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HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL CONDI
December 31, 2007

(unaudited)

ASSETS
Cash and cash equivalents
Cash - restricted
Receivable from clearing broker
Securities owned, at fair value
Employee receivables
Income taxes receivable
Furniture, equipment, capitalized software anddbaakl improvements, net
Deferred tax asset
Other assets
Goodwill

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased, at faueal
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 sharth®@zed,
41,445,185 shares issued and 36,725,185 sharearaiits)
Additional paid-in capital
Accumulated deficit

Total stockholders' equity

See notes to these consolidated condensed financial statements.

TION

$ 370,50:
242,88¢
3,052,09
5,285,96!
2,179,98
421,62.

776,93¢

981,13¢

484,50:
1,111,17

$ 1400681

$ 1,383,12.
891,45.
1,175,18!

3,449,76.

36,72¢
12,394,47

(974,14)
11,457,05

$ 1400681




HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

Revenues:
Trading gains, net
Commissions
Interest and other income, net

Expenses:
Salaries and related costs
Commissions, execution and clearing charges
Communications
Occupancy
Professional fees
Business development
Other

(Loss) income before income taxes
Income tax (benefit) provision

Net (loss) income

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

Weighted average number of shares outstandingc bas

Weighted average number of shares outstandingtedil

(unaudited)

Three Months Ended
December 31,

Nine Months Ended

December 31,

2007 2006 2007 2006
$ 208169 $ 453205 $ 10,999,809 $  13,615,47
3,245,70 767,69 5,139,76: 1,699,35:
283,23 57,62 760,05( 140,06!
5,610,63! 5,357,36:i 16,899,70 15,454,88
1,212,30! 800,97¢ 3,403,16. 2,424,48i
3,596,02; 2,733,09: 9,798,48: 7,621,54:
1,198,94 1,241,70: 3,752,72! 3,195,17.
280,19 392,77 1,117,27 865,83
288,67 147,31¢ 751,45¢ 397,34
257,32 113,24¢ 503,04 280,60
299,61 203,75: 821,64 559,84
7,133,09: 5,632,86i 20,147,79 15,344,83
(1,522,45) (275,500 (3,248,08) 110,05!
(627,36 (99,467) (1,264,27) 101,87

$ (895,09) $ (176,03) $  (1,983,80) $ 8,18¢
$ 0.02) $ 0.01) $ (0.05) $ 0.0C
$ 0.02) $ 0.01) $ (0.05) $ 0.0C
36,725,18 30,650,51 36,725,18 28,329,42
36,725,18 30,650,51 36,725,18 28,584,89

See notes to these consolidated condensed financial statements.




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(unaudited)

Nine Months Ended
December 31,
2007 2006

Cash flows from operating activities:
Net (loss) incom $ (1,983,80) $ 8,18¢
Adjustments to reconcile net (loss) income

net cash used in operating activiti

Depreciation and amortizatic 202,48 100,83!
Stoclk-based compensatic 177,34« 39,52:¢
Employee receivable amortizati 239,01« -
Commissions receivable reserve provis 112,12: 208,73"
Deferred ren 118,06 71,49¢
Deferred taxe: (902,139 44,00(
Changes in
Receivable from clearing brok (2,107,06)) (3,371,09)
Securities owne 8,902,78. (4,896,269
Employee receivable (2,419,00i) -
Commissions receivab (112,12) (208,73)
Income taxes receivah 191,64« (1,050,213
Other asset (214,629 250,22:
Securities sold, but not yet purcha: (6,883,27) 4,619,401
Commissions payab 263,36 (611,79)
Accrued expenses and other liabilitie 181,83 315,07!
Net cash used in operating activit (4,233,37) (4,480,63)

Cash flows from investing activities:
Purchase of furniture, equipment, capitali.

software and leasehold improveme (501,349 (341,039
Cash subject to restrictiol (7,052) (225,001
Net cash used in investing activiti (508,39Y) (566,03

Cash flows from financing activities:

Proceeds from issuance of stock, net of issuansts - 5,480,69
Net cash provided by financing activi - 5,480,69

Net (decrease) increase in cash and cash equivake (4,741,77.) 434,02
Cash and cash equivaler beginning of yea 5,112,27! 476,54¢
Cash and cash equivalents - end of period $ 370,50. $ 910,57:

Supplemental disclosures of cash flow information
Cash paid during the period fc
Income taxe: $ 550( $ 1,114,06!

Non-cash operating activitie
Commissions receivable writt-off against reserv $ - 3 112,52:




See notes to these consolidated condensed financial statements.




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 accadaiith 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 opiniomanagement, such statements include all adjustn{eansisting only of normal recurri
items) which are considered necessary for a faisgmtation of the consolidated condensed finapasition of Hudson Holding Corporati
(“Holding”) as of December 31, 2007, and the consolidated omederesults of its operations and cash flowsterthree and nine mor
periods ended December 31, 2007 and 2006. Theseaxubperations for the three and nine month pisriended December 31, 2007 are
necessarily indicative of the operating resultstfar full year. It is suggested that these conatdid condensed financial statements be re
conjunction with the consolidated condensed finainstatements and related disclosures for the gaded March 31, 2007 included
Holding’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 1934 iana member of the Financial Industry Regulatémythority
("FINRA"). Hudson is a market maker specializingpiroviding liquidity in less liquid, difficult toreide stocks and is an introducing br¢
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 asset87@4,599 as of December 31, 2007
had revenues of $32,256 and $91,519 and net inan$16,480 and $5,477 for the three and nine moetided December 31, 20
respectively. The Company has offices in New JesselyFlorida.

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 autleor 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 predecdssakerdealer 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 witheercise 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 Hudswoidird) 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 nunolbshares 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 Hudsohistorical 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.




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
[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 incomeae#xn, as well as state income tax returns itagejurisdictions. Federal and st
income tax returns, beginning with those filed floe ten months ended October 31, 2004 and the éwabnths ended December
2003, respectively, and through March 31, 2007 aiansubject to exam. As of December 31, 2007, tom@ny had approximate
$2,666,000 of federal net operating losses (“NOLsf)which (a) approximately $1,231,000 of federal dChat are eligible to t
carried back against prior period taxable incoma fan which the Company has recognized approximadlL9,000 of current incor
tax receivables; plus (b) approximately $1,435,60€deral NOL carryforwards which expire in 2028.addition, the Company h
approximately $3,844,000 of state NOL carryforwardsich expire in 2011, 2013 and 2014. A valuatmiowance has be
established to offset a portion of the deferredasset to the extent the Company has not deterriraedt is more likely than not tf
the future tax benefits will be realized. The Compdas elected an accounting policy whereby inteaesl penalties assessec
jurisdictions, if any, would be classified as are@iing expense.

[3] Furniture, equipment, leasehold improvements, capilized software, and depreciation and amortization:

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

During April 2006, the Company began capitalizirgrtain costs incurred in connection with developeargobtaining internal u:
software pursuant to Statement of Position 98ALcbunting for the Costs of Computer Software Depell or Obtained for Interr
Use”. Unamortized capitalized software development co$tapproximately $426,834 represents software mise which is bein
amortized over its estimated useful life and is\gedarried in furniture, equipment, capitalizedtsafe and leasehold improvement
the Consolidated Condensed Statement of Finanoiatliion as of December 31, 2007. In addition, $I0,0f unamortized capitaliz
software development costs represents softwarestistitl in development and is not being amortized

[4]  Use of estimates:

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




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES , continued

[5]

[6]

[7]

Cash and cash equivalents:

The Company considers all highly liquid investmemischased 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, bankssimilar businesses. Counterparties to Huddmminess activities inclu
brokerdealers and clearing organizations, and can inchaiiks 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@esatisfy 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 entegstiahsactions in various financial instrumentstfading purposes. These finan
instruments include securities sold short, butyedipurchased, 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 obligationgiatison to purchase or deliver the specified secatithe contracted price. Hudsc
ultimate obligation on such instruments may exc#esl amount recognized in the consolidated condesss@ment of financi
condition. Hudson monitors its positions contindgue reduce the risk of the potential loss duehanges in market value or failure
counterparties to perform.

Substantially all of Hudsor’ cash and security positions are deposited waitclgaring 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 brakesler changed its name to Hudson
recorded goodwill of approximately $1,111,000, whiepresented the excess of the purchase pricettwestimated fair value of 1
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 assessmenti
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 curfendipresents 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 vebbbe recorded. As a result of its assessmentCtirapany has determined that
such potential impairment was indicated duringytear ended March 31, 2007 and there were no triggents during the nine mon
ended December 31, 2007.




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES , continued

[8]

[9]

[10]

[11]

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 December 31, 2007, the Compaty$272,390 of commissions receivable offset bgsanmve of the same amount.

Stock-based compensation:

Commencing with the first issuance of stock optiemsMay 26, 2006, the Company accounts for stodkong issued under t
recognition and measurement principles of StatenoénEinancial Accounting Standards No. 123 (revigfiD4), “ShareBasel
Payment”, (“SFAS 123(R)"Under the provisions of SFAS 123(R), the Compamgégiired to measure the cost of services recen
exchange for an award of equity instruments basethe fair value of the award. For employees amectlirs, the award is measu
on the grant date and for nemployees, the award is generally remeasured enirinfinancial reporting dates until the serviceiqd
is complete, in accordance with EITF Issue No. 86-1Accounting for Equity Instruments That Are Issueddther Than Employe
for Acquiring, or in Conjunction with Selling, Gosdr Services"The fair value amount is then recognized over thgog during
which services are required to be provided in ergkdor the award, usually the vesting period.

Reclassifications:

Certain fiscal 2007 amounts have been reclasdifi@dnform with the fiscal 2008 presentation.

