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HUDSON HOLDING CORPORATION  

 
111 Town Square Place, 15th Floor  

Jersey City, New Jersey 07310  
   

   
Dear Fellow Stockholder:  
 

The 2007 Annual Meeting of Stockholders (the “Annual Meeting”) of Hudson Holding Corporation (the “Company” or “Hudson”) will 
be held at 10:00 a.m. on Tuesday, August 14, 2007 at the offices of the Company located at 111 Town Square Place, 15th Floor, Jersey City, 
New Jersey 07310. Enclosed you will find a formal Notice of Annual Meeting, Proxy Card and Proxy Statement, detailing the matters which will 
be acted upon. Directors and officers of the Company will be present to help host the meeting and to respond to any questions from our 
stockholders. I hope you will be able to attend.  
 

Please sign, date and return the enclosed Proxy without delay in the enclosed envelope. If you attend the Annual Meeting, you may vote 
in person, even if you have previously mailed a Proxy, by withdrawing your Proxy and voting at the meeting. Any stockholder giving a Proxy 
may revoke the same at any time prior to the voting of such Proxy by giving written notice of revocation to the Secretary, by submitting a later 
dated Proxy or by attending the Annual Meeting and voting in person. The Company’s Annual Report on Form 10-KSB (including audited 
financial statements) for the fiscal year ended March 31, 2007 accompanies the Proxy Statement. All shares represented by Proxies will be voted 
at the Annual Meeting in accordance with the specifications marked thereon, or if no specifications are made, (a) as to Proposal 1, the Proxy 
confers authority to vote “FOR” all of the six persons listed as candidates for a position on the Board of Directors, (b) as to Proposal 2, the Proxy 
confers authority to vote “FOR” to approve the adoption of the 2007 Long-Term Incentive Plan and (c) as to any other business which comes 
before the Annual Meeting, the Proxy confers authority to vote in the Proxy holder’s discretion.  
 

The Company’s Board of Directors believes that a favorable vote for the re-election of each candidate for a position on the Board of 
Directors and for all other matters described in the attached Notice of Annual Meeting and Proxy Statement is in the best interest of the 
Company and its stockholders and recommends a vote “FOR” all candidates and all other matters. Accordingly, we urge you to review the 
accompanying material carefully and to return the enclosed Proxy promptly.  
 

Thank you for your investment and continued interest in Hudson Holding Corporation.  
   

   

    July 20, 2007   

      
  Sincerely, 
   
  

   
  

   
  

  

Martin C. Cunningham  
Chief Executive Officer  

    



 
HUDSON HOLDING CORPORATION  

 
111 Town Square Place, 15th Floor  

Jersey City, New Jersey 07310  
   

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS  
   

TO BE HELD TUESDAY, AUGUST 14, 2007  
   

 
To our Stockholders:  

 
Notice is hereby given that the 2007 Annual Meeting (the “Annual Meeting”) of Stockholders of Hudson Holding Corporation (the 

“Company” or “Hudson”), a Delaware corporation, will be held at our principal office at 111 Town Square Place, 15th Floor, Jersey City, New 
Jersey 07310, on Tuesday, August 14, 2007 at 10:00 a.m., for the following purposes:  

 

 

 

 
The Board of Directors has fixed the close of business on July 11, 2007, as the record date for determining the stockholders entitled to 

notice of, and to vote at, the Annual Meeting or any adjournments thereof.  
 
For a period of 10 days prior to the Annual Meeting, a stockholders list will be kept at the Company’s office and shall be available for 

inspection by stockholders during usual business hours. A stockholders list will also be available for inspection at the Annual Meeting.  
 
Your attention is directed to the accompanying Proxy Statement for further information regarding each proposal to be made.  
 
STOCKHOLDERS UNABLE TO ATTEND THE MEETING IN PERSON  ARE URGED TO COMPLETE, DATE AND SIGN 

THE ACCOMPANYING PROXY AND MAIL IT IN THE ENCLOSED STAMPED, SELF-ADDRESSED ENVELOPE AS 
PROMPTLY AS POSSIBLE. IF YOU SIGN AND RETURN YOUR PROXY WITHOUT SPECIFYING YOUR CHOICES IT WILL 
BE UNDERSTOOD THAT YOU WISH TO HAVE YOUR SHARES VOT ED IN ACCORDANCE WITH THE DIRECTORS’
RECOMMENDATIONS. IF YOU ATTEND THE ANNUAL MEETING, YOU MAY, IF YOU DESIRE, REVOKE YOUR PROXY 
AND VOTE IN PERSON.  

 
By order of the Board of Directors  
 
Keith R. Knox, Secretary  

   
July 20, 2007  
   

  1.  To elect six Directors to the Board of Directors to serve until the 2008 Annual Meeting of Stockholders or until their 
successors have been duly elected or appointed and qualified (“Proposal 1”);  

  2.  To approve the adoption of the 2007 Long-Term Incentive Plan (the “Incentive Plan”) pursuant to which the Company will 
reserve 10,000,000 shares of common stock for issuance pursuant to the Plan (“Proposal 2” or the “Incentive Plan Proposal”); 
and  

  3.  To consider and take action upon such other business as may properly come before the Annual Meeting or any adjournments 
thereof.  



   
HUDSON HOLDING CORPORATION  

 
111 Town Square Place, 15th Floor  

Jersey City, New Jersey 07310  
 

PROXY STATEMENT  
 

2007 ANNUAL MEETING OF STOCKHOLDERS  
 

This Proxy Statement is furnished in connection with the solicitation by and on behalf of the Board of Directors (the “Board of 
Directors” or “Board”) of Hudson Holding Corporation of proxies to be voted at the 2007 Annual Meeting of Stockholders to be held at 10:00 
a.m. on Tuesday, August 14, 2007 at our principal office at 111 Town Square Place, 15th Floor, Jersey City, New Jersey 07310, and at any 
adjournments thereof (the “Annual Meeting”). In this proxy statement, Hudson Holding Corporation is referred to as “Hudson”, “we”, “us”, 
“our” or “the Company” unless the context indicates otherwise. The Annual Meeting has been called to consider and take action on the following 
proposals: (i) to elect six directors to the Board of Directors to serve until the 2008 Annual Meeting of Stockholders or until their successors 
have been duly elected or appointed and qualified; (ii) to approve the adoption of the 2007 Long-Term Incentive Plan (the “Incentive Plan”) 
pursuant to which the Company will reserve 10,000,000 shares of common stock for issuance pursuant to the Plan; and (iii) to consider and take 
action upon such other business as may properly come before the Annual Meeting or any adjournments thereof.  

 
The Board of Directors knows of no other matters to be presented for action at the Annual Meeting. However, if any other matters 

properly come before the Annual Meeting, the persons named in the proxy will vote on such other matters and/or for other nominees in 
accordance with their best judgment. The Company’s Board of Directors recommends that the stockholders vote in favor of each of the 
proposals. Only holders of record of Common Stock, of the Company at the close of business on July 11, 2007 (the “Record Date”) will be 
entitled to vote at the Annual Meeting.  

 
The principal executive offices of the Company are located at 111 Town Square Place, 15th Floor, Jersey City, New Jersey 07310, and 

its telephone number is (201) 216-0100. The approximate date on which this Proxy Statement, the proxy card and other accompanying materials 
are first being sent or given to stockholders is July 23 , 2007. A copy of the Company’s Annual Report on Form 10-KSB for the fiscal year 
ended March 31, 2007 is enclosed with these materials, but should not be considered proxy solicitation material.  
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INFORMATION CONCERNING   SOLICITATION AND VOTING  

 
As of the Record Date, there were 36,725,185   outstanding shares of Common Stock (the “Common Stock”), each share entitled to one 

vote on each matter to be voted on at the Annual Meeting. As of the Record Date, the Company had 294 holders of record of Common Stock. 
Only holders of shares of Common Stock on the Record Date will be entitled to vote at the Annual Meeting. The holders of Common Stock are 
entitled to one vote on all matters presented at the meeting for each share held of record. The presence in person or by proxy of holders of a 
majority of the shares outstanding and entitled to vote as of the Record Date shall be required for a quorum to transact business at the Annual 
Meeting. If a quorum should not be present, the Annual Meeting may be adjourned until a quorum is obtained.  

 
Each nominee to be elected as a director named in Proposal 1 must receive the vote of a plurality of the votes of the shares of Common 

Stock present in person or represented by proxy at the meeting. For the purposes of election of directors, although abstentions will count toward 
the presence of a quorum, they will not be counted as votes cast and will have no effect on the result of the vote.  

 
Approval of the Company’s Plan to adopt the 2007 Long-Term Incentive Plan, as described in Proposal 2, requires the affirmative vote 

of the holders of a majority of the shares of Common Stock present in person or represented by proxy at the meeting.  
 
“Broker non-votes,” which occur when brokers are prohibited from exercising discretionary voting authority for beneficial owners who 

have not provided voting instructions, will not be counted for the purpose of determining the number of shares present in person or by proxy on a 
voting matter and will have no effect on the outcome of the vote. Brokers who hold shares in street name may vote on behalf of beneficial 
owners with respect to Proposal 1.  

 
The expense of preparing, printing and mailing this Proxy Statement and the proxies solicited hereby will be borne by the Company. In 

addition to the use of the mails, proxies may be solicited by officers and directors and regular employees of the Company, without additional 
remuneration, by personal interviews, telephone or facsimile transmission. The Company will also request brokerage firms, nominees, 
custodians and fiduciaries to forward proxy materials to the beneficial owners of shares of Common Stock held of record and will provide 
reimbursements for the cost of forwarding the material in accordance with customary charges.  

 
Proxies given by stockholders of record for use at the Annual Meeting may be revoked at any time prior to the exercise of the powers 

conferred. In addition to revocation in any other manner permitted by law, stockholders of record giving a proxy may revoke the proxy by an 
instrument in writing, executed by the stockholder or his or her attorney authorized in writing or, if the stockholder is a corporation, by an officer 
or attorney thereof duly authorized, and deposited either at the corporate headquarters of the Company at any time up to and including the last 
business day preceding the day of the Annual Meeting, or any adjournments thereof, at which the proxy is to be used, or with the chairman of 
such Annual Meeting on the day of the Annual Meeting or adjournments thereof, and upon either of such deposits the proxy is revoked.  

 
Proposals 1 and 2 do not give rise to any statutory right of a stockholder to dissent and obtain the appraisal of or payment for such 

stockholder’s shares.  
 
ALL PROXIES RECEIVED WILL BE VOTED IN ACCORDANCE WI TH THE CHOICES SPECIFIED ON SUCH 

PROXIES. PROXIES WILL BE VOTED IN FAVOR OF THE ELEC TION OF THE NOMINEES TO THE BOARD OF DIRECTORS 
AND FOR PROPOSAL 2 IF NO CONTRARY SPECIFICATION IS MADE. ALL VALID PROXIES OBTAINED WILL BE VOTED 
AT THE DISCRETION OF THE PERSONS NAMED IN THE PROXY  WITH RESPECT TO ANY OTHER BUSINESS THAT MAY 
COME BEFORE THE ANNUAL MEETING.  
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Corporate Governance  

   
The Company’s Board of Directors has long believed that good corporate governance is important to ensure that the Company is 

managed for the long-term benefit of stockholders. During the past year, the Company’s Board of Directors has reviewed its governance 
practices in light of the Sarbanes-Oxley Act of 2002 and Securities and Exchange Commission (the “SEC”) rules and regulations. This section 
describes key corporate governance guidelines and practices that the Company has adopted.  
    
Code of Business Conduct and Ethics  
 

Our Board of Directors has adopted a Code of Business Conduct and Ethics applying to our directors, officers and employees (the 
“Code”). The Code is reasonably designed to deter wrongdoing and promote (i) honest and ethical conduct, including the ethical handling of 
actual or apparent conflicts of interest between personal and professional relationships, (ii) full, fair, accurate, timely and understandable 
disclosure in reports and documents filed with, or submitted to, the SEC and in other public communications made by the Company, (iii) 
compliance with applicable governmental laws, rules and regulations, (iv) the prompt internal reporting of violations of the Code to appropriate 
persons identified in the Code, and (v) accountability for adherence to the Code. The Code of Conduct and Ethics has been filed with the SEC 
and is available on our website, http://www.hudsonholdingcorp.com . You may also request a copy of the Code by writing to the Company at the 
Company’s office address. The contents of the Code should not be considered proxy solicitation material.  
 
