


























Hudson Technologies, Inc. (“HTI1$ a hardware and software technology division ofilsbn Holdings Corporation. HTI creates and des
software to enhance the trading environment of ldndSecurities and to meet customers needs for mimtd services. To date, HTI |
created applications that advance the base furadtiprof Brass, a Sungard Order Management Sysitdma.profit and loss system develo
by HTI is a tool for equities sales traders of HudsSecurities which on a nightly basis calculatémtwthey have earned based on -
customer order flow. The system also creates a gement report, as well as several other custonpant®to enhance the value of Hud
Securities to its clients. To the extent that thesgrams may be useful for other brokerage fifdiE, may sell or license these program
others.

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

Future Products and Services

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

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

Market makers'main customers are retail brokers and institutitirag require order executions for varieties of ktodrom widely trade
issues, like those of S&P 500 and NASDAQ 100 corgsrto less liquid securities such as NASDAQ S+@alp, Bulletin Board, and Pi
Sheet stocks.

While offering liquidity across a broad range obakts to both institutional and retail brokeragetomeers, Hudson intends to focus
resources on increasing the firm’'s market shaie laiidity provider to retail brokerage firms aad specializing in less liquid issues.

Management believes that retail oréetry firms are being neglected in the increasiompetition among market makers for institutic
customers, offering the firm an opportunity to i&se its presence in that segment. Meanwhile cplatly as large competitors decrease
commitment to the market making business in lightrecent “lean years,lucrative retail brokerage customers may be intedesr
investigating alternative relationships, presentihglson with an opportunity to attract such cust@mBy establishing a large pool of re
orders, management believes that the firm willudiiely be better positioned to attract buy-sidéturtsonal firms in search of liquidity.

By focusing on less liquid stocks, the firm avosisne of the fiercest competition among market nsked other liquidity providers such
Electronic Crossing/Communication Networks (EEN’At the same time, Hudson provides a less aiailservice, finding a firm willing 1
fill an order for littleknown pink sheet stocks. However, trading lessdigssues exposes firms to greater price volatditg thus greater ris
There is less investor interest in trading suchustes, but the wider spreads have greater ppafiential. Hudson trades many of the r
active NASDAQ National Market stocks, and by fooigsbn smaller issues management hopes to appesthibbrokers in need of liquidi
while maximizing the firm’s profit potential.
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Industry Analysis

Historically, a handful of market makers have acted for most of the shares traded. Retail brokard institutions prefer to ha
relationships with (and communication links to) mdhan one marketiaker. This engenders competition among market reakeducing
them to offer fast executions, favorable pricegnpent for order flow, liquidity, research, convemée, and trustworthiness.

Industry Participants

Over the last several years there has been a cap&blidation in the market making industry, asgldinancial corporations that entered
business near the height of the market in the18890's subsequently scaled back, as the market (anithgradlumes and profits) retreat
While 200+ “market makerddre currently registered to trade bulletin boaottlss*, we believe that many choose to register asket maketr
for technical reasons, and only a handful of thiases (including Hudson) actively compete to filtders from retail brokerstustomers
Historically, two of the largest market makers, ¢mi Equity Markets and UBS Securities, dominaterttegket, accounting for a majority
NASDAQ, OTC Bulletin Board and Pink Sheet volur

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

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

Many of our competitors have greater financialhtécal and personnel resources than Hudson. We etnwaith over 200 market make
and specifically with Knight Trading Group and UB®curities, two of the largest market makers. Quilitya to continue to compete wi
other market makers will depend on our financigotgces, trading ability, and our ability to prawvidther complementary services to
clients.

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

In addition to growing its market making businefise firm also intends to enter other (related) bess lines, as discussed be
Management believes that entering other relateihbsses will help reduce earnings fluctuationsadidition, management hopes that
introduction of related business lines will help firm to attract new customers to its market mglinsiness. The firm intends to pursue
organic growth and acquisitions to meet this gaihough there can be no assurance that manageritiemieet these goals.

Furthermore, management is considering buildingtailrbrokerage business driven by independens saf@esentatives. The firm would o
brokerage business necessities (office spacengadid clearing systems, statement generatiomtail brokers who prefer not to work in

industry rules). With such a division, in addititmadding a potentially profitable business, Hudemuld effectively create a new custol
for its market making services.

Government Regulation

The securities industry in the United States igextttio extensive regulation under both federal state laws. The Company is registered
broker-dealer with the SEC and certain state seesifdlivisions. Much of the regulation of brokeatis has been delegated to seffulate!
organizations, principally the NASD, Nasdag andamal securities exchanges. These seffulatory organizations adopt rules (subje:
approval by the SEC) that govern the industry aondoct regular and periodic examinations of ourragens. Securities firms are a
subject to regulation by state securities admiaists in those states in which they conduct busiriBise Company is also subject to overs
by the U.S. Department of Labor in connection waitit benefit plans.

Significant legislation, rulenaking and market structure changes have occurved the last five years that have had an impacthe
Company. First, decimalization was introduced inutaty 2001 in NYSE and AMEX listed securities, amdNasdag markets in April 20(
Decimalization, combined with the openny minimum price increment, has had a dramaticiction in average spreads, which in turn
had a profound effect on our profitability. Secomad, 2002 Nasdaq launched SuperMontage, a Nasdaingoand execution syste
SuperMontage transformed Nasdaq from a quote-drivarket to a full-ordedriven market as quotes and orders are treatesktne. Unde
SuperMontage, market makers and ECNs are ableote shding interest at five different price leveddipwing investors to see individual ¢
aggregated interest across all market participantbe National Best Bid or Offer (“NBBO'g§nd four additional layers above or below
NBBO. Third, the introduction of SuperMontage, whiis not used by all market participants, and ti@dase in trading of Nasc-listec
securities by other exchanges has created makgméntation. This lack of linkage between markeiters has resulted in an increas
locked and crossed markets, fragmented liquiditylpand different market centers using differens s# regulatory rules and regulatic
Fourth, the U.S. Patriot Act of 2001, enacted spmnse to the terrorist attacks on September 11,2tbntains antinoney laundering ai
financial transparency laws and mandates the imghéation of various new regulations applicable tokbrdealers and other financ
services companies, including standards for verifydlient identification at account opening, antigations to monitor client transactions i
report suspicious activities. The increased obiligat of financial institutions to identify their stomers, watch for and report suspic
transactions, respond to requests for informatipmegulatory authorities and law enforcement ages)cand to share information with ot
financial institutions, requires the implementatammd maintenance of internal practices, procedamescontrols which will increase our cc
and may subject us to regulatory inquiries, clamngpenalties. Lastly, the Sarban@sley Act of 2002 has led to sweeping change
corporate governance. This far reaching legislahias significantly affected public companies by ating provisions covering corpori
governance, board of directors and audit comm#taecture, management and control structure, nealatiure requirements, oversight of
accounting profession and auditor independence.SHf@ also responded by, among other things, reguaiief executive officers and cf
financial officers of public companies to certifyetaccuracy of certain financial reports and o8&C€ filings.

16




The regulatory environment in which we operateuisject to constant change. Our business, finacoiadlition and operating results may
adversely affected as a result of new or revisgislion or regulations imposed by the U.S. Cosgreghe SEC, other U.S. and s
governmental regulatory authorities, or the NASir ®usiness, financial condition and operating lissaiso may be adversely affectec
changes in the interpretation or enforcement dtag laws and rules by these governmental autbsrit

Additional regulation, changes in existing laws aulkds, or changes in interpretations or enforcaroéexisting laws and rules often direc
affect the method of operation and profitabilityregulated broker-dealers.

The NASD and Net Capital Requirements

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

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

Additionally, the Company is subject to periodioutine finance and operations reviews by the NA&Df eind state securities divisions
should be noted that the Company has a disciplireargrd with the NASD and fines have been levieairsg} the Company for violations tl
occurred during the tenure of the prior managem@iten the NASDS policy of progressive disciplinary actions, thisor record coul
adversely impact the Company if we are cited fadi@shal violations. On May 5, 2006, the NASD ledi@a fine of $72,500 against
Company related to examinations and reviews coedutdtiring the 2003 and 2004 calendar years.

Employees

As of December 31, 2006, we employed 83 individualisthe 83 employees, 6 are in management, 3édrading, 30 are in sales, 2 ar
compliance, 7 are in technology and 4 are in adstriaion. We believe that our relations with oupéogees are good. None of our employ
are represented by a union or any collective banggiagreement.

Corporate Information

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

Our corporate headquarters are located in 26,8varsdfeet of office space at 111 Pavonia Avenudeirsey City, New Jersey, wh
incorporates a state-of-tlat trading floor with 140 trading stations thatsaabandoned by a competitor. This lease expir@sigust 30, 201
and our initial monthly base rent is $33,594. Wdéelve that our new headquarters space is more &d@guate to support our exisl
business, plus any intermediate term business sigrar\We also lease space at 525 Washington Bledsgy City, New Jersey (11,737 sq
feet of office space) at a monthly rent of $34,48BHis lease expires in November 30, 2007. In aolditive maintain trading and sales offi
in Tinton Falls, New Jersey and Boca Raton, Floridar offices include a total of 176 trading stas0140 at headquarters in New Jerse'
in Tinton Falls and 20 in Florida.

Legal Proceedings

The Company has been named as a defendant in saaittiions relating to its activities as a bro#lealer including civil actions a
arbitration. From time to time, the Company is dalved in proceedings and investigations by-seffulatory organizations. Although -
ultimate outcome of these matters involving the @any cannot be predicted with certainty, managerbelives it has meritorious defen
to all such actions and intends to defend eacheaxfe actions vigorously. Although there can bessoii@nces that such matters will not he
material adverse effect on the results of operatmrfinancial condition of the Company in any fetperiod, depending in part on the res
for such period, in the opinion of the Companyhanagement the ultimate resolution of such astagainst the Company will have
material adverse effect on the Company's finaru@atition.

USE OF PROCEEDS

We will not receive any of the proceeds from thie dithe shares of common stock by the sellingldtolders. If and when all of tl
warrants held by the selling stockholders are aged; we will receive the proceeds from the exeroisthose warrants. If these warrants are
exercised in full, we may receive up to $3,361,180ich we intend to use for working capital andestgeneral corporate purposes.

SELLING STOCKHOLDER S

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

All proceeds of this offering will be received biet selling stockholders for their own account. Waynneceive proceeds
connection with the exercise of the warrants, theeulying shares associated with which may, in,tbesold by the selling stockholders.
used in this prospectus, the term “selling stocttedlincludes the selling stockholders listed below Hreldr transferees, assignees, pledc
donees or other successors.

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

Beneficial ownership is determined in accordancth Rule 13d3 promulgated by the Securities and Exchange Cosionisan:
generally includes voting or investment power witspect to securities. In computing the numberhafas beneficially owned by the hol
and the percentage ownership of the holder, stereemmon stock issuable upon conversion of the aoid upon exercise of the war
held by the holder that are currently convertiblewe exercisable within 60 days after the datinetable are deemed outstanding.
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The percent of beneficial ownership for the sellitgckholder is based on 36,725,185 shares of canstozk outstanding as of
date hereof. Shares of common stock subject toamtsy options and other convertible securities #inatcurrently exercisable or exercisi
within 60 days of the date hereof, are considenatdtanding and beneficially owned by a selling kkmider who holds those warrat
options or other convertible securities for thepgmse of computing the percentage ownership ofgllling stockholder but are not treate:
outstanding for the purpose of computing the paegaownership of any other stockholder.

The following table sets forth information as oétliate regarding beneficial ownership of our commsimck by each of the selli
stockholders before and immediately after the offerActual ownership of the shares is subjecixereise of the warrants.

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

After the date of effectiveness of the registrastatement of which this prospectus is a parts#iing stockholders may have solt
transferred, in transactions covered by this progeor in transactions exempt from the registrateguirements of the Securities Act, s
or all of its common stock. Information about tledling stockholders may change over time.

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

Harold Altman

Joshua Altman & Eli Katz

Baxter Capital Management LLC (Pat
Gozzo, President)

Jonathan Blaustein

Jack Eizikovitz

Leeor Farshad Farhadian

Nasser Dan Farhadi:

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

Benjamin Katz & Eli Katz

Daniel Katz & Eli Katz

Eli Katz

Talia Katz & Eli Katz

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

Patrick McBrien

Meadowbrook Opportunity Fund LLC
(Michael Ragins, Manager)

Ronald Pasterns
Harry Strulovici, MD

Number of
Shares of
common
stock, not
including

shares
issuable on
conversion
of
warrants,

Beneficially

Owned
125,00(
166,66

50,00(
166,66
333,33¢
125,00(
125,001

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

708,33:
126,00(

833,33:

750,00(
50,00(

Number of
Shares
Representel
by
warrants,
Beneficially
Owned
62,50(
83,33

25,00(
83,33¢
166,66
62,50(
62,50(

208,33!
74,99(
41,667
41,667

208,33¢
41,667

354,16°
62,50(

416,66

375,00(
25,00(

Total
Number of
Shares of

common

stock

Beneficially
Owned

187,50(
250,00:

75,00(
250,00:
500,00:
187,50(
187,501

625,00!
224.,97(
125,00:
125,00:
625,00:
125,00:

1,062,50.
188,50(

1,250,00:

1,125,00!
75,00(
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Percentage
Benefically
Owned

before the Stockholder

Offering

*

3.4%
%
3.1

*

Number of
Shares to
be Offered
for the
Account of
the Selling

1)
187,50(
250,00:

75,00(
250,00:
500,00:
187,50(
187,50(

625,00!
224.,97(
125,00:
125,00:
625,00:
125,00:

1,062,50:
187,50(

1,250,00:

1,125,001
75,00(

Number of
Shares to
be Owned
after this
Offering

Percentage
to be
Beneficially
Owned
after this
Offering




South Ferry #2 LP (Morris Wolfson,

Portfolio Manager) (2) 2,250,000 1,125,000 3,375,00! 8.5% 3,375,00! -0- -0-
Robert I. Turner 142,00( 71,00( 213,00( * 213,00( -0- -0-
David Weisberg 100,00( 50,00( 150,00( S 150,00( -0- -0-
Aaron Wolfson 250,00( 125,00( 375,00( 1% 375,00( -0- -0-
Eric M. Zachs 250,00 125,00( 375,00( 1% 375,00( -0- -0-
Scott E. Zelnick 125,00( 62,50( 187,50( * 187,50 -0- -0-

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

None of the Selling Shareholders, other than Mndtb Pasternak and Mr. David Weisberg, has oremptst three years has had any pos
office or material relationship with Hudson or aowyour predecessors or affiliates. Mr. Pasterndkxscutive Vice President and Heac
Sales at Hudson Securities, Inc. Mr. Weisberg becamegistered salesperson at Hudson Securitiesnldanuary, 2007.

