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THE
COMPANY

Investors Capital Holdings, Ltd. and its whetiyvned subsidiaries are often referred to in this report, both individually and collectively,
the "Company" or with terms such as "we", "us", "our" and the like. When being referred to individually wefiecence to the other
components of the Company, Investors Capital Holdings, Ltd. and its wdwiied subsidiaries, Investors Capital Corporation, Eastern Poin
Advisors, Inc., ICC Insurance Agency, Inc., and Investors Capital Holdings Securities @Giorpana often referred to in this report as "ICH",
"ICC", "EPA", AICC InsurancéandflCH Securities, respectively.

FORWARD -LOOKING
STATEMENTS

The statements, analyses, and other information contained herein relating to trends in our ®perhfiaancial results, the markets for
our products, the future development of our business, and the contingencies and uncertainties to which we may benslbjecbtlsr
statements including words such as "anticipate,” "believe," "plan," "estimakpect," "intend,"” "will," "should," "may," and other similar
expressions, are "forwaddoking statements" under the Private Securities Litigation Reform Act of 1995. Such statements are made bas
upon management's current expectations and bebiefscning future events and their effects on the Company. Our actual results may diffe
materially from the results anticipated in these forwaaking statements.

These forwardooking statements are subject to risks and uncertainties including, but not limited to, the risks discussed in PB&t {1, Iter
fiRisk Factoré.

Readers are also directed to other descriptions and discussions of risks and uncéinttimtig be found in this report and other
documents filed by the Company with the United States Securities and Exchange Commis&®BE@ha/Ne specifically disclaim any
obligation to update or revise any forwdabking information, whether as a rdtsof new information, future developments, or otherwise.
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PART |

ITEM 1. BUSINESS

OVERVIEW

Incorporated in 1995, ICH is a financial services holding company that operates primarily through its subsidiary, IC&dmems of
the financial services industry:

e Brokerdealer servicem support of trading and investment in securities such as corporate stocks and bonds, U.S. Governmel
securities, municipal bonds, mutual funds, variable annuities and variable life insurance, including provision of mariaidnfo
internet trading ash portfolio tracking facilities and records management, and

e Investment advisory serviceincluding asset management of individual client accounts and, until the third quarter of our fiscal
year ended March 31, 2006, management of two retail mutuad.fund

Financial information pertaining to the Company for the fiscal years ended March 31, 2007, 2006 and 2005 is includédfithizart
document including, without limitation, selected financial data in Item 6 and financial statements and suppjetiaga in Item 8 thereof. See
Part 11, Item 8, Footnote 1iFiSegment Informatiodfor information concerning each of the segments of the Con@pdmginess with respect



to the fiscal years ended March 31, 2007, 2006 and 2005, including revenuestiomlecustomers, a measure of profit or loss, and total
assets.

BROKER-DEALER SERVICES

Investors Capital Corporation

Investors Capital Corporation ("ICC") is a securities brakealer that is registered with the National Association of Securities Dealers
("NASD"), the Securities and Exchange Commission ("SEC"), the Municipal Securities Rule Making Board ("MSRB")%exltitees
Investor Protection Corporation ("SIPC"). Headquartered in Lynnfield, Massachusetts, theawrgdly subsidiary of ICH also is duly
registered and doing business as a brolealer in all 50 states, the Commonwealth of Puerto Rico and thieeDa$tColumbia. ICC makes
available multiple investment products and provides support, technology andffieelservices to a network of approximately 675
independent registered representatives ("representatives”). Commissions derived from the rfcsasioces and products to ICC's registerec
representatives represented approximately 97.4% of the Company's total revenues for the fiscal year ended March 31, 2007.

Broker-Dealer Representatives

Our representatives sell investment products that are securities under federal and state law. Accordingly, they ai® qaqlifyeahd
register as representatives with our brettealer subsidiary under federal and state law. Depending upon theties;tthey also may be
required to qualify and register as investment adviser representatives-i@uwusitraining programs for representatives emphasize the
long-range aspects of financial planning and investment products. We believe that the ngpmtitugation and support we provide to our
registered representatives enables them to better inform and serve their clients.

Continuing to add productive registered representatives is an integral part of our growth strategy. We seek to redruixyperianced
registered representatives who focus on assisting their clients in attaining themngedinancial goals. Once recruited, we focus on
enhancing our representatives' professional knowledge, skills and value to their clients. Ddigogltigear ended March 31, 2007, our
average revenue per registered representative increased more than 27.87% to $115,530 compared to the
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previous fiscal year, more than offsetting a 8.04% decrease in the number of representatives in our national network.

In additionto a variety of valuable products and services, we offer prospective representatives an attractive commission payout and
desired, the independence of owning and operating their own offices. Approximately 20 of our independent representatives work
Companyprovided regional investment centers (8ednvestment Center Modglbelow). The remainder of our representatives generally pa
substantially all of the costs associated with their offices and operations, while we concentrate on providirad, teghulitory, supervisory,
compliance and other support services to our independent investment professionals. This allows expansion of our offeratatnselyi
minimal capital outlay.

Compensation to Representatives

Commission payout®tour registered representatives are negotiated and currently average 83.26% of the gross dealer concession
generated from the sale of securities. Pursuant to the terms of our agreements with our registered representativesjtted s @erent
NASD rules, we provide our representatives, or their named beneficiaries, with continuing commissiorsxistipgebusiness in the event of
their retirement from the securities industry or death. Representatives grant to us the right to offset agaiastorsnemiitain losses we may
sustain as a result of their actions, omissions and errors. Our agreements with our representatives are terminalgarby\eithel5 days
prior written notice, and do not contain either a confidentiality orcmmpete povision.

Support to Representatives



We provide a variety of services and products to our representatives to enhance their professionalism and productivity.

Technology Resourcegidvanced technology, including client and corporate websites, enable our representatives and their clients to

perform many tasks eline, including:

Opening of new accounts

Monitoring of existing accounts

Updating of client accounts

Initiating andexecuting trading activities

Viewing and downloading commission data

Locating and exploring financial products

Downloading client data

Researching reports or inquiries on companies, securities and other pertinent financial topics

Approved Inestment ProductsWe allow our representatives to offer a wide variety of approved investment products to their clients tl

are sponsored by weleéspected, financially sound companies. We believe that this is critical to the success of our registserttatipes
and the Company. We follow a selective process in determining approved products to be offered to clients by our reggeaadtates
periodically review the product list for continued maintenance or removal of approved status.

Marketing. We provide advertising and public relations assistance to our representatives that enhance their profile, public ancrenes

professional stature in the public's eye, including NAgGIproved marketing materials, corporate and product broshnclient letters.

Supervision/Compliancé/We maintain strong broketealer and investment adviser compliance programs. In addition to an
eighteeamember home office staff that includes two dedicated compliance attorneys, we retain experihsegédigisors in
NASD-recognized Offices of Supervisory Jurisdiction across the country that are charged with compliance responsibilitiesdgroefis
of registered representatives including, in particular, neffiliated representatives. By pdsiting these
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compliance individuals in the field, we are able to more closely supervise and monitor the activities of our represergatinase their
compliance with applicable laws, rules and regulations. Our compliance efforts are further enhandemlibg tmputer systems and
programs, including routine internal audits to ensure our compliance witmangy laundering standards and other regulations under the
USA Patriot Act.

Our representatives seek and value assistance in the area of compliapasy Kestep with the latest industry regulations, our
compliance department provides to our representatives, among other things:

Advertising and sales literature review

Field inspections, followed up with written findings and recommendations
Weeklyfaxes and monthly conference calls on selected compliance topics
Assistance with customer complaints and regulatory inquiries

Workshops, seminars andimuse publications on various compliance matters
Regional and national meetings

Interpretatiorof rules and regulations and general compliance training

Clearing. We utilize the services of a clearing firm to clear our transactions onfarfservice basis. Our clearing firm processes most of
the noncheck and application securities transasi for our account and the accounts of our clients. Services of our clearing firm include
billing and credit extension as well as control, receipt, custody and delivery of customer securities and funds. Wespasi@tcharge for
these services, réhyg on the operational capacity and the ability of our clearing firm for the orderly processing of security transactions.
Engaging the processing services of a clearing firm exempts us from the application of certain capital reserve requilesttertaplex
regulatory requirements imposed by federal and state securities laws.

Broker-Dealer Revenue



Commission revenue generated by ICC during the last three fiscal years was derived from the following activities:

Fiscal Year Ended March 31,

Source of Commission Revenue 2007 2006 2005
Sale of mutual funds and unit investment trusts 1 : 20% 23% 19%
Sale of variable annuities and variable life insurance: 39% 38% 39%
Sale of individual stocks and bonds: 24% 22% 23%
Sale of direct participation programs: 16% 14% 11%
Other activities: _ 1% _ 3% _ 8%
Total 100% 100% 100%

Direct participation programs predominantly involve equity investments in limited partnerships and real estate investsent tru
("REITS"). The increase in sales of this product type was directly correlated to the performance of the oil and gasgmbtirameal estate
market since REITS and oil & gas programs make up 91.5% of this revenue category. As with other broker dealer produstsnssiems
on REITS and oil and gas programs are comprised of a gross dealer concession on the invested amount.

Commission revenue from our mutual funds and variable annuity products continues to make up most of the revenue soarcthisowev
relationship may not continue as our revenue mix becomes more diversified.

We believe there may be a trend in thiufe for commissions from stocks and bonds, as a percentage of total commissions, to increa:
to our continued efforts to recruit representatives who are duly licensed to execute securities trades for their clients.

1 Sale of mutual funds includes hatales of mutual funds through diréicheck and applicati@rand sales from our trading platform.
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INVESTMENT ADVISORY
SERVICES

Historically since its inceptiom 1995, Eastern Point Advisors, Inc. ("EPA") served as our dedicated investment adviser subsidiary,
providing investment advisory services to the investing public through its advisory service programs. These prograrestuvhith f
EPA-managed portfolis of load and ndoad mutual funds, variable and /or individual securities, were provided to the public through as ms
as 100 investment adviser representatives. Extensive legal, data processing and other support services were provia&PByihCpport
of these activities in order to minimize duplication within EPA of heeded administrative capabilities that were alreadgbyskCC.

The involvement of two separate entities in servicing a single business line resulted in managemprdaralettzer inefficiencies that, in
addition to increasing costs, complicated compliance with internal oversight and regulatory filing requirements. Feetaratigements
hindered the full implementation of I@emerging statef-the-art trading anésset management technology platform to provide superior
asset management services to representatives and their customers, such as portfolio performance reporting and acciognt rebalan

To address these structural problems, management determimadsition the bulk of EP& advisory services to ICC, which commenced
operations as a registered investment adviser in November 2003 doing business as Investment Capital Advisoril SAQ)icEkd transfer
of EPA-managed assets to ICA managementaasmenced in fiscal year ended 2004 and completed in fiscal year ended 2006.

Additionally, ICA has been encouraging movement away from centralized delivery of advisory services to a more persdivaliged de
system that emphasizes close, technoleiggbled interaction between independent representative and customer that can lead to more agi
decision making and enhanced customer satisfaction and program participation. In support of this new business modfeic US&dhais
recruiting additional@gistered investment adviser representatives and increasing the qualifications, technical competence and motivatio
existing representatives. As of March 31, 2007, ICA had 365 registered investment advisors, for a 4.58% increase oearties yea
complement.



The success of these initiatives is reflected in the fact that the market value of assets under management by the Gbiiaiatny3s
2007 rose to $515 million, representing a 627.9% increase over the market value three yearsheamiaxifium annual fee charged for by
ICA for these services is 2.9% of market value, which is paid by the customer in quarterly installments. Revenue fronkt RMdamset
management services totaled $6.77 million for the fiscal year ended March 31o28p@roximately 8.45% of total Company revenues for
that period.

Currently, EPAs business operations are limited to third party service agreements assisting in the conversion of investor representa
the current ICA business model. EPA nader has any licensed representatives other than its principals.

Retail Mutual Funds

The Company ceased its mutual fund management services, which had been provided by EPA, during the third quarted géaur fisca
ended March 31, 2006. Management believed the risk/reward equation was beginning to shift away from the reward sitteofs a res
increased costs to maintain our two funds, the Eastern Point Advisors Capital Appreciation Fund (previously named tRedyemst the
Eastern Point Advisors Rising Dividend Growth Fund. Primarily, these increased costs were related tat$etgatneest new reporting and
compliance requirements. In addition, management believed that providing mutual fund management services was strayicgrigom ou
business of recruiting and providing quality customer service and technology to our indefieadeia| representatives.

On October 24, 2005 Eastern Point Advisors, Inc. ("EPA"), a witsiged subsidiary of ICH, entered into a definitive agreement with
Dividend Growth Advisors, LLC ("DGA") pursuant to which EPA
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agreed to terminate its Investment Advisory Agreement with Eastern Point Advisors Funds Trust (the "Trust") effectivd & @0bBrto
permit the appointment by the Trust of DGA to supersede EPA as the Trust's investment adviser. EPA had serv@d agcevd&tment
adviser for the Funds, which are sponsored by the Trust, and DGA had provided investment advisory services to the 2004t simsaant
to a subcontract with EPA. DGA entered into a new advisory agreement directly with the Trust.

Investment Advisor Representatives

Each of our investment adviser representatives must satisfy the state licensing requirements in the states in whicletipeippofetheir
clients utilizing our investment advisory services. As of March 31, 2007 approximately 365 independent imagktipenrepresentatives
registered with the various state securities departments were affiliated with ICA.

Asset Allocation Strategy

Registered investment adviseifR(As0) often provide advisory services through our representdtieeted program where the asset
allocation is performed directly by the independent representative. 2,958 investors participated in this program aaf Rchwhile
1,028 investors padipated in our other advisory services programs where asset allocation is performed by ICA as the adviser.

Our asset allocation strategy is based on the principle that, by investing in a combination of asset classes, riskunag haited
seekingenhanced returns. Combining asset classes that typically do not fluctuate in tandem may lower the volatility of thescustomer'
investment portfolio while providing the potential for increased {tamgn returns. The Company utilizes the following stemiplementing
our asset allocation strategy for each individual customer:

e We determine the customer's risk tolerance, investment goals, age, time horizon, investment experience and finandaband p
circumstances using detailed questionnaires tlat@mnpleted during personal interviews. Based upon these data, we recomme
an overall investment allocation consisting of a suggested percentage of stocks, bonds, cash and/or other investment produ



e Should the customer agree with the recommended overall investment allocation, we then select what we believe to be apprc
investment vehicles for the particular customer from a universe of mutual funds, variable annuities and individual ardurities
other investment products.

e Following implementation of the recommended portfolio, we monitor portfolio performance, communicate the model's
performance to the client quarterly, and make portfolio changes based upon performance, the customer'sitiigdiociafoals
and risk tolerance and other relevant factors.

FeeBased Compensation Structure

In conformity with the requirements of the Investment Advisers Act of 1940, compensation for our investment advisoryceesifteof
an annuafee calculated as a percentage of total assets under management rather than a tlaasadtcmmmission or performance fee.

INVESTMENT
CENTERS

The Company operates retail investment centers in Topsfield and Braintree, Massachusetts; Bedford, New Hampshire; Néamhattan,
York and Miami, Florida. Unlike the arrangement the Company has with its typical independent contractor representativpatnefnds
the overhead operational cost of the investment centers and staffs the locations with registered representatives. gifitecieniestm
representatives are typically on a lower payout schedule intended to offset the overhead costs incurred by
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the Company. The Compaisycontinued investment in this business model is contingent on achieving sustained growth and acceptable |
margins.

INSURANCE
OPERATIONS

In certain states a licensed insurance entity is required in order for ICC representatives to sell life insurance apcbdnntstio their
clients. Accordingly, the Company operates ICC Insurance Agency, Inc., a weloigd subsidiary of ICH that duly licensed for such
purposes in all states in which such licensing is required. All revenue realized by this entity flows through as revehG€ teegment.

ICH
SECURITIES

In March 2005 Investors Capital Holdings Securities, Inc., ("ICEL8ges") was formed as a wholbywned subsidiary of ICH to hold
cash for tax benefit purposes at the state level.

OUR
STRATEGY

Key elements to achieve our corporate objectives include:
e Increase brand awareness; expand business presevweplan to increase our brand recognition to attract new clients and

representatives. We are executing a comprehensive marketing plan to attract more clients and experienced represéhtatives,
market awareness, educate the investing public and matuistomer loyalty through direct marketing, advertising through our



marketing department, use of our web site, various public relations programs, web and live seminars, print advertisamgl radio
television.

e Provide valueadded services to our clienté/e provide our clients with access to a pool of wiedined representatives, access to
up-to-date market and other financial information, and direct access to our trade desk that is online with various stock exchai
and institutional buyers and seieWe will also continue to provide trading before and after traditional market hours to our clie

e Create technologically innovative solutions to satisfy client nedfls. continue to pursue additional technologies to service the
rapidly evolving finacial services industry. We are enhancing our web site to augment ourdaltalitg to trade equity securities
efficiently via the Internet, to monitor dime the history and current status of their accounts at any time, and to access financia
and otter pertinent information. Also, we have developed personalized Internet web sites for our representatives to provide tl
clients, through the use of passwords and firewalls, a secure and private interface directly to our proprietary wehadibevsT hi
these clients to perform market research, buy and sell securitis&@pmonitor their accounts and utilize financial calculators.

e Provide technological solutions to our representativéd/e believe that it is imperative that we continue to possatsodtthe-art
technology so that our employees and independent registered representatives can effectively facilitate, measure asidessord
activity in a timely, accurate and efficient manner. By continuing our commitment to provide a highly ¢capabtdogy platform
to process business, we believe that the Company can achieve economies of scale and potentially reduce the needbtmahire ¢
personnel.

e Expand our product and service offering through strategic relationshifée continue to pursue business alliances to increase
trading volume, capitalize on cresslling opportunities, create additional markets for our asset management programs and mt
fund sales, take advantage of emerging market trends, create opekefioiegicies and further enhance our name recognition.
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However, we have no present agreements, plans, arrangementiestandings regarding any acquisitions and have not identified any
specific criteria that such acquisitions must meet.

COMPETITI
ON

Our competitors vary in size, scope and breadth of services offered. We encounter direct competition from numeroud establishe
full-commission and discount brokerage firms that have electronic brokerage services and full research capabilities. Wentdso enco
competition from insurance companies with securities brokerage subsidiaries, financial institutions, mutual fund spastbers andluding
in particular those who utilize financial planning representatives who bear their own office expenses.

Many competitors have greater financial, technical, marketing and other resources, offer a wider range of servicesamidihacts,
and have greater name recognition and more extensive client bases.

We believe that our ability to competethre brokerdealer and investment advisory segments of our business depends upon many fact
both within and outside our control, including:

Our ability to attract and retain a network of experienced investment professionals

The effectiveness, easeusfe, performance and features of our technology and services and overall client satisfaction
The price and quality of our services

The volatility and performance of financial markets and the world economy

Our ability to service our clients effectiyeand efficiently

Our reputation in the financial services industry

Our ability to foster compliance with applicable laws and regulations by employees and independent representatives

OUR PROCESS

Check and Application



The majority of transactions are conducted through a check and application process where a client check and an investny@nt com
product application is delivered to us for processing. Our review includes principal review and submission to the iros{raagtor
clearing firm.

Online Trading

Through the use of our remote electreaitry trading platform, registered representatives can efficiently submit a wide range of equity
trades online. The trades are reviewed by our principal andeaning firm before processing.

Bond Trading

The Compangs fixedincome trading desk uses a network of regional and primary dealers to execute trades across a broad array of
fixed-income asset classes. The desk also utilizes several-deglexlectronic services that allow the desk to offer inventory anditdesitly
execute trades.

Asset Allocation

Asset Allocation services are available through ICA, the Conisdiagerallyregistered investment adviser subsidiary. The atlon
services, for the most part, are executed through our online trading platform. Other allocation services are perfolmeddndtbampany
directly.

