent to the expectidf these options, of similarly positioned pebtiompanies within its industry, during
early stages of their life as a public company. Tikle-free interest rate was determined from thplied yields from U.S. Treasury zeooupot
bonds with a remaining term consistent with theeexgd term of the options.

In applying the Black-Scholes option pricing modee Company used the following weighted averageragtions:

For the year endi For the year ends
March 31, 2008 March 31, 2007

Risk free interest rate 3.45% 4.82%
Expected term (years) 2.C 2.5
Expected volatility 65% 65%

Expected dividends — —

The weighted average estimated fair value of tbeksbptions granted during the years ended Mar¢l23a8 and 2007 was $0.10 and $0.38
per share, respectively.

As of March 31, 2006, the Company had not issugdogaions under the Plans. A summary of the statulhe options issued under the P
during the years ended March 31, 2008 and 20Qxeisented 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 (185,000 1.01
Balance, March 31, 2007 1,355,001 1.0C
Granted 2,240,00! 0.8¢
Exercised - -
Forfeited (100,000) 1.1¢€
Balance, March 31, 2008 3,495,000 $ 0.9C 28 % 27,05(
Exercisable, March 31, 2008 513,337 $ 0.91 2€ $ 7,50(
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The following table presents information relatedtock options at March 31, 2008:

Options Outstanding Options Exercisable
Weighted
Average
Exercise Number of Remaining Life Number of
Price Options In Years Options

$ 0.3t 110,00( - -

0.4C 75,00( 4.3 75,00(

0.4¢ 305,00( - -

0.8C 250,00( - -

0.9¢ 450,00( 2.3 149,99¢

1.0C 2,225,001 2.1 241,67:

1.1% 30,00( 34 30,00(

1.4¢ 50,00( 1.7 16,66¢

3,495,00! 513,33’

[5] Restricted stock grants:

The Company recognized $229,536 during the yeaea:irch 31, 2008 of compensation expense relatethployee restricted stock opt
grants, which is reflected as salaries and relepsts in the consolidated statement of operatidasf March 31, 2008, there was $3,215,0¢
unrecognized employee stoblsed compensation expense related to restricbe#t grants that will be amortized over a weightedrag:
period of 3.6 years.

A summary of restricted stock activity for the yemded March 31, 2008 is presented in the tablabel

Weighted
Average Total
Number of Grant Date Grant Date
Shares Fair Value Fair Value
Non-vested, March 31, 2007 - 3 - % -
Granted 8,361,66! 0.3¢ 3,250,35!
Vested - - -
Forfeited - - -
Non-vested, March 31, 2008 8,361,66/ $ 03¢ $ 3,250,35!
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NOTE H - INCOME TAXES
The Company files a federal income tax return @omsolidated basis with its whollywned subsidiaries, as well as state income taxmetir
certain jurisdictions. The Company is subject tmimum taxes at the state and local level whichb@ged on measures other than incon

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

The income tax provision (benefit) consists of filléowing:

Years Ended March 31,

2008 2007
Federal:
Current $ (413,599 $ (162,790
Deferred (424,500 37,00(
State and local:
Current 68,90¢ 29,36(
Deferred (201,089 7,000
$ (970,279 $ (89,43()

For the years ended March 31, 2008 and 2007, thected tax expense based on the statutory radedsiciled with actual tax expense as
follows:

Year Ended March 31,

2008 2007
Expected tax expense 34.(% 34.(%
State income tax,
net of federal income tax
effect 455 .3
Non-deductible items (2.7 (7.9
Other 1.2 (6.5
Actual tax expense 37.1% 18.9%
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The principal components of the net deferred taetaat March 31, 2008 are as follows:

March 31,
2008
Deferred taxes:
Net operating loss carryforwards (Federal and ptate $ 290,00(
State minimum tax carryforward credits 67,00(
Reserve for commissions receivable and bad debts 55,00(
Prepaid compensation amortization 252,00(
Contributions carryforward deductions 17,00(
Deferred rent 93,00(
Stock-based compensation 193,00(
Excess of tax over book basis of fixed assets 63,00(
Total gross deferred tax assets 1,030,001
Excess of book over tax basis of capitalized safwa (212,000
Net deferred taxes before valuation allowance 818,00(
Valuation allowance (113,000

Net deferred tax asset $ 705,00(

The Company files a consolidated federal incomere¢éxrn, as well as state income tax returns itagejurisdictions. Federal and state inct
tax returns, beginning with those filed for the temonths ended October 31, 2004 and the twelve rsoattded December 31, 2C
respectively, and through March 31, 2007, remaibjestt to exam. For the year ended March 31, 2008,Gompany had approximat
$1,603,000 of federal net operating losses (“NOlc$"Which (a) approximately $1,231,000 is eligibtelie carried back against prior pel
taxable income and for which the Company has rezedrapproximately $419,000 of current income &oeivables; plus (b) approximat
$372,000 represent federal NOL carryforwards weghire in 2028. In addition, the Company has apipnately $2,763,000 of state N¢
carryforwards, which expire in 2011, 2013 and 204 4aluation allowance has been established teebHsportion of the deferred tax asse
the extent the Company has not determined thaast more likely than not that the future tax besefitll be realized. During the year en:
March 31, 2008, the valuation allowance increasefi4i,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 deitenitations. For the years ended March 31, 28088 2007, the Company made no matc
contributions.

NOTE J - COMMITMENTS AND CONTINGENCIES:
[1] Leases

The Company currently leases office space in Je@gy New Jersey and two satellite locations. Qprildd, 2006, Hudson entered into
agreement to sublease 26,875 rentable squareffeffiiae space in Jersey City, New Jersey. The esad® is guaranteed by Holding. The |
commenced on June 21, 2006 and expires on Augys2@®®. The Company occupied the new Jersey Ciaddnearters location duri
September 2006. Initially, the Company maintainkd original Jersey City office space as a bapksite. During September 2007,
Company eliminated network connectivity at the sitel recognized a lease abandonment charge of xamately $75,000, representing
Companys remaining lease commitments, in preparation ler flovember 30, 2007 lease expiration. On Febrdarg007, the Compa
entered into an agreement to sublease an addi2onédl rentable square feet of office space incFiritalls, New Jersey. The lease comme
on March 1, 2007 and expires on March 31, 2010.
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As of March 31, 2008, the Company had a deferradddiability of $233,764 which represents the egcef rent expense recognized ¢
straightline basis over the term of the leases as compareash rental payments and is included in accexpénses and other liabilities on
statement of financial condition.

Future minimum commitments related to non-cancelapkrating leases as of March 31, 2008 are as®li

Years Ended Office Equipment
March 31, Leases Leases Total

2009 $ 489,000 $ 78,000 $ 567,00(
2010 559,00( 12,00( 571,00(
2011 487,00( 6,00( 493,00(
2012 551,00( - 551,00(
2013 235,00( - 235,00(

$ 2,321,000 $ 96,00 $ 2,417,00!

Rent expense, net of sublease income, was appreiin®i,388,000 and $1,215,000 for the years ehimah 31, 2008 and 2007,
respectively.

[2] Employment agreements:

On January 4, 2007, Hudson entered into five yegsl@yment 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 Offi@ard President, respectively. |
Cunningham and Mr. Knox are key employees of thengany and these employment agreements are deemtssl commitments of tl
Company. The agreements, as amended, provide dohtshall receive a salary of $200,000 per yeas plformulabased annual bonus.
addition, the Company entered into a two year eyipént agreement with another key employee, effectis of December 1, 2006, wt
provides that the employee shall receive a salay160,000 per year.

