





There is limited liquidity on the OTCBB.

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

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

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

Increased dealer compensation could adversely ttffiecstock price

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

Shares eligible for future sale may adversely affiee market.

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

Certain statements contained in this prospectustitote “forward-looking statementsis that term is defined under the Pri
Securities Litigation Reform Act of 1995 and relesmsssued by the Securities and Exchange Commissiohwithin the meaning
Section 27A of the Securities Act and Section 21Ehe Securities Exchange Act of 1934, as amendedhe Exchange Act. The wol
“believe,” “expect,” “anticipate,” “intend,” “estimte,” “plan” and other expressions which are predictions ofdicate future events and tre
and which do not relate to historical matters idgribrward-looking statements. Reliance should betplaced on forwartboking statemen
because they involve known and unknown risks, uabdgires and other factors, which may cause ouuahctesults, performance
achievements to differ materially from anticipafedure results, performance or achievements expdess implied by such forwardoking
statements. Factors that could cause actual resulitiffer materially from those expressed or iregliby such forwardboking statemen
include, among other things, those listed undesKRactors” and elsewhere in this prospectus.

We operate in a very competitive and rapidly chagginvironment. New risks emerge from time to teme it is not possible for @
management to predict all risks, nor can we agbesisnpact of all risks on our business or the mixte which any risk, or combination of ris
may cause actual results to differ from those doathin any forward-looking statements. All forwdeobking statements included in t
prospectus are based on information available tonuthe date of this prospectus. Except to thenéxtuired by applicable laws or rules,
undertake no obligation to publicly update or revimy forwardeoking statement, whether as a result of new médion, future events
otherwise. All subsequent written and oral forwlrdking statements attributable to us or persotisgon our behalf are expressly qualifie:
their entirety by the cautionary statements coetithroughout this prospectus.
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BUSINESS
Our Business
General

Hudson Holding Corporation (“Holding”)s a holding company and is the parent of its whollned subsidiaries, namely Hudson Secur
Inc. (“"Hudson”) and Hudson Technologies, Inc. (“Mirologies”), (collectively the “Company’Hudson (formerly Wien Securities Cc
("Wien")) is a registered broketealer under the Securities Exchange Act of 193#tisra member of the National Association of Seis
Dealers, Inc. (the "NASD"). The Company has officesNew Jersey and Florida. Technologies was forfoedthe purpose of providil
software development and technology services fatddn and for third parties.

In January 2003, the stockholders of Wien ententdl @n agreement whereby they granted certain meployees (the "Trading Group™)
option to acquire 51% of the outstanding share®/n's common stock ("51% Option") from Wien's &foalders. Upon the exercise of
51% Option, the Trading Group would be entitledptochase the remaining outstanding shares of Wamsmon stock within six montt
pending NASD approval of the transfer of Wien's coon stock.

In May 2004 the Wien stockholders and the Tradimgup amended the agreement, which changed the 5ifiernCto a 100% option. Wit
received NASD approval for this transaction andJone 30, 2004 the Trading Group consummated thehase of all of the outstanding shi
of Wien's common stock. Subsequently, on July ZI042Wien formed a wholly owned subsidiary named $tud Capital Markets, In
("HCMI"), which was organized in the state of Delaw. On July 31, 2004, Wien was merged into HCMthwiCMI becoming the survivi
("HCMI Merger") and the name was changed to HudSecurities, Inc.

In December 2004, Hudson entered into an Agreeraadt Plan of Merger (the "Agreement") with Healtht€@umes Management, |
("HOM"), a noneoperating public company. On May 3, 2005, undertémmns of the Agreement, Hudson's stockholders axgbd all of the
shares of common stock and warrants for sharesOdflldommon stock (the "Exchange"). The HOM shares ¥ere issued represented ¢
of HOM's outstanding interest at the time of thi€heange. In connection with the legal form of thi@nsaction, Hudson became a wh
owned subsidiary of HOM. On September 6, 2005, HEWdnged its name to Hudson Holding Corporation effiekctuated a one for eig
reverse stock split for all stockholders of recasdof the close of business on June 13, 2005.iRandial reporting purposes, the Exche
represents a capital transaction of Hudson oretse merger" rather than a business combination.

Operations

Hudson is a member of the National Association @fuBities Dealers and is insured by the Securitiesstor Protection Corporation. Hud:
is a market maker trading more than 7,000 secarifidted on the NASDAQ stock market, the OTC BullBbard, and the National Quotat
Bureaus Pink Sheets , and specializes in providing lifyich less liquid, difficult to trade stocks. Hums also trades approximately !
securities listed on certain US and foreign excleangludson has been in business since 1984.

As a market maker, Hudson provides its custometfs evider executions. When customers come to Hudeeking to buy or sell securities,
firm works to satisfy the customerskeds, either by finding counterparties willingttade with the customers (obtaining liquidity) ahere
appropriate, by taking the other side of the tratle=reby providing liquidity by purchasing or & the securities itself. In a sense, liquidil
the product that Hudson sells to its customers.
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Hudsons customers are firms that require liquidity to @dete stock trades, funds whose investment deasiatl for shifts into or out
certain stocks, retail customers, professionaleraadvho want to establish or liquidate their posisi, and other retail brokerage firms wt
individual investor clients wish to buy or sell geties. By trading with Hudson, its customers alpée to obtain liquidity.

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

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

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

Competitive Advantages

Hudson believes that it differentiates itself by thtocks it trades and by the customers it sefésle many of the firms competitor
emphasize NASDAQ National Market stocks, Hudsouées on providing liquidity in difficult-tdrade stocks, including shares quoted o1
OTC Bulletin Board and Pink Sheets and secondatiekr Small€ap NASDAQ stocks. At a time when much of the indus shifting towar
serving institutional customers, Hudssrstrategy is to maintain and grow existing refalips with retail firms while seeking to attraew
customers from among other retailers that the Bra@mpetitors neglect.

Technology

Hudson maintains a multi-tier connectivity netwddkreceive customersirders, to monitor the markets, and to communigéth trading
partners. Hudson’s traders have the ability todrall U.S. equities, using SungaadRASS order management system to process inc
orders and its UMA market access system and theIM&3 Level Il system to enter orders. These systémerface with Goldman Sac
Execution & Clearing, L.P. (Hudson'’s clearing brok® ensure trades are processed. The $ird@rsey City and Boca Raton offices ai
constant communication and can serve as back-umfmanother in case of system failures.

Hudson has migrated to Sungard’s “dedicated conmilexwhich Hudson can run its BRASS servers. Thdifiacs capable of executing trac

at peak rates of approximately triple the currardrage rate. Its complete implementation will addlow Sungard to be more responsiv
Hudson'’s needs, providing the ability to make clent the system during trading hours, and it faiilitate the addition of a dedicated FIX-
protocol communications server, which will simplifye setup of new customer connections. The FIXesas expected to be operational by
second quarter of 2007.
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Hudson Technologies, Inc. (“HTI'y a hardware and software technology division afisbn Holdings Corporation. HTI creates and des
software to enhance the trading environment of ldodSecurities and to meet customers needs for roigdd services. To date, HTI |
created applications that advance the base furaiipof Brass, a Sungard Order Management Systdrm.profit and loss system developer
HTI is a tool for equities sales traders of HudSaturities which on a nightly basis calculates whay have earned based on their cust
order flow. The system also creates a managempattras well as several other customer reporent@ance the value of Hudson Securitie
its clients. To the extent that these programs beayseful for other brokerage firms, HTI may sellicense these programs to others.

HTI, through its value added vendor relationshipss created several modules using the Brass OARIpgen OPI which allows Hudsor
write code to the application) which will be abtegrovide added functionality for the traders ofddan Securities. HTI also operates a ce
neutral co-location data center where customersreahcabinets, paying HTI a monthly fee. HT| afgmerates revenues by providing co-
location customers with remote hands support .

Future Products and Services

Hudson is actively seeking to expand into compldamgrbusinesses, both by developing new produeitsepfferings that will be valuable
the firm’s existing customers and by entering into stratpgitnerships with related businesses that caeaserits number of new custom
The firm recently began trading listed securitiad aurrently trades approximately 500 listed se¢imsi There can be no assurance that we
meet our goal. Strategic partnership candidatelsidecboutique investment banking and money managefirens. It may be necessary
acquire new businesses or hire experienced perstmeafectuate plans in these areas, none of whisle been identified to date.

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

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

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

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

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

Historically, a handful of market makers have acted for most of the shares traded. Retail bro&atsinstitutions prefer to have relationsl
with (and communication links to) more than one kesmaker. This engenders competition among market rmakeducing them to offer fe
executions, favorable prices, payment for ordewxfliquidity, research, convenience, and trustwioghs.

Industry Participants

Over the last several years there has been a capgblidation in the market making industry, asogldinancial corporations that entered
business near the height of the market in the 1880's subsequently scaled back, as the market (anohgradlumes and profits) retreat
While 200+ “market makersdre currently registered to trade bulletin boaatlss*, we believe that many choose to register asket maker
for technical reasons, and only a handful of thi@ses (including Hudson) actively compete to filkders from retail brokerstustomer:
Historically, two of the largest market makers, ¢imi Equity Markets and UBS Securities, dominaterttegket, accounting for a majority
NASDAQ, OTC Bulletin Board and Pink Sheet volur

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

Market making can be viewed by some as a commduigyness, with participants all offering prompt extions of customer orders. But in
industry where everyone sells (or buys) identidares of stock, there are criteria whereby markaters manage to distinguish themse
from their competition. Factors on which market e@kcompete include execution quality (speed aim)prpayment for orderflow, securit
traded and available liquidity, research, servi@se of use and relationships.

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

To help attract new customers, the firm is strivingncrease the list of securities available fading. Since the beginning of 2003, Huc
began making markets in 1,200 additional NASDAQckso In addition, the firm recently began tradin@d5securities which are listed
certain US and foreign exchanges. Management isnitied to expanding the list even more going fodygparticularly with the futu
deployment of the firm’s automated trading system.
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Future Growth

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

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

Government Regulation

The securities industry in the United States igextlto extensive regulation under both federal state laws. The Company is registered
broker-dealer with the SEC and certain state stesirilivisions. Much of the regulation of brokertkrs has been delegated to seljulate
organizations, principally the NASD, Nasdaq andiamtl securities exchanges. These seffulatory organizations adopt rules (subje:
approval by the SEC) that govern the industry astloct regular and periodic examinations of ourrapens. Securities firms are also suk
to regulation by state securities administratorghivse states in which they conduct business. Tdrapany is also subject to oversight by
U.S. Department of Labor in connection with our défirplans.

Significant legislation, rulenaking and market structure changes have occukedtie last five years that have had an impadcherCompan:
First, decimalization was introduced in January 206 NYSE and AMEX listed securities, and in Nasdawgrkets in April 200:
Decimalization, combined with the openny minimum price increment, has had a dramatiaction in average spreads, which in turn ha
a profound effect on our profitability. Second,2@02 Nasdaq launched SuperMontage, a Nasdaq rautith@xecution system. SuperMont
transformed Nasdaq from a quote-driven market fudlsorder-driven market as quotes and orders are treatedatime. Under SuperMonta
market makers and ECNs are able to show tradiregdst at five different price levels, allowing isters to see individual and aggreg:
interest across all market participants at the dviati Best Bid or Offer (“NBBO"jand four additional layers above or below the NBB@ird,
the introduction of SuperMontage, which is not ubgdall market participants, and the increase aditrg of Nasdadjsted securities by oth
exchanges has created market fragmentation. Tbisdilinkage between market centers has resutieani increase in locked and cros
markets, fragmented liquidity pools and differerarket centers using different sets of regulatofgg@nd regulations. Fourth, the U.S. Pe
Act of 2001, enacted in response to the terrotiacks on September 11, 2001, contains mtirey laundering and financial transparency
and mandates the implementation of various newlagigns applicable to broketfealers and other financial services companiedydinyg
standards for verifying client identification atcacint opening, and obligations to monitor clieginsactions and report suspicious activi
The increased obligations of financial institutidonsidentify their customers, watch for and repgarspicious transactions, respond to req
for information by regulatory authorities and lamf@cement agencies, and to share information witter financial institutions, requires
implementation and maintenance of internal prastipgocedures and controls which will increase ansts and may subject us to regula
inquiries, claims or penalties. Lastly, the SarlzaDgley Act of 2002 has led to sweeping changes mpamte governance. This far react
legislation has significantly affected public com@s by enacting provisions covering corporate guosece, board of directors and a
committee structure, management and control streictuew disclosure requirements, oversight of tbeoanting profession and aud
independence. The SEC also responded by, among thtimgs, requiring chief executive officers andiethfinancial officers of publi
companies to certify the accuracy of certain finah@ports and other SEC filings.
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The regulatory environment in which we operateuijsct to constant change. Our business, finamciatlition and operating results may
adversely affected as a result of new or revisgislgtion or regulations imposed by the U.S. Cosgrehe SEC, other U.S. and s
governmental regulatory authorities, or the NASIur @usiness, financial condition and operating ltesaiso may be adversely affectec
changes in the interpretation or enforcement ddterg laws and rules by these governmental autbsrit

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

The NASD and Net Capital Requirements

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

The SEC, NASD and various other regulatory agenué® rigid rules, including the maintenance ofcépelevels of net capital by securit
brokers and dealers pursuant to the SEC’s Unifoen@éapital Rule 15¢3-with which the Company must comply. As of Decemdk, 200€
the Company had total net capital of $8,735,446iciwhs $7,735,446 in excess of the Compangiinimum net capital requirement
$1,000,000.

Additionally, the Company is subject to periodioutine finance and operations reviews by the NA&Df @ind state securities divisions
should be noted that the Company has a discipliresgrd with the NASD and fines have been leviedirzg} the Company for violations t
occurred during the tenure of the prior managem@iten the NASDS policy of progressive disciplinary actions, tipisor record coul
adversely impact the Company if we are cited fodigmhal violations. On May 5, 2006, the NASD ledia fine of $72,500 against -
Company related to examinations and reviews coredudtring the 2003 and 2004 calendar years.

Employees

As of December 31, 2006, we employed 83 individu@isthe 83 employees, 6 are in management, 34harading, 30 are in sales, 2 art
compliance, 7 are in technology and 4 are in adstriion. We believe that our relations with oupéoyees are good. None of our employ
are represented by a union or any collective banggiagreement.

Corporate Information

Our principal offices are located at 111 Pavonieue, 15" Floor, Jersey City, New Jersey 07310 and our telepmumber is (201) 216-
0100. Our corporate website is http://www.hhcHze information on our website is not incorpordbgdeference to this annual report.
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Properties

Our corporate headquarters are located in 26,87arsgfeet of office space at 111 Pavonia Avenudersey City, New Jersey, wh
incorporates a state-of-tlat trading floor with 140 trading stations thatsaabandoned by a competitor. This lease expirdaigust 30, 201
and our initial monthly base rent is $33,594. Wkelve that our new headquarters space is moredtlagquate to support our existing busir
plus any intermediate term business expansion. Melease space at 525 Washington Blvd., Jersey Réw Jersey (11,737 square fee
office space) at a monthly rent of $34,484. Thaskexpires in November 30, 2007. In addition, veiniain trading and sales offices in Tin
Falls, New Jersey and Boca Raton, Florida. Ouceffiinclude a total of 176 trading stations: 14Bestdquarters in New Jersey, 16 in Tii
Falls and 20 in Florida.