HOW WE ARE
REGULATED

Page 10

INVESTORS CAPITALEBLDINGS LTD- 10-K

Fiscal Year Ended March 31, 2007

Broker-Dealer Regulation

The securities industry is subject to extensive regulation under both federal and state law. The SEC is the federapagesitig for
administering the federal securities laws that apply to brdkaters. ICC is a brokelealer registered with the SEIn addition to complying
with the voluminous and complex rules set out in the Securities Exchange Act of 1934 and the rules promulgated theseyinelgistered
brokerdealer that conducts business with the public is required to be a member objutl t© the rules of NASD or NYSE.

NASD has established conduct rules for securities transactions amongdealens and private investors, trading rules for the
overthe-counter markets and operational rules for its member firms. NASD condactsretions of member firms, investigates possible
violations of the federal securities laws and its own rules and conducts disciplinary proceedings involving member disstciteld
individuals. NASD administers qualification testing for all secwsifieincipals and registered representatives for its own account and on bel
of the state securities authorities. We are also subject to regulation under state law. We are currently registereddsadebriokall 50
states, Puerto Rico and the Distiof Columbia.

The SEC and other regulatory bodies in the United States have rules with respect to net capital requirements thdirakeetlealer
subsidiary. These rules are designed to ensure that bfekésrs maintain adequate capitafélation to their liabilities, types of securities
business conducted and the size of their customer business. These rules have the effect of requiring that a substeotial porti
brokerdealer's assets be kept in cash or highly liquid investmeaitaré-to maintain the required net capital may subject a firm to suspensic
or revocation of its registration with the SEC and suspension and expulsion by the NASD and other regulatory bodiestehdmély



require its liquidation. The rules couldstdct underwriting, trading activities, our ability to withdraw capital, pay dividends, pay interest on
and repay the principal of any debt, among other matters.

Registered Investment Adviser Regulation

The Investment Advisers Act of 1940 (th&dvisers Act"), and the rules promulgated thereunder, regulate the registration and
compensation of investment advisers. Investment advisers are deemed to be fiduciaries for their clients and, as suithadrghetandard
of conduct. Investment@isers are subject to a similar level of oversight by the SEC and the various states as atkehlelerinvestment
advisers are required to register with the SEC and/or appropriate state regulatory agencies, are required to pedodjpaittgdihd are
subject to periodic or special examinations. Rules promulgated under the Advisers Act govern many aspects of the iclvéstinyent a
business, such as advertisements by investment advisers and the custody or possession of funds or sedignitieMofastates require
registration by investment advisers unless an exemption is available and impose annual registration fees. Some spaies aigonmam
capital requirements. There can be no assurance that compliance with existing anddquitemeats and legislation will not be costly and
time consuming or otherwise adversely impact our business in this area.

Regulations Applicable to the Use of the Internet

Due to the established popularity and use of the Internet and other online services, various regulatory authoritiekeerg dansi
and/or regulations with respect to the internet or other online services covering issues such as user privacgrgeninggpyrights and
quality of services. In addition, the growth and development of the market for online commerce may prompt more stringest cons
protection laws that may impose additional burdens on those companies conducting business online.

The recent increase in the number of complaints by online traders could lead to more stringent regulations of onlifirerisaatidgheir
practices by the SEC, NASD and other regulatory agencies. The applicability to the Internet and other dokseo$emisting laws in
various jurisdictions governing issues such as property ownership, sales and other taxes and personal privacy isialso uncerta

Page 11

INVESTORS CAPITAL HOLDINGS LTDO-K

Fiscal Year Ended March 31, 2007

and may take years to resolve. Finally, as our services are available over the Internet in multiple states, and asmerdzvelimunts

residing in these states, these jurisdictions may claim that we are requitedifyptg conduct business as a foreign corporation in each such
state. While ICC currently is registered as a bralesler in all 50 states, Puerto Rico and the District of Columbia, we are qualified to cond
business as a foreign corporation in onfew states. Failure by our company to qualify as a brdkeater in other jurisdictions or as an
out-of-state or "foreign” corporation in a jurisdiction where it is required to do so could subject us to taxes and penatiéslfoetto

gualify. Ourbusiness could be harmed by any new legislation or regulation, the application of laws and regulations from jurisdistons wh
laws do not currently apply to our business or the applications of existing laws and regulations to the Internet arlich ethenvares.

EMPLOYE
ES

As of March 31, 2007, we had 113 ftilne employees, the majority of whom are located at our principal office in Lynnfield,
Massachusetts. No employee is covered by a collective bargaining agreement or is represented by a labor union. We eomsixiereou
relations to be excellent. We also enter into independent contractor arrangements-neeateddasis to assist with various aspects of our
business including programming and developing proprietary technologies.

AVAILABLE
INFORMATION



The Gmpany is subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the "Exchamge Act
in accordance therewith files reports, proxy statements and other information with the Securities and Exchange Congnission (th
fiCommissior). Such reports, proxy statements and other information filed with the Commission by the Company can be inspected and
at the public reference facilities maintained by the Commission at 100 F Street, N.E., Washington, D.C. 20549icTrhaypobtain
information on the operation of the Public Reference Room by calling the Commissi80@ESEG0330. The Commission maintains an
Internet site that contains reports, proxy and information statements, and other information regardintasdiemlectronically with the
Commission located dittp://www.sec.gov

Our website address is http://www.investorscapital.com. We make available free of charge on or through our websitel, yroahona
Form 10K, quarterly reports on For0-Q, current reports on Formig, and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as soon as reasonably practicable after we electranichliydilerial with,
or furnishit to, the SEC. The information found on our website is not part of this or any other report we file with or furnisrB6.tAdl S
such documents are also available in print at no charge to any shareholder who requests them in writing to RobernBgee¢,dvizorate
Communications, 230 Broadway East, Lynnfield, MA 01940.

ITEM 1A. RISK
FACTORS

An investment in ICH common stock involves risk. Current and prospective investors should consider carefully the fadlovaotprs,
in addition to the other information contained in this and other reports and documents filed by us with the SE@) dwtudhents
incorporated herein by reference, before making investment decisions concerning ICH common stock. There may be akislitibwaicts
we are currently unaware, or which we currently consider immaterial. Any of these risks could havéadadatse effect on our financial
condition, our results of operations and the value of our common stock.

Market for our Stock

The price of our common stock may continue to be volat®ewr common stock historically has been thinly traded due, in part, to the fa
that only about 1.8 million shares are held by-affiliates of the Company. The market price of our common stock has fluctuated substant
in the past including during
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the last twelve months. The price of our common stock may be subject to fluctuations in the future in response to epatatinegulatory
and other legal proceedings, general market movements and other factors. In addition, the stock marketéanehastexperienced price
and volume fluctuations that often have been unrelated or disproportionate to the operating performance of compariiestuatiess,fas
well as other factors including general economic and market conditions, may adaéfesgithe market price of our common stock.

Financial Markets

Aspects of our business are volatile and affected by factors beyond our co@wolbusiness depends heavily on the conditions of the
financial and securities markets, which in tare affected by domestic and foreign economic conditions generally. These conditions, whicl
can be impacted by a variety of factors such as business trends, actual and proposed legislation, political consifletaiigriaierest rates,
and the popuwar perceptions of the health of the economy, are outside of our control, and therefore inject significant amounts iofyusmcertai
volatility into our business and financial results.

Any market decline could adversely affect our revenues and eaysiBecause our revenues and earnings are derived from investmen
made by consumers, a substantial market decline or other event, such as the September 11, 2001 attacks, that nedatitielynvesament
decisions made by consumers can have a sulmtadverse effect on our operations, business results and stock price.



Assets under management, which impact revenue, may be subject to significant fluctuaBonsnvestment advisory fees are calculated
as percentages of assets under managewel®cline in securities prices or in the sale of investment products, whether due to recession o
other damaging economic or political event, would likely reduce asset management fee income. Financial market decénss cnathes
in interest rategvould generally negatively impact the level of assets under management by the Company and, consequently, our revent
net income.

Performance & Competition

We face vigorous competitiohe financial industry segments in which the Company and its subsidiaries operate are highly competi
and many of our current and potential competitors have considerably greater financial, technical, marketing and otasrthesoare
available taus and may offer a broader range of products or operate in more markets. Some operate in a different regulatory environme
which may give them certain competitive advantages in the investment products and portfolio structures that they aiferréjuired to
lower our fees in order to remain competitive, our net income could be significantly reduced because some of our expertsesspezially
over shorter periods of time, and others would not decrease as much as the resulting decreagesn reven

We compete in our investment advisory operations based upon investment perfornfdrec€ompany competes with other providers of
investment advisor services primarily based on our investment performance. If we fail to deliver excellent pegftonaur clients, both in
the short and long term, we will likely experience diminished investor interest and a diminished level of assets underemafagter,
some institutions have proprietary products and distribution channels that make diffimrk for us to compete with them. If current or
potential customers decide to use one or more of our competitors, we could face a significant decline in market sharderssets
management, revenues and net income.

Regulation

As a public ompany, we are subject to complex legal and accounting requirements that require us to incur substantial expense and
expose us to risk of newompliance.As a public company, we are subject to numerous legal and accounting requirements imposed by fe
law, such as the Securities Exchange Act of 1934 and the SafxglegsAct of 2002, as well as oversight by such entities as the SEC, the
American Stock Exchange and the Public Company Accounting Oversight Board. The cost of

Page 13

INVESTORS CAPITAL HOLDINGS LTDRO-K

Fiscal Year Ended March 31, 2007

compliance with many of these requirements is substantial, not only in absolute terms, but in relation to the overathscoperations of
our business. Failure to comply with these requirements can have numerous adverse consequences inclagiogy satility to file
required reports on a timely basis, loss of market confidence, delisting of our securities and/or governmental oriprigsasdgainost us. We
cannot assure you that we will be able to comply with all of these requirementdututieeor that the cost of such compliance will not prove
to be a substantial competitive disadvantageavis our competitors.

As a provider of financial services, we are subject to substantial governmental regulat®a.brokerdealer and invement adviser, our
business is subject to a variety of federal securities laws, and rules and regulations promulgated thereunder, inSlecimigi¢iseAct of
1933, the Securities Exchange Act of 1934, the Investment Advisers Act of 1940 and thetribSA&af 2001. In addition, we are subject
to significant regulation and oversight by, among others, the SEC, NASD and stated@aleey investor advisory and insurance regulators.
The principal purpose of such regulation typically is protectiath@fpublic, rather than protection of creditors and stockholders of financial
services companies, and efforts taken to comply with such regulation is a costly but necessary burden on companiestenfjagadiah
services industry. Changes in thesgaleregulatory, accounting, tax and compliance requirements could have a significant effect on our
operations and results, including, but not limited to, increased expenses and reduced investor interest in investneahgreeivites
offered by us.

Any failure to maintain adequate internal controls could result in regulatory sanctions that could result in substantiad tinel
restrictions on our ability to make monein the past our subsidiary brokéealer, due to an accounting error, foutsélf inadvertently out
compliance with its required net capital reserve, requiring an unanticipated capital infusion from ICH. While no regtiatowasa taken



against us in this instance, any failure to maintain adequate accounting proceduresraaldciomtrols could result in regulatory sanctions
being applied against us that could require us to pay substantial fines and severely restrict or even terminate ounmakditgdney.

Any failure by our independent investment professionalstimply with regulatory requirements may cause us to incur losses or suffer
substantial harm to our business and operatioi@ur investment professionals are required by law to be licensed with our subsidiaries as
registered brokedealer representativesdior investment adviser representatives. Pursuant to these requirements, these investment
professionals are subject to our supervision in the area of compliance with applicable federal and state securities Evistagllations, as
well as the ruleand regulations of setegulatory organizations such as the NASD. The violation of any regulatory requirements by us or
investment professionals could jeopardize our braleader or investment adviser license and could subject us to fines, liab#ifgtomers,
censure or even loss of license. As an example, an administrative complaint brought by the Massachusetts Securitidzaballsigped
failure by ICC to adequately supervise sales of egoigxed annuities by certain of its independeptresentatives, recently resulted in a
settlement that included an obligation to pay at least $1 million in fines and customer restitutions, censure and a sivmpegleam of our
compliance and corporate governance systems and processes. Althoumtstaatty strive to strengthen our already robust compliance
procedures, there can be no assurance that there will not be further such administrative proceedings with equal otegisdsdvense
effect on our financial position and results of operagi

Legal Proceedings

The financial services industry is subject to an increasing risk of legal proceediNigsy aspects of our business subject us to
substantial risks of potential liability to customers and enforcement proceedings by state and federal regulatorstiartiogpsecurities
industry face an increasing amount of litigation and arbitrationgedings. Dissatisfied clients regularly make claims against securities firm
for negligence, fraud, unauthorized trading and suitability, among other claims. Acts of fraud by independent repreaedtathers are
often difficult to detect and deteand we cannot assure investors that our risk management procedures and controls will prevent losses fi
fraudulent activity.
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There can be no assurance that the defense and resolution of such claims will not have a material adverse impactotad oanditem and
results of operations.

Actual or alleged fraud and misconduct by investment professionals and empldyeseresulted in, and exposes us to an ongoing
potential for, litigation and regulatory sanctions that could substantially harm our business and results of operakomzsloyees and
investment professionals constantly expose us to the risk of significaetsl as a result of employee errors, professional misconduct and fra
Such misconduct could include binding us to transactions that exceed authorized limits or present unacceptable rigk$;con higli
unauthorized, unsuccessful or improper actuitilt is not always possible to deter employee or independent contractor misconduct, and tr
precautions we take to prevent and detect this activity may not be effective in all cases.

We are routinely involved in legal proceedings that can burdem msources and pose an ongoing risk of adverse dispositions that
could negatively impact our earnings and profi8y the nature of our business, we are continually involved with various judicial, regulator
and arbitration proceedings concerning matéising in connection with the conduct of our business. At March 31, 2007, the Company wa
co-defendant with independent representatives in several arbitration and/or other legal proceedings with claims totalmgteppHxP
million. Although we curently have insurance that may limit our exposure in these cases, if we are found liable in material amounts in th
other legal proceedings, such eventuality may result in restricting the availability and/or increasing the cost of agiretceic risks and
may have a significant adverse effect on our earnings and profits.

Consumer fraud could harm our earnings and profits by requiring us to expend time and money and exposing us to financeatdioss
the potential for arbitration or other lgal proceedingsWe are constantly exposed to the risk of significant losses as a result of customer
fraud. Activities such as authorizing trades and not accepting those trades if anticipated stock movement is not aginig¥ed, pa
transactions with bafilinds, or improperly stating investment experience, net worth and income amount and tolerance for risk, could rest
the expenditure of Company resources as well as exposure to potential losses through arbitration or other legal proceedings.

Operations & Infrastructure



Our operations and infrastructure, and those of service providers upon which we rely, may malfunction o®failbusiness is highly
dependent on our ability to process, on a daily basis, a large number of transactions, usingdusth &nd oeourced systems such as those
maintained by our thirgbarty clearing firm. The inability of these systems to accommeoelger increasing volumes of transactions could
constrain our ability to expand our business. If any of these systems do not operate properly or are disabled, & #ttiershaortcomings
or failures in our internal processes, people or systemespuld suffer impairments, financial loss, a disruption of our business, liability to
clients, regulatory intervention or reputational damage. We also face the risk of disruption in the infrastructure thaisugpsiness, such
as power grids and commications networks.

Any change in our clearing firm could result in our inability to process transactions in a timely manner which could adyeaffelct
our business operations and profit&ur current clearing agreement is with Pershing LLC, &laaé of The Bank of New York Company,
Inc., which processes most noheck and application securities transactions for our account and the accounts of our customers. We also
on our clearing firm for our Internet equity securities trading activitidsch is a growing portion of our business. Our agreement with
Pershing may be terminated by either party on ninety days written notice. A change in our clearing firm could resuoéthiityhefi our
customers to transact business in a timely maduerto delays and errors in the transfer of their accounts, which, on a temporary basis, co
affect our earnings and profits.

Organization
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Managemends ownership of our common stock assures their control of corporation actions requiring a shareholderGlodgrman Ted
Charles, individually, and the Company's executive officers as a whole, benefigiallyn the aggregate a majority of the Company's commo
stock. Accordingly, they are able to determine the outcome of virtually all corporate actions requiring approval byhblelsteak the
Company, including, without limitation, the election ofaditors and the approval of the sale of the Company or its assets.

Any loss of our senior management could adversely affect our business and financial condition through the loss of sigrificamtss
relationships that may not be easily recreat€lir success is largely dependent on the skills, experience and performance of Theodore E.
Charles, our chairman, chief executive officer and president whosdédongelationships with our investment professionals and product
sponsors has been and conéistio be a driving force behind our success, and Timothy B. Murphy, our executive vice president, treasurel
chief financial officer as well as the president of our bradesiler subsidiary. The loss of Messrs. Charles and/or Murphy or other senior
manaement could have an adverse effect on our business, financial condition and results of operations.

Any loss of key personnel could adversely affect our businEgsept for our CEO and CFO, our key employees do not have employme
contracts, and genally can terminate their employment at any time. Similarly, our independent representatives are not contractually pre
from terminating their affiliation with us at will. There can be no assurance that we will be able to retain or replad® sy personnel or
independent investment professionals. The loss of key personnel or independent representatives could damage our dematetiitmaore
difficult to retain and attract new employees, representatives or clients. A net loss-pfdugiing independent representatives could result in
decreases in transactional fees as well as fees based on assets under management. On the other hand, replacemgrtwhany of ke
resources may entail an increase in compensation costs that would deareassncome.

We will continue to endeavor to understand, evaluate and, when possible, manage and control these and other business risks.

ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

EXECUTIVE OFFICERS OF THE REGISTRANT

The following sés forth, as of June 29, 2007, certain information with respect to each of the executive officers of ICH:



Theodore E. Charles age 64, principal executive officer. A founder of Investors Capital Holdings, Mr. Charles has served as the
Companys charman of the board, chief executive officer and president since its inception in 1995. Mr. Charles also has servedfas the ¢
executive officer of our subsidiaries, Investors Capital Corporafi@Cp) and Eastern Point Advisors, IMiEPA0) since theifounding in
1994 and 1995, respectively. Mr. Charles served on the Board of Directors of Revere Savings Bank of Massachusettsdra601 38wt
served on the Advisory Board of Danvers Savings Bank from 2001 to 2003. Mr. Charles currently holdseavidtiss licenses, including
series 6, 63, 7 and 24, has been a member of the Financial Planning Association since 1985 and formerly served as kairman of
Shareholder Advisory Board of Life USA Insurance Company. Mr. Charles is currently on theoB&aster Seals of Massachusetts.

Timothy B. Murphy, age 42, principal financial officer and principal accounting officer. A founder of the Company, Mr. Murphy has
served as executive vice president, treasurer and chief financial officer of the Company since its inception, and asfitesidesidiaes,
ICC and EPA, since their respective inceptions. He entered the securities industry in 1991 as an operations managgoiinréggoBal
office of Clayton Securities. By 1994, he was serving as compliance officer of Baybanks Brokerage and
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a vice president of G.R. Stuart & Company, another brokerage firm. Mr. Murphy holds various securities licenses indeglihg’sed, 27,
53, 63 and 65.

Steven C. Preskenisage 37. Mr. Preskenis has served as Chief Operating Officer of I@@aarperformed similar poliepaking
functions for ICH, since February 2006. Mr. Preskenis, who joined the Company in August 2000 as a compliance attoraegealsul las
General Counsel of ICC, and has performed similar functions for ICH, since @08h and has served as Secretary of ICH since Septembe
2005. Prior to joining ICC in August 2000, Mr. Preskenis served as an Alternative Dispute Resolution attorney with JatknLifanco
Insurance Company commencing in 1998. Mr. Preskenis is a meifrtherMassachusetts Bar and a graduate of Suffolk University Law
School. Mr. Preskenis currently holds securities licenses, including series 7 and 24.

ITEM 2. PROPERTIES.