(Loss) earnings per share:

Basic (loss) earnings per share ("EPS") has belenlated by dividing net (loss) income by the weeghaverage shares of comr
stock outstanding during the period. Diluted EPfects the change in EPS, using the treasury steethod 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)irgs per share computations
the three and nine months ended December 31, 2002Q06:

Three Months Ended

December 31, 2007 December 31, 2006
Numerator/ Denominator/ Numerator/ Denominator/
Net Loss Shares Net Loss Shares

Net loss and shart

used in basic calculation $ (895,099 36,725,18 $ (176,039 30,650,51
Effect of dilutive securities

- options and warrants - - - -

Net loss and shart

used in diluted calculation $ (895,099 36,725,18 $ (176,039 30,650,51
Loss per share - basic $ (0.02) $ (0.09)
Loss per share - diluted $ (0.02) $ (0.01)




NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES , continued

[11] (Loss) earnings per share, continued:

Nine Months Ended

December 31, 2007 December 31, 2006
Numerator/ Denominator/ Numerator/ Denominator/
Net Loss Shares Net Income Shares

Net (loss) income and shai

used in basic calculation $ (1,983,80i) 36,725,18 $ 8,18¢ 28,329,42
Effect of dilutive securities

- options and warrants - - - 255,46
Net (loss) income and shai

used in diluted calculation $ (1,983,80i) 36,725,18 $ 8,18¢ 28,584,89
(Loss) earnings per share - basic $ (0.05) $ 0.0C
(Loss) earnings per share - diluted $ (0.05) $ 0.0C

Potentially dilutive securities realizable from thesting of restricted stock, the exercise of waisaand the exercise of options
4,720,000, 7,122,774 and 3,020,000, respectively ttfie three and nine months ended December 317 266 0, 1,760,590 a
820,000, respectively, for the three and nine moetided December 31, 2006, are excluded from thpetation of diluted net (los
earnings per share because the effect of theisianh would have been anti-dilutive.

[12] 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@baivas issued to clarify the accounting for uraiaty in income taxes recogniz
in the financial statements by prescribing a redagnthreshold and measurement attribute for tharfcial statement recognition &
measurement of a tax position taken or expectdzbttaken in a tax return. FIN 48 requires thatGoenpany determine whether
benefits of tax positions are more likely than abbeing sustained upon audit based on the tedhmiests of the tax position. For t
positions that are more likely than not of beingtained upon audit, the Company recognizes thesammount of the benefit tha
greater than 50% likely of being realized uponnudtie settlement in the financial statements. Foptsitions that are not more liki
than not of being sustained upon audit, the Compogs not recognize any portion of the benefithie financial statements. T
Company adopted this interpretation effective Afril2007. The adoption did not have any effect o €ompanys consolidate
condensed financial statements.

In September 2006, the FASB issued Statement ainial Accounting Standard 157, “Fair Value Meamaets” (“SFAS 157).
SFAS 157 requires the use of a fair value hieratblay prioritizes the inputs to valuation technigused to measure fair value i
three levels: quoted market prices in active market identical assets and liabilities (Level Bputs other than quoted market pr
that are observable for the asset or liabilityheitdirectly or indirectly (Level 2), and unobsdrainputs for the asset or liability (Le'
3). SFAS 157 is effective for financial statemestied for fiscal years beginning after November2Zl®7. The Company is currer
evaluating the impact of adopting SFAS 157 ondtssolidated condensed financial statements.

In February 2007, the FASB issued Statement ofrigiiah Accounting Standard. 159THe Fair Value Option for Financial Assets
Financial Liabilities - Including an amendment cA$B Statement No. 115" (“SFAS 159"3FAS 159 permits entities to choos:
measure many financial instruments and certainratems at fair value that are not currently regdito be measured at fair val
SFAS 159 is effective for fiscal years beginninteaNovember 15, 2007, with early adoption perrditigrovided the entity also ele
to apply the provisions of SFAS 157. The Companygusgently evaluating the impact of adopting SFAS Jon its consolidate
condensed financial statements.




NOTE C - RECEIVABLE FROM CLEARING BROKER

At December 31, 2007, the receivable from clealirmker amount in the consolidated condensed statieaidinancial condition represe!
the Company's cash 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 December 31, 2007 consisted entifehadketable equity securities.

NOTE E - EMPLOYEE RECEIVABLES

During the nine months ended December 31, 2007 sbtudhas loaned $2,419,000 to employees as an ivedot affiliating with the
Company. The employees signed employment agreerardtpromissory notes with Hudson bearing intesiesates ranging from 4% to 5
The employment agreements specify that Hudsonfendlive the loans, or a portion thereof, if the éoypes remain employed with Hud
for a certain duration. The loans are being amedtian a straighline basis over the period specified in the emplegtragreement. Lo
amortization charged to salaries and related dostise statements of operations was $210,708 aB8,824 for the three and nine mor
ended December 31, 2007, respectively.

NOTE F - STOCKHOLDERS' EQUITY

[1]

2]

[3]

Warrants:

The Company has 4,787,664 and 574,520 warranttaadiag which are exercisable for common stock ptiege of $0.85 and $0.!
per share, respectively, and expire in 2011. Thegeants are redeemable by the Company on terncifispen the warrant agreeme

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, npbtess than thirty da
written notice, if the average of the closing saliee of the common stock is at least $2.10 foeagal of 20 consecutive days ending
the third day prior to the date of the notice adamption. Any right to exercise the warrant expimasthe business day immedia
preceding the date of redemption.

Stock plans:

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 Lohgrn Incentive Compensation Plan (the "2007 Plamhich was approved by the Board
June 28, 2007 and by shareholders on August 147, 200vides for the granting of incentive and/onqealified stock options, sto
appreciation rights, restricted stock awards, perémce units and performance bonuses to purchase aip aggregate of 10,000,
shares of the Compars/’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 typicallgutt in the issuance of new comn
shares.

Stock option grants:

The Company recognized $43,959 and $12,720 dutimgthree months ended December 31, 2007 and Decegihe200€
respectively, and $120,967 and $21,320 during the months ended December 31, 2007 and Decembe20B®, respectively,

compensation expense related to employee stockrogtiants, which is reflected as salaries and aélabsts in the consolida
condensed statement of operations. As of Decenthe2®7, there was $381,073 of unrecognized emplsieckbased compensati
expense related to stock option grants that withim@rtized over a weighted average period of 2atsye

In addition, the Company recognized $0 and $15d@thg the three and nine months ended Decembe2(8)/,, respectively, and
and $17,400 during the three and nine months eBaéegmber 31, 2006, respectively, of professiones fexpense in the consolide
condensed statement of operations, related to inatedylvested director stock option grants.






NOTE F - STOCKHOLDERS' EQUITY, continued

[3]

Stock option grants, continued:

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 Novend) 2010, vest equally on e
of the first three anniversaries of the date ohgr&onsultant options are revalued based on thekBcholes option pricing model
financial reporting dates during the service peribite Company recognized stoblised compensation expense of $2,292 and $6,
professional fees expense for the three and ninrghm@nded December 31, 2007, respectively. Thep@oynwill record addition:
expense relating to these options during theirinvggieriod with a final adjustment based on theon® fair value on the vesting date

The Company has computed the fair value of optigrated using the Blackeholes option pricing model. Under SFAS 12!
forfeitures are estimated at the time of valuatiod reduce expense ratably over the vesting pefioel estimated forfeiture rate was
at 5%. This estimate will be adjusted periodicéised on the extent to which actual forfeituréfedior are expected to differ, frc
the previous estimate, whensitmaterial. The expected term of options granggtesents the estimated period of time that of
granted are expected to be outstanding. Given tii@tCompanys shares have only been publicly traded since Mag085, th
Company developed an expected volatility figureelbasn a review of the historical volatilities, oxaeperiod of time, equivalent to 1
expected life of these options, of similarly pasitéd public companies within its industry, durihg early stages of their life as a pu
company. The risk-free interest rate was determfneah the implied yields from U.S. Treasury zexmdpon bonds with a remaini
term consistent with the expected term of the eygtitiudson has not paid any dividends in the padtd@mes not expect to pay an
the near future. In applying the Bla8choles option pricing model at grant date, the @amy used the following weighted aver
assumptions:

For the three months ended For the nine months ended
December 31, December 31,
2007 2006 2007 2006
Risk free interest rate 3.17% 4.7(% 3.66% 4,74%
Expected term (years) 1.7¢ 2.4t 2.0¢ 2.4¢
Expected volatility 65% 65% 65% 65%
Expected dividends — — — —
Forfeiture rate 5% 5% 5% 5%

The weighted average estimated grant date faievalihe stock options granted during the threethmanded December 31, 2007
2006 was $0.02 and $0.32 per share, respectivatydaring the nine months ended December 31, 20872806 was $0.12 and $0
per share, respectively.

A summary of options activity during the nine mantnded December 31, 2007, 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 1,740,00i 0.81
Exercised -
Forfeited (75,000 1.27
Balance, December 31, 2007 3,020,000 $ 0.8¢ 18 $ 5,50(
Exercisable, December 31, 2007 351,67: $ 0.91 3C $ s
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NOTE F - STOCKHOLDERS' EQUITY, continued
[3] Stock option grants, continued:

The following table presents information relatesgtock options at December 31, 2007:

Options Outstanding Options Exercisable
Weighted
Average
Exercise Number of Remaining Life Number of
Price Options In Years Options
$0.35 110,00( - -
0.40 75,00( 4.5 75,00(
0.49 305,00( - -
0.80 250,00( - -
0.90 475,00( - -
1.00 1,725,001 2.t 230,00
1.15 30,00( 3.€ 30,00(
1.46 50,00( 1.¢ 16,66¢

3,020,00! 3.C 351,67.
[4] Restricted stock grants:

The Company recognized $35,265 during the threenar@lmonths ended December 31, 2007 and $0 dtiventhree and nine mon
ended December 31, 2006 of compensation expereteddb employee restricted stock option grantschis reflected as salaries ¢
related costs in the consolidated condensed stateofimperations. As of December 31, 2007, thers $5414,835 of unrecogniz
employee stockased compensation expense related to restricteld gtants that will be amortized over a weightedrage period ¢
3.7 years.

A summary of non-vested restricted stock activitythe nine months ended December 31, 2007 is miexbén the table below:

Weighted
Average Total
Number of Grant Date Grant Date
Shares Fair Value Fair Value
Nor-vested, March 31, 2007 - $ - % -
Granted 4,720,001 0.31 1,450,10!
Vested - - -
Forfeited - - -
Non-vested, December 31, 2007 4,720,000 $ 031 $ 1,450,10!