Legal Proceedings

The Company has been named as a defendant in sa@bions relating to its activities as a brodealer including civil actions and arbitrati
From time to time, the Company is also involvedpioceedings and investigations by selfulatory organizations. Although the ultirr
outcome of these matters involving the Company otiba predicted with certainty, management beliévikas meritorious defenses to all s
actions and intends to defend each of these actigasously. Although there can be no assurancasghich matters will not have a mate
adverse effect on the results of operations omfifed condition of the Company in any future peridépending in part on the results for ¢
period, in the opinion of the Compasynanagement the ultimate resolution of such astamainst the Company will have no material ad
effect on the Company's financial condition.

USE OF PROCEEDS

We will not receive any of the proceeds from thie &d the shares of common stock by the sellingldiolders. If and when all of the
warrants held by the selling stockholders are éged; we will receive the proceeds from the exeroisthose warrants. If these warrants are
exercised in full, we may receive up to $3,361,1480ich we intend to use for working capital andestheneral corporate purposes.

SELLING STOCKHOLDER S

Up to an aggregate of 11,862,984 shares of comiumk snay be offered under this prospectus congjstin(i) 7,908,655 shares
common stock, and (ii) up to 3,954,329 shares ofroon stock issuable upon the exercise of warrants.

All proceeds of this offering will be received bhetselling stockholders for their own account. Waymeceive proceeds in connec
with the exercise of the warrants, the underlyihgres associated with which may, in turn, be sglthle selling stockholders. As used in
prospectus, the term “selling stockhold@ntludes the selling stockholders listed below #meir transferees, assignees, pledgees, don
other successors.

The following table sets forth, to our knowledgertain information about the selling stockholdessoh the date of this prospec
None of the selling stockholders, other than MrviDaVeisberg, who is a sales person at Hudson 8esyinc., Mr. Patrick McBrien, who is
Managing Director at Deutsche Bank Private Wealtlinkbement, and Mr. Ronald Pasternak, who is ExecMice President and Head
Sales at Hudson Securities, Inc., is associatdd aviegistered broker-dealer.

Beneficial ownership is determined in accordancthvidule 13d3 promulgated by the Securities and Exchange Cosiomis an
generally includes voting or investment power witlspect to securities. In computing the numberhafas beneficially owned by the hol
and the percentage ownership of the holder, stedresmmon stock issuable upon conversion of the aotl upon exercise of the warrant
by the holder that are currently convertible orexercisable within 60 days after the date of &idet are deemed outstanding.
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The percent of beneficial ownership for the sellgtgckholder is based on 36,725,185 shares of canstozk outstanding as of -
date hereof. Shares of common stock subject toantsr options and other convertible securities dnatcurrently exercisable or exercisi
within 60 days of the date hereof, are considergdtanding and beneficially owned by a selling kkadder who holds those warrants, opti
or other convertible securities for the purposecofputing the percentage ownership of that seltmrkholder but are not treated
outstanding for the purpose of computing the peeggnownership of any other stockholder.

The following table sets forth information as o&ttdate regarding beneficial ownership of our commstmck by each of the selli
stockholders before and immediately after the afferActual ownership of the shares is subjectxerese of the warrants.

The shares of common stock being offered underphispectus may be offered for sale from time moetiduring the period tl
registration statement of which this prospectus fgrt remains effective, by or for the accourthefselling stockholders.

After the date of effectiveness of the registratitetement of which this prospectus is a parts#ikng stockholders may have solt
transferred, in transactions covered by this progseor in transactions exempt from the registratequirements of the Securities Act, sorr

all of its common stock. Information about the isgjlstockholders may change over time.

Any changed information will be set forth in an armdment to the registration statement or supplenetitis prospectus, to the ext
required by law.
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Name

Harold Altman

Joshua Altman & Eli Katz

Baxter Capital Management LLC (Pau
Gozzo, President)

Jonathan Blaustein

Jack Eizikovitz

Leeor Farshad Farhadian

Nasser Dan Farhadi:

Iroquois Master und Ltd. (Joshua
Silverman, Authorized Signatory)
Andrew Katz

Benjamin Katz & Eli Katz

Daniel Katz & Eli Katz

Eli Katz

Talia Katz & Eli Katz

Keukenhof Equity Fund, L.P. (Michael
James, General Partner)

Patrick McBrien

Meadowbrook Opportunity Fund LLC
(Michael Ragins, Manager)

Ronald Pasterns
Harry Strulovici, MD

Number of
Shares of
common
stock, not
including

shares
issuable on
conversion
of
warrants,

Beneficially

Owned
125,00(
166,66°

50,00(
166,66°
333,33
125,00(
125,00(

416,67(
149,98(
83,33/
83,33/
416,66°
83,33¢

708,33¢
126,00(

833,33«

750,00(
50,00(

Number of
Shares
Represente!
by
warrants,
Beneficially
Owned
62,50(
83,33«

25,00(
83,33/
166,66°
62,50(
62,50(

208,33t
74,99(
41,66
41,667
208,33¢
41,667

354,16°
62,50(

416,66°

375,00(
25,00(

Number of
Total Shares to
Number of be Offered
Shares of Percentage for the
common Benefically Account of
stock Owned the Selling
Beneficially before the Stockholder
Owned Offering ()
187,50( * 187,50(
250,00: * 250,00:
75,00( * 75,00(
250,00: * 250,00:
500,00: 1.2% 500,00:
187,50( * 187,50(
187,50( * 187,50(
625,00! 1.7% 625,00!
224,97( * 224,97(
125,00: * 125,00:
125,00: * 125,00:
625,00: 1.7% 625,00:
125,00: * 125,00:
1,062,50. 2.9% 1,062,50.
188,50( * 187,50(
1,250,00. 3.4% 1,250,00.
%
1,125,001 3.1 1,125,00
75,00( * 75,00(
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Percentage
Number of to be

Shares to Beneficially
be Owned Owned
after this after this
Offering Offering

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

-0- -0-

1,00( *

-0- -0-

-0- -0-

-0- -0-




South Ferry #2 LP (Morris Wolfson,

Portfolio Manager) (2) 2,250,000 1,125,000  3,375,00 8.8% 3,375,00! -0- -0-
Robert I. Turner 142,00( 71,00( 213,00( * 213,00( -0- -0-
David Weisberg 100,00( 50,00( 150,00( * 150,00( -0- -0-
Aaron Wolfson 250,00( 125,00( 375,00( 1% 375,00( -0- -0-
Eric M. Zachs 250,00( 125,00( 375,00( 1% 375,00( -0- -0-
Scott E. Zelnick 125,00( 62,50( 187,50 * 187,50( -0- -0-

Total 7,909,65!  3,954,32! 11,863,98 11,862,98 1,00( *
* Less than one percent.

None of the Selling Shareholders, other than Mmakdb Pasternak and Mr. David Weisberg, has orénpidist three years has had any pos
office or material relationship with Hudson or asryour predecessors or affiliates. Mr. Pasterndkxiscutive Vice President and Head of S
at Hudson Securities, Inc. Mr. Weisberg becameystered salesperson at Hudson Securities, Inkannary, 2007.

(1) Assumes that all shares of common stock offerehlis prospectus and otherwise beneficially ol be sold.

(2) Their address is One State Street Plazd P®or New York, New York 10004Aaron Wolfson and Abraham Wolfson are the Gel
Partners of South Ferry #2 LP, however, all ofwbng and dispositive power over South Ferrys#@ortfolio has been delegated by
general partners to Morris Wolfson, its portfolicanager. Aaron Wolfson, Abraham Wolfson and Morri®lfdbn each disclai
beneficial ownership over the shares owned by SBathy #2 LP.

The selling stockholders and we are not makingrapyesentation that any shares covered by the @caspwill or will not be offere

for sale or resale. The selling stockholders resehe right to accept or reject, in whole or intpany proposed sale of shares. The sl
offered by this prospectus may be offered from timgme by the selling stockholder named above .
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PLAN OF DISTRIBUTION

Selling stockholders may offer and sell, from titndime, the shares of our common stock coverethisyprospectus. The term sell
stockholders includes donees, pledgees, transfemreether successors-interest selling securities received after the ddtéhis prospectt
from a selling stockholder as a gift, pledge, penship distribution or other nosele related transfer. The selling stockholderd adl
independently of us in making decisions with respedche timing, manner and size of each sale.sSal@y be made on one or more excha
or in the over-thesounter market or otherwise, at prices and underdehen prevailing or at prices related to thertbierrent market price or
negotiated transactions. The selling stockholdeag sell their securities by one or more of, or mbmation of, the following methods:

. purchases by a broker-dealer as principal andadsathe broker-dealer for its own account purst@athis prospectus;
. ordinary brokerage transactions and transactiomghinh the broker solicits purchasers;
. block trades in which the brokeealer so engaged will attempt to sell the seesriis agent but may position and res

portion of the block as principal to facilitate ttransaction;

. an over-the-counter distribution in accordance whthrules of the NASDAQ National Market;
. in making short sales or in transactions to cohertssales;

. in put or call option transactions relating to #ares;

. in privately negotiated transactions; and

. in options, swaps or derivatives transactions.

The selling stockholders may effect these transastby selling shares directly to purchasers artthrough brokedealers, whic
may act as agents or principals. These braolealers may receive compensation in the form afadists, concessions or commissions fron
selling stockholders and/or the purchasers of shfmrewhom such brokedealers may act as agents or to whom they seltiasigals, or bot
(which compensation as to a particular brottealer might be in excess of customary commissiois® selling stockholders have advise
that they have not entered into any agreementratahdings or arrangements with any underwriterisrokerdealers regarding the sale
their securities.

To the extent required, we may amend or supplertfesitprospectus to describe a specific plan ofriBistion. In connection wi
distributions of the securities or otherwise, tedlisg stockholders may enter into hedging trarisast with brokerdealers or other financ
institutions. In connection with those transactiobeokerdealers or other financial institutions may engagehort sales of shares of
common stock in the course of hedging the posittbeg assume with selling stockholders. The selitagkholders may also sell shares of
common stock short and redeliver the securitiesldee out their short positions. The selling stadélbrs may also enter into option or o
transactions with broker-dealers or other finanaiatitutions that require the delivery to the beolealer or other financial institution
securities offered by this prospectus, which séiegrithe brokedealer or other financial institution may reselkrguant to this prospectus,
supplemented or amended to reflect the transaclibe. selling stockholders may also loan or pledgeusties to a brokedealer or othe
financial institution, and, upon a default, the kepdealer or other financial institution, may affeeies of the loaned or pledged secur
pursuant to this prospectus, as supplemented ondadeo reflect the transaction.
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The selling stockholders may also sell shares uftlde 144 under the Securities Act, if availablather than under tt
prospectus. In effecting sales, broker-dealersgents engaged by the selling stockholders may geréor other brokedealers to participal
Broker-dealers or agents may receive commissions, dissoointconcessions from the selling stockholders rimounts to be negotiat
immediately prior to the sale.

In offering the securities covered by this prospscthe selling stockholders and any brotealers who execute sales for the se
stockholders may be treated as “underwritevgghin the meaning of the Securities Act in conmattwith sales. Any profits realized by -
selling stockholders and the compensation of ankdrrdealer may be treated as underwriting disanti commissions.

The selling stockholders and any other person qpatiing in a distribution will be subject to thecdirities Exchange Act of 19
(Exchange Act). The Exchange Act rules includehuwitt limitation, Regulation M, which may limit thiening of purchases and sales of an
the securities by the selling stockholders and ropiagticipating persons. In addition, Regulationrvhy restrict the ability of any pers
engaged in the distribution of the securities tgage in marketnaking activities with respect to the particulacugty being distributed for
period of up to five business days prior to the o@ncement of the distribution. This may affect tharketability of the securities and
ability of any person or entity to engage in marketking activities with respect to the securitiese Wave informed the selling stockholc
that the antimanipulation rules of the SEC, including Regulatidmpromulgated under the Exchange Act, may appliéir sales in the mark

We will make copies of this prospectus availablethte selling stockholders for the purpose of sgtigf the prospectus delive
requirements of the Securities Act. The sellingktmlders may indemnify any brokdealer that participates in transactions involuing sal
of the securities against certain liabilities, irdihg liabilities arising under the Securities At¥e have agreed to indemnify the sel
stockholders and the selling stockholders haveeagte indemnify us against certain liabilities ionoection with the offering of the sha
including liabilities arising under the Securitiést.

At the time a particular offer of securities is read required, a prospectus supplement will béridisted that will set forth the numt
of securities being offered and the terms of tHerofg, including the name of any underwriter, @ear agent, the purchase price paid by
underwriter, any discount, commission and othenit®nstituting compensation, any discount, commissir concession allowed or aflowec
or paid to any dealer, and the proposed sellingepo the public.

We are paying all expenses and fees in connectitintiae registration of the shares. The sellingldtolders will bear all brokerage
underwriting discounts or commissions paid to brakealers in connection with the sale of their skar
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DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTRO L PERSONS

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

Name Age Position

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

Keith R. Knox 48 President, Secretary and Director
Mark Leventhal 50 Executive Vice President and Director
Peter J. Zugschwert 41 Director

Joanne V. Landau 51 Director

Carmine V. Chiusano 65 Director

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

Martin Cunningham has been a director of Hudson and has served &hig$ Executive Officer since 2004. From Augus02Qntil joining
Hudson, Mr. Cunningham was an employee of Wien @#s} Inc. From February 2003 until August 2088, Cunningham was President
Wien Securities, Inc. From 1996 to December 2002,Blinningham was Senior Vice President and Hedgfjofty Trading at Schwab Cap
Markets (formerly Mayer & Schweitzer).

Keith Knox has been a director of Hudson and has served Bseisident since 2004. From January 2003 untilrjgitdudson, Mr. Knox was
Vice President of Wien Securities, Inc. From 198December 2002, Mr. Knox was a trader with Sch@apital Markets (formerly Mayer
Schweitzer).

Mark Leventhal has been a director of Hudson and has served &xétsutive Vice President since 2004. From Jan@@83 until joining
Hudson, Mr. Leventhal was a Vice President of Wseturities, Inc. From 1989 to December 2002, Mrenthal was manager of NASD/
Trading at Schwab Capital Markets (formerly MayeS&hweitzer).

Peter J. Zugschwert served as President of the Company from Decemb@r fffough May 2005 and CEO of the Company fromt&ape
1997 to May 2005. Prior to joining the Companywses the Senior Vice President of Operations fomBaFinancial, Inc. since June 1995.

Joanne V. Landau has been a Director since May 2006. Ms. Landawbbas the President of Kurtsam Realty Corp. sin@382Brom 2000 1
2002, she was Senior Vice President, Head of $fimtdlarketing and Communications with Zurich Scudde Deutsche Ass
Management/Investments and from 1990 to 1999, Medau was with The Citibank Private Bank/Investragatsubsidiary of Citigroup,
last as Vice President, Head of Global Marketind @ommunications.

Carmine V. Chiusano has been a Director since May 2006. From 1968 @ 2Mr. Chiusano was was employed by Schwab Calitaket:
(formerly Mayer & Schweitzer), most recently as BeWVice President, Chief Operating Officer.
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All directors hold office until the next annual ntieg of stockholders and the election and qualifiza of their successors. Three of our
directors are considered “independent” under th€’SBew independence standards. Officers are elactedally by the board of directors
serve at the discretion of the board.