Our principal executive offices, comprised ef/sral office condominiums, are located in a 9,068 square foot facility at 230 Broadway,
Lynnfield, MA. The Company also maintains an investment center in a 2,132 square foot facility at 218 Boston Streed, MpsBelth of
these properties are leadeaim entities owned and controlled by the CEO and principal stockholder of ICH for a combined annual rent of
$271,271. The Company believes the annual rent amounts are consistent with current market rates for comparable spraeegiedtephic
areasThese leases were renewed and modified on April 1, 2007 and will expire on March 31, 2012.

The Company leases additional executive offices in a 3,346 square foot facility at Six Kimball Lane, Lynnfield, MA fo8 @0 yzsr,
and 7 other officesotaling approximately 9,300 square feet from unrelated parties for annual rents totaling $258,536. These leases expi
2007 to 2011.

These properties, which are essentially fully used (other than the Miami office) by both the ICC and ICAsefjmerthusiness, are
deemed by management to be adequate for current business purposes.

ITEM 3. LEGAL
PROCEEDINGS.

MASSACHUSETTS
PROCEEDINGS

By administrative complaint dated November 16, 2005, the Securities Division (the "Division") of the Secretary of the Ceattnofiw
Massachusetts (the "State") brought an adjudicatory proceediniM#esachusetts Proceedidgagainst ICC alleging viation of ICGs
supervisory obligations under State securities laws in connection with certain past sales éfi@exgty annuities. The complaint alleges,
among other things, that ICC failed to properly supervise associated persons, thereby allogedtyallesuitable sales of these insurance
products. The complaint, which seeks an order instructing ICC to cease such violations and to pay an unspecified adrfimestgo



requests that ICC's registration as a securities bidaler in Massachatts be suspended or revoked, that the firm be censured, and that it
ordered to fairly compensate purchasers of the insurance products for any losses attributable to wrongdoing by ICC.

On December 19, 2006 ICH and ICC entered into an agreeméntheiDivision settling the Massachusetts Proceedings and a concurre
investigation into relationships between ICH and its subsidiaries, on the one hand, and Investors Marketing ServiddSo)remd IMS
Insurance Agency, IncfiMS Insurancé) on the other. IMS is owned by Ted Charles, I&Hhairman and CEO, and his spouse. IMS is a
wholesaler of fixed insurance products, and a provider of fulfillment services, including graphic design worléani@keting brochures
and ICH annual reports. IM®&durance is an insurance agency owned by Mr. Clispesise.

IMS participates without charge in ICKbsted conferences where opportunities exist to provide insuralated training and education to
ICC representatives as well as to market and pterfixed insurance products and services. ICC also encourages its representatives to ple
fixed insurance
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business with IMS Insurance. Management believes that, in many instances, IMS Insurance offers superior services and commissi
arrangements to ICC and its insurance producers. When insurance is placed by ICC representatives ttisosighsidiglry, ICCrisurance
Agency, Inc. fICC Insurancé), IMS typically is utilized by ICC Insurance to provide administrative and other transaetadad services in
return for an override.

In settling these proceedings, ICC agreed:

e to cease and desist from violations of State securities laws,
to pay a $500,000 administrative fine,
to offer to reimburse losses and costs incurred by Massachusetts persons aged 75 or détigitfgn@urchasers in connection
with the surrendemno later than December 31, 2007, of any eqguitiexed annuities purchased through ICC or its representative:
during 2004 or 2005, and to offer an additional payment to ensure that no amount invested in a surrendered EIA yietded les:
3%;

e to pay aradditional administrative fine equal to the extent, if any, thatd&0rrenderelated payments total less than $500,000,
and

e to be censured by the Division.

In addition, ICC and ICH agreed to retain and act upon the advice of an independent consultant who would review and make
recommendations with respect to ICC and ICH policies and procedures that are related to the various violations arikb¢estl e
Division in these matters. The consulfarinitial recommendations have been received and are being reviewed by the Company. These
recommendations include, among other things, improvements in:

the supervisory regime for independent representafpagtcularly relating to our Offices of Supervisory JurisdictifB $J9)
systems and procedures regarding the use, screening and archiving of emails

recordkeeping

risk management procedures

the makeup, purview, operations and evaluation of thedBafaDirectors and its committees

corporate governance guidelines and procedures

The cost of implementing the consult@itecommendations, as and when finally agreed upon by the parties to the settlement, is not
determinable to this time, buti®t expected to be material to the financial condition or results of operations of the Company.

ICC and ICH will not be permitted to utilize proceeds from insurance policies to cover payments that will be made pubhguant to
settlement.

Of the 63 eligible purchasers, four accepted our reimbursement offers and were paid a total of $24,824 through Mar¢ka3d ti2@e7
additional eligible purchasers accepted offers and were paid a total of $14,896 thereafter up to the filing of ttikFéxs of the filing of
this Form 10K, six further eligible purchasers have verbally indicated that they will be accepting offers totaling approximately 802,000



which approximately $140,000 is expected to be paid out in July 2007), althougmwattfirmation of same has yet to be received by the
Company.

No response has been received from the remaining eligible purchasers other than by a relative of a decedent. Managémminidthshat

the likelihood of any further offers being acceptgdebgible purchasers by the December 31, 2007 cutoff date and, if so, the total cost ther
is too remote and/or indeterminate at this time to justify accruals for such costs additional to the portion of $500@90dhget been paid
out. Accordirgly, $0.48 million was accrued for such purposes as of March 31, 2007. We will continue to assess our legal accrual result
from the Massachusetts Settlement, and we will record additional accruals as needed in the future if and to the exiiesithddtl of such
costs, will exceed $500,000.
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Legal fees paid to defend these matters have reduced ICH earnings by an average of more than $120,000 per month fro20RByemt
when the administrative proceeding were instituted, and March 31, 2007. No significant further legal fees are expectearedhgith
respect to the proceedings or their settlement.

Although the censure of ICC by the Division cannot be taken as a positive event, the Company at this time is not dbtethe pred
practical consequences thereof.

OTHER LEGAL
PROCEEDINGS

The Company operates in a highly litigious and regulated business and, as such, is a defendant or codefendant in vidsians laws
arbitrations additional to the Massachusetts Proceedings that are incidental to our securities businesgpdrhei£vigorously contesting
the allegations of the complaints in these cases and believes that there are meritorious defenses in each. Counsetéspoadle
concerning the likelihood of an outcome, whether favorable or unfavorable, becauserefiruncertainty routine in these matters. For the
majority of pending claims, the Company's errors and omissions (E&QO) policy limits the maximum exposure in any one tgasnto be
$75,000 and $100,000 and, in certain of these cases, the Companydadrietual right to seek indemnity from related parties.
Management, in consultation with counsel, believes that resolution of pending litigation will not have a material adeéese tbff
consolidated financial results of the Company.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

No matter was submitted to a vote of security holders of ICH during the fourth quarter of the fiscal year covered loytthis rep

PART II

ITEM 5. MARKET FOR REGISTRANT & COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

MARKET
INFORMATION

ICH's common stock has been trading on The American Stock Exchange (AMEX) under tbé"$@ib since February 8, 2001. Prior
to such date, there was no established public trading market for the common stock. As of June 22, 2007, there werst@a2$,967
outstanding and 176 registered holders thereof.

The following table presents the high and low closing prices for the common stock of ICH on the AMEX for the periodd.indicate

High Low



Fiscal 2007

January 1, 2007 through March 31, 2007 $6.45 $5.08
October 1, 2006 through December 31, 2006 $6.05 $4.55
July 1, 2006 through September 30, 2006 $6.45 $3.51
April 1, 2006 through June 30, 2006 $4.17 $3.13
Fiscal 2006

January 1, 2006 through March 31, 2006 $3.24 $2.20
October 1, 2005 through December 31, 2005 $4.01 $3.00
July 1, 2005 through September 30, 2005 $4.53 $3.71
April 1, 2005 through June 30, 2005 $4.99 $4.03
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CASH
DIVIDENDS

Investors Capital Holdings, Ltd. paid dividends on its common stock of $.02 and $0.04/share on May 16, 2005 and June 15, 2006
respectively, to shareholders of record on May 2, 2005 and May 12, 2006, respectively.

Future dividend decisions will be §&d on, and affected by, a number of factors, including the operating results and financial requiren
of the Company and the impact of regulatory restrictions. For further information regarding restrictions on our abitisfeoftinds to our
shareblders, see Part I, Item dBusiness How We Are Regulatatland Part II, Item 7fiManagement's Discussion and Analydiguidity
and Capital Resourc# this Form 16K.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER COMPENSATION PLANS

Number of securities

Number of securities remaining available for
to be issued Weighted-average future issuance under
upon exercise of exercise price of equity compensation plans
outstanding option, outstanding options, (excluding securities

Plan category warrants and rights warrants and rights reflected in column (a))
(a) (b) (c)

Equity compensation

plans approved by

security holders 121,989 341 596,365

Equity compensation

plans not approved

by security holders 150,000 $1.00 none

Total 271,989 $2.08 596,365

SeefiFootnote 16 Benefit Plangto the Registrad Financial Statements, contained in Part Il, ltem 8 of this Fori, 1@ a description
of the material features of each compensation plan under which equity securities of the Registrant emedafothissuance that was adopted
without the approval of security holders.

PERFORMANCE



GRAPH

COMPARISON OF 5YEAR CUMULATIVE TOTAL RETURN

AMONG INVESTORS CAPITAL HOLDINGS, LTD., STANDARD & POORS 500 INDEX AND DOW JONES FINANCIAL SERVICES
INDEX

The chart below compares the fiyear cumulative total return, assuming the reinvestment of dividends, on Investor Capital Holdings,
common stock (ICH) with that of the Standard & Poors 500 Index (SP 500) and the Dow Jones Financial Servic&<GnhdexigIgraph
assumes $100 was invested on March 31, 2002, in each of Investors Capital Holdings, Ltd. common stock and the indésated indic

Note: stock price performance shown in the graph below should not be considered indicative of patienatisidick price performance.
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ITEM 6. SELECTED FINANCIAL DATA.

The following table sets forth certain selected historical consolidated financial data. The selected income statemezrdctatd fhe
three years ended March 31, 2007, 2006 and 2005 and balance sheet data as of March 31, 2007 and 2006 have freenaleraugdited
consolidated financial statements and related notes included elsewhere in this #oand.6hould be read in conjunction with those financia
statements and Management's Discussion and Analysis of Financial Condition and Resultatafr®palso included elsewhere in this Form
10-K. The following selected income statement data for the years ended March 31, 2004 and 2003 and balance sheet data3s a00&rc
2004 and 2003 are derived from our audited consolidated financeingtats not included herein. The following selected consolidated
financial data have been prepared in accordance with accounting principals generally accepted in the United States of America
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For the Years Ended March 31,

2007 2006 2005 2004 2003
Income Statement Data:
Total revenues $80,053,02¢ $68,002,42¢ $55,165,53¢ $48,964,07¢ $34,797,047
Operating (loss) income ($1,714,356; $870,966 $888,142 $1,400,331 $297,682
Net (loss) income ($1,084,066; $449,638 $619,109 $790,413 $115,891
Net Income (loss) per share, ba -$0.18 $0.08 $0.11 $0.14 $0.02
Net income (loss) per share ,
diluted -$0.18 $0.08 $0.10 $0.14 $0.02
Weighted average common
shares
outstanding, basic 5,928,238 5,766,686 5,735,287 5,720,843 5,717,38C
Weighted average common
shares
outstanding, diluted 6,100,855 5,911,029 5,922,204 5,877,075 5,790,06C
Cash dividends declared per sh $0.04 $0.02 - - -
As of March 31,
2007 2006 2005 2004 2003
Balance Sheet Data:
Total assets $16,890,20( $15,325,827 $14,109,63¢ $13,388,87¢ $10,642,94(
Long-term obligations $2,128,151 $723,324 $1,150,66¢ $400,16C $703,884
Shareholders' equity $10,255,53¢ $10,586,08: $10,182,78¢ $9,404,93¢ $8,248,64(
Shares outstanding 6,205,536 5,790,361 5,753,463 5,727,713 5,717,38C
Equity per share $1.65 $1.83 $1.77 $1.64 $1.44

ITEM 7. MANAGEMENT & DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RE SULTS OF OPERATIONS.

Management's discussion and analysis reviews our consolidated financial condition as of March 31, 2007 and 2006, #tedonsolid
results of operations for the years ended March 31, 2007, 2006 and 2005 and, where approristibnaamay affect future financial
performance. The discussion should be read in conjunction with the consolidated financial statements and related rdtetsewheate in

this Form 16K. Unless context requires otherwise, as used in this Managsréstussion and Analysis (i) the "current period" means the
fiscal year ended March 31, 2007, (ii) the "prior period" means the fiscal year ended March 31, 2006, (iii) an increeesgseratenpares the
current period to the prior period, and (iv) mtinrcomparative amounts refer to the current period.

FORWARD -LOOKING
STATEMENTS

The reader is urged to read the information contained in the "Folvearking Statements" anfiRisk Factore sections at the beginning of
this report for a discussion of the use of forwknoking statements in this report as well as risks and uncertainties in attempting to predict «
future performance based upon such statements.

OVERVIE
w

We are a fiancial services holding company that, primarily through our subsidiaries, provides-tieakar, investment advisory,
insurance and related services. We operate in a highly regulated and competitive industry that is influenced by numabias®eeuch
as economic conditions, marketplace liquidity and volatility, monetary policy, global and national political events,ryegeNaiopments,
competition and investor preferences. Our revenues and net earnings may be either enhanced or diovmisheodito period by one or
more external factors.
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OUR
BUSINESS

The Company operates primarily through its subsidiary, ICC/ICA, in the bo#ader and investment advisory services segments of the
financial services industry.

Broker-Dealer Services

The Company provides brokdealer services in supportwéding and investment by its representatdestomers in corporate equity
and debt securities, U.S. Government securities, municipal securities, mutual funds, variable annuities and varialéntifs insluding
provision of market information, iatnet trading, portfolio tracking facilities and records management.

Investment Advisory Services

The Company provides investment advisory services, including asset allocation and portfolio rebalancing, for its repefesentati
customers. In the past, investment advisory services were performed by both ICC and EPA. To avoid the duplication\afleédrini
supporting two advisory services entities, the Company has consolidated its investment advisor services in [C& d/b/a |

Recruitment and Support of Representatives

A key component obur business strategy is to recruit more established and productive representatives who generate revenues in hi
margin services and products. Additionally, we assist our existing representatives to develop and expand their busividgsgaty pnerma
variety of support services and a diversified range of investment products for their clients. The Company focuses gnsoitustiitial
added value to our representatives that enables them to be more productive, particularly in high margin isexdsisdry services and
trading/brokerage.

Support provided to assist representatives in pursuing consistent and profitable sales growth takes many forms, irtelcidimgdimig
systems, targeted financial assistance and a network of comnmi@aks with investment product companies such as regional and natione
conventions that provide forums for interaction to improve product knowledge, sales and client satisfaction. A newlyuiimessl b
development unit will focus on providing repretsives with programs and tools to grow their businesses both through new client acquisit
and the advancement of their existing client relationships. These programs are also designed to enhance our abtliyntorattiacnew,
productive represeatives.

OUR PROCESS

Check and Application

The majority of transactions are conducted through a check and application process whereby a check and an investmenproaiugiany’
application is delivered to us for processing. This includes pahogview and submission to the investment company or clearing firm.
Investments in technology have allowed the firm to move from a process that was previously paper intensive to a pioeatsaihapaper
free. This has shortened the transactiariegyreduced errors and created greater efficiencies. The firm continues its investment in technolc
that will provide more efficient processes resulting in improved productivity.

Online Trading



Registered representatives can efficiently submit a wide range of security investments online through the use of olecteanaerdry
trading platform.
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Bond Trading

The Company's fixethcome trading desk uses a network of regional and primary dealers to execute trades across a broad array of
fixed-income asset classes. The desk also utilizes several-deglexlectronic services that allow the desk to offer invgnémd to execute
trades. Our fixed income traders work with our representatives to develop portfolios for clients. This area has seenigrenst eates have
risen and more investors have become interested in retirement income.

Asset Allocation

Asset Allocation services are made available through ICA, the Company's registered investment advisor subsidiary. ©urchadeice
the design, selection and rebalancing of investments on behalf of our afitlisets in addition to providinthe tools, services and guidance
that enable our advisers to provide these investment services directly to their clients. These services, for the neastpduittad through
our online trading platform. Other allocation services are performed ditacthye fund company.

CRITICAL ACCOUNTING
POLICIES

In General

Our consolidated financial statements are prepared in accordance with accounting pgeciptely accepted in the United States of
America. The Company believes that of its significant accounting policies (detailed in Footnote 2 to the Go@pasylidated Financials
Statements contained herein), those dealing with valuation of secaritlesther assets, revenue recognition and allowance for doubtful
accounts receivable involve a particularly high degree of judgment and complexity. Our accounting policies require astimssesnptions
that affect the amounts of assets, liabilitieseraies and expenses reported in the consolidated financial statements. Due to their nature,
estimates involve judgment based upon available information. Actual results or amounts could differ from estimatesfiznernbte chuld
have a material effecthathe consolidated financial statements. Therefore, understanding these policies is important to understanding the
reported results of operations and the financial position of the Company.

Off T Balance Sheet Risk

We execute securities transactions on behalf of our customers. If either the customer or gaayrfaéls to perform, we, by agreement
with our clearing broker, may be required to discharge the obligations of thgenfmnming party. In such circunasices, we may sustain a
loss if the market value of the security is different from the contract value of the transaction. We seek to ctwatianiadfsheet risk by
monitoring the market value of securities held or given as collateral in complianceguthtory and internal guidelines. Pursuant to such
guidelines, our clearing firm requires that we reduce positions when necessary. We also complete credit evaluation®whtreuttlet to
be credit risk.

Reserves



The Company records reserves related to legal proceedings in "accrued expenses" in the consolidated balance sheeahafioa déterm
these reserve amounts requires significant judgment on the part of management. Management considers many fantpisuinchtdimited
to: the amount of the claim; the amount of the loss in the client's account; the basis and validity of the claim; thty pbs&ibngdoing on
the part of an employee or representative of the Company; previous results in siradamcaddegal precedents. Each legal proceeding is
reviewed with counsel in each accounting period and the reserve is adjusted as deemed appropriate by management. ithealesegee
amount is recorded in the consolidated financial statements sgwbignized as a charge/credit to earnings in that period. The assumptions
management in determining the estimates of reserves may be incorrect and the actual costs upon disposition of a legptpubd ded
greater or less than the reserved amount
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RISK
MANAGEMENT

Risk is an inherent part of the Company's business and activities. Risk management is critical to the Company's famgticiahsitr
profitability and requires robust auditing, constant communications, judgment and knowledge of financial trendscamdting a&s a whole.

Senior management takes an active role in the risk management process. The principal risks involved in the CompangatibiiEsess
are market, operational, regulatory and legal.

Market Risk

Market risk is the risk attributable to common macroeconomic factors such as gross domestic product, employment nitgfitasbrates,
budget deficits and consumer sentiment. Consumer and producer sentiment is critical to our businessoT berleueer confidence
determines their willingness to spend, especially in the financial markets. It is this willingness to spend in therfiagketialthat is key to
our business. A shift in spending in this area could negatively impact us. Hosewier, management is constantly monitoring these
economic trends in order to enhance our product line to offset any potential negative impact.

Operational Risk

Operational risk refers to the risk of loss resulting from the Company's operaticingding, but not limited to, improper or unauthorized
execution processing of transactions, deficiencies in the Company's technology or financial or financial operating slystaedexjaacies or
breaches in the Company's control processes. Mandugsg tisks is critical, especially in a rapidly changing environment with increasing
transaction volume. Failure to manage these risks could result in material financial loss to the Company. To mitigake thies€ompany
had developed specific pols and procedures designed to identify and manage operational risk. These policies and procedures are revi
and updated on a continuing basis to ensure that this risk is minimized.