In addition, pursuant to an employment agreementngsibment, upon meeting specified revenue targets po an employes' fifteer
month anniversary, the employee is entitled to @330 restricted stock grant. The number of shafresstricted stock to be awart
will be determined by reference to the grant dadeket price of the common stock (see Note K).

11




NOTE G - COMMITMENTS AND CONTINGENCIES

[1]

Leases:

The Company currently leases office space in Jetsgy New Jersey and two satellite locations. Qoril¥d, 2006, Hudson entered il
an agreement to sublease 26,875 rentable squaref feffice space in Jersey City, New Jersey. Tilldesase is guaranteed by Holdi
The lease commenced on June 21, 2006 and expirdaigust 30, 2012. The Company occupied the neweyeGity headquarte
location during September 2006. Initially, the C@np maintained the original Jersey City office spas a backyp site. Durin
September 2007, the Company eliminated network ectivity at the site and recognized a lease abandahcharge of approximat:
$75,000, representing the Companyémaining lease commitments, in preparation tier November 30, 2007 lease expiration.
February 1, 2007, the Company entered into an aggreto sublease an additional 2,744 rentable sdeat of office space in Tint
Falls, New Jersey. The lease commenced on Mar28Ql;, and expires on March 31, 2010.

As of December 31, 2007, the Company had a defdeaske liability of $226,506 which represents thxeess of rent expen
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 December 31, 2007 amdl@aws :

(2]

Years Ended Office Equipment
December 31, Leases Leases Total
2008 $ 488,000 $ 101,000 $ 589,00(
2009 539,00 12,00( 551,00
2010 509,00( 9,00( 518,00t
2011 531,00 - 531,00t
2012 376,00( - 376,00(
$ 2,443,000 $ 122,000 $ 2,565,001

Rent expense, net of sublease income, was apprtetin280,000 and $393,000 for the three montheéridecember 31, 2007
2006, and was approximately $1,117,000 and $86d@0be nine months ended December 31, 2007 a@f,28spectively.

Employment agreements:

On January 4, 2007, Hudson entered into five yeapl@yment agreements, effective as of January 072%ith Mr. Martin C
Cunningham and Mr. Keith R. Knox, whereby each wdhtinue in their present positions, Chief ExeitDfficer and Preside!
respectively. Mr. Cunningham and Mr. Knox are keyptoyees of the Company and these employment agmsrare 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 antowo year employment agreement with another kapleyee, effective as
December 1, 2006, which provides that the emplayed receive a salary of $150,000 per year.

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

Years Ended
December 31,

2008 $ 537,50(
2009 400,00(
2010 400,00(
2011 400,00(
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NOTE G - COMMITMENTS AND CONTINGENCIES, continued
[3] 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@yuired to maintain the letter of credit uniity days following the expiration

the lease. On April 5, 2006, Hudson deposited $¥E®bwith the issuing financial institution in therfn of an automatically renewal
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.

[4] Contingencies:

The Company has been named as a defendant in sadatine actions that are incidental to its atigi as a brokedealer includin
civil actions and arbitration. From time to timeetCompany is also involved in proceedings andstigations by selfegulaton
organizations. Although the ultimate outcome of sthematters involving the Company cannot be predictéth certainty
management believes it has meritorious defensal smich actions and intends to defend each oktheions vigorously. Althout
there can be no assurances that such mattersaovifiave a material adverse effect on the resultpefations or financial conditi
of the Company in any future period, dependingart pn the results for such period, in the opindéthe Companys managemer
the ultimate resolution of such actions againstGbepany will have no material adverse effect am@ompany's financial conditic

NOTE H - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requiremeimicluding the SEC’s Uniform Net Capital Rule (SEile 15c31), which is intended
ensure the general financial soundness and liguafibbroker-dealers by requiring the maintenanteninimum levels of 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 meduction of 30% or more of its excess net cagitat 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 December 31, 2007, Hudson had net capital 3124800, which was $3,312,800 in excess of itsiredwnet capital of $1,000,000.
NOTE | - RELATED PARTY TRANSACTIONS

Mark Bisker, Chief Technology Officer (as a conant) and Director (effective September 2007) of @wampany, was the Chief Execul
Officer and a Director of a consulting firm thabpided software development services to the Compamyentity in which he held a 31.!
ownership interest, until November 29, 2007 whendbnsulting firm was sold to a third party. Thrbudovember 29, 2007, services val
at $64,270 and $235,064 were provided to the Cognpgrthis consulting firm during the three and ninenths ended December 31, 2(
respectively, most of which has been capitalizeoh@snally developed software (see Note B[3]).tkifse amounts, $0 remained unpaid :
December 31, 2007.

NOTE J - REVENUE CONCENTRATIONS
The Company considers significant revenue conceéoito be customers or employees who accourit@® or more of the total revenues

generated by the Company during the period. Thegamyhad one such employee who accounted for 14@alfrevenues during the three
months ended December 31, 2007.
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NOTE K - SUBSEQUENT EVENTS

Employment agreement commitments:

Employment agreement commitments resulted in theviing activity subsequent to December 31, 2007:

(@)

(b)

(©

The Company made employee loan commitments of $1005, as an incentive for affiliating with the Cpamy, which will b
funded in installments between May and Septemb@82Bmployee loans are evidenced by promissorysnbesar interest at rates
4-5%, are forgiven over contractual service peraad are amortized on a straight-line basis oves#ime service period.

The Company granted options to purchase 500,00@slod common stock at an exercise price of $loGhiployees, pursuant to
2005 Plan and 2007 Plan. The options vest immdditdta designated group of employees meets smetievenue targets during
twelve months ended December 31, 2008. The $250@t date fair value will begin to be amortizecothe service period or
vesting appears to be probable.

The Company granted 3,641,666 shares of restrigttmrk to employees, pursuant to the 2007 Planydig 833,333 shares a
market value of $0.60 which was issued in fulfilm®f an obligation to grant $500,000 of restricitdck to an employee ug
meeting certain revenue targets (see Note F[3]e-@arter of each grant will vest on each of the rfexr anniversary date
Accordingly, the $1,800,250 grant date fair valfiehe grants will be amortized over the four yearvice period, pursuant to SF
123(R).
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ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLA N OF OPERATION

The following discussion and analysis of Hudsondital Corporation and Subsidiaries’ (the “Compangtnsolidated condensed finan
condition and results of operations should be rg@adonjunction with the consolidated condensedrfaial statements and notes the
appearing elsewhere herein.

This report contains various forwalabking 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. Aligh the Company believes that the expectatioriectetl in such forwartboking
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 fadtmiading 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”). Aorgwvardlooking 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 mart
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 aesataertain communications costs,
occupancy remain relatively fixed.

Results of Operations
Three months ended December 31, 2007 compared tadle months ended December 31, 2006

We had overall revenues consisting of net tradiajig commission revenue, plus interest and othewsme of $5,610,635 for the th
months ended December 2007 as compared to $5,357,368 for the three mamttied December 31, 2006, an increase of $253,26%:
Commission revenues were $3,245,707 compared 18,895 during the same period last year, an incref$2,478,012 or 323%, due t
significant expansion of our institutional salefogf Net trading gains were $2,081,690 compare®4t®32,053 during the same period in
prior year, a decrease of $2,450,363 or 54%, piiyndue to an approximately $600,000 loss assodistéh a single trading error, ott
proprietary trading losses and a general declinmanket activity associated with recent market tigbce.Interest and other income w
$283,238 compared to $57,620 during the comparadied last year, an increase of $225,618, or 39#¥narily due to an increase in fi
from introducing brokers.

Our cost structure consists of both variable cagish as commissions, execution and clearing chaegel fixed costs, such as salaries
related costs (including payroll taxes and bengfitemmunications (quote, trading, order managenaewt telecommunication service
occupancy (rent, electricity, maintenance and esthte taxes), professional fees (attorneys andoasid] business development (tra
entertainment and advertising) and other operatogys. From a compensation perspective, roughlydfiaur employees are salaried, w!
the rest, consisting of most of our traders andsgrsons, receive revenue-based commission pagiment

Trader and salesperson commissions were $2,881X189 of revenues, due to an increase in averageupagtes and certain propriet
trading losses for which there is no recovery agfasalesperson commissions) in the three monthedeb@cember 31, 2007 compare
$2,134,780 (40% of revenues) in the comparable gear period. Execution and clearance chargeg@8%$53 (13% of revenues; prima
due to the impact of proprietary trading losseshimthree months ended December 31, 2007 commaf&98,318 (11% of revenues) in
three months ended December 31, 2006. Communicatists were $1,198,947 in the quarter ending Deeerith, 2007 compared
$1,241,708 in the same quarter last year, a dez@a$42,761 or 3%. Occupancy costs were $280,A9B6 quarter ending December
2007 compared to $392,771 in the same quartery&st a decrease of $112,573 or 29%, due to th@ngtion of lease payments at
former headquarters location.
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Salaries and related costs were $1,212,309 compau$800,976 in the comparable quarter in the préar, an increase of $411,333 or 5
primarily due to an increase in salaried technoldggding, marketing and sales personnel, salacyeases, recruiting incentives, plus
increase in stockased compensation expense. Professional fees$288:675 compared to $147,318 in the comparableerua the prio
year, an increase of $141,357 or 96%, primarily @uthe outsourcing of certain functions plus arréase in professional services devote
regulatory compliance requirements. Business devedmt expenses were $257,326 in the quarter eridiogmber 31, 2007 comparec
$113,246 in the prior period quarter, an increas$144,080 or 127%, due to an expansion of our ptarl efforts. Other expenses w
$299,616 in the quarter ending December 31, 2007peoed to $203,751 in the prior period quarteringnease of $95,865 or 47%, dut
increased amortization costs associated with darnally developed software and the timing of dartagulatory assessments.