The Company has outstanding employee loan commtsneh $1,750,000, which were provided as an ingenfor affiliating with th
Company and will be funded in installments betwd&sy and September 2008. Employee loans are evidebgepromissory notes, b

interest at rates of 4-5%, are forgiven over cantra service periods and are amortized on a $tirdilge basis over the same service period.

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

Years
Ended
March 31,
2009 $ 2,250,00!
2010 400,00(
2011 400,00(
2012 300,00(

$ 3,350,00!

[3] Letter of credit:

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

the lease agreement, Hudson is required to maittaitetter of credit until sixty days followingdhtexpiration of the lease. On April 5, 2C
Hudson deposited $225,000 with the issuing findrioistitution in the form of an automatically renale, fourteemnonth time deposit,

order to collateralize the letter of credit. Thmei deposit, plus accrued interest, is includedasheestricted on the accompanying stateme
financial condition.
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[4] Contingencies:

The Company has been named as a defendant in saaitiions relating to its activities as a bro#ealer including a civil action anc
regulatory investigation. On May 5, 2008, Hudsonereed a letter from FINRA alleging a failure topsuvise and implement writt
supervisory procedures related to trading and ntameding and antinoney laundering rules. There is no indication bhtvamount of fines
sanctions FINRA may demand in connection with tredksgations. On June 16, 2008, Hudson submittesgonse to FINRA. Hudson intel
to contest this matter vigorously. From time to gjnthe Company is also involved in arbitrations gmdceedings by setegulaton
organizations. Although the ultimate outcome ofsthenatters involving the Company cannot be prediiatigh certainty, management belie
it has meritorious defenses to all such actionsiatehds to defend each of these actions vigoroddthough there can be no assurances
such matters will not have a material adverse effecthe results of operations or financial comditof the Company in any future peri
depending in part on the results for such periodhé opinion of the Compargsmanagement, the ultimate resolution of such astamainst t
Company will have no material adverse effect onGbenpany's financial condition.

NOTE K - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requiremeimicluding the SEC's Uniform Net Capital Rule (SRiule 15c¢31), which is intended
ensure the general financial soundness and liquafitbrokerdealers by requiring the maintenance of minimunelewf net capital. The
regulations place limitations on certain transawjosuch as repaying subordinated borrowings, gagésh dividends, and making loans t
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 capibdbreover, 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 cafitat 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, 2008, Hudson had net capital of $4,830 under the alternative method, which was $3&0in excess of its required
capital of $1,000,000.

NOTE L - RELATED PARTY TRANSACTIONS

Mark Bisker, Chief Technology Officer (as a conant) and Director (effective September 2007) of @wmpany, was the Chief Execul
Officer and a Director of a consulting firm thatopides information technology management and soéwdevelopment services to
Company, an entity in which he held a 31.5% owrnipraiterest, until November 29, 2007 when the cdtivey firm was sold to a third pan
During his term as a Director and through Novenfr2007, services valued at $235,064 were providdtle Company by this consult
firm, most of which has been capitalized as intbyrdeveloped software and has been fully paidfadarch 31, 2008 (see Note BJ[3]).

NOTE M - SUBSEQUENT EVENTS

[1] June 2008 private placement:

On June 20, 2008, the Company closed on a privatzment of $4 million of securities, with net peeds to Holding of $3.9 million aft
deducting offering costs. In connection with thévate placement, the Company issued 8,000,000 stareommon stock and delivere
warrant to purchase an aggregate of 4,000,000 slo&ieur common stock. The warrant entitles thel@oto purchase shares of the Company’
common stock for a period of five years from théedzf issuance at an exercise price of $0.75 pemesh

[2] Stock option grants:

On May 6, May 19, and June 2, 2008, the Compangtgdaoptions to purchase an aggregate of 1,365Bafes of common stock at exer
prices ranging from $0.60 to $0.75 to new and exgstmployees, pursuant to the 2007 Plan. The mp#xpire after three and a half years.
$201,050 grant date fair value will be amortize@rohe three year vesting period.

