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Hudson Technologies, Inc. and subsidiaries

Consolidated Balance Sheets

(Amounts in thousands, except for share and par value amounts)

Assets
Current assets:
Cash and cash equivalents
Trade accounts receivable - net of allowance for doubtful
accounts of $261 and $254
Inventories
Prepaid expenses and other current assets
Deferred tax assets
Total current assets

Property, plant and equipment, less accumulated depreciation and amortization
Other assets
Deferred tax assets
Intangible assets, less accumulated amortization
Total Assets

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payable and accrued expenses
Accrued payroll
Short-term debt and current maturities of long-term debt
Total current liabilities
Long-term debt, less current maturities
Total Liabilities

Commitments and contingencies

Stockholders' equity:

Preferred stock shares authorized 5,000,000

Series A Convertible Preferred stock, $0.01 par value ($100
liquidation preference value); shares
authorized 150,000

Common stock, $0.01 par value; shares authorized 50,000,000
issued and outstanding 19,429,533

Additional paid-in capital

Accumulated deficit

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See accompanying Notes to the Consolidated Financial Statements.

March 31. December 31

2009 2008
(unaudited)
$ 2,856 $214
4,828 1,731
21,908 23,613
291 293
341 372
30,424 26,223
2,968 2,921
152 158
4,120 4,120
10 3
$37,734 $33,495
$ 3,831 $ 5,590
1,104 1,010
14,981 8.524
19,916 15,124
5.376 5.665
25.292 20.789
194 194
35,831 35,820
(23.583) (23.308)
12.442 12.706
$37,734 $33,495
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Hudson Technologies, Inc. and subsidiaries

Consolidated Statements of Operations

(unaudited)

(Amounts in thousands, except for share and per share amounts)

Revenues

Cost of sales

Gross Profit
Operating expenses:

Selling and marketing
General and administrative

Operating income (loss)
Other income (expense):
Interest expense
Interest income
Income (loss) before income taxes

Income tax provision (benefit)

Net income (loss)

Total operating expenses

Total other income (expense)

Net income (loss) per common share - Basic and Diluted

Weighted average number of shares

Three month period

ended March 31
2009 2008
$6,583 $11,366
5.459 1.770
1.124 3.596
501 551
126 989
1.227 1.540
(103) 2.056
(341) (254)
= 1
(341) (253)
(444) 1,803
(169) 52
($275) $1,751
($0.01) $0.09
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outstanding - Basic

Weighted average number of shares
outstanding - Diluted

See accompanying Notes to the Consolidated Financial Statements
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Hudson Technologies, Inc. and subsidiaries
Consolidated Statements of Cash Flows
Increase (Decrease) in Cash and Cash Equivalents
(unaudited)

(Amounts in thousands)

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss)

to cash used by operating activities:

Depreciation and amortization

19,424,950 19,072,264

19,424,950 19,521,362

Three month period

ended March 31
2009 2008
($275) $1,751
155 130
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Allowance for doubtful accounts
Value of share-based payment arrangements
Amortization of deferred finance costs
Deferred tax assets
Changes in assets and liabilities:
Trade accounts receivable
Inventories
Prepaid and other assets
Accounts payable and accrued expenses

Cash used by operating activities

Cash flows from investing activities:
Additions to patents
Additions to property, plant, and equipment

Cash used by investing activities

Cash flows from financing activities:

Proceeds from issuance of common stock - net
Proceeds from short-term debt - net
Repayment of long-term debt

Cash provided by financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Cash paid during period for interest
Cash paid for income taxes

See accompanying Notes to the Consolidated Financial Statements.