Board Meetings and Attendance of Directors  
 

During fiscal year 2007, the Board of Directors held seven (7) meetings. Each director attended more than seventy-five (75%) percent 
of the Board of Directors meetings held during their tenure. The Board of Directors also took action by unanimous written consent on several 
occasions.  

 
Special meetings are held from time to time to consider matters for which approval of the Board of Directors is desirable or 

required by law.  
   
Director Independence  
 

All directors hold office until the next annual meeting of stockholders and the election and qualification of their successors. Three of 
our six directors are considered “independent” under the SEC’s independence standards. Officers are elected annually by the Board of Directors 
and serve at the discretion of the Board.  
   

There are no family relationships among our directors and executive officers. No director or executive officer has been a director or 
executive officer of any business which has filed a bankruptcy petition or had a bankruptcy petition filed against it.  No director or executive 
officer has been convicted of a criminal offense or is the subject of a pending criminal proceeding.  No director or executive officer has been the 
subject of any order, judgment or decree of any court permanently or temporarily enjoining, barring, suspending or otherwise limiting his 
involvement in any type of business, securities or banking activities. No director or executive officer has been found by a court to have violated a 
federal or state securities or commodities law.  

 
None of the Company’s directors or executive officers or their respective immediate family members or affiliates is the recipient of a 

loan from the Company. As of the date of this filing, there is no material proceeding to which any of the Company’s directors, executive officers 
or affiliates is a party or has a material interest adverse to us.  
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Committees of the Board of Directors  
 

The Board of Directors has established three standing committees: (1) the Audit Committee, (2) the Compensation Committee and (3) 
the Nominating and Corporate Governance Committee. The Audit Committee, Compensation Committee and Nominating and Corporate 
Governance Committee charters are available on our website at http://www.hudsonholdingcorp.com . Each committee operates under a charter 
that has been approved by the Board. You may also request complete copies of the charters by writing to the Company at the Company’s office 
address. The contents of these charters should not be considered proxy solicitation material.  

 
Audit Committee  
 

The Audit Committee   was established in May 2006 and held five meetings in Fiscal 2007. It is comprised solely of directors who 
satisfy the SEC and American Stock Exchange Audit Committee membership requirements and is governed by a Board-approved charter which 
contains, among other things, the committee’s membership requirements and responsibilities. The Audit Committee oversees our accounting, 
financial reporting process, internal controls and audits, and consults with management and the independent registered public accounting firm of 
Eisner LLP (the “Independent Auditors”) on, among other items, matters related to the annual audit, the quarterly financial statements and the 
application of United States generally accepted accounting principles. As part of its duties, the Audit Committee appoints, evaluates and retains 
our Independent Auditors. It maintains direct responsibility for the compensation, termination and oversight of our Independent Auditors and 
evaluates the Independent Auditors’ qualifications, performance and independence. The committee also monitors compliance with our policies 
on ethical business practices and reports on these items to the Board. Our Audit Committee is comprised of Ms. Landau and Messrs. Zugschwert 
and Chiusano. Mr. Zugschwert is the chairman of the committee.  
   

The Board has determined that Mr. Zugschwert, who currently is a member of the Board of Directors and chairman of the Audit 
Committee, is the Audit Committee financial expert, as defined under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). 
In addition, the Board has determined that Mr. Zugschwert is an independent director as that term is defined in Item 7(d)(3)(iv) of Schedule 14A 
under the Exchange Act. The Board made a qualitative assessment of Mr. Zugschwert’s level of knowledge and experience based on a number 
of factors, including his formal education, including an MBA in Finance, and experience as a Chief Financial Officer for more than ten years.  
 
Compensation Committee  

 
The Compensation Committee was established in May 2006; is comprised solely of independent directors, determines all compensation 

for our Chief Executive Officer; approves the compensation of other executive officers; advises our Board regarding our stock option plans; 
approves severance arrangements and other applicable agreements for executive officers; and consults generally with management on matters 
concerning executive compensation and on pension, savings and welfare benefit plans where Board or stockholder action is contemplated with 
respect to the adoption of or amendments to such plans. The Compensation Committee is governed by a Board-approved charter. Our 
Compensation Committee is comprised of Ms. Landau and Messrs. Zugschwert and Chiusano. Mr. Chiusano is the chairman of the committee.  
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Nominating and Corporate Governance Committee  
 

The Nominating and Corporate Governance Committee was established in May 2006 and considers and makes recommendations on 
matters related to the practices, policies and procedures of the Board and takes a leadership role in shaping our corporate governance. The 
committee is governed by a Board-approved charter. As part of its duties, the committee assesses the size, structure and composition of the 
Board and Board committees. The committee also acts as a screening and nominating committee for candidates considered for election to the 
Board. In this capacity it concerns itself with the composition of the Board with respect to depth of experience, balance of professional interests, 
required expertise and other factors. The committee evaluates prospective nominees identified on its own initiative or referred to it by other 
Board members, management, stockholders or external sources and all self-nominated candidates. The committee uses the same criteria for 
evaluating candidates nominated by stockholders and self-nominated candidates as it does for those proposed by other Board members, 
management and search companies. Our Nominating and Corporate Governance Committee is comprised of Ms. Landau and Messrs. 
Zugschwert and Chiusano. Ms. Landau is the chairman of the committee.  
 
Compensation of Directors  

 
Directors were not compensated for their service during the fiscal year ended March 31, 2006. On August 15, 2006, the board of directors 
resolved that compensation for each of the independent directors for the ensuing year would be $600 per month, plus immediately vested five -
year options to purchase 10,000 shares of the Company’s common stock with an exercise price equal to the market price of the Company’s 
common stock on the August 15, 2006 grant date. In June 2007, the compensation was raised to $800 per month and the options were increased 
to 25,000 shares.  
 
Independent Auditors Fees and Services  
 
Audit Fees  
 
The aggregate fees billed for professional services rendered was $55,000 and $60,000 for the audits of the Company's annual consolidated 
financial statements for the fiscal years ended March 31, 2007 and 2006, respectively, which services include the cost of the audits of the 
consolidated financial statements included in the Company’s annual Forms 10-KSB for each respective year and the reviews of the related 
quarterly Form 10-QSB’s.  
 
Audit-Related Fees  
 
The principal accountant billed $7,600 related to the review of a registration statement during the fiscal year ended March 31, 2007 and $10,000 
related to reviews of prior year financial statements during the fiscal year ended March 31, 2006.  
 
Tax Fees  
 
For the years ended March 31, 2007 and 2006, the principal accountant billed $54,500 and $12,000, respectively, for tax compliance. The billing 
for the fiscal year ended March 31, 2007 included services related to tax returns for three periods.  
 
All Other Fees  
 
The principal accountant billed $28,728 related to several audits of anti-money laundering procedures during the fiscal year ended March 31, 
2007.  
   

5 



   
The Audit Committee has the sole authority to pre-approve all audit and non-audit services provided by the Independent Auditors to the 

Company. It is expected that the Independent Auditors will be present at the Annual Meeting in order to respond to any questions that 
stockholders of the Company may have.  
 

Audit Committee Report *      
 

The Audit Committee of the Board of Directors (the “Committee”) is composed of three directors: Joanne V. Landau, Peter J. 
Zugschwert and Carmine V. Chiusano, each of whom is “independent” as defined by the rules of the National Association of Securities Dealers. 
Mr. Zugschwert serves as chairman of the committee.  
 

Management is responsible for the Company’s financial statements, financial reporting process and systems of internal controls. The 
Company’s Independent Auditors are responsible for performing an independent audit of the Company’s financial statements in accordance with 
auditing standards generally accepted in the United States and for issuing a report thereon. The Committee’s responsibility is to oversee all 
aspects the financial reporting process on behalf of the Board of Directors. The responsibilities of the Committee also include engaging and 
evaluating the performance of the accounting firm that serves as the Company’s independent auditors.  
 

The Committee discussed with the Company’s Independent Auditors such auditors’ judgments as to the quality, not just acceptability, 
of the Company’s accounting principles, along with such additional matters required to be discussed under the Statement on Auditing Standards 
No. 61, “Communication with Audit Committees.” The Committee has discussed with the Independent Auditors the auditors’ independence 
from the Company and its management, including the written disclosures and the letter submitted to the Committee by the Independent Auditors 
as required by the Independent Standards Board Standard No. 1, “Independence Discussions with Audit Committees.”  
 

In reliance on such discussions with management and the Independent Auditors, review of the representations of management and 
review of the report of the Independent Auditors to the Committee, the Committee recommended (and the Board of Directors approved) that the 
Company’s audited financial statements be included in the Company’s Annual Report on Form 10-KSB for the year ended March 31, 2007.  

   

  

*     The information contained in this Audit Committee Report shall not be deemed to be “soliciting material” or “filed” or incorporated 
by reference in future filings with the SEC, or subject to the liabilities of Section 18 of the Securities Exchange Act, except to the extent that the 
Company specifically requests that the information be treated as soliciting material or specifically incorporates it by reference into a document 
filed under the Securities Act or the Securities Exchange Act.  
   

Audit Committee of the Board of Directors        

        
        
/s/ Joanne V. Landau     

    
/s/ Peter J. Zugschwert       

      
/s/ Carmine V. Chiusano       
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PROPOSAL 1  

 
ELECTION OF DIRECTORS  

 
At the Annual Meeting, six individuals will be elected to serve as directors until the next annual meeting or until their successors are 

duly elected, appointed and qualified. The Company’s Board of Directors currently consists of six persons. All of the individuals who are 
nominated for election to the Board of Directors are existing directors of the Company. Unless a stockholder WITHHOLDS AUTHORITY, a 
properly signed and dated proxy will be voted “FOR” the election of the persons named below, unless the proxy contains contrary instructions. 
Management has no reason to believe that any of the nominees will not be a candidate or will be unable to serve as a director. However, in the 
event any nominee is not a candidate or is unable or unwilling to serve as a director at the time of the election, unless the stockholder withholds 
authority from voting, the proxies will be voted “FOR” any nominee who shall be designated by the present Board of Directors to fill such 
vacancy.  

 
The name and age of each of the six nominees, his or her position with the Company, his or her principal occupation, and the period 

during which such person has served as a director are set out below.  
 

Biographical Summaries of Nominees for the Board of Directors  
 

   
MARTIN CUNNINGHAM has been a director of Hudson and has served as its Chief Executive Officer since 2004. From August 

2003 until joining Hudson, Mr. Cunningham was an employee of Wien Securities, Inc. From February 2003 until August 2003, Mr. Cunningham 
was President of Wien Securities, Inc. From 1996 to December 2002, Mr. Cunningham was Senior Vice President and Head of Equity Trading at 
Schwab Capital Markets (formerly Mayer & Schweitzer).  

 
KEITH KNOX has been a director of Hudson and has served as its President since 2004. From January 2003 until joining Hudson, Mr. 

Knox was a Vice President of Wien Securities, Inc. From 1984 to December 2002, Mr. Knox was a trader with Schwab Capital Markets 
(formerly Mayer & Schweitzer).  

 
MARK LEVENTHAL has been a director of Hudson and has served as its Executive Vice President since 2004. From January 2003 

until joining Hudson, Mr. Leventhal was a Vice President of Wien Securities, Inc. From 1989 to December 2002, Mr. Leventhal was manager of 
NASDAQ Trading at Schwab Capital Markets (formerly Mayer & Schweitzer).  

   

Name of Nominee    Age    Position with the Company  
Martin C. Cunningham  

  
47  

  
Chairman of the Board of Directors and Chief 
Executive Officer  

Keith R. Knox    48    President, Secretary and Director  
Mark Leventhal    51    Executive Vice President and Director  
Peter J. Zugschwert    41    Director  
Joanne V. Landau    52    Director  
Carmine V. Chiusano    65    Director  
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PETER J. ZUGSCHWERT has been a director of Hudson since October 1997. He served as President of Hudson from December 

1997 through May 2005 and CEO of Hudson from September 1997 to May 2005. Mr. Zugschwert has been a Private Equity Consultant since 
1997.  

 
JOANNE V. LANDAU has been a director of Hudson since May 2006. Ms. Landau has been the President of Kurtsam Realty Corp. 

since 2003. From 2000 to 2002, she was Senior Vice President, Head of Strategic Marketing and Communications with Zurich Scudder-
Deutsche Asset Management/Investments and from 1990 to 1999, Ms. Landau was with The Citibank Private Bank/Investments, a subsidiary of 
Citigroup, of last as Vice President, Head of Global Marketing and Communications.  
   