There are no family relationships among our dineceind executive officers. No director or executiiécer has been a director or execu
officer of any business which has filed a bankrypietition or had a bankruptcy petition filed agdiit. No director or executive officer |
been convicted of a criminal offense or is the sabpf a pending criminal proceeding. No dire@pexecutive officer has been the subje:
any order, judgment or decree of any court permidyen temporarily enjoining, barring, suspendingadherwise limiting his involvement
any type of business, securities or banking a@witNo director or officer has been found by arttaihave violated a federal or state secu
or commodities law.

None of our directors or executive officers or theispective immediate family members or affiliate$ndebted to us. As of the date of
filing, there is no material proceeding to whiclyanf our directors, executive officers or affiliates a party or has a material interest advel
us.

Board Committees
Our board of directors has three standing comnsitteassist it with its responsibilities. These odttees are described below.

The Audit Committee , which was established in May 2006, is compriselglg of directors who satisfy the SEC and Americatoct
Exchange audit committee membership requirementgioverned by a boampproved charter, which contains, among other #hirlbe
committees membership requirements and responsibilities. dtltBt committee oversees our accounting, finaneipbrting process, intert
controls and audits, and consults with managemedtthe independent registered public accountimy fithe "independent auditors")
among other items, matters related to the annudit,gbe quarterly financial statements and theliagfion of United States generally accej
accounting principles. As part of its duties, thalia committee appoints, evaluates and retainsimagpendent auditors. It maintains di
responsibility for the compensation, terminatiod awversight of our independent auditors and evatutite independent auditors' qualificati
performance and independence. The committee alsoton® compliance with our policies on ethical mesis practices and reports on tl
items to the board. The audit committee has estaddli policies and procedures for the gpproval of all services provided by the indepett
auditors. Our audit committee is comprised of Mandlau and Messrs. Zugschwert and Chiusano, andischwert is the chairman of
committee.

The board has determined that Mr. Zugschwert, wirceatly is a member of the board of directors endirman of the audit committee, is
audit committee financial expert, as defined urtierSecurities Exchange Act of 1934, as amended'Bkchange Act”)In addition, the boal
has determined that Mr. Zugschwert is an independieector as that term is defined in Iltem 7(d){8)of Schedule 14A under the Excha
Act. The board made a qualitative assessment oZMgschwerts level of knowledge and experience based on a auwftfactors, includin
his formal education, including an MBA in Finanead experience as a Chief Financial Officer forertbian ten years.
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The Compensation Committee, which was established in May 2006, is comprisetelg of independent directors, determines
compensation for our Chief Executive Officer; revieand approves corporate goals relevant to thepensation of our Chief Executi
Officer and evaluates our Chief Executive Offisgperformance in light of those goals and objestiveviews and approves objectives rele
to other executive officer compensation; reviews approves the compensation of other executiveasiin accordance with those objecti
advises our board regarding our stock option plapproves severance arrangements and other apelagieements for executive officers;
consults generally with management on matters coinge executive compensation and on pension, savamgl welfare benefit plans wh
board or stockholder action is contemplated witspest to the adoption of or amendments to suchspl@he compensation committet
governed by a Boardpproved charter. Our compensation committee ispciged of Ms. Landau and Messrs. Zugschwert andigaiio, an
Mr. Chiusano is the chairman of the committee.

The Nominating and Corporate Governance Committeewhich was established in May 2006, considers anlesi@aecommendations
matters related to the practices, policies and gores of the board and takes a leadership ro&haping our corporate governance.
committee is governed by a Boaagdproved charter. As part of its duties, the corteaiassesses the size, structure and compositibe bbar
and board committees, coordinates evaluation ofdbparformance and reviews board compensation.cbhamittee also acts as a scree
and nominating committee for candidates considéoecklection to the board. In this capacity it cerns itself with the composition of 1
board with respect to depth of experience, balafcprofessional interests, required expertise athgtrofactors. The committee evalui
prospective nominees identified on its own initiator referred to it by other board members, mamage, stockholders or external sources
all self-nominated candidates. The committee usessame criteria for evaluating candidates noméhate stockholders and seibminate:
candidates as it does for those proposed by otteedbmembers, management and search companiesio®imating committee is compris
of Ms. Landau and Messrs. Zugschwert and ChiusambMs. Landau is the chairman of the committee.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct andsEdpplying to our directors, officers and empleyééhe Code is reasonably designe
deter wrongdoing and promote (i) honest and etldoalluct, including the ethical handling of actaalapparent conflicts of interest betw
personal and professional relationships, (ii) fédliy, accurate, timely and understandable disclsn reports and documents filed with
submitted to, the SEC and in other public commuimoa made by us, (iii) compliance with applicalgevernmental laws, rules &
regulations, (iv) the prompt internal reportingvidlations of the code to appropriate persons ifiedtin the code, and (v) accountability
adherence to the Code.

26




Security Ownership of Certain Beneficial Owners
The following table sets forth information regamlithe number of shares of our common stock bemadfiacdwned on December 31, 2006 by:

« each person who is known by us to beneficially &% or more of our common stock;
« each of our directors and executive officers; and
« all of our directors and executive officers, agaug.

Except as otherwise set forth below, the addresad of the persons listed below is Hudson Hol@ogporation, 111 Town Square Place,
Suite 1500A, Jersey City, New Jersey 07310.

Number of Percentage of
Shares Shares

Beneficially Beneficially
Name and Address of Beneficial Owner Owned® Owned @
Directors and Executive Officers:
Martin C. Cunningham 4,178,56! 11.2%
Keith R. Knox 4,178,56! 11.4%
Mark Leventhal 4,348,56! 11.8%
Peter J. Zugschwe® 224,35t %
Joanne V. Landa® 10,00( L
Carmine V. Chiusan® 10,00( k3
All executive officers and directors as a group€8sons) 12,950,05 35.2%
Other 5% or Greater Stockholders:
Kenneth D. Pasterne® 9,081,78! 24.71%
Steven L. Winkle(® 4,348,56! 11.8%
South Ferry #2 LK) 3,375,001 8.9%

« Lessthan 1% of outstanding shares.

(1) Unless otherwise indicated, includes shares owrned bpouse, minor children and relatives sharimgshme home, as well as ent
owned or controlled by the named person.

(2) Based upon 36,725,185 shares of our common stdskaoding on December 31, 2006.
(3) Includes 10,000 shares of Common Stock issuabla agercise of Stock Options to these directors

(4) Includes 833,335 shares of Common Stock issuala agercise of Warrants. The address for Mr. Paakeis 111 E. Saddle River Road,
Saddle River, N.J. 07458.



(5) Mr. Winkler is employed by Hudson Securities, Irecwholly-owned subsidiary of Hudson Holding Comgatéyn, as Co-Head of Nasdaq
and Foreign Trading.

(6) Includes 1,125,000 shares of common stock esugon exercise of warrants. Aaron Wolfson andabm Wolfson are the General
Partners of South Ferry #2 LP, however, all ofithéng and dispositive power over South Ferry #stfolio has been delegated to
Morris Wolfson, its portfolio manager. Aaron WolfscAbraham Wolfson and Morris Wolfson each discléiemeficial ownership over the
shares owned by South Ferry #2 LP. The addresSdoth Ferry #2 LP is One State Street Plaza, 28ibr FNew York, New York 10004.

Certain Relationships and Related Transactions

None.
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DESCRIPTION OF SECURITIES
General

The following description of our capital stock doest purport to be complete and is subject to amlified in its entirety by our
certificate of incorporation and bylaws, which @meluded as exhibits to the registration statenoénihich this prospectus forms a part,
and by the applicable provisions of Delaware law.

Our authorized capital stock consists of 101,000,08hares, 100,000,000 shares of Common Stock and,0@D shares of
Preferred Stock. As of December 31, 2006, these w6(725,185 shares of Common Stock issued anthodisg and no Preferred Stock
issued and outstanding. These figures do not ilechgturities to be issued pursuant to outstandargawts or our Amended and Restated
2005 Stock Option Plan.

Common Stock

The holders of the Common Stock are entitled tovarte for each share held of record on all masgalsnitted to a vote of stockholders.
Subject to preferences that may be applicable yoatstanding shares of preferred stock, the hsldeCommon Stock are entitled to receive
ratably such dividends, if any, as may be declasethe board out of funds legally available therefo the event of the Comparsyfiquidation,
dissolution or winding up, the holders of CommoacRtare entitled to share ratably in all assetsaieing after payment of liabilities and
liquidation preferences of any outstanding shafggeferred stock. Holders of Common Stock havereemptive rights or rights to convert
their Common Stock into any other securities. Tlageeno redemption or sinking fund provisions aggilie to the Common Stock. All
outstanding shares of Common Stock are fully pailrron-assessable.

Preferred Stock

Our certificate of incorporation authorizes theuesce of up to 1,000,000 shares of blank checlepesd stock, the rights, privileges and
preferences of which may be designated by our bofaditectors from time to time. Accordingly, oundrd of directors is empowered, without
stockholder approval, to issue preferred stock @itidend, liquidation, conversion, or other rigthsit could adversely affect the rights of our
stockholders. These shares may have rights wheekearior to our common stock. Preferred stock neaigued in the future in connection

with acquisitions, finances or such other matterewa board of directors deems to be appropriatthd event that any such shares of preferred
stock shall be issued, a certificate of designasetting forth the series of such preferred stk the relative rights, privileges and
designations with respect thereto, shall be filétth whe Secretary of State of the State of Delawahe effect of such preferred stock is that our
board of directors alone may authorize the issuafpeeferred stock which could have the effectnatking more difficult or discouraging an
attempt to obtain control of us by means of a memgader offer, proxy contest or other means.

There are currently no plans, understandings angements for the sale or issuance of any shams gifreferred stock.
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Warrants We are Registering in this Prospectus

We have outstanding warrants to purchase an aggrefaip to 7,122,774 shares of our Common stockdéts of the warrants ¢
entitled to standard andifution protection for splits, dividends, subdiass, distributions, reclassifications and comhiorad of our commc
stock.

Of the total warrants outstanding. 1,760,590 ohswearrants are exercisable at $1.05 per share7 £88 warrants are exercisabl
$.85 per share and 574,520 warrants are exerciaa¥®0 per share. In this prospectus we areteggig 3,954,329 of the warrants which
exercisable at $.85 per share. The warrants beigigtered are exercisable through 2011 and muskéeised by the payment of cash, ex
if there is no effective registration statementearavg the resale of the shares of Common stocknyidg the warrants, in which case, a ho
may exercise their warrants on a cashless basjsorfion of the individual holders of these Warraate not entitled to exercise any s
Warrant held by them, if such exercise would caissh holder to be deemed to beneficially own ineggoof 5% of the outstanding share
our Common stock on the date of issuance of suatesh

Anti-Takeover Law

We are subject to Section 203 of the Delaware G@mrporation Law, which restricts certain trangats and business combinati
between a corporation and an “interested stockiblde defined in Section 203) owning 15% or mofehe corporatiors outstanding votir
stock, for a period of three years from the dage dtockholder becomes an interested stockholddaje&uto certain exceptions, unless
transaction is approved by the board of directos the holders of at least tvibirds of our outstanding voting stock (excludifgses held
the interested stockholder), Section 203 prohifigmificant business transactions such as a mevier disposition of assets to, or receip
disproportionate financial benefits by the inteedsstockholder, or any other transaction that wdnkdease the interested stockholder’
proportionate ownership of any class or serieshef ¢orporatiors stock. The statutory ban does not apply if, uponsummation of tt
transaction in which any person becomes an intdestbckholder, the interested stockholder ownsast 85% of the outstanding voting st
of the corporation (excluding shares held by pesseho are both directors and officers or by ceréployee stock plans).

Transfer Agent and Registrar

American Stock Transfer is the transfer agent for our common stock. Theesldfor American Stock Transfer is 59 Maiden L
New York, NY 10038
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DISCLOSURE OF COMMISSION POSITION OF INDEMNIFICATIO N FOR
SECURITIES ACT LIABILITIES

Our certificate of incorporation provides that @lir directors, officers, employees and agents $twa#ntitled to be indemnified by
to the fullest extent permitted under the Delaw@emeral Corporation Law, provided that they acteddod faith and that they reasoned
conduct or action was in, or not opposed to, trst imgerest of our company.

Our Bylaws provide for indemnification of our oféics, directors and others who become a party tctian on our behalf by us to-
fullest extent not prohibited under the Delaware&al Corporation Law. Further, we maintain offieed director liability insurance.

Insofar as indemnification for liabilities arisingider the Securities Act may be permitted to ovedors, officers, and controlli
persons pursuant to the foregoing provisions, bemtise, we have been advised that in the opinfdhedSEC such indemnification is aga
public policy as expressed in the Securities Ad &) therefore, unenforceable. In the event thataan for indemnification against st
liabilities (other than the payment of expensesiired or paid by a director, officer or controllipgrson in a successful defense of any ac
suit or proceeding) is asserted by such direcficey or controlling person in connection with thecurities being registered, we will, unles
the opinion of our counsel the matter has beeredelty controlling precedent, submit to the courtappropriate jurisdiction the quest
whether such indemnification by it is against palgolicy as expressed in the Securities Act andbeilgoverned by the final adjudicatior
such issue.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATION

The following discussion of results of operationsd &inancial condition is based upon, and should rbad in conjunction with, o
consolidated financial statements and accompangotgs thereto included elsewhere herein.

Fiscal year ended March 31, 2006, as compared toettyear ended March 31, 2005.

We had overall revenues of $20.2 million for fis@8I06 as compared to $21.2 million for fiscal 208t trading gains declined to $1
million from $19.4 million during the prior fiscatear. However, the fourth quarter net trading gans6.9 million represented the t
quarterly results during the last two fiscal yeans,improvement from the $6.4 million generatedraythe first quarter of fiscal 2005 and
$3.45.0 million levels generated during the interveniquarterly periods. The nature of our businesias dur quarterly net trading gains
be subject to substantial volatility as a resuliarket conditions (prices and volume). Commissi@renues increased to $2.5 million fi
$1.6 million during the prior fiscal year. A hedfisnd execution team that was added during the seqaarter of fiscal 2005 was respons
for $0.8 million of the commission revenue increadewever, this team exited during the first quadgfiscal 2007 following the loss of
significant client and a recognition that primariw-margin business remained. Consistent with louginess plan, weg in the process
recruiting an established institutional sales granich would generate additional commission revenaéhough there can be no assuranct
we will be successful in attracting such a group.

Our cost structure consists of both variable costish as commissions and clearing charges, and firsts, such as salaries and re
(including payroll taxes and benefits), communizasi (quote, trading, order management and telecanwation services), occupancy (r
electricity, maintenance and real estate taxesjepstnal fees (attorneys and auditors), busineseldpment (travel, entertainment
advertising) and other operating costs. From a @msgtion perspective, roughly half of our employaessalaried, while most of our trac
and salesperson receive revenue-based commissiorepts.

Despite the decrease in overall revenues,tgoraéncome increased to $1.3 million from $0.7 ioill as expenses decreased by $1.5 mi
primarily as a result of a $1.6 million decreasedmmissions and clearing charges. Trader andpakesn commissions of $8.2 million (40.
of revenues) in the current fiscal year declinethpared to $9.5 million (45.1% of revenues) in th®mpfiscal year, primarily because f
employee shareholders are no longer compensatadcommissioned basis following the changeamtrol. Clearance charges of $1.1 mil
(5.6% of revenues) in the current fiscal year aeli compared to $1.4 million (6.6% of revenues)hia prior fiscal year, primarily due
ongoing negotiated rate reductions. Communicatmsts; which remained relatively steady at $4.6ianilin the current fiscal year, repres
order management, stock quotation and news seniicaddition to telecommunications and networkiogts.