4 30

6 -

6 -
(169) 0
(3,101) (3,944)
1,705 (1,051)
2 (107)
(1.665) 2,343
(3.332) (848)
(5) 4)
(195) 7
(200) ao01)
6 -
6,456 1,744
(288) (282)
6.174 1.462
2,642 513
214 283
$2,856 $ 796
$320 $ 247
$7 $ 139
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Hudson Technologies. Inc. and subsidiaries

Notes to the Consolidated Financial Statements
Note 1 - Summary of significant accounting policies
Business

Hudson Technologies, Inc., incorporated under the laws of New York on January 11, 1991, is a refrigerant services
company providing innovative solutions to recurring problems within the refrigeration industry. The Company's
products and services are primarily used in commercial air conditioning, industrial processing and refrigeration
systems, including (i) refrigerant sales, (ii) refrigerant management services consisting primarily of reclamation of
refrigerants and (iii) RefrigerantSide® Services performed at a customer's site, consisting of system decontamination
to remove moisture, oils and other contaminants. In addition, RefrigerantSide® Services include predictive and
diagnostic services for industrial and commercial refrigeration applications, which are designed to predict potential
catastrophic problems and identify inefficiencies in an operating system. The Company's Chiller Chemistry®, Chill
Smart®, Fluid Chemistry ™, and Performance Optimization are predictive and diagnostic service offerings. The
Company operates through its wholly-owned subsidiary, Hudson Technologies Company. Unless the context requires
otherwise, reference to the "Company", "Hudson", "we", "us", "our", or similar pronouns refer to Hudson
Technologies, Inc. and subsidiaries.

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial statements and with the instructions of Regulation S-X.
Accordingly, they do not include all the information and footnotes required by generally accepted accounting
principles for complete financial statements. The financial information included in the quarterly report should be read
in conjunction with the Company's audited financial statements and related notes thereto for the year ended December
31, 2008. Operating results for the three month period ended March 31, 2009 are not necessarily indicative of the
results that may be expected for the fiscal year ending December 31, 2009.

In the opinion of management, all estimates and adjustments considered necessary for a fair presentation have been
included and all such adjustments were normal and recurring.

Consolidation

The consolidated financial statements represent all companies of which Hudson directly or indirectly has majority
ownership or otherwise controls. Significant intercompany accounts and transactions have been eliminated. The
Company's consolidated financial statements include the accounts of wholly-owned subsidiaries Hudson Holdings,
Inc. and Hudson Technologies Company.

Fair value of financial instruments

The carrying values of financial instruments including trade accounts receivable and accounts payable approximate
fair value at March 31, 2009, because of the relatively short maturity of these instruments. The carrying value of
short-and long-term debt approximates fair value, based upon quoted market rates of similar debt issues, as of March

31, 2009 and December 31, 2008.

Credit risk
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Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of
temporary cash investments and trade accounts receivable. The Company maintains its temporary cash investments in
highly-rated financial institutions and, at times, the balances exceed FDIC insurance coverage. The Company's trade
accounts receivables are primarily due from companies throughout the United States. The Company reviews each
customer's credit history before extending credit.

The Company establishes an allowance for doubtful accounts based on factors associated with the credit risk of
specific accounts, historical trends, and other information. The carrying value of the Company's accounts receivable is
reduced by the established allowance for doubtful accounts. The allowance for doubtful accounts includes any
accounts receivable balances that are determined to be uncollectible, along with a general reserve for the remaining
accounts receivable balances. The Company adjusts its general or specific reserves based on factors that affect the
collectability of the accounts receivable balances.

For the three month period ended March 31, 2009, one customer accounted for approximately 11% of the Company's

revenues. For the three month period ended March 31, 2008, one customer accounted for approximately 14% of the
Company's revenues.
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The loss of a principal customer or a decline in the economic prospects of and/or a reduction in purchases of the
Company's products or services by any such customer could have an adverse effect on the Company's future financial
position and results of operations.

Cash and cash equivalents

Temporary investments with original maturities of ninety days or less are included in cash and cash equivalents.

Inventories

Inventories, consisting primarily of refrigerant products available for sale, are stated at the lower of cost, on a first-in
first-out basis, or market.