Regulatory and Legal Risk

Regulatory and legal risk includes noampliance with applicable legal and regulatory requirements and the risk of a large number of
customer claims that could result in adverse judgments against the Company. The Company is subject to extensivénrafjulation
jurisdictions in which it operates. In this regard, the Company has instituted comprehensive procedures to address asveguatory
capital requirements, sales and trading practices, use of and safekeeping of customer funds, cregitgliantion activities,
moneylaundering and record keeping. However, as evidenced by the bringing of treetilad Massachusetts Proceedings and other legal
proceedings (see Part |, Iteni 8lLegal Proceedings, there can be no assurances that soafptiance procedures will prevent future
regulatory and legal proceedings, the outcomes and consequences of which cannot now be reasonably foreseen or quantified.



Effects of Inflation

The Company's assets primarily are liquid in nature and not significantly affected by inflation. Management believe® et ¢hgent
cost of property and equipment will not materially affect operating results. However, the rate of inflation affegfseases, including
employee compensation and benefits, communications and occupancy, which may not be readily recoverable through changss for se

provided.
KEY INDICATORS OF FINANCIAL PERFORMANCE

Management periodically reviews and analyzesfmancial performance across a number of measurable factors considered to be
particularly useful in understanding and managing our business. Key
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metrics in this process include average production per representative, top line commission and advisory services Esemag)Itg,
operating expenses, legal costs, earnings per share, and average revenue per representative.

Ei1scaAL Y EAR ENDED M ARcH 31, 2007 ComMPARED TO FIScAL Y EAR ENDED M ARcH 31, 2006

AVERAGE PRODUCTION PER REPRESENTATIVE

Management believes that upgrading the overall quality of our independent representatives is a key to achieving rolbinsteyenwies
and net income. Our experience has been that increasing the average technical qualifications and business practureserftatives not
only generates more revenue, but assists in limiting the cost of overhead functions and rdpeesgotator misconduct. We strive to
continually improve the overall quality of our force of representatives by:

e recruiting higher quality new representatives,
e terminating lower quality representatives, and
e assisting existing representatives to oy their skills and practices.

A key metric that we use to assess the average quality of our representatives is average revenue generated per representative

Average revenue per representative increased by 27.87%, reflecting mandgemm@ntiing emphasis on recruiting established and
successful representatives. We look forward to a continuation of this trend as we maintain our efforts to increasegtipecahertagty of
our existing sales force and to recruit representatives who aeglglsuccessful but seek a higher level of service than they experience frorn

their existing brokerage firms.

Fiscal Year Ended Fiscal Year Ended

March 31, 2007 March 31, 2006 Incease/decrease % Increase/decrease
Revenue:

Commission $70,273,816 $60,028,731 $10,245,085 17.07%
Advisory $6,767,136 $5,147,907 $1,619,229 31.45%
Other fee income $941,969 $1,142,454 -$200,485 -17.55%
$77,982,921 $66,319,092 $11,663,829 17.59%
Number of Representative 675 734 -59 -8.04%
Average Revenue Per Reg $115,530 $90,353 $25,177 27.87%

RESULTS OF OPERATIONS
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Revenues:

Commission
Advisory
Other fee income

Marketing revenue
Other income(1)

Total Revenue

Commission and advisory

fees

Gross Profit

Operating Expenses:
Advertisement and

marketing
Communications

Total Selling Expenses
Compensation and
benefits
Regulatory, legal and
professional
Occupancy(2)
Other administrative
expenses
Interest expense(3)
Total Administrative
Expenses

Total Operating Expenses

Operating (Loss) Income

(Loss) Income before taxes
(Benefit) Provision for income
taxes

Net (Loss) Income

Year Ended March 31,

2007 2006
$  60,028,73:
$ 70,273,816
6,767,136 5,147,907
941,969 1,142,454
1,258,944 1,013,828
811,163 669,508
80,053,028 68,002,428
64,926,784 54,609,596
15,126,244 13,392,832
874,862 895,658
489,185 603,964
1,364,047 1,499,622
8,604,346 6,344,945
4,795,947 2,965,689
995,985 695,003
1,044,500 968,825
35,775 47,782
15,476,553 11,022,244
16,840,600 12,521,866
(1,714,356) 870,966
(1,714,356) 870,966
(630,290) 421,328
$ (1,084,066) $ 449,638

2005

$ 48,660,052
3,702,556
1,189,737
1,140,098

473,091

55,165,534

44,025,004
11,140,530

763,192
536,386

1,299,578

5,713,028

1,527,256
616,718

1,055,368

40,440

8,952,810

10,252,388

888,142

888,142
269,033

$ 619,109

Percent of Revenue

Year Ended March 31,

007 2006
87.79%  88.27%
8.45% 7.57%
1.18% 1.68%
1.57% 1.49%
1.01%  0.99%
100.00%  100.00%
81.10%  80.31%
18.90%  19.69%
1.09% 1.32%
0.61%  0.89%
1.70% 2.21%
1075%  9.33%
5.99%  4.36%
1.24% 1.02%
1.30% 1.42%
0.04%  0.07%
19.33%  16.21%
21.04%  18.41%
-2.14% 1.28%
-2.14% 1.28%
0.79%  0.62%
-135%  0.66%

Percent Change

2007
2006
vs. 2006 VS.
2005 005
88.20% 17.07% 23.36%
6.71% 31.45% 39.04%
2.16% -17.55% -3.97%
-11.08%
2.07% 24.18%
0.86% 21.16% 41.52%
100.00%
17.72% 23.27%
79.81% 18.89% 24.04%
20.19% 12.94% 20.22%
1.38% -2.32% 17.36%
0.97% -19.00% 12.60%
2.36% -9.04% 15.39%
10.36% 35.61% 11.06%
2.77% 61.71% 94.18%
1.12% 43.31% 12.69%
1.91% 7.81% -8.20%
0.07% -25.13% 18.16%
16.23% 40.41% 23.11%
18.58% 34.49% 22.14%
-296.83%
1.61% -1.93%
-296.83%
1.61% -1.93%
-249.60%
0.49% 56.61%
-341.10%  -27.37%
1.12%

1. The amount shown for Other income for 2006 is $23,560 higher than as stated in the @opanyLeK for the fiscal year ended March 31, 2006 due to reclassification to Oth
income of a gain on the sale of an asset from a separate line item under Other Expenses.



2. The amount shown for Occupancy for 2005 is $31,072 higher than as stated in the GafRpanyLeK for the fiscal year ended March 31, 2006 due to reclassification to Occuy
of write-offs upon the disposal of equipment from a separate line item utider Expenses.

3. Interest expense was previously reported in the Con@pdinrm 16K as other expense after income or loss from operations and before income or loss before taxes for the co
periods March 31,2006 and 2005.
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REVENU
ES

Revenues rose $12.05 million, or 17.72%, to $80.05 million, led by a $10.25 million or 17.07% increase in commissiohsandilich or
31.45% increase in advisory services revenue. While we are gratified by continued growth in high margin Isiess#,tauch as trading and
advisory services, we also value the diversification of our brokerage revenues sources provided by even greater graoethtoctranging
services, in revenues from mutual funds, variable annuities and direct participaticenpsoMuch like a diversified client portfolio,
management believes a diversified revenue stream provides a degree of protection from market risk.

Commissions

Commissions from variable annuities increased by $4.5 million, or 19.87% and encompassed 44.15% of an overall $10&redbion i
in commission revenue. Commissions from direct participation programs, which predominantly include (RE&I Estate Instment Trusts)
and oil and gas programs, increased by $3.1 million or 36.72% .

Fiscal Year Ended Percentage Percentage
March 31, Increase/decrease of Total Increase/decrease
2007 2006 2007 vs. 2006 Increase/decrease 2007 vs. 2006
Commission Revenue
Variable Annuities $27,288,899  $22,766,073 $ 4,522,826 44.15% 19.87%
Trading (brokerage) 1 21,559,947 18,457,135 3,102,812 30.29% 16.81%
Mutual Funds 9,409,256 8,665,442 743,814 7.26% 8.58%
Direct Participation
Programs 11,534,198 8,436,466 3,097,732 30.24% 36.72%
Other 481,516 1,703,615 (1,222,099) -11.93% -71.74%
Total Commission
Revenue $70,273,816 $60,028,731 $ 10,245,085 100.00% 17.07%

1. Revenue designated as Trading (brokerage) includes revenue from mutual funds sold through our trading platform.

Commissions from variable annuities continue to comprise the largest component of commission revenue. Commissions in direct
participaton programs grew primarily as a result of increased sales volume in the oil and gas programs. Over recent periodgetraging re
generally has maintained its share of the revenue as commissions from brokerage comprises the second largest compuoissibof com
revenue for the current period.

Supporting this historical trend is our recruitment and retention of representatives who conduct transactional busihassgkzaton
of our clearing firnds trading platform to enable us to conduct enbrokerage business in an efficient fashion. The recent trend of higher



growth in feebased advisory services compared to commisisamed services reflects concerted efforts by management to grow revenues |
the higher margin advisory services area.
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Advisory Fees

Advisory services typically provide significantly higher margins than traditionattrasting brokerdealer products such as variable annuities
and mutual funds. See 'Gross Margins". Accordingly, we have been encouraging our representatives to traneitgoof their nostrading
business to advisory services. Although we do not dictate the nature or extent of advisory services our Representéifes theirclients,
we continue to make concerted efforts to attract them to our proprietary acséseiges programs through education, seminars, trade shows
and direct telemarketing.

Fees from our repirected assananaged AMAP program, where asset allocation and other investment advisory services are provide
directly by our independent reentatives, continue to be the leading source of revenue in this category. Revenues from this program, w
have been contributing an increasing proportion of advisory services revenue, grew by $1.53 million or 51.98% to $4.46mmiiced to
$2.93 milion for the prior period. Supported by our Net Exchange Pro and Pershing didawt amainframe trading platforms, this program is
popular with our representatives because of the opportunities it provides to deliver to their clients superior ags@iemaservices at a
potentially lower cost, and the potential for increased overall investment performance. Resulting transactional casagaviaga passed on
to our representativéslients in the form of lower fees for improved service.

Other Fee Income

Other fee incor, primarily comprised of licensing and financial planning fees, decreased by 17.55% when comparing the current pe
the prior period. This decrease stems mostly from less licensing revenues because of fewer registered representatives.

Marketing R evenue

Net marketing revenues increased by 24.18% due to the increase in marketing support as a result of increased satesoishipe spo
companys products.

Other Income

Other income, consisting primarily of interest and dividends and gains/losses on investments, increased by 21.16% tyl bétirajori
increase came from interest earned on account balances due to an increase in the average daily balance in owuinégling acc
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GROSS Gross Margin Retention % of Total Gross Margin



MARGIN

Year Year
Gross Margin Ended Ended Gross Margin
March
Year Ended March 31, March 31, 31, Percent Change
2007 2006
2007 2006 2005 2007 2006 2005 2007 2006 2005 vs. 2006 vs. 2005
Commission:
Check &

Application $6,207,794 $4,950,592 $4,467,235 12.90% 12.01% 13.20% 41.04% 36.97% 40.10% 25.39% 10.82%
Trading 4,133,912 3,638,391 2,050,086 19.17% 19.71% 14.40% 27.33% 27.17% 18.40% 13.62% 77.48%
Insurance

Products 225,654 281,489 342,978 99.13% 95.77% 98.30% 1.49% 2.10% 3.08% -19.84% -17.93%
Underwriti

ng 25,387 6,907 17,766 10.00% 10.00% 15.30% 0.17% 0.05% 0.16% 267.55% -61.12%

Advisory

Services: (1)

A-Map (rep

direct) 1,064,767 703,866 n/a 23.89% 24.00% n/a 7.04% 5.26% n/a 51.27% n/a
Other 1,301,535 n/a _ _ n/a 4.93% _ n/a -42.66% n/a
Total 1,811,063 2,005,401 1,647,048 25.78% 37.50% 42.60% 11.97% 14.97% 14.78% -9.69% 21.76%

Licensing 743,477 911,692 1,004,307 100% 100.00% 100.00% 4.92% 6.81% 9.01% -18.45% -9.22%

Marketing 1,258,945 1,013,828 1,140,098 n/a n/a n/a 8.32% 7.57% 10.23% 24.18% -11.08%

720,012 4.36

Other income B 584,532 471,012 n/a n/a n/a 4.76% % 4.24% 23.18% 24.10%

Total Gross

Margin $15,126,244 $13,392,832 $11,140,530 18.90% 19.70% 20.20% 100.00% 100.00% 100.00% 12.94% 20.22%

(1) Management during fiscal year end March 31, 2005 tracked all advisory services as one aggregate for gross maggpurppsetin In fiscal year ended March 31, 2006 management
switched to tracking the Map rep direct program separately from othévisory services programs.

Gross margin rose by $1.76 million or 13.1% to $15.13 million for the current period primarily due to a $1.26 millio8®in2Eedse in
gross margin derived from our check and application programs. Also contribaitinig tise was a $0.50 million or 13.62% increase from
trading.

Check and Application

The increase in gross margin from our check and application business came directly from an increase in sales volumebtd the va
annuity and direct participation components. As a result of a $7.62 million increase in sales from these product wgipiesed@a increase
of approximately $0.98 million in our profit margin in comparing the current period to the prior period. Please refabtwéheommission
revenue chart.

Profit margins from mutual fund sales, variable annuity sales, direct patibcigsograms and other
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check and application distribution programs generated $6.21 million or nearly 41.04% of the total gross margin comp@gechitbcBior
37.03% during the prior period. As reflected in the above gross margin table, margin from our check and ajpiidicédtidgion programs
comprised the greatest portion of our overall profit margin, with profit margin from trading being the next leading coarpongraur
principal categories. Investments in technology have allowed us to process this additionalwitthaeteadding a commensurate level of
staff.



Advisory Services

The Compangs continued emphasis on theMAP, our repdirected asset managed program, is clearly reflected in our gross margin tal
as gross margin increased by $0.36 million or 51.27% . This gross margin improvement resulted directly from growtluimassets
maragement in the program which, in manager@eapinion, is due primarily to lower fees, improved services and increased awareness of
program.

Managemeris primary focus in the advisory services program has been to increase assets under mainatpenbetief that it will
generate an increase in the overall profit margin in advisory services even though the percentage retention rate may deeseaisef
lower fee rates. Although our retention rate from advisory services decreased cotmplaegarior period, it continues to exceed the rates
generated by most of the other products and services we and our representatives proR@esSddargin Table above. Managemeist
emphasis on delivering our-MAP program is reflected in the grosgrgin table with a concomitant $0.56 million, or 42.66%, decrease in
gross margin in Other Advisory Services including the older wrap fee programs.

Trading Services

Trading Services profit margin increased by $0.50 million or 13.62% due fyinmaa $0.38 million increase in the margin from our fees
on account balances. These fees contribute directly to our profit margin as they require no commission payout. Irhadelivas,d $0.12
million increase in gross margins from trading adigtthat required a commission payout.

As a result of the $0.38 million increase to our profit margin fromemnmissionable fees on account balances, our payouts as a
percentage of total trading revenue remained relatively flat for the compapativds; however, payouts, as a percentage of commissionable
trading, increased. Although our margin retention decreased slightly from 19.71% in the prior period to 19.17% in thedodemading
services remain the second largest component of uevesntributing to our gross margin.

Despite a slight downward trend, the percentage retention rates generated by trading services and advisory servitesgoatdue
those generated by our check and application business. We intend to continue recruiting representatives who aiseduindicgtherwise
capable of offering trading and advisory services to their clients.

Payout and Retention Rates

Payouts to our independent representatives combined with other advisory and trading services costs, as a percentaggenfnateeinu
by them, increased to 83.3% compared to 82.3% for the prior period. The corresponding decrease in our overall refemtioh7.a% to
16.7% reflects a continuing transitioning of our sales force to higher producing representatives that coomespehdingly higher payout
rates (see Part |, Iteni IAOur Procesy which was partially offset by a net increase in fees that do not generate payouts. In addition to sel
more products through our check and application distribution programs, bjgdiéy representatives have the potential to positively influence
our overall retention rate because they are licensed to sell more of the higher margin products such as trading asdrai@sory
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Management carefully monitors our retention rates; however, we have chosemstonfore on total dollars retained. Management believe
that, on average, increased payout rates earned by higher producing representatives will be more than offset by dreatgributcms to
margin and increased firm profitability.

Managemehnis continuing their efforts to improve margin contribution by recruiting and retaining sophisticated Representatives who
duly licensed to offer a variety of brokerage and advisory products and services that generate higher commission tetémdioth@se
obtained from check and application products. We experienced higher margins from trading as a result of ticket chagggmeaiathfag to
increases in account balances that flow entirely to the profit margin. With respect to advisorg sesvi@zeive fees on asset account



balances that flow directly to the firm. Refer to Note 1Revenue RecognitionAdvisory Fees" to our Condensed Consolidated Financial
Statements.

OPERATING
EXPENSES

Operating expenses, which experienced a $4.32 million or 34.49% increase, are discussed in detail below.

Compensation and Benefits

The largest component of operating expenses is compensation and benefits, which increased by $2.26 mblida oG@beral salaries,
which grew by 21.78%, accounted for $0.93 million of the increase. In addition, we experienced a $0.23 million incregsenisation paid
to officers resulting from bonuses. Another significant contribution to the increase®@agamillion increase in stock compensation in the
form of restricted stock awards to employees, directors, consultants and independent representatives. The increasalargenersiliited
primarily from the hiring and retention of 30 additionalgmmel in such functions as:

e Trading and Operations to continue to provide an increasingly higher level of service to our sophisticated representative forc
a differentiator in the face of increasing competition,

e Compliance- to meet the growing needs within the industry for internal control, quality supervision and continuing education
our independent representatives, as well as to reduce legal and settlement expenses,
Representative recruitmentto enhane our ability to recruit higher quality representatives,
Legal Department- to help reduce the need for traditionally more expensive outside counsel, and to provide additional servic
our representatives and

e Other general administrative areas.

Regulatory, Legal and Professional

Regulatory, Legal and Professional expenses increased by $1.83 million or 61.71% . The largest component of this ire&hdé was
million increase in legal fees and settlement costs associated with the MessttcProceedings referred to in footnote 15 to our Consolidate
Financial Statements and described in detail in Part |, ltdineBal Proceedings We have taken and will continue to take measures
calculated to limit our ongoing exposure to legal peatiegs arising from our operations. In this regard, there was a $0.15 million decrease
compared to the prior period in legal fees and settlement costs associated with litigation other than the MassachesitigsProce
Management believes, although theam be no assurances, that the Massachusetts Proceedings will prove to be atypical, in terms of fina
impact, of legal proceedings that will be generated in the future in connection with-gaingnoperations).

The Compangs legal expenses, other than those associated with the Massachusetts Proceedings,
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decreased for the comparative period. Management believes this result is directly attributable to the @oisigbaged management
approach that seeks to minimize risk by improving the quality of its associated registered representatives whilegoesmiittes to educate
and train our sales force, efficiently and accurately process their business, and appropriately supervise their busiegss acti

The Company's legal accrual increased by $0.67 million to $1.10 million as of March 31r@@Gk0f43 million as of March 31, 2006 as
a result of the settlement in the Massachusetts Proceeding. The Company also had various arbitration claims filetthaigagnsaiited an
additional accrual increase. As we operate in an increasingly litigidustry embedded with regulation, we will continue to invest significant
resources to reduce the likelihood of future litigation exposure by promoting accuracy, ensuring sound operational oti@Epplsng
appropriate compliance measures.



Advertising

Advertising, including related marketing expenses, decreased by $0.02 million or 2.32%, primarily reflecting decreasedospeffidier
travel.

Communications

Communications expenses decreased by $0.11 million or 19.0%, primarily due to a decrease in printing and website bygsis offset
increase in telephone expenses. The costs savings in printing expenses were achieved by communicating to our prospectate/esgy
emailing our product literature instead of direct mailing. The Company's website is currently used to target new reaersusyspreviding
access to information through the website and other Internet publications. Communicationreffoetatad expenses, which also include
investor/public relations, conference, and telephone, have historically been positively correlated with the overall grovisinsaiess. Our
website and newsletter, "The Capitalist", have become effective methantaunicate to qualified Representatives for recruitment purposes.