Net income increased to $783,825 from $447,914ndutie prior year. Income taxes increased to $0689fbm $234,000, partially due to -

increase in préax income and partially due to the fact that Huda@s not a C corporation, and therefore was nojestito federal and st:
income taxes, for the first seven months of theb2stal year.
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Nine months ended December 31, 2006 compared to aimonths ended December 31, 2005

We had overall revenues of $15,454,887 for the nioaths ended December 31, 2006 as compared t68,205 for the nine months en:
December 31, 2005. Net trading gains increased 806%5,470 from $10,482,732 during the same pearidte prior year, partially due to
increase in trading and sales personnel.

Commission revenues for the nine months ended Disee81, 2006 decreased to $1,699,352 from $2,082]88ing the same period last y:
A hedge fund execution team that was added duhegfitst quarter of fiscal 2005 exited during theee months ended June 30, 2
generating negligible commission revenue duringrtime months ended December 31, 2006, followingldlse of a significant client anc
recognition that primarily lownargin business remained. Recently, we added netitutional sales personnel, whcih added incrent
commission revenues during the three months eneeébber 31, 2006.

Our cost structure consists of both variable costish as commissions and clearing charges, and firsts, such as salaries and re
(including payroll taxes and benefits), communizasi (quote, trading, order management and telecarnwation services), occupancy (r
electricity, maintenance and real estate taxesjepsional fees (attorneys and auditors), busines®ldpment (travel, entertainment
advertising) and other operating costs. From a @msgtion perspective, roughly half of our employaessalaried, while most of our trac
and salespersons receive revenue-based commissiarepts.

Pre-tax income increased to $110,055 for the ninaths ended December 31, 2006, from atpreloss of $365,842 for the nine months et
December 31, 2005. Currently, investments are beiade in infrastructure (technology and space) Wwiias increased our fixed cost b
but will enhance our future revenue generating cidypaThe incremental profits associated with theréase in the nine month revenues
greater that the increase in our fixed cost base.

Commissions and clearing charges of $6,734,99%%43f revenues) in the nine months ended DecembeP@6 compare to $5,830,(
(46.3% of revenues) in the nine months ended Deeer@b, 2005, declined as a percentage of revequsarily because four employ
shareholders were still compensated on a commisgidrasis during the three months ended June 3@, 20@r to the change-icentrol
Communication costs of $4,081,725 in the nine memhding December 31, 2006, increased as compar§d,885,101, primarily due
increased usage of ECN'’s, which results in tramsadiased charges. Salaries and related costs increa$2¢424,488 from $2,047,641 in
comparable nine months in the prior year, primadie to salaries paid to four employee shareholideran incremental three months dui
the current fiscal year, an increased IT commitmphits costs associated with temporary workerdeelgo our September 2006 headqua
move.

Net income increased to $8,184 for the nine moettted December 31, 2006, from a net loss of $303JG4ing the same quarter last ye
The income tax provision increased to $101,871 feooenefit of $52,302 during the comparable peldstiyear.
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Liquidity and Capital Resources
Working Capital

During the past nine months, our working capitair(ent assets less current liabilities) improved1d,662,737 at December 31, 2006 f
$6,305,309 at March 31, 2006, primarily as a resu#t recent private placement of common stockwaadants, with net proceeds $5,480,!
We have not declared and paid, nor do we expedeétare and pay in the intermediate future, anyddivds on our common stock. Curi
assets include unrestricted cash, receivable frookelpdealer (cash on deposit with our clearing brokemyketable securities and preg
income taxes. All liabilities, with the exceptiohdeferred taxes, are current liabilities.

We currently do not have any outstanding bank lvammgs or longterm debt. Our requirement for funding is, and Ve, driven by bol
working capital and regulatory net capital requiesnts associated with current operations, the emmaent of our technology, softwi
development, and by potential future expansion netated activities and possible acquisition opjities. See Note G to the consolid:
condensed financial statements for the period emszember 31, 2006, for additional details relatedegulatory net capital requireme
While our operations have been profitable duringheaf the last three fiscal years, any significaxpansion or acquisition opportunities r
still require additional subordinated debt or eglissuances in order to maintain the required kewéworking capital or net capital, despite
proceeds realized from the recent private placemEmere can be no assurance that we will be sutdessattracting such funding,
necessary.

Our new headguarters space was recently renovgtétetprevious occupants and will not require matexpenditures on our part, other t
certain telecommunications equipment which is bééaged over a two and a half year period with eggte payments totaling approxima
$250,000. Hudson Technologies Inc. (“HTil)ps formed as a Delaware corporation on May 22620@ was initially funded with $150,01
which was supplemented by an additional $400,003eguent to the recent private placement, in dimlecccommodate an initial expe
budget of approximately $25,000 per month. HTI dostill require additional funds during its developnt stage. The purpose of HTI it
perform software development and technology sesyioeth for the Company and for customers.

Our cash position only increased by $434,024 tc0$9713 during the nine months ended December 316,24fter decreasing by $121,18¢
$173,916 during the nine months ended Decembe2®15. However, it should be noted that the $8,28¥ #nd $4,866,550 receivable fr
broker-dealer balances at December 31, 2006 andhMiat, 2006, respectively, represents additionatifuon deposit with the Company’
clearing broker. A portion of these funds are regplito be on deposit in order to meet regulatoguirements.

Operating Activities

Net cash used by operating activities was $4,48d8ing the nine months ended December 31, 200®agly as a result of a $3,371,(
increase in the receivable from brolkd=aler balances and a $1,050,218 change from ami¢ax payable to an income tax receivable
cash provided by operating activities was $50,32%d the nine months ended December 31, 2005.

Investing Activitie:

Net cash used by investing activities was $56683dng the nine months ended December 31, 2006.ufhge of cash included $188,
associated with the development of capitalized wani, $153,034 associated with the purchase ofitiwen equipment and leaseh
improvements, plus $225,000 associated with annzatically renewable, fourteen month time depositjci collateralizes an outstand
letter of credit deposited with our new Jersey OMgw Jersey landlord as security. Net cash usé@uvasting activities during the nine mor
ended December 31, 2005 was $171,515, which waglgnelated to the purchase of furniture, equiptrend leasehold improvements.
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Financing Activities

Net cash provided by financing activities was $8,887 during the nine months ended December 316.2D@is represents the proceeds,
issuance costs, from our recent private placengs#. Note E[1] in the notes to the consolidated ensed financial statements for the pe
ended December 31, 2006 for additional detailgedlto the private placement.

Contractual Obligations

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

Payments due in

For the years ended December 31, 2007 2008-2009 2010-2011 Thereafter Total

Non-cancelable leases 749,00( 931,00( 1,028,001 376,00( 3,084,00!

Employment agreements 150,00( 137,50( 0 0 287,50(
899,00( 1,068,501 1,028,001 376,00( 3,371,501

OFF BALANCE SHEET ARRANGEMENTS

On April 20, 2006, a financial institution issued@eyear, automatically renewable, irrevocable $225 &iaddby letter of credit, on our beh

to the landlord associated with our new office éeas a security deposit. The Company is obligateddintain the letter of credit until sixty

days after the August 30, 2012 expiration of tleesée The Company deposited $225,000 with the finhimstitution in the form of an
automatically renewable fourteen month time depasibrder to collateralize the letter of credis &f September 30, 2006, we had no other off-
balance sheet arrangements, as defined in Itenc§2B6f SEC Regulation S-B.

Critical Accounting Policies

Hudson Holding Corporatiogs’ significant accounting policies, including thes@sptions and judgments underlying them, are maly
described in our “Notes to Consolidated Financi@t&nents”in the financial statements included herein. Someur accounting policie
require the application of significant judgment iognagement in the preparation of the consoliddtexh€ial statements, and as a result,
are subject to a greater degree of uncertaintgpplying these policies, management uses its judgtoedetermine the appropriate assump
to be used in calculating estimates that affectréiperted amounts of assets, liabilities, reveramsexpenses. Management bases its esti
and assumptions on historical experience and omusrother factors that are believed to be readenafder the circumstances. Hud
Holding Corporation has identified certain of itscaunting policies as being most important to anmsolidated financial condition and res
of operations and which require management to nitakeaost difficult and subjective judgments, oftena result of the need to make estin
of matters that are inherently uncertain. Hudsofdidg Corporation’s critical accounting policiexinde the following:
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Basis of presentatio

The Company's historical balances of common stockaalditional paida capital were adjusted retroactively to give effo the shares isstL
in connection with the May 3, 2005 reverse menggiile the historical retained earnings is beingiedrforward.

Securities transactions

The Company records transactions in securitiestamdelated revenue and expenses on a trade-date ba

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

Securities which do not have a readily ascertamatdrket value are valued at their estimated flinesras determined by management.

Goodwill

The Company accounts for its goodwill in accordamdth Statement of Financial Accounting Standards. N2, "Goodwill and Oth
Intangible Assets” ("SFAS No. 142"). The goodwillthe Companyg financial statements represents the excess afuthe 30, 2004 purche
price as compared to managemerassessment of the fair value of the net assethgsed. Under SFAS No. 142, goodwill is not subje
amortization, but rather an assessment, at leastadly, of impairment is performed by applying ar faalue based test. As a result of
assessments, the Company has determined that Indnspairment needs to be recognized to date.

Income taxe

The Company accounts for income taxes in accordavitte the provisions of Statement of Financial Agobng Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEAlo. 109 requires that the Company recognize deafdaax liabilities and assets for
expected future tax consequences of events that leen included in the financial statements oréaxrns. Under this method, deferred
liabilities and assets are determined on the hzfsike difference between the tax basis of liab#itand assets and their respective fina
reporting amounts (“temporary differences") at ¢éeddax rates in effect for the years in which temporary differences are expecte
reverse. The Company records an estimated valualiowance on its deferred income tax assetsiéf fitot more than likely that these defe
income tax assets will be realized.

Prior to November 1, 2005, Hudson was taxed ungemptovisions of Subchapter "S" of the Internal &awe Service Code ("Code") and
appropriate sections of the New Jersey CorporaténBas Tax Law. Under those provisions, Hudsomdidhay federal corporate income te
on its taxable income and paid New Jersey corpdmatame taxes at a reduced rate. The stockholders liable for individual federal and st
income taxes on their respective share of the Cagipsaxable income.

Recent Accounting Pronouncements

In July 2006, the FASB issued FASB Interpret@tiNo. 48, "Accounting for Uncertainty in Incomaxes -an interpretation of FAS
Statement No. 109" ("FIN 48"), which clarifiesettaccounting for uncertainty in tax positionshis Interpretation requires that
Company recognize inits financial statement® impact of a tax position, if that position ni®re likely than not of being sustained
audit, based on the technical merits of plsition. The provisions of FIN 48 are effectiveed the beginning of the Company's 2008 fi
year, with the cumulative effect of the changednaunting principle recorded as an adjustment enom retained earnings. Adoption of |
48 is not expected to have a material impact orCihrpany's consolidated financial position, resoitsperations or cash flows.

35




In September 2006, the FASB issued Statement @fn€ial Accounting Standard No. 157, “Fair Value Bl@@ments” (“SFAS 157" which
defines fair value, establishes a framework for sneag fair value in generally accepted accounfingciples, and expands disclosures a
fair value measurements. Adoption is requiredffecal years beginning after November 15, 2007, imerim periods within those fisc
years. Early adoption of SFAS 157 is encourag@doption of SFAS 157 is not expected to have a ri@témpact on the Compan
consolidated financial position, results of opemasi or cash flows.

In February, 2007, the FASB issued Statement adriéial Accounting Standard No. 159 "The Fair Valion for Financial Assets and
Financial Liabilities” (“SFAS 159”), which permintities to choose to measure many financial assetsinancial liabilities at fair value.
Unrealized gains and losses on items for whictadhesalue option has been elected are reporteinings. SFAS 159 is effective for fiscal
years beginning after November 15, 2007. The Compas not yet determined the impact SFAS 159 mag ba our results of operations
financial position.

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MA TTERS
Market for Common Equity
Our common stock has been listed and quoted o@Tr& Bulletin Board under the symbdiDHL.OB since September 5, 2005,
prior to that date, our common stock traded untlergymbol “HOMI”. All prices reflected herein habeen adjusted to reflect the 1-for-
reverse split of our common stock that was effecte@eptember 6, 2005. We estimate that we havexippately 280 holders of record of «

common stock as of December 31, 2006.

The following table sets forth the high and lowesaprices for our common stock for the fiscal yegrded March 31, 2005 and 2006 and fo
three quarters ended December 31, 2006, as refdoyrtiéd OTC Bulletin Board:

High Low

Fiscal Year 2005

First Quarter $ 057 $ 0.32
Second Quarter 0.4C 0.2¢
Third Quarter 2.8¢ 0.4C
Fourth Quarter 3.1z 1.2C
Fiscal Year 2006

First Quarter $ 200 $ 0.9¢
Second Quarter 1.44 0.9C
Third Quarter 1.0¢ 0.51
Fourth Quarter 1.7t 0.5:
Fiscal Year 2007

First Quarter $ 20C $ 1.4¢€
Second Quarter 1.6C 0.9:
Third Quarter 1.0C 0.7C
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The high and low sales price as reported on the 8tietin Board on March 1, 2007 was $0.80.

We have not declared or paid any cash dividendsuomommon stock and do not anticipate declaringaging any cash dividends in the

foreseeable future. We currently expect to retafnre earnings, if any, for the development of lusiness. Dividends may be paid on our
common stock only if and when declared by our badrdirectors.

No prediction can be made as to the effect, if dngt future sales of shares of our common stodkeravailability of our commc
stock for future sale will have on the market prafeour common stock prevailing from time-ime. Sales of substantial amounts of
common stock in the public market could adverséfgcathe prevailing market price of our commoncéto

EQUITY COMPENSATION PLAN INFORMATION

Securities Authorized for Issuance under Equity Corpensation Plans

Number of securities
remaining available
for future issuance

Number of Securities under equity
to be issued upon Weighted-average compensation plans
exercise of outstandil exercise price of (excluding securities
options, warrants and  outstanding options, reflected in column
rights warrants and rights (@)
(@) (b) (€)
Equity compensation plans approved by securityédrsid 820,00 $ 1.0€ 1,180,001
Equity compensation plans not approved by sechutgiers - - -
Total 820,000 $ 1.0¢ 1,180,001

The table above reflects the status of the Comsaeytity compensation plans as of December 31, 2006
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EXECUTIVE COMPENSATION
The following Summary Compensation Table sets fddhthe years indicated, all cash compensatiad, ghstributed or accrued for servic
including salary and bonus amounts, rendered ircagdacities by our chief executive officer and @ter executive officers (theNamec

Executive Officers”) who received or are entitled¢ceive remuneration in excess of $100,000 dutiagtated periods.

Summary Compensation Table [1]

Long-Term
Compensation
Annual Compensation Awards Payouts
Fiscal Securities
Year Underlying LTIP All Other
MEndIangl Salary Bonus g:;oni/ Payouts Compensation

Name and Principal Positic aren s, $) $) s () (%) (%)
Martin C. Cunningham, 2006 180,000 — — — —
Chairman and 2005 60,000 — — — —
Chief Executive Officer
Keith R. Knox, 2006 180,000 — — — —
President and Secretary 2005 60,000 — — — —
Mark Leventhal, 2006 180,000 — — — —
Executive Vice President 2005 60,000 — — — —

Note: Michael Picone, the Comparsyformer Chief Financial Officer, joined and leffitet Company during the fiscal year ended Marcl
2006, earning an aggregate salary of $116,667 gltnistenure.