[3] Restricted stock grants:

On May 5, 2008, the Company granted 100,000 sludri@esmediately vested restricted stock to eactoaf honemployee directors, pursuan

the 2007 Plan, for a total of 400,000 shares aaeket value of $0.41. Accordingly, the $164,000ngdate fair value of the grants will resul
an immediate charge to the statement of operatmursuyant to SFAS 123(R).
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EXHIBIT 10.15

AMENDMENT NO. 1
TO THE
EMPLOYMENT AGREEMENT

This AMENDMENT NO.1 (the “Amendment”),dated May 19, 2008, is entered into by and betwdadson Holding Corp.,
Delaware corporation (the “Company”), and Martin @nningham (the “Employee”jor the purpose of amending the terms of that ow
Employment Agreement, dated January 1, 2007 (tlggédment”).

WHEREAS , the Company and Employee desire to amend, madidyclarify the Agreement as set forth in this Adr@ent

NOW, THEREFORE , for good and valuable consideration, the recaiyut sufficiency of which is hereby acknowledged, plartie
amend the Agreement and agree as follows:

1. All capitalized terms not defined herein shall h#twe same meaning ascribed to them in the Agreement
2. Section 5(b) of the Agreement is hereby replacdtsiantirety as follows:

“(lb)  BONUSES.

0] ANNUAL BONUS. In the event the Comparsyannual consolidated pretax earnings, as detedhimaccordanc
with generally accepted accounting principles aegorted in the Company’s Form 10-K (the “Company’
Earnings”), equal or exceed $3 million in any fiscal year dgrithe Agreement Term, the Company shall
Employee annual bonus compensation (the “AnnualuBYnin an amount equal to 4% of the Companiarning
for such fiscal year.

(i) A prorated portion of the Annual Bonus shall be gddg quarterly (the “Quarterly Paymenit) the event quarter
consolidated pretax earnings (the “Quarterly Eagsilpequal or exceed $750,000, subject to a holdba@b%§ (the
“Holdback”) of the Quarterly Payment due Employee. In the ettemQuarterly Earnings are less than $750,00
Quarterly Payment shall be made and payment oAtiteial Bonus, if any, shall be deferred until coetjgin of the
fiscal year. Payment of the Annual Bonus at the @hithe fiscal year shall be paid upon the filifghee Form 10K
and the payment of a Quarterly Payment, when dwadl, se made within forth five (45) days of the qaation of the
fiscal quarter. To the extent the Annual Bonusue tb Employee at the completion of the fiscal y@aeluding th
Holdback), such payment shall be less any Quartealyments received by Employee during the fiscat.y€o thi
extent that any payment received by the Employeefiscal year is in excess of the Annual Bonusfdusuch fisce
year, such excess amount shall be credited agdiesamount due to Employee for the Annual Bonustifa
succeeding fiscal year.”

3. Except as specifically set forth in this Amendmehgre are no other amendments to the Agreementhanélgreement shi
remain unmodified and in full force and effect.

4. This Amendment shall be governed by and constnu@gtéordance with the domestic laws of the Statéent Jersey, witho
giving effect to any choice of law or conflict odw provision or rule (whether the State of New &grer any othe
jurisdiction) that would cause the application bEtlaws of any jurisdiction other than the StateNsw Jersey. Th
Amendment may be executed in one or more countstpamy one of which may be by facsimile, and &livbich take:
together shall constitute one and the same instntime

[SIGNATURES TO FOLLOW]
IN WITNESS WHEREOF , the parties have executed this Amendment aseodate first above written.
HUDSON HOLDING CORP.

By: /s/ Keith R. Knox

Name: Keith R. Kno;
Title: President




/s/ Martin C. Cunningham

Martin C. Cunningham




EXHIBIT 10.16

AMENDMENT NO. 1
TO THE
EMPLOYMENT AGREEMENT

This AMENDMENT NO.1 (the “Amendment”),dated May 19, 2008, is entered into by and betwdadson Holding Corp.,
Delaware corporation (the “Company”), and Keith Riox (the “Employee”),for the purpose of amending the terms of that o
Employment Agreement, dated January 1, 2007 (tlggédment”).