CARMINE V. CHIUSANO has been a director of Hudson since May 2006. In 2004, Mr. Chiusano retired from Schwab Capital 
Markets (formerly Mayer & Schweitzer) where he was employed since 1968, most recently as Senior Vice President, Chief Operating Officer.  

 
Board members are elected annually by the stockholders and the officers are appointed annually by the Board of Directors.  

 
Vote Required  

 
Provided that a quorum of stockholders is present at the meeting in person, or is represented by proxy, and is entitled to vote thereon, 

directors will be elected by a plurality of the votes cast at the meeting. For the purposes of election of directors, although abstentions will count 
toward the presence of a quorum, they will not be counted as votes cast and will have no effect on the result of the vote.  
 
Recommendation of the Board of Directors  

 
The Board of Directors recommends a vote FOR Ms. Landau and Messrs. Cunningham, Knox, Leventhal, Zugschwert and 

Chiusano. Unless otherwise instructed or unless authority to vote is withheld, the enclosed proxy will be voted FOR the election of the 
above listed nominees.  
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Executive Compensation  
   

The following Summary Compensation Table sets forth, for the years indicated, all cash compensation paid, distributed or accrued for 
services, including salary and bonus amounts, rendered in all capacities by our chief executive officer and all other executive officers (the 
“Named Executive Officers”) who received or are entitled to receive remuneration in excess of $100,000 during the stated periods.  
   

Summary Compensation Table    
   

   

    
Employment and Consulting Arrangements and Change in Control Arrangements  
 
The Compensation Committee of our board of directors have approved the terms of each of the employment agreements described below. As of 
March 31, 2007, we entered into the employment agreements described below with each of the following persons.  

 
Martin Cunningham as our Chief Executive Officer. The agreement provides for an initial term of five years, an annual salary to Mr. 
Cunningham of $200,000 and an annual bonus based on a formula of 5% of the firm’s net profits before taxes, payable quarterly, provided that 
net profits in such fiscal quarter is equal to or exceeds $1,200,000. Our board of directors may increase the amount of the bonus. The agreement 
also provides for the executive’s ability to participate in our health insurance program and a car allowance of $1,000 per month. In the event that 
Mr. Cunningham’s employment is terminated, other than with good cause, he will receive any bonus payment due through his termination date, 
all remaining salary payments, plus certain health insurance benefits.  

 
Keith Knox as our President. The agreement provides for an initial term of five years, an annual salary to Mr. Knox of $200,000 and an annual 
bonus, based on a formula of 4% of the firm’s net profits before taxes, payable quarterly, provided that net profits in such fiscal quarter is equal 
to or exceeds $1,200,000. Our board of directors may increase the amount of the bonus. The agreement also provides for the executive’s ability 
to participate in our health insurance program and a car allowance of $1,000 per month. In the event that Mr. Knox’s employment is terminated 
other than with good cause, he will receive any bonus payment due through his termination date, all remaining salary payments, plus certain 
health insurance benefits.  
   

Name and Principal Position  

  

  

Fiscal 
Year 

Ended 
March 

31,      Salary      Bonus      
Stock  

Awards     
Option 
Awards     

All Other  
Compensation     Total    

Martin C. Cunningham,  
Chairman and Chief Executive Officer    

  2007   $ 185,000   $ -  $ -  $ -  $ 23,792 (1 ) $ 208,792   
                                               
Keith R. Knox,  
President and Secretary    

  2007   $ 185,000   $ -  $ -  $ -  $ 23,005 (1 ) $ 208,005   
                                               
Mark Leventhal,  
Executive Vice President    

  2007   $ 180,000   $ -  $ -  $ -  $ 32,538 (1 ) $ 212,538   

(1)  Amounts represents health, dental, life and disability insurance benefits as well as vehicle allowances and parking fees, as applicable.  
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Outstanding Equity Awards at Year End  
   
No option, stock appreciation right or long-term incentive plan awards were granted to or exercised by any of the Named Executive Officers 
during the fiscal year ended March 31, 2007 and no such awards are currently outstanding.  

 
Director Compensation Table  

   

   

   

 
C ompliance with Section 16(a) of the Securities Exchange Act of 1934  

 
Section 16(a) of the Exchange Act requires the Company’s officers and directors, and persons who own more than ten percent of a 

registered class of the Company’s equity securities (collectively the “Reporting Persons”) to file reports and changes in ownership of such 
securities with the SEC and the Company. Based solely upon a review of (i) Forms 3 and 4 and amendments thereto furnished to the Company 
pursuant to Rule 16a-3(e), promulgated under the Exchange Act, during the Company’s fiscal year ended March 31, 2007 and (ii) Forms 5 and 
any amendments thereto and/or written representations furnished to the Company by any Reporting Persons, stating that such person was not 
required to file a Form 5 during the Company’s fiscal year ended March 31, 2007, it has been determined that no Reporting Persons were 
delinquent with respect person’s reporting obligations set forth in Section 16(a) of the Exchange Act.  
   
Security Ownership of Certain Beneficial Owners  
   
The following table sets forth information regarding the number of shares of our common stock beneficially owned on June 22, 2007 by:  
 

   

   

Name  

  

Fees 
Earned 
or Paid 

in  
Cash    

(1)  
Stock  

Awards   
Option  
Awards   

   
Non-Equity 

Incentive Plan 
Compensation   

Non-
Qualified 
Deferred 

Compensation 
Earnings    

   
(2)  

All Other  
Compensation   Total    

Carmine Chiusano    $ 4,200   $ -  $ 5,800   $  -  $  -  $  9,846   $ 19,846   
                                               
Joanne Landau    $ 4,200   $ -  $ 5,800   $  -  $  -  $  -  $ 10,000   
                                               
Peter Zugschwert    $ 4,200   $ -  $ 5,800   $  -  $  -  $  -  $ 10,000   

(1) Amounts represents the value of 10,000 stock options granted to each of the independent members of the Board of Directors during the 
fiscal year ended March 31, 2007. The options were valued using the Black-Sholes pricing model (For assumptions used in this calculation, 
See Note B[9] in the consolidated financial statements, included within the annual report). These are the only options granted to directors 
which are outstanding at March 31, 2007.  

(2) Amount represents salary paid, primarily during the period from April 1, 2006 to May 15, 2006.  

•   each person who is known by us to beneficially own 5% or more of our common stock;  

•   each of our directors and executive officers; and  
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Except as otherwise set forth below, the address of each of the persons listed below is Hudson Holding Corporation, 111 Pavonia Avenue, Suite 
1500A, Jersey City, New Jersey 07310.  
 

    
* Less than 1% of outstanding shares  
   
(1) Unless otherwise indicated, includes shares owned by a spouse, minor children and relatives sharing the same home, as well as entities 
owned or controlled by the named person.  
   
(2) Based upon 36,725,185 shares of our common stock outstanding on June 22, 2007.  
   
(3) Includes 10,000 shares of Common Stock issuable upon exercise of Stock options to these directors  
   
(4) Includes 833,335 shares of Common Stock issuable upon exercise of Warrants. The address for Mr. Pasternak is 111 E. Saddle River Road, 
Saddle River, N.J. 07458.  
   
(5) Mr. Winkler is employed by Hudson Securities, Inc., a wholly-owned subsidiary of Hudson Holding Corporation, as Nasdaq Trading 
Manager.  
 
(6)   Includes 1,125,000 shares of common stock issuable upon exercise of warrants. Aaron Wolfson and Abraham Wolfson are the General 
Partners of South Ferry #2 LP, however, all of the voting and dispositive power over South Ferry #2’s portfolio has been delegated to Morris 
Wolfson, its portfolio manager. Aaron Wolfson, Abraham Wolfson and Morris Wolfson each disclaim beneficial ownership over the shares 
owned by South Ferry #2 LP. The address for South Ferry #2 LP is One State Street Plaza, 29th Floor, New York, New York 10004.  
   

•   all of our directors and executive officers, as a group.  

    Number of Shares        

    Beneficially    
Percentage of 

Shares    

Name and Address of Beneficial Owner    Owned (1)    
Beneficially owned 

(2)    
            
Directors and Executive Officers:                
Martin C. Cunningham      4,178,565     11.4 % 
Keith R. Knox      4,178,565     11.4 % 
Mark Leventhal      4,348,565     11.8 % 
Peter J. Zugschwert (3)      224,356     *   
Joanne V. Landau (3)      10,000     *   
Carmine V. Chiusano (3)      10,000     *   
All executive officers and directors as a group (6 persons)      12,950,051     35.3 % 
Other 5% or Greater Stockholders:                
Kenneth D. Pasternak (4)      9,081,789     24.2 % 
Steven L. Winkler (5)      4,348,565     11.8 % 
South Ferry #2 LP (6)      3,375,000     8.9 % 
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Equity Incentive Plan and Securities Authorized for Issuance  
 

The Company currently has one equity incentive plan, the 2005 Stock Option Plan (the “Plan”), which was approved by the 
stockholders on July 26, 2005, and is administered by the Board of Directors. The Plan is available for the issuance of awards of up to an 
aggregate of 2,000,000 shares of Common Stock to our employees, officers, directors and consultants, in the form of either non-qualified stock 
options or incentive stock options. The purpose of the Plan is to provide additional incentive to those persons who are responsible for the 
management and growth of the Company.  
 
See Proposal 2 for a description of the Company’s 2007 Long-Term Incentive Plan being presented for the approval of the Shareholders at this 
meeting.  
   
Securities Authorized for Issuance Under Equity Compensation Plans  
 

   
The table above reflects the status of the Company's equity compensation plans as of March 31, 2007.  
 
Certain Relationships and Related Party Transactions  
 

Subsequent to our fiscal year end, the Board approved the establishment of trading accounts that would be subject to position limits and 
would be jointly or individually managed by key personnel, including Mr. Martin Cunningham (our Chairman and Chief Executive Officer), Mr. 
Keith Knox (our President, Secretary and Director), and Mr. Mark Leventhal (Executive Vice President and Director). In accordance with the 
arrangement, 48% of the net trading profit in these trading accounts will be paid out as compensation to the responsible individuals.  

   

   

   

Number of 
Securities to  

be issued upon 
exercise  

of outstanding 
options,  

warrants and rights    

 
Weighted-average 

exercise  
price of outstanding 

options, warrants 
and rights     

Number of 
securities  

remaining available 
for future issuance 

under  
equity 

compensation plans 
(excluding 
securities    

      
(a)     (b)     

reflected in column 
(a))    

                
Equity compensation plans approved by security holders      1,355,000   $ 1.00     645,000   
                      
Equity compensation plans not approved by security holders      -    -    -  
Total      1,355,000   $ 1.00     645,000   

12 



   
PROPOSAL 2  

 
THE INCENTIVE PLAN PROPOSAL  

   
Background  
   

The Company’s 2007 Long-Term Incentive Plan has been approved by the Company’s Board of Directors subject to the approval of our 
stockholders. The purposes of our Incentive Plan are to create incentives designed to motivate our employees to significantly contribute toward 
our growth and profitability, to provide our executives, directors and other employees, and persons who, by their position, ability and diligence, 
are able to make important contributions to our growth and profitability, with an incentive to assist us in achieving our long-term corporate 
objectives, to attract and retain executives and other employees of outstanding competence, and to provide such persons with an opportunity to 
acquire an equity interest in us.  
   

We may grant incentive and non-qualified stock options, stock appreciation rights, performance units, restricted stock awards and 
performance bonuses, or collectively, awards, to our officers and key employees, and those of our subsidiaries. In addition, the Incentive Plan 
authorizes the grant of non-qualified stock options and restricted stock awards to our directors and to any independent contractors and 
consultants who by their position, ability and diligence are able to make important contributions to our future growth and profitability. Generally, 
all of our employees are eligible to participate in our Incentive Plan. No options, restricted stock or other awards under the Incentive Plan have 
been made or committed to be made as of the date of this proxy statement. However, the Company may continue to grant options under the 
Company’s 2005 Stock Option Plan.  
   

The following is a summary of the material provisions of our Incentive Plan and is qualified in its entirety by reference to the complete 
text of our Incentive Plan, a copy of which is attached to this proxy statement as Annex 1.  
   