[1] The table above reflects compensation for the atiegecutive officers, during their term as exeaifficers, which is from June !
2004.

Director Compensation

Directors were not compensated for their servicenduthe fiscal year ended March 31, 2006. On Audis 2006, the board
directors resolved that compensation for each efitldependent directors for the ensuing year waelds600 per month, plus immedial
vested five -year options to purchase 10,000 shafrélse Companyg common stock with an exercise price equal tontleket price of tr
Company’s common stock on the August 15, 2006 giatd.

Employment Agreements

The Compensation Committee of our board of directtave approved the terms of each of the employmagmements descrik
below. As of January 1, 2007, we entered into thpleyment agreements described below with eachefdllowing persons.
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Martin Cunningham as our Chief Executive Officer. The agreement giegifor an initial term of five years, an annudhsato Mr.
Cunningham of $200,000 and an annual bonus basadfamula of 5% of the firng net profits before taxes, payable quarterly, joled tha
net profits in such fiscal quarter is equal to xceeds $1,200,000. Our board of directors may &s=eéhe amount of the bonus. The agree
also provides for the executigeability to participate in our health insurancegram and a car allowance of $1,000 per monthhérevent thi
Mr. Cunninghams employment is terminated, other than with goagseahe will receive any bonus payment due thrdugltermination dat
all remaining salary payments, plus certain heakhrance benefits.

Keith Knox as our President. The agreement provides for #inlitérm of five years, an annual salary to Mr.axrof $200,000 and i
annual bonus, based on a formula of 4% of the ime@t profits before taxes, payable quarterly, jole that net profits in such fiscal quarte
equal to or exceeds $1,200,000. Our board of direahay increase the amount of the bonus. The agnetealso provides for the executise’
ability to participate in our health insurance pag and a car allowance of $1,000 per month. Inethent that Mr. Knoxs employment
terminated other than with good cause, he will ikecany bonus payment due through his terminatete,dall remaining salary payments, |
certain health insurance benefits.

FINANCIAL STATEMENTS
See Financial Statements beginning on Page F-1.
LEGAL MATTERS
The law firm of Ellenoff, Grossman & Schole LLP,déw York, New York, is passing on the validityafr common stock.
EXPERTS

The financial statements as of March 31, 2006 andhie years ended March 31, 2006 and 2005 inclirdéus prospectus have bt
audited by Eisner LLP. as an independent registptddic accounting firm, to the extent and for theziods indicated in their report there
Such financial statements have been included sghospectus and the registration statement oftwthiis prospectus forms in reliance u
the report of Eisner LLP and upon the authoritgaifi firm as experts in auditing and accounting.

AVAILABLE INFORMATION

We file annual, quarterly and special reports, pretatements and other information with the Seiesiand Exchange Commissi
You may read and copy any document we file at tam@ission’s public reference rooms_at 450 Fiftle&trN.W., Washington, D.C. 2054
You may obtain information on the operation of Eheblic Reference Room by calling the SEC at 1-8BG-8330. We also make available {
of charge our annual, quarterly and current repgntsxy statements and other information upon regjuEo request such materials, ple
contactMr. Keith Knox at Hudson Holding Corp, 111 Town Square Place, Suite500A, Jersey City, New Jersey 07310Additionally,
please note that we file our SEC reports electadlyic The SEC maintains an Internet site that dostaeports, proxy and informati
statements, and other information regarding isstieas file electronically with the SEC at http://wmsec.gov. Our Internet addres:
http://www.hhc.bz. Our website and the informatemmtained therein or connected thereto are notjrozated into this prospectus.
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We have filed with the Commission a registratiostesnent (which contains this prospectus) on Forr2SBider the Securities /
relating to the common stock being offered pursuarthis prospectus. This prospectus does not poathof the information set forth in t
registration statement and the exhibits and sclesdil the registration statement. Please refdigadgistration statement and its exhibits
schedules for further information with respect toand the common stock. Statements contained snptioispectus as to the contents of
contract or other document are not necessarily éetmpand, in each instance, we refer you to the aphat contract or document filed as
exhibit to the registration statement. You may raad obtain a copy of the registration statemedtinexhibits and schedules from the SEC.

[remainder of page intentionally left blank]
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Hudson Holding Corporation

We have audited the consolidated statement of ¢iahnondition of Hudson Holding Corporation andsidiary (the "Company") as of March
31, 2006 and the related consolidated statemempearhtions, changes in stockholders' equity ast laws for the years ended March 31,
2006 and 2005. These financial statements areeponsibility of the Company's management. Ourarsipility is to express an opinion on
these financial statements based on our audits.

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

In our opinion, the financial statements referredlbove present fairly, in all material respedts, ¢onsolidated financial position of Hudson
Holding Corporation and subsidiary as of March&106, and the consolidated results of their opgmatand cash flows for the years ended
March 31, 2006 and 2005, in conformity with accaugniprinciples generally accepted in the Unitedeitaf America.

Eisner LLP

New York, New York
June 22, 2006
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HUDSON HOLDING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2006

ASSETS
Cash $ 476,54¢
Receivable from broker-dealer 4,866,55I
Securities owned 3,735,39
Furniture, equipment and leasehold improvements, ne 175,56
Deferred taxes 123,00(
Other assets 377,63l
Goodwill 1,111,217
$__ 1086586
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased $ 418,58t
Commissions payable 1,194,14.
Accrued expenses and other liabilities 578,92.
Income taxes payable 581,53
Total liabilities 2.773,18
Commitments and contingencies (Notes | and K)
Stockholders' equity:
Preferred stock, $.001 par value, 1,000,000 shargw®rized,

none issued -
Common stock, $.001 par value, 100,000,000 shartee@zed,

27,149,860 shares issued and outstanding 27,15(
Additional paid-in capital 6,672,76.
Retained earnings 1,392,77.

Total stockholders' equity 8,092,68;

$ 1086586

See notes to consolidated financial statements




HUDSON HOLDING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:
Trading gains, net
Commissions
Interest and other income

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

Income before income taxes
Provision for income taxes

Net income

Earnings per share - basic
Earnings per share - diluted

Weighted average number of shares outstandinge bas

Weighted average number of shares outstandingtedil

Supplemental pro forma data (Note B[10]) (unauditedt
Income before income taxes as reported above
Pro forma provision for income taxes

Pro forma net income

Pro forma earnings per share - basic
Pro forma earnings per share - diluted

Year Ended March 31,

2006 2005
17,621,67 $ 19,412,00
2,539,73 1,646,68!
66,23¢ 103,68
20,227,64 21,162,38
2,746,98 2,805,671
9,327,59i 10,939,86
4,584,85! 4,423,79
522,77 563,08:
551,84 569,23.
390,38 383,84¢
850,37 794,96°
18,974,82 20,480,46
1,252,82! 681,91
469,00( 234,00(
783,821 $ 447,91
0.0¢/ $ 0.0z
0.0¢ $ 0.0z
21,910,06 18,332,66
22,153,11 18,629,87
$ 681,91
383,00(
$ 298,91
$ 0.0z
$ 0.0z



See notes to consolidated financial statements




HUDSON HOLDING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Additional
Common Stock Paid-in Retained
Shares Amount Capital Earnings Total

Balance - March 31, 2004 17,629,33 $ 17,62¢ $ 2,256,81- $ 6,389,86 $ 8,664,31!
100% change in ownership interest

pushed down - - 1,111,127 - 1,111,217
Sale of common stock 1,704,74! 1,70¢ 1,303,74! - 1,305,45I
Warrants issued to consultants at fair

value - - 8,83¢ - 8,83¢
Distributions to stockholders - - - (6,228,83)  (6,228,83)
Net income - - - 447,91« 447 ,91:
Balance - March 31, 2005 19,334,08 19,33« 4,680,57 608,94¢ 5,308,85
Shares deemed issued in connection
with Health Outcomes Management,
Inc. merger 1,233,99: 1,23¢ (1,239 - -
Sale of common stock 6,581,78 6,582 1,993,41: - 2,000,001
Net income - - - 783,82! 783,82!
Balance - March 31, 2006 27,149,86 $ 27,15( $ 6,672,76. $ 1,392,77. $ 8,092,68;

See notes to consolidated financial statements
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HUDSON HOLDING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:
Depreciation and amortization

Warrants used to compensate consultants
Commission receivable reserve provision
Bad debt reserve provision

Deferred rent

Changes in:
Receivable from broker-dealer
Securities owned
Commission receivable
Other assets
Securities sold, but not yet purchased
Commissions payable
Accrued expenses and other liabilities

Income taxes payable
Deferred taxes

Net cash (used in) provided by operating activities

Cash flows from investing activities:
Purchase of furniture, equipment and leaseholdorgments

Cash flows from financing activities:
Proceeds from the sale of common stock
Distributions to stockholders

Net cash provided by (used in) financing activities

Net increase (decrease) in cash
Cash - beginning of year

Cash - end of year

Supplemental disclosures of cash flow information:
Cash paid during the year for:
Income taxes

Non-cash investing and financing activities:
100% change in ownership interest pushed down

Year Ended March 31,

2006 2005
783,82 $ 447,91
145,21 98,34’

- 8,83¢
112,52; -
25,00 -
(15,96() 46,37:

(2,143,14) 6,210,27;
(679,70) 649,80
30,45’ (142,979
(238,91) 8,28:
(225,749 (810,10
286,96 (1,519,54)
(144,67 (311,549
559,11 (5,58¢)
(142,00() 19,00(

(1,647,03) 4,699,07(
(171,51} (58,45:)
2,000,001 1,305,45!

- (6,228,83)

2,000,001 (4,923,38)
181,44° (282,76)
295,10; 577,86
476,54¢ $ 295,10:
57,057 $ 206,80

- $ 111117




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

The consolidated financial statements include ttomants of Hudson Holding Corporation ("Holdingd)holding company, and its wholly
owned subsidiary Hudson Securities, Inc. ("Hudsofedllectively the "Company"). Hudson (formerly & Securities Corp. ("Wien")) is a
registered broker-dealer under the Securities Engh#\ct of 1934 and is a member of the National&idion of Securities Dealers, Inc. (the
"NASD"). Hudson is a market maker specializing iovpding liquidity in less liquid, difficult to trde stocks. Hudson is an introducing broker
and clears all transactions through a clearingroegdion on a fully disclosed basis. Accordinglyyds$on is exempt from rule 15c¢3-3 of the
Securities Exchange Act of 1934. The Company hfisesfin New Jersey and Florida.

In January 2003, the stockholders of Wien entemtalan agreement whereby they granted certain ngployees (the "Trading Group") an
option to acquire 51% of the outstanding sharé&/i@ih's common stock ("51% Option") from Wien's &toalders. Upon the exercise of the
51% Option, the Trading Group would be entitleghtmchase the remaining outstanding shares of Ween'snon stock within six months,
pending NASD approval of the transfer of Wien's aoon stock. The agreement included employment téomf®ur of Wien's stockholders fi
periods ranging from 1 to 2.5 years.

In May 2004 the Wien stockholders and the Tradingup amended the agreement, which changed the Fit#énQo a 100% option. The
agreement, as amended, provided that upon theise@fcthe 100% option, the exercise price andehgaining purchase price of the shares of
common stock of Wien to be paid by the Trading @rawuld be calculated based on a formula of bodkeraNien received NASD approval
for this transaction and on June 30, 2005 the Tiga@iroup consummated the purchase of all of thetanding shares of Wien's common stock
for a purchase price of approximately $7,136,06@dnjunction with this 100% change in ownership filrmer stockholders took a
distribution of approximately $1,580,000 and reeeiall of the proceeds of the purchase price. fdrestction was treated for accounting
purposes as a purchase of Wien. As a result, Véeorded goodwill of approximately $1,111,000, whiepresents the excess of the purchase
price over the estimated fair value of the assegsiiged and liabilities assumed. Subsequently,uby21, 2004 Wien formed a wholly owned
subsidiary named Hudson Capital Markets, Inc. ("HGMvhich was organized in the state of Delawd€MI was authorized to issue
30,000,000 shares of common stock with a par valli$001 per share. On July 31, 2004, Wien was ateigto HCMI, with HCMI becoming
the survivor ("HCMI Merger") and the name was cheohgp Hudson Securities, Inc. In connection wits therger, the stockholders of Wien
received 83,333.33 shares of Hudson for each sfidhéen owned. Wien's historical capital accounterawretroactively adjusted to reflect the
equivalent number of shares issued by HCMI in tiéH Merger while Wien's historical retained earrsngas carried forward. Prior to
November 1, 2004, Hudson elected treatment as eh@pber S corporation for federal and New Jersegnre tax purposes. Effecti

November 1, 2004, the Company is being treated@sarporation

In December 2004, Hudson entered into an AgreearehPlan of Merger (the "Agreement") with Healtht€@umes Management, Inc.
("HOM"), a non-operating public company. On May2B805, under the terms of the Agreement, HudsootkBblders exchanged all
10,967,000 shares of their common stock for 19(E#post reverse-split shares of HOM common stacll,Hudson's warrantholders
exchanged 998,667 of their Hudson warrants witexarcise price of $1.85 for 1,760,590 post revepig-warrants to purchase HOM
common stock at $1.0494 per share (the "Exchangg§.HOM shares that were issued represented 9490M's outstanding interest at the
time of this exchange. In connection with the Iefigain of this transaction, Hudson became a wholyed subsidiary of HOM. On September
6, 2005, HOM changed its name to Hudson Holdingo@iation and effectuated a one for eight reversekssplit for all stockholders of record
as of the close of business on June 13, 2005.iamdial reporting purposes, the Exchange represenépital transaction of Hudson or a
"reverse merger" rather than a business combinafiocordingly, the number of shares issued andtandéng and additional paid-in capital of
Holding has been retroactively adjusted to refteetequivalent number of shares issued by HOM, posareverse-split basis, in the Exchange
while Hudson's historical retained earnings is deiarried forward. All costs attributable to theeese merger were expensed. Further, all per
share amounts and number of common stock shaohgding those obtainable on the exercise of wastantthese consolidated financial
statements and notes thereto have been reflectagost reverse-split basis.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
[1] Securities transactions:

Hudson records transactions in securities anddia¢ed revenue and expenses on a trade-date Basigities owned and securities sold, but
not yet purchased, are stated at market valuetivitiiesulting unrealized gains and losses refleéotéhding gains, net. Securities which do
have a readily ascertainable market value are datéheir estimated fair value as determined bpagament. Because of the inherent
uncertainty of valuation, the management determiuaddes may differ significantly from values thavuid have been used had a ready market
for these securities existed and the differencefddoe material.

[2] Income taxes:

The Company accounts for income taxes in accordaitbethe provisions of Statement of Financial Agoting Standards No. 109,
"Accounting for Income Taxes" ("SFAS No. 109"). SEAlo. 109 requires that the Company recognize aefdax liabilities and assets for the
expected future tax consequences of events thatleen included in the financial statements orexrns. Under this method, deferred tax
liabilities and assets are determined on the leddtse difference between the tax basis of liak#itand assets and their respective financial
reporting amounts ("temporary differences") at éed¢ax rates in effect for the years in whichtdmaporary differences are expected to
reverse. The Company records an estimated valuallimwance on its deferred income tax assetdsfribt more than likely that these deferred
income tax assets will be realized.