WHEREAS , the Company and Employee desire to amend, madifyclarify the Agreement as set forth in this Ach@ent

NOW, THEREFORE , for good and valuable consideration, the recaiyut sufficiency of which is hereby acknowledged, plartie
amend the Agreement and agree as follows:

5. All capitalized terms not defined herein shall h#tve same meaning ascribed to them in the Agreement
6. Section 5(b) of the Agreement is hereby replacdtsiantirety as follows:

“(lb)  BONUSES.

0] ANNUAL BONUS. In the event the Comparsyannual consolidated pretax earnings, as detedmimaccordanc
with generally accepted accounting principles aegorted in the Company’s Form 10-K (the “Company’
Earnings”), equal or exceed $3 million in any fiscal year dgrite Agreement Term, the Company shall
Employee annual bonus compensation (the “AnnualuBYnin an amount equal to 4% of the Compankarning
for such fiscal year.

(i) A prorated portion of the Annual Bonus shall be gidg quarterly (the “Quarterly Paymentt)) the event quarter
consolidated pretax earnings (the “Quarterly Eagsilpequal or exceed $750,000, subject to a holdbad&b%6 (the
“Holdback”) of the Quarterly Payment due Employee. In the ettemQuarterly Earnings are less than $750,00
Quarterly Payment shall be made and payment oAtimeial Bonus, if any, shall be deferred until coetjgin of the
fiscal year. Payment of the Annual Bonus at the @hithe fiscal year shall be paid upon the filifghee Form 10K
and the payment of a Quarterly Payment, when cadl Ise made within forth five (45) days of the qaation of the
fiscal quarter. To the extent the Annual Bonusue tb Employee at the completion of the fiscal y@&aeluding th
Holdback), such payment shall be less any Quartealyments received by Employee during the fiscat.y€o thi
extent that any payment received by the Employeefiscal year is in excess of the Annual Bonusfdusuch fisce
year, such excess amount shall be credited agdiesamount due to Employee for the Annual Bonustifa
succeeding fiscal year.”

7. Except as specifically set forth in this Amendmehgre are no other amendments to the Agreementhanélgreement shi
remain unmodified and in full force and effect.

8. This Amendment shall be governed by and constnuegtéordance with the domestic laws of the Statéent Jersey, witho
giving effect to any choice of law or conflict odw provision or rule (whether the State of New &grer any othe
jurisdiction) that would cause the application bk tlaws of any jurisdiction other than the StateNww Jersey. Th
Amendment may be executed in one or more countstpamy one of which may be by facsimile, and &livbich take:
together shall constitute one and the same instntime

[SIGNATURES TO FOLLOW]
IN WITNESS WHEREOF , the parties have executed this Amendment aseodate first above written.

HUDSON HOLDING CORP.

By: /s/ Martin C. Cunningham

Name: Martin C. Cunningha
Title: Chief Executive Officer



/s/ Keith R. Knox

Keith R. Knox




EXHIBIT 21
SUBSIDIARIES OF HUDSON HOLDING CORPORATION
The following is a list of all subsidiaries of HusHolding Corporation and the state of incorporati
« Hudson Securities, Inc., a Delaware corporation

« Hudson Technologies, Inc. a Delaware corporation




EXHIBIT 23.1

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRNM CONSENT

We consent to the incorporation by reference inRkgistration Statement of Hudson Holding Corporatin Form S-8 (File No. 333-
150432) with respect to our audits of the constdiddinancial statements of Hudson Holding Corgoraas of March 31, 2008 and 2007
for the years ended March 31, 2008 and 2007, apyeiarthe Annual Report on Form X0ef Hudson Holding Corporation for the year en
March 31, 2008. We also consent to the referenceitdirm under the heading “Experts” in such Pexgpses.

