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HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL CONDI TION
SEPTEMBER 30, 200
(unaudited)

ASSETS
Cash and cash equivalents
Cash - restricted
Receivable from clearing broker
Securities owned, at fair value
Employee receivable
Income taxes receivable

Furniture, equipment, capitalized software anddbakl improvements, net

Deferred tax asset

Other assets
Goodwill

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased, at faneal

Commissions payable
Accrued expenses and other liabilities

Total liabilities

Commitments and contingencies (Note G)

Stockholders' equity:
Preferred stock, $.001 par value, 1,000,000 sharderized,
none issued
Common stock, $.001 par value, 100,000,000 shaitee@zed,
36,725,185 shares issued and outstanding
Additional paid-in capital
Accumulated deficit

Total stockholders' equity

$ 727,24
241,53!
7,300,69!
6,927,83
990,69

990,58!

709,05¢

344,78¢

301,81:
1,111,117

$ 19,645,41

$ 5,577,12
711,34¢
1,086,31.

7,374,78!

36,72
12,312,95
(79,049
12,270,63

$ 19,645,41




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended Six Months Ended
September 30, September 30,
2007 2006 2007 2006

Revenues:
Trading gains, ne $ 3,5620,24. $ 3,863,48 $ 8,918,201 $ 9,083,41
Commission: 988,52 514,66t 1,894,05! 931,65
Interest and other income, r 354,90( 14,55¢ 476,81: 82,44«
4,863,67. 4,392,70: 11,289,07. 10,097,51

Expenses:
Salaries and related co: 1,044,79. 788,10° 2,162,70! 1,623,51
Commissions, execution and clearing chal 2,940,78 2,367,99: 6,230,77. 4,888,45I
Communication: 1,321,56: 907,18« 2,553,77. 1,953,46
Occupancy 470,61¢ 326,37: 837,08 473,06«
Professional fee 193,95: 150,49¢ 462,78: 250,02
Business developme 109,56: 83,35¢ 245,71¢ 167,35«
Other 312,71! 195,62 521,87. 356,09:
6,393,99. 4,819,13 13,014,70 9,711,96.
(Loss) income before income taxe (1,530,31) (426,429 (1,725,62) 385,55t
Income tax (benefit) provisio (597,02 (110,169 (636,915 201,33:
Net (loss) income $ (933,299 $ (316,26) $ (1,088,71) $ 184,22:
(Loss) earnings per she- basic $ (0.09) $ (0.01)) $ (0.09) $ 0.01
(Loss) earnings per she- diluted $ (0.09) $ (0.01) $ (0.09) $ 0.01
Weighted average number of shares outstar- basic 36,725,18 27,149,86 36,725,18 27,149,86
Weighted average number of shares outstar- diluted 36,725,18 27,149,86 36,725,18 27,490,32




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net (loss) incomi
Adjustments to reconcile net (loss) income to resh
(used in) provided by operating activitit
Depreciation and amortizatic
Stocl-based compensatic
Employee receivable amortizati
Commissions receivable reserve provis
Deferred ren
Abandoned lease provisic
Deferred taxe
Changes in
Receivable from clearing brok
Securities owne
Employee receivabl
Commissions receivab
Income taxes receivable/paya
Other asset
Securities sold, but not yet purcha:
Commissions payab
Accrued expenses and other liabilitie

Net cash (used in) provided by operating activi

Cash flows from investing activities:

Purchase of furniture, equipment, capitalized safenand leasehold improveme

Cash subject to restrictiol
Net cash used in investing activit|

Net (decrease) increase in cash and cash equivake
Cash and cash equivaler beginning of yea

Cash and cash equivalents - end of period

Supplemental disclosures of cash flow information
Cash paid during the period ft
Income taxe:

Non-cash operating activitie
Commissions receivable writt-off against reserv

(unaudited)

Six Months Ended
September 30,

2007 2006
(1,088,71) $ 184,22:
124,53¢ 64,86¢
95,82¢ 26,00(
28,30¢ -
94,33¢ 114,31°
110,34¢ 67,94t
75,18¢ -
(265,78 51,50(
(6,355,65) 6,591,73!
7,260,91: (426,27
(1,019,001 -
(94,335 (114,31)
(377,319 (941,74)
(31,939 253,22:
(2,689,26) 982,02:
83,26° (568,36
25,49( 2,32¢
(4,023,81) 6,287,45:
(355,519 (210,58
(5,699 (225,00()
(361,21¢) (435,58
(4,385,03) 5,851,87:
5,112,27' 476,54
727,24: $ 6,328,42:
550C $ 1,097,45!

- $ 112,52:




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(unaudited)

NOTE A - ORGANIZATION, OPERATIONS AND BASIS OF PRES ENTATION

The accompanying unaudited consolidated condenisethcial statements have been prepared in accadaiitb accounting principli
generally accepted in the United States of Ameiacanterim financial information and with the imgttions to Form 1@SB. Accordingly
they do not include all of the information and foaties required by accounting principles generatlyepted in the United States of Ame
for complete financial statements. In the opinidomanagement, such statements include all adjustn{eansisting only of normal recurri
items) which are considered necessary for a faisgmtation of the consolidated financial positibiodson Holding Corporation (“Holdingy”
as of September 30, 2007, and the consolidatetisesuts operations and cash flows for the thaed six month periods ended Septembe
2007 and 2006. The results of operations for tiheetland six month periods ended September 30, &@0iot necessarily indicative of
operating results for the full year. It is suggdsteat these consolidated condensed financialrstatts be read in conjunction with
consolidated financial statements and related alsces for the year ended March 31, 2007 includéddiolding’s Annual Report on Form 10-
KSB.

The consolidated condensed financial statementsdacthe accounts of Holding, a holding companyd @a wholly owned subsidiarie
namely Hudson Securities, Inc. (“Hudson”) and Huddechnologies Inc. (“Technologies”) (collectivellye “Company”).Hudson is
registered brokedealer under the Securities Exchange Act of 1984isa member of the National Association of SemsiDealers, Inc. (tt
"NASD"). Hudson is a market maker specializing noypding liquidity in less liquid, difficult to trde stocks and is an introducing brc
which clears all transactions through a clearirgpaization on a fully disclosed basis. Accordingiydson is exempt from rule 15&3ef the
Securities Exchange Act of 1934. On May 22, 20G&;Hhologies was formed as a Delaware corporatiothéopurpose of providing softw:
development and technology services for Hudsonfanthird parties. Technologies had total assets8%6,898 as of September 30, 2007
had revenues of $27,419 and $59,263 and net ladsg$4,978 and $11,003 for the three and six mostided September 30, 2007.
Company has offices in New Jersey and Florida.