Prior to November 1, 2004, Hudson was taxed urfteeptovisions of Subchapter "S" of the Internal &awe Service Code ("Code") and the
appropriate sections of the New Jersey CorporaggnBas Tax Law. Under those provisions, Hudsomdidbay federal corporate income ta
on its taxable income and paid New Jersey corpdmateme taxes at a reduced rate. The stockholders liable for individual federal and st
income taxes on their respective share of Hudsar&ble income.

[3] Furniture, equipment and depreciation:

Furniture and equipment are recorded at cost. R&iien is computed using the straight-line metbedr the estimated useful life of the
related asset.

[4] Use of estimates:

The preparation of financial statements in conftymiith accounting principles generally acceptethi@ United States of America requires
management to make estimates and assumptiondfiwztttae reported amount of assets and liabilitied disclosure of contingent assets and
liabilities at the date of the financial statemesmsl the reported amount of revenues and expensiesg dhe reporting period. The most
significant assumptions concern determining theviaiue of assets and the valuation of goodwilltuat results could differ from those
estimates.

[5] Cash:

For purposes of the statements of cash flows, tmapgany considers all highly liquid investments pa®ed with an original maturity of three

months or less to be a cash equivalent.
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[6] Concentrations of credit risk:

Hudson is engaged in trading on a principal andg@ncy basis with and for primarily other secusitieoker-dealers and institutional investors
such as mutual funds, hedge funds, banks and simikinesses. Counterparties to Hudson's busicésgias include broker-dealers and
clearing organizations, and can include banks #nerrdinancial institutions. Hudson uses one cleahiroker to process transactions and
maintain customer accounts. The clearing brokesredd credit to Hudson's clientele which is sectiyedash and securities in the clients'
account. Hudson's exposure to credit risk assatiaith the non-performance by its customers andhparties in fulfilling their contractual
obligations can be directly impacted by volatildalliquid trading markets, which may impair the l#tlyi of customers and counterparties to
satisfy their obligations to Hudson. Additionalljudson has agreed to indemnify the clearing brékelosses it incurs while extending credit
to Hudson's clients. Amounts due from customersdhaconsidered uncollectible are charged bat¢kuason by the clearing broker when s
amounts become determinable.

In the normal course of business, Hudson enteostiahsactions in various derivative instrumentsfading purposes. These transactions
include securities sold short, but not yet purcaaed option and warrant contracts.

Securities sold short, but not yet purchased, sgreobligations of Hudson to deliver the undedysecurities sold; and option and warrant
contracts written represent obligations of Hudsopurchase or deliver the specified security atth@racted price. Hudson's ultimate
obligation on such instruments may exceed the atma@gognized in the statement of financial conditidudson monitors its positions
continuously to reduce the risk of the potentiakldue to changes in market value or failure ohtaxparties to perform.

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

[7] Goodwill:

The Company accounts for its goodwill in accordanith Statement of Financial Accounting Standards N2, "Goodwill and Other
Intangible Assets" ("SFAS No. 142"). Under SFAS W42, goodwill is not subject to amortization, bather an assessment of impairment, at
least annually, by applying a fair value based testa result of its assessment, the Company hasndi@ed no such impairment needs to be
recognized during the year ended March 31, 2006.

[8] Commissions receivable reserve:

Commissions receivable represent cumulative drandbanefits provided to traders and salespersoasdess of cumulative commissions
earned. The Company expected to collect theseviades from future earned commissions. The Comgatgblishes reserves as an offset to
the receivable balance on the basis of historioiéctions and estimates of future collections.oAtarch 31, 2006, the Company had
$112,521 of commissions receivable offset by arvesef the same amount.

[9] Supplemental pro forma data:

The objective of the pro forma results of operatidata is to show what the significant effectstanttistorical financial information would he
been had Hudson not been an S corporation for irdempurposes. For the year ended March 31, 288%ro forma amount reflects an
additional provision for income taxes computedfalse Company had been subject to federal and &taés during the period April 1, 2004

through October 31, 2004.
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[10] Earnings per share:

Basic earnings per share ("EPS") has been caldutgtelividing net income by the weighted averagaras of common stock outstanding
during the year. Diluted EPS reflects the potemgduction in EPS, using the treasury stock methadflect the impact of common share
equivalents if dilutive securities such as stoctias or warrants were exercised or convertedéontomon stock.

The following is a reconciliation of the numeratarsd denominators of the basic and diluted earrpegshare computations for the years
ended March 31, 2006 and 2005:

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income and sharused in basic calculation $ 783,82! 21,910,06 $ 447,91 18,332,66
Effect of dilutive securities - warrants 243,05: 297,21!
Net income and shares used in diluted calculz 22,153,11 18,629,87
$
Earnings per share - basic 0.0 $ 0.0z
$
Earnings per share - diluted 0.0 $ 0.0z

[11] Reclassifications:
Certain fiscal 2005 amounts have been reclassifi@dnform with the fiscal 2006 presentation.
[12] Future impact of recently issued accountirandards:

In December 2004, the Financial Accounting Stansl&ualard (the "FASB") issued Statement of Finan&@dounting Standards No. 123
(revised 2004), ShariBased Payment, ("SFAS 123(R)") which replaces SEABand supersedes APB Opinion No. 25. Under theigions o
SFAS 123(R), companies are required to measuredteof employee services received in exchangari@ward of equity instruments based
on the grant-date fair value of the award (withitéd exceptions). That cost will be recognized dhwerperiod during which an employee is
required to provide service in exchange for therdwasually the vesting period. The statementfiscéifze as of the beginning of the first
annual reporting period that begins after June@0B5 and accordingly will be adopted by the Comparthe first quarter of fiscal year 2007.
SFAS 123(R) requires that compensation expensedognized for the unvested portions of existingasyst granted prior to its effective date
adoption and the cost of options granted to emgsydter the effective date based on the fair vafuke stock options at grant date. The
impact of adoption of SFAS 123(R) cannot be predict this time because it will depend on the Ewélshare-based payments granted in the
future.

In May 2005, the FASB issued SFAS No. 154, "AccoygnChanges and Error Corrections, - a replacemeAPB Opinion No. 20 and FASB
Statement No. 3". This Statement establishes, siiasracticable, retrospective application as #gired method for reporting a change in
accounting principle in the absence of explicihgiion requirements specific to the newly adoedounting principle. The provisions of this
Statement are effective for accounting changescangctions of errors made in fiscal years begigrifier December 15, 2005. Early adoption
is permitted for accounting changes and correctiresrors made in fiscal years beginning afterdage this Statement is issued. The Com|
does not believe that the adoption of this Statermepril 1, 2006 will have a material impact dretCompany's financial position or result
operation.
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NOTE C - RECEIVABLE FROM CLEARING BROKER

At March 31, 2006, the receivable from clearingkeroamount in the statement of financial conditiepresents 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 yetlased, at March 31, 2006 consisted entirelyarketable equity securities.
NOTE E - FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVE MENTS

Furniture, equipment and leasehold improvementsammarized as follows:

March 31,
2006
Furniture and equipment $ 1,967,37.
Leasehold improvements 45,53¢
Gross 2,012,91.
Accumulated depreciation and amortization (1,837,34)

Net $ 175,56
Depreciation and amortization expense totaled £t14band 98,347 for the years ended March 31, 2068805, respectively.
NOTE F - STOCKHOLDERS' EQUITY
[1] Private placement:

In October and November 2004, the Company raisg®0%$1450 through the sale of 483.5 units in a peiygacement. Each unit was sold for
$2,700 and consisted of 3,526 shares of commok siud a five-year redeemable warrant, which expré@909, to purchase 3,526 shares of
the Company's common stock at an exercise prigd 6494 per share.

[2] Warrants:

In December of 2004, the Company issued 55,826y redeemable warrants to consultants for ses\it connection with the Company's
corporate structure. The consulting warrants aegasable into common stock at a price of $1.0484share and expire in 2009. The warrants,
which vested immediately, resulted in a charge88%9 based on the fair value of the warrants (pelfBvarrant). The fair value of these
warrants was estimated using the Black-Scholesngrimodel with the following assumptions: intereste of 3.27%, dividend yield of 0%,
volatility factor of .70 and an average expectéal dif three years.

The warrants sold in the private placement anattimsulting warrants may be redeemed by the Comat#iyd1 per redeemable warrant, upon
not less than thirty days written notice, if theemge of the closing sale price of the common si®ek least $2.10 for a period of 20
consecutive days ending on the third day prioheodate of the notice of redemption. Any right xereise the warrant expires on the business
day immediately preceding the date of redemption.
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A summary of the Company's warrants and relateatimdtion for the years ended March 31, 2006 and 20@s follows:

Weighted Averag

Number of

Warrants Exercise Price
Outstanding at April 1, 2004 -- -
Granted 1,760,591 $ 1.049¢
Exercised - -
Outstanding at March 31, 2005 1,760,590 $ 1.049¢
Granted -- --
Exercised - -
Outstanding at March 31, 2006 1,760,591 $ 1.049¢
Weighted average remaining months

of contractual life at March 31, 2006 44

[3] Stock option plan

On July 26, 2005, the stockholders approved a stptibn plan (the "2005 Plan™), which provides fioe granting of options to purchase up to
an aggregate of 2,000,000 shares of common stockyuant to which employees, consultants, indepearaeriractors, officers and directors
eligible to receive incentive and/or nonqualifiegdck options. Options granted under the 2005 Ptaregercisable for a period of up to 10 ye
from the date of grant at an exercise price whschat less than the fair value on the date of gextept that the exercise price of options
granted to a stockholder owning more than 10% efothitstanding capital stock shall in no event e than 110% of the fair market value of
the stock covered by the option at the time théaops granted and shall not be exercisable mans flve years after date of grant. Options
issued under the 2005 Plan will typically vest oeigher a three or four year period from the anrsiaey date of the grant. No options were
granted during the year ended March 31, 2006.

[4] Sale of stock

On January 10, 2006, the Company sold 6,581,78#slud its common stock (the "Securities") for §)M00. There were no underwriting
discounts or commissions paid in connection withghle of the Securities.

NOTE G - INCOME TAXES
The Company files a federal income tax return, Whidl be on a consolidated basis with its whatlymned subsidiary for the year ended Mz
31, 2006, as well as state income tax returnsiiraicejurisdictions. Commencing November 1, 2004dbbn elected to be taxed as a C

corporation. Therefore, the tax provision for tleayended March 31, 2005 excluded taxes on incomé&é period April 1, 2005 through
October 31, 2004.
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The provision (benefit) for taxes consists of tbkofwving:

Actual Pro Forma
2006 2005 2005
(unaudited)
Federal:
Current $ 558,50( $ 184,000 $ 312,00(
Deferred (121,500 16,00( 52,00(
State and local:
Current 52,50( 31,00( 16,00(
Deferred (20,500 3,00( 3,00(
469,000 $ 234,000 $ 383,00(

For the years ended March 31, 2006 and 2005, theotad tax expense based on the statutory raz@mciled with actual tax expense
follows:

Actual Pro Forma
2006 2005 2005
(unaudited)
Expected tax expense 34.0C% 34.00% 34 .0C%
Non-taxable S corporation income —% (11.05% —%
State income tax net of federahcome tax effect 2 .55% 4 57% 7 .67%
Non-deductible items 4 5% 4 .61% 14 .3C%
Other (3.71)% 2.18% 0.2C%
Actual tax expense 37 .44% 34.31% 56.17%
The principal components of the net deferred taetaat March 31, 2006 are as follows:
March 31,
2006
Deferred tax assets
State net operating loss carryforward $ 46,00(
Reserve for commissions receivable and bat de 55,00(
Deferred rent 12,00(
Excess of tax over book basis of fixed assets 56,00(
Total gross deferred tax assets 169,00(
Valuation allowance (46,000
Net deferred tax asset $ 123,00(
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As of March 31, 2006, the Company has a state petating loss carryforward of approximately $848,0@hich expires in 2011. Prior to
Exchange, as discussed in Note A, the Company é@erdl net operating loss carryforwards which, gutghe merger with Hudson, are
longer available to be utilized pursuant to thevigions of the tax law. A valuation allowance haeh established to offset a portion of
deferred tax asset to the extent the Company hadetermined that it is more likely than not thze future tax benefits will be realized.

NOTE H - SALARY REDUCTION RETIREMENT PLAN

The Company sponsors a 401(k) Savings Plan (thari@aPlan") which covers all eligible employeeartRipants may contribute no less than
1% and up to the maximum allowable per the InteR®lenue Service regulations. In addition, the Camypmay make discretionary
contributions to the Savings Plan, subject to detteitations. For the years ended March 31, 2868 2005, the Company made no matching
contributions.

NOTE | - COMMITMENTS AND CONTINGENCIES

[1] Lease:

The Company leases office space at its main oifickersey City, New Jersey and one satellite looaths of March 31, 2006 the Company
recorded a deferred lease liability of $30,412 \hriepresents the excess of rent expense recogmizadtraight-line basis over the term of the

leases as compared to cash rental payments. Fotoiaum lease commitments as of March 31, 2006ar®llows:

Years Ended

March 31,
2007 $ 373,50(
2008 227,80°

$601,30°

Rent expense, net of sublease income, was appr@iin®523,000 and $563,000 for the years ended IMat¢ 2006 and 2005, respectively.
See Note K for discussion of an additional leasaro@ément.
[2] Contingencies:

The Company has been named as a defendant in sa@tions relating to its activities as a brokeatdeincluding civil actions and arbitration.
From time to time, the Company is also involveginceedings and investigations by self-regulatoganizations. Although the ultimate
outcome of these matters involving the Company ctha predicted with certainty, management beliévieas meritorious defenses to all s|
actions and intends to defend each of these actigosously. Although there can be no assurancatssiich matters will not have a material
adverse effect on the results of operations onfired condition of the Company in any future periddpending in part on the results for such
period, in the opinion of the Company's managerttentltimate resolution of such actions againsitGbenpany will have no material adverse
effect on the Company's financial condition.
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NOTE J - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requirementiuding the SEC's Uniform Net Capital Rule (Stle 15¢3-1), which is intended to
ensure the general financial soundness and ligquidibroker-dealers by requiring the maintenancenmfimum levels of net capital. These
regulations place limitations on certain transatdjsuch as repaying subordinated borrowings, gasash dividends, and making loans to its
parent, affiliates or employees. Broker-dealerspaofibited from such transactions which would tesua reduction of its total net capital to
less than 120% of its required minimum net capidreover, broker-dealers are required to notiy 8EC before entering into such
transactions which, if executed, would result reduction of 30% or more of its excess net cafitat capital less the minimum requirement).
The SEC has the ability to prohibit or restrictlsti@nsactions if the result is detrimental tofihancial integrity of the broker-dealer.

At March 31, 2006, Hudson had net capital of $5,498, which was $4,454,995 in excess of its reguiret capital of $1,000,000.

NOTE K - SUBSEQUENT EVENTS

[1] New office lease:

On April 4, 2006, Hudson entered into an agreerteestiblease an additional 26,875 rentable squatefeffice space in Jersey City, New
Jersey. The sublease is guaranteed by the Comphayease will commence when the landlord's woddisstantially complete and expires on

August 30, 2012. Future minimum lease commitmergsaa follows:

Years Ended

March 31,
2007 $ 235,00(
2008 302,00(
2009 403,00(
2010 463.00(
2011 483,00(
Thereafter 544,00(

$ 2,430,00!