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

(2) Their address is One State Street Plaza P®or New York, New York 10004Aaron Wolfson and Abraham Wolfson are the Get
Partners of South Ferry #2 LP, however, all ofwbeng and dispositive power over South Ferrys#2ortfolio has been delegated by
general partners to Morris Wolfson, its portfolicamager. Aaron Wolfson, Abraham Wolfson and Morriglfgbn each disclai
beneficial ownership over the shares owned by Sbathy #2 LP.

The selling stockholders and we are not making rpyesentation that any shares covered by the @ctsp will or will not b

offered for sale or resale. The selling stockhadesserve the right to accept or reject, in whaléngart, any proposed sale of shares.
shares offered by this prospectus may be offerd fime to time by the selling stockholder namedvab.
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PLAN OF DISTRIBUTION

Selling stockholders may offer and sell, from titoetime, the shares of our common stock coveredhksyprospectus. The te
selling stockholders includes donees, pledgeessfieeees or other successorshterest selling securities received after the d#tehis
prospectus from a selling stockholder as a gifidge, partnership distribution or other reaie related transfer. The selling stockholdert
act independently of us in making decisions withpezt to the timing, manner and size of each &d&es may be made on one or n
exchanges or in the over-tibeunter market or otherwise, at prices and undengehen prevailing or at prices related to thentherren
market price or in negotiated transactions. Théngektockholders may sell their securities by awmemore of, or a combination of, 1
following methods:

. purchases by a broker-dealer as principal andedsathe broker-dealer for its own account purstaitis prospectus;
. ordinary brokerage transactions and transactiomgioh the broker solicits purchasers;
. block trades in which the brokeealer so engaged will attempt to sell the seesritis agent but may position and res

portion of the block as principal to facilitate ttransaction;

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

. in put or call option transactions relating to fares;

. in privately negotiated transactions; and

. in options, swaps or derivatives transactions.

The selling stockholders may effect these transastby selling shares directly to purchasers artthrough brokedealers, whic
may act as agents or principals. These brdlealers may receive compensation in the form afodists, concessions or commissions fron
selling stockholders and/or the purchasers of shfarewhom such brokettealers may act as agents or to whom they selliasifals, or bot
(which compensation as to a particular brottealer might be in excess of customary commissiditg} selling stockholders have advise
that they have not entered into any agreementseratahdings or arrangements with any underwritetsrakerdealers regarding the sale
their securities.

To the extent required, we may amend or supplersifprospectus to describe a specific plan ofribigion. In connection wil
distributions of the securities or otherwise, tl#lisg stockholders may enter into hedging trarieastwith brokerdealers or other financ
institutions. In connection with those transactiobnsokerdealers or other financial institutions may engagshort sales of shares of
common stock in the course of hedging the posittbiey assume with selling stockholders. The selfitagkholders may also sell share
our common stock short and redeliver the securitieslose out their short positions. The sellingckholders may also enter into optior
other transactions with broker-dealers or othearfirial institutions that require the delivery te throkereealer or other financial institution
securities offered by this prospectus, which sdiesrihe brokedealer or other financial institution may reselfguant to this prospectus,
supplemented or amended to reflect the transacliba.selling stockholders may also loan or pledgmusties to a brokedealer or othe
financial institution, and, upon a default, the kmordealer or other financial institution, may affeates of the loaned or pledged secur
pursuant to this prospectus, as supplemented andedeo reflect the transaction.
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The selling stockholders may also sell shares uiide 144 under the Securities Act, if availablather than under tt
prospectus. In effecting sales, broker-dealerggent engaged by the selling stockholders may geréor other brokedealers to participal
Brokerdealers or agents may receive commissions, dissoomiconcessions from the selling stockholders nrounts to be negotiat
immediately prior to the sale.

In offering the securities covered by this prospsgcthe selling stockholders and any brotealers who execute sales for the se
stockholders may be treated as “underwritevghin the meaning of the Securities Act in conmatiwith sales. Any profits realized by
selling stockholders and the compensation of aniéardealer may be treated as underwriting disantl commissions.

The selling stockholders and any other person qpatiing in a distribution will be subject to thecsirities Exchange Act of 19
(Exchange Act). The Exchange Act rules includehuuit limitation, Regulation M, which may limit thening of purchases and sales of
of the securities by the selling stockholders atiteioparticipating persons. In addition, Regulatidrmay restrict the ability of any pers
engaged in the distribution of the securities tgagye in marketnaking activities with respect to the particulacigity being distributed for
period of up to five business days prior to the smncement of the distribution. This may affect tharketability of the securities and
ability of any person or entity to engage in manketking activities with respect to the securitiee Wave informed the selling stockholc
that the antimanipulation rules of the SEC, including Regulatdnpromulgated under the Exchange Act, may applyhtor sales in tt
market.

We will make copies of this prospectus availablahe selling stockholders for the purpose of syitisf the prospectus delive
requirements of the Securities Act. The sellingckhmlders may indemnify any brokdealer that participates in transactions involvihe
sale of the securities against certain liabilitiegjuding liabilities arising under the Securitidst. We have agreed to indemnify the sel
stockholders and the selling stockholders haveeagte indemnify us against certain liabilities wnoection with the offering of the shau
including liabilities arising under the Securitist.

At the time a particular offer of securities is readf required, a prospectus supplement will berithisted that will set forth tf
number of securities being offered and the ternth@bffering, including the name of any underwritiealer or agent, the purchase price
by any underwriter, any discount, commission arteoftem constituting compensation, any discounmmission or concession allowec
re-allowed or paid to any dealer, and the propesdlthg price to the public.

We are paying all expenses and fees in connectitinthe registration of the shares. The sellingldbolders will bear all brokera
or underwriting discounts or commissions paid tokler-dealers in connection with the sale of thearss.
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DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTRO L PERSONS

The following table sets forth information regamglithe members of our board of directors and oucebee officers.

Name Age Position

Martin C. Cunningham a7 Chairman of the Board of Directors and
Chief Executive Officer

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

Joanne V. Landau 51 Director

Carmine V. Chiusano 65 Director

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

Martin Cunningham has been a director of Hudson and has served @ig$ Executive Officer since 2004. From Augus02intil joining
Hudson, Mr. Cunningham was an employee of Wien &@es} Inc. From February 2003 until August 2088, Cunningham was Presidi
of Wien Securities, Inc. From 1996 to December 2002 Cunningham was Senior Vice President and H#faquity Trading at Schwi
Capital Markets (formerly Mayer & Schweitzer).

Keith Knox has been a director of Hudson and has served Bseigident since 2004. From January 2003 untiljgitiudson, Mr. Knox we
a Vice President of Wien Securities, Inc. From 188December 2002, Mr. Knox was a trader with Sdh@apital Markets (formerly May
& Schweitzer).

Mark Leventhal has been a director of Hudson and has served &xdtsutive Vice President since 2004. From Jan@868 until joining
Hudson, Mr. Leventhal was a Vice President of Wsecurities, Inc. From 1989 to December 2002, Mrdnghal was manager of NASD/
Trading at Schwab Capital Markets (formerly MayeG&hweitzer).

Peter J. Zugschwert served as President of the Company from Decembf@f #ough May 2005 and CEO of the Company fromt&epe
1997 to May 2005. Prior to joining the Companyweas the Senior Vice President of Operations foaBaFinancial, Inc. since June 1995.

Joanne V. Landau has been a Director since May 2006. Ms. Landalbbes the President of Kurtsam Realty Corp. sin€32Brom 2000 {
2002, she was Senior Vice President, Head of $iat®darketing and Communications with Zurich Scudde Deutsche Ass
Management/Investments and from 1990 to 1999, Madhu was with The Citibank Private Bank/Investraeatsubsidiary of Citigroup,
last as Vice President, Head of Global Marketind @mmunications.

Carmine V. Chiusano has been a Director since May 2006. From 1968 €2 20r. Chiusano was was employed by Schwab Calgitaket:
(formerly Mayer & Schweitzer), most recently as BeVice President, Chief Operating Officer.
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All directors hold office until the next annual ntieg of stockholders and the election and qualiftzaof their successors. Three of our
directors are considered “independent” under th€’SEBew independence standards. Officers are electedally by the board of direct
and serve at the discretion of the board.

There are no family relationships among our dinectnd executive officers. No director or executifiécer has been a director or execu
officer of any business which has filed a bankrypgetition or had a bankruptcy petition filed agsiit. No director or executive officer t
been convicted of a criminal offense or is the sabpf a pending criminal proceeding. No directoexecutive officer has been the subje:
any order, judgment or decree of any court perminentemporarily enjoining, barring, suspendingotherwise limiting his involvement
any type of business, securities or banking a@witNo director or officer has been found by artdéo have violated a federal or st
securities or commodities law.

None of our directors or executive officers or theispective immediate family members or affiliatesndebted to us. As of the date of
filing, there is no material proceeding to whiclyai our directors, executive officers or affiliates a party or has a material interest ad»
to us.

Board Committees
Our board of directors has three standing comnsitte@ssist it with its responsibilities. These adttees are described below.

The Audit Committee , which was established in May 2006, is compriselélg of directors who satisfy the SEC and AmericGtocl
Exchange audit committee membership requiremestgjoverned by a boampproved charter, which contains, among other #irtlye
committees membership requirements and responsibilities.alltit committee oversees our accounting, finanejbrting process, interr
controls and audits, and consults with managemedtthe independent registered public accounting fithe “independent auditors")
among other items, matters related to the annuit, abe quarterly financial statements and thdiagfion of United States generally accej
accounting principles. As part of its duties, thulia committee appoints, evaluates and retainsiralependent auditors. It maintains di
responsibility for the compensation, terminationd aoversight of our independent auditors and evakighe independent audit
qualifications, performance and independence. Tdrengittee also monitors compliance with our polictes ethical business practices
reports on these items to the board. The audit deerhas established policies and procedureshiopteapproval of all services provid
by the independent auditors. Our audit committesomaprised of Ms. Landau and Messrs. ZugschwertGridsano, and Mr. Zugschwer
the chairman of the committee.

The board has determined that Mr. Zugschwert, whieatly is a member of the board of directors eimairman of the audit committee, is
audit committee financial expert, as defined unttier Securities Exchange Act of 1934, as amended“@Rrchange Act”).In addition, th:
board has determined that Mr. Zugschwert is angaddent director as that term is defined in Ite)(B)(iv) of Schedule 14A under t
Exchange Act. The board made a qualitative assegsmh®Ir. Zugschwers level of knowledge and experience based on a auoftfactors
including his formal education, including an MBAHRinance, and experience as a Chief Financial &fficr more than ten years.
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The Compensation Committee, which was established in May 2006, is comprisetelg of independent directors, determines
compensation for our Chief Executive Officer; revieand approves corporate goals relevant to thepensation of our Chief Executi
Officer and evaluates our Chief Executive Offisegerformance in light of those goals and objestiveviews and approves objecti
relevant to other executive officer compensati@vjews and approves the compensation of other éxeanfficers in accordance with thc
objectives; advises our board regarding our st@tlon plans; approves severance arrangements hadagplicable agreements for exect
officers; and consults generally with managemeninatters concerning executive compensation andeosipn, savings and welfare ber
plans where board or stockholder action is contatedl with respect to the adoption of or amendmentsuch plans. The compensa
committee is governed by a Boaasigproved charter. Our compensation committee ispoged of Ms. Landau and Messrs. Zugschwer
Chiusano, and Mr. Chiusano is the chairman of tremittee.

The Nominating and Corporate Governance Committeewhich was established in May 2006, considers ankesi@aecommendations
matters related to the practices, policies and grtores of the board and takes a leadership ro#haping our corporate governance.
committee is governed by a Boaagproved charter. As part of its duties, the coremiissesses the size, structure and compositithre
board and board committees, coordinates evaluatidroard performance and reviews board compensafiba committee also acts a
screening and nominating committee for candidadesidered for election to the board. In this catyaticoncerns itself with the compositi

of the board with respect to depth of experienadare of professional interests, required expertisd other factors. The commi
evaluates prospective nominees identified on ita owtiative or referred to it by other board memdenanagement, stockholders or exte
sources and all self-nominated candidates. The d¢tie@uses the same criteria for evaluating candigdaominated by stockholders and self-
nominated candidates as it does for those propmgether board members, management and search n@sp®ur nominating committee
comprised of Ms. Landau and Messrs. ZugschweriGinidsano, and Ms. Landau is the chairman of thencitiee.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct andsEdbplying to our directors, officers and emplay€ehe Code is reasonably desic
to deter wrongdoing and promote (i) honest andcathtonduct, including the ethical handling of attar apparent conflicts of inter
between personal and professional relationshipsfull, fair, accurate, timely and understandablisclosure in reports and documents 1
with, or submitted to, the SEC and in other pubbenmunications made by us, (iii) compliance witiplagable governmental laws, rules i
regulations, (iv) the prompt internal reportingwidlations of the code to appropriate persons ifiedtin the code, and (v) accountability
adherence to the Code.
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Security Ownership of Certain Beneficial Owners
The following table sets forth information regamglithe number of shares of our common stock berdlficdwned on December 31, 2006 by:

« each person who is known by us to beneficially &6 or more of our common stock;
« each of our directors and executive officers; and
« all of our directors and executive officers, agaug.