Stock Subject to the 2007 Incentive Plan  
   

We have reserved a maximum of 10,000,000 shares of our authorized common stock for issuance upon the exercise of awards to be 
granted pursuant to our Incentive Plan. Each share issued under an option or under a restricted stock award will be counted against this limit. 
Shares to be delivered at the time a stock option is exercised or at the time a restricted stock award is made may be available from authorized but 
unissued shares or from stock previously issued but which we have reacquired and hold in our treasury.  
   

In the event of any change in our outstanding common stock by reason of any reorganization, recapitalization, stock split, stock 
dividend, combination of shares, asset acquisition, consolidation, issuance of rights or other similar transactions, the number of shares of our 
common stock which may be issued upon exercise of outstanding options, and the exercise price of options previously granted under our 
Incentive Plan, will be proportionally adjusted to prevent any enlargement or dilution of the rights of holders of previously granted options as 
may be appropriate to reflect any such transaction or event.  
   
Administration  
   

Our Board or Compensation Committee will administer the Incentive Plan. In connection with the administration of our Incentive Plan, 
the Board or Compensation Committee, with respect to awards to be made to any person who is not one of our directors, will:  
   

   

   

   

   
With respect to stock options or restricted stock awards to be made to any of our directors, the Compensation Committee will make 

recommendations to our Board of Directors as to:  
   

   

• determine which employees and other persons will be granted awards under our Incentive Plan;  

• grant the awards to those selected to participate;  

• determine the exercise price for options; and  

• prescribe any limitations, restrictions and conditions upon any awards, including the vesting conditions of awards.  

• which of such persons should be granted stock options, restricted stock awards, performance units or stock appreciation rights;  
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Any grant of awards to any of our directors under our Incentive Plan must be approved by our Board of Directors.  

   
In addition, the Board or Compensation Committee will:  

   

   

   
Types of Awards  
   

Our Incentive Plan permits the grant the following types of awards.  
   

Stock Options . Stock options are contractual rights entitling an optionee who has been granted a stock option to purchase a stated 
number of shares of our common stock at an exercise price per share determined at the date of the grant. Options are evidenced by stock option 
agreements with the respective optionees. The exercise price for each stock option granted under our Incentive Plan will be determined by our 
Board of Directors or a committee of the Board at the time of the grant, but will not be less than fair market value on the date of the grant. Our 
Board of Directors or a committee of the Board will also determine the duration of each option; however, no option may be exercisable more 
than ten years after the date the option is granted. Within the foregoing limitations, the Board of Directors or committee of the Board may, in its 
discretion, impose limitations on exercise of all or some options granted under our Incentive Plan, such as specifying minimum periods of time 
after grant during which options may not be exercised. Options granted under our Incentive Plan will vest at rates specified in the option 
agreement at the time of grant; however, all options granted under our Incentive Plan will vest upon the occurrence of a change of control, as 
defined in the Incentive Plan. Our Incentive Plan also contains provisions for our Board of Directors or a committee of the Board to provide in 
the participants’ option award agreements for accelerating the right of an individual employee to exercise his or her stock option or restricted 
stock award in the event of retirement or other termination of employment. No cash consideration is payable to us in exchange for the grant of 
options.  
   

Our Incentive Plan provides that the stock options may either be Incentive Stock Options within the meaning of Section 422 of the 
Internal Revenue Code of 1986, as amended, or Non-Qualified Options, which are stock options other than Incentive Stock Options within the 
meaning of Sections 422 of the Code. Incentive Stock Options may be granted only to our employees or employees of our subsidiaries, and must 
be granted at a per share option price not less than the fair market value of our common stock on the date the Incentive Stock Option is granted. 
In the case of an Incentive Stock Option granted to a stockholder who owns shares of our outstanding stock of all classes representing more that 
10% of the total combined voting power of all of our outstanding stock of all classes entitled to vote in the election of directors, the per share 
option price must be not less than 110% of the fair market value of one share of our common stock on the date the Incentive Stock Option is 
granted and the term of such option may not exceed five years. As required by the Code, the aggregate fair market value, determined at the time 
an Incentive Stock Option is granted, of our common stock with respect to which Incentive Stock Options may be exercised by an optionee for 
the first time during any calendar year under all of our incentive stock option plans may not exceed $100,000.  
   

The exercise price for Non-Qualified Options may not be less than the fair market value of our common stock on the date the Non-
Qualified Option is granted. Non-Qualified Options are not subject to any of the restrictions described above with respect to Incentive Stock 
Options. The exercise price of stock options may be paid in cash, in whole shares of our common stock, in a combination of cash and our 
common stock, or in such other form of consideration as our Board of Directors or the committee of the Board may determine, equal in value to 
the exercise price. However, only shares of our common stock which the option holder has held for at least six months on the date of the exercise 
may be surrendered in payment of the exercise price for the options. In no event may a stock option be exercised after the expiration of its stated 
term.  

   

• the terms of proposed grants of awards to those selected by our Board of Directors to participate;  

• the exercise price for options; and  

• any limitations, restrictions and conditions upon any awards.  

• interpret our Incentive Plan; and  

• make all other determinations and take all other action that may be necessary or advisable to implement and administer our Incentive Plan.  
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Stock Appreciation Rights . A stock appreciation right permits the grantee to receive an amount of common stock equal to the number 

of stock appreciation rights exercised by the grantee multiplied by the excess of the fair market value of our common stock on the exercise date 
over the stock appreciation rights’ exercise price. Stock appreciation rights may or may not be granted in connection with the grant of an option. 
The exercise price of stock appreciation rights granted under the Incentive Plan will be determined by the Board of Directors or a committee of 
the Board; provided, however, that such exercise price cannot be less than the fair market value of a share of common stock on a date the stock 
appreciation right is granted (subject to adjustments). A stock appreciation right may be exercised in whole or in such installments and at such 
times as determined by the Board of Directors or a committee of the Board.  
   

Restricted Stock . Restricted shares of our common stock may be granted under our Incentive Plan subject to such terms and conditions, 
including forfeiture and vesting provisions, and restrictions against sale, transfer or other disposition as the Board of Directors or a committee of 
the Board may determine to be appropriate at the time of making the award. In addition, the Board of Directors or a committee of the Board may 
direct that share certificates representing restricted stock be inscribed with a legend as to the restrictions on sale, transfer or other disposition, and 
may direct that the certificates, along with a stock power signed in blank by the grantee, be delivered to and held by us until such restrictions 
lapse. The Board of Directors or a committee of the Board, in its discretion, may provide in the award agreement for a modification or 
acceleration of shares of restricted stock in the event of permanent disability, retirement or other termination of employment or business 
relationship with the grantee.  
   

Performance Units . The Incentive Plan permits grants of performance units, which are rights to receive cash payments equal to the 
difference (if any) between the fair market value of our common stock on the date of grant and its fair market value on the date of exercise of the 
award, except to the extent otherwise provided by the Board of Directors or a committee of the Board or required by law. Such awards are 
subject to the fulfillment of conditions that may be established by the Board of Directors or a committee of the Board including, without 
limitation, the achievement of performance targets based upon the factors described above relating to restricted stock awards.  
   

Performance Bonus . The Incentive Plan permits grants of performance bonuses, which may be paid in cash, common stock or 
combination thereof as determined by the Board of Directors or a committee of the Board. The maximum value of performance bonus awards 
granted under the Incentive Plan shall be established by the compensation committee at the time of the grant. An employee’s receipt of such 
amount will be contingent upon achievement of performance targets during the performance period established by the compensation committee. 
The performance targets will be determined by the Board of Directors or a committee of the Board based upon the factors described above 
relating to restricted stock awards. Following the end of the performance period, the Board of Directors or a committee of the Board will 
determine the achievement of the performance targets for such performance period. Payment may be made within 60 days of such determination. 
Any payment made in shares of common stock will be based upon the fair market value of the common stock on the payment date.  

   
Transferability  
   

With the exception of Non-Qualified Stock Options, awards are not transferable other than by will or by the laws of descent and 
distribution. Non-Qualified Stock Options are transferable on a limited basis. Restricted stock awards are not transferable during the restriction 
period.  
   
Termination of Employment/Relationship  
   

Awards granted under our Incentive Plan that have not vested will generally terminate immediately upon the grantee’s termination of 
employment or business relationship with us or any of our subsidiaries for any reason other than retirement with our consent, disability or death. 
The Board of Directors or a committee of the Board may determine at the time of the grant that an award agreement should contain provisions 
permitting the grantee to exercise the stock options for any stated period after such termination, or for any period the Board of Directors or a 
committee of the Board determines to be advisable after the grantee’s employment or business relationship with us terminates by reason of 
retirement, disability, death or termination without cause. Incentive Stock Options will, however, terminate no more than three months after 
termination of the optionee’s employment, twelve months after termination of the optionee’s employment due to disability and three years after 
termination of the optionee’s employment due to death. The Board of Directors or a committee of the Board may permit a deceased optionee’s 
stock options to be exercised by the optionee’s executor or heirs during a period acceptable to the Board of Directors or a committee of the 
Board following the date of the optionee’s death but such exercise must occur prior to the expiration date of the stock option.  
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Dilution; Substitution  
   

As described above, our Incentive Plan will provide protection against substantial dilution or enlargement of the rights granted to 
holders of awards in the event of stock splits, recapitalizations, asset acquisitions, consolidations, reorganizations or similar transactions. New 
award rights may, but need not, be substituted for the awards granted under our Incentive Plan, or our obligations with respect to awards 
outstanding under our Incentive Plan may, but need not, be assumed by another corporation in connection with any asset acquisition, 
consolidation, acquisition, separation, reorganization, sale or distribution of assets, liquidation or like occurrence in which we are involved. In 
the event that our Incentive Plan is assumed, the stock issuable with respect to awards previously granted under our Incentive Plan shall 
thereafter include the stock of the corporation granting such new option rights or assuming our obligations under the Incentive Plan.  
   
Amendment of the Incentive Plan  
   

Our Board may amend our Incentive Plan at any time. However, without stockholder approval, our Incentive Plan may not be amended 
in a manner that would:  
   

   

   

   

   
Awards previously granted under our Incentive Plan may not be impaired or affected by any amendment of our Incentive Plan, without 

the consent of the affected grantees.  
   
Accounting Treatment  
   

Under generally accepted accounting principles with respect to the financial accounting treatment of stock options used to compensate 
employees, upon the grant of stock options under our Incentive Plan, the fair value of the options will be measured on the date of grant and this 
amount will be recognized as a compensation expense ratably over the service period, usually the vesting period. Stock appreciation rights 
granted under the Incentive Plan must be settled in common stock. Therefore, stock appreciation rights granted under the Incentive Plan will 
receive the same accounting treatment as options. The cash we receive upon the exercise of stock options will be reflected as an increase in our 
capital. No additional compensation expense will be recognized at the time stock options are exercised, although the issuance of shares of 
common stock upon exercise may reduce basic earnings per share, as more shares of our common stock would then be outstanding.  
   

When we make a grant of restricted stock, the fair value of the restricted stock award at the date of grant will be determined and this 
amount will be recognized over the service period of the award, usually the vesting period. The fair value of a restricted stock award is equal to 
the fair market value of our common stock on the date of grant.  
   

Due to consideration of the accounting treatment of stock options and restricted stock awards by various regulatory bodies, it is possible 
that the present accounting treatment may change.  
   
Tax Treatment  
   

The following is a brief description of the federal income tax consequences, under existing law, with respect to awards that may be 
granted under our Incentive Plan.  
   

Incentive Stock Options . An optionee will not realize any taxable income upon the grant or the exercise of an Incentive Stock Option. 
However, the amount by which the fair market value of the shares covered by the Incentive Stock Option (on the date of exercise) exceeds the 
option price paid will be an item of tax preference to which the alternative minimum tax may apply, depending on each optionee’s individual 
circumstances. If the optionee does not dispose of the shares of our common stock acquired by exercising an Incentive Stock Option within two 
years from the date of the grant of the Incentive Stock Option or within one year after the shares are transferred to the optionee, when the 
optionee later sells or otherwise disposes of the stock, any amount realized by the optionee in excess of the option price will be taxed as a long-
term capital gain and any loss will be recognized as a long-term capital loss. We generally will not be entitled to an income tax deduction with 
respect to the grant or exercise of an Incentive Stock Option.  