Property, plant, and equipment

Property, plant, and equipment are stated at cost, including internally manufactured equipment. The cost to complete
equipment that is under construction is not considered to be material to the Company's financial position. Provision
for depreciation is recorded (for financial reporting purposes) using the straight-line method over the useful lives of
the respective assets. Leasehold improvements are amortized on a straight-line basis over the shorter of economic life

or terms of the respective leases. Costs of maintenance and repairs are charged to expense when incurred.

Due to the specialized nature of the Company's business, it is possible that the Company's estimates of equipment
useful life periods may change in the future.

Revenues and cost of sales

Revenues are recorded upon completion of service or product shipment and passage of title to customers in
accordance with contractual terms. The Company evaluates each sale to ensure collectability. In addition, each sale is

9
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based on an arrangement with the customer and the sales price to the buyer is fixed. License fees are recognized over
the period of the license based on the respective performance measurements associated with the license. Royalty
revenues are recognized when earned. Cost of sales is recorded based on the cost of products shipped or services
performed and related direct operating costs of the Company's facilities. To the extent that the Company charges its
customers shipping fees such amounts are included as a component of revenue and the corresponding costs are
included as a component of cost of sales.

The Company's revenues are derived from refrigerant and reclamation sales and RefrigerantSide® Services, including
license and royalty revenues. The revenues for each of these lines are as follows:

Three Month Period Ended March 31, 2009 2008

(in thousands, unaudited)

Refrigerant and reclamation sales $6,011 $10,701
RefrigerantSide® Services 572 0665
Total $6.583 $11.366

Income taxes

The Company utilizes the asset and liability method for recording deferred income taxes, which provides for the
establishment of deferred tax asset or liability accounts based on the difference between tax and financial reporting
bases of certain assets and liabilities. The tax benefit associated with the Company's net operating loss carry forwards
("NOL's") is recognized to the extent that the Company is expected to recognize future taxable income. The Company
has assessed the recoverability of its deferred tax assets based on its expectation that it will recognize future taxable
income and accordingly has adjusted its valuation allowance for this asset. As of March 31, 2009, the net deferred tax
asset is $4,120,000.

Certain states either do not allow or limit NOL's and as such the Company will be liable for certain state taxes. To the
extent that the Company utilizes its NOL's, it will not pay tax on such income but may be subject to the federal
alternative minimum tax. In addition, to the extent that the Company's net income, if any, exceeds the annual NOL
limitation it will pay income taxes based on existing statutory rates. Moreover, as a result of a "change in control", as

defined by the Internal Revenue Service, which limits the Company's ability to utilize its existing NOL's, the
Company's NOL's are limited to use of approximately $1,300,000 annually.
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As a result of an internal revenue audit, the 2006 and prior tax years have been closed. The Company operates in
many states throughout the United States and, as of December 31, 2008, the various states' statutes of limitations
remain open for tax years subsequent to 2004.

Income (loss) per common and equivalent shares

The following table sets forth the computation of basic and diluted income (loss) per common share:

Three Month Period

10
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Ended March 31
2009 2008
(unaudited)
Numerator:
Net income (loss) ($275,000) $1,751,000
Denominator:
Weighted average number of shares - basic 19,424,950 19,072,264
Shares underlying options and warrants = 449.098
Weighted average number of shares-diluted 19,424,950 19,521,362

In 2009 and 2008, certain options and warrants aggregating 2,954,843 and 1,906,744 shares, respectively, have been
excluded from the calculation of diluted shares due to the fact that their effect would be anti-dilutive.

Estimates and risks

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States requires management to make estimates and assumptions that affect reported amounts of certain assets and
liabilities, the disclosure of contingent assets and liabilities, and the results of operations during the reporting period.
Actual results could differ from these estimates.