Occupancy

Occupancy expenses increased by $0.30 million or 43.31% primarily as a result of opening Investment Centers in Braintree, MA,
Manhattan, NY and Bedford, NH and a new Business Center in Miami, FL. Furthermore, we leased additional space for sggmeeimana
and our marketing department at a separate Lynnfield, MA location. The Company also experienced an increase in deypedoiation d
acquiring additional fixed assets in the form of new computers for the additional staff, leasehold improvements amal &atditiore and
fixtures for the home office in Lynnfield, MA to accommodate the increased number of employees.

Other Administrative

Other administrative expenses, which include various insurance, postage, office and coslgtettexpensefcreased slightly by $0.08
million or 7.81% . Management continues to mount a concerted effort to reduce general office and postage expensesedtabcggtt sev
saving methods.

Interest Expense

Interest expense decreased by 25.13% reflecting less margin balances in our firm accounts when comparing the cuiwehepetad t
period.
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OPERATING AND NET
LOSSES

The fact that the Company registered operating and net losses during the current period, compared to the operatirafitddrimet {hre
prior period, can be attributed primarily é@penses related to the Massachusetts Proceedings and resulting settlement that totaled
approximately $2.20 million during the current period. See Part |, Itdine8al Proceedings

Despite a 15.23%, 20.22% and 12.94% increase in gross profithevprior year for the fiscal years ended March 31, 2005, 2006 and
2007, respectively, the Company has experienced a negative trend in earnings during this same overall period. Thelirgatlestat



increases in total operating expenses of 23.724420 and 34.49% for the comparable periods. These operating expense increases have
driven primarily by significant increases in compensation and benefits and in professional fees and legal settlement costs.

In order to remain competitive, the@pany has increased the number of home office staff by 36% over the two year period ended M
31, 2007. Central to this staff enhancement, was the hiring of additional compliance staff, which typically are amoneridhiof our
employees. In adtion, salary increases have been necessary to attract and retain higher quality employees so that service levels to our
force are constantly improved. Improvements in our service levels are believed to enhance our current reprépendativiely and our
ability to attract quality new representatives which, in turn, is believed to be a driving force behind the increasgiofijregserienced over
the past three years.

The growth in the number of employees has corresponded with @caghitost increase during the same period in our 100%
Companyfunded employee health care program in addition to various office and infrastructure expenses in order to house ahd support
additional employees necessary to remain competitive duringetiewpAdditionally, the Company has committed considerable resources tc
retaining its key managers and employees in the form of its shareholder approved equity incentive plans. Stock graets andeothe
2005 plan were made to certain key employkeig fiscal year ended March 31, 2007 at considerable expense to the Company.

Professional (legal and audit) fees and legal settlement costs have also increased significantly over the last tieds fischhgve
contributed above all other epating expenses to the negative earnings trend noted above. In addition to an adverse 2005 civil court verc
experienced by the Company resulting from commercial litigation unrelated to its core business, the Company incurrddgabtexsts in
thefiscal years ended March 31, 2006 and 2007 as a result of its prolonged and vigorous defense of a November 2005 Agiministrativ
complaint filed against it by the Securities Division of the Secretary of the Commonwealth of Massachusiizs@hehusetts
Proceedingy). The Company eventually settled this matter at considerable additional expense. Although there can be no assurance,
management believes that the expense of litigating and settling the Massachusetts Proceedings will prove to be atyparalhaled to
legal proceedings that may be expected to continue to be brought against the Company in the future in the litigioug el laitgal
environment in which we operate. For further details regarding the Massachusetts Proceeding andlgiwrdedimgs, see Part I, Itemi 3.
fiLegal ProceedingsandfiNote 15 Litigationdin this Form 16K.

But for the cost of the Massachusetts Proceedings and settlement, management believes that the aforementioned neggatigadcarnin
would not havecontinued during the fiscal years ended March 31, 2006 and 2007. Further, although there can be no assurances, mana
believes that there is no present reason to expect the historical negative earnings trend to continue as a resuuiofecbistsatters of this

type.

Fiscal Year Ended March 31, 2006 Compared with Fiscal Year Ended MarcBil, 2005

Results reported for the fiscal years ended March 31, 2006 and 2005 are comparatively discussed below to the extanatiwatseiqpl
comparative variances in results for these two fiscal years differ from
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the explanations given above for variances in the results for the fiscal years ended March 31, 2007 and 2006.

REVENU
ES

Our revenues rose $12.84 million, or 23.3%, to $68.00 million despite the effects on the economy of increases in éstareserargy
prices. Revenues from commissions increased by $11.37 million or 23.4% for the current period compared to ¢hegriddypsory
services revenue also increased by $1.45 million or 39.0% between the same comparative periods. The significant increaseue®
reflects general revenue growth in the diversified investment sector of the financial services aglugtilyas other factors discussed below.

Revenue growth continues to be supported by our efforts in recruiting sophisticated and experienced representativesiiftea anedy
likely to engage in brokerage and investment advisory services. Ve 1.82% increase in recruitment of new representatives during the
fiscal year ended March 31, 2006 compared to the prior year. Revenue growth from these new recruits generated a $ar280n8illiin
increase in corresponding revenues.



Revenuesf $1.22 million or 55.29% of this $2.20 million increase, and 44.16% of all current period revenues from representegives, \
derived from trading or brokerage services. Our progress in recruiting representatives who are qualified and likelyitoteadiageservices
have resulted in a 145.78% increase for the year ended March 31, 2006 compared to the fiscal year ended March 31, 2005.

Percent

Recruiting Statistics Year Ended March 31, Change Change
2006 vs.
2006 2005 2006 vs. 2005 2005

Product Type
Mutual Funds, Variable Annuities, Direct Participatior
Programs, Other $ 2,186,700 $ 1,293,02¢ $ 893,671 69.11%
Trading Services(brokerage) 2,054,522 835,935 1,218,587 145.78%
Advisory Services 390,164 298,421 91,743 30.74%
Total $2,427,38E $2,204,001 90.80%

$4,631,38€

Commissions

Commissions from variablennuities and trading made up the largest increase in commission revenue. Variable annuities and trading
commissions represented $7.68 million or 67.53%, of the increase during the current period when compared to the pAtsgeriod.
commissions from déct participation programs, which predominantly include RE[Real Estate Investment Trusts) and oil and gas
programs increased by $2.71 million or 47.28% .

Commission
Revenue
percentage
increase 2006
percent of total VS

Product Type 2006 2005 2006 vs 2005 Increase 2005
Variable Annuities $ 22,766,073 19,300,208 $ 3,465,865 30.49% 17.96%
Trading (brokerage) 1 18,457,135 14,245,778 4,211,357 37.04% 29.56%
Mutual Funds 8,665,442 7,874,316 791,126 6.96% 10.05%
Direct Participation

Programs 8,436,466 5,728,231 2,708,235 23.82% 47.28%
Other 1,703,615 1,511,519 192,096 1.69% 12.71%
Total Commission

Revenue $11,368,679 100.00% 23.36%

60,028,731

48,660,052

1. Revenue designated as Trading (brokerage) includes revenue from mutual funds sold through our trading platform.

Although commissions from variable annuities comprise the largest component of commission revenue, thed€osnpang base has
been shifting toward the brokerage area, which represented 37.04% of the total increase in commission revenues. Amimsbesiohgur

representatives conduct their
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business in brokerage accounts which, in turn, improves our margins.



The trend towards brokerage reflects a concerted effort on our part to recruit sophisticated representatives witheseseswHho utilize our
brokerage platform. As a result of the shift toward brokerage products, the Company experienced higherafitenargins from sales of
the resulting product mix during the current period compared to the prior perio® S8eoss Marging below.

Advisory Fees

Advisory services typically provide significantly higher margins than traditional briéaler products such as variable annuities and
mutual funds. SeBi Gross Marging. Accordingly, we have been encouraging our representatives to convert more of their business to
advisory services. Although we do not control which advisory serviceepresentatives provide for their clients, we continue to make
concerted efforts to attract them to our proprietary advisory services programs through seminars, trade shows anchaliketingle

Fees from our reglirected assainanaged program,-MAP, where asset allocation and other investment advisory services are providec
directly by our independent representatives, continue to be the leading source of revenue in this category. Revenggsdgrantigrew by
$1.03 million or 61.5% to $2.7rillion compared to $1.68 million the prior period. Supported by our Net Exchange Pro and Pershing dire
mainframe trading platforms, this program is becoming increasingly popular with our representatives because of theiepqrtawities to
deliver to their clients superior asset management services at a potentially lower cost and the potential for increasedlmaterall mar
performance.

Revenues from our furthanaged AMAP or separately managedMPAP accounts, where investment advisory sewvige provided by
EPA and ICA instead of our independent representatives, increased by $0.50 million or 42.8% between the comparati@ greneudnt
guarters revenues from the funthnaged category have slightly declined due to the termination airisowvhere asset values have fallen
below a minimum level. Also, management has not been aggressively marketing this program comparedda¢otetpssananaged
program and $/1AP program.

Revenues from assetanaged programs where investmsantvices are provided by outside advisors, decreased slightly for the year enc
March 31, 2006. EPA, and more recently, ICA have been continuing to direct their marketing efforts away from theseythieshpgement
programs and more toward their inteknproprietary asseahanaged models. EPA and ICA have been providing sales, marketing, trading
platform and other technical support to our representatives to enable them to deliver improved investment advisory services.

Revenues from advisory serei provided to mutual funds decreased by $.07 million when compared to the prior period, reflecting the
termination during the current year of the Compamanagement agreement pursuant to which it had been providing advisory services to
mutual funds. Oumutual funds constituted only $0.25 million or 6.8% of the total advisory services revenue category for the year ended
March 31, 2005, and $0.18 million or 3.6% for the fiscal year ended March 31, 2005.

Our current success to our advisory servigeg/mam recently has been a result of an enhanced online platform that we offer to our
representatives, enabling them to perform their services of asset allocation in a more cost effective way. In addisiavintiebave been
passed on to the cliengsulting in lower fees charged for an improved service.

Other Fee Income

Other fee income decreased by $0.05 million or 4.00%, resulting mostly from a $0.18 million decrease in administrativier feddirig
regulatory services to our representatives in connection with annual renewals of their NASD licenses and errigsians! @&O) policy
enrollment. Most of this variance stems from the timing in the collection of an (E&O) adjustment during the first qugetar for
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ended March 31, 2005. There was no (E&QO) adjustment for year ended March 31, 2006.

Offsetting the abovenentioned decrease was a $0.09 million increase in financial planning fees from sophisticated representatives
providing portfolio strategy for their clieriassetmanaged accounts. In addition, we experienced a $0.10 million dollar increase in other
administrative fees to cover the increase in compliance costs for the maintenance of books and records.



Finally, there was a $0.06 million decrease in administration fees onaragsaged accounts as a result of the termination of several of
these accounts when asset balances fell below minimum levels.

Marketing Revenue

Net marketing revenues decreased by $0.13 million or 11.1%, reflecting a $0.23 million increase in the cost to host natianalua
convention held in Boston in October 2005 and our Diamond Achiever conference in March 2006. Offsetting this dexee&6e8®anillion
dollar increase in marketing support revenues from several fund companies based on increases in sales volume of héVe@alsacaw a
$0.02 million increase in marketing support revenues from our regional meetings and salélof B@ms such as apparel, bags, hats with
our logo and blast email services.

Other Income

Other income, consisting primarily of interest and dividends and gains or losses on investments, increased by $0.ar timéllion f
comparative currdrperiod to the prior period. The majority of the increase came primarily from interest earned on account balances due
increase in daily average balance in our trading accounts.

GROSS
MARGINS

Gross margin rose by $2.23 million or 20.0% to $13.40 million for the current period primarily due to a $1.60 milliofingrease in
gross margin derived from trading over the prior period.

Trading

The increase in gross margin from tragineflects an increase in brokerage commissions and a reduction in clearing charges due to
increased sales volume, increased commission retention rates, and more fee income within corporate accounts.

Contributing to this improvement in gross margins from trading was a $0.38 million increase in the margin from our fraits avwhey
market on account balances and a $1.22 million contribution from net trading commissions. The primary increasaanginessom trading
commission is derived from a $1.10 million increase in net trade commissions from lower producing / payout represematiosmified
effect of these factors was an increase in our average payout retention in brokerage searvi2zé¢$%oin the prior period to 30.7% in the
current period which, in turn, contributed to an increase in our gross trading margin from 14.40% to 19.71% . PleaSraséektiargin
Table above.

Other factors contributing to the increase in grosggmdrom trading was that there was a $0.21 million trading error in April of 2004 th
was realized in fiscal 2005 as well as investments in personnel and technology to expand and upgrade the capabilifidsgfand
operations department that &fed us to more efficiently service the increase in trading volume. Through our efforts we are continuing to
recruit more capable and experienced representatives who can offer a broader range of brokerage products which hgvefd greajier
compare to the normal mutual fund and variable annuity productsiigggommissions, above).

Advisory Services

Page 37

INVESTORS CAPITAL HOLDINGS LTRO-K

Fiscal Year Ended March 31, 2007



Advisory services profit margin increased by $0.36 million or 21.80% for the current period to the prior period. The ohdjaripyofit
margin in advisory services stems from our-déected assemnanaged programs that make it possible for represesgananaging client
accounts to trade directly online using our automated trading platform. Resulting increases in the representativeidunaelieffectively
increase the Company's commission revenues and gross margin. Additionally, by processimgnsactions at a stable fixed cost, our
enhanced trading technology fosters economies of scale that control operating expenses required to process the iecvehsed.trad

Although we experienced an increase in profit margin from advisorycesrduring the comparative period, our retention rate decreased
from 42.6% to 37.5% . There were a couple of factors contributing to this retention percentage decrease. Advisoryeieecdhfesnd
rep-directed business declined slightly, reflectingrdases in the commission retention rate for client accounts whose balances reached le
that trigger automatic retention rate reductions. Also, as a result of terminating the management agreement assob@atedtwithftinds we
no longer receive argdvisory fees from that revenue component which directly contributed to our margin

Although our retention rate from advisory services decreased compared to the prior period, this category on a-{petestitegeasis still
retains a higher profit margthan most of the other products or services we and our representatives providl@éG®ss Margin Tablg
above).

Mutual Funds, Variable Annuities, Etc.

Profit margins from mutual fund sales, &dnle annuity sales, direct participation programs and other check and application distributior
programs contributed $4.95 million or 37.03% of the total gross margin compared to $4.47 million or 40.10% during teequtidkg
presented in the previogsoss margin table, margin from our check and application distribution programs comprised the greatest contrib!
to our overall profit margin; however, trading achieved the largest percentage increase for the comparative period dbf RIQGIV&sus
March 31, 2005.

COMMISSION
EXPENSES

Commission payouts to our independent representatives, as a percentage of commissioned revenues, remained virtu8®/3¥efaty at
this fiscal year ended March 31, 2006 versus 82.2% for the fiscal yded &farch 31, 2005. Management is continuing efforts to improve
commission retention rates by refining our business model to emphasize the recruitment and retention of sophisticatiediveprddese
individuals can offer a variety of brokerage andisdry products and services that give us better commission retention rates than those
obtained from mutual funds and variable annuities. We experienced higher margins from trading as a result of tickenaliaeges a
pertaining to increases in accouaidnces that flow entirely to the profit margin. From advisory services we receive fees on the asset bale
in the account that go directly to the firm. Refer to the revenue recognition policy.

OPERATING
EXPENSES

Operating expenses, which experienced a $2.27 million or 22.1% increase for the year ended March 31, 2006, are distaissed in d
below:

Compensation and benefits

The largest component of operating expenses is compensation and benefitmevbised by $0.63 million or 11.1% during the current
period. This is substantially below the absolute and percentage growth rates achieved in revenues and gross margnue ificisides
primarily an increase in general salaries of $0.67 million bffgea decrease in offic@r salary of $.07 million primarily as a result of the
resignation of EP&s president during our fiscal quarter ended June 30, 2005. There was also a $0.08 million decrease in stock option
compensation due to a reduction in thiugaof stock options distributed based onfiBé&ack-Scholes Methoalof option valuation for the
comparative years ended
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March 31, 2006 versus March 31, 2005.

The Company sustained a $0.11 million increase in compensation expenses from 401(k) contributions, health insurandetareispayro
in the current period versus the prior period. This increase along witfictiease in general salaries primarily was the result of the hiring of 1
additional personnel. The Company went from having 65 full time employees at March 31, 2005 to 83 full time employebs34t, K606
to support continued growth of the Company.

There was a $0.23 million increase in additional personnel expense that was needed to support the increase in bubmé&ssliingnand
operations sector. Resources were committed to ensure that the Company continues to provide quality cugterteensesophisticated
representative force. Also, $0.4 million of addition expense was incurred in connection with the hiring of additionaépertmmarea of
compliance. Resources were devoted in this area to meet the growing needs witlidnstrg of providing an adequate framework of internal
control, quality supervision and continuing education to our independent representative force.

Regulatory, legal and professional

Regulatory, legal and professional expenses increased &4 fillion or 94.2% . The largest component of this increase was a $0.87
million or 264% increase in nein-house legal fees, $0.74 million of which was incurred in connection with the Massachusetts Proceedin
described in detall in Part |, ItemfiBegal Proceedingsd An additional $0.13 million of this increase arose from other actions that managem
believes, with advice of counsel, are of the exposures likely to be presented by our ongoing operations.

There wereb0.31 million in legal settlements from dealings uncommon to our business that contributed to the $0.54 million increase
lawsuit settlement expenses. We also experienced a $0.23 million dollar increase in lawsuit settlements arising frangramshcited in
the normal course of business.

We increased our accruals for legal expenses from $0.25 million for the prior period to $0.43 million for the currerRlpasedefer to
Footnote 15 to the Condensed Consolidated Financial Statenmeatilition, since we operate in an industry embedded with regulation, we
will continue to invest significant resources to reduce the likelihood of future litigation by promoting accuracy, ensunihgperational
techniques and providing appropriate cdiance measures.

Finally, we experienced a $0.04 million increase in accounting expenses, primarityedateid, while regulatory and professional
expenses remained essentially flat for the comparative periods.

Advertisement and Marketing

Advertising expenses increased overall by $0.13 million or 17.36% due to a change in the overall marketing approachuitneaemtre
process. Management determined that it was more effective to communicate to a potential representative forcealwitiaderiag
materials. As a result of this marketing strategy, general marketing expenses increased by $0.09 million offset bylko0d@sIime in
advertising expenses (magazines, brochures). Also there was $0.10 million dollar increase indvezdbsrtainment as a result of the officers
of the Company continuing to meet potential representatives.

Communications

Communications expenses increased by $0.07 million or 12.6%, primarily due to increases in printing and website exjeirsasirgppr
$0.02 million and $0.04 million, respectively. These costs were incurred to target new revenue streams by provislitogisforesation
through the Internet and other publications. Communication efforts and related expenses, which also include investtatforisic r
conference, and telephone, have historically been positively correlated with the overall growth of our

Page 39

INVESTORS CAPITAL HOLDINGS LTRO-K



Fiscal Year Ended March 31, 2007

business. Our website and newsleifEne Capitalish have become effective mieith to communicate to potential qualified representatives for
recruitment purposes.

Occupancy

Occupancy expenses increased by $0.11 million or 18.70% primarily as a result from $0.04 million in addedreostnd
condominium fees and a $0.04 million increase in depreciation. In the current period we added two new investment canténesein B
Massachusetts and New York, New York. We acquired additional fixed assets in new computers for thalatdffideasehold
improvements and additional furniture and fixtures to the home office in Lynnfield, Massachusetts to accommodate thie imgnelaseof
employees.