The pre-tax loss of $1,522,458 for the three moetided December 31, 2007 compares to agxdess of $275,500 for the three mol
ended December 31, 2006. There was a net loss3%,3®4 for the three months ended December 31, 280dompared to a net loss
$176,039 during the same quarter last year. Thanmectax benefit of $627,364 for the three montrdedrDecember 31, 2007 compares t(
income tax benefit of $99,461 for the three momthded December 31, 2006, primarily due to the lgpgetax loss.

Nine months ended December 31, 2007 compared to aimonths ended December 31, 2006

We had overall revenues consisting of net tradiagg commission revenue, plus interest and othesne of $16,899,708 for the n
months ended December 31, 2007 as compared to3B188¥ for the nine months ended December 31, 2806ncrease of $1,444,821
9%. Commission revenues were $5,139,762 compar#t, 699,352 during the same period last year, arease of $3,440,410 or 202%,
to a significant expansion of our institutionalesakffort. Net trading gains were $10,999,896 caeghéo $13,615,470 during the same pe
in the prior year, a decrease of $2,615574 or 1@¥marily due to an approximately $600,000 lossoagmted with a sing
trading error, other proprietary trading losses angeneral decline in market activity associateth weécent market turbulence. Interest
other income were $760,050 compared to $140,065gltlie comparable period last year, an increa$69,985, or 443%, primarily due
an increase in fees from introducing brokers.

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 eleddmmunication services), occupa
(rent, electricity, maintenance and real estategpyprofessional 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, recewanue-based commission payments.

Trader and salesperson commissions were $8,23148%8 of revenues, due to an increase in averageupagtes, amortization of forgival
employee receivables utilized as recruiting indueets, and certain proprietary trading losses foickvithere is no recovery agai
salesperson commissions) in the nine months endeeérbber 31, 2007 compared to $6,192,529 (40% @hies) in the comparable p
year period. Execution and clearance charges &6$1610 (9% of revenues) in the nine months endede®ber 31, 2007 compare:
$1,429,019 (9% of revenues) in the nine months @éMmiEember 31, 2006. Communication costs were 8328 in the nine months end
December 31, 2007 compared to $3,195,174 in thes g@emiod last year, an increase of $557,546 or 1di%,to services required for
expanded sales and trading staff. Occupancy casts $4,117,277 in the nine months ending Decembe2@7 compared to $865,835 in
same period last year, an increase of $251,443%r, 2ue to the lease payments at our former hea@dgsidocation from July 2006 throu
November 2007 and due to increased costs assogi#tethe new headquarters location and a newlgateffice.

Salaries and related costs were $3,403,161 compauk2]424,488 in the comparable period in therpréar, an increase of $978,673 or 4
primarily due to an increase in salaried technoldggding, marketing and sales personnel, salacyeases, recruiting incentives, plus
increase in stockased compensation expense. Professional fees$bie459 compared to $397,342 in the comparablegar the prio
year, an increase of $354,117 or 89%, primarily @uthe outsourcing of certain functions plus arréase in professional services devote
regulatory compliance requirements. Business deweémt expenses were $503,045 in the nine monthiagBecember 31, 2007 compa
to $280,601 in the prior period, an increase of2$224 or 79%, due to an expansion of our markegffgrts. Other expenses were $821,
in the nine months ending December 31, 2007 condparé559,844 in the prior period, an increase 261$799 or 47%, due to increa
amortization costs associated with our internallyeloped software, increased equipment rental esqgenbad debt provision associated
an employee receivable, and the timing of certegulatory assessments.

The pre-tax loss of $3,248,085 for the nine morthded December 31, 2007 compares to agrercome of $110,055 for the nine mor
ended December 31, 2006. There was a net loss,88%806 for the nine months ended December 317 280compared to net income
$8,184 during the same period last year. The incamdenefit of $1,264,279 for the nine months enBecember 31, 2007 compares tc
income tax provision of $101,871 for the nine merghded December 31, 2006, which is due to theéaprésss.
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Liquidity and Capital Resources
Working Capital

Our working capital (current assets less curratiilities) declined to $6.1 million at December 2007 from $11.1 million at March
2007, primarily as a result of operating losses expkbnditures to increase our revenue generatjpacts, including technology and softw
development expenditures, plus the making of faiie employees loans as a recruitment incentivéiapa offset by a reduction in our r
security positions.

We have not declared and paid, nor do we expedettare and pay in the intermediate future, anyddivds on our common stock. Curi
assets include cash, receivable from clearing br@dash on deposit with our clearing broker), meakke securities, income taxes receiv
and certain other assets due to be collected eear-All liabilities are current liabilities.

We currently do not have any outstanding bank vargs or longterm debt. On April 20, 2006, we provided a $228,@ater of credit to tr
landlord associated with our new headquarters spgédiee depositing $225,000 of collateral with teguing financial institution in the form
a fourteen month time deposit.

Our requirement for funding is, and will be, drivby both working capital and regulatory net capreduirements associated with cur
operations, the enhancement of our technologywsoét development, and by potential future expansitm related activities and possi
acquisition opportunities. Such expansion couldimegthe issuance of additional forgivable emplolgsms, restricted stock, stock option
other stockbased awards in order to recruit and retain expeee professionals (see Notes E, F and K to theddiolated condensed financ
statements for additional details). See Note Hhéodonsolidated condensed financial statementadditional details related to regulatory
capital requirements. While our operations havenbg®fitable during three of the last four fiscaays, we still expect that any furt
significant expansion or acquisition opportunitéfl require additional subordinated debt or comnstock issuances in order to maintain
required levels of working capital or net capitethere can be no assurance that we will be sucdessdttracting such funding.

Our contractual commitments consist primarily dficaf and equipment leases, plus commitments rel@tedrtain employment agreeme
(see Note G to the consolidated condensed finastééments for additional details). Subsequeligoember 31, 2007, we made emplc
loan commitments of $1,750,000, as an incentiveaféiliating with us, which will be funded in indtments between May and Septerr
2008, (see Note K to the consolidated condenseahdial statements for additional details). Techg@s was formed as a Delaw
corporation on May 22, 2006 and was funded withotaltof $550,000 during the fiscal year ended MaBdh 2007. The purpose
Technologies is to perform software developmenttantinology services, both for the Company andfistomers.

Our cash position declined by $4,741,774 to $37D&lring the nine months ended December 31, 208Tiafly because at December
2007 we elected to retain our excess cash withobearing broker, which is represented as a recé&vélom clearing broker on o
consolidated condensed statement of financial ipasiCash increased by $434,024 to $910,573 duhiagiine months ended December
2006.

Operating Activities

Net cash used in operating activities was $4,238@iting the nine months ended December 31, 20@Wagly as a result of depositing
incremental $2,107,063 of cash with our clearingkbr, the extension of $2,419,000 of forgivablenb# new salespersons as a recr.
incentive, and a $1,983,806 net loss from operatituring the period, partially offset by a $2,00®5ncrease in cash due to a reductic
our net security positions. Net cash used in opegatctivities was $4,480,639 during the nine merghded December 31, 2006, primaril
a result of a $3,371,099 increase in the receivabla brokerdealer balances and a $1,050,218 change from am&d¢ax payable to .
income tax receivable.

Investing Activities

Net cash used in investing activities was $508,898ng the nine months ended December 31, 200mapily due to $352,974 associa
with the development of capitalized software fdemal use and $148,369 associated with the pueabiafurniture, equipment and leasel
improvements. Net cash used in investing activitias $566,034 during the nine months ended Dece81he2006, primarily due to $188,(
associated with the development of capitalizedvs® for internal use, $153,034 associated withptinehase of furniture, equipment i
leasehold improvements, plus $225,000 used fougmatically renewable, fourteen month time depasgltich collateralizes an outstand
letter of credit deposited with our new Jersey (Qitgw Jersey landlord as security.
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Financing Activities

Net cash provided by financing activities was $@ry the nine months ended December 31, 2007. &k provided by financing activiti
was $5,480,697 during the nine months ended DeaeBthe2006. This represented the proceeds, lesarisse costs, from our Novem
2006 private placement.

OFF BALANCE SHEET ARRANGEMENTS

On April 20, 2006, a financial institution issuedoaeyear, automatically renewable, irrevocable $225,8Ghdby letter of credit, on ¢
behalf, to the landlord associated with our neviceffease as a security deposit. The Company igaibtl to maintain the letter of credit u
sixty days after the August 30, 2012 expiratiorihef lease. The Company deposited $225,000 witlirtaacial institution in the form of ¢
automatically renewable fourteen month time depasibrder to collateralize the letter of credits Af December 31, 2007, we had no c
off-balance sheet arrangements, as defined in 3@3c)(2) of SEC Regulation S-B.

ITEM 3: CONTROLS AND PROCEDURES

a. Our Chief Executive Officer and Principal Accounti@fficer evaluated the effectiveness of our disate controls and procedu
(as defined in Rule 1384(c) under the Securities Exchange Act of 1934)fdke end of the quarter ended December 31, 2B83e!
on this evaluation, our Chief Executive Officer @nncipal Accounting Officer have concluded that oontrols and procedures
effective in providing reasonable assurance thairtformation required to be disclosed in this rémaccurate and complete and
been recorded, processed, summarized and repotttad the time period required for the filing ofishreport. Subsequent to the ¢
of this evaluation, there have not been any sigaifi changes in our internal controls or, to owvkiedge, in other factors that co
significantly affect our internal controls.

b. There are no significant changes in the Compaiyternal controls or in other factors that cosignificantly affect these contr

subsequent to the date of their evaluation nor weee any significant deficiencies or material lessses in the Compasyinterna
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 December 31, 2007, wadidssue or repurchase any of our equity secaritide 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
None.
Item 5. Other Information.
On January 10, 2007, the Company entered into aplogment agreement (the “Agreementi)ith David Scialabba. The Compse
inadvertently did not make the required timely thsare required by Item 1.01 of Formk8-Accordingly, the Company is providing 1
disclosure required thereunder under this Item Sopy of the Agreement is filed as Exhibit 10.1thées Quarterly Report on Form XQSE
and is incorporated herein by reference to suchtiixfihe foregoing description of the Agreemengjislified in its entirety by reference
such Exhibit.
Item 6. Exhibits