The Company participates in an industry that is highly regulated, changes in which could affect operating results.
Currently the Company purchases virgin, hydrochlorofluorocarbons ("HCFC") and hydroflourocarbons ("HFC"),
refrigerants and reclaimable, primarily HCFC and chlorofluorocarbon ("CFC"), refrigerants from suppliers and its
customers. Effective January 1, 1996, the Clean Air Act (the "Act") prohibited the production of CFC refrigerants and
limited the production of HCFC refrigerants. Additionally, effective January 2004, the Act further limited the
production of HCFC refrigerants and federal regulations were enacted which impose limitations on the importation of
certain virgin HCFC refrigerants. Under the Act, production of certain HCFC refrigerants is scheduled to be phased
out during the period 2010 through 2020, and production of all HCFC refrigerants is scheduled to be phased out by
2030. Notwithstanding the limitations under the Act, the Company believes that sufficient quantities of new and used
refrigerants will continue to be available to it at a reasonable cost for the foreseeable future. To the extent that the
Company is unable to source sufficient quantities of refrigerants or is unable to obtain refrigerants on commercially
reasonable terms or experiences a decline in demand and/or price for refrigerants, the Company could realize
reductions in refrigerant processing and possible loss of revenues, which would have a material adverse affect on
operating results.

The Company is subject to various legal proceedings. The Company assesses the merit and potential liability
associated with each of these proceedings. In addition, the Company estimates potential liability, if any, related to

these matters. To the extent that these estimates are not accurate, or circumstances change in the future, the Company
could realize liabilities, which would have a material adverse effect on operating results and its financial position.
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Impairment of long-lived assets and long-lived assets to be disposed of

The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a

11



Edgar Filing: HUDSON TECHNOLOGIES INC /NY - Form 10-Q

comparison of the carrying amount of the assets to the future net cash flows expected to be generated by the asset. If
such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of
the carrying amount or fair value less the cost to sell.

Recent accounting pronouncements

In September 2006, the Financial Accounting Standards Board ("FASB") issued FASB statement No. 157 ("SFAS No.
157"), "Fair Value Measurements," which establishes a framework for measuring fair value in generally accepted
accounting principles and expands disclosures about fair value measurements. SFAS No. 157 defines fair value as the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. SFAS No. 157 is effective for financial statements issued for fiscal years
beginning after November 15, 2007, and interim periods within those fiscal years. The FASB agreed to defer the
effective date of Statement 157 for one year for non-financial assets and non-financial liabilities that are recognized or
disclosed at fair value in the financial statements on a nonrecurring basis. There is no deferral for financial assets and
financial liabilities, nor for the rare non-financial assets and non-financial liabilities that are remeasured at fair value at
least annually. The adoption of SFAS No. 157 did not have a material impact on the Company's results of operations
or its financial position.

In December 2007, the FASB issued Statement No. 141 (revised 2007), "Business Combinations" ("FAS 141"). FAS
No. 141 (revised 2007) requires an acquirer to measure the identifiable assets acquired, the liabilities assumed and any
noncontrolling interest in the acquiree at their fair values on the acquisition date, with goodwill being the excess value
over the net identifiable assets acquired. This standard also requires the fair value measurement of certain other assets
and liabilities related to the acquisition such as contingencies. FAS 141 (revised 2007) applies prospectively to
business combinations and is effective for fiscal years beginning on or after December 15, 2008.

In June 2008, the Emerging Issues Task Force of the FASB published EITF Issue 07-5 "Determining Whether an
Instrument is Indexed to an Entity's Own Stock" ("EITF 07-5") to address concerns regarding the meaning of "indexed
to an entity's own stock" contained in FAS Statement 133 "Accounting for Derivative Instruments and Hedging
Activities". This related to the determination of whether a freestanding equity-linked instrument should be classified
as equity or debt. If an instrument is classified as debt, it is valued at fair value, and this value is remeasured on an
ongoing basis, with changes recorded in earnings in each reporting period. EITF 07-5 is effective for years beginning
after December 15, 2008 and earlier adoption is not permitted. Adoption of EITF 07-5 did not have a financial
statement impact on the Company.