Other Administrative

Other administrative expenses, which include varinssrance, postage, office and computated expenses, decreased by $0.09 millior
or 8.20% . The Company experienced a $0.08 million increase in office expenses related primarily to the opening ofiatmamtreffice in
Miami, Florida and the cosif a full year of operations of our Los Angeles, California recruitment office. Increases in other administrative
expenses also included $.01 million of additional office supply expense, a $0.03 million increase in bank chargesroaaidtimegivy
volume credit card transactions to process representative license renewals, a $0.02 million increase in other taxes dureytaiise pri
adjustment regarding sales and use tax, and a $0.01 million increase in donations.

Offsetting those increases, cont@r maintenance services declined by $0.07 million reflecting a greater relianebamsastaff to
service our computer systems and maintain our website. Postage decreased by $0.02 million as a result of paying cdmuugisions t
Electronic Funds Tramission (EFT) and providing commission reports to our representatives over our website versus mailing out their ¢
and commission statement. Also, the Company utilized the United States Post Office for overnight deliveries, whiclpénkige than
other parcel couriers.

Other declines in office related expenses were from mutual fund expenses which experienced a $0.08 million declingelneiratiba
of the management agreement for the mutual funds, and a $0.07 million decline in toexpdabes from the write off of bad debt related to
loans extended to our representatives. No loans were written off during the fiscal year ended March 31, 2006.

Interest Expense

Interest expense increased by 18.16 % in comparing the prior period torhet period.This was primarily due from interest on margin
balances on firm accounts and from interest on short term obligations.

OPERATING
INCOME

Operating income decreased by $0.02 million or 1.93% due to an increase in operating expenses of 22.1% . The most significant
contributors to the increase in operating expenses were $0.74 million in legal fees in the Massachusetts Proceedidg#iand| &1 85
million in legal fees and settlements incurred in other legal proceedings that the Company believes in the aggregatetavibepatypically
heavy when compared with legal related expenses incurred in the course of future operations.

We will continue to make substantial investments in our selling and administrative services capabilities, including tadditions
management, personnel and service infrastructure, as part of a concerted strategy to increase revenues and profagkitigntMemly
believes that a sustained focus on enhancing ourafdke-art business platform will facilitate accelerated recruitment of independent
representatives that are focused on growing revenues, particularly in high margin lines such asamditsadjng services. As part of this
effort, the Company continues to invest in an automated trading system that enables sophisticated representativesliergreseand
activity.
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NET
INCOME

Net income decreased by approximately $0.17 million or 27.40%, or $0.03 per basic and $0.02 per diluted share, duas®ia dperating
income and a related increase in the provision for income taxes due to deferred tax items. The decreasegiinopenatis a result of
incurring more operating expenses, primarily legal expenses, proportionate to the increase in revenues and profit npangidtccdne

fiscal year ended March 31, 2005. In partial offset, we experienced a $0.02 million gaensatet of an asset during the current period. See
Footnote 3 to our Consolidated Financial Statements. There was no such gain in the prior period; however, there wabian@ollamoss
on early disposal of computer equipment.

LIQUIDITY AND CAPITAL
RESOURCES

The Company believes that achieving its return on equity goals requires the efficient use of capital. We have finarneedians op
primarily with internally generated cash flow.

Cash inflows historically have come primarily from the Comparmpre brokedealer and investment advisory services which, in recent
years, have proven profitable except during the most recent fiscal year when financial results were reduced by &2iaGosts associated
with the Massachusetts Proceedings (see Part |, Itéhe8al Proceedings. This historic profitability typically has followed an annual cycle
of relatively average profitability during the first and third fiscal quarters, relgtioer profitability during the second fiscal quarter (when
several representatives and their clients are on summer vacation), and relatively high profitability during the foutiafiscgivhen several
representatives and their clients start a nesirtass and investment year).

In addition to the annual profitability cycle, negative fluctuations and general uncertainty in financial markets carelgatieeaimpact
on cash flow. The Company works to minimize this impact by aggressively regrsitphisticated representatives who can offer diversified
products that continue to meet the needs of their clients despite changing market conditions.

The Company takes a proactive approach to minimizing or even preventing the occurrence géotheéhat may lead to unexpected
cash outflows, including lawsuits, trade errors and fines from regulatory agencies such as the NASD or the SEC. A &ppretttiss
ensuring that adequate controls over our operations and those of our represemtatimptemented and periodically updated. As part of this
effort, substantial resources have been committed to enhancing the capabilities of our compliance team, whose tassunmduidhabour
representatives give proper weight to the circumstaacdsnterests of their clients when recommending investment options. The Company
also allocates resources to stay current with the many rules and regulations applicable to our business by assistirgatiothanel training
of our sales representattvand staff.

As of March 31, 2007, cash and cash equivalents totaled $5.50 million as compared to $7.72 million as of March 31, 200&apitak
as of March 31, 2007 was $5.32 million as compared to $8.04 million as of March 31, 2006. Thkawtient assets to current liabilities was
1.80 to 1 as of March 31, 2007 as compared to 2.70 to 1 as of March 31, 2006, principally due to cash disbursememsllafr$ave2 the
course of the current period resulting from the Massachusetts Pirggeadd settlement.

Operations used $0.11 million in cash for the year ended March 31, 2007 as compared to $0.22 million of cash used fmdbd yea
March 31, 2006.

In comparing cash flow from operating activities for fiscal year endediMat, 2007 to fiscal year ended March 31, 2006, we can see tt
cash flow decreased by $1.53 million as a result of a net loss of $1.08 million for the current period versus net ircdBendlién in the
prior period. The $1.72 million used in the 8&achusetts Proceedings and settlement more than accounted for the swing in cash flow fror
operating activities.
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Also during the current period we incurred stock based compensation in the form of restricted stock that is a $0.76amn#luleg
non-cash add back adjustment in comparing the current to the prior period. We also had additional cash flow in&48awnitifon from
incurred liabilities, including $0.48 million of expense accruals related to the Massachusetts Proceedings and setildipeneféiired taxes
reduced cash flow by $0.64 million.

Cash outflows from investing activities for the current period totaled $2.74 million of which $0.92 million resulted fchasmg
equipment as well as technology and leasehold improvements. In addition, we invested $1.73 million in US Treasury\NBiks and

As part of our financing activities we paid a $0.25 million cash dividend on June 29, 2006 to shareholders of recong 45 02006. In
addition, we incurred a short term note obligation to finance insurance premiums which increafiesvdas$0.74 million.

As of March 31, 2006, cash and cash equivalents totaled $7.72 million as compared to $8.62 million as of March 31, 200%apitak
as of March 31, 2006 was $8.04 million as compared to $9.08 million as of March 31TB80%tio of current assets to current liabilities was
2.70 to 1 as of March 31, 2006 as compared to 3.31 to 1 as of March 31, 2005.

Operations used $0.22 million in cash for the year ended March 31, 2006 as compared to providing $0.82 miliotheagkar ended
March 31, 2005. Cash flow from operations, in comparing the current period to the prior period, decreased by $1.04aniisuit &
several factors. We experienced a $0.17 million decrease in net income. We had a cash flowale&tésbenillion from our trade
receivables and a $0.40 million decrease in accounts receieasiet held for sabeWe also had a $0.17 decrease in loan grants to registere
representatives to help grow their businesses.

Also comparing cash flodrom operations for the year ended March 31, 2006 to the year ended March 31, 2005, we experienced a $
million cash flow increase from income taxes, a $0.33 million decrease from current payables in accounts payable aegpaErmeednd a
$0.74 milion increase resulting from commission payables.

Cash outflows from investing activities for the year ended March 31, 2006 comprised $0.65 million of which $0.41 million was for
purchasing equipment as well as technology and leasehold improvements. Also, we had a $0.15 million cash outflow fonearttimeesyh
a private placement.

Finally, as part of our financing activities we paid a $0.12 million cash dividend on May 16, 2005 to shareholders a$ raficdial 2,
2005, offset by $0.09 million received in financing debt for our insurance presnium

Cash dishursements for legalated matters during the year ended March 31, 2007 totaled $2.62 million including $1.72 million for leg
fees relating to the Massachusetts Proceedings and $0.50 million for the initial payment pertainingtterttemsef the Massachusetts
Proceedings. Subsequent to the March 31, 2007 there will be at least an additional $0.50 million to be galigibltheurchasersof
equity indexed annuities and/or the State of Massachusetts under the terms oféhtagmeement. Management at this time does not forese
such future cash out flows exceeding $0.50 million that will impact our future cash position. Payments to eligible psmcbadgesember
of 2006 have totaled $.04 million to the date of this F&eAK. See Part I, Item 3JiLegal Proceedings

Management believes, although there can be no assurances, that the current period net castwbigfoeflects unusually burdensome
expenditures to defend and settle the Massachusetts Proceedifigst be indicative of future cash outflow trends. The scale of the financi
damage resulting from the Massachusetts Proceedings has been atypical of legal proceedings that the Company has @xiaeeiamckdnt
managemeid estimation, will provéo be atypical of legal proceedings that may be expected to occur in the future. Whether or not
managemelds expectations will come to fruition may in no small measure depend on the degree to which we succeed, through a contint
evolving and robust copfiance regime, in assuring that the firm and its independent representatives operate in conformity
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with the many laws, rules and regulations pertaining to our bidda@ler and investment advisory operations.

The unprecedented disbursements during the fiscal year ended March 31, 2007 associated with the Massachusetts Preceadiags h:
significant negative impact on our brokerage firm's net capital ratio. The SEC Uniform Net Capital Rule (Rulgréfc@es that ICC, our



brokerdealer subsidiary, maintain net capital of $100,000 and a ratio of aggregate indebtedness to netfregpitabi(al ratiod) not to

exceed 15 to 1. Under the rule, indebtedness generally includes all money owed by a company, and net capital inclutassedstheat are
easily converted into cash. SEC rules also prohibit "equity capital” (which, under trepitet ile, includes subordinated loans) from being
withdrawn, cash dividends from being paid and other specified actions of similar effect from being taken, if, amongodfibdr spe
contingencies, the Compaisynet capital ratio would exceed 10 to Jifare would have less than 120% of our minimum required net capital.
As of March 31, 2007, ICC had net capital of $1.05 million (i.e., an excess of $0.52 million) and a 7.59 to 1 net tapiatoaipared to net
capital of approximately $0.96 millionég., an excess of $0.53 million) and a 6.63 to 1to 1 net capital ratio as of March 31, 2006.

In December 2006, ICH infused $1.3 million in capital to ICC to offset the cash drain resulting from the Massachusetiadacee
settlement. The Compg's legal accrual increased considerably to $1.10 million as of March 31, 2007 from $0.43 million as of March 31,
2006 primarily as a result of the settlement of the Massachusetts Proceedings. The Company also had other variolsfaeboltaagomsit
that warranted a portion of the accrual increase.

During the current period the increase in our legal accrual impacted ICC's net capital ratio and excess net capitalahiel @t
consider this to be a trend and does not currently antiictpat similar accrual increases will be a recurring necessity. See Footnote 5 to ou
Consolidated Financial Statements.

The Company currently has ample cash to cover additional accruals and disbursements resulting from these proceedittgsseDespite
legal proceedings, that increased our legal accrual, the Company remains focused on committing the resources necessaeg fgraveth.

During the fiscal year ended March 31, 2006 in its former role as investment adviser to the Eastéwuvizoirg Funds Trust family of
mutual funds, Company disbursements to pay fund expenses that exceeded their respective caps averaged $0.08 milkorAser quart
previously noted, the Company agreed to terminate its management contract with the Trast@dihgly, the Company received a net cash
flow infusion of $0.18 million for the year ended March 31, 2006 versus a $0.39 million cash flow outlay for the year amtheBiLl\M2005.
See Part |, Item 1 fiRetail Mutual Funds

For the year ended &ich 31, 2005, cash inflows from operating activities primarily came from net income, which contributed $0.62
million as well as the collection of $0.38 million of accounts receivable and $0.59 million from current liabilities edaexpenses and
accounts payable. Cash flows decreased by $0.68 million primarily from $1.02 million in payments of income taxes. Cash filmescalsed
by $0.19 million for payment of commissions and $0.18 million for loans to representatives to help them grow thes.Btisally we had a
cash outflow of $0.15 million to the NASD to pay a note in full.

ICC made a business decision in the fiscal year ended March 31, 2003 to conclude an NASD investigation into supendsioeg proce
relating to the period of Janua3000 through July, 2002. While we considered disputing the allegations in a formal proceeding, we estim
the cost of doing so to be prohibitive. Furthermore, we sought to avoid disruption of our operations. Accordingly, Wwailadwmitting nor
derying the allegations, we consented to a number of findings in order to resolve the matter in its initial stages. Repénamestibihg
settlement note to NASD did not have a material effect on cash flow at any time during the current period esvde fnlly paid on August
19, 2004. The Company has implemented and maintains an adequate system of supervisory and regulatory proceduresfanesdeesnyot
material deficiencies in the future in this regard.
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From investing activities we had cash outflows of $0.27 million for equipment and technology. As part of financitesastvinad a
cash flow decrease of $0.04 million. This was the result of a $0.07 million payment on a note to finance our insuramss pffsetibby
$0.03 million in proceeds from options being exercised.

CONTRACTUAL OBLIGATIONS
Payments Due by period
Contractual Obligations Total less than 1 year 1-3 years 3-5 years After 5 years
Short term loans and notes payable 1,
lines of credit and other sheterm
borrowings $ 838,358 $ 838,358 $

- $
Operating leases 2 2,128,151 601,533 1,202,50¢

324,117

Total $ 2,966,509 $ 1,439,891 $ 1,202,50¢ $ 324,11 $ -



1. Refer to Note 11 of the Notes to Consolidated Financial Statements for information regarding short- term loans and notes payable.

2. Refer to Note 14 of the Notes to Consolidated Financial Statements for information regarding operating leases.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Market risk is present in our business due to, among other things, price changes in equities, changes in interesireatiésangs in
debt instruments. This risk relates both t@finial instruments we hold as investments and those we hold for trading purposes.

As of March 31, 2007, we held U.S. Treasury bonds with an amortized value totaling $1,738,842. Although we intend sehmddke
to maturity, if we determined taquidate our position in these bonds prior to maturity, the proceeds from their sale would depend on
fluctuations in their market value that reflect, among other things, fluctuations in prevailing interest rafiBmt&é& Investmentdto our
Consolidaéed Financial Statements.

We own an equity position in the Rising Dividend Fund with a market value of $176,078 as of March 31, 2007. The valpesifdhis
fluctuates dalily.

Market risk is present in our normal business activity as atresaur involvement as principal in the execution of trading activity and
delivery of fixed and variable investment products. Securities inventories are exposed to risk of loss in the eventalblenface
movements. Securities positions are markeoharket on a daily basis. Marketaking activities are clierdriven, with the objective of
meeting client needs while earning a positive spread. As of March 31, 2007, we held in inventory for trading purpoes\sduadtat
$206,530. We conduct obusiness as a brokerage and advisory firm clearing through another broker dealer on a fully disclosed basis to
minimize our market risk. In our view, exposure to market risk, trading volatility and illiquidity of securities heldrfrertottime in the
firm& inventory accounts could potentially have a material adverse effect on our financial position.

Additional information pertaining to market risk is contained in Part II, Item 7. "Managements' Discussion and AnalysisaiélFi
Condition and Rsults of Operations Risk Management" of this Form 4Q.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Report of Independent Registered Public Accounting Firm

The Board of Directorsral Stockholders of Investors Capital Holdings, Ltd. And Subsidiaries

Lynnfield, MA

We have audited the accompanying consolidated balance sheet of Investors Capital Holdings, Ltd. and subsidit2oegpéhg) as of
March 31, 2007 and the related consolidated statements of operations, changes in stoé&haltderand cash flows for the one year period
ended March 31, 2007. These financial statements and schedule are the responsibility of the & omap@@ment. Our responsibility is to
express an opinion on these consolidated financial statements based on our audits. The financial statements of Inet$iotdiQggiLtd.
and subsidiaries for the two years ended March 31, 2006 and 2005 were ayditieelr tauditors whose reports dated May 17, 2006, and May
11, 2005, respectively, expressed unqualified opinions on those financial statements.

We conducted our audits in accordance with the auditing standards of the Public Company Accountight®aznsd (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the finamisiarst&teenef
material misstatement. The Company is not required to have, nor were we engagedng paréudit of its internal control over financial
reporting. An audit includes consideration of internal control over financial reporting as a basis for designing auditgsrttsdare
appropriate in the circumstance, but not for the purpose of &sipgean opinion on the effectiveness of the Comimgrnal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evjetiog Hup



amounts and disclosures in the financiatements, assessing the accounting principles used and significant estimates made by managen
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable bagisifon.ou

In our opinion the consolidated financial statements referred to above present fairly, in all material respects, the consolidatied financ
position of the Company at March 31, 2007 and the consolidated results of their operations and their cash flows fenths =ach 31,
2007, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinstatethénancial

statement schedule, when considered in relation to the basic financial statements taken as eesdrakefgrly in all material respects the
information set forth therein.

/s/ UHY LLP

Boston, Massachusetts
June 29, 2007

F-1
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of Investors Capital Holdings, Ltd. and Subsidiaries

Lynnfield, MA

We have audited the accompanying consolidated balance sheet of Investors Capital Holdings, Ltd. and subsidiaries as c200&ch 31
and the related consolidated statements of operations, stockBelgleity, and cash flows for each of the two years in greod ended March
31, 2006. Our audits also included the financial statement schedule listed in the Index at Item 15. These financiad stadesobatule are
the responsibility of the Compatsymanagement. Our responsibility is to express an opinitinese consolidated financial statements and
schedule based on our audits.

We conducted our audits in accordance with the auditing standards of the Public Company Accounting Oversight Boardateb)jited St
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the finantsarstdteenof
material misstatement. The Company is not required to have, nor were we engaged to perform an audit of its internatictinaiatial
reporting. An audit includes consideration of internal control over financial reporting as eobassifining audit procedures that are
appropriate in the circumstance, but not for the purpose of expressing an opinion on the effectiveness of théiGtengrgontrol over
financial reporting. Accordingly, we express no such opinion. An audiiratedes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estinyatesnageiment, as
well as evaluating the overall financial statemeespntation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, thetedfisaincial

position the Company at &ich 31, 2006 and 2005 and the consolidated results of their operations and their cash flows for the two years
period ended March 31, 2006, in conformity with accounting principles generally accepted in the United States of America.