   

• increase the number of shares that may be issued under our Incentive Plan;  

• materially modify the requirements for eligibility for participation in our Incentive Plan;  

• materially increase the benefits to participants provided by our Incentive Plan; or  

• otherwise disqualify our Incentive Plan for coverage under Rule 16b-3 promulgated under the Securities Exchange Act of 1934, as 
amended.  
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If any shares of our common stock acquired upon exercise of an Incentive Stock Option are resold or disposed of before the expiration 

of the prescribed holding periods, the optionee would realize ordinary income, instead of capital gain. The amount of the ordinary income 
realized would be equal to the lesser of (i) the excess of the fair market value of the stock on the exercise date over the option price; or (ii) in the 
case of a taxable sale or exchange, the amount of the gain realized. Any additional gain would be either long-term or short-term capital gain, 
depending on whether the applicable capital gain holding period has been satisfied. In the event of a premature disposition of shares of stock 
acquired by exercising an Incentive Stock Option, we would be entitled to a deduction equal to the amount of ordinary income realized by the 
optionee.  
   

Non-Qualified Options . An optionee will not realize any taxable income upon the grant of a Non-Qualified Option. At the time the 
optionee exercises the Non-Qualified Option, the amount by which the fair market value at the time of exercise of the shares covered by the 
Non-Qualified Option exceeds the option price paid upon exercise will constitute ordinary income to the optionee in the year of such exercise. 
We will be entitled to a corresponding income tax deduction in the year of exercise equal to the ordinary income recognized by the optionee. If 
the optionee thereafter sells such shares, the difference between any amount realized on the sale and the fair market value of the shares at the 
time of exercise will be taxed to the optionee as capital gain or loss, short- or long-term depending on the length of time the stock was held by 
the optionee before sale.  
   

Stock Appreciation Rights . A participant realizes no taxable income and we are not entitled to a deduction when a stock appreciation 
right is granted. Upon exercising a stock appreciation right, a participant will realize ordinary income in an amount equal to the fair market value 
of the shares received minus any amount paid for the shares, and we will be entitled to a corresponding deduction. A participant’s tax basis in the 
shares of common stock received upon exercise of a stock appreciation right will be equal to the fair market value of such shares on the exercise 
date, and the participant’s holding period for such shares will begin at that time. Upon sale of the shares of common stock received upon exercise 
of a stock appreciation right, the participant will realize short-term or long-term capital gain or loss, depending upon whether the shares have 
been held for more than one year. The amount of such gain or loss will be equal to the difference between the amount realized in connection with 
the sale of the shares, and the participant’s tax basis in such shares.  
   

Restricted Stock Award . A recipient of restricted stock generally will not recognize any taxable income until the shares of restricted 
stock become freely transferable or are no longer subject to a substantial risk of forfeiture. At that time, the excess of the fair market value of the 
restricted stock over the amount, if any, paid for the restricted stock is taxable to the recipient as ordinary income. If a recipient of restricted 
stock subsequently sells the shares, he or she generally will realize capital gain or loss in the year of such sale in an amount equal to the 
difference between the net proceeds from the sale and the price paid for the stock, if any, plus the amount previously included in income as 
ordinary income with respect to such restricted shares.  
   

A recipient has the opportunity, within certain limits, to fix the amount and timing of the taxable income attributable to a grant of 
restricted stock. Section 83(b) of the Internal Revenue Code (the “Code”) permits a recipient of restricted stock, which is not yet required to be 
included in taxable income, to elect, within 30 days of the award of restricted stock, to include in income immediately the difference between the 
fair market value of the shares of restricted stock at the date of the award and the amount paid for the restricted stock, if any. The election 
permits the recipient of restricted stock to fix the amount of income that must be recognized by virtue of the restricted stock grant. We will be 
entitled to a deduction in the year the recipient is required (or elects) to recognize income by virtue of receipt of restricted stock, equal to the 
amount of taxable income recognized by the recipient.  
   

Performance Units and Performance Bonuses . A participant realizes no taxable income and we are not entitled to a deduction when 
performance units or performance bonuses are awarded. When the performance units or performance bonuses vest and become payable upon the 
achievement of the performance objectives, the participant will realize ordinary income equal to the amount of cash received or the fair market 
value of the shares received minus any amount paid for the shares, and we will be entitled to a corresponding deduction. A participant’s tax basis 
in shares of common stock received upon payment will be equal to the fair market value of such shares when the participant receives them. Upon 
sale of the shares, the participant will realize short-term or long-term capital gain or loss, depending upon whether the shares have been held for 
more than one year at the time of sale. Such gain or loss will be equal to the difference between the amount realized upon the sale of the shares 
and the tax basis of the shares in the participant’s hands.  
   

Section 162(m) of the Code . Section 162(m) of the Code precludes a public corporation from taking a deduction for annual 
compensation in excess of $1.0 million paid to its chief executive officer or any of its four other highest-paid officers. However, compensation 
that qualifies under Section 162(m) of the Code as “performance-based” is specifically exempt from the deduction limit. Based on Section 162
(m) of the Code and the regulations thereunder, our ability to deduct compensation income generated in connection with the exercise of stock 
options or stock appreciation rights granted under the Incentive Plan could be limited by Section 162(m) of the Code. The Incentive Plan has 
been designed to provide flexibility with respect to whether restricted stock awards or performance bonuses will qualify as performance-based 
compensation under Section 162(m) of the Code and, therefore, be exempt from the deduction limit. If the vesting restrictions relating to any 
such award are based solely upon the satisfaction of performance goals, then we believe that the compensation expense relating to such an award 
will be deductible by us if the awards become vested. However, compensation expense deductions relating to such awards will be subject to the 



Section 162(m) deduction limitation if such awards become vested based upon any other criteria set forth in such award (such as the 
occurrence of a change in control or vesting based upon continued employment with us).  
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Certain Awards Deferring or Accelerating the Receipt of Compensation . Section 409A of the Internal Revenue Code, enacted as part 

of the American Jobs Creation Act of 2004, imposes certain new requirements applicable to “nonqualified deferred compensation plans.” If a 
nonqualified deferred compensation plan subject to Section 409A fails to meet, or is not operated in accordance with, these new requirements, 
then all compensation deferred under the plan may become immediately taxable. Stock appreciation rights and deferred stock awards which may 
be granted under the plan may constitute deferred compensation subject to the Section 409A requirements. It is our intention that any award 
agreement governing awards subject to Section 409A will comply with these new rules.  
   
Required Vote  
   

Approval of our Incentive Plan will require the affirmative vote of the holders of a majority of the shares of the Company’s common 
stock represented in person or by proxy and entitled to vote at the meeting. Assuming the presence of a quorum of more than 50% of the shares 
of our common stock, the failure to vote will have no effect on the outcome of the vote.  
   
Recommendation  
   

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE STOCKHOLDERS VOTE “FOR” THE 
INCENTIVE PLAN PROPOSAL.  

   
A Copy of the 2007 Long-Term Incentive Plan is included at the end of this Proxy Statement as Exhibit A.  
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GENERAL  

 
The Management of the Company does not know of any matters, other than those stated in this Proxy Statement, that are to be 

presented for action at the Annual Meeting. If any other matters should properly come before the Annual Meeting, proxies will be voted on those 
other matters in accordance with the judgment of the persons voting the proxies. Discretionary authority to vote on such matters is conferred by 
such proxies upon the persons voting them.  

 
The Company will bear the cost of preparing, printing, assembling and mailing all proxy materials that may be sent to stockholders in 

connection with this solicitation. Arrangements will also be made with brokerage houses, other custodians, nominees and fiduciaries, to forward 
soliciting material to the beneficial owners of the Common Stock of the Company held by such persons. The Company will reimburse such 
persons for reasonable out-of-pocket expenses incurred by them. In addition to the solicitation of proxies by use of the mails, officers and regular 
employees of the Company may solicit proxies without additional compensation, by telephone or facsimile transmission. The Company does not 
expect to pay any compensation for the solicitation of proxies.  

 
A copy of the Company’s Form 10-KSB for the fiscal year ended March 31, 2007, as filed with the SEC, accompanies this Proxy 

Statement. Upon written request, the Company will provide each stockholder being solicited by this Proxy Statement with a free copy of any 
exhibits and schedules thereto. All such requests should be directed to Hudson Holding Corporation, 111 Town Square Place, 15th Floor, Jersey 
City, New Jersey 07310 , Attn : Keith R. Knox, Secretary.  

 
All properly executed proxies delivered pursuant to this solicitation and not revoked will be voted at the Annual Meeting in accordance 

with the directions given. In voting by proxy in regard to items to be voted upon, stockholders may (i) vote in favor of, or FOR, the item, (ii) 
vote AGAINST the item or, (iii) ABSTAIN from voting on one or more items. Stockholders should specify their choices on the enclosed proxy. 
Proxies may be revoked by stockholders at any time prior to the voting thereof by giving notice of revocation in writing to the Secretary of the 
Company or by voting in person at the Annual Meeting. If the enclosed proxy is properly signed, dated and returned, the Common Stock 
represented thereby will be voted in accordance with the instructions thereon. If no specific instructions are given with respect to the matters to 
be acted upon, the shares represented by the proxy will be voted FOR the election of all Directors and for Proposal 2.  
 
Stockholder Proposals For the 2008 Annual Meeting and General Communications  

 
Any stockholder proposals intended to be presented at the Company’s 2008 Annual Meeting of Stockholders must be received by the 

Company at its office in Jersey City, New Jersey on or before March 15, 2008 in order to be considered for inclusion in the Company’s proxy 
statement and proxy relating to such meeting. The Company has received no stockholders nominations or proposals for the 2007 Annual 
Meeting.  

 
Stockholders may communicate their comments or concerns about any other matter to the Board of Directors by mailing a letter to the 

attention of the Board of Directors c/o the Company at its office in Jersey City, New Jersey.  
 
Revocability of Proxy  

 
Shares represented by valid proxies will be voted in accordance with instructions contained therein, or, in the absence of such 

instructions, in accordance with the Board of Directors’ recommendations. Any person signing and mailing the enclosed proxy may, 
nevertheless, revoke the proxy at any time prior to the actual voting thereof by attending the Annual Meeting and voting in person, by providing 
written notice of revocation of the proxy or by submitting a signed proxy bearing a later date. Any written notice of revocation should be sent to 
the attention of the Secretary of the Company at the address above. Any stockholder of the Company has the unconditional right to revoke his or 
her proxy at any time prior to the voting thereof by any action inconsistent with the proxy, including notifying the Secretary of the Company in 
writing, executing a subsequent proxy, or personally appearing at the Annual Meeting and casting a contrary vote. However, no such revocation 
will be effective unless and until such notice of revocation has been received by the Company at or prior to the Annual Meeting.  
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Method of Counting Votes  

 
Unless a contrary choice is indicated, all duly executed proxies will be voted in accordance with the instructions set forth on the proxy 

card. A broker non-vote occurs when a broker holding shares registered in street name is permitted to vote, in the broker’s discretion, on routine 
matters without receiving instructions from the client, but is not permitted to vote without instructions on non-routine matters, and the broker 
returns a proxy card with no vote (the “non-vote”) on the non-routine matter. Under the rules and regulations of the primary trading markets 
applicable to most brokers, the election of directors is a routine matter on which a broker has the discretion to vote if instructions are not 
received from the client in a timely manner. Abstentions will be counted as present for purposes of determining a quorum but will not be counted 
for or against the election of directors. As to Item 1, the Proxy confers authority to vote for all of the six persons listed as candidates for a 
position on the Board of Directors even though the block in Item 1 is not marked unless the names of one or more candidates are lined out. If any 
other business is presented at the meeting, the Proxy shall be voted in accordance with the recommendations of the Board of Directors.  

   
July 20, 2007  
   

      
  By order of the Board of Directors  
  
  Martin C. Cunningham  

Chief Executive Officer  

20 



 
HUDSON HOLDING CORPORATION  

   
THIS PROXY IS BEING SOLICITED ON BEHALF OF THE BOAR D OF DIRECTORS  

   
The undersigned hereby appoint(s) Martin C. Cunningham and Keith R. Knox with the power of substitution and re-

substitution to vote any and all shares of capital stock of Hudson Holding Corporation (the “Company”) which the undersigned would 
be entitled to vote as fully as the undersigned could do if personally present at the Annual Meeting of the Company, to be held on 
August 14, 2007, at 10:00 A.M. local time, and at any adjournments thereof, hereby revoking any prior proxies to vote said stock, upon 
the following items more fully described in the notice of any proxy statement for the Annual Meeting (receipt of which is hereby 
acknowledged):  
   

   

   
Martin C. Cunningham, Keith R. Knox, Mark Leventhal , Peter J. Zugschwert, Joanne V. Landau and Carmine V. Chiusano.  
   