Reclassification
Certain prior period amounts have been reclassified to conform to the current year presentation.
Note 2 - Share-based compensation

Share-based compensation represents the cost related to share-based awards, typically stock options, granted to
employees, non-employees, officers and directors. Share-based compensation is measured at grant date, based on the
estimated fair value of the award, and such amount is charged to compensation expense on a straight-line basis (net of
estimated forfeitures) over the requisite service period. For the three month period ended March 31, 2009 and 2008,
the share-based compensation expense of $6,000 and none respectively, is reflected in general and administrative
expenses in the consolidated statements of operations.

Share-based awards have historically been stock options issued pursuant to the terms of the Company's 1994, and

1997 stock option plans and the Company's 2004 and 2008 stock incentive (the "Plans"), described below. The Plans
may be administered by the Board of Directors or the Compensation and Stock Option Committee of the Board, or by

12
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another committee appointed by the Board from among its members as provided in the Plans. Presently, the Plans are
administered by a committee consisting of non-employee directors. As of March 31, 2009, the Plans authorized the
issuance of stock options to purchase 5,500,000 shares of the Company's Common stock and, as of March 31, 2009
there were 3,360,000 shares of the Company's Common stock available for issuance for future stock option grants.

Stock options are awards, which allow the recipient to purchase shares of the Company's common stock at a fixed
price, are typically granted at an exercise price equal to the Company's stock price at the date of grant. Typically, the
Company's stock option awards have generally vested from immediately to two years from the grant date and have
had a contractual term ranging from five to ten years.
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During the three month period ended March 31, 2009 and 2008, the Company issued none and 180,000 stock options,
respectively, and the fair value of these awards was none and $96,000, respectively. At March 31, 2009, there was
$68,000 of unrecognized compensation cost related to non-vested previously granted option awards.

Effective October 31, 1994, the Company adopted an Employee Stock Option Plan ("1994 Plan") pursuant to which
725,000 shares of common stock were reserved for issuance upon the exercise of options designated as either (i)
options intended to constitute incentive stock options ("ISOs") under the Internal Revenue Code of 1986, as amended,
("Code") or (ii) nonqualified options. ISOs could be granted under the 1994 Plan to employees and officers of the
Company. Non-qualified options could be granted to consultants, directors (whether or not they are employees),
employees or officers of the Company. Effective November 1, 2004, the Company's ability to grant options under the
1994 Plan expired.

Effective July 25, 1997, the Company adopted its 1997 Employee Stock Option Plan, which was amended on August
19, 1999, ("1997 Plan") pursuant to which 2,000,000 shares of common stock were reserved for issuance upon the
exercise of options designated as either (i) ISOs under the Code, or (ii) nonqualified options. ISOs may be granted
under the 1997 Plan to employees and officers of the Company. Non-qualified options may be granted to consultants,
directors (whether or not they are employees), employees or officers of the Company. Stock appreciation rights may
also be issued in tandem with stock options. Effective September 11, 2007, the Company's ability to grant options or
stock appreciation rights under the 1997 Plan expired.

Effective September 10, 2004, the Company adopted its 2004 Stock Incentive Plan ("2004 Plan") pursuant to which
2,500,000 shares of common stock are currently reserved for issuance upon the exercise of options, designated as
either (i) ISOs under the Code or (ii) nonqualified options, restricted stock, deferred stock or other stock-based
awards. ISOs may be granted under the 2004 Plan to employees and officers of the Company. Non qualified options,
restricted stock, deferred stock or other stock-based awards may be granted to consultants, directors (whether or not
they are employees), employees or officers of the Company. Stock appreciation rights may also be issued in tandem
with stock options. Unless the 2004 Plan is sooner terminated, the ability to grant options or other awards under the
2004 Plan will expire on September 10, 2014.