10.1 Employment Agreement dated as of January 10, 2668den the Company and David Scialabba *

31.1 Rule 13a-14(a) Certification by the Chief Execut®@icer

31.2 Rule 13a-14(a) Certification by the Principal Acating Officer

32.1 Certification by the Chief Executive Officer Reladito a Periodic Report Containing Financial Statets*

32.2 Certification by the Principal Accounting OfficeeRting to a Periodic Report Containing Financi@t&nents.**

* Filed herewith.
** The Exhibit attached to this Form 1QSB shall not be deemed "filed" for purposes ofti®acl8 of the Securities Exchange Act of 1

(the “Exchange Act”pr otherwise subject to liability under that sectioor shall it be deemed incorporated by referéenamy filing unde
the Securities Act of 1933, as amended, or the &xgh Act, except as expressly set forth by spewfierence 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: February 14, 2008 By: /s/ Martin C. Cunningham

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

Dated: February 14, 2008 By: /s/ Keith R. Knox

Name: Keith R. Kno:
Title: President and Principal Accounting Officer
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CONFIDENTIAL TREATMENT REQUESTED
WITH RESPECT TO CERTAIN PORTIONS HEREOF
DENOTED WITH “***”
Exhibit 10.1

EMPLOYMENT AGREEMENT

This Employment Agreement (the “Agreement”), datel of January 10, 2008 (“Agreement Datddy, and between Huds
Securities, Inc., a Delaware corporation (“Companftaving an address of 111 Town Square Place, 1%tbr,Flersey City, New Jers
07310, and David Scialabba (the “Employee”), regicht 210-B Sunset Road, Oyster Bay, New York 11771

WITNESSESTH:

WHEREAS, the Company is a registered broker-deatet member of the Financial Industry Regulatoryhiuty (“FINRA”)
engaged in the business of market making, tradnstjfutional agency trading, investment banking agsearch; and

WHEREAS, the Company wishes to employ the Empl@ymd the Employee is willing to be so employed andender services
the Company, all upon the terms and subject t@dimelitions contained herein;

NOW THEREFORE, in consideration of the mutual caugs and agreements contained herein, and othet gond valuabl
consideration, the receipt and sufficiency of whiklhcknowledged, the parties agree as follows:

1. Employment Subject to and upon the terms and conditions coedhin this Agreement, the Company hel
agrees to employ Employee and Employee agreegdo thie employ of the Company, for the period eethfin Paragraph 2 hereof, to rer
the services to the Company, its affiliates andldosidiaries described in Paragraph 3 hereof.

2. Term. Employee’s employment by the Company is awitleof either party. Employea’term of employment (tl
“Agreement Term”) under this Agreement shall comogepn a date no later than January 22, 2008 (sateh the “Commencement Da}e
and shall continue until terminated by either pdotyany reason but subject to the terms and cimmditset forth herein, but in no event
Employee render any services under this Agreenoethiet Company in any form whatsoever prior to then@iencement Date.

3. Duties and Responsibilities of Parties

€)) Employee shall be employed as the Compargreds Vice President (“SVP”) of Institutional Sales coHeac
of the Institutional Sales Group with Vincent Pélmsd Dana Pascucci. It is agreed that Employek glidorm his services in the Compasy’
Jersey City, New Jersey offices, as well as indffiees of the Company’ affiliates and/or subsidiaries in New Jersey Hed/ York and h
will be responsible f or institutional account coageand, at the request of the Company, for managistitutional sales and sales trad
which duties, responsibilities and work locationynanly be changed by mutual written agreement ef phrties. All existing and futL
institutional sales traders or other members of Itistitutional Sales Group (each, a “Subordinataid collectively, the “Subordinatés”
employed by the Company will report to the ldeads of the Institutional Sales Group, unlesstiexjssmployees previously specified
written commitments of the firm are prohibited fraloing so.
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(b) Employee shall report to the Chief Executive Offiokthe Company or any other more senior execudffieers
appointed by the Board of Directors of the Compang agrees to abide by all bylaws and applicablieips of the Company promulgai
from time to time by the Board of Directors of tiempany.

(©) The Company represents that it will continue toaipdts technological resources to maintain itsenirlevel o
technology.

(d) The Company represents that it has, and will mainthe ability to trade in the overseas marketsenily
available to the firm.

(e) The Company agrees to implement the employment@8A agreement and soft dollar person with knowd
and expertise of regulatory and legal requiremapfdicable to the Institutional Sales Group busines necessitated by the business nee
the Institutional Sales Group as determined byGbmpany.

)] The Company agrees to use its best efforts totabsisEmployee to begin the process of opening w Merk
branch office capable of supporting Employee’s hess needs within sixmonths of the Commencement Date and will permit IBgge th
option to work from the New York branch office.tffe Company has not substantially committed to oygea New York branch office with
six-months of the Commencement Date, the Employee ctify the Company (in accordance with Notice praged set forth in paragra
15) of the resignation of his Employment for GoodaRon under this Agreement, and if the work locaBduation is not cured by t
Company within 30 days of Company’s receipt of migice of resignation, Employee’s resignation Wil deemed for “Good Reasords(
defined under paragraph 5.2 (b)(v)) and the Computiyalso accelerate all Loan distributions (t@ thxtent any Loan distributions have
already been distributed) and forgive the repayroéttie Loan (as discussed in paragraph 5.2 below).

4. Exclusive Services And Best Efforts Employee shall devote all of his working time, atien, best efforts ar
ability during regular business hours exclusivedythe service of the Company, its affiliates andbsdiaries during the term of tl
Agreement. Nothing shall preclude Employee fromefigaging in charitable activities and communitfaies or (i) managing his persol
investments and affairs; provided, however, thathsactivities do not materially interfere with tipeoper performance of his duties
responsibilities as an employee of the Company.
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5.1. Compensation and Expenses

@) Subject to the limitations set forth in this Agremmh Company shall pay out to the Employee a cosionistha
is *** of the “Net Commissions” generated by Empémy(the “Employee’s Commission”).

(b) For purposes of this Agreement, the term “Betnmissions”shall mean gross commissions that are act
received by the Company and derived directly from Employees total purchase and sale of securities from ti@imses on accounts that
covered by the Employee for the firm, less any a@hdxpenses related to the fees incurred in cdiorewith the purchase or sale transact
effectuated by Employee, and any associated tragjisigm or other costs including,

0] all actual, third-party transaction costsluting execution, brokerage fees, giwe; clearing and/or fli
charges, and processing ticket charges;

(i) all applicable, direct internal transactioosts including execution, brokerage fees, gipe-clearin
and/or flip charges, and processing ticket charges;

(iii) all commission rebates relating to equity busimesgable to introducing brokers or account execs
not employed by the Company, if any, which are appd by the Company;

(iv) all bad debts of any Employee customer,udoig uncollectible commissions;
(v) all errors relating to Employee’s customdrgsiness;
(vi) reasonable travel, entertainment and meal expemsesstent with the policy determined by Comg

for such matters, so long as approved by Compamag®ment prior to reimbursement;

(vii) expenses incurred directly by Employee relatedetruitment, promotion or marketing by or
Employee, in each case as approved by Company rewauesd;

Solely for the purposes of this Section 5.1(b), tdren “Employee’includes any person working for Employee or in lh&itutiona
Sales Group.

(c) Notwithstanding anything to the contrary contaihedein, and for purposes of clarity, in no evertisBompan'
be required to pay Employee’s Commission for themes whose fees are not actually received by Compa
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(d) Upon his entering into this Agreement, thenpany shall grant to Employee *** of “restrictecbsk”. For sc
long as Employee shall remain in the employ of Canyp the “restricted stockShall vest equally on an annual basis over a féuiyéa
period (the “Vesting Period”from the Commencement Date, and the initial *** lsh@egin to vest on the first anniversary of
Commencement Date. All vested stock is not forelig the Employee in the event his employment withCompany ends for any reasor
the event of a Change of Control, all previouslyested restricted stock granted by this Sectior{dp.shall automatically vest wi
Employee, regardless of the date. For the purpbsesin, “Change of Controlshall mean any of the following: (i) direct or inei
acquisition by any person (as the term “perdsnised in Section 13(d)(3) or 14(d)(2) of the 3#i@s Exchange Act of 1934, as amendel
more than fifty percent (51%) of the voting capstdck of the Company, in a single or series adtesl transactions; (ii) the occurrence
sale of all or substantially all of the assetstef Company to an entity which is not a direct atinect subsidiary of the Company; (iii) 1
occurrence of a reorganization, merger, consobdatr similar transaction involving the CompanyJess (A) the shareholders of
Company immediately prior to the consummation of anch transaction will initially own securitiespresenting a majority of the voti
power of the surviving or resulting corporation,dafB) the directors of the Company immediately prio the consummation of sL
transaction will initially represent a majority tife directors of the surviving or resulting corgama; or (iv) any other event which is at ¢
time irrevocably designated as "Change in Conftimi'purposes of this Agreement by resolution adbitg a majority of the directors of 1
Employer.

(e) The Company will grant options for the purchaseafhmon stock of the Company at an exercise pric&*ab
the Employee in the following amounts in the evBavenue earned by the Institutional Sales Grouphe=ain the aggregate cer
milestones by December 31, 2008 (the “MilestoneeDaf he options shall be in the same form and undesdimee terms as described ut
the Company’s Stock Option Plan. For the purpostisfAgreement, “Revenué$ defined as the total commissions earned by tragan
on the purchase and sale of securities from traiesascon accounts that are covered by the Institali Sales Group for the firm. In additi
all stock grants under this section vest immedyjatgion the Milestone Date, and are not forfeitedthy Employee in the event
employment with the Company ends for any reasar #ie Milestone Date.