On July 21, 2004 a predecessor broker-dealer foranetiolly-owned subsidiary named Hudson Capital Markets, (CMI"), which was
organized in the state of Delaware. HCMI was autileor to issue 30,000,000 shares of common stodk aviar value of $.001 per share.
July 31, 2004, the predecessor brottealer was merged into HCMI, with HCMI becoming thevivor ("HCMI Merger") and the name v
changed to Hudson Securities, Inc. In connectiah this merger, the stockholders of the predecdssikerdealer received 83,333.33 sh:
of Hudson for each share of the predecessor brdaler shares owned. The historical capital acsowete retroactively adjusted to refl
the equivalent number of shares issued by HCMhanHCMI Merger, while the predecessor brollealer historical retained earnings
carried forward.

In December 2004, Hudson entered into an AgreeraadtPlan of Merger (the "Agreement”) with Healtht€unes Management,
("HOM"), a noneperating public company. On May 3, 2005, under tdrens of the Agreement, Hudson's stockholders angbd a
10,967,000 shares of their common stock for 19(E8# post reverse-split shares of HOM common stackli Hudsors warrant holde
exchanged 998,667 of their Hudson warrants withesercise price of $1.85 for 1,760,590 post revepi-warrants to purchase HC
common stock at $1.0494 per share (the "Exchang&d.HOM shares that were issued represented 9430df's outstanding interest at
time of the Exchange. In connection with the leffaim of this transaction, Hudson became a whollyned subsidiary of HOM. C
September 6, 2005, HOM changed its name to Hudswodiiy Corporation and effectuated a one for eighterse stock split for :
stockholders of record as of the close of busimesslune 13, 2005. For financial reporting purposes, Exchange represents a ca
transaction of Hudson or a "reverse merger" ratten a business combination. Accordingly, the nunoibshares issued and outstanding
additional paidin capital of Holding has been retroactively adjdsto reflect the equivalent number of shares &yeHOM in the Exchang
on a post reverse-split basis, while Hudsolistorical retained earnings is being carriedvéod. All costs attributable to the reverse me
were expensed. Further, all per share amounts amiber of common stock shares, including those nhbdé on the exercise of options
warrants, in these consolidated condensed finastaééments and notes thereto, have been reflentacost reverse-split basis.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES
[1] Securities transactions:

Hudson records transactions in securities and d¢teded revenue and expenses on a toade-basis. Securities owned and secu
sold, but not yet purchased, are stated at markeiewvith the resulting unrealized gains and lossfiected in trading gains, n
Securities which do not have a readily ascertamaidrket value are valued at their estimated faineras determined by managenr
Because of the inherent uncertainty of valuatitwe, Inanagement determined values may differ sigmiflg from values that wou
have been used had a ready market for these seswxisted and the differences could be material.

[2] Income taxes:

The Company accounts for income taxes in accordwittethe provisions of Statement of Financial Agobng Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEMAo. 109 requires that the Company recognize deafetax liabilities an
assets for the expected future tax consequencegeoits that have been included in the financiaéstants or tax returns. Under 1
method, deferred tax liabilities and assets arerdehed on the basis of the difference betweenakéasis of liabilities and assets
their respective financial reporting amounts ("temgy differences") at enacted tax rates in effecthe years in which the tempor
differences are expected to reverse. The Compamyde an estimated valuation allowance on its defeincome tax assets if it is |
more than likely that these deferred income taetassill be realized.

The Company files a consolidated federal incomeadtxn, as well as state income tax returns itagejurisdictions. As of Septemt
30, 2007, the Company has state net operatingclrsgforwards of approximately $2,659,000, whiclpiex in 2011, 2013 and 20:
The income tax benefit in the statements of opamatincludes approximately $435,000 and $419,00GHe three and six mont
ended September 30, 2007, respectively, which sepis the benefit attributable to the Company aagripack the federal taxable I
generated during these periods against federableacome from the fiscal year ended March 31,6209 valuation allowance h
been established to offset a portion of the defetag asset to the extent the Company has notrdigted that it is more likely than r
that the future tax benefits will be realized.

[3] Furniture, equipment, leasehold improvements, cap#lized software, and depreciation and amortization:

Furniture, equipment and leasehold improvementsererded at cost. Depreciation and amortizatiocoimputed using the straight-
line method over the estimated useful life of thkated asset or, in the case of leasehold improwtsnever the shorter of its estime
useful life or the lease term.

During April 2006, the Company began capitalizirgrtain costs incurred in connection with developargobtaining internal u:
software pursuant to Statement of Position19&ccounting for the Costs of Computer Softwarev@eped or Obtained for Interr
Use. Unamortized capitalized software developmestscof approximately $336,956 represents softiargervice which is beir
amortized over its estimated useful life and is\gedarried in furniture, equipment, capitalizedtsafe and leasehold improvement
the Consolidated Condensed Statement of Finanadi@ion as of September 30, 2007. In addition, ,832 of unamortize
capitalized software development costs represefitware that is still in development and is notrigeamortized.

[4]  Use of estimates:

The preparation of financial statements in conftymiith accounting principles generally acceptedtia United States of Ameri
requires management to make estimates and assmsigtiat affect the reported amount of assets aillities and disclosure
contingent assets and liabilities at the date effthancial statements and the reported amounewénues and expenses during
reporting period. The most significant assumpticglate to determining the fair value of certainwséies, determining the valuati
allowance associated with deferred tax assets ttanevaluation of goodwill for impairment. Actuasults could differ from tho.
estimates.




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES, continued

[5]

[6]

[7]

Cash and cash equivalents:

The Company considers all highly liquid investmemnischased with an original maturity of three manth less to be a cash equival
Restricted cash represents an automatically rerlewgturteen month time deposit which collateraizeletter of credit (see Note
[3]) for additional details.

Concentrations of credit risk:

Hudson is engaged in trading on a principal andfémncy basis with and for primarily other secusitizokereealers and institutior
investors such as mutual funds, hedge funds, bankissimilar businesses. Counterparties to Huddmminess activities inclu
brokerdealers and clearing organizations, and can inchaiks and other financial institutions. Hudsonsusee clearing broker
process transactions and maintain customer accolimsclearing broker extends credit to Hudsonénttle which is secured by ci
and securities in the clients' account. Hudsonfsosure to credit risk associated with the pemnformance by its customers
counterparties in fulfilling their contractual ogpitions can be directly impacted by volatile oigiid trading markets, which m
impair the ability of customers and counterpart@satisfy their obligations to Hudson. AdditiolyalHudson has agreed to indemi
the clearing broker for losses it incurs while extieag credit to Hudson's clients. Amounts due fromstomers that are conside
uncollectible are charged back to Hudson by tharirlg broker when such amounts become determinable.

In the normal course of business, Hudson enters fir@nsactions in various derivative instruments tfading purposes. The
transactions include securities sold short, butyebpurchased, and option and warrant contracts.

Securities sold short, but not yet purchased, sgmteobligations of Hudson to deliver the undedysecurities sold; and option ¢
warrant contracts written represent obligationsiatison to purchase or deliver the specified sgcatithe contracted price. Hudsc
ultimate obligation on such instruments may exddedamount recognized in the statement of finarcalition. Hudson monitors
positions continuously to reduce the risk of theeptial loss due to changes in market value ourfaibf counterparties to perform.