   

   

   

1. ELECTION OF DIRECTORS  

  VOTE  
    
� FOR ALL nominees listed below EXCEPT as marked to the contrary below  
    
� WITHHOLD AUTHORITY to vote for ALL nominees listed below (INSTRUCTION: To withhold authority to vote 

for any individual nominee strike a line through the nominee’s name below.)  

2. TO APPROVE THE INCENTIVE PLAN PROPOSAL  

  For the adoption of the 2007 Long-Term Incentive Plan pursuant to which Hudson will reserve 10,000,000 shares of 
common stock for issuance pursuant to the Plan. 

�    FOR  �   AGAINST  �   ABSTAIN  



   
THIS PROXY WILL BE VOTED AS SPECIFIED ABOVE; UNLESS  OTHERWISE INDICATED, THIS PROXY WILL BE 

VOTED FOR THE ELECTION OF THE SIX (6) NOMINEES NAME D IN ITEM 1 AND FOR THE ADOPTION OF THE LONG-
TERM INCENTIVE PLAN IN ITEM 2.  
   

In their discretion, the Proxies are authorized to vote upon such other business as may properly come before the meeting.  
   

Please mark, sign date and return this Proxy promptly using the accompanying postage pre-paid envelope. THIS PROXY IS 
SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF HU DSON HOLDING CORPORATION.  
   
   

   
   

Please sign exactly as the name appears on your stock certificate. When shares of capital stock are held by joint tenants, both 
should sign. When signing as attorney, executor, administrator, trustee, guardian, or corporate officer, please include full title as such. If 
the shares of capital stock are owned by a corporation, sign in the full corporate name by an authorized officer. If the shares of capital 
stock are owned by a partnership, sign in the name of the partnership by an authorized officer.  
   

PLEASE MARK, DATE, SIGN AND RETURN THIS PROXY PROMP TLY  
IN THE ENCLOSED ENVELOPE  

 

  

Dated:___________________________________  
   
 
   
_________________________________________  
Signature  
   
 
   
_________________________________________  
Signature if jointly owned:  
   

 
   
_________________________________________  
Print name:  



   
   
   
   
   
   
   

EXHIBIT A  
   

HUDSON HOLDING CORPORATION  
2007 LONG-TERM INCENTIVE COMPENSATION PLAN  

   
ARTICLE I  

   
PURPOSE  

   
Section 1.1 Purpose. This 2007 Long-Term Incentive Compensation Plan (the “Plan”) is established by Hudson Holding Corporation, a 

Delaware corporation (the “Company”), to create incentives which are designed to motivate Participants to put forth maximum effort toward the 
success and growth of the Company and to enable the Company to attract and retain experienced individuals who by their position, ability and 
diligence are able to make important contributions to the Company’s success. Toward these objectives, the Plan provides for the grant of 
Options, Restricted Stock Awards, Stock Appreciation Rights (“SARs”), Performance Units and Performance Bonuses to Eligible Employees 
and the grant of Nonqualified Stock Options, Restricted Stock Awards, SARs and Performance Units to Consultants and Eligible Directors, 
subject to the conditions set forth in the Plan.  
   

Section 1.2 Establishment. The Plan is effective as of June 28, 2007 and for a period of ten years thereafter. The Plan shall continue in 
effect until all matters relating to the payment of Awards and administration of the Plan have been settled. The Plan is subject to approval by the 
Company’s stockholders in accordance with applicable law which approval must occur within the period ending twelve months after the date the 
Plan is adopted by the Board. Pending such approval by the stockholders, Awards under the Plan may be granted, but no such Awards may be 
exercised prior to receipt of stockholder approval. In the event stockholder approval is not obtained within a twelve-month period, all Awards 
granted shall be void.  
   

Section 1.3 Shares Subject to the Plan . Subject to the limitations set forth in the Plan, Awards may be made under this Plan for a total 
of 10,000,000 shares of the Company’s common stock, par value $.001 per share (the “Common Stock”).  
   

ARTICLE II  
   

DEFINITIONS  
   

Section 2.1 “Account ” means the recordkeeping account established by the Company to which will be credited an Award of 
Performance Units to a Participant.  
   

Section 2.2 “Affiliated Entity” means any corporation, partnership, limited liability company or other form of legal entity in which a 
majority of the partnership or other similar interest thereof is owned or controlled, directly or indirectly, by the Company or one or more of its 
Subsidiaries or Affiliated Entities or a combination thereof. For purposes hereof, the Company, a Subsidiary or an Affiliated Entity shall be 
deemed to have a majority ownership interest in a partnership or limited liability company if the Company, such Subsidiary or Affiliated Entity 
shall be allocated a majority of partnership or limited liability company gains or losses or shall be or control a managing director or a general 
partner of such partnership or limited liability company.  
   

Section 2.3 “Award” means, individually or collectively, any Option, Restricted Stock Award, SAR, Performance Unit or Performance 
Bonus granted under the Plan to an Eligible Employee by the Board or any Nonqualified Stock Option, Performance Unit SAR or Restricted 
Stock Award granted under the Plan to a Consultant or an Eligible Director by the Board pursuant to such terms, conditions, restrictions, and/or 
limitations, if any, as the Board may establish by the Award Agreement or otherwise.  
   

Section 2.4 “Award Agreement” means any written instrument that establishes the terms, conditions, restrictions, and/or limitations 
applicable to an Award in addition to those established by this Plan and by the Board’s exercise of its administrative powers.  
   

Section 2.5 “Board” means the Board of Directors of the Company and, if the Board has appointed a Committee as provided in Section 
3.1, the term “Board” shall include such Committee.  
   



Section 2.6 Intentionally deleted  
   

  Section 2.7 “Code” means the Internal Revenue Code of 1986, as amended. References in the Plan to any section of the Code shall be 
deemed to include any amendments or successor provisions to such section and any regulations under such section.  
   



   
Section 2.8 “Committee” means the Committee appointed by the Board as provided in Section 3.1.  

   
Section 2.9 “Common Stock” means the common stock, par value $.001 per share, of the Company, and after substitution, such other 

stock as shall be substituted therefore as provided in Article X.  
   

Section 2.10 “Consultant” means any person who is engaged by the Company, a Subsidiary or an Affiliated Entity to render consulting 
or advisory services.  
   

Section 2.11 “Date of Grant” means the date on which the grant of an Award is authorized by the Board or such later date as may be 
specified by the Board in such authorization.  
   

Section 2.12 “Disability” means the Participant is unable to continue employment by reason of any medically determinable physical or 
mental impairment which can be expected to result in death or can be expected to last for a continuous period of not less than 12 months. For 
purposes of this Plan, the determination of Disability shall be made in the sole and absolute discretion of the Board.  
   

Section 2.13 “Eligible Employee” means any employee of the Company, a Subsidiary, or an Affiliated Entity as approved by the Board. 
   

Section 2.14 “Eligible Director” means any member of the Board who is not an employee of the Company, a Subsidiary or an 
Affiliated Entity.  
   

Section 2.15 “Exchange Act” means the Securities Exchange Act of 1934, as amended.  
   

Section 2.16 “Fair Market Value” means (A) during such time as the Common Stock is registered under Section 12 of the Exchange 
Act, the closing price of the Common Stock as reported by an established stock exchange or automated quotation system on the day for which 
such value is to be determined, or, if no sale of the Common Stock shall have been made on any such stock exchange or automated quotation 
system that day, on the next preceding day on which there was a sale of such Common Stock, or (B) during any such time as the Common Stock 
is not listed upon an established stock exchange or automated quotation system, the mean between dealer “bid” and “ask” prices of the Common 
Stock in the over-the-counter market on the day for which such value is to be determined, as reported by the National Association of Securities 
Dealers, Inc., or (C) during any such time as the Common Stock cannot be valued pursuant to (A) or (B) above, the fair market value shall be as 
determined by the Board considering all relevant information including, by example and not by limitation, the services of an independent 
appraiser.  
   

Section 2.17 “Incentive Stock Option” means an Option within the meaning of Section 422 of the Code.  
   

Section 2.18 “Nonqualified Stock Option” means an Option which is not an Incentive Stock Option.  
   

Section 2.19 “Option” means an Award granted under Article V of the Plan and includes both Nonqualified Stock Options and 
Incentive Stock Options to purchase shares of Common Stock.  
   

Section 2.20 “Participant” means an Eligible Employee, a Consultant or an Eligible Director to whom an Award has been granted by 
the Board under the Plan.  
   

Section 2.21 “Performance Bonus” means the cash bonus which may be granted to Eligible Employees under Article IX of the Plan.  
   

Section 2.22 “Performance Units” means those monetary units that may be granted to Eligible Employees, Consultants or Eligible 
Directors pursuant to Article VIII hereof.  
   

Section 2.23 “Plan” means this Hudson Holding Corporation 2007 Long-Term Incentive Compensation Plan.  
   

Section 2.24 “Restricted Stock Award” means an Award granted to an Eligible Employee, Consultant or Eligible Director under Article 
VI of the Plan.  
   

Section 2.25 “Retirement” means the termination of an Eligible Employee’s employment with the Company, a Subsidiary or an 
Affiliated Entity on or after attaining age 65.  
   

Section 2.26 “SAR” means a stock appreciation right granted to an Eligible Employee, Consultant or Eligible Director under Article VII 
of the Plan.  
   



Section 2.27 “Subsidiary” shall have the same meaning set forth in Section 424 of the Code.  
   



   
ARTICLE III  

   
ADMINISTRATION  

   
Section 3.1 Administration of the Plan by the Board. The Board shall administer the Plan. The Board may, by resolution, appoint the 

Compensation Committee to administer the Plan and delegate its powers described under this Section 3.1 and otherwise under the Plan for 
purposes of Awards granted to Eligible Employees and Consultants.  
   

Subject to the provisions of the Plan, the Board shall have exclusive power to:  
   

(a) Select Eligible Employees and Consultants to participate in the Plan.  
   

(b) Determine the time or times when Awards will be made to Eligible Employees or Consultants.  
   

(c) Determine the form of an Award, whether an Incentive Stock Option, Nonqualified Stock Option, Restricted Stock Award, SAR, 
Performance Unit, or Performance Bonus, the number of shares of Common Stock or Performance Units subject to the Award, the amount and 
all the terms, conditions (including performance requirements), restrictions and/or limitations, if any, of an Award, including the time and 
conditions of exercise or vesting, and the terms of any Award Agreement, which may include the waiver or amendment of prior terms and 
conditions or acceleration or early vesting or payment of an Award under certain circumstances determined by the Board.  
   

(d) Determine whether Awards will be granted singly or in combination.  
   

(e) Accelerate the vesting, exercise or payment of an Award or the performance period of an Award.  
   

(f) Determine whether and to what extent a Performance Bonus may be deferred, either automatically or at the election of the 
Participant or the Board.  
   

(g) Take any and all other action it deems necessary or advisable for the proper operation or administration of the Plan.  
   

Section 3.2 Administration of Grants to Eligible Directors. The Board shall have the exclusive power to select Eligible Directors to 
participate in the Plan and to determine the number of Nonqualified Stock Options, Performance Units, SARs or shares of Restricted Stock 
awarded to Eligible Directors selected for participation. If the Board appoints a committee to administer the Plan, it may delegate to the 
committee administration of all other aspects of the Awards made to Eligible Directors.  
   

Section 3.3 Board to Make Rules and Interpret Plan. The Board in its sole discretion shall have the authority, subject to the provisions 
of the Plan, to establish, adopt, or revise such rules and regulations and to make all such determinations relating to the Plan, as it may deem 
necessary or advisable for the administration of the Plan. The Board’s interpretation of the Plan or any Awards and all decisions and 
determinations by the Board with respect to the Plan shall be final, binding, and conclusive on all parties.  
   

Section 3.4 Section 162(m) Provisions. The Company intends for the Plan and the Awards made there under to qualify for the exception 
from Section 162(m) of the Code for “qualified performance based compensation” if it is determined by the Board that such qualification is 
necessary for an Award. Accordingly, the Board shall make determinations as to performance targets and all other applicable provisions of the 
Plan as necessary in order for the Plan and Awards made there under to satisfy the requirements of Section 162(m) of the Code.  
   