/s/ Eisner LLP
Eisner LLP

New York, New York
June 26, 2008




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 16fkKiudson 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 circumstanoeker which such statements were made, not misigadith 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))iatetinal 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 thgiserant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) Designed such internal control over financiglaiting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymgedeaccounting principles;

c¢) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport 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

d) Disclosed in this report any change in the tegid's internal control over financial reportitat 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 weagses in the design or operation of internal cositoekr 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 signiffole in the registrant's internal
controls over financial reporting.

Date: June 26, 2008 /s/ 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 16fkKudson 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) Designed such internal control over financiglaing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles ;

c¢) Evaluated the effectiveness of the registratitslosure controls and procedures and presenttdsimeport our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegg'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 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 weakses in the design or operation of internal costovkr financial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and refieincial 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 26, 2008 /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 HtdCorporation, (the "Company") on Form 10-K fbetperiod ended March 31, 2008 as
filed with the Securities and Exchange Commissiorhe date hereof (the "Report"), I, Martin C. Cimglnham, 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 Sarbar@sley
Act of 2002, that, to my knowledge:

(1) The Report fully complies with the requiremeotsSection 13 (a) or 15 (d) of the Securities Eaade 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 26, 2008 /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 HigdCorporation, (the "Company") on Form 10-K foetperiod ended March 31, 2008 as
filed with the Securities and Exchange Commissionhe date hereof (the "Report"), I, Keith R. Kn&xincipal Financial Officer of the
Company, certify, pursuant to 18 U.S. C. Sectiob0l.2is adopted pursuant to Section 906 of the Sasb@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 26, 2008 /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 MAY 12, 2008

HUDSON HOLDING CORPORATION ANNOUNCES PROFITABLE FOU RTH QUARTER;
FOURTH QUARTER REVENUES UP 83%

JERSEY CITY, NJ, MAY 12, 2008: HUDSON HOLDING CORRATION (OTC Bulletin Board:HDHL.OBNews) announced that
generated a fourth quarter profit as a result oBa% increase in revenues. Commission revenuesdsed 410% and 278% for the tt
months and fiscal year ended March 31, 2008, t6 &#llion and $10.1 million from $1.0 million an®% million during the same periods
the prior fiscal year, respectively, primarily digean expansion of the institutional sales effbiet trading gains increased 5% and decre
13% for the three months and fiscal year ended M&ig 2008, to $4.5 million and $15.5 million frdgd.3 million and $17.9 million durir
the same periods in the prior fiscal year, respelti

Total revenues increased 83% and 28% for the tim@ehs and fiscal year ended March 31, 2008, t6 &8llion and $26.8 million from $5
million and $20.9 million during the same periodsthe prior fiscal year, respectively. Hudson'altssare currently being audited and n
detailed results will be announced upon completibthe audit. However, as noted previously, therttoguarter is expected to be profita
erasing a portion of the previously announced nmioath net loss.

Three Months Ended Fiscal Year Ended
March 31, March 31,
(unaudited; $000) 2008 2007 2008 2007
Commissions and fees $ 493( $ 96€ $ 10,07C $ 2,66¢
Trading gains, net 4,54 4,30¢ 15,54: 17,924
Interest and other, net 397 122 1,157 262
Total revenues $ 9,86¢ $ 5397 $ 26,76¢ $ 20,85:

Hudson Holding Corporation is a holding company édhe parent of Hudson Securities, Inc. and Hod$echnologies Inc.. Huds
Securities is a registered broldgaler under the Securities Exchange Act of 193dember of the National Association of Securitiesa@rs
Inc. and. meets the liquidity needs of brokers |aetsainstitutions, 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 Hudserurities and client companies.