Substantially all of Hudsor’ cash and security positions are deposited wéthclgaring broker for safekeeping purposes. Hu
maintains cash in bank accounts, which, at times; exceed federally insured limits. Hudson hasaxgerienced any losses in s
accounts and believes it is not exposed to anyfgignt credit risk on cash.

Goodwill:

On June 30, 2004, an investor group purchased #teooutstanding common stock of the bro#lealer which was the predecessc
Hudson for a purchase price of approximately $7,0@8. As a result, the predecessor brakemler changed its name to Hudson
recorded goodwill of approximately $1,111,000, whiepresented the excess of the purchase pricettewerstimated fair value of
assets acquired and liabilities assumed.

The Company accounts for its goodwill in accordawith Statement of Financial Accounting Standarads W2, "Goodwill and Oth
Intangible Assets" ("SFAS No. 142"). Under SFAS Nd2, goodwill is not subject to amortization, bather an assessment
impairment, by applying a fair value based test Tompany reviews goodwill for impairment annuatlyring the fourth quarter
each year, and also between annual tests uporctiverence of trigger events. The reviews are peréar at the Hudson level, gener
by using the market capitalization of the Compasyaa indicator of fair value, since Hudson currendipresents the most signific
component of the consolidated entity. Impairmenpagentially indicated when the carrying value afiddon, including goodwi
exceeds its fair value. If a potential impairmenindicated, the fair value of Hudson would be meas against the fair value of
underlying assets and liabilities, excluding godiwo estimate an implied fair value of Hudssrgoodwill. If that fair value was le
than the carrying value of goodwill, impairment Mebbe recorded. As a result of its assessmentCtirapany has determined that
such potential impairment was indicated duringythar ended March 31, 2007 and there were no triggents during the six mon
ended September 30, 2007.




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES, continued

[8]

[9]

[10]

Commissions receivable reserve:

Commissions receivable represent cumulative dramd lzenefits provided to traders and salespersonexaess of cumulati
commissions earned. The Company will collect theseivables if future earned commissions exceaatdutiraws and benefits. T
Company establishes reserves as an offset to ttevable balance on the basis of historical catbest and estimates of futt
collections. As of September 30, 2007, the Competd/$254,604 of commissions receivable offset gsarve of the same amount.

Stock-based compensation:

Commencing with the first issuance of stock optiamsMay 26, 2006, the Company accounts for stodiong issued under t
recognition and measurement principles of StatemmERtnancial Accounting Standards No. 123 (revigé4), Shar&ased Paymer
(“SFAS 123(R)").Under the provisions of SFAS 123(R), the Compangdgplired to measure the cost of services receivedchang
for an award of equity instruments based on theviue of the award. For employees and directbssaward is measured on the g
date and for nonemployees, the award is genemaiheasured on interim financial reporting dated timi service period is complete
accordance with EITF Issue No. 96-18Actounting for Equity Instruments That Are Issueddther Than Employees for Acquiril
or in Conjunction with Selling, Goods or Serviceshe fair value amount is then recognized over #réod during which services ¢
required to be provided in exchange for the awasdally the vesting period.

(Loss) earnings per share:
Basic (loss) earnings per share ("EPS") has belenlated by dividing net (loss) income by the weaghaverage shares of comr
stock outstanding during the period. Diluted EPfects the change in EPS, using the treasury stoethod to reflect the impact

common share equivalents as if dilutive securgigsh as stock options or warrants were exercisedmrerted into common stock.

The following is a reconciliation of the numeratarsd denominators of the basic and diluted (loag)iegs per share computations
the three and six months ended September 30, 2002G06:

Three Months Ended

September 30, 2007 September 30, 2006
Numerator/ Denominator/ Numerator/ Denominator/
Net Loss Shares Net Loss Shares

Net loss and shart

used in basic calculation $ (933,299 36,725,18 $ (316,267 27,149,86
Effect of dilutive securities

- options and warrants - - - -
Net loss and shart

used in diluted calculation $ (933,299 36,725,18 $ (316,26)) 27,149,86
Loss per share - basic $ (0.09) $ (0.01)
Loss per share - diluted $ (0.03) $ (0.07)




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES, continued

[10]

(Loss) earnings per share, continued:

Six Months Ended

September 30, 2007 September 30, 2006
Numerator/ Denominator/ Numerator/ Denominator/
Net Loss Shares Net Income Shares

Net (loss) income and shai

used in basic calculation $ (1,088,71) 36,725,18 $ 184,22« 27,149,86
Effect of dilutive securities

- options and warrants - - - 340,46°
Net (loss) income and shai

used in diluted calculation $ (1,088,71) 36,725,18 $ 184,22« 27,490,32
(Loss) earnings per share - basic $ (0.09) $ 0.01
(Loss) earnings per share - diluted $ (0.03) $ 0.01

[11]

[12]

Potentially dilutive securities realizable from tieercise of warrants and options of 7,122,7742086,667, respectively for the th
and six months ended September 30, 2007 and 19®@ytd 155,000, respectively for the three andreixths ended September
2006, are excluded from the computation of diluted earnings (loss) per share because the effébewnfinclusion would have be
anti-dilutive.

Reclassifications:
Certain fiscal 2007 amounts have been reclasdifi@dnform with the fiscal 2008 presentation.
Recently issued accounting standards:

In June 2006, the Financial Accounting Standardaré (“FASB”)issued FASB Interpretation No. 48, "Accountifay Uncertaint
in Income Taxes an interpretation of FASB Statement No. 109" KH8"), for which adoption was required for fisoadar:
beginning after December 15, 2006. This interpi@tatvas issued to clarify the accounting for utaiety in income taxes recogniz
in the financial statements by prescribing a redgagnthreshold and measurement attribute for tharfcial statement recognition ¢
measurement of a tax position taken or expectdx ttaken in a tax return. The Company adoptedtespretation effective April
2007. The adoption did not have any effect on thm@any’s financial statements.

In September 2006, the FASB issued Statement ainial Accounting Standard 157, “Fair Value Meamaets” (“SFAS 157),
which defines fair value, establishes a framewankrheasuring fair value in generally accepted aotiog principles, and expar
disclosures about fair value measurements. Adopsorequired for fiscal years beginning after Nober 15, 2007, and inter
periods within those fiscal years. Early adopt@nSFAS 157 is encouraged. The Company is cugrenthluating the impact
adopting SFAS 157 on its consolidated financiatesteents.

In February 2007, the FASB issued Statement ofrigiiah Accounting Standard. 159THe Fair Value Option for Financial Assets
Financial Liabilities” (“SFAS 159”)SFAS 159 permits entities to choose to measure rfiaagcial instruments and certain other it
at fair value that are not currently required to rbeasured at fair value. SFAS 159 is effective fiecal years beginning aft
November 15, 2007, with early adoption permittadyvjled the entity also elects to apply the prarisiof SFAS 157. The Compan
currently evaluating the impact of adopting SFAS & its consolidated financial statements.