ARTICLE IV  
   

GRANT OF AWARDS  
   

Section 4.1 Grant of Awards. Awards granted under this Plan shall be subject to the following conditions:  
   

(a) Any shares of Common Stock related to Awards which terminate by expiration, forfeiture, cancellation or otherwise without the 
issuance of shares of Common Stock or are exchanged in the Board’s discretion for Awards not involving Common Stock, shall be available 
again for grant under the Plan and shall not be counted against the shares authorized under Section 1.3.  
   

(b) Common Stock delivered by the Company in payment of an Award authorized under Articles V and VI of the Plan may be 
authorized and unissued Common Stock or Common Stock held in the treasury of the Company.  
   

(c) The Board shall, in its sole discretion, determine the manner in which fractional shares arising under this Plan shall be treated.  



   



   
(d) Separate certificates or a book-entry registration representing Common Stock shall be delivered to a Participant upon the exercise of 

any Option.  
   

(e) The Board shall be prohibited from canceling, reissuing or modifying Awards if such action will have the effect of repricing the 
Participant’s Award.  
   

(f) Eligible Directors may only be granted Nonqualified Stock Options, Restricted Stock Awards, SARs or Performance Units under 
this Plan.  
   

(g) The maximum term of any Award shall be ten years.  
   

ARTICLE V  
   

STOCK OPTIONS  
   

Section 5.1 Grant of Options. The Board may, from time to time, subject to the provisions of the Plan and such other terms and 
conditions as it may determine, grant Options to Eligible Employees. These Options may be Incentive Stock Options or Nonqualified Stock 
Options, or a combination of both. The Board may, subject to the provisions of the Plan and such other terms and conditions as it may determine, 
grant Nonqualified Stock Options to Eligible Directors and Consultants. Each grant of an Option shall be evidenced by an Award Agreement 
executed by the Company and the Participant, and shall contain such terms and conditions and be in such form as the Board may from time to 
time approve, subject to the requirements of Section 5.2.  
   

Section 5.2 Conditions of Options. Each Option so granted shall be subject to the following conditions:  
   

(a) Exercise Price. As limited by Section 5.2(e) below, each Option shall state the exercise price which shall be set by the Board at the 
Date of Grant; provided, however, no Option shall be granted at an exercise price which is less than the Fair Market Value of the Common Stock 
on the Date of Grant.  
   

(b) Form of Payment. The exercise price of an Option may be paid (i) in cash or by check, bank draft or money order payable to the 
order of the Company; (ii) by delivering shares of Common Stock having a Fair Market Value on the date of payment equal to the amount of the 
exercise price, but only to the extent such exercise of an Option would not result in an adverse accounting charge to the Company for financial 
accounting purposes with respect to the shares used to pay the exercise price unless otherwise determined by the Board; or (iii) a combination of 
the foregoing. In addition to the foregoing, the Board may permit an Option granted under the Plan to be exercised by a broker-dealer acting on 
behalf of a Participant through procedures approved by the Board.  
   

(c) Exercise of Options. Options granted under the Plan shall be exercisable, in whole or in such installments and at such times, and 
shall expire at such time, as shall be provided by the Board in the Award Agreement. Exercise of an Option requires (1) written notice to the 
Secretary of the Company stating the election to exercise in the form and manner determined by the Board; and (2) payment of the exercise price 
and all applicable withholding taxes.  
   

(d) Other Terms and Conditions. Among other conditions that may be imposed by the Board, if deemed appropriate, are those relating 
to (i) the period or periods and the conditions of exercisability of any Option; (ii) the minimum periods during which Participants must be 
employed by the Company, its Subsidiaries, or an Affiliated Entity, or must hold Options before they may be exercised; (iii) the minimum 
periods during which shares acquired upon exercise must be held before sale or transfer shall be permitted; (iv) conditions under which such 
Options or shares may be subject to forfeiture; (v) the frequency of exercise or the minimum or maximum number of shares that may be acquired 
at any one time; (vi) the achievement by the Company of specified performance criteria; and (vii) non-compete and protection of business 
matters.  
   

(e) Special Restrictions Relating to Incentive Stock Options. Options issued in the form of Incentive Stock Options shall only be 
granted to Eligible Employees of the Company or a Subsidiary, and not to Eligible Employees of an Affiliated Entity unless such entity shall be 
considered as a “disregarded entity” under the Code and shall not be distinguished for federal tax purposes from the Company or the applicable 
Subsidiary.  
   

(f) Application of Funds. The proceeds received by the Company from the sale of Common Stock pursuant to Options will be used for 
general corporate purposes.  
   

(g) Stockholder Rights. No Participant shall have a right as a stockholder with respect to any share of Common Stock subject to an 
Option prior to purchase of such shares of Common Stock by exercise of the Option.  



   



   
ARTICLE VI  

   
RESTRICTED STOCK AWARDS  

   
Section 6.1 Grant of Restricted Stock Awards. The Board may, from time to time, subject to the provisions of the Plan and such other 

terms and conditions as it may determine, grant a Restricted Stock Award to Eligible Employees, Consultants or Eligible Directors. Restricted 
Stock Awards shall be awarded in such number and at such times during the term of the Plan as the Board shall determine. Each Restricted Stock 
Award shall be subject to an Award Agreement setting forth the terms of such Restricted Stock Award and may be evidenced in such manner as 
the Board deems appropriate, including, without limitation, a book-entry registration or issuance of a stock certificate or certificates.  
   

Section 6.2 Conditions of Restricted Stock Awards. The grant of a Restricted Stock Award shall be subject to the following:  
   

(a) Restriction Period. Restricted Stock Awards granted to an Eligible Employee shall require the holder to remain in the employment 
of the Company, a Subsidiary, or an Affiliated Entity for a prescribed period. Restricted Stock Awards granted to Consultants or Eligible 
Directors shall require the holder to provide continued services to the Company for a period of time. These employment and service 
requirements are collectively referred to as a “Restriction Period”. The Board or the Committee, as the case may be, shall determine the 
Restriction Period or Periods which shall apply to the shares of Common Stock covered by each Restricted Stock Award or portion thereof. In 
addition to any time vesting conditions determined by the Board or the Committee, as the case may be, Restricted Stock Awards may be subject 
to the achievement by the Company of specified performance criteria based upon the Company’s achievement of all or any of the operational, 
financial or stock performance criteria set forth on Exhibit A annexed hereto, as may from time to time be established by the Board or the 
Committee, as the case may be. At the end of the Restriction Period, assuming the fulfillment of any other specified vesting conditions, the 
restrictions imposed by the Board or the Committee, as the case may be shall lapse with respect to the shares of Common Stock covered by the 
Restricted Stock Award or portion thereof. The Board or the Committee, as the case may be, may, in its discretion, accelerate the vesting of a 
Restricted Stock Award in the case of the death, Disability or Retirement of the Participant who is an Eligible Employee or resignation of a 
Participant who is a Consultants or an Eligible Director.  
   

(b) Restrictions. The holder of a Restricted Stock Award may not sell, transfer, pledge, exchange, hypothecate, or otherwise dispose of 
the shares of Common Stock represented by the Restricted Stock Award during the applicable Restriction Period. The Board shall impose such 
other restrictions and conditions on any shares of Common Stock covered by a Restricted Stock Award as it may deem advisable including, 
without limitation, restrictions under applicable Federal or state securities laws, and may legend the certificates representing Restricted Stock to 
give appropriate notice of such restrictions.  
   

(c) Rights as Stockholders. During any Restriction Period, the Board may, in its discretion, grant to the holder of a Restricted Stock 
Award all or any of the rights of a stockholder with respect to the shares, including, but not by way of limitation, the right to vote such shares 
and to receive dividends. If any dividends or other distributions are paid in shares of Common Stock, all such shares shall be subject to the same 
restrictions on transferability as the shares of Restricted Stock with respect to which they were paid.  
   

ARTICLE VII  
   

STOCK APPRECIATION RIGHTS  
   

Section 7.1 Grant of SARs. The Board may from time to time, in its sole discretion, subject to the provisions of the Plan and subject to 
other terms and conditions as the Board may determine, grant a SAR to any Eligible Employee, Consultant or Eligible Director. SARs may be 
granted in tandem with an Option, in which event, the Participant has the right to elect to exercise either the SAR or the Option. Upon the 
Participant’s election to exercise one of these Awards, the other tandem Award is automatically terminated. SARs may also be granted as an 
independent Award separate from an Option. Each grant of a SAR shall be evidenced by an Award Agreement executed by the Company and the 
Participant and shall contain such terms and conditions and be in such form as the Board may from time to time approve, subject to the 
requirements of the Plan. The exercise price of the SAR shall not be less than the Fair Market Value of a share of Common Stock on the Date of 
Grant of the SAR.  
   

Section 7.2 Exercise and Payment. SARs granted under the Plan shall be exercisable in whole or in installments and at such times as 
shall be provided by the Board in the Award Agreement. Exercise of a SAR shall be by written notice to the Secretary of the Company. The 
amount payable with respect to each SAR shall be equal in value to the excess, if any, of the Fair Market Value of a share of Common Stock on 
the exercise date over the exercise price of the SAR. Payment of amounts attributable to a SAR shall be made in shares of Common Stock.  
   



   
Section 7.3 Restrictions. In the event a SAR is granted in tandem with an Incentive Stock Option, the Board shall subject the SAR to 

restrictions necessary to ensure satisfaction of the requirements under Section 422 of the Code. In the case of a SAR granted in tandem with an 
Incentive Stock Option to an Eligible Employee who owns more than 10% of the combined voting power of the Company or its Subsidiaries on 
the date of such grant, the amount payable with respect to each SAR shall be equal in value to the applicable percentage of the excess, if any, of 
the Fair Market Value of a share of Common Stock on the Exercise date over the exercise price of the SAR, which exercise price shall not be 
less than 110% of the Fair Market Value of a share of Common Stock on the date the SAR is granted.  
   

ARTICLE VIII  
   

PERFORMANCE UNITS  
   

Section 8.1 Grant of Awards. The Board may, from time to time, subject to the provisions of the Plan and such other terms and 
conditions as it may determine, grant Performance Units to Eligible Employees, Consultants and Eligible Directors. Each Award of Performance 
Units shall be evidenced by an Award Agreement executed by the Company and the Participant, and shall contain such terms and conditions and 
be in such form as the Board may from time to time approve, subject to the requirements of Section 8.2.  
   

Section 8.2 Conditions of Awards. Each Award of Performance Units shall be subject to the following conditions:  
   

(a) Establishment of Award Terms. Each Award shall state the target, maximum and minimum value of each Performance Unit payable 
upon the achievement of performance goals.  
   

(b) Achievement of Performance Goals. The Board shall establish performance targets for each Award for a period of no less than a 
year based upon some or all of the operational, financial or performance criteria listed in Exhibit A attached. The Board shall also establish such 
other terms and conditions as it deems appropriate to such Award. The Award may be paid out in cash or Common Stock as determined in the 
sole discretion of the Board.  
   

ARTICLE IX  
   

PERFORMANCE BONUS  
   

Section 9.1 Grant of Performance Bonus. The Board may from time to time, subject to the provisions of the Plan and such other terms 
and conditions as the Board may determine, grant a Performance Bonus to certain Eligible Employees selected for participation. The Board will 
determine the amount that may be earned as a Performance Bonus in any period of one year or more upon the achievement of a performance 
target established by the Board. The Board shall select the applicable performance target(s) for each period in which a Performance Bonus is 
awarded. The performance target shall be based upon all or some of the operational, financial or performance criteria more specifically listed in 
Exhibit A attached.  
   

Section 9.2 Payment of Performance Bonus. In order for any Participant to be entitled to payment of a Performance Bonus, the 
applicable performance target(s) established by the Board must first be obtained or exceeded. Payment of a Performance Bonus shall be made 
within 60 days of the Board’s certification that the performance target(s) has been achieved unless the Participant has previously elected to defer 
payment pursuant to a nonqualified deferred compensation plan adopted by the Company. Payment of a Performance Bonus may be made in 
either cash or Common Stock as determined in the sole discretion of the Board.  
   