/s/ Brown & Brown, LLP



Boston, Massachusetts

May 17, 2006
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INVESTORS CAPITAL
HOLDINGS, LTD. AND

CONSOLIDATED BALANCE

SUBSIDIARIES
SHEETS
Assets
Current Assets
Cash and cash equivalents $

Deposit with clearing organization,
restricted

Accounts receivable

Note receivablesale of asset (current)

Loans receivable from registered
representatives(current)

Prepaid income taxes

Marketable securities, at market value

Investment (short term)

Prepaid expenses

Property and equipment, net

Long Term Investments
Loans receivable from registered
representatives
Note Receivablsale of asset
Equity Investments,at cost
Investments
Cash surrender value life insurance polic

Other Assets
Other assets
Deferred tax asset, net

TOTAL ASSETS $

Liabilities and Stockholders' Equity

March 31,
2007

5,498,259

175,000
4,336,234
8,561

470,492

35,078
206,530
745,315
482,882

11,958,351

1,396,793

191,305
747,617
190,000
1,169,606
275,201

2,573,729

72,199
889,128

961,327

16,890,200

$

March 31,
2006

7,718,682
175,000
4,163,658
8,561
379,222
73,702

261,888

12,780,715

772,498

223,019
747,617
190,000
159,150
181,872

1,501,658

22,644
248,314

270,958

15,325,827



Current Liabilities

Accounts payable $ 773,636 $ 775,774
Accrued expenses 1,871,694 1,082,61C
Notes payable 838,358 94,573
Unearned revenues 100,363 104,779
Commissions payable 3,049,900 2,432,596
Income taxes payable - 198,026
Securities sold, not yet purchased, at ma
value 711 51,386
6,634,662 4,739,744
Long-Term Liabilities
Total liabilities $ 6,634,662 $ 4,739,744
Commitments and contingencies (Note 1
Stockholders' Equity:
Common stock, $.01 par value,
10,000,000
shares authorized;6,209,421
in 2007; 5,794,246 issued and 5,790,36
outstanding in 2006 . 62,094 57,942
Additional paidin capital 9,721,749 8,740,780
Retained earnings 468,506 1,797,789
less: Treasury stock, 3,885 shares at co (30,135) (30,135)
Accumulated other comprehensive
income 33,324 19,707
Total stockholders' equity 10,255,538 10,586,083
TOTAL LIABILITIES AND
STOCKHOLDERS'
EQUITY $ 16,890,200 $ 15,325,827
The accompanying notes are an integral part of these
consolidated financial statements.
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INVESTORS CAPITAL HOLDINGS,
LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF
INCOME
YEARS ENDED
March 31,
2007 2006 2005
Revenues:
Commission $70,273,816 $ 60,028,731 $ 48,660,052



Advisory fees 6,767,136 5,147,907 3,702,556
Other fee income 941,969 1,142,454 1,189,737
Marketing revenue 1,258,944 1,013,828 1,140,098
Other income 811,163 669,508 473,091
Total revenue 80,053,028 68,002,428 55,165,534
Commission and advisory fees 64,926,784 54,609,596 44,025,004
Gross profit 15,126,244 13,392,832 11,140,530
Operating expenses:
Advertisement and marketing 874,862 895,658 763,192
Communications 489,185 603,964 536,386
Selling expenses 1,364,047 1,499,622 1,299,578
Compensation and benefits 8,604,346 6,344,945 5,713,028
Regulatory, legal and professional 4,795,947 2,965,689 1,527,256
Occupancy 995,985 695,003 616,718
Other Admistrative expenses 1,044,500 968,825 1,055,368
Interest expense 35,775 47,782 40,440
Administrative expenses 15,476,553 11,022,244 8,952,810
Total operating expenses 16,840,600 12,521,866 10,252,388
Operating (loss) income (1,714,356) 870,966 888,142
(Loss) income before taxes (1,714,356) 870,966 888,142
(Benefit)Provision for income taxes (630,290) 421,328 269,033
Net (loss) income $ (1,084,066) 449,638 619,109
Earnings per common share
Basic earnings per common share: $ (0.18) 0.08 0.11
Diluted earnings per common share: $ (0.18) 0.08 0.10
Share Data:
Weighted average shares used in ba:
earnings per
common share calculations 5,928,238 5,766,686 5,735,287
Plus:Incremental shares from assum
exercise of
stock options 172,617 144,343 186,917
Weighted average shares used in dilt
earnings per
common share calculations 6,100,855 5,911,029 5,922,204
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INVESTORS CAPITAL HOLDINGS, LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Years Ended March 31, 2007, 2006 and 2005
Treasury

Common Amount Additional Comprehensive Retained Accumulated

Stock Paid-In Income Earnings  Stock Other

Shares Capital (Deficit) Comprehensive Total

Income (Loss)

Balance at March 31
2004 5,731,598 57,316 8,520,931 - 844,670  (30,135) 12,157 9,404,939
Stock based 25,750 257 170,635 170,892



compensation
Comprehensive
income:

Net income
Other Comprehensi\
Income:

Unrealized (losses) on

securities:
unrealized holding (losses) arising
during
period no tax effect
Less: reclassification adjustment fi
gain
Other Comprehensi\
Income

Comprehensive
Income
Balance at March 31
2005 5,757,348 57,573 8,691,566
Stock based
compensation 36,898 369 49,214
Comprehensive
income:

Net income
Other Comprehensi
Income:

Unrealized

gain on securities:
Unrealized holding
gains arising during
period no tax effect
no reclassification adjustment
required
Other Comprehensi
Income

Comprehensive
Income

Dividend
payment to
shareholders
Balance at March 31
2006 5,794,246 57,942 8,740,780

619,109

(385)

(11,772)
(12,157)

606,952

449,638

19,707

19,707

469,345

619,109

1,463,779

449,638

(115,628)

1,797,789

(12,157)

(30,135)

19,707

(30,135) 19,707

606,952

10,182,783

49,583

469,345

(115,628)

10,586,083

Stock based
compensation 415,175 4,152 980,969
Comprehensive
income:
Net (loss)
Other Comprehensi\
Income:

Unrealized
gain on securities:
Unrealized holding
gains arising during
period no tax effect
no reclassification adjustment
required
Other Comprehensit
Income

Comprehensive
Loss

Dividend
payment to
shareholders

(1,084,066)

13,617

13,617

(1,070,449)

(1,084,066)

(245,217)

13,617

985,121

(1,070,449)

(245,217)

Balance at March 6,209,421 62,094 9,721,749

468,506

(30,135) 33,324

10,255,538



31,2007

Reclassification disclosure:

There was no reclassification adjustment required for an unrealized gain of $13,617 on desikdieesecurities for the year ended March 31, 2007.

There was no reclassification adjustment required for an unrealized gain of $19,707 on deailsiesecurities for the year ended March 31, 2006.

Net unrealized losses on availafide-sale securities for the year ended March 31, 2005 were $385. Such amount has been adjusted to $12,157 to reflecaaaredbtsifigain of

$11,772 on the sale afsecurity, with no tax effect, when the asset was sold.

The accompanying notes are an integral part of these consolidated financial statements.

Page 49

INVESTORS CAPITAL HOLDINGS LTRO-K

Fiscal Year Ended March 31, 2007

Years Ended March 31, 2007, 2006 and 2005

Cash flows from operating activities:

Net (loss) income

Adjustments to reconcile net (loss) income to net cash
provided by (used in) operating activities:
Depreciation and amortization

Amortization U.S Treasury Bills

Realized (gain) on securities

Change in deferred taxes

Stock based compensation

Stock option compensation

Change in marketable securities

Loss on disposal of equipment

Income (loss) on investment

Market adjustment cash surrender value life insurance
policy

Charge to commission expense (forgivable loans)
Bad Debt on Account Receivable from the Funds

Change in operating assets and liabilities

Decrease (increase) in accounts receivable
(Increase) in accounts receivable asset held for sale

(Decrease) Increase in prepaid expenses and other asse

Loans receivable from registered representatives

(Increase) decrease prepaid income taxes

Decrease in loans receivable from officers

(Decrease) increase in taxes payable

(Decrease) Increase in accounts payable

Increase in accrued expenses

Increase (decrease) in commissions payable

Increase (Decrease) in unearned revenues

(Payments) on NASD settlement note

Net cash (used in) provided by operating activities

N
o
\]

$ (1,084,066)

296,900
(11,967)

(640,814)
759,568
96,100
(183,503)

(3,312)

(2,443)
66,865

(172,576)

(270,545)
(126,421)
(35,078)

(198,026)
(2,138)
789,084
617,304
(4,416)

$ (109,488)

N
o
»

$ 449,638

213,214

(98,843)
29,529
15,814

(19,841)

3,373

896

(1,160,199)
(398,128)
(7,445)
(351,096)
100,889

198,026
(22,948)
283,930
547,256

(1,996)

$ (217,931)

N
o
(2]

$619,109

172,153

(11,772)
(79,750)
45,640
97,841
(75,095)
31,072
(990)

46,336

377,578

40,596
(181,839)
(100,889)

64,400
(582,721)

442,940
149,159
(192,856)
106,775

(148.679)
$ 819,008



Cash flows from investing activities:

Purchases of property and equipment $ (921,195) $ (414,514) $(271,107)
Purchase of Investment in unconsolidated affiliate - - (56,006)
(Payments) Cash surrender value life insurance policy (90,886) (90,886) -
Purchase of Investment in private placement - (150,000) -
Sale of Investment available for sale - - 55,954
Investments in United States Treasury Bills (1,726,875) - -
Net cash used in investing activities $ (2,738,956) $ (655,400) $(271,159)
The accompanying notes are an integral part of these
consolidated financial statements.
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INVESTORS CAPITAL HOLDINGS, LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
2007 2006 2005
Cash flows from financing activities:
proceeds from Note Payable 743,785 85,140 (69,566)
payment of dividends (245,217) (115,628) -
4,24C 27,417
Exercise of stock options 129,453 B .
Net cash provided by (used in) financing activities 628,021 (26,248) (42,155)
Net(decrease) increase in cash and cash equivalents (2,220,423) (899,579) 505,694
8,618,26: 8,112,56'
Cash and c#&sequivalents, beginning of year 7,718,682 } _
Cash and cash equivalents, end of year 5,498,259 7,718,682 8,618,261
Supplemental disclosures of cash flow information:
Interest paid 35,775 47,782 40,440
Income taxes paid 373,825 212,256 1,020,000
Supplemental Disclosure of Neébash Flow Information 747,617

Financing sale accounts receivable "Mutual Fund Management Agreemen

The accompanying notes are an integral part of these consolidated financial statements.
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INVESTORS CAPITAL HOLDINGS, LTD. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years Ended March 31, 2007, 2006 and 2005

NOTE 1 - NATURE OF
OPERATIONS

Incorporated in July 1995, Invess Capital Holdings, Ltd. ("ICH") is a holding company whose whollsned subsidiaries assist a nationwide
network of independent registered representatives ("Representatives") in providing a diversified line of financial séneigaeblic
includingsecurities brokerage, investment advice, asset management, financial planning and insurance. Our subsidiaries inidudlegthe fo

e Investors Capital Corporation ("ICC") is duly registered under the Securities Exchange Act of 1%3vedstmment Advisers Act
of 1940 and applicable state law to provide bredkealer and investment advisory services in all fifty states, the District of
Columbia and Puerto Rico. ICC maintains a nationwide network of independent financial representatizeslishnsed to
provide these services through ICC under the regulatory purview of the Securities and Exchange CommigSieadjiitee
National Association of Securities Dealers (fNASDO) and state securities regulators. ICC clears its publiom&taccounts on
a fully disclosed basis through a clearing broker. ICC does business as an investment adviser under the name Invéstors Ca
Advisors fiICA0Q).

e Eastern Point Advisors, Inc. ("EPA") is an Investment Adviser registered with SEC un@scinities Exchange Act of 1934. In
the past EPA was the primary provider of investment advisory/asset management services now being rendered by ICA, In a
until October 2005 EPA served as advisor to two mutual funds. Currently EPA facilitatemilbbibity of advisory services
provided by third parties, only.

ICC Insurance Agency, Inc. facilitates the sale of insurance and annuities &yrp@esentatives.
Investors Capital Holdings Securities Corporation ("ICH Securities") is a Mass#shaesurities corporation that was formed in
March 2005 primarily to hold cash, cash equivalents, interest income and dividend income for ICH.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Company are suizathbelow to assist the reader to better understand the consolidated financie

statements and other data contained herein.

BASIS OF
PRESENTATION:

The consolidated financial statements include the accounts of the Company and itsowhelllysubsidiaries, ICC, EPA, ICC Insurance
Agency, Inc., and ICH Securities. All significant inresmpany items and transactions have been eliminated in the catisolid

USE OF ESTIMATES AND
ASSUMPTIONS:

The preparation of financial statements in conformity with accounting principles generally accepted in the United Stateisaféquires
management to make estimates and assumptions that affect the repmiteds of assets and liabilities, and disclosure of contingent assets
and liabilities, if any, at the date of the financial statements and the reported amounts of revenues and expenseseparitiggtiperiod.
Actual results could differ from thosetigsates.

RECLASSIFICATION
S:

Certain amounts in 2005 and 2006 were reclassified to provide comparison with 2007 classifications.

REVENUE
RECOGNITION:



Company revenue recognition policies are summarized below. These policies are maintained in compliance with SEC Staiffy Account
Bulletin ("SAB") 104 "Revenue Recognition in Financial Statements".
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Mutual Funds/Variable AnnuitiesRevenue from the sale of mutual funds and variable annuities is recognized as of the date the check ¢
application is accepted by the investmewtnpany.

Trading. The Company earns commissions through stock purchases and sale transactions, mutual fund purchases, government and cc
bonds transactions, fdmsed managed accounts, and ticket charges. The Company also earns revenue in the fetrfees Hiu iterest on
account balances. The earnings process is substantially complete at trade date in accordance with the rules of the BB.SD and S

The Company also receives credit for clearing charge adjustments that are netted against any clearing chargesyhe&oimcur for the
period. These adjustments are recognized as income in the period received unless otherwise noted by the clearing firm.

Unrealized gains and losses are recorded at the time that the Company reconciles its trading positions wk#t ttedumaThe unrealized
gains or losses are adjusted to market until the position is settled or the trade is cancelled.

Advisory FeesOur managed accounts advisory fees are based on the amount of assets managed per agreement between the adviser «
advisets client. These revenues are recorded quarterly as and when billed, and any portion remaining uncollected at theudrsegfiéme s
quarter is charged against earnings at that time.

The Company ceased providing advisory services to mutual éffettive October 18, 2005. Prior thereto, advisory fees relating to the
management of mutual funds were based on average daily net fund assets as specified in theégCaanfsmy agreement and disclosed in
the fund$prospectuses. These fees were geeed monthly based on the fund Trugsegdministrative fee report detailing the amounts that
were earned for the month. The Company elected to waive certain of these fees to allow for one of the funds to maptain its ¢
administrative expenses. PEgreement with the trustee of the funds, the waived fees were subject toyetreecovery period, at the end of
which any uncollected fees have been permanently waived and, consequently, charged against earnings. Tlie Siarogssyr as fund
advise has agreed to pay to the Company all such waived amounts with intere¥tldted. Note Receivahie

Administration Fees Administration fees for services rendered to its representatives respecting annual NASD license renewals and
insurance g recognized as revenue upon registration of the representative with NASD and listing of the registered represertative with
E&O insurance carrier. The funds received from the registered representative are initially recorded as unearned rezepuets] lieany,
collected in excess of the E & O insurance premium and/or fees due NASD are recognized as revenue.

Marketing RevenueRevenue from marketing associated with product sales is recognized quarterly based on production levels. Marketir
event reenues are recognized at the commencement of the event offset by its costs.

CASH AND CASH
EQUIVALENTS:

For purposes of reporting cash flow, cash and cash equivalents includes cash in checking and savings accounts, caghtabkezldealer
and shorterm investments with original maturities of 90 days or less.

CUSTOMER
ACCOUNTS:

The Company's customer accounts are reported by the various custodians on a fully disclosed basis.

FINANCIAL
INSTRUMENTS:



The financial instruments of the Company are reported in the consolidated balance sheets at market or fair valueingraat@antg that
approximate fair value because of the short maturity of the instruments, except loans receivable. The fair value fil@dhs ace
estimated using discounted cash flow analyses, using interest rates currently being offered for Isamdaviterms to borrowers of similar
credit quality.

MARKETABLE
SECURITIES:

The Company accounts for its investments in accordanceStatement of Financial Accounting Standards (SFAS) No. 115, "Accounting fo
certain investments in debt and equity securities". SFAS No. 115 requires companies to classify theinshorestments as trading,
availablefor-sale, or heldo-maturity. The Company's marketable securities consist of fixed income instruments and mutual funds and ha
been classified by management as trading. Accordingly, realized and unrealized gains and losseagtayeancluded in the earnings of the
Company. The fa market value of these securities was determined based on quoted market prices.

The Company conducts its principal trading through two designated trading accounts. One of these accounts is useel fizddditit@me

trading on a same day bsell bais. The second account is used to facilitate fixed income trading for representatives and may carry posit
overnight. These securities are normally held in the account for no longer than 30 days and are recorded at fair market value

PROPERTY AND
EQUIPMENT:
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Furniture, equipment, leasehold improvements and software are stated at cost. Maintenance and repairs are charged sdpeuvatad.
Depreciation is provided utilizing the straigiite method over the shorter of either their estimated usefuldiviEsase term, if applicable. For
software and equipment we use-gear straighline method and for furniture and fixtures we useyedr straighline method.

ADVERTISING

The Company expenses all promotional costs as incurred.

INCOME
TAXES:

The Company uses the asset and liability method to account for income taxes. Deferredstanddisbilities are recognized for the future
tax consequences attributable to differences between the financial statement carrying amounts of the existing as#iissaaaditteir
respective tax bases and operating loss daryards. Deferredax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which the temporary differences are expected to be realized or settled. Thiéeédfeet dax assets
and liabilities of a change inxaates is recognized in income in the period that includes the enactment date. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized. The Company manageceandsba no
valuation albwance against the deferred tax assets as management believes it is more likely than not that they will be realized.

EARNINGS PER



SHARE:

The Company reports net income per share in accordance with the SFAS No. 128, "Earnings per share". Dilutepezashang do not
include the effect of stock options as it has an-difiitive effect on EPS (See Note 16). In accordance with SFAS No. 128, basic and dilute
net income per common share was determined by dividing net income by the weighted averag@hcombmon shares outstanding during
the period.

STOCK BASED
COMPENSATION:

The Company applied Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees" and relatgdtiotes|m
accounting for its stock option plans. The following table illustrates the effect on net income had the Compadyttataitesalue based
model of accounting for stodkased employee compensation for all periods presented:

Fiscal Year Ended M arch 31,

2006 2005
Net income, as reported $ 449,638 $619,109
Deduct: Total stoclbased
employee compensation
expense determined under
fair value based method for
all awards, net of related
tax effects - -
Pro forma net income 449,638 619,109
Earnings per share:
Basic- as reported $0.08 $0.11
Basic- pro forma $0.08 $0.11
Diluted - as reported $0.08 $0.10
Diluted - pro forma $0.08 $0.10

On April 1, 2006 the Company adopted SFAS No. 1Z&Fhare Based Paymedtwhich requires all shafeased payments to employees,
including grants of employee stock options, to be recognized in the financial statements based on their fair value quisiterservice
period. Pro forma disclosure is no longer an alternative.

The Companés adoption of this statement did not have a material impact on the ConsolidateddFiGtatements since we adopted the fair
value recognition provisions of SFAS No. 123 effective September 28, 2002 using the modified prospective applicatiam tnatst
within the provisions of SFAS No. 148Accounting For StocilBased Compensatielransition and Disclosuge
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For fiscal year ended March 31, 2007, there was no stock option compensation expense. The pro forma expense caldhiated using
Black-Scholes option pricing model did not exceed the cumulative expense previously disclosed for fiscal years endedapcio3th RDO5.
This was also the case for the previously reported pro forma disclosures for fiscal years ended March 31, 2006 and 2005.

On June 12, 2006 320,000 restricted shares of stock were granted to employees under the 2005 Equity Incentiviei¢Hak hP®O0 shares
vested immediately and the remaining 168,750 shares will vest over a five year period.

Refer tofiNote 16- Benefit Plangto view dividends, volatility, riskree interest rate, and expected life for outstanding employee options.

SEGMENT



REPORTING:

The Company makes disclosures about products and services, geographic areas, and major customers in accordance witB1SFAS No.
"Disclosures about Segments of an Enterprise and Related Information.”

RECENTLY ISSUED ACCOUNTING
STANDARDS:

In June 2006, the FASB issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" (FIN 48), which bladiestinting

for uncerainty in income taxes recognized in an enterprise's financial statements in accordance with SFAS No. 109, "Accountingefor Inc
Taxes." FIN 48 establishes a recognition threshold and measurement attribute for the financial statement recognitiaremdmeés tax
position taken or expected to be taken in a tax return. This interpretation also provides guidance on derecogniticatjariagsiérest and
penalties, accounting in interim periods, disclosure and transition. FIN 48 is effectivec&dryiears beginning after December 15, 2006. The
Company is currently evaluating the impact the adoption of this interpretation will have on its consolidated financeitstatem

In June 2006, the Emerging Issues Task Force issued EFbF"@&countingfor Purchases of Life Insurane®etermining the Amount That
Could Be Realized in Accordance with FASB Technical Bulletin Ne4 88ccounting for Purchases of Life Insurance”. This EITF discusses
whether a policyholder should consider any additional artsoimcluded in the contractual terms of the insurance policy other than the cash
surrender value in determining the amount that could be realized under the insurance contract in accordance with TiefimigaBand
whether a policyholder should csider the contractual ability to surrender all of the individifalpolicies (or certificates in a group policy) at
the same time in determining the amount that could be realized under the insurance contract in accordance with TeetinigalBilhe

Task Force reached a tentative conclusion that EITE §téould be effective for fiscal years beginning after December 15, 2006. The
Company is currently evaluating the impact, if any, of EITFGh its consolidated financial statements.