NOTE C - RECEIVABLE FROM CLEARING BROKER

At September 30, 2007, the receivable from cleakirmker amount in the statement of financial cdoditrepresents the Company's ¢
balance with its clearing broker.






NOTE D - SECURITIES OWNED AND SECURITIES SOLD, BUT NOT YET PURCHASED
Securities owned and securities sold, but not yethmsed, at September 30, 2007 consisted entifeharketable equity securities.
NOTE E - EMPLOYEE RECEIVABLE

On September 7, 2007, Hudson loaned $1,019,000n@wasalesperson as an incentive for affiliatinthwthe Company. The salesper
signed an employment agreement and promissorywitiieHudson bearing interest at a rate of 4%. Tinpleyment agreement specifies
Hudson will forgive the loan, or a portion thereibfthe salesperson remains employed with Hudsorafoertain duration. The loan is be
amortized on a straigtine basis over the period specified in the emplegtmagreement. Loan amortization charged to cononis
execution and clearing charges in the statemeriperations was $28,306 for the three and six nsoatied September 30, 2007.

NOTE F - STOCKHOLDERS' EQUITY
[1] Warrants:

The Company has 4,787,664 and 574,520 warranttaading which are exercisable for common stock ptiee of $0.85 and $ O.
per share, respectively. These warrants are redderbp the Company on terms specified in the wamagneement.

In addition, the Company has 1,760,590 warrantstantling which are exercisable for common stock ptice of $1.0494 per shi
and expire in 2009. The warrants may be redeemeithdyCompany at $0.01 per redeemable warrant, apotess than thirty da
written notice, if the average of the closing gaiee of the common stock is at least $2.10 foeaga of 20 consecutive days ending
the third day prior to the date of the notice ademption. Any right to exercise the warrant expiwesthe business day immedia
preceding the date of redemption.

[2] Stock options:

The 2005 Stock Option Plan (the "2005 Plan"), whics approved by the Board on June 8, 2005 antdrgBolders on July 26, 20
provides for the granting of incentive and/or noalified stock options to purchase up to an aggeegdt2,000,000 shares of
Company’s common stock. The 2007 Lohgrm Incentive Compensation Plan (the "2007 Plamhich was approved by the Board
June 28, 2007 and by shareholders on August 147, 206vides for the granting of incentive and/ongualified stock options, sto
appreciation rights, restricted stock awards, perémce units and performance bonuses to purchase aip aggregate of 10,000,
shares of the Comparg/’common stock. Under both plans, (1) awards mayraated to employees, consultants, indepel
contractors, officers and directors; (2) the maximterm of any award shall be ten years from the dagrant; (3) the exercise price
any award shall not be less than the fair valu¢hendate of grant; and (4) awards will typicallgut in the issuance of new comn
shares.

The Company recognized $36,389 and $6,450 duriaghitee months ended September 30, 2007 and Sept@®2006, and $77,0
and $8,600 during the six months ended Septemhe2®0 and September 30, 2006, respectively, ofpemisation expense relatet
employee stock option grants. As of September 8072there was $405,033 of unrecognized employeek-ftased compensati
expense that will be amortized over a weightedayeperiod of 2.35 years.

In addition, the Company recognized $15,000 and4Rl¥ during the three and six months ended Septe8he2007 and Septeml
30, 2006, respectively, of professional fees expeakted to immediately vested director stockarpgrants.

On May 2, 2007, the Company granted options toresuitant to purchase an aggregate of 250,000 sbatese Company commol
stock at an exercise price of $0.80 per share uth@e?005 Plan. The options, which expire on Noveni) 2010, vest equally on e
of the first three anniversaries of the date ohgrBecause consultant options are revalued basdbeoBlackScholes option pricir
model on financial reporting dates during the smrvperiod, the Company recorded a credit of $908 archarge of $3,820
professional fees expense for the three and sixhmaended September 30, 2007, respectively. Thep@oymwill record addition:
expense relating to these options during theiringgieriod with a final adjustment based on theon® fair value on the vesting dates.

-0-




NOTE F - STOCKHOLDERS' EQUITY, continued
[2] Stock options, continued:

The Company has computed the fair value of optigmaited using the BlacReholes option pricing model. Under SFAS 12:
forfeitures are estimated at the time of valuatioil reduce expense ratably over the vesting peBadtn that the Company gran
options for the first time during the fiscal yearded March 31, 2007, the initial forfeiture ratestmeen set at 0%. This estimate
be adjusted periodically based on the extent tefvhctual forfeitures differ, or are expected tifedj from the previous estimate, wt
it's material. The expected term of options granggaesents the estimated period of time that optgrasted are expected to
outstanding. Given that the Compasighares have only been publicly traded since M&085, the Company developed an expe
volatility figure based on a review of the hist@lizolatilities, over a period of time, equivalé¢atthe expected life of these options
similarly positioned public companies within itgirstry, during the early stages of their life gaublic company. The riskee interes
rate was determined from the implied yields frons$ UTreasury zeraoupon bonds with a remaining term consistent withexpecte
term of the options. Hudson has not paid any dividein the past and does not expect to pay angeimear future. In applying t
Black-Scholes option pricing model at grant date, Eompany used the following weighted averageragsans:

For the three months ended For the six months ended
September 30, September 30,
2007 2006 2007 2006
Risk free interest rate 4.1% 4.95% 4.3% 4.92%
Expected term (years) 2.61 2.4% 2.5¢€ 2.6
Expected volatility 65% 65% 65% 65%

Expected dividends — — — _
Forfeiture rate — — — _

The weighted average estimated grant date fairevafuithe stock options granted during the threethmended September 30, 2
and 2006 was $0.20 and $0.58 per share and dimngix months ended September 30, 2007 and 200624 and $0.61 per she
respectively.

A summary of the status of the options issued utfdeplan during the six months ended Septembe2(B7, is presented below:

Weighted
Weighted Average
Average Remaining
Number of Exercise Contractual Intrinsic
Options Price Term Value
Balance, March 31, 2007 1,355,000 $ 1.0C
Granted 740,00( 0.5¢
Exercised - -
Forfeited (58,339 1.22
Balance, September 30, 2007 2,036,66° $ 0.84 32 $ 14,75(
Exercisable, September 30, 2007 138,33! $ 0.82 4C $ 3,75(

A summary of non-vested options for the six momthded September 30, 2007 is presented in the iakde:

Weighted
Average Total
Number of Grant Date Grant Date
Options Fair Value Fair Value
Nor-vested, March 31, 2007 1,325,000 $ 037 $ 487,50(
Granted 740,00( 0.24 180,55(

Vested (108,33%) 0.62 (35,66¢)



Forfeited (58,339 0.32 (30,166
Nor-vested, September 30, 2007 1,898,33. $ 03z $ 602,21t
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NOTE F - STOCKHOLDERS' EQUITY, continued
[2] Stock options, continued:

The following table presents information relatestock options at September 30, 2007:

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

$0.35 110,00t - -
0.40 75,00( 4.8 75,00(
0.49 305,00( - -
0.80 250,00( - -
0.90 475,00( - S
1.00 725,00( - -
1.15 30,00( 3.8 30,00(
1.46 66,66 2.2 33,33t

2,036,66 138,33!
NOTE G - COMMITMENTS AND CONTINGENCIES

[1] Leases:

The Company currently leases office space at twations in Jersey City, New Jersey and two satdllitations. On April 4, 200
Hudson entered into an agreement to sublease dtoadt26,875 rentable square feet of office spacéersey City, New Jersey. 1
sublease is guaranteed by Holding. The lease coeedemm June 21, 2006 and expires on August 30,. 2012 Company occupied
new Jersey City headquarters location during Semeer®006. Initially, the Company maintained thegioral Jersey City office space
a backup site. During September 2007, the Company elitathaetwork connectivity at the site and recogniaddase abandonm
charge of approximately $75,000, representing the@anys remaining lease commitments, in preparationHferNovember 30, 20!
lease expiration. On February 1, 2007, the Comgantgred into an agreement to sublease an additiynddl rentable square fee
office space in Tinton Falls, New Jersey. The leasamenced on March 1, 2007 and expires on MarcRG3I0.

As of September 30, 2007, the Company had a defdease liability of $218,790 which represents &éxeess of rent exper
recognized on a straighibe basis over the term of the leases as comparedsh rental payments and is included in accexgense

and other liabilities on the Statement of Finan€iahdition.

Future minimum commitments related to non-cancelaplerating leases as of September 30, 2007 #odass :

Years Ended Office Equipment
September 30, Leases Leases Total
2008 $ 543,000 $ 102,000 $ 645,00(
2009 517,00( 23,00( 540,00(
2010 532,00( 1,00( 533,00(
2011 511,00( - 511,00(
2012 517,00( - 517,00(
$ 2,620,000 $ 126,000 $ 2,746,001

Rent expense, net of sublease income, was apprtetin® 71,000 and $326,000 for the three montheéi®eptember 30, 2007 and
2006, and was approximately $837,000 and $47300thé six months ended September 30, 2007 and 28§jgectively.
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NOTE G - COMMITMENTS AND CONTINGENCIES, continued

(2]

Employment agreements:

On January 4, 2007, Hudson entered into five yeapl@yment agreements, effective as of January 072With Mr. Martin C
Cunningham and Mr. Keith R. Knox, whereby each wdhtinue in their present positions, Chief ExeaitDfficer and Presidel
respectively. Mr. Cunningham and Mr. Knox are keyptoyees of the Company and these employment agmtsrare deemed to
commitments of the Company. The agreements pratfide each shall receive a salary of $200,000 par,y@us a formuldase:
annual bonus. In addition, the Company entered antvo year employment agreement with another kapleyee, effective as
December 1, 2006, which provides that the emplayedl receive a salary of $150,000 per year.

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

Years Ended
September 30,

3]

[4]

2008 $ 550,00(
2009 425,00(
2010 400,00(
2011 400,00(
2012 100,00(

Letter of credit:

In connection with the new Jersey City office leas® April 20, 2006 Hudson deposited a greer $225,000 irrevocable standby le
of credit with the landlord as security, which auttically renews for additional ongar terms, unless sixty days written notic
provided. Pursuant to the lease agreement, Huds@quired to maintain the letter of credit uniity days following the expiration
the lease. On April 5, 2006, Hudson deposited $Ebwith the issuing financial institution in therfn of an automatically renewat
fourteen-month time deposit, in order to collateelthe letter of credit. The time deposit, plusraed interest, is included in cash-
restricted on the accompanying statement of firsmandition.

Contingencies:

The Company has been named as a defendant in sadotine actions that are incidental to its atiegias a broker-dealer including
civil actions and arbitration. From time to timeetCompany is also involved in proceedings andstigations by self-regulatory
organizations. Although the ultimate outcome ofthenatters involving the Company cannot be predliafiéh certainty,
management believes it has meritorious defensal$ $ach actions and intends to defend each oéthesons vigorously. Although
there can be no assurances that such mattersowitiave a material adverse effect on the resulggpefations or financial condition
of the Company in any future period, dependingdrt pn the results for such period, in the opirebthe Company’s management,
the ultimate resolution of such actions againstGbepany will have no material adverse effect amGompany's financial conditic

NOTE H - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requiremeincluding the SEC’s Uniform Net Capital Rule (SEile 15¢31), which is intended
ensure the general financial soundness and liguafibrokerdealers by requiring the maintenance of minimunellewf net capital. The
regulations place limitations on certain transaxjcsuch as repaying subordinated borrowings, gagash dividends, and making loans t
parent, affiliates or employees. Broldealers are prohibited from such transactions whichld result in a reduction of its total net capit
less than 120% of its required minimum net capikdbreover, brokedealers are required to notify the SEC before ergeinto sucl
transactions which, if executed, would result ireduction of 30% or more of its excess net calfitat capital less the minimum requirem
during a thirty day period. The SEC has the abtlitprohibit or restrict such transactions if tiesult is detrimental to the financial integrity
the broker-dealer.



At September 30, 2007, Hudson had net capital @gf9#5571, which was $4,496,571 in excess of itaired net capital of $1,000,000.
NOTE | - RELATED PARTY TRANSACTION

During the three and six months ended Septembe2@®XY,, software development services valued att83%nd $170,794 were provided to
the Company by a consulting firm, most of which haen capitalized as internally developed softWsee Note B[3]). Of these amounts,
$29,370 remained unpaid as of September 30, 20@Waa classified within accrued expenses and ditifglities on the statement of
financial condition. Mark Bisker, Chief Technolo@jfficer (as a consultant) and Director (effectivap®mber 2007) of the Company, is the
Chief Executive Officer and a Director of the caltisg firm, an entity in which he currently holds34.5% ownership interest.

NOTE J - SUBSEQUENT EVENT
On November 13,2007, the Company granted an aggref)@70,000 shares of restricted stock to ceikajnemployees, pursuant to the 2007

Plan. One-third of each grant will vest on eackhefnext three anniversary dates. Accordingly $#B20,100 grant date famlue of the grant
will b e amortized over the thee year service germursuant to SFAS 123(R).
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ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of the Conypanconsolidated financial condition and results perations should be read
conjunction with the consolidated condensed fir@rgtiatements and notes thereto appearing elsewhssan.