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

Number of Percentage of
Shares Shares

Beneficially Beneficially
Name and Address of Beneficial Owner Owned @) Owned ®
Directors and Executive Officers:
Martin C. Cunningham 4,178,56! 11.4%
Keith R. Knox 4,178,56! 11.2%
Mark Leventhal 4,348,56! 11.8%
Peter J. Zugschwe® 224,35t S
Joanne V. Landa® 10,00( L
Carmine V. Chiusan® 10,00( L
All executive officers and directors as a groupéBsons) 12,950,05 35.2%
Other 5% or Greater Stockholders:
Kenneth D. Pasterné® 9,081,78! 24.1%
Steven L. Winkle(® 4,348,56! 11.8%
South Ferry #2 LK) 3,375,001 8.9%

» Less than 1% of outstanding shares.

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

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

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



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

(6) Includes 1,125,000 shares of common stock iBsugon exercise of warrants. Aaron Wolfson andaham Wolfson are the General
Partners of South Ferry #2 LP, however, all ofwbeng and dispositive power over South Ferry ##stfolio has been delegated to
Morris Wolfson, its portfolio manager. Aaron WolfsoAbraham Wolfson and Morris Wolfson each discl@emeficial ownership over
the shares owned by South Ferry #2 LP. The adéiveSouth Ferry #2 LP is One State Street Plazth B®or, New York, New York
10004.

Certain Relationships and Related Transactions

None.
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DESCRIPTION OF SECURITIES
General

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

Our authorized capital stock consists of 101,000,08hares, 100,000,000 shares of Common Stock an®,0@® shares of
Preferred Stock. As of December 31, 2006, these ®&8y725,185 shares of Common Stock issued anthnding and no Preferred Stock
issued and outstanding. These figures do not iechedurities to be issued pursuant to outstandargants or our Amended and Restated
2005 Stock Option Plan.

Common Stock

The holders of the Common Stock are entitled towate for each share held of record on all matatsnitted to a vote of stockholders.
Subject to preferences that may be applicable ymatstanding shares of preferred stock, the heldeCommon Stock are entitled to receive
ratably such dividends, if any, as may be declasethe board out of funds legally available therefo the event of the Company’s
liquidation, dissolution or winding up, the holda@fsCommon Stock are entitled to share ratablliassets remaining after payment of
liabilities and liquidation preferences of any datgling shares of preferred stock. Holders of Com®tmck have no preemptive rights or
rights to convert their Common Stock into any otbecurities. There are no redemption or sinkingl foprovisions applicable to the Common
Stock. All outstanding shares of Common Stock allg paid and non-assessable.

Preferred Stock

Our certificate of incorporation authorizes thauasce of up to 1,000,000 shares of blank checlepet stock, the rights, privileges and
preferences of which may be designated by our bofaditectors from time to time. Accordingly, oundrd of directors is empowered,

without stockholder approval, to issue preferretiswith dividend, liquidation, conversion, or othights that could adversely affect the
rights of our stockholders. These shares may hghsrwhich are senior to our common stock. Pretestock may be issued in the future in
connection with acquisitions, finances or such pthatters as our board of directors deems to beogppte. In the event that any such shares
of preferred stock shall be issued, a certificdtéasignation, setting forth the series of sucHasred stock and the relative rights, privileges
and designations with respect thereto, shall leel fiVith the Secretary of State of the State of Data. The effect of such preferred stock is
that our board of directors alone may authorizeigheance of preferred stock which could have ffeeeof making more difficult or
discouraging an attempt to obtain control of us®ans of a merger, tender offer, proxy contestloeraneans.

There are currently no plans, understandings angements for the sale or issuance of any sha@s @ireferred stock.
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Warrants We are Registering in this Prospectus

We have outstanding warrants to purchase an aggrefap to 7,122,774 shares of our Common stockdéts of the warrants ¢
entitled to standard antilution protection for splits, dividends, subdiwaiss, distributions, reclassifications and combora of our commc
stock.

Of the total warrants outstanding. 1,760,590 ohswarrants are exercisable at $1.05 per share7 £68 warrants are exercisabl
$.85 per share and 574,520 warrants are exerciadBl€0 per share. In this prospectus we aretegtig 3,954,329 of the warrants which
exercisable at $.85 per share. The warrants beumjigtered are exercisable through 2011 and muskéreised by the payment of cash, ex
if there is no effective registration statementering the resale of the shares of Common stock nyidg the warrants, in which case
holder may exercise their warrants on a cashlesis.b& portion of the individual holders of theseakfants are not entitled to exercise
such Warrant held by them, if such exercise wowaldse such holder to be deemed to beneficially owexcess of 5% of the outstanc
shares of our Common stock on the date of issuafsech shares.

Anti-Takeover Law

We are subject to Section 203 of the Delaware Gén€orporation Law, which restricts certain transats and busine
combinations between a corporation and an “intetestockholder” (as defined in Section 203) ownl&§6 or more of the corporatian’
outstanding voting stock, for a period of threergefiom the date the stockholder becomes an intstestockholder. Subject to cert
exceptions, unless the transaction is approvedéybbard of directors and the holders of at leastthirds of our outstanding voting stc
(excluding shares held by the interested stockinpl@ection 203 prohibits significant business sations such as a merger with, dispos
of assets to, or receipt of disproportionate finainbenefits by the interested stockholder, or ather transaction that would increase
interested stockholder’s proportionate ownershi@mf class or series of the corporat®stock. The statutory ban does not apply if, |
consummation of the transaction in which any petsecomes an interested stockholder, the interestattholder owns at least 85% of
outstanding voting stock of the corporation (exatgdshares held by persons who are both directuds#ficers or by certain employee st
plans).

Transfer Agent and Registrar

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

Our certificate of incorporation provides that@llr directors, officers, employees and agents sigaéintitled to be indemnified by
to the fullest extent permitted under the Delaw@emeral Corporation Law, provided that they actedaod faith and that they reasoned f
conduct or action was in, or not opposed to, the imeerest of our company.

Our Bylaws provide for indemnification of our oféics, directors and others who become a party tactian on our behalf by us
the fullest extent not prohibited under the Delaw@eneral Corporation Law. Further, we maintaifceffand director liability insurance.

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

The following discussion of results of operationsl dinancial condition is based upon, and shouldrbad in conjunction with, o
consolidated financial statements and accompangotgs thereto included elsewhere herein.

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

We had overall revenues of $20.2 million for fis@@l06 as compared to $21.2 million for fiscal 208&t trading gains declined to $1
million from $19.4 million during the prior fiscglear. However, the fourth quarter net trading gah$6.9 million represented the L
quarterly results during the last two fiscal years improvement from the $6.4 million generatedrduthe first quarter of fiscal 2005 and
$3.45.0 million levels generated during the interveniuarterly periods. The nature of our busineskas our quarterly net trading gains
be subject to substantial volatility as a resultr@rket conditions (prices and volume). Commisserenues increased to $2.5 million fr
$1.6 million during the prior fiscal year. A hedfyend execution team that was added during the skqaarter of fiscal 2005 was respons
for $0.8 million of the commission revenue increddewever, this team exited during the first quadgfiscal 2007 following the loss of
significant client and a recognition that primaribw-margin business remained. Consistent with lmusiness plan, wee in the process
recruiting an established institutional sales gradyich would generate additional commission revenadthough there can be no assur
that we will be successful in attracting such augro

Our cost structure consists of both variable cosish as commissions and clearing charges, and figsts, such as salaries and rel
(including payroll taxes and benefits), communimasi (quote, trading, order management and telecaoneation services), occupancy (re
electricity, maintenance and real estate taxeslepsmnal fees (attorneys and auditors), businesgldpment (travel, entertainment .
advertising) and other operating costs. From a @msgtion perspective, roughly half of our employamessalaried, while most of our trac
and salesperson receive revenue-based commissiorepts.

Despite the decrease in overall revenues tgrdncome increased to $1.3 million from $0.7 roil, as expenses decreased by $1.5 mi
primarily as a result of a $1.6 million decreasecammissions and clearing charges. Trader and psakesn commissions of $8.2 milli
(40.6% of revenues) in the current fiscal yearided compared to $9.5 million (45.1% of revenuesthie prior fiscal year, primarily becal
four employee shareholders are no longer compehsatea commissioned basis following the changeentrol. Clearance charges of ¢
million (5.6% of revenues) in the current fiscabyaleclined compared to $1.4 million (6.6% of raves) in the prior fiscal year, primai
due to ongoing negotiated rate reductions. Comnatinic costs, which remained relatively steady a6 $4illion in the current fiscal ye:
represent order management, stock quotation and sewices, in addition to telecommunications agtsvorking costs.

Net income increased to $783,825 from $447,914nduthe prior year. Income taxes increased to $089fdm $234,000, partially due to-

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

We had overall revenues of $15,454,887 for the nminaths ended December 31, 2006 as compared t6&2,905 for the nine months en
December 31, 2005. Net trading gains increased 306%5,470 from $10,482,732 during the same penidHe prior year, partially due to
increase in trading and sales personnel.

Commission revenues for the nine months ended DeeeBil, 2006 decreased to $1,699,352 from $2,082)8¢ing the same period |
year. A hedge fund execution team that was addedglthe first quarter of fiscal 2005 exited duritihg three months ended June 30, 2
generating negligible commission revenue duringrtime months ended December 31, 2006, followingldke of a significant client anc
recognition that primarily lownargin business remained. Recently, we added nstitutional sales personnel, whcih added incrent
commission revenues during the three months en@éeémber 31, 2006.

Our cost structure consists of both variable cosish as commissions and clearing charges, and figsts, such as salaries and rel
(including payroll taxes and benefits), communimasi (quote, trading, order management and telecaoncation services), occupancy (re
electricity, maintenance and real estate taxeslepsmnal fees (attorneys and auditors), businesgldpment (travel, entertainment .
advertising) and other operating costs. From a @msgtion perspective, roughly half of our employaessalaried, while most of our trac
and salespersons receive revenue-based commissiorepts.

Pre-tax income increased to $110,055 for the ninaths ended December 31, 2006, from atpreloss of $365,842 for the nine mor
ended December 31, 2005. Currently, investmentbeireg made in infrastructure (technology and spadech has increased our fixed ¢
base, but will enhance our future revenue geneyatapacity. The incremental profits associated Withincrease in the nine month revel
was greater that the increase in our fixed cost.bas

Commissions and clearing charges of $6,734,996%3f revenues) in the nine months ended Decembe2@®6 compare to $5,830,(
(46.3% of revenues) in the nine months ended Deeerdb, 2005, declined as a percentage of revemquiesarily because four employ
shareholders were still compensated on a commisdibasis during the three months ended June 3®, 20@r to the change-icentrol
Communication costs of $4,081,725 in the nine memthding December 31, 2006, increased as compar$d, 385,101, primarily due
increased usage of ECN's, which results in tramsadiased charges. Salaries and related costs incren$8@24,488 from $2,047,641 in
comparable nine months in the prior year, primadilye to salaries paid to four employee shareholderan incremental three months du
the current fiscal year, an increased IT commitmpluis costs associated with temporary workersadlgp our September 2006 headqua
move.

Net income increased to $8,184 for the nine moettted December 31, 2006, from a net loss of $303]jb4ing the same quarter last ye
The income tax provision increased to $101,871 feobenefit of $52,302 during the comparable pelastlyear.
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Liquidity and Capital Resources
Working Capital

During the past nine months, our working capitair{ent assets less current liabilities) improve®&14,662,737 at December 31, 2006 f
$6,305,309 at March 31, 2006, primarily as a resiuit recent private placement of common stockwagtants, with net proceeds $5,480,t
We have not declared and paid, nor do we expedettare and pay in the intermediate future, anyddivds on our common stock. Curl
assets include unrestricted cash, receivable friokeldealer (cash on deposit with our clearing brokeryketable securities and pref
income taxes. All liabilities, with the exceptiohdeferred taxes, are current liabilities.

We currently do not have any outstanding bank lwaimgs or longterm debt. Our requirement for funding is, and W@, driven by bot
working capital and regulatory net capital requiesnts associated with current operations, the emma@ant of our technology, softwi
development, and by potential future expansion ietated activities and possible acquisition oppuities. See Note G to the consolid:
condensed financial statements for the period emEmember 31, 2006, for additional details relatedegulatory net capital requiremel
While our operations have been profitable durincheaf the last three fiscal years, any significexppansion or acquisition opportunities r
still require additional subordinated debt or egjissuances in order to maintain the required Ewe¢lworking capital or net capital, des;
the proceeds realized from the recent private pi@ce. There can be no assurance that we will beesstul in attracting such funding
necessary.

Our new headquarters space was recently renovgteeelprevious occupants and will not require matexpenditures on our part, other t
certain telecommunications equipment which is bééaged over a two and a half year period with egage payments totaling approxima
$250,000. Hudson Technologies Inc. (“HTWas formed as a Delaware corporation on May 226 20@ was initially funded with $150,0!
which was supplemented by an additional $400,00@exuent to the recent private placement, in diml@ccommodate an initial expe
budget of approximately $25,000 per month. HTI dostill require additional funds during its devetognt stage. The purpose of HTI it
perform software development and technology sesyioeth for the Company and for customers.

Our cash position only increased by $434,024 td$73 during the nine months ended December 316, 24f€er decreasing by $121,18t
$173,916 during the nine months ended Decembe2(15. However, it should be noted that the $8,28Y #nd $4,866,550 receivable fr
broker-dealer balances at December 31, 2006 andhVviit, 2006, respectively, represents additionatisuon deposit with the Compasy’
clearing broker. A portion of these funds are regplito be on deposit in order to meet regulatoguirements.

Operating Activities

Net cash used by operating activities was $4,480¢k8ing the nine months ended December 31, 2008agly as a result of a $3,371,(
increase in the receivable from broldealer balances and a $1,050,218 change from amitax payable to an income tax receivable
cash provided by operating activities was $50,32¢nd the nine months ended December 31, 2005.