Certain statements contained herein constituteWiard-looking statementsiithin the meaning of the Private Securities Litiga Reform Ac

of 1995. These forward-looking statements are basedcurrent expectations, estimates and projectiahsut 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 e difficult to predict. Because st
statements involve risks and uncertainties, theaatesults and performance of the Company magrdiffaterially from the results expres

or implied by such forward-looking statements. @itleese uncertainties, readers are cautioned nqtlase undue reliance on such forward-
looking statements. Unless otherwise required by, lhe Company also disclaims any obligation to aipdts 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 filasogkcally with the Securities and Exchange Comiuiss




EXHIBIT 99.2
PRESS RELEASE

Contacts:

Martin C. Cunningham Keith R. Knox
Chairman & CEO President
201-216-0100 201-216-0100

FOR IMMEDIATE RELEASE June 27, 2008

HUDSON HOLDING CORPORATION RELEASES FULL YEAR AUDIT ED RESULTS;
PROFIT IS GENERATED IN FOURTH QUARTER ON 83% REVENU E INCREASE

Jersey City, NJ, June 27, 2008: Hudson Holding Cogration (OTC Bulletin Board: HDHL.OBNews) announced that it filed its results
the fiscal year ended March 31, 2008h the Securities and Exchange Commission todayal revenues increased 83% for the three mi
ended March 31, 2008, to $9.9 million from $5.4limil during the same period in the prior fiscal yg@ommission revenues increased 4
for the three months ended March 31, 2008, to 84l®n from $1.0 million during the same periodtime prior fiscal year, primarily due to
expansion of our institutional sales effort. Netding gains increased 5.4% for the three monthediiarch 31, 2008, to $4.5 million frc
$4.3 million during the same period in the priagchl year. Net income increased to $0.4 milliontfa three months ended March 31, 2
from a $0.4 million loss during the same periodhia prior fiscal year.

Total revenues increased 28% for the fiscal yededrMarch 31, 2008, to $26.8 million from $20.9liil during the same period in the p
fiscal year. Commission revenues increased 278%h#ofiscal year ended March 31, 2008, to $10.lionifrom $2.7 million during the sar
period in the prior fiscal year, primarily due to expansion of our institutional sales effort. Matling gains decreased 13% for the fiscal
ended March 31, 2008, to $15.5 million from $17.8iom during the same period in the prior fiscaay, primarily due to proprietary trad
losses and reduced market activity. However, neinme declined 318% for the fiscal year ended M&th2008, to a $1.6 million loss fron
$0.4 million loss during the same period in theopfiscal year, primarily as a result of proprigtarading losses and costs associated
recruiting incentives, capacity expansion, and lsguy compliance.

(unaudited)
Three Months Ended Year Ended
March 31, March 31,
2008 2007 2008 2007
Commissions $ 4,930,300 $ 966,08! 10,070,06 2,665,43
Trading gains, net 4,541,801 4,308,70° 15,541,70 17,924,17
Interest and other 397,02: 121,84( 1,157,07. 261,90!
Total revenues $ 9869,13 $ 539,63 $ 26,768,84 $ 20,851,51
Net income (loss $ 381,51t $ (391,29) $ (1,602,29) $ (383,109
Basic and diluted EPS $ 0.01 $ 0.0)) $ (0.0 $ (0.01)

“Our efforts to utilize our expanded capacity bylexd) seasoned producers are beginning to pay digi&lé said Marty Cunningham, Hudsen’
Chairman and Chief Executive Officer. “However, tharket environment continues to be challenging” ®unningham continuedOur goa
is to further increase our market share and thente$4 million private placement will allow us torgue additional strategic opportunitie:
they arise.”

Hudson Holding Corporation is a holding company édhe parent of Hudson Securities, Inc. and Hod$echnologies Inc.. Huds
Securities is a registered brolagaler under the Securities Exchange Act of 193#ember of the Financial Industry Regulatory Auity
(“FINRA) and meets the liquidity needs of brokedgalers, institutions, and asset managers by makiarkets in over 9,000 Nasdag, non-
Nasdaq OTC, listed and foreign securities, withtipalar expertise in trading mid cap, small cap amdro cap stocks. Hudson Technolor
provides technology services to Hudson Securitiescient companies.