This report contains various forwalolking statements made pursuant to the safe hamlmsisions under the Private Securities Litiga
Reform Act of 1995 (the “Reform Act”) and informati that is based on managemsnbeliefs as well as assumptions made by
information currently available to management. Aliph the Company believes that the expectatioriectefl in such forwarétboking
statements are reasonable, the Company can gi@sswance that such expectations will prove todseect. When used in this report,
words “anticipate”, “believe”, “estimate”, “expect*predict”, “project”, and similar expressions argended to identify forwartboking
statements. Readers are cautioned not to placesurtiance on forwartboking statements which speak only as of the bateof, and shou
be aware that the Company’s actual results codfdrdnaterially from those contained in the forwdodking statements due to a numbe
factors, including business conditions, growth hie pverall market for the Compasyservices, general economic conditions, lower
expected customer transactions, competitive fadghmiading increased competition, changes in the ofibusiness, and resource constr:
and other statements under “Risk Factors” set fortour Form 10KSB for the year ended March 31, 2007 and othémgsl with the
Securities and Exchange Commission (the “SEC”). Aorwvardlooking statements regarding industry trends, pcodievelopment ar
liquidity and future business activities shoulddomsidered in light of these factors. The Compamyeutakes no obligation to publicly rele
the results of any revisions to these forwhkroking statements that may be made to reflect tsvencircumstances after the date hereof
reflect the occurrence of unanticipated events.

Business Environment

We, like other securities firms, are directly affst by economic and political conditions, broachdi® in business and finance, change
volume and price levels of securities transactiarg] changes in interest rates, all of which cdacafour profitability. Severe maril
fluctuations or weak economic conditions could eaur trading volume and net revenues and adyea§ielct our profitability. In periods
reduced market activity, our profitability may albe affected because certain expenses, such agsataertain communications costs,
occupancy remain relatively fixed.

Results of Operations
Three months ended September 30, 2007 compared toée months ended September 30, 2006

We had overall revenues consisting of trading reeecommission revenue, interest income and otfmme of $4,863,673 for the th
months ended September 30, 2007 as compared t62$408 for the three months ended September 3@. 20€ trading gains declined
$3,520,244 from $3,863,484 during the same peniothé prior year, due to the incurrence of positi@ading losses during the quar
Commission revenues increased to $988,529 from ,$664during the same period last yeduie to an expansion of our institutional s
effort. Interest and other income increased to approxim&@b4,900 from $14,558 during the comparable peliast year, primarily due to
increase in referral fees plus revenues from Telcigies.

Our cost structure consists of both variable cagish as commissions, execution and clearing chaegel fixed costs, such as salaries
related (including payroll taxes and benefits), ommications (quote, trading, order management e@ledammunication services), occupa
(rent, electricity, maintenance and real estatespyprofessional fees (attorneys and auditorsinkas development (travel, entertainmeni
advertising) and other operating costs. From a &msation perspective, roughly half of our employaessalaried, while the rest, consis
of most of our traders and salespersons, recewenue-based commission payments.

The pre-tax loss of $1,530,318 for the three moetided September 30, 2007 compares to dapréess of $426,429 for the three mol
ended September 30, 2006. Trader and salespersmmissions of $2,558,069 (52.6% of revenues, dueettain position trading losses
which there is no recovery against salesperson desions) in the three months ended September 30, @0mpares to $1,768,462 (40.39
revenues) in the comparable prior year period. Gee and clearance charges of $382,717 (7.9% \@meges) in the three months en
September 30, 2007 compares to $599,530 (13.6%vehues, due to an unusually large number of tctiosa being executed through m
expensive electronic communication networks) in ttiree months ended September 30, 2006.. Commiamcetsts of $1,321,562 in t
quarter ending September 30, 2007 increased frobi7,$84 in the same quarter last year and occupeosts of $470,618 in the qua
ending September 30, 2007 increased from $326/8373i same quarter last year, both primarily aitdble to efforts to increase the fign’
production capacity by occupying a new, larger amate technologically advanced trading floor, inéhgda temporary duplication of re
expense for two locations in Jersey City, New Jerpkis a $75,186 lease abandonment charge dugptef®ber 2007 related to the for
headquarters location. Salaries and related costsdsed to $1,044,794 from $788,107 in the conbpaguarter in the prior year, primal
due to an increase in salaried technology, tradimayketing and sales personnel and salary increBsefessional fees increased to $193



from $150,498 in the comparable quarter in therpyar, primarily due to the outsourcing of certhinctions plus a shift in the timing
certain periodic services. Business developmengmrsgs increased to $109,563 in the quarter endipte®ber 30, 2007 from $83,359 in
prior period quarter due to an expansion of ourkeiémg efforts.
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There was a net loss of $933,294 for the three hsoemded September 30, 2007 as compared to assatfl$316,261 during the same qui
last year. The income tax benefit of $597,024 lfier three months ended September 30, 2007 competies income tax benefit of $110,:
for the three months ended September 30, 2006 aphindue to the larger pre-tax loss.

Six months ended September 30, 2007 compared to sionths ended September 30, 2006

We had overall revenues consisting of trading reeercommission revenue, interest income and otimnie of $11,289,074 for the
months ended September 30, 2007 as compared t09F1918 for the six months ended September 30, .2866 trading gains declin
slightly to $8,918,206 during the most recent sbntin period as compared to $9,083,417 during theegazeriod in the prior year, due to
incurrence of position trading losses during thesimmecent quarter. Commission revenues increas&d,894,055 for the six months en
September 30, 2007 from $931,657 during the samedast year, due to an expansion of our insthal sales effort. Interest and ot
income increased to approximately $476,813 forntusst recent six months from $82,444 during the cnaiple period last year, primai
due to an increase in referral fees plus revenoes Technologies.

Our cost structure consists of both variable cagish as commissions, execution and clearing chaegel fixed costs, such as salaries
related (including payroll taxes and benefits), ommications (quote, trading, order management e@ledammunication services), occupa
(rent, electricity, maintenance and real estategpyprofessional fees (attorneys and auditorsinkas development (travel, entertainmen
advertising) and other operating costs. From a @&msation perspective, roughly half of our employaessalaried, while the rest, consis
of most of our traders and salespersons, receuwenue-based commission payments.

The pre-tax loss of $1,725,627 for the six monthdeel September 30, 2007 compares tat@xencome of $385,556 for the six months er
September 30, 2006. Trader and salesperson coromsssf $5,372,715 (47.6% of revenues, due to cepasition trading losses in the
recent quarter for which there is no recovery agfagalesperson commissions) in the six months eS#gdember 30, 2007 compare
$3,943,432 (39.1% of revenues) in the comparabte pear period. Execution and clearance chargek868,057 (7.6% of revenues) in
six months ended September 30, 2007 compare to,BE&H9.4% of revenues, due to an unusually langmber of transactions bei
executed through more expensive electronic comnatinit networks during the most recent quarterhin ix months ended September
2006. Communication costs of $2,553,774 in thersixths ending September 30, 2007 increased fro853467 in the same period last y
and occupancy costs of $837,080 in the six montlaing September 30, 2007 increased from $473,064arsame period last year, kb
primarily attributable to efforts to increase themfs production capacity by occupying a new, largett arore technologically advanc
trading floor, including a temporary duplication ofnt expense for two locations in Jersey City, Nésvsey, plus a $75,186 le
abandonment charge during September 2007 relatdtetformer headquarters location. Salaries arate@lcosts increased to $2,162,
from $1,623,510 in the comparable six month peiiothe prior year, primarily due to an increaseataried technology, trading, market
and sales personnel and salary increases. Prafakdees increased to $462,784 from $250,024 inctiveparable six month period in

prior year, primarily due to the outsourcing ofte@r functions plus a shift in the timing of cerntgieriodic services. Business developr
expenses increased to $245,719 in the six montfisg@$eptember 30, 2007 from $167,354 in the miwmonth period due to an expans
of our marketing efforts.