ARTICLE X  
   

STOCK ADJUSTMENTS  
   

In the event that the shares of Common Stock, as constituted on the effective date of the Plan, shall be changed into or exchanged for a 
different number or kind of shares of stock or other securities of the Company or of another corporation (whether by reason of merger, 
consolidation, recapitalization, reclassification, stock split, spin-off, combination of shares or otherwise), or if the number of such shares of 
Common Stock shall be increased through the payment of a stock dividend, or a dividend on the shares of Common Stock, or if rights or 
warrants to purchase securities of the Company shall be issued to holders of all outstanding Common Stock, then there shall be substituted for or 
added to each share available under and subject to the Plan, and each share theretofore appropriated under the Plan, the number and kind of 
shares of stock or other securities into which each outstanding share of Common Stock shall be so changed or for which each such share shall be 
exchanged or to which each such share shall be entitled, as the case may be, on a fair and equivalent basis in accordance with the applicable 
provisions of Section 424 of the Code; provided, however, with respect to Options, in no such event will such adjustment result in a modification 
of any Option as defined in Section 424(h) of the Code. In the event there shall be any other change in the number or kind of the outstanding 
shares of Common Stock, or any stock or other securities into which the Common Stock shall have been changed or for which it shall have been 



exchanged, then if the Board shall, in its sole discretion, determine that such change equitably requires an adjustment in the shares 
available under and subject to the Plan, or in any Award, theretofore granted, such adjustments shall be made in accordance with such 
determination, except that no adjustment of the number of shares of Common Stock available under the Plan or to which any Award relates that 
would otherwise be required shall be made unless and until such adjustment either by itself or with other adjustments not previously made would 
require an increase or decrease of at least 1% in the number of shares of Common Stock available under the Plan or to which any Award relates 
immediately prior to the making of such adjustment (the “Minimum Adjustment”). Any adjustment representing a change of less than such 
minimum amount shall be carried forward and made as soon as such adjustment together with other adjustments required by this Article X and 
not previously made would result in a Minimum Adjustment. Notwithstanding the foregoing, any adjustment required by this Article X which 
otherwise would not result in a Minimum Adjustment shall be made with respect to shares of Common Stock relating to any Award immediately 
prior to exercise, payment or settlement of such Award. No fractional shares of Common Stock or units of other securities shall be issued 
pursuant to any such adjustment, and any fractions resulting from any such adjustment shall be eliminated in each case by rounding downward to 
the nearest whole share.  
   



   
ARTICLE XI  

   
GENERAL  

   
Section 11.1 Amendment or Termination of Plan. The Board may alter, suspend or terminate the Plan at any time provided, however, 

that it may not, without stockholder approval, adopt any amendment which would (i) increase the aggregate number of shares of Common Stock 
available under the Plan (except by operation of Article X), (ii) materially modify the requirements as to eligibility for participation in the Plan, 
or (iii) materially increase the benefits to Participants provided by the Plan.  
   

Section 11.2 Termination of Employment; Termination of Service. If an Eligible Employee’s employment with the Company, a 
Subsidiary or an Affiliated Entity terminates as a result of death, Disability or Retirement, the Eligible Employee (or personal representative in 
the case of death) shall be entitled to purchase all or any part of the shares subject to any vested Options and SAR’s for a period of up to three 
months from such date of termination (one year in the case of death or Disability (as defined above) in lieu of the three-month period). If an 
Eligible Employee’s employment terminates due to the resignation of the Employee or is terminated by the Company for cause, then any 
Options or SAR’s shall terminate on the date of resignation or termination. If an Eligible Employee’s employment terminates for any other 
reason, the Eligible Employee shall be entitled to purchase all or any part of the shares subject to any vested Options and SAR’s for a period of 
up to two months from such date of termination. In no event shall any Options and SAR’s be exercisable past their expiration date. The Board 
may, in its sole discretion, accelerate the vesting of unvested Options and SAR’s in the event of termination of employment of any Participant.  
   

In the event a Consultant ceases to provide services to the Company or an Eligible Director terminates service as a director of the 
Company, the unvested portion of any Award shall be forfeited unless otherwise accelerated pursuant to the terms of the Eligible Director’s 
Award Agreement or by the Board. The Consultant or Eligible Director’s Nonqualified Stock Options and SAR’s which are otherwise vested 
and exercisable on his date of termination of service shall continue to be exercisable until their expiration date.  
   

All other benefits under this plan that have not been earned or performance goals that have not been reached on the date that 
employment has been terminated or services terminated, for whatever reason shall terminate on the date the employment or services with the 
Company is terminated.  
   

Section 11.3 Limited Transferability - Options. The Board may, in its discretion, authorize all or a portion of the Nonqualified Stock 
Options granted under this Plan to be on terms which permit transfer by the Participant to (i) the ex-spouse of the Participant pursuant to the 
terms of a domestic relations order, (ii) the spouse, children or grandchildren of the Participant (“Immediate Family Members”), (iii) a trust or 
trusts for the exclusive benefit of such Immediate Family Members, or (iv) a partnership or limited liability company in which such Immediate 
Family Members are the only partners or members. In addition, there may be no consideration for any such transfer. The Award Agreement 
pursuant to which such Nonqualified Stock Options are granted expressly provide for transferability in a manner consistent with this paragraph. 
Subsequent transfers of transferred Nonqualified Stock Options shall be prohibited except as set forth below in this Section 11.3. Following 
transfer, any such Nonqualified Stock Options shall continue to be subject to the same terms and conditions as were applicable immediately prior 
to transfer, provided that for purposes of Section 11.2 hereof the term “Participant” shall be deemed to refer to the transferee. The events of 
termination of employment of Section 11.2 hereof shall continue to be applied with respect to the original Participant, following which the 
Nonqualified Stock Options shall be exercisable by the transferee only to the extent, and for the periods specified in Section 11.2 hereof. No 
transfer pursuant to this Section 11.3 shall be effective to bind the Company unless the Company shall have been furnished with written notice of 
such transfer together with such other documents regarding the transfer as the Board shall request. With the exception of a transfer in compliance 
with the foregoing provisions of this Section 11.3, all other types of Awards authorized under this Plan shall be transferable only by will or the 
laws of descent and distribution; however, no such transfer shall be effective to bind the Company unless the Board has been furnished with 
written notice of such transfer and an authenticated copy of the will and/or such other evidence as the Board may deem necessary to establish the 
validity of the transfer and the acceptance by the transferee of the terms and conditions of such Award.  
   

Section 11.4 Withholding Taxes. Unless otherwise paid by the Participant, the Company, its Subsidiaries or any of its Affiliated Entities 
shall be entitled to deduct from any payment under the Plan, regardless of the form of such payment, the amount of all applicable income and 
employment taxes required by law to be withheld with respect to such payment or may require the Participant to pay to it such tax prior to and as 
a condition of the making of such payment. In accordance with any applicable administrative guidelines it establishes, the Board may allow a 
Participant to pay the amount of taxes required by law to be withheld from an Award by (i) directing the Company to withhold from any 
payment of the Award a number of shares of Common Stock having a Fair Market Value on the date of payment equal to the amount of the 
required withholding taxes or (ii) delivering to the Company previously owned shares of Common Stock having a Fair Market Value on the date 
of payment equal to the amount of the required withholding taxes. However, any payment made by the Participant pursuant to either of the 
foregoing clauses (i) or (ii) shall not be permitted if it would result in an adverse accounting charge with respect to such shares used to pay such 
taxes unless otherwise approved by the Board.  
   





   
Section 11.5 Intentionally deleted.  

   
Section 11.6 Amendments to Awards. Subject to the limitations of Article IV, such as the prohibition on repricing of Options, the Board 

may at any time unilaterally amend the terms of any Award Agreement, whether or not presently exercisable or vested, to the extent it deems 
appropriate. However, amendments which are adverse to the Participant shall require the Participant’s consent.  
   

Section 11.7 Registration; Regulatory Approval. Following approval of the Plan by the stockholders of the Company as provided in 
Section 1.2 of the Plan, the Board, in its sole discretion, may determine to file with the Securities and Exchange Commission and keep 
continuously effective, a Registration Statement on Form S-8 with respect to shares of Common Stock subject to Awards hereunder. 
Notwithstanding anything contained in this Plan to the contrary, the Company shall have no obligation to issue shares of Common Stock under 
this Plan prior to the obtaining of any approval from, or satisfaction of any waiting period or other condition imposed by, any governmental 
agency which the Board shall, in its sole discretion, determine to be necessary or advisable.  
   

Section 11.8 Right to Continued Employment. Participation in the Plan shall not give any Eligible Employee any right to remain in the 
employ of the Company, any Subsidiary, or any Affiliated Entity. The Company or, in the case of employment with a Subsidiary or an Affiliated 
Entity, the Subsidiary or Affiliated Entity reserves the right to terminate any Eligible Employee at any time. Further, the adoption of this Plan 
shall not be deemed to give any Eligible Employee or any other individual any right to be selected as a Participant or to be granted an Award.  
   

Section 11.9 Reliance on Reports. Each member of the Board and each member of the Compensation Committee shall be fully justified 
in relying or acting in good faith upon any report made by the independent public accountants of the Company and its Subsidiaries and upon any 
other information furnished in connection with the Plan by any person or persons other than himself or herself. In no event shall any person who 
is or shall have been a member of the Board be liable for any determination made or other action taken or any omission to act in reliance upon 
any such report or information or for any action taken, including the furnishing of information, or failure to act, if in good faith.  
   

Section 11.10 Construction. Masculine pronouns and other words of masculine gender shall refer to both men and women. The titles 
and headings of the sections in the Plan are for the convenience of reference only, and in the event of any conflict, the text of the Plan, rather 
than such titles or headings, shall control.  
   

Section 11.11 Governing Law. The Plan shall be governed by and construed in accordance with the laws of the State of Delaware 
except as superseded by applicable Federal law.  
   

Section 11.12 Other Laws. The Board may refuse to issue or transfer any shares of Common Stock or other consideration under an 
Award if, acting in its sole discretion, it determines that the issuance or transfer of such shares or such other consideration might violate any 
applicable law or regulation or entitle the Company to recover the same under Section 16(b) of the Exchange Act, and any payment tendered to 
the Company by a Participant, other holder or beneficiary in connection with the exercise of such Award shall be promptly refunded to the 
relevant Participant, holder or beneficiary.  
   

Section 11.13 No Trust or Fund Created. Neither the Plan nor an Award shall create or be construed to create a trust or separate fund of 
any kind or a fiduciary relationship between the Company and a Participant or any other person. To the extent that a Participant acquires the 
right to receive payments from the Company pursuant to an Award, such right shall be no greater than the right of any general unsecured creditor 
of the Company.  
   

Section 11.14 Conformance to Section 409A of the Code To the extent that the Committee determines that any Award granted under the 
Plan is subject to Section 409A of the Code, the Award Agreement evidencing such Award shall incorporate the terms and conditions required 
by Section 409A of the Code. To the extent applicable, the Plan and Award Agreements shall be interpreted in accordance with Section 409A of 
the Code and Department of Treasury regulations and other interpretive guidance issued thereunder, including without limitation any such 
regulations or other guidance that may be issued after the Effective Date. Notwithstanding any provision of the Plan to the contrary, in the event 
that the Committee determines that any Award may be subject to Section 409A of the Code and related Department of Treasury guidance, the 
Committee may adopt such amendments to the Plan and the applicable Award Agreement or adopt other policies and procedures (including 
amendments, policies and procedures with retroactive effect), or take any other actions, that the Committee determines are necessary or 
appropriate to (i) exempt the Award from Section 409A of the Code or (ii) comply with the requirements of Section 409A of the Code and 
related Department of Treasury guidance.  

   



   
EXHIBIT A  

   
2007 Long-Term Incentive Compensation Plan  

Performance Criteria  
   

Operational Criteria may include:  
Reserve additions/replacements  
Finding & development costs  
Production volume  
Production Costs  
Financial Criteria may include:  
Earnings(net income, earnings before interest, taxes, depreciation and amortization (“EBITDA”)  
Earnings per share:  
Cash flow  
Operating income  
General and Administrative Expenses  
Debt to equity ratio  
Debt to cash flow  
Debt to EBITDA  
EBITDA to Interest  
Return on Assets  
Return on Equity  
Return on Invested Capital  
Profit returns/margins  
Midstream margins  
Stock Performance Criteria:  
Stock price appreciation  
Total stockholder return  
Relative stock price performance  
   

   