[2] Letter of credit:

In connection with the new office lease, on Apfll 2006 Hudson deposited a one-year $225,000 icedble standby letter of credit with the
landlord as security, which automatically renewsddditional onerear terms, unless sixty days written notice is/jgled. Pursuant to the lea
agreement, Hudson is required to maintain therlefteredit until sixty days following the expirati of the lease. On April 5, 2006, Hudson
deposited $225,000 with the issuing financial isiton in the form of an automatically renewablayrteen month time deposit, in order to
collateralize the letter of credit.

[3] New subsidiary:

On May 22, 2006, Hudson Technologies Inc. ("HTI'§sformed as Delaware corporation for the purpégeaviding software development
and technology services for Hudson and for thindipe. On June 13, 2006, the Company funded HH wholly-owned subsidiary with a
$150,000 initial investment.

[4] Option grants:

In May 2006, the Company granted ngualified stock options to four employees pursuarthe 2005 Stock Option Plan. The grants enald

employees to purchase a total of 125,000 sharm@s exercise price of $1.46 per share, which wasntwket value on the date of the grant.
Vesting occurs over three years and the optionsekpNovember 2009.
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ASSETS
Cash and cash equivalents
Cash - restricted

Receivable from broker-dealer

Securities owned
Prepaid income taxes

HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL CONDI

DECEMBER 31, 2006
(unaudited)

Furniture, equipment, capitalized software anddbafl improvements, net

Deferred taxes
Other assets
Goodwill

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:

Securities sold, but not yet purchased

Commissions payable

Accrued expenses and other liabilities

Deferred taxes

Total liabilities

Commitments and contingencies (Note F)

Stockholders' equity:

Preferred stock, $.001 par value, 1,000,000 shardg®rized,

none issued

Common stock, $.001 par value, 100,000,000 shartbe@zed,

36,725,185 shares issued and outstanding

Additional paid-in capital
Retained earnings

Total stockholders' equity

See notes to consolidated condensed financialms&its
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$ 910,57:
225,00(
8,237,64
8,631,66.
468,68:

415,76:

153,50(

127,40°
1,111,17

s 2028141

$ 5,037,98
582,34t
965,49t

74,50(

6,660,33!

36,72¢
12,183,40
1,400,95!

13,621,08

$ 2028141




HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

Revenues:
Trading gains, net
Commissions
Interest and other income

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

Income (loss) before income taxes
Provision (benefit) for income taxes

Net income (loss)

Earnings (loss) per share - basic
Earnings (loss) per share - diluted

Weighted average number of
shares outstanding - basic

Weighted average number of
shares outstanding - diluted

See notes to consolidated condensed financialms&its

(unaudited)

Three Months Ended
December 31,

Nine Months Ended
December 31,

2006 2005 2006 2005
$ 453205 $ 335485 $ 1361547 $  10,482,73
767,69 562,03 1,699,35: 2,032,89!

57,62 1,19¢ 140,06! 67,27¢
5,357,36: 3,918,090 15,454,88 12,582,90
800,97 687,36 2,424.,48; 2,047,64
2,343,93; 1,721,05: 6,734,99 5,830,03
1,630,87: 1,209,65: 4,081,72! 3,385,10.
392,77 125,90¢ 865,83 383,82
147,31 97,94( 397,34 404,69
113,24 88,19: 280,60 290,31
203,75: 328,08 559,84 607,12¢
5,632,86: 4,258,20! 15,344,83 12,948,74
(275,500) (340,11() 110,05! (365,84
(99,467) (69,600) 101,87: (52,30%)

$ (176,03) $ (270,51) $ 8,18: $ (313,54()
$ 0.0 $ 0.0 $ 0.0C $ (0.02)
$ (0.0 $ (0.0 $ 0.0C $ (0.02)
30,650,51 20,568,07 28,329,42 20,416,06
30,650,51 20,568,07 28,584,89 20,416,06
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(unaudited)

Cash flows from operating activities:
Net income (loss
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:
Depreciation and amortization
Non-cash stock based compensation - directors
Non-cash stock based compensation - employees
Commission receivable reserve provision
Deferred rent
Deferred taxes
Changes in:
Receivable from broker-dealer
Securities owned
Commissions receivable
Income taxes receivable/payable
Other assets
Securities sold, but not yet purchased
Commissions payable
Accrued expenses and other liabilities

Net cash (used in) provided by operating activities

Cash flows from investing activities:
Purchase of furniture, equipment,
capitalized software and leasehold improvements
Cash subject to restrictions

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of stock, net of issuansts co

Net cash provided by financing activities

Net increase (decrease) in cash
Cash - beginning of period

Cash - end of period

Supplemental disclosures of cash flow information:
Cash paid during the period for:
Income taxes

Non-cash investing and financing activities:
Commissions receivable written-off against reserve

Shares deemed issued in connection with the

Nine Months Ended

December 31,

2006 2005

8,18. $ (313,54()
100,83! 47,13¢
17,40 -
22,12: -
208,73 142,97¢
71,49¢ (11,970)
44.,00( (52,38¢)
(3,371,09) 1,118,88!
(4,896,26) (449,51
(208,73) -
(1,050,21) (22,416
250,22 (108,32
4,619,401 (74,849)
(611,79) (90,00:)
315,07 (135,66()
(4,480,63) 50,32¢
(341,03 (171,51}
(225,00() ;
(566,03) (171,51}
5,480,69 )
5,480,69 )
434,02 (121,18
476,54¢ 295,10:
910,57: $ 173,91
1,114,060 $ 22,50(
112,52 $ -




Health Outcomes Management merger and recapitalizat $ - $ 1,23¢

See notes to consolidated condensed financialms&its
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Note A - Organization, Operations and Basis of Pr&gntation

The accompanying unaudited consolidated condensethdial statements have been prepared in accadasith accounting principls

generally accepted in the United States of Ameifdcanterim financial information and with the imsttions to Form 1@SB. Accordingly

they do not include all of the information and foaties required by accounting principles generaitepted in the United States of Americe

complete financial statements. In the opinion ofagement, such statements include all adjustmenotssisting only of normal recurri

items) which are considered necessary for a faisgmtation of the consolidated financial positibiiadson Holding Corporation (“Holding”
as of December 31, 2006, the consolidated restilts operations for the three and nine month pkriended December 31, 2006 and 200:

cash flows for the nine month periods ended Dece®be2006 and 2005 are not necessarily indicatfibe operating results for the full ye

It is suggested that these consolidated finandetesients be read in conjunction with the constdididinancial statements and rel:

disclosures for the year ended March 31, 2006 dezun Holding’s Annual Report on Form 10-KSB.

The consolidated condensed financial statementsidacthe accounts of Holding, a holding companyd & wholly owned subsidiarie
namely Hudson Securities, Inc. (“Hudson”) and Hudsaechnologies, Inc. (“Technologies”) (collectivetie “Company”).Hudson is

registered brokedealer under the Securities Exchange Act of 193%isia member of the National Association of SeémsiDealers, Inc. (i
"NASD"). Hudson makes markets in most classes aftggecurities, including listed, NASDAQ, OTC Betiin Board, Pink Sheet and fore
securities and is also an introducing broker whilears all transactions through a clearing orgaigizaon a fully disclosed basis. According
Hudson is exempt from rule 15&3of the Securities Exchange Act of 1934. On May 2206, Technologies was formed as a Dela
corporation for the purpose of providing softwamvelopment and technology services for Hudson andhird parties. As of December

2006, Technologies had total assets of $785,408etmonth net income of $16,636 and nine monthineame $14,636. The Company

offices in New Jersey and Florida.

In December 2004, Hudson entered into an Agreeraadt Plan of Merger (the "Agreement") with Healtht€mes Management, li
("HOM"), a noneperating public company. On May 3, 2005, under tiwens of the Agreement, Hudson's stockholders angbd a
10,967,000 shares of their common stock for 19(E&# post reverse-split shares of HOM common stacki Hudsors warrantholde
exchanged 998,667 of their Hudson warrants withemercise price of $1.85 for 1,760,590 post revepi-warrants to purchase HC
common stock at $1.0494 per share (the "Exchan@®¥.HOM shares that were issued represented 94%0OM's outstanding interest at
time of the Exchange. In connection with the |efgam of this transaction, Hudson became a whollynedvsubsidiary of HOM. On Septem
6, 2005, HOM changed its name to Hudson Holdingp@ration and effectuated a one for eight reversekssplit for all stockholders of recc
as of the close of business on June 13, 2005. iRandial reporting purposes, the Exchange represgmapital transaction of Hudson «
“reverse merger" rather than a business combinafiocordingly, the number of shares issued andtand$ng and additional paid-capital o
Holding has been retroactively adjusted to refteetequivalent number of shares issued by HOMénBkchange, on a post revesgsit basis
while Hudsons historical retained earnings is being carrieavéod. All costs attributable to the reverse mengere expensed. Further, all
share amounts and number of common stock shardading those obtainable on the exercise of optams warrants, in these consolid:
financial statements and notes thereto, have leflatied on a post reverse-split basis.
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Note B - Summary of Significant Accounting Policies

[1]

(2]

(3]

[4]

Securities transactions:

Hudson records transactions in securities andela¢ed revenue and expenses on a toade-basis. Securities owned and securities
but not yet purchased, are stated at market vaitkethe resulting unrealized gains and losses ¢ttein trading gains, net. Securi
which do not have a readily ascertainable markktevare valued at their estimated fair value asrdghed by management. Becaus
the inherent uncertainty of valuation, the managerdetermined values may differ significantly fraalues that would have been u
had a ready market for these securities existedhrandifferences could be material.

Income taxes:

The Company accounts for income taxes in accordaiitethe provisions of Statement of Financial Agnting Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEAo. 109 requires that the Company recognize defeax liabilities and ass:
for the expected future tax consequences of evbatshave been included in the financial statementsx returns. Under this meth
deferred tax liabilities and assets are determiedhe basis of the difference between the taxsbafliabilities and assets and tt
respective financial reporting amounts (“tempordifferences”) at enacted tax rates in effect far gkears in which the tempor:
differences are expected to reverse. The Compaiyyds an estimated valuation allowance on its defeincome tax assets if it is

more than likely that these deferred income tartassill be realized.

The Company files a consolidated federal incomergdnrn, as well as state income tax returns itagejurisdictions. As of Decemk
31, 2006, the Company has a state net operatisgcsyforward of approximately $670,000, which iespin 2011. The income ti
benefit related to the three months ended Decer@beR006 represents the reversal of income taxigions recorded during the

months ended September 30, 2006. Prior to the Egghaas discussed in Note A, the Company had fedetaoperating los
carryforwards which, due to the merger with Hudsane, no longer available to be utilized pursuantht provisions of the tax law.
valuation allowance has been established to offgmirtion of the deferred tax asset to the extemiQompany has not determined th
is more likely than not that the future tax bersefiill be realized.

Furniture, equipment, capitalized software, leasehd improvements and depreciation:

Furniture, equipment and leasehold improvementsear@rded at cost. Depreciation and amortizatiatoisputed using the straigline
method over the estimated useful life of the relasset or, in the case of leasehold improvements, the shorter of the remaining
of the lease or the estimated economic life ofitlygrovements.

During April 2006, the Company began capitalizingrtain costs incurred in connection with developorgobtaining internal u:
software pursuant to Statement of Positiorll9&ccounting for the Costs of Computer Softwarev@eped or Obtained for Internal U
Unamortized capitalized software development cos®&173,000 are included in furniture, equipmeapitalized software and leasef
improvements in the Consolidated Statement of Fir@duCondition as of December 31 , 2006. The emimdunt represents software
is still in development and is not being amortized.

Use of estimates:

The preparation of financial statements in conftymvith accounting principles generally acceptedthe United States of Ameri
requires management to make estimates and assmsihiat affect the reported amount of assets aflities and disclosure
contingent assets and liabilities at the date ef fihancial statements and the reported amounewénues and expenses during
reporting period. The most significant assumptionscern determining the fair value of assets aredviiuation of goodwill. Actu
results could differ from those estimates.
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[5] Cash and cash equivalents:

The Company considers all highly liquid investmemischased with an original maturity of three mantin less to be a cash equivalent.
Restricted cash represents an automatically reewf@oirteen month time deposit which collateraizeletter of credit. See Note F[2].
[6] Concentrations of credit risk:

Hudson is engaged in trading on a principal and@mncy basis with and for primarily other secusitteokereealers and institutior
investors such as mutual funds, hedge funds, bamitsimilar businesses. Counterparties to Huddasmess activities include broker-
dealers and clearing organizations, and can inchatks and other financial institutions. Hudsonsusee clearing broker to proc
transactions and maintain customer accounts. Téarin broker extends credit to Hudson's clientettéch is secured by cash ¢
securities in the clients' account. Hudson's expogucredit risk associated with the nperformance by its customers and counterpz

in fulfilling their contractual obligations can hirectly impacted by volatile or illiquid tradingarkets, which may impair the ability
customers and counterparties to satisfy their abiigps to Hudson. Additionally, Hudson has agreeimdemnify the clearing broker
losses it incurs while extending credit to Hudsanisnts. Amounts due from customers that are clmmsd uncollectible are charg
back to Hudson by the clearing broker when suchuartsobecome determinable.

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

Securities sold short, but not yet purchased, sgmteobligations of Hudson to deliver the undedysecurities sold. Option and wart
contracts written represent obligations of Hudsmipurchase or deliver the specified security atchtracted price. Hudson's ultim
obligation on such instruments may exceed the am@ooegnized in the statement of financial conditibludson monitors its positic
continuously to reduce the risk of the potentiagkldue to changes in market value or failure ohtenparties to perform.

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

[7 Goodwill:

The Company accounts for its goodwill in accordawith Statement of Financial Accounting Standaras N2, "Goodwill and Oth
Intangible Assets" ("SFAS No. 142"). Under SFAS N2, goodwill is not subject to amortization, brather an assessment
impairment, at least annually, by applying a fa@ue based test. As a result of its most recenti@nassessment, the Comp
determined that no such impairment needed to lEgrezed.

[8] Commissions receivable reserve:

Commissions receivable represent cumulative dramd laenefits provided to traders and salespersonsxigess of cumulati
commissions earned. The Company may collect trexsgiviables from future earned commissions. The @Gompestablished reserves
an offset to the receivable balance on the basigstdrical collections and estimates of futurdexdions. As of December 31, 2006,
Company had a reserve of $208,737 against commissieceivable of the same amount, based on managjsnassessment of |
Company’s historical collection experience, which ecluded in commissions payable.
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[9] Stock based compensation:

The Company has established a stock option plan"@B05 Plan"), which provides for the grantingoptions to purchase up to
aggregate of 2,000,000 shares of common stockyant$o which employees, consultants, independamttactors, officers and direct:
are eligible to receive incentive and/or nonquedifstock options. Options granted under the 2085 Rie exercisable for a period o
to 10 years from the date of grant at an exercige pvhich is not less than the fair value on thagedof grant, except that the exer
price of options granted to a stockholder owningertban 10% of the outstanding capital stock shatlo event be less than 110% of
fair market value of the stock covered by the aptivthe time the option is granted and shall eoéxercisable more than five years ¢
date of grant. Options issued under the 2005 Plamywically vest over either a three or four ygaariod from the anniversary date of
grant. Exercises of options granted under the 288 will typically result in the issuance of neantmon shares.