Revenue Milestone Option Grants
— ey
Kok Kok
Kok —
)] Employee agrees that the Company may, at any ti@m@and and receive payment from the Employee 1

deduct from any Employeg’Commission payable to Employee under this Agre¢meny taxes, withholding payments, license -
registration fees, ticket charges, bonding feesumh other expenses, fees or costs payable ogezizae to the Employee which have
paid, accrued or otherwise incurred by the Companybehalf of the Employee in connection with the pfloyees duties under th
Agreement.
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(9). With respect to Subordinates, Subordinates shatlopepensated by the Institutional Sales Group iaraoun

*k%

5.2 Forgivable Loan

The Employee hereby acknowledges the future readipt* (the “Loan”) to be loaned to Employee by the Company afte
execution of this Agreement. The Loan will be dsited to the Employee in five (5) equal installiseof *** on the following dates in 200
May 1, June 1, July 1, August 1 and September &.LIdan shall accrue interest at the annual raté*dfom the date proceeds are recer
by Employee, up to and including the *** annivergsaf the Commencement Date (the “Due Databd if payment of the Loan is acceler:
during such period, the total amount due undeiLtien plus interest shall be payable on a demanid.bEse Loan will be distributed to t
Employee on the above distribution dates and theg2my cannot use as an excuse for its failurediviblite any installment the fact that i
the subject of any litigation or other event thatymimpact the business existence of the Companthdrevent the Company fails to tim
distribute a loan installment, the Employee carifjdhe Company (in accordance with Notice proceduset forth in paragraph 15) of
missed installment, and if Company does not curdibtyibuting the installment payment within 30 dayf Companys receipt of this notic
Employee can resign for “Good Reasoas @defined under paragraph 5.2(b)(v)) and the Eyeglovill be entitled to accelerate the outstan
loan installments and make a demand on the Comfmnihe balance of the installments of the LoanjclwtEmployee will be entitled
receive and be excused from paying back. In thetebat the Employee is forced to expend legaltbeofees in its effort to the collect -
accelerated Loan amount due, the Company agreésubh costs shall be borne and payable exclusivglyhe Company in the ev
Employee prevails in such action, and that suckscgigll begin to accrue interest at the rate #fffém the date Employee ceases to be it
employ of Company.

(@) The Loan shall be evidenced by a Promissory Noéewed and delivered on or after the date herkeffdrm o
which is annexed hereto as Exhibit “A”, and therterof which incorporated herein by reference.

Employee agrees and acknowledges that the Compatfiytake out life insurance and disability pol&igpon the Employee, with 1
Company as sole beneficiary, in the amount of then_and shall keep such policies in force untilltban is repaid in full.

(b) The Loan will be forgiven as follows:
i. In the event the Employee is employed as & th anniversary of the Commencement Date (th&**“

Anniversary”),the Company will forgive *** of the Loan and theauaed interest on the forgiven debt. Once forgivhe
Company cannot seek repayment of the forgiven tihelbtis the subject of this paragraph.
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ii. In the event the Employee is employed as of'tfi@nniversary of the Commencement Date (the “#&hniversary”),the
Company will forgive the full balance of the Loan¢luding all accrued interest and will issue te tBmployee a writte
release confirming the cancellation and forgiverathe debt and the related documents attachédlaibit A.

iv. In the event that the Company terminatesBh®loyee’s employment without “Good Cause$ [defined herei
prior to the Due Date, the Company agrees to caraforgive the Loan and any accrued interestasnslich the Employ
is not obligated to repay the Loan and any accimettest, and will issue to the Employee a writtelease confirming tt
cancellation and forgiveness of the debt and thete® documents attached as Exhibit A. The terrunadf Employees
employment will be deemed to have been for “Goodsgaas defined below in paragraph 13.

V. In the event that the Employee terminatesfpeement with “Good Reasondg defined herein) prior to the C
Date, the Company agrees to cancel and forgivedhae and any accrued interest and as such the Eewie not obligate
to repay the Loan and any accrued interest, aridssile to the Employee a written release confignthre cancellation al
forgiveness of the debt and the related documetdsheed as Exhibit A. “Good Reasois’defined as any of the followi
events which are not cured by Company within thi89) days after receipt of written notice of temation from Employe
based on: (1) a significant change in the naturgcope of Employees authorities, powers, functmmduties, or a reductit
in compensation; (2) a determination by a court thare has occurred a material breach by the Comnpiany provision ¢
this Agreement which is not remedied within 30 dafter receipt by the Company of written noticenfr&mployee; (3)
Change in Control as defined in Section 5.1(d);E#)ployee providing notice of resignation underagaaph 3(f); or (&
Employee providing notice of resignation under geagh 5.2 for failure to make a Loan installmentmpant.

Vi. Upon Employees termination of this Agreement other than for G&shson prior to the *** Anniversary Date
the Commencement Date, the Loan, plus interest, lIsa@ome immediately due and payable. Upon Em@®ytrminatiol
of this Agreement other than for Good Reason dfter** Anniversary but prior to the *** Anniversgr(the Due Date), tt
remaining balance of the Loan in the amount nagif@n of *** plus interest shall become immediatelye and payabl
without further action from the Company on the datgployment ceases. In the event that the Compaforded to exper
legal or other fees in its effort to the colleat timount due and payable under the Loan and thagjrzgoh 5.2(b), Employ
agrees that such costs shall be borne and payatilesively by Employee, and that such costs shatjifbto accrue intere
at the rate of *** from the date Employee ceaselsean the employ of Company.
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6. Business Expenses Subject to 5.1(b), the Employee shall be reimbuisgdhe Company for those busin
expenses incurred by him, which are reasonablenandssary for the Employee to perform his dutieleuthis Agreement, upon submiss
of such accounts and records as may reasonabggb@ed by the policies established from time neetiby the Company.

7. Confidentiality. Employee shall keep confidential, except as tbhen@any may otherwise consent in writing, and
disclose or make any use of except for the benéfie Company and in no way harmful to the Compatany time either during the tern
this Agreement or thereafter, any trade secretewledge, data, intellectual property or other imation of the Company relating to
Company and its businesséx;luding, without limitation, information regardjncost of new accounts, customer lists, customivitycrates
and other customer information, technology (haréwand software), discoveries, processes, algorjtlmask works, strategieproducts
processes, know how, technical data, designs, flasntest data, business plans, marketing plansadudrtising result®r other subje:
matter pertaining to any business of the Compangnyr of its clients, customers, consultants, lieessor affiliates which Employee n
produce, obtain or otherwise learn of during tharse of Employee’s performance of services (callett “ Confidential Information ).
Employee shall not deliver, reproduce, or in anyalow any such Confidential Information to beideted to or used by any third par
without the specific direction or consent of a dalythorized representative of the Company, exaepbnnection with the discharge of
duties thereunder. The terms of this paragraph shalive termination of this Agreement. Notwithstling anything to the contrary here
Employee shall not have any obligation to keep ickemtial any information that: (a) is required kawl or regulation to be disclosed
Employee, or (b) is required to be disclosed by Bygeto any government agency or person to whom disodosurequired by judicial «
administrative process or (c) any client informataf clients that Employee has had contact whilthenEmploy of the Company, or (d) ¢
client information or clients that Employee had temh with prior to becoming an Employee of the Camp

7.1 Restriction During EmploymentEmployee agrees that at no time during his empéoyt with the Company w
Employee (i) in any way induce or attempt to indacy employee or registered representative of thegany (or of any affiliate of tl
Company) or any person, firm or corporation havamy contract with the Company (or any affiliatetbé Company), either to leave s
employment or association with the Company or &abh or terminate its contract with the Companyw(h any affiliate of the Compan:
(i) in any way induce or attempt to induce any &gpe or registered representative of the Companwry affiliate of the Company) or &
person, firm or corporation having a contract vilite Company (or any affiliate of the Company) tadrae employed by, associated witl
enter into a contract or agreement with anotheckstirokerage firm or other entity; and (iii) in amay induce or attempt to induce
account, customer and client of the Company fromrmiteating their relationship with the Company orcbming an account, customer |
client of another stock brokerage or trading firmsionilar entity.
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7.2 Restrictions After Employment.

(&) Employee agrees that for a period of one (1) yétr ahe termination of its employment with the Guany, th
Employee will not induce or attempt to induce amgpéoyee or registered representative of the Compangny other person, firm
corporation having any contract or association \lin Company either from leaving such employmerdssociation with the Company ol
breach or terminate his or its contract with thenpany or in any way induce or attempt to induce @mployee or registered representativ
the Company (or any affiliate of the Company) oy @erson, firm or corporation having a contractwtiie Company (or any affiliate of
Company) to become employed by, associated winter into a contract or agreement with anotherksbwokerage or trading firm or ot}
similar entity.

(b) Employee agrees that for a period of thirty (30ydafter the termination of his employment with ®empan'
for whatever reason, the Employee will not engagean owner, partner, shareholder, officer, direemployee, consultant, advisor, ager
representative, in any business which competes thdhCompany or any of its affiliates in tradingestecuting in equity markets, includ
but not limited to equity-related products.

8. Return of Confidential Material Upon the completion or other termination of Enygle's services for the Compal
Employee shall promptly surrender and deliver ® @ompany all records, materials, equipment, drgsvidocuments, notes and books
data of any nature pertaining to any inventiondéraecret or Confidential Information of the Compam to Employees services, ar
Employee will not take with him any description ta@ining or pertaining to any Confidential Infornaati knowledge or data of the Comp
which Employee may produce or obtain during thersewf his services. The terms of this paragramil Survive termination of th
Agreement.
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9. Other Obligations; Certain Representations

(@) Employee acknowledges that the Company from timgnte may have agreements with other persons \
impose obligations or restrictions on the Comparadenduring the course of work there under or reggrthe confidential nature of st
work. Employee will be bound by all such obligasoand restrictions and will take all action necgssa discharge the obligations of
Company there under.

(b) All of Employee$ obligations under this Agreement shall be subjieciny applicable agreements with,
policies issued by the Company to which Employesultgect, that are generally applicable to the fiighest paid executives of the Compe

(c) Employeerepresents that he has the legal capacity to emtethis Agreement, and has of the Commence
Date he is under no employment contract, nompetition agreement, or any other obligation thatild violate or be in conflict with tl
terms and conditions of this Agreement or encunhiieperformance of duties assigned to him by then@my other than potential confli
arising from Employe& previous relationship with eTrade Financial, lrz. any successor, assignee, or purchaser ofighis rof eTrad
Financial, Inc. (the “Former Employer”). Employagther represents and warrants that he has notdigncommitted to angmployment ¢
consultant duties or other obligations that wouided his full attention or conflict with from theuties assigned to him by the Company.