Investing Activitie:

Net cash used by investing activities was $566M®4ng the nine months ended December 31, 2006.uhge of cash included $188,
associated with the development of capitalizedwsn®, $153,034 associated with the purchase ofitfuen equipment and leaseh
improvements, plus $225,000 associated with annzatically renewable, fourteen month time deposhijcl collateralizes an outstand
letter of credit deposited with our new Jersey (Qitgw Jersey landlord as security. Net cash us@d/asting activities during the nine mor
ended December 31, 2005 was $171,515, which waslgrrelated to the purchase of furniture, equiptrend leasehold improvements.
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Financing Activities

Net cash provided by financing activities was $8,897 during the nine months ended December 316.2ls represents the proceeds,
issuance costs, from our recent private placen8=e.Note E[1] in the notes to the consolidated enseld financial statements for the pe
ended December 31, 2006 for additional detailgedlto the private placement.

Contractual Obligations

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

Payments due in

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

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

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

OFF BALANCE SHEET ARRANGEMENTS

On April 20, 2006, a financial institution issuede-year, automatically renewable, irrevocable53220 standby letter of credit, on our
behalf, to the landlord associated with our neviceffease as a security deposit. The Company igaibt to maintain the letter of credit until
sixty days after the August 30, 2012 expirationhef lease. The Company deposited $225,000 witfirthacial institution in the form of an
automatically renewable fourteen month time depasibrder to collateralize the letter of credits &f September 30, 2006, we had no other
off-balance sheet arrangements, as defined in 3@3c)(2) of SEC Regulation S-B.

Critical Accounting Policies

Hudson Holding Corporatios’ significant accounting policies, including thes@asptions and judgments underlying them, are mollg
described in our “Notes to Consolidated Financialte3nents”in the financial statements included herein. Soimeun accounting policie
require the application of significant judgmentrignagement in the preparation of the consolidatesh€ial statements, and as a result,
are subject to a greater degree of uncertaintyadplying these policies, management uses its judgrte determine the appropri
assumptions to be used in calculating estimatesaffect the reported amounts of assets, liabdljtevenues and expenses. Management
its estimates and assumptions on historical expegi@nd on various other factors that are beli¢wdak reasonable under the circumstal
Hudson Holding Corporation has identified certairit® accounting policies as being most importanbur consolidated financial conditi
and results of operations and which require managéeno make its most difficult and subjective judmnts, often as a result of the nee
make estimates of matters that are inherently samiceiHudson Holding Corporation’s critical accangtpolicies include the following:
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Basis of presentatio

The Company's historical balances of common stock additional paidn capital were adjusted retroactively to give effeo the share
issued in connection with the May 3, 2005 reversegar, while the historical retained earnings in@pearried forward.

Securities transactions

The Company records transactions in securitiedfadelated revenue and expenses on a trade-dase ba

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

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

Goodwill

The Company accounts for its goodwill in accordamdth Statement of Financial Accounting Standards M2, "Goodwill and Oth
Intangible Assets" ("SFAS No. 142"). The goodwillthe Company financial statements represents the excess dithe 30, 2004 purchz
price as compared to managemsrassessment of the fair value of the net assethgsed. Under SFAS No. 142, goodwill is not suhie
amortization, but rather an assessment, at leamtadly, of impairment is performed by applying ar faalue based test. As a result of
assessments, the Company has determined that mangp@irment needs to be recognized to date.

Income taxe

The Company accounts for income taxes in accordavitte the provisions of Statement of Financial Agoting Standards No. 1(
"Accounting for Income Taxes" ("SFAS No. 109"). SEAo. 109 requires that the Company recognize afdax liabilities and assets
the expected future tax consequences of eventhévat been included in the financial statementsoreturns. Under this method, defel
tax liabilities and assets are determined on tiséshid the difference between the tax basis oflites and assets and their respective final
reporting amounts (“temporary differences”) at éeddax rates in effect for the years in which teémporary differences are expecte
reverse. The Company records an estimated valuatiowance on its deferred income tax assets i mot more than likely that the
deferred income tax assets will be realized.

Prior to November 1, 2005, Hudson was taxed urtteiptovisions of Subchapter "S" of the Internal &mie Service Code ("Code") and
appropriate sections of the New Jersey CorporatnBas Tax Law. Under those provisions, Hudsonndidpay federal corporate inco
taxes on its taxable income and paid New Jersgyocate income taxes at a reduced rate. The stadddsolvere liable for individual fede
and state income taxes on their respective shatedompany's taxable income.

Recent Accounting Pronouncements

In July 2006, the FASB issued FASB InterpreiatiNo. 48, "Accounting for Uncertainty in Incorilexes -an interpretation of FAS
Statement No. 109" ("FIN 48"), which clarifiesettaccounting for uncertainty in tax positionBhis Interpretation requires that
Company recognize in its financial statemenk® inpact of a tax position, if that positionni®re likely than not of being sustained
audit, based on the technical merits of gusition. The provisions of FIN 48 are effective @& the beginning of the Company's 2
fiscal year, with the cumulative effect of the charnn accounting principle recorded as an adjustriiteapening retained earnings. Adop
of FIN 48 is not expected to have a material impacthe Company's consolidated financial positiesults of operations or cash flows.
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In September 2006, the FASB issued Statement @inEial Accounting Standard No. 157, “Fair Value Bl@@ments” (“SFAS 157" which
defines fair value, establishes a framework for sneag fair value in generally accepted accoungrigciples, and expands disclosures a
fair value measurements. Adoption is requiredfifgcal years beginning after November 15, 2007, iatekim periods within those fisc
years. Early adoption of SFAS 157 is encouragadoption of SFAS 157 is not expected to have a natémpact on the Compan
consolidated financial position, results of opemasi or cash flows.

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

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MA TTERS
Market for Common Equity
Our common stock has been listed and quoted o®1i& Bulletin Board under the symbdiDHL.OB since September 5, 2005,
prior to that date, our common stock traded undersymbol “HOMI”. All prices reflected herein habeen adjusted to reflect the 1-®r-

reverse split of our common stock that was effecteseptember 6, 2005. We estimate that we havexippately 280 holders of record
our common stock as of December 31, 2006.

The following table sets forth the high and lowesgprices for our common stock for the fiscal yesmded March 31, 2005 and 2006 and for
the three quarters ended December 31, 2006, adedpry the OTC Bulletin Board:

High Low

Fiscal Year 2005

First Quarter $ 057 $ 0.32
Second Quarter 0.4C 0.24
Third Quarter 2.8¢ 0.4C
Fourth Quarter 3.1z 1.2C
Fiscal Year 2006

First Quarter $ 20C $ 0.9¢
Second Quarter 1.44 0.9C
Third Quarter 1.0¢ 0.51
Fourth Quarter 1.7t 0.5z
Fiscal Year 2007

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

We have not declared or paid any cash dividendsuorommon stock and do not anticipate declaringaying any cash dividends in the

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

No prediction can be made as to the effect, if aingt future sales of shares of our common stodkemvailability of our commc
stock for future sale will have on the market prafeour common stock prevailing from timeioae. Sales of substantial amounts of
common stock in the public market could adverséflgcathe prevailing market price of our commoncéto

EQUITY COMPENSATION PLAN INFORMATION

Securities Authorized for Issuance under Equity Comensation Plans

Number of securities
remaining available
for future issuance

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

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

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

Summary Compensation Table [1]

Long-Term
Compensation
Annual Compensation Awards Payouts
Fiscal Securities
Year Underlying LTIP All Other
MIEa?::jrl]n??l Salary Bonus é):lggn(z&/) Payouts Compensation

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

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

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

Director Compensation

Directors were not compensated for their servicenduthe fiscal year ended March 31, 2006. On Audits 2006, the board
directors resolved that compensation for each efitldependent directors for the ensuing year wbelé$600 per month, plus immedial
vested five -year options to purchase 10,000 shafrédse Company common stock with an exercise price equal tontlaeket price of th
Company’s common stock on the August 15, 2006 gtatd.

Employment Agreements

The Compensation Committee of our board of directaave approved the terms of each of the employmgmements descrik
below. As of January 1, 2007, we entered into thpleyment agreements described below with eacheofdllowing persons.
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Martin Cunningham as our Chief Executive Officer. The agreement miesifor an initial term of five years, an annudasato Mr.
Cunningham of $200,000 and an annual bonus basadamula of 5% of the firng net profits before taxes, payable quarterly, joled tha
net profits in such fiscal quarter is equal to xeeeds $1,200,000. Our board of directors may asze¢he amount of the bonus. The agree
also provides for the executiweability to participate in our health insurancegram and a car allowance of $1,000 per monthhénetver
that Mr. Cunninghans employment is terminated, other than with goagseahe will receive any bonus payment due thrdugherminatiol
date, all remaining salary payments, plus certeath insurance benefits.

Keith Knox as our President. The agreement provides for &aliterm of five years, an annual salary to Mr.axrof $200,000 ar
an annual bonus, based on a formula of 4% of tine'dinet profits before taxes, payable quarterly, e that net profits in such fisi
quarter is equal to or exceeds $1,200,000. Ourdbofadirectors may increase the amount of the bofhbe agreement also provides for
executive's ability to participate in our healttsimance program and a car allowance of $1,000 merthmIn the event that Mr. Knox’
employment is terminated other than with good calisewill receive any bonus payment due throughéiisination date, all remaining sal
payments, plus certain health insurance benefits.

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

The financial statements as of March 31, 2006 anthe years ended March 31, 2006 and 2005 inclird#ds prospectus have bt
audited by Eisner LLP. as an independent registeudtic accounting firm, to the extent and for thexiods indicated in their report there
Such financial statements have been included sptospectus and the registration statement oftwihiis prospectus forms in reliance u
the report of Eisner LLP and upon the authoritgafl firm as experts in auditing and accounting.

AVAILABLE INFORMATION

We file annual, quarterly and special reports, prstatements and other information with the Seiasriand Exchange Commissi
You may read and copy any document we file at theission’s public reference rooms at 450 Fiftre&trN.W., Washington, D.C. 2054
You may obtain information on the operation of thgblic Reference Room by calling the SEC at 1-88BG-8330. We also make availa
free of charge our annual, quarterly and curreponts, proxy statements and other information ugguest. To request such materials, pl
contactMr. Keith Knox at Hudson Holding Corp, 111 Town Square Place, Suite5D0A, Jersey City, New Jersey 07310Additionally,
please note that we file our SEC reports electadlyic The SEC maintains an Internet site that dostaeports, proxy and informati
statements, and other information regarding isstieas file electronically with the SEC at http://wmsec.gov. Our Internet addres:
http://www.hhc.bz. Our website and the informatoamtained therein or connected thereto are notjaecated into this prospectus.

39




We have filed with the Commission a registraticstesnent (which contains this prospectus) on Forr2 3Bder the Securities #
relating to the common stock being offered pursuarhis prospectus. This prospectus does not coathof the information set forth in t
registration statement and the exhibits and sclesdol the registration statement. Please refdretadgistration statement and its exhibits
schedules for further information with respect amnd the common stock. Statements contained srptoispectus as to the contents of
contract or other document are not necessarily tetapnd, in each instance, we refer you to the odphat contract or document filed as
exhibit to the registration statement. You may read obtain a copy of the registration statemedtianexhibits and schedules from the SEC.

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

To the Board of Directors
Hudson Holding Corporation

We have audited the consolidated statement of ¢iahnondition of Hudson Holding Corporation andbsidiary (the "Company") as of
March 31, 2006 and the related consolidated statesé operations, changes in stockholders' equity cash flows for the years ended
March 31, 2006 and 2005. These financial statenaetshe responsibility of the Company's manageng@umt responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting pitesiused and significant estimates made by marnagfeas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

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

Eisner LLP

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

ASSETS
Cash $ 476,54¢
Receivable from broker-dealer 4,866,55I
Securities owned 3,735,39
Furniture, equipment and leasehold improvements, ne 175,56«
Deferred taxes 123,00(
Other assets 377,63(
Goodwill 1,111,117
$ __ 10.86586
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased $ 418,58t
Commissions payable 1,194,14.
Accrued expenses and other liabilities 578,92:
Income taxes payable 581,53«
Total liabilities 2,773,18
Commitments and contingencies (Notes | and K)
Stockholders' equity:
Preferred stock, $.001 par value, 1,000,000 starderized,

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

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

Total stockholders' equity 8,092,68:

S 10.86586

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

Revenues:
Trading gains, net
Commissions
Interest and other income

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

Income before income taxes
Provision for income taxes

Net income

Earnings per share - basic
Earnings per share - diluted

Weighted average number of shares outstandinge bas

Weighted average number of shares outstandingitedil

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

Pro forma net income

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

Year Ended March 31,

2006 2005
17,621,67 $ 19,412,00
2,539,73 1,646,68!
66,23¢ 103,68
20,227,64 21,162,38
2,746,98! 2,805,67!
9,327,59i 10,939,86
4,584,85 4,423,79.
522,77 563,08
551,84« 569,23:
390,38 383,84
850,37 794,96°
18,974,82. 20,480,46
1,252,82! 681,91
469,00( 234,00(
783,82! $ 447,91
0.04 $ 0.0z
0.04 $ 0.0z
21,910,06 18,332,66'
22,153,11 18,629,87
$ 681,91
383,00(
$ 298,91
$ 0.0z
$ 0.0z



See notes to consolidated financial statements
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HUDSON HOLDING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

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

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

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

value - - 8,83¢ - 8,83¢
Distributions to stockholders - - - (6,228,83)  (6,228,83)
Net income - - - 447,91 447,91
Balance - March 31, 2005 19,334,08. 19,33« 4,680,57 608,94¢ 5,308,85
Shares deemed issued in connection
with Health Outcomes Management,
Inc. merger 1,233,99. 1,23¢ (1,239 - -
Sale of common stock 6,581,78: 6,58- 1,993,41 - 2,000,00!I
Net income - - - 783,82! 783,82!
Balance - March 31, 2006 27,149,86' $ 27,15( $ 6,672,76. $ 1,392,77. $ 8,092,68;

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

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

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

Deferred rent

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

Accrued expenses and other liabilities
Income taxes payable
Deferred taxes

Net cash (used in) provided by operating activities

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

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

Net cash provided by (used in) financing activities

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

Cash - end of year

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

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

Year Ended March 31,

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

. 8,83¢
112,52: -
25,00 -
(15,960 46,37:

(2,143,141 6,210,27;
(679,70 649,80
30,45’ (142,97
(238,91) 8,282
(225,742 (810,105
286,96 (1,519,54)
(144,670 (311,549
559,11 (5,584)
(142,000 19,00(

(1,647,03) 4,699,07!
(171,518 (58,457)
2,000,001 1,305,45!