The Company accounts for stock options issued uthdef005 Plan under the recognition and measureprartiples of Statement
Financial Accounting Standards No. 123 (revised4}08hare-Based Payment, (“SFAS 123(RYhder the provisions of SFAS 123(
the Company is required to measure the cost of @epl services received in exchange for an awastjoity instruments based on
grantdate fair value of the award (with limited exceps8® That cost is then recognized over the periaihd which an employee
required to provide services in exchange for thardywusually the vesting period. The Company reizegh$13,523 and $22,123
compensation expense related to employee stockrogtiants during the three and nine months ende@rleer 31, 2006. In additic
the Company recognized $17,400 of director feeges@ related to noemployee stock option grants associated with tesivices as
director, during the nine months ended December2BD6. The Company did not incur any director fegpense related to non-
employee stock option grants during the three nortided December 31, 2006. As of December 31, 26@6e was $260,677
unrecognized stock-based compensation expenseithbe amortized over a weighted average period.8f years.

The Company has computed the fair value of optgmasited using the Blackeholes option pricing model. It should be noteat tie
Black-Scholes optiopricing model was developed for use in estimatimg fair value of the traded options, which havewvesting
restrictions and are fully transferable, and themeefare different from employee and director ogtiaich have both vesting and tran
restrictions which may affect their value. In addit option valuation models required the inputhighly subjective assumptic
including the expected stock price volatility. Givehat the Company’s shares dohave a long history of being publicly traded &
May 3, 2005, the Company developed an expectediityldigure based on a review of the historicallatilities, over a period of tim
equivalent to the expected life of these optiorissimilarly positioned public companies within itsdustry, during the early stages
their life as a public company. The risk-freeeigist rate was determined from the implied yietdefU.S. Treasury zerceupon bonc
with a remaining term consistent with the expedtrdh of the options. The expected term of the optizvas estimated at 70% of
contractual term, which takes into account vesgirayisions, industry personnel turnover consideretiand the expected volatility of
stock. In applying the Black-Scholes option pricmgdel, the Company used the following weighted-@aye assumptions:

For the three months ended For the nine months ended
December 31, 2006 December 31, 2006
Risk free interest rate 4.70% 4.74%
Expected lives (years) 2.45 2.48
Expected volatility 65% 65%

Expected dividends

The weighted average fair value of the stock optigranted during the three and nine months endeérbleer 31, 2006 was $0.32 .
$0.37 per share.
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As of March 31, 2006, the Company had not issugdoptions under the 2005 Plan. A summary of theustaf the options issued under the

2005 Plan during the nine months ended Decembe2(®8, is presented in the table below:

Weighted
Weighted Average
Average Remaining
Number of Exercise Contractual Intrinsic
Options Price Term Value
Balance, March 31, 2006 - 9 -
Granted 905,00( 1.07
Exercised - -
Forfeited (85,000 1.14
Balance, December 31, 2006 820,000 $ 1.0¢€ 3.4 -
Exercisable, December 31, 2006 30,00C $ 1.1t 4.€ -
All of the outstanding options as of December II)&are out-of-the-money with no intrinsic value.
A summary of non-vested options at December 316 20@resented in the table below:
Weighted
Average
Grant Date
Options Fair Value
Non-vested, March 31, 2006 - -
Granted 905,00( 0.37
Vested (30,000 0.5¢
Forfeited (85,000 0.41
Non-vested, December 31, 2006 790,000 ¢ 0.62

[10] Earnings (loss) per share:

Basic earnings (loss) per share (“EPB8s been calculated by dividing net income (logsjhe weighted average shares of com
stock outstanding during the periods. Diluted EPfects the potential reduction in EPS, using teasury stock method to reflect
impact of common share equivalents if dilutive sé@s such as stock options or warrants were és@cor converted into comm
stock.

The following is a reconciliation of the numeratensd denominators of the basic and diluted EPS atatipns for the three and n
months ended December 31, 2006 and 2005:

Three Months Ended
December 31, 2006 December 31, 2005

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income (loss) and shaiused in basic calculation $ (176,039 30,650,51 $ (270,510 20,568,07
Effect of dilutive securities - options and warant - -
Shares used in diluted calculation 30,650,51 20,568,07
Earnings (loss) per share - basic $ (0.01) (0.03)
Earnings (loss) per share - diluted $ (0.01) (0.01
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December 31, 2006 Nine Months Ended

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income (loss) and shaiused in basic calculation $ 8,18¢ 28,329,422 $ (313,54() 20,416,06
Effect of dilutive securities - options and warant 255,46 -
Shares used in diluted calculation 28,584,89 20,416,06
Earnings (loss) per share - basic $ 0.0C $ (0.02)
Earnings (loss) per share - diluted $ 0.0C $ (0.02)

Potentially dilutive securities realizable from tleercise of warrants and options of 1,760,59082@J000, respectively as of Decen
31, 2006 and 1,760,590 and O, respectively as oédéer 31, 2005, are excluded from the computatiatiluted net earnings (loss) |
share because the effect of their inclusion woaldetbeen anti-dilutive.

[11] Reclassifications:

Certain fiscal 2006 amounts have been reclasgifiednform with the fiscal 2007 presentation.

[12] Future impact of recently issued accounting standais:

In July 2006, the FASB issued FASB InterpretatiNo. 48, "Accounting for Uncertainty in Incormi@xes -an interpretation
FASB Statement No. 109" ("FIN 48"), which claesi the accounting for uncertainty in tax posiio This Interpretation requir
that the Company recognize in its financial stegsts, the impact of a tax position, if that ipos is more likely than not of bei
sustained on audit, based on the technicaditsn of the position. The provisions of FIN d& effective as of the beginning of
Company's 2008 fiscal year, with the cumulativeeefffof the change in accounting principle recordsdan adjustment to open
retained earnings. Adoption of FIN 48 is not expddo have a material impact on the Company'satataged financial position, resu
of operations or cash flows.

In September 2006, the FASB issued Statement @&nial Accounting Standard 157, “Fair Value Meamgsts”, which defines fa
value, establishes a framework for measuring falue in generally accepted accounting principlesl expands disclosures about
value measurements. Adoption is required for figears beginning after November 15, 2007, andrimtgperiods within those fisc
years. Early adoption of SFAS 157 is encouragkdoption of SFAS 157 is not expected to have a ri@dtampact on the Compan
consolidated financial position, results of opemasi or cash flows.
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Note C - Receivable from Clearing Broker

At December 31, 2006, the receivable from cleatingker amount in the statement of financial cooditrepresents the Company's «
balance with its clearing broker.

Note D - Securities Owned and Securities Sold, bubt yet Purchased

Securities owned and securities sold, but not yetiased, at December 31, 2006 consisted entifehadketable equity securities.

Note E - Stockholders' Equity

[1]

(2]

3]

Private Placement:

On November 28, 2006, the Company sold securities purchase price of $.60 per unit. The units isted of common stock a
warrants to purchase shares of common stock (therréfits”). The Company sold an aggregate of 9,2B5sBares of common stc
and delivered Warrants to purchase an aggregate/ 87,664 shares of our common stock, in exchamgegrbss proceeds of $5,745,1
pursuant to a private placement agreement (“Agéxgneement”)dated October 24, 2006. The Warrants entitle tHdens to purcha:
shares of the Comparsycommon stock for a period of five years from tlage of issuance at an exercise price of $.85 lp@resTh
Warrants are redeemable by us on terms specifittteiWarrants. The Company agreed to use its lffestseto file with the Securitie
and Exchange Commission a registration statemergricmy the shares and the warrant shares, to dhesesgistration statement
become effective, and to maintain the effectiveniesseof as long as needed, but not longer tharybaos.

Under the terms of the Agency Agreement, the plargnagent received, among other compensation, la @asamission fee of fo
percent (4%; or approximately $229,808) of the gna®ceeds to the Company of the securities soldddition, pursuant to the term:s
the Agency Agreement, the Company agreed to isstieet placement agent warrants to purchase cominck during a period of fi
years in an amount equal to six percent (6%) ofShares sold in the private placement (the "Plac¢gent Warrants"). The 574,5
Placement Agent Warrants are exercisable at $.66hzee.

The Companyg net proceeds from the private placement were8$5697, after deducting the placement agent casimission plu
$32,185 of legal fees and $2,500 of transfer afgd associated with the private placement.

Warrants:

The Company has 1,760,590 warrants outstandinggdition to the Warrants issued in connection whth private placement descril
at Note E[1], which are exercisable for common Istaica price of $1.0494 per share and expire iD20the warrants may be redeel
by the Company at $.01 per redeemable warrant, npbifess than thirty days written notice, if theemge of the closing sale price
the common stock is at least $2.10 for a perio@®fconsecutive days ending on the third day priothe date of the notice
redemption. Any right to exercise the warrant expion the business day immediately preceding tteecfaedemption.

Stock Options:

In May 2006, the Company granted nguralified stock options to four employees pursuanthe 2005 Stock Option Plan. The gr:
enable the employees to purchase a total of 12508fs of common stock at an exercise price dfeiier share, which was the ma
value of the Company's common stock on the dateeo§rant. Vesting occurs over three years anoptiens expire in November 20!
Using the BlackScholes option pricing model, these option grargsewalued at $77,500, or $0.62 per share, whitleiisg amortize
over the three year vesting period. As of Decenier2006, one of these employees had terminatetbgmpnt with the Company a
forfeited an unvested option to purchase 25,000eshaf common stock.
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In August 2006, the Company granted muralified stock options to its three independemnéators pursuant to the 2005 Stock Of
Plan. The grants enable the nemployee directors to purchase a total of 30,0@Beshof common stock at an exercise price of $pel
share, which was the market value of the compasigek on the date of the grant. The options expirdugust 2011 and we
immediately vested on the date of grant. UsingBleek-Scholes option pricing model, these option grargsewalued at $17,400,
$0.58 per share, which was immediately chargedrastdr compensation expense.

In November 2006, the Company granted noadified stock options to ten employees pursuanthe 2005 Stock Option Plan. 1
grants enable the employees to purchase a to#®000 shares of common stock at an exercise pfi&.00 per share, which was
market value of the Company's common stock on #te df the grant. Vesting occurs over three yeadsthe options expire in M.
2010. Using the Blaclscholes option pricing model, these option grantsewalued at $240,000, or $0.32 per share, wihidbeing
amortized over the three year vesting period. ADetember 31, 2006, two of these employees hadrtated employment with tl
Company and forfeited unvested options to purclb@s@00 shares of common stock.

Note F - Commitments and Contingencies

[1]

Leases:

On April 4, 2006, Hudson entered into an agreen@sublease an additional 26,875 rentable squateofeoffice space in Jersey C
New Jersey. The sublease is guaranteed by Hold@ilmglease commenced on June 21, 2006 and expirésgust 30, 2012,

The Company now leases office space at two JerggyNew Jersey locations and one satellite locatithe Company occupied the r
Jersey City location during September 2006. Ihess Company’s intention to maintain the originalségr City office space as a bagg-

site until November 2007, when the lease expires.

As of December 31, 2006 the Company had a deféesese liability of $101,911 which represents theems of rent expense recogni
on a straight-line basis over the term of the Iea@secompared to cash rental payments.

Future minimum commitments related to non-canceléddses as of December 31, 2006 are as follows:

Years Ended
December 31,

2007 $ 749,00(
2008 441,00(
2009 490,00(
2010 497.00(
2011 531,00
Thereafter 376,00(
$3,084,00!

Rent expense was approximately $393,000 and $886@0the three and nine months ended Decembe®16 and $126,000 a
$384,000 for the three and nine months ended DeeeB1h 2005, respectively.
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2] Letter of credit:

In connection with the new office lease, on Apfil 2006 Hudson deposited a oyear $225,000 irrevocable standby letter of creiit
the landlord as security, which automatically readar additional ongrear terms, unless sixty days written notice isvjged. Pursua
to the lease agreement, Hudson is required to minittte letter of credit until sixty days followirtge expiration of the lease. On Apri
2006, Hudson deposited $225,000 with the issuingnitial institution in the form of an automaticatBnewable, fourteen month ti
deposit, in order to collateralize the letter afdit.

[3] Contingencies:

The Company has been named as a defendant in sa@ions relating to its activities as a bro#lealer including civil actions a
arbitration. From time to time, the Company is afsmlved in proceedings and investigations by-setfulatory organizations. Althou
the ultimate outcome of these matters involving@mepany cannot be predicted with certainty, mamegye believes it has meritoric
defenses to all such actions and intends to dedant of these actions vigorously. Although there lma no assurances that such me
will not have a material adverse effect on the ltssaf operations or financial condition of the Qmany in any future period, depend
in part on the results for such period, in the apinof the Companyg management, the ultimate resolution of such astagainst tr
Company will have no material adverse effect onGbenpany's financial condition.

[4] Employment agreements:

On December 1, 2006, the Company entered into aylkan employment agreement, effective immediateiyh a subsidiary office
whereby he will continue in his present positioheTagreement provides that he shall receive aysaf$150,000 per year, plus he \
be entitled to a nogualified stock option grant for 35,000 sharesahmon stock, with 3 year vesting and a 3.5 yean tsubject to tt
approval of the Board’s Compensation Committee.

Future minimum salary commitments pursuant to ¢hiployment agreement are as follows:

Years Ended
December 31

2007 $ 150,00(
2008 137,50(

$ 287,50(

Note G - Net Capital Requirement

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

At December 31, 2006, Hudson had net capital of38446 which was $7,735,446 in excess of its reduiet capital of $1,000,000.
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Note H - Subsequent Events
[1] Stock option grants:

In January 2007, the Company granted gaalified stock options to 13 employees pursuarth#&2005 Stock Option Plan. The gri
enable the employees to purchase a total of 60GBaks of common stock at an exercise price ®0H0er share, which was the ma
value of the Company's common stock on the datbeo§rant. Vesting occurs over three years anapiens expire in July 2010. Usi
the BlackScholes option pricing model, these option grargsewalued at $228,000, or $0.38 per share, wisidcfeing amortized ov
the three year vesting period.

[2] Employment agreements:

On January 4, 2007, the Company entered into fiear yemployment agreements, effective as of Janliar8007, with Mr. Martin C
Cunningham and Mr. Keith R. Knox, whereby each wdlhtinue in their present positions, Chief ExaaiDfficer and President, respectiv
The agreements provide that each shall receiviasysa $200,000 per year, plus a formula-basediahbonus.

Future minimum salary commitments pursuant to tle@sployment agreements are as follows:

Years Ended
December 31,

2007 $ 400,00(
2008 400,00
2009 400,00
2010 400.00(
2011 400,00

$2,000,00

[3] Stock option grant:

In February 2007, the Company granted goadified stock options to an employee pursuarth&éo2005 Stock Option Plan. The gi
enables the employee to purchase a total of 350B86es of common stock at an exercise price of0fied share, which was the ma
value of the Company's common stock on the datbeofyrant. Vesting occurs over three years andphiens expire in August 201
Using the BlackScholes option pricing model, these option grargsewalued at $14,700, or $0.42 per share, whitleiisg amortize
over the three year vesting period.
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You should rely only on the information contained m this
document. We have not authorized anyone to providgou with
information that is different. This document may orly be used
where it is legal to sell these securities. The imfmation in this
document may only be accurate on the date of thisodument.

Additional risks and uncertainties not presently krown or
that are currently deemed immaterial may also impai our business
operations. The risks and uncertainties describechithis document
and other risks and uncertainties which we may facé the future
will have a greater impact on those who purchase owommon
stock. These purchasers will purchase our commonak at the
market price or at a privately negotiated price andwill run the risk
of losing their entire investment.

Hudson Holding Corporation

11,862,984 shares of common stock

PROSPECTUS

April 5, 2007