(d) Employee holds all licenses required by FINRA,adplicable self regulatory organizations, and edieral an
state securities and other laws necessary to perervices to the Company as contemplated by thieément. All such licenses are in
force and effect, and Employee covenants to takb agtion as is necessary to maintain all suchnéies in full force and effect during
term of this Agreement.

(e) If during the first thregears of this Agreement while the Loan is stillsiahding the Employee is enjoined fi
working for the Company by a court of law, the Eayae agrees to: (i) return to work to the Compaimgnever the restraints lapse or
removed or (ii) at the Compargy/sole discretion, continue to remain in the emmgbyhe Company performing services not preventeth
being provided by the Employee under the restraints

® If the Employee is enjoined from working for the@pmany by a court of law and the Employee decidesis
sole discretion, not to return to work for the C@mp after the restraints lapse or are removedydh €vent the Company may demanc
Loan to be repaid by the Employee and the Emplaggees to repay the Loan, interest free, as folltimesEmployee will be entitled to kee
prorated portion of the Loan for the period of tithe Employee worked during the two-year periodaed through the latest monémd prio
to the Employee’s last day of work and pay backizaknce. For example, if the Employee last workedlays into the twgear period, th
Employee would be entitled to keep two-monthat@daths multiplied by *** of the Loan, or ***, andepay the balance of ***. For t
avoidance of doubt, any time during which the Emgpto was restrained from working for the Companytha role of either SVP
Institutional Sales, Cétead of the Institutional Sales Group, or in anle enerally associated with such positions, aedGbmpany elec
not to have the Employee perform any other senfimethe Company, such time shall not be considéred worked for the previous equat
herein. If the Employee refuses to tender said Legayment within 60 days of the demand from Corgp&mployee agrees to reimbu
Company for any reasonable costs of collectionughgdebt, including reasonable attornefg®s and to pay interest on the debt at an a
rate of *** calculated from the date demand is mhgieghe Company. Notwithstanding the foregoinghd Employee reports to work after
restraints lapse and the Company refuses to centimiployee’s employment or ezaployment, the Company cannot demand repaym:
the Loan and the Employee is not obligated in aaypmer to pay back the Loan, and the Employee Vgl Banmediately vest in allrestrictet
stock” under Section 5.1(d).
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(9) Adjustment for Injunction or Other Restraint.

Each of the Company and Employee acknowledge thélteé event the Employee may be enjoined or otlserwéstrained fro
performing his duties as SVP of Institutional Sadesl/or Co-Head of Institutional Sales for a certiine period (“Time of Restraint™Jn
such event, the Company may elect during such TifriRestraint, in its sole option, to either (i) vegt that Employee perform other du
for the Company, or (ii) perform no duties for tBempany until such restraints lapse. Only in thenévhat the Company elects to h
Employee perform no duties for the Company durimg Time of Restraint, each of the *** Anniversaty* Anniversary, Due Date ar
Milestone Date (collectively, the “Defined Datesi3 defined in this Agreement, as well as any otla¢es based upon any of the Defi
Dates, shall be extended by an amount of time equak Time of Restraint.

10. Trade Secrets of OtherEmployee will not enter into any agreement, gitigtten or oral, which is in conflict with tr
Agreement.
11. Employee Benefits During the Agreement Term, the Company agreesdioidie Employee in its group medi

and hospital plan. Employee understands and aclaug&k that Employee will be responsible for mongidyments for such insurance at
rate commensurate with other employees of Compamployee hereby authorizes the Company to dedecteths accrued for the insura
provided to Employee under this paragraph on a hipiiasis from the Employee’s share of net commaissiprior to Company’ distributior
of the same. Company reserves the right to (i) @aBmployee’s insurance in the event Emplogestiare of net commissions is insufficier
cover the monthly insurance expense hereundeii) sequire Employee to make such monthly paymémtseu of Companys deduction ¢
the same from Employeeshare of net commissions. The Company may withfrom any benefits payable to the Employee aléfal] state
local and other taxes and amounts as shall be fiechair required pursuant to law, rule or regulatio
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12. Death and Disability

€)) The Agreement Term shall terminate on thee daft Employee’s death, in which event the Employee’

Commission and reimbursable expenses and benéfésy, owing to Employee through the date of Emplels death shall be paid to
estate. Employeg’estate will not be entitled to any other compgasaipon termination of this Agreement pursuanthis Paragraph 12(
For purposes of clarity, and notwithstanding amyghtontrary herein, should the Employedeath occur prior to the expiring of the Ves
Period set forth in paragraph 5.1 (d) herein then@any shall have no obligation to continue to isBugployees estate stock, subsequer
the date of Employee’s death. Furthermore, shouighlByees death occur prior to the Due Date as set fortharagraph 5.2 herein, 1
Company shall forgive and cancel the Loan and amyusd interest, and may not seek to recover thee s a collection from Employae’
estate.

(b) If, during the Agreement Term, in the opinion oflay licensed physician acceptable to the Emplagmea th
Company, the Employee because of physical or meliiaks or incapacity shall become substantialiyahle to perform the duties
services required of him under this Agreement fpedod of thirty (30) or more consecutive daysanraggregate of thirty (30) days in
twelve-month period (the “Disability”), the Compamyay, upon at least thirty (30) daysfior written notice (given at any time after
expiration of such period) to the Employee of ittentions to do so, terminate this Agreement asioh date as may be set forth in the nc
In case of such termination, the Employee shakiiled to receive any remaining Employ®@€ommission and reimbursable expense:
benefits, if any, owing to the Employee through dlage of termination. Furthermore, should EmplogetiSability occur prior to the Due D.
as set forth in paragraph 5.2 herein, the Comphalf forgive and cancel the Loan and any accruéstést, and may not seek to recovel
same as a collection from Employee or his estatgl&yee will not be entitled to any other compeimsatipon termination of this Agreem
pursuant to this Paragraph 12(b) and the vestirigeofestricted stock granted under 5.1(d) shabseaipon termination of this Agreement
Disability.

13. Good Cause
(@) As used herein, the term “Good Cause” shahm
0] a material breach by Employee of the termstto§ Agreement or the Compasyivritten policie
delivered to him, including those with respect msider trading and other trading activities, whiolaterial breach remains uncured ¢

twenty (20) days following Employee’s receipt fr@@ompany of written notice specifying such breacdefault;

(i) gross negligence or willful misconduct by Employeethe material breach of a fiduciary duty
Employee to the Company in the performance of biged hereunder;
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(iii) the commission by Employee of an act of fraud, eraleenent or any other crime by Employee in
performance of his duties as an employee herewsldetermined by a court that has jurisdiction sueh matters;

(iv) conviction of Employee of a felony or any othernuei that could materially interfere with -
performance of Employee’s duties hereunder or rizdtdamages the reputation of the Company;

(v) failure to hold and maintain in full force and effeduring the term of this Agreement, all licer
required by FINRA, all applicable self regulatoryganizations (“SRO”),and all federal and state securities and other la@cessary -
perform services to the Company as contemplatatliibyAgreement.

(vi) except as may have been disclosed in writmghe Company, Employee’'failure to disclose
Company prior or existing customer complaints, taations, legal proceedings, or regulatory, adniiatse, civil or criminal matte
threatened or pending, or any other matter which attversely affect the employment of the Employgéhe Company, such as a violatiol
any rules promulgated by the NASD or another SR@g other reportable event that should be disddsy Employee on Form U-4..

(vii) failure to promptly notify the Company if (i) Emplee becomes a party to any inquiry, investiga
litigation, legal proceeding or arbitration, (ifpyaaward or judgment is entered against EmploygeEMmployee’s registration or license to <
securities is refused, suspended, threatened okedvby the SEC, FINRA or any SRO; (iv) Employeedrees subject to a proceeding
effectuate the foregoing; (v) Employee is enjoirtethporarily or otherwise, from selling or dealingsecurities; or (vi) Employee is arres
summoned, arraigned, or indicted in connection witliiminal offense.

(b) As used herein, the term “Good Cause” shatlhmean any action or threatened action against ditliee€ompan
or the Employee, or both, by the Former EmployeiEoniployee to restrain or enjoin Employgeemployment with the Company or
Company’s business, in whole or in part.

(c) Upon Employee’ termination for Good Cause prior to the *** Anaigary Date of this Agreement, the Lc
shall become immediate due and payable pursuahetterms described in paragraph 5.2 hereundem Epaployees termination for Goc
Cause after the *** Anniversary but prior to the**Anniversary, the remaining balance of the Loartha amount not forgiven of *** plt
interest shall become immediately due and payahlesuant to the terms described in paragraph &uhder. In the event that the Comg
is forced to expend legal or other fees in its reffo the collect the amount due and payable utitetoan, Employee agrees that such «
shall be borne and payable exclusively by Employee that such costs shall begin to accrue intereshe rate of *** from the da
Employee ceases to be in the employ of Company.
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14. Remedy. It is mutually understood and agreed that Eigpdds services are special, unique, unu:
extraordinary and of an intellectual charactermgvihem a peculiar value, the loss of which cafmoteasonably or adequately compens
in damages or in an action at law. Accordinglythia event of any breach of this Agreement by Emgdgyhe Company shall be entitlet
equitable relief by way of injunction or otherwigeaddition to damages the Company may be entitlegcover. In addition, the Compz
shall be entitled to reimbursement from Employgaorurequest, of any and all reasonable attornfees and expenses incurred by |
enforcing any term or provision of this Agreement.

15. Notices All notices given hereunder shall be in writing astthll be deemed effectively given when maile
sent by registered or certified mail, return retegguested, or overnight mail with proof of mailjio Employee at his address set forth ol
first page of this Agreement and to the Companigsadddress set forth on the first page of thisekgnent, Attention: Marty Cunningham
with a copy to Bonnist & Cutro, LLP, 1199 Route &jite 304, Mountainside, New Jersey 07092, Attentdlames J. Cutro, Esq., or at ¢
address as such party shall have designated btjca given in accordance with this Paragraph 15.