: (6,228,83)

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

- % 111117




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

The consolidated financial statements include tu@ants of Hudson Holding Corporation ("Holdingd)holding company, and its wholly
owned subsidiary Hudson Securities, Inc. ("Hudsoftyllectively the "Company"). Hudson (formerly &vii Securities Corp. ("Wien")) is a
registered brokedealer under the Securities Exchange Act of 1984isia member of the National Association of SdmsgiDealers, Inc. (tr
"NASD"). Hudson is a market maker specializing fovpding liquidity in less liquid, difficult to trde stocks. Hudson is an introducing broker
and clears all transactions through a clearingrirgdion on a fully disclosed basis. Accordinglyyds$on is exempt from rule 15¢3-3 of the
Securities Exchange Act of 1934. The Company hfisesfin New Jersey and Florida.

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

In May 2004 the Wien stockholders and the Tradimgu@ amended the agreement, which changed the 5##%nQo a 100% option. The
agreement, as amended, provided that upon theisg@icthe 100% option, the exercise price andéh@aining purchase price of the shares
of common stock of Wien to be paid by the Tradirrgup would be calculated based on a formula of ba@dke. Wien received NASD
approval for this transaction and on June 30, 2065 rading Group consummated the purchase of #ilecoutstanding shares of Wien's
common stock for a purchase price of approxime#@lt36,000. In conjunction with this 100% changewnership the former stockholders
took a distribution of approximately $1,580,000 aedeived all of the proceeds of the purchase pfibe transaction was treated for
accounting purposes as a purchase of Wien. Asu#t,rééien recorded goodwill of approximately $1,1000, which represents the excess of
the purchase price over the estimated fair valubehssets acquired and liabilities assumed. §ubksdy, on July 21, 2004 Wien formed a
wholly owned subsidiary named Hudson Capital Magkktc. ("HCMI"), which was organized in the stafeDelaware. HCMI was authoriz
to issue 30,000,000 shares of common stock witlr ag@lue of $.001 per share. On July 31, 2004, Wias merged into HCMI, with HCMI
becoming the survivor ("HCMI Merger") and the nawes changed to Hudson Securities, Inc. In conneetith this merger, the
stockholders of Wien received 83,333.33 sharesunfsidn for each share of Wien owned. Wien's histbdapital accounts were retroactively
adjusted to reflect the equivalent number of shesssed by HCMI in the HCMI Merger while Wien's toigcal retained earnings was carried
forward. Prior to November 1, 2004, Hudson elettedtment as a Subchapter S corporation for fed@@New Jersey income tax purposes.
Effective November 1, 2004, the Company is beiegtied as a C corporation.

In December 2004, Hudson entered into an AgreearahPlan of Merger (the "Agreement") with Healtht€mes Management, Inc.
("HOM"), a non-operating public company. On May2B05, under the terms of the Agreement, Hudsootkkblders exchanged all
10,967,000 shares of their common stock for 19(B8%post reverse-split shares of HOM common staoll, Hudson's warrantholders
exchanged 998,667 of their Hudson warrants witkancise price of $1.85 for 1,760,590 post revepdi-warrants to purchase HOM
common stock at $1.0494 per share (the "Exchan@e®.HOM shares that were issued represented 949@M's outstanding interest at the
time of this exchange. In connection with the Iefigain of this transaction, Hudson became a wholyed subsidiary of HOM. On
September 6, 2005, HOM changed its name to Hudsdditity Corporation and effectuated a one for eighierse stock split for all
stockholders of record as of the close of businaes3une 13, 2005. For financial reporting purpoesExchange represents a capital
transaction of Hudson or a "reverse merger" rdti@m a business combination. Accordingly, the nunalbehares issued and outstanding and
additional paid-in capital of Holding has beenwoattively adjusted to reflect the equivalent numifeshares issued by HOM, on a post
reverse-split basis, in the Exchange while Hudsoist®rical retained earnings is being carried fndv All costs attributable to the reverse
merger were expensed. Further, all per share amaunat number of common stock shares, includingetbbsainable on the exercise of
warrants, in these consolidated financial statemantl notes thereto have been reflected on a @ostse-split basis.
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
[1] Securities transactions:

Hudson records transactions in securities anddla¢ed revenue and expenses on a trade-date Basigities owned and securities sold, but
not yet purchased, are stated at market valuethétiesulting unrealized gains and losses refléatéding gains, net. Securities which do
not have a readily ascertainable market value aluged at their estimated fair value as determinechinagement. Because of the inherent
uncertainty of valuation, the management determimddes may differ significantly from values thabwid have been used had a ready
market for these securities existed and the diffeee could be material.

[2] Income taxes:

The Company accounts for income taxes in accordaitbethe provisions of Statement of Financial Agntng Standards No. 109,
"Accounting for Income Taxes" ("SFAS No. 109"). SFANo. 109 requires that the Company recognize dfdax liabilities and assets for
the expected future tax consequences of eventbdivatbeen included in the financial statementayoreturns. Under this method, deferred
tax liabilities and assets are determined on tlséska the difference between the tax basis oflitas and assets and their respective finar
reporting amounts ("temporary differences") at éa@dtax rates in effect for the years in whichtéraporary differences are expected to
reverse. The Company records an estimated valualimwance on its deferred income tax assetdsfribt more than likely that these
deferred income tax assets will be realized.

Prior to November 1, 2004, Hudson was taxed urteptovisions of Subchapter "S" of the Internal &me Service Code ("Code") and the
appropriate sections of the New Jersey CorporaginBas Tax Law. Under those provisions, Hudsomdidchay federal corporate income
taxes on its taxable income and paid New Jersegyocate income taxes at a reduced rate. The stadddsolere liable for individual federal
and state income taxes on their respective shafeid$on's taxable income.

[3] Furniture, equipment and depreciation:

Furniture and equipment are recorded at cost. @egiien is computed using the straight-line metbuodr the estimated useful life of the
related asset.

[4] Use of estimates:

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfietttae reported amount of assets and liabilitied disclosure of contingent assets and
liabilities at the date of the financial statemeamsl the reported amount of revenues and expensiag dhe reporting period. The most
significant assumptions concern determining thevalue of assets and the valuation of goodwilltuat results could differ from those
estimates.

[5] Cash:

For purposes of the statements of cash flows, timregainy considers all highly liquid investments fmaged with an original maturity of three
months or less to be a cash equivalent.




[6] Concentrations of credit risk:

Hudson is engaged in trading on a principal andgency basis with and for primarily other secusitieoker-dealers and institutional
investors such as mutual funds, hedge funds, bamitsimilar businesses. Counterparties to Hudbaisimess activities include broker-
dealers and clearing organizations, and can indbaads and other financial institutions. Hudsorsusee clearing broker to process
transactions and maintain customer accounts. ®ainh broker extends credit to Hudson's clientdlh is secured by cash and securities
in the clients' account. Hudson's exposure to trigli associated with the non-performance byutst@amers and counterparties in fulfilling
their contractual obligations can be directly imjealcby volatile or illiquid trading markets, whiahmay impair the ability of customers and
counterparties to satisfy their obligations to HudsAdditionally, Hudson has agreed to indemnify ghearing broker for losses it incurs
while extending credit to Hudson's clients. Amouhie from customers that are considered uncollecdite charged back to Hudson by the
clearing broker when such amounts become deterteinab

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

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

Substantially all of Hudson's cash and securitytiprs are deposited with its clearing broker fafekkeeping purposes. Hudson maintains
cash in bank accounts, which, at times, may exteetally insured limits. Hudson has not experienagy losses in such accounts and
believes it is not exposed to any significant dreidk on cash.

[7] Goodwill:

The Company accounts for its goodwill in accordanite Statement of Financial Accounting Standards Ni2, "Goodwill and Other
Intangible Assets" ("SFAS No. 142"). Under SFAS N2, goodwill is not subject to amortization, bather an assessment of impairmen
least annually, by applying a fair value based tista result of its assessment, the Company hasndi@ed no such impairment needs to be
recognized during the year ended March 31, 2006.

[8] Commissions receivable reserve:

Commissions receivable represent cumulative drandsbanefits provided to traders and salespersoesdess of cumulative commissions
earned. The Company expected to collect theseviaddes from future earned commissions. The Compatablishes reserves as an offset to
the receivable balance on the basis of historicléctions and estimates of future collections.ofA$larch 31, 2006, the Company had
$112,521 of commissions receivable offset by aruesef the same amount.

[9] Supplemental pro forma data:

The objective of the pro forma results of operatidata is to show what the significant effectstenhistorical financial information would
have been had Hudson not been an S corporationdome tax purposes. For the year ended March@®15,2he pro forma amount reflects
an additional provision for income taxes computedf ghe Company had been subject to federal aate sixes during the period April 1,
2004 through October 31, 2004.




[10] Earnings per share:

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

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

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income and sharused in basic calculation $ 783,82! 21,910,06 $ 447,91« 18,332,66
Effect of dilutive securities - warrants 243,05: 297,21!
Net income and shares used in diluted calcule 22,153,11 18,629,87
$
Earnings per share - basic 0.04 $ 0.0z
$
Earnings per share - diluted 0.04 $ 0.0z

[11] Reclassifications:
Certain fiscal 2005 amounts have been reclasdifiednform with the fiscal 2006 presentation.
[12] Future impact of recently issued accountirapdards:

In December 2004, the Financial Accounting Stansl@&alard (the "FASB") issued Statement of Finan&dounting Standards No. 123
(revised 2004), Share-Based Payment, ("SFAS 12B(Rjith replaces SFAS 123 and supersedes APB Ophi@ 25. Under the provisions
of SFAS 123(R), companies are required to measearedst of employee services received in exchamgaf award of equity instruments
based on the grant-date fair value of the awarth(lvhited exceptions). That cost will be recogrizever the period during which an
employee is required to provide service in exchdngthe award, usually the vesting period. Théesteent is effective as of the beginning of
the first annual reporting period that begins altame 15, 2005 and accordingly will be adoptedigy@ompany in the first quarter of fiscal
year 2007. SFAS 123(R) requires that compensatiparese be recognized for the unvested portiongisfieg options granted prior to i
effective date of adoption and the cost of optigrated to employees after the effective date bardtie fair value of the stock options at
grant date. The impact of adoption of SFAS 123@i)not be predicted at this time because it willethepon the levels of share-based
payments granted in the future.

In May 2005, the FASB issued SFAS No. 154, "AccoypnChanges and Error Corrections, - a replacemieAPB Opinion No. 20 and

FASB Statement No. 3". This Statement establisindsess impracticable, retrospective applicatiothasrequired method for reporting a
change in accounting principle in the absence pfigktransition requirements specific to the ngwHopted accounting principle. The
provisions of this Statement are effective for amtong changes and corrections of errors madesa@afiyears beginning after December 15,
2005. Early adoption is permitted for accountingridpes and corrections of errors made in fiscalsybaginning after the date this Statement
is issued. The Company does not believe that tbptamh of this Statement on April 1, 2006 will haaenaterial impact on the Company's
financial position or results of operation.
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NOTE C - RECEIVABLE FROM CLEARING BROKER

At March 31, 2006, the receivable from clearingkderoamount in the statement of financial conditiepresents the Company's cash balance
with its clearing broker.

NOTE D - SECURITIES OWNED AND SECURITIES SOLD, BUT NOT YET PURCHASED
Securities owned and securities sold, but not yethmsed, at March 31, 2006 consisted entirelyarketable equity securities.
NOTE E - FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVE MENTS

Furniture, equipment and leasehold improvementsamemarized as follows:

March 31,
2006
Furniture and equipment $ 1,967,37.
Leasehold improvements 45,53¢
Gross 2,012,91
Accumulated depreciation and amortization (1,837,34)
Net $ 175,56

Depreciation and amortization expense totaled 14band 98,347 for the years ended March 31, 206&805, respectively.
NOTE F - STOCKHOLDERS' EQUITY
[1] Private placement:

In October and November 2004, the Company raise@D$1450 through the sale of 483.5 units in a peiydacement. Each unit was sold for
$2,700 and consisted of 3,526 shares of commokk stott a five-year redeemable warrant, which expiré909, to purchase 3,526 shares of
the Company's common stock at an exercise pri¢d 6494 per share.

[2] Warrants:

In December of 2004, the Company issued 55,826yfar redeemable warrants to consultants for sesvit connection with the Company's
corporate structure. The consulting warrants aezasable into common stock at a price of $1.04&4spare and expire in 2009. The
warrants, which vested immediately, resulted imarge of $8,839 based on the fair value of the avasr($.16 per warrant). The fair value of
these warrants was estimated using the Black-Sglpoieing model with the following assumptionsergst rate of 3.27%, dividend yield of
0%, volatility factor of .70 and an average expéddtie of three years.

The warrants sold in the private placement andtmsulting warrants may be redeemed by the Comaa#iy)1 per redeemable warrant,
upon not less than thirty days written noticeh# tiverage of the closing sale price of the comstock is at least $2.10 for a period of 20
consecutive days ending on the third day prioh&date of the notice of redemption. Any rightxereise the warrant expires on the business
day immediately preceding the date of redemption.
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A summary of the Company's warrants and relateatimétion for the years ended March 31, 2006 an® 20@s follows:

Weighted Averag

Number of

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

of contractual life at March 31, 2006 44

[3] Stock option plan

On July 26, 2005, the stockholders approved a stptikn plan (the "2005 Plan™), which provides fioe granting of options to purchase uj
an aggregate of 2,000,000 shares of common stacgyant to which employees, consultants, indeperaatiractors, officers and directors
are eligible to receive incentive and/or nonquatifstock options. Options granted under the 2086 &le exercisable for a period of up to 10
years from the date of grant at an exercise pritielwis not less than the fair value on the datgraht, except that the exercise prict

options granted to a stockholder owning more th@% df the outstanding capital stock shall in norg\ee less than 110% of the fair market
value of the stock covered by the option at theetihe option is granted and shall not be exerasatare than five years after date of grant.
Options issued under the 2005 Plan will typicaligtvover either a three or four year period fromahniversary date of the grant. No options
were granted during the year ended March 31, 2006.