Certain statements contained herein constitute wiard-looking statementskithin the meaning of the Private Securities Litiga Reform Ac
of 1995. These forward-looking statements are basedcurrent expectations, estimates and projectiahsut 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 subjeateitain risks, uncertainties and assumptions #a 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 nqtlase undue reliance on such forward-
looking statements. Unless otherwise required by, lhe Company also disclaims any obligation to aipdts 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 filasogkcally with the Securities and Exchange Cominiss




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended Years Ended
March 31, March 31,
2008 2007 2008 2007

Revenues:
Trading gains, net $ 4,541,801 $ 4,308,700 $ 15,541,700 $ 17,924,17
Commissions 4,930,301 966,08! 10,070,06 2,665,43
Interest and other income, net 397,02 121,84( 1,157,07: 261,90!
9,869,13! 5,396,63; 26,768,84 20,851,51

Expenses:
Salaries and related costs 1,863,67: 1,033,401 5,266,83! 3,457,88:
Commissions, execution and clearing charges 4,982,57 2,840,31! 14,781,05 10,461,86
Communications 1,259,69: 1,255,32 5,012,41 4,450,49
Occupancy 270,72 349,62¢ 1,388,00! 1,215,46:
Professional fees 312,14« 152,45( 1,063,60: 549,79:.
Business development 225,99¢ 113,24¢ 729,04 393,85(
Other 278,80¢ 234,86( 1,100,45. 794,70«
9,193,61! 5,979,22! 29,341,41 21,324,05
Income (loss) before income taxes 675,51t (582,59 (2,572,56) (472,539
Income tax provision (benefit) 294,00( (191,30) (970,279 (89,430
Net income (loss) $ 381,51t $ (391,299 $ (1,602,29) $ (383,101)
Earnings (loss) per share - basic $ 0.01 $ (0.00) $ (0.09 $ (0.01)
Earnings (loss) per share - diluted $ 0.01 $ (0.00) $ (0.09 $ (0.07)
Weighted average number of shares outstandinge bas 36,725,18 30,393,95 36,725,18 30,393,95
Weighted average number of shares outstandingitedil 44,611,48 30,393,95 36,725,18 30,393,95




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL CONDI TION

(unaudited)
March, 31
2008 2007
ASSETS
Cash and cash equivalents $ 6,172,34: $ 5,112,27!
Cash - restricted 245,50! 235,83
Receivable from clearing broker 2,475,57! 945,03:
Securities owned, at fair value 2,423,25 14,188,74
Income taxes receivable 419,04: 613,26t
Furniture, equipment, capitalized software anddbafl improvements, net 959,73: 478,07"
Deferred tax asset 705,00( 79,00(
Other assets 409,28¢ 269,87:
Prepaid compensation 2,402,61. -
Goodwill 1,111,17! 1,111,17!
$ 17,323,53 $ 23,033,28
LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Securities sold, but not yet purchased, at faneal $ 2,778,08 $ 8,266,39!
Commissions payable 1,070,511 628,08t
Accrued expenses and other liabilities 1,399,54i 875,28
Total liabilities 5,248,141 9,769,77.

Commitments and contingencies

Stockholders' equity:
Preferred stock, $.001 par value, 1,000,000 shardg®rized, none issued - -
Common stock, $.001 par value, 100,000,000 shatb®@azed, 41,445,185 shares issued

(includes 8,361,666 unvested restricted sharesB&i5,185 shares outstanding 36,72¢ 36,72¢
Additional paid-in capital 12,631,30 12,217,12
(Accumulated deficit) retained earnings (592,62) 1,009,66:

Total stockholders' equity 12,075,39 13,263,51

$ 17,323,563 $ 23,033,28