There was a net loss of $1,088,712 for the six hmoended September 30, 2007 as compared to nehénod $184,224 during the sa
period last year. The income tax benefit of $6356,81 the six months ended September 30, 2007 carafa the income tax provision
$201,332 for the six months ended September 30, 280narily due to the decrease in pre-tax income.

Liquidity and Capital Resources
Working Capital

Our working capital (current assets less currettilities) improved to $8,918,935 at SeptemberZM7 from $6,449,537 at September
2006, primarily as a result of a November 2006 ggavplacement of common stock with $5.5 millionnet proceeds, partially offset
operating losses and expenditures to increaseem@nue generation capacity, including technology software development expenditu
plus the extension of a forgivable loan as a récremt incentive. We have not declared and paid,daowe expect to declare and pay in
intermediate future, any dividends on our commaulstCurrent assets include cash, receivable fleariag broker (cash on deposit with
clearing broker), marketable securities, incomesaeceivable and certain other assets due tolleetenl neaterm. All liabilities are currel
liabilities.
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We currently do not have any outstanding bank lairrgs or longterm debt. On April 20, 2006, we deposited a $228 Jetter of credit wit
the landlord associated with our new headquarfeases after depositing $225,000 of collateral wita issuing financial institution in t
form of a fourteen month time deposit.

Our requirement for funding is, and will be, drivep both working capital and regulatory net capiuirements associated with cur
operations, the enhancement of our technologywsoft development, and by potential future expansitm related activities and possi
acquisition opportunities. Such expansion coulduieqthe issuance of forgivable loans, restrictextls stock options or other stoblase!
awards in order to recruit and retain experienaedegsionals. See Note H to the consolidated caatefinancial statements for additic
details related to regulatory net capital requiretaeWhile our operations have been profitablerduthree of the last four fiscal years, we
expect that any significant expansion or acquisitpportunities will require additional subordindidebt or common stock issuances in ¢
to maintain the required levels of working capdahet capital. There can be no assurance thatilivBarsuccessful in attracting such fundi

Our contractual commitments consist primarily ofica and equipment leases, plus certain employragntements (see Note G to
consolidated condensed financial statements foitiaddl details). Our new headquarters space ha becently renovated by the previ
occupants and did not require material expenditaresur part, other than a telecommunications $withich was leased over a three
period with aggregate payments totaling approxitge275,000. Technologies was formed as a Delawarporation on May 22, 2006 &
was funded with a total of $550,000 during the dlsgear ended March 31, 2007. The purpose of Taobies is to perform softwe
development and technology services, both for the@ny and for customers.

Our cash position declined by $4,385,031 to $72¥,@8dring the six months ended September 30, 200Maply because we deposi
incremental excess funds of $6,355,659 with ouarahg broker, rather than investing them in a momeyket account as we had at Marck
2007. Cash increased by $5,851,874 to $6,328,42Bglthe six months ended September 30, 2006, pitymbecause of a $6,591,7
decrease in the receivable from clearing brokearx, which is mostly attributable to the investtaour excess funds of $5,755,420
money market fund at September 30, 2006, ratherdlaositing them with our clearing broker.

Operating Activities

Net cash used in operating activities was $4,02diiring the six months ended September 30, 200Maply as a result of depositing
incremental $6,355,659 of cash with our clearingkbr, the extension of a $1,019,000 forgivable lgama new salesperson as a recru
incentive, and a $452,319 increase in income tagivables, partially offset by a $4,571,644 incesascash due to a reduction of our
security positions. Net cash provided by operatwgvities was $6,287,458 during the six monthseen&eptember 30, 2006, prima
because of a $6,591,735 decrease in the receifrabfeclearing broker balance, which is mostly atitable to the investment of our exc
funds of $5,755,420 in a money market fund at Seper 30, 2006, rather than depositing them withabeeiring broker.

Investing Activities

Net cash used in investing activities was $355,80Lfing the six months ended September 30, 200Thapily due to the ramped
development of capitalized software and capitaleexiitures associated with outfitting the Companyéw Tinton Falls, New Jersey offi
Net cash used in investing activities was $435@4ng the six months ended September 30, 200mhapilly due to $210,584 associated \
the development of capitalized software and thelmse of leasehold improvements associated witintéagy enhancements, plus $225,
associated with an automatically renewable, fourteenth time deposit, which collateralizes an @nding letter of credit deposited with
new Jersey City, New Jersey landlord as security.

OFF BALANCE SHEET ARRANGEMENTS

On April 20, 2006, a financial institution issuedoaeyear, automatically renewable, irrevocable $225,8GMhdby letter of credit, on ¢
behalf, to the landlord associated with our neviceffease as a security deposit. The Company igaibt to maintain the letter of credit u
sixty days after the August 30, 2012 expiratioringf lease. The Company deposited $225,000 witliitaacial institution in the form of ¢
automatically renewable fourteen month time depasiorder to collateralize the letter of credis Af September 30, 2007, we had no ¢
off-balance sheet arrangements, as defined in 3@3c)(2) of SEC Regulation S-B.
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ITEM 3: CONTROLS AND PROCEDURES

a.

Our Chief Executive Officer and Principal Accouni@fficer evaluated the effectiveness of our disate controls and procedu
(as defined in Rule 1384(c) under the Securities Exchange Act of 1934dfathe end of the quarter ended September 30,.
Based on this evaluation, our Chief Executive @iffi@and Principal Accounting Officer have concludbdt our controls ar
procedures are effective in providing reasonabsei@sice that the information required to be diszlas this report is accurate ¢
complete and has been recorded, processed, surethai@ reported within the time period required tfor filing of this repor
Subsequent to the date of this evaluation, theve hat been any significant changes in our intecoakrols or, to our knowledge,
other factors that could significantly affect ontdarnal controls.

There are no significant changes in the Comgaimternal controls or in other factors that cosignificantly affect these contre

subsequent to the date of their evaluation nor wexee any significant deficiencies or material lwessses in the Comparsyinterna
controls. Accordingly, no corrective actions weaken.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.
From time to time we experience routine litigatiarthe normal course of our business. We are marty to any material legal proceedi
and we do not believe that any pending litigatidh @ause a material adverse effect on our findnoiedition, results of operations or ¢
flows.
Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds.
During the quarter ended September 30, 2007, wadlidssue or repurchase any of our equity seestritiVe do not currently have in plac
repurchase program for the repurchase of our conmstaok, nor do we have any plans to implement angomstock repurchase progran
the near future, if at all.
Item 3. Defaults Upon Senior Securities.
None.