[4] Sale of stock

On January 10, 2006, the Company sold 6,581,784slud its common stock (the "Securities") for f§BM00. There were no underwriting
discounts or commissions paid in connection withghle of the Securities.

NOTE G - INCOME TAXES
The Company files a federal income tax return, Whidl be on a consolidated basis with its whollgred subsidiary for the year ended
March 31, 2006, as well as state income tax retirsrtain jurisdictions. Commencing November @02, Hudson elected to be taxed as a C

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

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

For the years ended March 31, 2006 and 2005, thectad tax expense based on the statutory ragzdmciled with actual tax expense
follows:

Actual Pro Forma
2006 2005 2005
(unaudited)
Expected tax expense 34 .0C% 34.0C% 34 .0C%
Nor-taxable S corporation income —% (11.05% —%
State income tax net of federdhcome tax effect 2 .55% 4 57% 7 .67%
Non-deductible items 4 5% 4.61% 14 .3C%
Other (3.71)% 2.18% 0.2C%
Actual tax expense 37 .44% 34.31% 56.17%
The principal components of the net deferred taetat March 31, 2006 are as follows:
March 31,
2006
Deferred tax assets
State net operating loss carryforward $ 46,00(
Reserve for commissions receivable and bat de 55,00(
Deferred rent 12,00(
Excess of tax over book basis of fixed assets 56,00(
Total gross deferred tax assets 169,00(
Valuation allowance (46,000
Net deferred tax asset $ 123,00(
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As of March 31, 2006, the Company has a state pexiating loss carryforward of approximately $848,00hich expires in 2011. Prior to
Exchange, as discussed in Note A, the Company édeldl net operating loss carryforwards which, wuthe merger with Hudson, are
longer available to be utilized pursuant to thevgions of the tax law. A valuation allowance hagb established to offset a portion of
deferred tax asset to the extent the Company hadetermined that it is more likely than not tHa future tax benefits will be realized.

NOTE H - SALARY REDUCTION RETIREMENT PLAN
The Company sponsors a 401(k) Savings Plan (thari§aPlan") which covers all eligible employeeartigipants may contribute no less
than 1% and up to the maximum allowable per therival Revenue Service regulations. In additionGhmpany may make discretionary

contributions to the Savings Plan, subject to aeittaitations. For the years ended March 31, 2808 2005, the Company made no matc
contributions.

NOTE | - COMMITMENTS AND CONTINGENCIES

[1] Lease:

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

the leases as compared to cash rental paymentseFainimum lease commitments as of March 31, 20@6s follows:

Years Ended

March 31,
2007 $ 373,50(
2008 227,80°

$601,30°

Rent expense, net of sublease income, was appr®tin$h23,000 and $563,000 for the years ended Mat¢ 2006 and 2005, respectively.
See Note K for discussion of an additional leasaragment.
[2] Contingencies:

The Company has been named as a defendant in sadtions relating to its activities as a brokesdeincluding civil actions and
arbitration. From time to time, the Company is atsmlved in proceedings and investigations by-seffulatory organizations. Although the
ultimate outcome of these matters involving the @any cannot be predicted with certainty, managerbeligves it has meritorious defenses
to all such actions and intends to defend eachexfa actions vigorously. Although there can bessnii@nces that such matters will not ha
material adverse effect on the results of operatmrfinancial condition of the Company in any fetperiod, depending in part on the results
for such period, in the opinion of the Company'siagement the ultimate resolution of such actiorssrag the Company will have no
material adverse effect on the Company's finaruatition.
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NOTE J - NET CAPITAL REQUIREMENT

Hudson is subject to various regulatory requirementluding the SEC's Uniform Net Capital Rule CSiale 15¢3-1), which is intended to
ensure the general financial soundness and liguidibroker-dealers by requiring the maintenanceimimum levels of net capital. These
regulations place limitations on certain transawjcuch as repaying subordinated borrowings, gagash dividends, and making loans to its
parent, affiliates or employees. Broker-dealerspaohibited from such transactions which would teisua reduction of its total net capital to
less than 120% of its required minimum net capitireover, broker-dealers are required to notify 8EC before entering into such
transactions which, if executed, would result ireduction of 30% or more of its excess net cafitat capital less the minimum requireme
The SEC has the ability to prohibit or restrictlsti@nsactions if the result is detrimental tofihancial integrity of the broker-dealer.

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

NOTE K - SUBSEQUENT EVENTS

[1] New office lease:

On April 4, 2006, Hudson entered into an agreerntmatiblease an additional 26,875 rentable squetefeffice space in Jersey City, New
Jersey. The sublease is guaranteed by the Compheayease will commence when the landlord's wodulsstantially complete and expires

on August 30, 2012. Future minimum lease commitsarg as follows:

Years Ended

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

[2] Letter of credit:

In connection with the new office lease, on Apfil 2006 Hudson deposited a one-year $225,000 iceddle standby letter of credit with the
landlord as security, which automatically renewsadditional one-year terms, unless sixty daysteminotice is provided. Pursuant to the
lease agreement, Hudson is required to maintaifettex of credit until sixty days following the jgixation of the lease. On April 5, 2006,
Hudson deposited $225,000 with the issuing findnogitution in the form of an automatically renalle, fourteen month time deposit, in
order to collateralize the letter of credit.

[3] New subsidiary:

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

[4] Option grants:

In May 2006, the Company granted non-qualified lstmgtions to four employees pursuant to the 20@8I50ption Plan. The grants enable

the employees to purchase a total of 125,000 sladi@s exercise price of $1.46 per share, whichthasnarket value on the date of the gr
Vesting occurs over three years and the optionsekpNovember 2009.
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF FINANCIAL CONDI TION
DECEMBER 31, 2006

(unaudited)
ASSETS
Cash and cash equivalents $ 910,57¢
Cash - restricted 225,00(
Receivable from broker-dealer 8,237,64!
Securities owned 8,631,66.
Prepaid income taxes 468,68«
Furniture, equipment, capitalized software anddbakl improvements, net 415,76:
Deferred taxes 153,50(
Other assets 127,40°
Goodwill 1,111,217
$__ 2028141
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Securities sold, but not yet purchased $ 5,037,98!
Commissions payable 582,34t
Accrued expenses and other liabilities 965,49t
Deferred taxes 74,50(

Total liabilities 6,660,33I

Commitments and contingencies (Note F)
Stockholders' equity:
Preferred stock, $.001 par value, 1,000,000 shartwrized,

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

36,725,185 shares issued and outstanding 36,72¢
Additional paid-in capital 12,183,40
Retained earnings 1,400,95!

Total stockholders' equity 13,621,08

$ 2028141

See notes to consolidated condensed financialrstates
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HUDSON HOLDING CORPORATION AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

Revenues:
Trading gains, net
Commissions
Interest and other income

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

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

Net income (loss)

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

Weighted average number of
shares outstanding - basic

Weighted average number of
shares outstanding - diluted

See notes to consolidated condensed financialrs&tts

(unaudited)

Three Months Ended
December 31,

Nine Months Ended
December 31,

2006 2005 2006 2005
$ 453205 $ 335485 $ 13,61547 10,482,73
767,69 562,03 1,699,35: 2,032,89!

57,62 1,19¢ 140,06! 67,27¢
5,357,36:i 3,918,091 15,454,88 12,582,90
800,97t 687,36 2,424,48i 2,047,64.
2,343,93; 1,721,05: 6,734,99 5,830,03
1,630,87: 1,209,65: 4,081,72! 3,385,10.
392,77 125,90¢ 865,83 383,82
147,31¢ 97,94( 397,34 404,69
113,24¢ 88,19: 280,60 290,31
203,75: 328,08 559,84 607,12
5,632,86:i 4,258,20! 15,344,83 12,948,74
(275,500 (340,11 110,05! (365,84:)
(99,467) (69,600 101,87: (52,30%)

$ (176,039) $ (270,510 $ 8,18¢ (313,541
$ .01 $ .01 $ 0.0¢ (0.02)
$ 0.01) $ (0.01) $ 0.0C (0.02)
30,650,51 20,568,07 28,329,42 20,416,06
30,650,51 20,568,07 28,584,89 20,416,06

F-17




HUDSON HOLDING CORPORATION AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

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

(unaudited)

Net cash (used in) provided by operating activities

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

Net cash used in investing activities

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

Net cash provided by financing activities

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

Cash - end of period

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

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

Nine Months Ended

December 31,

2006 2005
8,18, $ (313,541
100,83 47,13¢
17,40( -
22,12: -
208,73’ 142,97
71,49¢ (11,970
44.,00( (52,38¢)
(3,371,09) 1,118,88!
(4,896,26) (449,519
(208,73) -
(1,050,21) (22,416
250,22: (108,329)
4,619,401 (74,849
(611,79) (90,005)
315,07 (135,66)
(4,480,63) 50,32
(341,039 (171,519
(225,00 -
(566,039 (171,519
5,480,69 -
5,480,69 -
434,02 (121,180
476,54¢ 295,10:
910,57: $ 173,91
1,114,061 $ 22,50(
112,52: $ -




Shares deemed issued in connection with the
Health Outcomes Management merger and recapitalivat $ - $ 1,23¢

See notes to consolidated condensed financialrs&tts
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Note A - Organization, Operations and Basis of Pre&ntation

The accompanying unaudited consolidated condensemdial statements have been prepared in accadaitb accounting principls

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

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

for complete financial statements. In the opiniémanagement, such statements include all adjustnfeansisting only of normal recurri

items) which are considered necessary for a faisgmtation of the consolidated financial positibiodson Holding Corporation (“Holdingy”
as of December 31, 2006, the consolidated restiits operations for the three and nine month priended December 31, 2006 and :

and cash flows for the nine month periods endeceBber 31, 2006 and 2005 are not necessarily indécaf the operating results for the -

year. It is suggested that these consolidated dinhstatements be read in conjunction with thesotidated financial statements and rel

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

The consolidated condensed financial statementsdacthe accounts of Holding, a holding companyd @a wholly owned subsidiari
namely Hudson Securities, Inc. (“Hudson”) and Hudd@chnologies, Inc. (“Technologies”) (collectivellye “Company”).Hudson is

registered brokedealer under the Securities Exchange Act of 1984isa member of the National Association of SemgiDealers, Inc. (tt
"NASD"). Hudson makes markets in most classes oftggecurities, including listed, NASDAQ, OTC Beifin Board, Pink Sheet and fore
securities and is also an introducing broker whiletars all transactions through a clearing orgditimaon a fully disclosed basis. According
Hudson is exempt from rule 15&3of the Securities Exchange Act of 1934. On May 2206, Technologies was formed as a Dela
corporation for the purpose of providing softwaevelopment and technology services for Hudson andhird parties. As of December

2006, Technologies had total assets of $785,408¢tmonth net income of $16,636 and nine monthmeime $14,636. The Company
offices in New Jersey and Florida.

In December 2004, Hudson entered into an AgreeraedtPlan of Merger (the "Agreement”) with Healtht€nes Management,
("HOM"), a noneperating public company. On May 3, 2005, under tdmens of the Agreement, Hudson's stockholders angbd a
10,967,000 shares of their common stock for 19(B8#,post reverse-split shares of HOM common stacki Hudsors warrantholdel
exchanged 998,667 of their Hudson warrants withesercise price of $1.85 for 1,760,590 post revemi-warrants to purchase HC
common stock at $1.0494 per share (the "Exchangbd.HOM shares that were issued represented 9490OM's outstanding interest at
time of the Exchange. In connection with the leffain of this transaction, Hudson became a whollynewv subsidiary of HOM. C
September 6, 2005, HOM changed its name to Hudswodiiyy Corporation and effectuated a one for eighterse stock split for :
stockholders of record as of the close of busimesslune 13, 2005. For financial reporting purposes, Exchange represents a ca
transaction of Hudson or a "reverse merger" ratten a business combination. Accordingly, the nunoibshares issued and outstanding
additional paidin capital of Holding has been retroactively adpasto reflect the equivalent number of shares &yeHOM in the Exchang
on a post reverse-split basis, while Hudsoistorical retained earnings is being carriedvéod. All costs attributable to the reverse me
were expensed. Further, all per share amounts amiber of common stock shares, including those nhbdé on the exercise of options
warrants, in these consolidated financial statemantl notes thereto, have been reflected on agastse-split basis.
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Note B - Summary of Significant Accounting Policies

[1] Securities transactions:

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

[2] Income taxes:

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

The Company files a consolidated federal incomeretxrn, as well as state income tax returns itagejurisdictions. As of Decemkt
31, 2006, the Company has a state net operatisgckrsyforward of approximately $670,000, which ies in 2011. The income t
benefit related to the three months ended Dece@beP006 represents the reversal of income taxigioms recorded during the

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

[3] Furniture, equipment, capitalized software, leasehd improvements and depreciation:

Furniture, equipment and leasehold improvementsererded at cost. Depreciation and amortizatiocoimputed using the straight-
line method over the estimated useful life of thkated asset or, in the case of leasehold improntsnever the shorter of the remair
life of the lease or the estimated economic lif¢hefimprovements.

During April 2006, the Company began capitalizirgrtain costs incurred in connection with developargobtaining internal u:
software pursuant to Statement of Position19&ccounting for the Costs of Computer Softwarev@eped or Obtained for Interr
Use. Unamortized capitalized software developmestscof $173,000 are included in furniture, equiptneapitalized software a
leasehold improvements in the Consolidated StatewfeRinancial Condition as of December 31 , 20Diee entire amount represe
software that is still in development and is nahgeamortized.