16. Entire Agreement This Agreement constitutes the entire understandintpe parties with respect to its sub
matter and no change, alteration or modificationebE may be made except in writing signed by thdiga hereto. Any prior or oth
agreements, promises, negotiations, understandmggpresentations not expressly set forth in Algigeement are of no force or effect.

17. Severability. If any provision of this Agreement shall be unec&able under any applicable law, t
notwithstanding such unenforceability, the remairafethis Agreement shall continue in full forcedagffect.

18. Amendments, Modifications, Waivers No amendment, modification or waiver of any prowis of thi
Agreement shall be effective unless the same bkdlh writing and signed by each of the partiegteerand then such waiver or consent !
be effective only in specific instances and for $pecific purpose for which given.

19. Assignment Neither this Agreement, nor any of Employesghts, powers, duties or obligations hereunihery
be assigned by Employee. This Agreement shall bditg upon and inure to the benefit of Employee hischeirs and legal representati
and the Company and its successors and assignmes3ocs of the Company shall include, without ktihdn, any corporation or corporatic
acquiring, directly or indirectly, all or substaaity all of the assets of the Company, whether leygar, acquisition, consolidation, purchas
otherwise, and such successor shall thereaftee®&med “the Company” for purposes hereof.

20. Applicable Law. This Agreement shall be deemed to have been madited, negotiated and the transact
contemplated hereby consummated and fully performebe State of New York and shall be governedbg construed in accordance v
the laws of the State of New York, without regarvdhe conflicts of law rules thereof.
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21. Arbitration.

@ The parties agree that any and all claims or despatising under this Agreement, as to which they i
adverse parties, will be resolved by arbitratiofole FINRA and that with respect to this Agreemenparty may seek injunctive relief ¢
ancillary damages before FINRA. Each party irrelbg@onsents to subject matter and personal jutigai before FINRA. The parties st
restrict themselves to claims for compensatory dgsand no claims shall be made by any party foitipe or similar damages. The par
agree that any award or decision by FINRA shalffib&@ and binding upon the parties and a judgmeay fve entered in a court of compe
jurisdiction upon such award or decision. The paraigree that the situs of any arbitration or Ipgateedings hereunder shall be the Ci
New York, State of New York

(b) The parties agree that in the event that theretisemtened breach or breach of any of the covenagteemen
and representations contained in this AgreemeetCibmpany will suffer immediate and irreparablenhand money damages and as ar
thereof, the Company shall have the right to saglctive relief before FINRA or through the juditprocess in addition to any and all rig
and remedies at law or equity it may have. In arshsaction or proceeding, the Company shall beledtio reimbursement for all legal fee
may incur. The parties further agree that the Comyshall not be required to post any bond with rdgdo it seeking any equitable or le
relief hereunder.

22. Full Understanding. Employee represents and agrees that he fully utaahels his right to discuss all aspect
this Agreement with his private attorney, thatte extent, if any that he desired, he availed hinagehis right, that he has carefully read .
fully understands all provisions of this Agreemetftat he is competent to execute this Agreememt, tiis agreement to execute
Agreement has not been obtained by any duresshatché freely and voluntarily enters into it, aheétthe has read this document ir
entirety and fully understands the meaning, intant consequences of this document, which is thabiistitutes and agreement
employment.

23. Counterparts This Agreement may be executed in any number ofitesparts, each of which shall be deeme
original and all of which taken together shall ditnge one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

HUDSON SECURITIES, INC.

By: /s/ Martin Cunningham

Name: Martin Cunninghat
Title: CEO

EMPLOYEE

/s/ David Scialabb

Name: David Scialabk
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PROMISSORY NOTE

David Scialabba., an individual residing 210-B Sunset Road, OyB&y, New York 11771 (“Debtor”), promises to payHadson
Securities, Inc.,a Delaware corporation, having an address of 1MnT8quare Place, 15th Floor, Jersey City, New 03810, hereinaft:
referred to as “Creditor”, the sum & | which represents a forgivable loan owed by thétBeto the Creditor under the Employmr
Agreement between the Debtor and Creditor for #réod January 22, 2008, through January 21, **{ arterest at the annual rate of
(the “Loan”) in the event the Loan becomes due under the tefrttseoEmployment Agreement, which is fully adopiud incorporate
herein.

Payment shall be made to the order of Creditohataddress of Creditor set forth above, or at sibkr place as Creditor or ¢
subsequent holder of this Note may designate irtleat under the terms of the Employment Agreerttent.oan becomes due, as follows:

1) It is the desire and intent of the parties thattdrens, provisions, covenants and remedies cortaméhis Note shall k
enforceable to the fullest extent permitted by Idvany term, provision, covenant or remedy of tNiste shall, to any extent, be construe
be invalid or unenforceable in whole or in pargntsuch term, provision, covenant or remedy sleaddnstrued in a manner so as to perrr
enforceability under the applicable law to the datl extent permitted by law. In any case, the raim@iprovisions of this Note or t
application thereof, other than those to which thaye been held invalid or unenforceable, shalkiarm full force and effect.

2) Should any provision of this Note require interptin or construction, it is agreed by the partied the entity interpretir
or construing this Note shall not apply a presumpthat the provisions hereof shall be more syrictinstrued against one party by reasc
the rule of construction that a document is to bestrued more strictly against the party who pregahe Note, it being agreed that t
parties (by their respective attorneys) have ppsdted in the preparation of all the provisiongto$ Note.

3) The laws of the State of New York govern tiite and the validity and performance thereof.

4) This Note and the Employment Agreement embodiegtthiee understanding between the parties herdatorespect to tt
subject matter hereof and may not be used as esgdefnvrongdoing or as an admission of guilt bjeitparty in any subsequent legal act

5) This Note may be changed, waived, discharged aritated only by an instrument in writing signedthg party again
whom enforcement of any change, waiver, dischargermination is to be sought. No waiver of anyrtesr provision of this Note will k
deemed a waiver of any subsequent breach of suthaeprovision, or the breach of any other ternpavision of this Note. Failure of a
party to claim default of all or any part of thiotd by the other party, or failure to enforce allamy of its rights hereunder, will not
construed as a waiver of any subsequent claimiglotsror as novation or modification in any waytlis Note.




CONFIDENTIAL TREATMENT REQUESTED
WITH RESPECT TO CERTAIN PORTIONS HEREOF
DENOTED WITH “***”
6) This Note and any rights herein granted are petdor@reditor, and any assignment (including a reergale of majorit
stock interest or transfer of control of Debtor)gbtor, or other encumbrance, is void (or shalibemed to be ineffective in transferring
rights pursuant to this Note) without Creditor’'sopiwritten consent.
7 Creditor has the right to assign the Note.
8) Debtor and any other person who has obligationgwutids Note waives the rights of presentment astite of dishono
“Presentiment” means the right to require the Goedbd demand payment of amount due. “Notice ohbDi®r’ means the right to require
Creditor to give notice to other persons that anmbave not been paid.

9) This Note is a uniform instrument with limitgdriations in some jurisdictions.

10) The parties hereto all represent that theydaty authorized to enter into this Note.

/s/ David Scialabb

By: David Scialabbi

Dated: January 14, 2008 Notary /s/ Farisha W. Mohammed




Exhibit 31.1

Certification Pursuant to Rule 13a-14(a)

I, Martin C. Cunningham, hereby certify that:

1.

(@)

(b)

(©

| have reviewed the Quarterly Report on FormQi®B of Hudson Holding Corporation for the quarteded December 31,
2007;

Based on my knowledge, this report does notaiomny untrue statement of a material fact or don#ttate 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 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 anchita#iing disclosure controls
and procedures (as defined in Exchange Act Rulasl58) and 15d-15(e)) and internal control oveaiicial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15¢r the small business issuer and have:

Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material informatielating to the small business issuer, includisgonsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inieh this report is being
prepared;

Evaluated the effectiveness of the small businesser’s disclosure controls and procedures anepied in this report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

Disclosed in this report any change in the smaifess issuer’s internal control over financialoing that occurred
during the small business issuer's most recerdlftpearter (the small business issuer’s fourthefisarter in the case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the smalkiness issuer's internal
control over financial reporting.

5. The small business issuer’s other certifyingceffand | have disclosed, based on our most resatiation 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 equivalentfioms):

@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectd¢hw@ll business issuer's ability to record, processimarize 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 finanagabrting.

Date: February 14, 2008 /sl Martin C. Cunningham

Martin C. Cunningharr
Chairman and Chief Executive Officer




Exhibit 31.2

Certification Pursuant to Rule 13a-14(a)

I, Keith R. Knox, hereby certify that:

1.

2.

I have reviewed the Quarterly Report on FormQ®B of Hudson Holding Corporation for the quarteded December 31, 20(

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 proceduresiused such disclosure controls and procedures tesigned under
our supervision, to ensure that material informatielating to the small business issuer, includisgonsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inieh this report is being
prepared;

(b) Evaluated the effectiveness of the small busirgsger’s disclosure controls and procedures anéptes in this report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(c) Disclosed in this report any change in the smadimess issuer’s internal control over financialoming that occurred
during the small business issuer's most recerdlftpearter (the small business issuer’s fourthefisarter in the case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the smalbiness 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 affectd¢hw@ll business issuer's ability to record, processimarize and report
financial information; and

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

Date: February 14, 2008 /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 28002
(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 December 31, 2007 (the “Form 10-QSBthefCompany fully complies
with the requirements of Section 13(a) or 15(ddhef Securities Exchange Act of 1934, as amendetl; an

(2) The information contained in the Form 10-QSBlygresents, in all materials respects, the faiaihcondition and results of operations
of the Company.

Date: February 14, 2008 /s/ Martin C. Cunningham

Martin C. Cunninghan
Chairman and Chief Executive Officer




Exhibit 32.2
CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act 28002
(18 U.S.C. 1350)

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

(1) The Quarterly Report on Form 10-QSB for thertpreended December 31, 2007 (the “Form 10-QSBthefCompany fully complies
with the requirements of Section 13(a) or 15(dhef Securities Exchange Act of 1934, as amendet; an

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

Date: February 14, 2008 /sl Keith R. Knox

Keith R. Knox,
President and Principal Accounting Officer