Options granted under the 2004 Plan may not be granted at a price less than the fair market value of the common stock
on the date of grant (or 110% of fair market value in the case of persons holding 10% or more of the voting stock of
the Company). Non-qualified options granted under the 2004 Plan may not be granted at a price less than the fair
market value of the common stock. Options granted under the 2004 Plan expire not more than ten years from the date
of grant (five years in the case of ISOs granted to persons holding 10% or more of the voting stock of the Company).

13
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Effective August 27, 2008, the Company adopted its 2008 Stock Incentive Plan ("2008 Plan") pursuant to which
3,000,000 shares of common stock are currently reserved for issuance upon the exercise of options, designated as
either (i) ISOs under the Code or (ii) nonqualified options, restricted stock, deferred stock or other stock-based
awards. ISOs may be granted under the 2008 Plan to employees and officers of the Company. Non qualified options,
restricted stock, deferred stock or other stock-based awards may be granted to consultants, directors (whether or not
they are employees), employees or officers of the Company. Stock appreciation rights may also be issued in tandem
with stock options. Unless the 2008 Plan is sooner terminated, the ability to grant options or other awards under the
2008 Plan will expire on August 27, 2018.

Options granted under the 2008 Plan may not be granted at a price less than the fair market value of the common stock
on the date of grant (or 110% of fair market value in the case of persons holding 10% or more of the voting stock of
the Company). Non-qualified options granted under the 2008 Plan may not be granted at a price less than the fair
market value of the common stock. Options granted under the 2008 Plan expire not more than ten years from the date
of grant (five years in the case of ISOs granted to persons holding 10% or more of the voting stock of the Company).

All stock options have been granted to employees and non-employees at exercise prices equal to or in excess of the
market value on the date of the grant.

The Company determines the fair value of shared based awards at the grant date by using the Black-Scholes
option-pricing model, and is incorporating the simplified method to compute expected lives of share based awards
with the following weighted-average assumptions:
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Three Month Period Ended March 31, 2009 2008
Assumptions

Dividend Yield 0 % 0%

Risk free interest rate 1.7% to 2.9%

2.9%
Expected volatility 52% to 55% 55%
Expected lives 2 to 5 years 5 years

A summary of the status of the Company's Plans as of December 31, 2008 and March 31, 2009 and changes for the
years ending on those dates is presented below:

_ Weighted
Average

Stock Option Plan Grants Shares Exercise Price

Outstanding at December 31. 2007 3,009,643 $1.15

220,000 $1.44
e Granted
(60,000) $1.09

14
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e Forfeited
(309.800) $0.97

e Exercised

Outstanding at December 31. 2008 2,859,843 $1.19
(5.000) $1.13

e Exercised
Outstanding at March 31. 2009 2,854,843 $1.19

The following is the weighted average contractual life in years and the weighted average exercise price at March 31,
2009 of:

Weighted Average
Number of Remaining Weighted Average
Options Contractual Life Exercise Price
Options outstanding 2,854,843 6 years $1.19
Options vested 2,773,367 6 years $1.14

The following is the intrinsic value at March 31, 2009 of:

Options outstanding $1,120,000
Options vested $ 5,000
Options exercised $ 6,000

The intrinsic value of options exercised during the year ended December 31, 2008 was $496,000

The following is the weighted average fair value for the three month period ended March 31, 2009 of:

Options granted None
Options vested $1.14

Page 11
Note 3 - Debt

On April 17, 2008, Hudson amended its credit facility with Keltic Financial Partners, LLP ("Keltic") and secured
participation from Bridge Healthcare Financial, LLC ("Bridge") to provide for borrowings up to $15,000,000. On
March 20, 2009, the facility was temporarily increased to $17,000,000 and effective July 15, 2009 the facility will
return to $15,000,000. The facility consists of a revolving line of credit and term loans, which expires on June 20,
2011. Advances under the revolving line of credit are limited to (i) 85% of eligible trade accounts receivable and (ii)

15
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55% of eligible inventory. Advances available to Hudson under the A and B term loans may not exceed $2,500,000
and $4,500,000, respectively. At 