[4]  Use of estimates:

The preparation of financial statements in conftymiith accounting principles generally acceptedtia United States of Ameri
requires management to make estimates and assushiat affect the reported amount of assets adlities and disclosure
contingent assets and liabilities at the date effthancial statements and the reported amounewénues and expenses during
reporting period. The most significant assumptioascern determining the fair value of assets amedvtiuation of goodwill. Actu
results could differ from those estimates.
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[5] Cash and cash equivalents:

The Company considers all highly liquid investmemischased with an original maturity of three mandh less to be a cash equival
Restricted cash represents an automatically rerlenfaboirteen month time deposit which collateraiadetter of credit. See Note F[2].
[6] Concentrations of credit risk:

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

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

Securities sold short, but not yet purchased, sgprieobligations of Hudson to deliver the undedysecurities sold. Option and warr
contracts written represent obligations of Hudsmpurchase or deliver the specified security atcth@racted price. Hudson's ultim
obligation on such instruments may exceed the at@aognized in the statement of financial conditidudson monitors its positic
continuously to reduce the risk of the potentiakldue to changes in market value or failure ohtenparties to perform.

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

[71  Goodwill

The Company accounts for its goodwill in accordawit Statement of Financial Accounting Standards N2, "Goodwill and Oth
Intangible Assets" ("SFAS No. 142"). Under SFAS N42, goodwill is not subject to amortization, bather an assessment
impairment, at least annually, by applying a fa@ue based test. As a result of its most recenuanassessment, the Comp
determined that no such impairment needed to lgrézed.

[8] Commissions receivable reserve:

Commissions receivable represent cumulative dramdé l@enefits provided to traders and salespersonsxaess of cumulati
commissions earned. The Company may collect thessvables from future earned commissions. The Gomgstablished resen
as an offset to the receivable balance on the bésistorical collections and estimates of futao#lections. As of December 31, 20
the Company had a reserve of $208,737 against cesions receivable of the same amount, based ongearents assessment of
Company’s historical collection experience, whica mcluded in commissions payable.
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[9] Stock based compensation:

The Company has established a stock option plan"@B05 Plan"), which provides for the grantingogtions to purchase up to
aggregate of 2,000,000 shares of common stockuantsto which employees, consultants, independentractors, officers ar
directors are eligible to receive incentive andionqualified stock options. Options granted untier 2005 Plan are exercisable fi
period of up to 10 years from the date of grardraexercise price which is not less than the falue on the date of grant, except
the exercise price of options granted to a stodérobwning more than 10% of the outstanding cagiiatk shall in no event be I
than 110% of the fair market value of the stockered by the option at the time the option is grarsted shall not be exercisable nr
than five years after date of grant. Options isaureder the 2005 Plan will typically vest over eitlethree or four year period from
anniversary date of the grant. Exercises of optigranited under the 2005 Plan will typically resultthe issuance of new comrr
shares.

The Company accounts for stock options issued utih@eR005 Plan under the recognition and measurepngtiples of Statement
Financial Accounting Standards No. 123 (revised4208hare-Based Payment, (“SFAS 123(R)"). Underpitwvisions of SFAS 123
(R), the Company is required to measure the cosimgfloyee services received in exchange for andwefaequity instruments based
the grantdate fair value of the award (with limited excepsp That cost is then recognized over the perigihd which an employ¢

is required to provide services in exchange foravard, usually the vesting period. The Companggaized $13,523 and $22,12:
compensation expense related to employee stoc&rogtants during the three and nine months endeerbleer 31, 2006. In additic
the Company recognized $17,400 of director feeges@ related to noemployee stock option grants associated with gervices as
director, during the nine months ended December2806. The Company did not incur any director fegpense related to non-
employee stock option grants during the three noetided December 31, 2006. As of December 31, 2886 was $260,677
unrecognized stock-based compensation expenswithbe amortized over a weighted average period.BR years.

The Company has computed the fair value of optgrasted using the BlacReholes option pricing model. It should be noteat the
Black-Scholes optiopricing model was developed for use in estimatimg fair value of the traded options, which havevesting
restrictions and are fully transferable, and theneefare different from employee and director otievhich have both vesting &
transfer restrictions which may affect their valle. addition, option valuation models required timput of highly subjectiv
assumptions including the expected stock pricetWitya Given that the Company’s shares donave a long history of being publi
traded since May 3, 2005, the Company developeexapcted volatility figure based on a review of Historical volatilities, over
period of time, equivalent to the expected lifetodse options, of similarly positioned public comigs within its industry, during tl
early stages of their life as a public companyhe Tiskfree interest rate was determined from the impjiedds from U.S. Treasu
zero€oupon bonds with a remaining term consistent g expected term of the options. The expected t&rithe options we
estimated at 70% of the contractual term, whiclesailkto account vesting provisions, industry pemgbrurnover considerations &
the expected volatility of the stock. In applyifgetBlackScholes option pricing model, the Company usedfélewing weightet
average assumptions:

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

Expected dividends

The weighted average fair value of the stock ogtigranted during the three and nine months endedrblger 31, 2006 was $0.32 :
$0.37 per share.
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As of March 31, 2006, the Company had not issugdoptions under the 2005 Plan. A summary of theustaf the options issued under the
2005 Plan during the nine months ended Decembe2(®18, is presented in the table below:

Weighted
Weighted Average
Average Remaining
Number of Exercise Contractual Intrinsic
Options Price Term Value
Balance, March 31, 2006 - $ -
Granted 905,00( 1.07
Exercised - -
Forfeited (85,000 1.14
Balance, December 31, 2006 820,00( $ 1.0€ 34 % >
Exercisable, December 31, 2006 30,00 $ 1.1t 4€ $ -
All of the outstanding options as of December 3)&are out-of-the-money with no intrinsic value.
A summary of non-vested options at December 316 20@resented in the table below:
Weighted
Average
Grant Date
Options Fair Value
Non-vested, March 31, 2006 - $ =
Granted 905,00( 0.37
Vested (30,000 0.5¢
Forfeited (85,000 0.41
Non-vested, December 31, 2006 790,000 ¢ 0.62

[10] Earnings (loss) per share:

Basic earnings (loss) per share (“EPB&8s been calculated by dividing net income (logs)hie weighted average shares of com
stock outstanding during the periods. Diluted EPfBects the potential reduction in EPS, using teadury stock method to reflect
impact of common share equivalents if dilutive s&®s such as stock options or warrants were és@dcor converted into comm
stock.

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

Three Months Ended
December 31, 2006 December 31, 2005

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income (loss) and shaiused in basic calculation $ (176,039 30,650,51 $ (270,510 20,568,07
Effect of dilutive securities - options and warant - -
Shares used in diluted calculation 30,650,51 20,568,07
Earnings (loss) per share - basic $ (0.01) (0.07)
Earnings (loss) per share - diluted $ (0.07) (0.07)
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December 31, 2006 Nine Months Ended

Numerator/ Denominator/ Numerator/ Denominator/
Net Income Shares Net Income Shares
Net income (loss) and shawused in basic calculation $ 8,18¢ 28,329,42 $ (313,540 20,416,06
Effect of dilutive securities - options and warsant 255,46, -
Shares used in diluted calculation 28,584,89 20,416,06
Earnings (loss) per share - basic $ 0.0C $ (0.02)
Earnings (loss) per share - diluted $ 0.0C $ (0.02)

[11]

[12]

Potentially dilutive securities realizable from tlesercise of warrants and options of 1,760,590 &2@d,000, respectively as
December 31, 2006 and 1,760,590 and 0, respectaslgf December 31, 2005, are excluded from thepatation of diluted ne
earnings (loss) per share because the effect ofitidusion would have been anti-dilutive.

Reclassifications:
Certain fiscal 2006 amounts have been reclasdifi@dnform with the fiscal 2007 presentation.

Future impact of recently issued accounting standas:

In July 2006, the FASB issued FASB InterpretatiNo. 48, "Accounting for Uncertainty in Incoriiaxes -an interpretation
FASB Statement No. 109" ("FIN 48"), which claeithe accounting for uncertainty in tax possio This Interpretation requir
that the Company recognize in its financial stamets, the impact of a tax position, if that ipos is more likely than not of beil
sustained on audit, based on the technioafitsnof the position. The provisions of FIN @& effective as of the beginning of
Company's 2008 fiscal year, with the cumulativeeeiffof the change in accounting principle recordedan adjustment to open
retained earnings. Adoption of FIN 48 is not expdcto have a material impact on the Company'satioiaded financial positiol
results of operations or cash flows.

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

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

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

Securities owned and securities sold, but not yethmsed, at December 31, 2006 consisted entifehadetable equity securities.

Note E - Stockholders' Equity

[1]

(2]

3]

Private Placement:

On November 28, 2006, the Company sold securities urchase price of $.60 per unit. The units isded of common stock a
warrants to purchase shares of common stock (therrafits”). The Company sold an aggregate of 9,2B85sBares of common stc
and delivered Warrants to purchase an aggregat,7&7,664 shares of our common stock, in exchaogegfoss proceeds
$5,745,190, pursuant to a private placement agneeffegency Agreement’flated October 24, 2006. The Warrants entitle theehns
to purchase shares of the Compangommon stock for a period of five years from dlage of issuance at an exercise price of $.8
share. The Warrants are redeemable by us on tgreetfied in the Warrants. The Company agreed tatadeest efforts to file with tt
Securities and Exchange Commission a registratiaterment covering the shares and the warrant shresause the registrati
statement to become effective, and to maintaireffextiveness thereof as long as needed, but ngelathan two years.

Under the terms of the Agency Agreement, the placgragent received, among other compensation, la @aamission fee of fo
percent (4%; or approximately $229,808) of the gnm®ceeds to the Company of the securities soldddition, pursuant to the ter
of the Agency Agreement, the Company agreed teissuhe placement agent warrants to purchase constock during a period
five years in an amount equal to six percent (6¥%dhe Shares sold in the private placement (thac&hent Agent Warrants”). T
574,520 Placement Agent Warrants are exercisalfieé@tper share.

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

Warrants:

The Company has 1,760,590 warrants outstandiragdition to the Warrants issued in connection whthprivate placement descrit
at Note E[1], which are exercisable for common Istat a price of $1.0494 per share and expire in9200he warrants may
redeemed by the Company at $.01 per redeemablantaapon not less than thirty days written notitthe average of the closing s
price of the common stock is at least $2.10 foeaqa of 20 consecutive days ending on the thing gi#or to the date of the notice
redemption. Any right to exercise the warrant eapion the business day immediately preceding tteealaedemption.

Stock Options:

In May 2006, the Company granted ngualified stock options to four employees pursuarthe 2005 Stock Option Plan. The gri
enable the employees to purchase a total of 12508@6es of common stock at an exercise price af6é$per share, which was
market value of the Company's common stock on #ite df the grant. Vesting occurs over three years the options expire
November 2009. Using the Bla@choles option pricing model, these option grargsewalued at $77,500, or $0.62 per share, wh
being amortized over the three year vesting pedadof December 31, 2006, one of these employeégdraninated employment w
the Company and forfeited an unvested option tolmse 25,000 shares of common stock.
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In August 2006, the Company granted ripradified stock options to its three independenmeatprs pursuant to the 2005 Stock Of
Plan. The grants enable the nemployee directors to purchase a total of 30,0@0eshof common stock at an exercise price of ¢
per share, which was the market value of the coyipastock on the date of the grant. The optiondrexp August 2011 and we
immediately vested on the date of grant. UsingBlezk-Scholes option pricing model, these option graresawalued at $17,400,
$0.58 per share, which was immediately chargedrastdr compensation expense.

In November 2006, the Company granted goadified stock options to ten employees pursuarthé 2005 Stock Option Plan. 1
grants enable the employees to purchase a to@®@D00 shares of common stock at an exercise pfigd.00 per share, which v
the market value of the Company's common stockerdate of the grant. Vesting occurs over threesyaad the options expire in M
2010. Using the Blaclscholes option pricing model, these option grargsewalued at $240,000, or $0.32 per share, wisidieing
amortized over the three year vesting period. ABDetember 31, 2006, two of these employees hadrtated employment with tl
Company and forfeited unvested options to purcl6@s200 shares of common stock.

Note F - Commitments and Contingencies

[1]

Leases:

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

The Company now leases office space at two Jergtlgy \lew Jersey locations and one satellite locatithe Company occupied !
new Jersey City location during September 2006 the Companyg intention to maintain the original Jersey Cityicaf space as
back-up site until November 2007, when the leaggres.

As of December 31, 2006 the Company had a defdmase liability of $101,911 which represents theess of rent expen
recognized on a straight-line basis over the tefrtheleases as compared to cash rental payments.

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

Years Ended
December 31,

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

Rent expense was approximately $393,000 and $866¢00the three and nine months ended Decembe@®16 and $126,000 a
$384,000 for the three and nine months ended Deee&ih 2005, respectively.
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[2] Letter of credit:

In connection with the new office lease, on Apfil, 2006 Hudson deposited a oyear $225,000 irrevocable standby letter of ¢
with the landlord as security, which automaticaliynews for additional ongear terms, unless sixty days written notice isvighed
Pursuant to the lease agreement, Hudson is requinegintain the letter of credit until sixty dafgdlowing the expiration of the lea:
On April 5, 2006, Hudson deposited $225,000 with igsuing financial institution in the form of antamatically renewable, fourte
month time deposit, in order to collateralize thidr of credit.

[3] Contingencies:

The Company has been named as a defendant in sa@tions relating to its activities as a broélealer including civil actions a
arbitration. From time to time, the Company is alewolved in proceedings and investigations by -seffulatory organizatior
Although the ultimate outcome of these matters living the Company cannot be predicted with cerjaintanagement believes it |
meritorious defenses to all such actions and irt¢adlefend each of these actions vigorously. Aigtothere can be no assurances
such matters will not have a material adverse effecthe results of operations or financial comditof the Company in any futt
period, depending in part on the results for suetiod, in the opinion of the Compasyimanagement, the ultimate resolution of :
actions against the Company will have no matedsakese effect on the Company's financial condition.

[4] Employment agreements:

On December 1, 2006, the Company entered into ayeao employment agreement, effective immediatelth a subsidiary office
whereby he will continue in his present positioheTagreement provides that he shall receive aysal&#150,000 per year, plus he \
be entitled to a nogualified stock option grant for 35,000 shares amhmon stock, with 3 year vesting and a 3.5 yean tsubject t
the approval of the Board’s Compensation Committee.