Item 4. Submission of Matters to a Vote of Security Holders

The following matters were submitted to a voteaxdigity holders at our annual meeting held at ffiees of the Company in Jersey City,
New Jersey on August 14, 20(

Proposal 1. Election of six directors to hold ofigntil the 2008 Annual Meeting of Shareholders amnii their successors are elected and

qualified:

Director For Withheld

Martin C. Cunningham 29,940,70 187
Keith R. Knox 29,936,20 4,68
Mark Leventhal 25,750,13 4,190,75:
Peter J. Zugschwert 29,940,70 187
Joanne V. Landau 29,936,23 4,65(
Carmine V. Chiusano 29,940,70 187

Proposal 2. Adoption of the 2007 Long-Term IncemtRlan

For Against Abstain

27,818,360 53,200 3,749
Iltem 5. Other Information.

None.
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Item 6. Exhibits
31.1 Rule 13a-14(a) Certification by the Chief Execut@icer
31.2 Rule 13a-14(a) Certification by the Principal Acoting Officer
32.1 Certification by the Chief Executive Officer Reladito a Periodic Report Containing Financial Statets*
32.2 Certification by the Principal Accounting OfficeeRiting to a Periodic Report Containing Financiat&nents.*
* The Exhibit attached to this Form IRSB shall not be deemed "filed" for purposes ofti®acl8 of the Securities Exchange Act of 1934

“Exchange Act”)or otherwise subject to liability under that seatioor shall it be deemed incorporated by referéenamy filing under th
Securities Act of 1933, as amended, or the Exchauafieexcept as expressly set forth by specifiemafice in such filing.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgjeaAct, the Registrant caused this report to eesl on its behalf by the undersigr
thereunto duly authorized.

Dated: November 14, 2007 By: /s/ Martin C. Cunningham

Name: Martin C. Cunninghal
Title: Chairman and Chief Executive Officer

Dated: November 14, 2007 By: /s/ Keith R. Knox

Name: Keith R. Kno:
Title: President and Principal Accounting Officer
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a)

[, Martin C. Cunningham, hereby certify that:

1.

I have reviewed the Quarterly Report on FormQEB of Hudson Holding Corporation for the quarteded September 30,
2007;

Based on my knowledge, this report does notaiormny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the small busimesser as of, and for, the

periods presented in this report;

The small business issuer’s other certifyingceffand | are responsible for establishing anchia@ing disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfer small business issuer and have:

(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under
our supervision, to ensure that material informatielating to the small business issuer, includiagonsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared;

(b) Evaluated the effectiveness of the small businresser’s disclosure controls and procedures aneipies in this report
our conclusions about the effectiveness of thel@isce controls and procedures, as of the endeopéhiod covered by
this report based on such evaluation; and

(c) Disclosed in this report any change in the smadifess issuer’s internal control over financialorpg that occurred
during the small business issuer's most recerdlftatarter (the small business issuer’s fourthefisiarter in the case of
an annual report) that has materially affecteds oeasonably likely to materially affect, the shimisiness issuer's
internal control over financial reporting.

The small business issuer’s other certifyingceffand | have disclosed, based on our most resattiation of internal control
over financial reporting, to the small businessiéss auditors and the audit committee of the simadiness issuer’s board of
directors (or persons performing the equivalentfiams):

(@) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectshwll business issuer's ability to record, pracessmmarize and report
financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéain the small
business issuer's internal control over finanaabrting.

Date: November 14, 2007 /sl Martin C. Cunningham

Martin C. Cunningham,
Chairman and Chief Executive Officer




Exhibit 31.2

Certification Pursuant to Rule 13a-14(a)

I, Keith R. Knox, hereby certify that:

1.

I have reviewed the Quarterly Report on FormQEB of Hudson Holding Corporation for the quarteded September 30,
2007;

Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading

with respect to the period covered by this report;

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the small busimesser as of, and for, the

periods presented in this report;

The small business issuer’s other certifyingceffand | are responsible for establishing anchtaaiing disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfer small business issuer and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material informatielating to the small business issuer, includiesgonsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared;

(b) Evaluated the effectiveness of the small busiresser’s disclosure controls and procedures aneptes in this report
our conclusions about the effectiveness of thel@isce controls and procedures, as of the endeopéhiod covered by
this report based on such evaluation; and

(c) Disclosed in this report any change in the smaditess issuer’s internal control over financialortipg that occurred
during the small business issuer's most recerdlftatarter (the small business issuer’s fourthefisgiarter in the case of
an annual report) that has materially affecteds oeasonably likely to materially affect, the shimisiness issuer's
internal control over financial reporting.

The small business issuer’s other certifyingceffand | have disclosed, based on our most resattiation of internal control
over financial reporting, to the small businessiéss auditors and the audit committee of the simadiness issuer’s board of
directors (or persons performing the equivalentfiams):

(@) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectshwll business issuer's ability to record, pracessmmarize and report
financial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéamin the small
business issuer's internal control over finanaabrting.

Date: November 14, 2007 /sl Keith R. Knox

Keith R. Knox,
President and Principal Accounting Officer




Exhibit 32.1
CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act 8002
(18 U.S.C. 1350)

Pursuant to Section 906 of the Sarbanes-Oxley A& U.S.C. 1350), the undersigned officer of Hudslolding Corporation., a Delaware
corporation (the “Company”), does hereby certifgttho the best of his knowledge:

(1) The Quarterly Report on Form 10-QSB for thertpreended September 30, 2007 (the “Form 10-QSBth@® Company fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934; and

(2) The information contained in the Form Q&B fairly presents, in all materials respects fim@ncial condition and results of operation:
the Company.

Date: November 14, 2007 /s/ Martin C. Cunningham

Martin C. Cunningham,
Chairman and Chief Executive Officer

This certification shall not be deemed “filed” fourposes of Section 18 of the Securities Exchangedk otherwise subject to the liability of
that section. Such certification will not be deen@tbe incorporated by reference into any filinglenthe Securities Act or the Securities
Exchange Act.




Exhibit 32.2
CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act 8002
(18 U.S.C. 1350)

Pursuant to Section 906 of the Sarbanes-Oxley A&U.S.C. 1350), the undersigned officer of Hudslolding Corporation, a Delaware
corporation (the “Company”), does hereby certifgttho the best of his knowledge:

(1) The Quarterly Report on Form 10-QSB for thertpreended September 30, 2007 (the “Form 10-QSBth@® Company fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934; and

(2) The information contained in the Form Q&B fairly presents, in all materials respects fim@ncial condition and results of operation:
the Company.

Date: November 14, 2007 /sl Keith R. Knox

Keith R. Knox,
President and Principal Accounting Officer

This certification shall not be deemed “filed” fourposes of Section 18 of the Securities Exchangedk otherwise subject to the liability of
that section. Such certification will not be deen@tbe incorporated by reference into any filinglenthe Securities Act or the Securities
Exchange Act.