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

Years Ended
December 31

2007 $ 150,00(
2008 137,50(
$ 287,501

Note G - Net Capital Requirement

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

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

[1] Stock option grants:

In January 2007, the Company granted gaafified stock options to 13 employees pursuarthéo2005 Stock Option Plan. The gr:
enable the employees to purchase a total of 600sB86es of common stock at an exercise price &@05per share, which was
market value of the Company's common stock on #te df the grant. Vesting occurs over three yeadsthe options expire in Jt
2010. Using the Blaclscholes option pricing model, these option grargsevwalued at $228,000, or $0.38 per share, wisidieing
amortized over the three year vesting period.

[2] Employment agreements:
On January 4, 2007, the Company entered into fizar yemployment agreements, effective as of Janbia®007, with Mr. Martin C
Cunningham and Mr. Keith R. Knox, whereby each weitintinue in their present positions, Chief ExemitOfficer and Presidel

respectively. The agreements provide that each giwdive a salary of $200,000 per year, plus mda-based annual bonus.

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

Years Ended
December 31,

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

$2,000,00!1

[3] Stock option grant:

In February 2007, the Company granted goadified stock options to an employee pursuarnh&?2005 Stock Option Plan. The gi
enables the employee to purchase a total of 35b8fes of common stock at an exercise price ofi§ied share, which was the mal
value of the Company's common stock on the datbeofirant. Vesting occurs over three years anaptiens expire in August 201
Using the BlackScholes option pricing model, these option grargsevwalued at $14,700, or $0.42 per share, whibleiisg amortize
over the three year vesting period.
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You should rely only on the information contained m this
document. We have not authorized anyone to providgou with
information that is different. This document may ory be used
where it is legal to sell these securities. The imfmation in this
document may only be accurate on the date of thisodument.

Additional risks and uncertainties not presently krown or
that are currently deemed immaterial may also impai our
business operations. The risks and uncertainties deribed in this
document and other risks and uncertainties which wenay face in
the future will have a greater impact on those wh@urchase our
common stock. These purchasers will purchase our gomon stock
at the market price or at a privately negotiated pice and will run
the risk of losing their entire investment.

Hudson Holding Corporation

11,862,984 shares of common stock

PROSPECTUS

March __, 2007




PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 24. Indemnification of Directors and Officers.
Our certificate of incorporation provides thatalir directors, officers, employees and agents sleadintitled to be indemnified by us
to the fullest extent permitted under the Delaw@emeral Corporation Law, provided that they acteddod faith and that they reasoned their

conduct or action was in, or not opposed to, ttst im¢erest of our company.

Our Bylaws provide for indemnification of our oféirs, directors and others who become a party s&cton on our behalf by us to
the fullest extent not prohibited under the Delaw@eneral Corporation Law. Further, we maintaifceffand director liability insurance.

Item 25. Other Expenses of Issuance and Distributio

The following table sets forth estimated expensgeeted to be incurred in connection with the isseaand distribution of the securil
being registered. All such expenses will be paidiby

Securities and Exchange Commission Registration Fee $ 375.1%
Printing and Engraving Expenses $ 2,000.0(
Accounting Fees and Expenses $ 20,000.01
Legal Fees and Expenses $ 35,000.01
Blue Sky Qualification Fees and Expenses $ 5,000.0(
Miscellaneous $ *
TOTAL $ 62,375.1
* To be updated by amendment.

Item 26. Recent Sales of Unregistered Securities.

On November 28, 2006, the Company sold 9,575,326eShof Common stock and 5,362,184 Warrants ton&stors including the
placement agent, pursuant to Rule 506 under Seé{®n

Other than as specifically set forth above, althef above offerings and sales were deemed to bapxender Section 4(2) of t
Securities Act. No advertising or general solicitatwas employed in offering the securities. Inteatstance, the offerings and sales \
made to a limited number of persons, who were efij)@ccredited investors, (ii) business assosiateours, (iii) our employees, or (iv)
executive officers or directors. In addition, tlanisfer of such securities was restricted by uadcordance with the requirements of
Securities Act. With respect to the issuances wrealited investors, in addition to representatibgsthem, we have made indepen
determinations that they were accredited or soight&td investors, capable of analyzing the merits réisks of their investment, and that t
understood the speculative nature of their investm#ith respect to our business associates, eraptognd executive officers or director:
addition to representations by them, they were idem/with detailed information and had access tonalterial information about us, and
have made independent determinations that they eagable of analyzing the merits and risks of tireiestment, and that they underst
the speculative nature of their investment. Furtieee, all of the aboveeferenced persons were provided with access tdilmgs with the
Securities and Exchange Commission.
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Item 27. Exhibits and Reports
The following exhibits are filed with this registi@an statement.

Exhibit No. Description

2.1 Agreement and Plan of Merger, dated June 13, 2886ng Health Outcomes Management, Inc. and Hudson
Holding Corporation®

2.2 Agreement and Plan of Merger, dated December 22,28mong Health Outcomes Management, Inc., Hudson
Acquisition Inc. and Hudson Securities, 1@

3.1 Certificate of Incorporation of Hudson Holding Coration.®

3.2 Bylaws of Hudson Holding Corporatiof¥)

4.1 Rights of Dissenting Shareholde®s.

4.2 Form of Warrant (4)

5.1 Legal Opinion of Ellenoff Grossman & Schole LLP

10.1 Subscription Agreement, dated January 10, 2006yd®t Kenneth Pasternak and Hudson Holding Corporati
(3)

10.2 2005 Stock Option Plaf®

10.3 Form of Securities Purchase Agreement (4)

10.4 Form of Registration Rights Agreement (4)

10.5 Employment Agreement, effective as of January 0,/20y and between Hudson Holding Corporation and

Martin C. Cunningham (5)

10.6 Employment Agreement, effective as of January 0,/208y and between Hudson Holding Corporation and
Keith R. Knox (5)

14 Code of Business Conduct and Ethics and CompliBnagram (6)
23.1 Consent of Independent Registered Public Accourking
23.2 Consent of Ellenoff Grossman & Schole LLP. (incldde Exhibit 5.1).

(1) Incorporated by reference to the exhiinittuded with our Definitive Proxy Statement on 8dhble 14A, filed with the SEC on July 1,
2005.

(2 Incorporated by reference to the exhibitduided with our Current Report on Form 8-K filedlwihe SEC on December 28, 2004.
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3) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filedlwihe SEC on January 19, 2006, as
amended.

4) Incorporated by reference to the exhibitduded with our Current Report on Form 8-K filedlwihe SEC on December 1, 2006, as
amended.

(5) Incorporated by reference to the exhibitduided with our Current Report on Form 8-K filediwihe SEC on January 4, 2007, as
amended.

(6) Incorporated by reference to the exhibitduded with our Form 10-KSB filed with the SEC amé 29, 2006.
Item 28. Undertakings.

The undersigned registrant hereby undertakes:

Q) To file, during any period in which it offers orllsesecurities, a post-effective amendment toitbigstration statement to:
0] Include any prospectus required by Sectidh@)}(3) of the Act;
(i) To reflect in the prospectus any facts oems arising after the effective date of the Regiigtn Statement (or the

most recent post-effective amendment thereof) whiatividually or in the aggregate, represent adimental change in
the information set forth in the Registration Stadat. Notwithstanding the foregoing, any increasdexrease in volume
of securities offered (if the total dollar valuesafcurities offered would not exceed that which veggstered) and any
deviation from the low or high end of the estimateakimum offering range may be reflected in therfaf prospectus
filed with the Commission pursuant to Rule 424¢bjn the aggregate, the changes in volume ana pepresent no more
than 20 percent change in the maximum aggregageirndf price set forth in the “Calculation of Regidion Fee” table in
the effective registration statement;

(iii) To include any material information withspect to the plan of distribution not previouslgaiosed in the
Registration Statement or any material change ¢b saformation in the Registration Statement;

2 That, for the purpose of determining any liabilityder the Securities Act, each such post-effeetimendment shall be deemed to be
a new registration statement relating to the s@earoffered therein, and the offering of such sities at that time shall be deemec
be a bona fide offering thereof.

3) To remove from registration by means of a pefétctive amendment any of the securities beingsteged which remain unsold at 1
termination of the offering.

4) Insofar as indemnification for liabilities arisingpder the Securities Act may be permitted to dinesstofficers and controlling persc
of the small business issuer pursuant to the fanggarovisions, or otherwise, the small businesaés has been advised that in the
opinion of the Securities and Exchange Commissimh $ndemnification is against public policy as gsed in the Securities Act
and is, therefore, unenforceable. In the eventdtadaim for indemnification against such liabdgi(other than the payment by the
small business issuer of expenses incurred orlpaadirector, officer or controlling person of thmall business issuer in the
successful defense of any action, suit or procegdinasserted by such director, officer or cofitiglperson in connection with the
securities being registered, the small busines®issill, unless in the opinion of its counsel thatter has been settled by controlling
precedent, submit to a court of appropriate jucisadin the question whether such indemnificatioritliy against public policy as
expressed in the Securities Act and will be goveimethe final adjudication of such issue.
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SIGNATU

RES

In accordance with the requirements of the Seesritict of 1933, the registrant certifies that i heasonable grounds to believe
it meets all of the requirements for filing on Fo8B-2 and authorized this registration statement teitpeed on its behalf by the undersigi
in Jersey City, State of New Jersey on March 20,720

HUDSON HOLDING CORPORATION

By:

/s/ Martin Cunningham

Name: Martin Cunninghat
Title: Chief Executive Office

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each of the undersigned hereby constitutdsappoints Martin
Cunningham. as his true and lawful attorney-in-gaud agent, with full power of substitution andutestitution, for him and on his behalf to
sign, execute and file this registration statenagt any or all amendments (including, without latiiin, post-effective amendments) to this
registration statement, and to file the same, waifitlexhibits thereto and any and all documentsirequo be filed with respect therewith, with
the Securities and Exchange Commission or any agmyl authority, granting unto such attorney-intfaisd agent full power and authority to
do and perform each and every act and thing raquasid necessary to be done in connection theranihabout the premises in order to
effectuate the same as fully to all intents angpses as he might or could do if personally presesreby ratifying and confirming all that
such attorney-in-fact and agent, or his substibuteubstitutes, may lawfully do or cause to be done

In accordance with the requirements of the Seegrifict of 1933, this Registration Statement on FEBBR has been signed by
following persons in the capacities and on theslatated.

Person

Capacity

Date

[s/ Martin Cunningham
Martin Cunningham

/sl Keith Knox
Keith Knox

[sl Peter Zugschwert
Peter Zugschwert

/sIMark Leventhal
Mark Leventhal

/s/ Joanne V. Landau
Joanne V. Landau

/s/Carmine V. Chiusano
Carmine V. Chiusano

Chief Executive Officer
and Director

President, Director and

Chief Accounting Officer

Director

Director

Director

Director
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Exhibit 5.1

ELLENOFF GROSSMAN & SCHOLE LLP
ATTORNEYS AT LAW

370 LEXINGTON AVENUE
NEW YORK, NEW YORK 10017
TELEPHONE: (212) 370-1300 FACSIMILE: (212) 370888
www.egsllp.com

March 27, 2007
Hudson Holding Corporation
111 Town Square Place; Suite 1500A

Jersey City, NJ 07310

Re: Registration Statement on Form-3B

Ladies and Gentlemen:

We are familiar with the Registration Statementramm SB-2, (the “Registration Statementf)which this opinion is an exhibit,
be filed by Hudson Holding Corporation, a Delaweaoeporation (the “Company”)ith the Securities and Exchange Commission urtok
Securities Act of 1933, as amended. The Registra@imtement relates to the public offering by thkirsy stockholder of the Company ¢
total of 11,862,984 shares of common stock, $0@0lvalue per share (“Common Stock®nsisting of: up to 7,908,655 shares of Com
Stock held by the shareholders (the “Sharagf)to 3,954,329 shares of Common Stock issuabla tip® exercise of warrants held by
selling shareholders (the “Warrant Shares”).

In arriving at the opinion expressed below, we hexa@mined and relied on the following documents:

(1) the Certificate of Incorporation and By-lasfshe Company, each as amended as of the datefhere
(2 the Warrants; and
) records of meetings and consents of the BoRrectors of the Company provided to us by @mmpany.

In addition, we have examined and relied on thgimals or copies certified or otherwise identifiedour satisfaction of all su
corporate records of the Company and such othéuments and other certificates of public officjatdficers and representatives of
Company and such other persons, and we have matieirstestigations of law, as we have deemed apatepas a basis for the opin
expressed below. In such examination, we have asduwithout independent verification, the genuirssnef all signatures (whether origi
or photostatic), the authenticity of all documentdbmitted to us as originals and the conformityatahentic original documents of
documents submitted to us as certified or photostapies.

Based upon and subject to the foregoing, it isapinion that: (i) the Company has taken all neagssarporate action required
authorize the issuance of the Shares and the Wsyi@ih that upon receipt of the warrant exergsie in accordance with the terms of
Warrants, and when certificates for the same haen lduly executed and countersigned and delivénedWarrant Shares will be lege
issued, fully paid and noassessable; and (iii) that the Shares have begnedecuted and delivered, and are legally issudty, paid anc
non-assessable.

We hereby consent to the filing of this opinionEashibit 5.1 to the Registration Statement and &rtdference to our firm under
“Legal Matters” in the related prospectus.

Very truly yours,
/sl Ellenoff Grossman & Schole LLP

Ellenoff Grossman & Schole LLP






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the inclusion in this Registratioat&nent of Hudson Holding Corporation on Form S&-8ur report dated June 22, 2006,
with respect to our audits of the consolidatedestent of financial condition of Hudson Holding Coration and Subsidiary as of March 31,
2006 and the related consolidated statements aabpes, changes in stockholders' equity and dasVsffor the years ended March 31, 2006
and 2005 appearing in this Registration StatenWptalso consent to the reference to us under thaimg “Experts” in this registration
statement.

/sl Eisner LLP
New York, NY

March 26, 2007