In September @06, the FASB issued SFAS No. 157, "Fair Value Measurements."” This new standard provides guidance for using fair va
measure assets and liabilities. The FASB believes SFAS No. 157 also responds to investors' requests for expandedahfrmba&ndent

to which companies measure assets and liabilities at fair value, the information used to measure fair value, andftFarefédaeo
measurements on earnings. SFAS No. 157 applies whenever other standards require (or permit) assetsdpllabititeasured at fair value
but does not expand the use of fair value in any new circumstances. SFAS No. 157 will become effective for the Compamyaag bf

2008. The Company is continuing to evaluate the provisions of this standard anddadaiatof the potential impact at this time.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, The Fair Value Option for FisetsciaildAs
Financial Liabilities ("SFAS 159"), which provides companies with an optioeport selected financial assets and liabilities at fair value. Th
objective of SFAS 159 is to reduce both complexity in accounting for financial instruments and the volatility in earsiegj$ganeasuring
related assets and liabilities differentBFAS 159 establishes presentation and disclosure requirements designed to facilitate comparison:
between companies that choose different measurement attributes for similar types of assets and liabilities and to omaterstsily the

effect of the companyé choice to use fair value on its earnings. SFAS 159 also requires entities to display the fair value of the selected a
and liabilities on the face of the balance sheet. SFAS 159 does not eliminate disclosure requirements of other acadantisigrstbuding

fair value measurement disclosures in SFAS 157. This Statement is effective as of the beginning ofafirsnfisgal year beginning after
November 15, 2007. Early adoption is permitted as of the beginning of the previous fisgaby@ed that the entity makes that choice in the
first 120 days of that fiscal year and also elects to apply the provisions of Statement 157. Adoption of SFAS 159 dedtexesee a
material impact on the Compaisyresults of operations or finaatposition.

ACCOUNTS RECEIVABLE 7 ALLOWANCE FOR DOUBTFUL ACCOUNTS:
Our policies for determining whether a receivable is considered uncollectible are as follows.

Loans to representativesWe perform periodic credit evaluations and provide allowance based on our assessment of specifically identifie
unsecured receivables and other factors, including the representative's payment history. Once it is determined thptobalbethat bban
has been impaired and the amount of loss can reasonably be estimated, the portion of the loan balance estimated dblbe isramlle
classified and written off.

Advisory fees from our mutual fund€ffective October 18, 2005, the Company no kmngrovided advisory services to mutual funds. Prior
thereto, as disclosed in the respective mutual funds' prospectuses, the Company attempted to recoup waived
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advisory service fees within a thrgear period. If management believed that the likelihood of collecting that receivable within thgetiree
period was doubtful, the Company provided for an allowance. Determinatfeatier to write off such fees were made annually. By
agreement, the Company is entitled to payment of all uncollected waived advisory fees by the successor fund adviser.

Trade receivablesAs prescribed by the SEC, trade receivables usually sethianthree days. If a trade error results, the Company will
pursue remedies to collect on that trade error. The Company does not record a receivable resulting from a trade rititigiidnsor
whose outcome is otherwise not reasonably deterfginhbsuch a case, the Company applies any proceeds from settlements or insurance
against any trade losses incurred.

VALUATION OF SECURITIES AND OTHER
ASSETS:

Substantially all financial instruments are reflected in the consolidated financial statements at fair value or amapptetiraate fair value.
These include cash; cash equivalents; securities purchased under agreements to resell; depositagvithgelaemations; securities owned;
and securities sold but not yet purchased. In accordance with FAS 115, certain financial instruments are classifigohasl taaditable for
sale. The realized gains and losses are recorded in the income statahmepeiiod in which the transactions occurred. The related unrealize
gains and losses are reflected in other comprehensive income depending on the underlying purpose of the instrumenilabettecava
Company uses prices from independent sourcdsasitisted market prices, or broker or dealer price quotations. Fair values for certain
derivative contracts are derived from pricing models that consider current market and contractual prices for the udertyaig f
instruments or commodities, aslives time value and yield curve or volatility factors underlying the positions. In addition, even where the
value of a security is derived from an independent market price or broker or dealer quote, certain assumptions may b detpringine the
fair value. For instance, the Company generally assumes that the size of positions in securities that the Company holtdsenatdg no
enough to affect the quoted price of the securities if the Company were to sell them, and that any such sale wouidahagolerly manner.
However, these assumptions may be incorrect and the actual value realized upon disposition could be different fronh ¢thergimgeralue.

CAPITALIZED
SOFTWARE:

We capitalize certain software development costs that meétissea criteria for costs of computer systems developed or obtained for inter
use. No costs have been incurred to develop and market software externally. All software that has been purchaseduies masrbakn
capitalized and depreciated overfiyears.

All costs for hosting our website have been charged over the period of benefit. All costs incurred in the operatingedbega keapensed as
soon as we incur them unless these costs have enhanced our website. All website costs for enhandampgrages have been capitalized
during the application and development stage and amortized over a five year period.

NOTE 37 LOANS TO REGISTERED REPRESENTATIVES

ICC has granted loans to certain registered representatives with the stipulation thetshgill be forgiven if the representatives remain
licensed with the Company for an agreed upon period of time, generally one to five years, and/or meet specified perfaimasgery
forgiveness, the loans are charged to commission expense for diln@parting purposes. Loans charged to commission expense totaled
$66,865 for the fiscal year ended March 31, 2007. There was no charge to commission expense for years ended Marchd20@0)06 an

Other loans to registered representatives are not subjadoregiveness contingency. These loans, as well as loans that have failed the
foregiveness contingency, are repaid to the Company by deducting a portion of the repregigdativéssion payouts throughout the
commission cycle until the loans ardgaff.

Interest charged on these loans to representatives range from 3% to 8% annually.

The Company writes off any loans that are deemed uncollectible after performing periodic credit evaluations. There aveyevritida off
to commission expense for the fiscal years ended March 31, 2007, 2006, and 2005.

For further detail, please referfiNote 1- Accounts ReceivableAllowance for Doubtful Accounts
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Year Ended March 31,

2007 2006
Forgiveable Loans $ 331,023 $ 265,245
Other Loans 330,774 336,996
Total Loans $ 661,797 $ 602,241

NOTE 4 - NOTE
RECEIVABLE

On October 24, 2005, the Company entered into a definitive agreemenit (@msition Agreemed) with Dividend Growth Advisors, LLC
(ADGAO). Pursuant to the Transition Agreement, the Company agreed to terminate its Investment Advisory Agreement wwitholfaste
Advisors Funds Trust (th&rus) effective October 18, 2005 to permit the appointment by the Trust of DGA to supersede the Company
Trusis investment advisor. The Company had served since 1999 as Investment Advisor for the Fundss wbarisared by the Trust, and
DGA had provided investment advisory services to the Trust since 2004 pursuant to a subcontract with the Company. D@Gfoentered
advisory agreement directly with the Trust.

Under the terms of the Transition Agreement and an associated promissory note, the receivable owed by the Funds toythea€ompan
assigned to DGA and DGA agreed to pay the Company an amount equal to the total of all fees that the Company had witeedt@arem
fund in the Trust through October 18, 2005. In addition, DGA has agreed to pay the Company 10 basis points on theddsetseaais
Companys broker dealer ICC at the effective time of transition, October 18, 2005 subfetrio to markeiadjustments. These fees are to
be paid to the Company on a quarterly basis. Although these payments are part of the agreement between DGA and tharérnet, ihet
of the terms of the note and are deemed totally separate.

The note provides for a mgiple amount of $747,617, quarterly payments of interest accruing thereon at a 5.5% annual rate, and a full pe
on or before October 31, 2010. Prepayments are permitted without penalty.

NOTE 5- NET CAPITAL

The Company's wholly owned subsidiargQ, is subject to SEC regulations and operating guidelines that require ICC to maintain a speci
amount of net capital, as defined, and a ratio of aggregate indebtedness to net capital, as defined, not exceeding 15 to 1.

ICC's net capital as computeddan SEC Uniform Net Capital Rule (Rulel5tBwas $1,054,702 at March 31, 2007, which resulted in exces
net capital of $521,335 over the required net capital of $533,367. The ratio of aggregate indebtedness to capital a2@roe&l7.59 to

1.

ICC's net capital as computed under SEC Uniform Net Capital Rule (Rulel)¥e&s $957,424 at March 31, 2006, which resulted in excess
net capital of $534,402 over the required net capital of $423,022. The ratio of aggregate indebtedness to capitallat2@d@écivads 6.63 to

1.

NOTE 6 - SECURITIES OWNED AND SOLD, NOT YET PURCHASED

Securities owned and sold, not yet purchased, consist of avditaidale securities and investment securities at market values.

The carrying amount of investment securitiematket values are as follows:
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March 31, 2007

Sold, Not Yet
Owned Purchased
Corporate equity $ 257 -
Corporate bonds 91,774 -
Municipal bonds 61,940 -
Mortgage backed securities 48,691 -
Mutual funds - 711
Certificate of Deposit 3,868 -
$ 206,530 $711
March 31, 2006
Sold, Not Yet
Owned Purchased

Corporate equity $ 2,042 $ 50,432
Corporate bonds 15,024 -
Municipal bonds 7,768 -
Mortgage backed securities 45,481 -
Mutual funds 422 954
Certificate of Deposit 1,995 -
Treasury bonds 970 -
$ 73,702 $ 51,386

NOTE 7 -
INVESTMENTS

Securities not readily marketable include investment securities (a) for which there is no market on a securities exchargoendent
publicly quoted market, (b) that cannot be publicly offered or sold unless registration has been effected Sedarities Act of 1933, or (¢)
that cannot be offered or sold because of other arrangements, restrictions, or conditions applicable to the secthdi€oorgany. At
March 31, 2007 the Company recorded its private equity holdings at cost of $1¥h0@te comparative year 2006, the Company recorded
its private equity holdings at cost of $190,000. The Company, during the respective periods in accordance with Accouigtieg Boiard
No. 18 "The Equity Method of Accounting for Investments in Comi8tock™” (APB 18), did not exercise significant influence over these
equity investments.

The Company had investments in U.S Treasury Notes being held to maturity in accordance with SFAS#docadbting for Certain
Investments in Debt and Equity Sed@s0 These investments are presented at an amortized value as follows:

Purchase Date Purchase Price  Interest Rate /Maturity Date /Coupon Date Face Value Amortized Cost Interest Date
7/12/20

06 $ 242,745 US TREAS NOTES 3.000% 11/15/07 B/E DTD 11/15/02 N/C $ 250,000 $ 246,594 May 15, Nov 15
7/12/20

06 246,650 US TREAS NOTES 3.625% 04/30/07 B/E DTD 04/30/05 N/C 250,000 249,695 Apr 30, Oct 31
7/12/20

06 246,035 US TREAS NOTES 3.625% 06/30/07 B/E DTD 06/30/05 N/C 250,000 249,025 Jun 30, Dec 30
7/12/20

06 248,525 US TREAS NOTES 4.875% 04/30/08 B/E DTD 04/30/06 N/C 250,000 249,088 Apr 30, Oct 31
7/12/20

06 249,727 US TREAS NOTES 5.125% 06/30/08 B/E DTD 06/30/06 N/C 250,000 249,865 Jun 30, Dec 30

9/28/20 250,732 US TREAS NOTES 4.875% 08/31/08 B/E DTD 08/31/06 N/C 250,000 250,520 Feb 28, Aug 28



06
11/3/20
06 242,461 US TREAS NOTES 3.125% 10/15/08 B/E DTD 10/15/03 N/C 250,000 244,055 Apr 15, Oct 15
$1,726,875 Balance @ 3/31/07 $ 1,750,000 $1,738,842

On September 08, 2006, The Eastern Point Advisors Capital Appreciation Fund merged with The Eastern Point AdvisorsitRisithg Div
Fund to become The Rising Dividend Growth Fund. As of March 31, 2007 the Company held a 0.30% ownership interest ig The Risin
Dividend Growth Fund, which had a fair market value of $176,079.
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As of March 31, 2006, the Company held a 2.6% ownership interest in The Eastern Point Advisors Capital Appreciationdfrumal] atiair
market value of $94,767.

As of March 31, 2006, the Company held a 0.17% ownership interest in the Eastern PoiotsAligsg Dividend Fund, which had a fair
market value of $64,383.

NOTE 8 - FINANCIAL INSTRUMENTS WITH OFF -BALANCE SHEET RISK AND CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities whose antietepimarily include the general public. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. Securities sold, but not yet prephesad, obligations
of the Company to purchase the security in the staakthe prevailing prices to the extent that the Company does not already have the
securities in possession. Accordingly, these transactions resulthalafice sheet risk when the Company's satisfaction of the obligations
exceeds the amount recognidzedhe balance sheet. The risk of default depends on the creditworthiness of the counterparty of the issuer
instrument. It is the Company's policy to review, as necessary, the credit standings of each counterparty with whictsibosimdiss.
Commissiofds receivables from one source were 15.2% and 21.30% of total receivables for the years ended March 31, 2007 and 2006,
respectively.

At March 31, 2007, the carrying amount of the Company's cash and cash egsivaei$5,498,259. Of the bank statement balance, $100,0(
was covered by federal depository insurance and $4,813,724 was covered by the Depositors Insurance Fund of MassacbuisgiznyThe
cash and cash equivalents as of March 31, 2007 also incl@E9$73 at its clearing brokeealer of which $500,000 was fully insured by
the Securities Investor Protection Corporation (SIPC).

At March 31, 2006, the carrying amount of the Company's cash and cash equivalents was $7,718,682. Of the bank steteen&i100a000
was covered by federal depository insurance and $5,468,507 was covered by the Depositors Insurance Fund of MassacbuisgizsnyThe
cash and cash equivalents as of March 31, 2006 also include $2,886,093 at its clearirdelatekef vihich $500,000 was fully insured by
the Securities Investor Protection Corporation (SIPC).

NOTE 9 - TRANSACTIONS WITH RELATED
PARTIES

ICH has arrangements with several related parties pertaining to a variety of transactions. These transactionsdaire tileunmormal course of
business.

ICH was paid management fees of $2,376,742, $1,130,463 and $1,324,733 for the years ended March 31, 2007, 2006 arcdi\&€l@5 respe
from its subsidiaries ICC and EPA. During fiscal year ended March 31, 2005, 90&seffees, which are based on ICH direct operating
expenses, were allocated to ICC and 10% allocated to EPA. For the quarter ended March 31, 2006 and the fiscal yearheBitie2iORiarc
management modified these arrangements to assess 100% of thesé@€=mtview of the transition of ongoing operations of EPA.

At March 31, 2007, ICH was owed $1,403,431 by ICC and $33,899 by EPA focorgsany fund transfers and 100% allocation of the
income tax owed for the controlled group ICH as the parent fiteopierating subsidiaries EPA and ICC. At March 31, 2006, ICH was owed



$1,660,651 from ICC; however, ICH owed EPA $877,029 for the same items mentioned above, primarily from the use of ibevrefitsax
generated from the net operating losses of EPA.

The Company leases office space from the Arlsburg Trust, the trustee of whom is the principal stockholder of the Compaegt@nsd Inv
Realty, LLC, the principal member of whom is the principal stockholder of the Company. Rent expense for these leasestarfaudhi271,
$248,471 and $225,671 for the years ending March 31, 2007, 2006 and 2005, respectively.

Two former members of the Board of Directors were also registered representatives and received compensation relatesidaommis
consulting fees ithe fiscal year ended March 31, 2005 of $117,292.

Loans Receivable from Registered Representatives typically consist of promissory notes that bear interest at the gatesrr@a8gito 10%
per annum and are payable within 12 or 36 months of the d#ie abte in weekly installments. The notes are secured by various pledges ¢
brokerage accounts and/or personal assets of the registered representatives. As of March 31, 2007 and 2006 theseddanst&GibF97
and $602,241, respectively.

InvestorsMarketing Services, Inc. is jointly owned by the Company's principal stockholder and his spouse. This entity perfothmeatfulfi
function for subsidiaries of the Company by preparing, collating and mailing registration kits to registered represanihiiveates graphics
and other artwork for various marketing materials produced for these subsidiaries. It also provides assembly, shipiagead Igerature
pertaining to the subsidiaries. For the years ended March 31, 2007, 2006 and 2086phaldor these services was $65,816, $55,498 and
$33,723, respectively.

The Company typically engages in transactions with a related party, IMS Insurance AgendiMi®dnsurance), in connection with the
promotion and servicing of fixed insurana®gucts produced by the Compd@ayndependent representatives. Payments made by the Comp:
to IMS Insurance, when combined with payments received by the Company
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from IMS Insurance, totaled $4,942, $108,436 and $63,313 respectively, for the fiscal years ended March 31, 2007, 26 and 20

Accounts receivable at March 31, 2005 included an amount due to EPA from the Eastern Point Advisors Capital Appreciétien Fund
"Fund") of $102,483. As compensation for services that EPA performs on behalf of the Fund, EPA receives a monthly indei&argriee
calculated at the annual rate of 1.5% of the Fund's exercised daily net assets. EPA has voluntarily agreed to waorg feeadwis

reimburse other Fund expenses so that the Fund's annual operating expenses will not exceed 5.00% $tva@asand 5.75% for Class C
shares, of the average daily net assets of the respective class. The waiver may be terminated by EPA at any time eeR&dragdhrecoup
any expenses it pays for on behalf of the Fund; otherwise the receivableyreddtie current fiscal year in which it is deemed unrecoverable
is charged against earnings by EPA. On November 1, 2004, the Fund had modified the ceiling on its annual operatingarpe088s fo
2.5% on Class A shares and to 3.25% from 5.75% antaiss C shares.

In addition, The Eastern Point Advisors Rising Dividend Growth Fund ("ICRDX") owed EPA $158,029 as of March 31, 2005 for
reimbursement of expenses (not to exceed 1.65% for Class A shares and 2.75% for class C shares). Additionatlg, twtddf&EPA for
legal fees incurred on each of their behalf throughout the fiscal year March 31, 2005 in the amount of $97,538.

As disclosed in the Eastern Point Advisors Funds Trust prospectus, we have three years to recoup any payments thabwe rmayatalf
of the funds. During the fiscal years ended March 31, 2005 receivables resulting from such advances were determinetidctibéeunc
within the three year recovery period as follows: March 31, 2005 $46,336.

The $46,336 was written off at Mzh 31, 2005 as management concluded that this receivable was not going to be collected at the end of
recovery period ending September 30, 2005.There were no write offs of receivables pertaining to these funds durings festddgaedarch
31,2007 ad March 31,2006 as EPA sold the rights to manage and service these funds effective October 18,2005.

See "Note 2 Summary of Significant Accounting Policie®\ccount Receivable Allowance for Doubtful Accounts".
The Capital Appreciation Fund

2007 2006 2005 Reimbursable Fund
Amount Amount  Amount Year End Expiration Date




$- $- $- 2002 September 30,2005

- - 17,786 2003 September 30,2006

- - - 2004 September 30,2007

- - 84,697 2005 September 30,2008
$- $- $ 102,483

The Rising Dividend Growth Fund

2007 2006 2005 Reimbursable Fund
Amount Amount  Amount Year End Expiration Date
$- $- $ 38,057 2004 September 30,2007
- - 119,972 2005 September 30,2008
$- $- $ 158,029

The 2003 Reimbursable Fund Year End amount outstanding of $17,786 for The Capital Appreciation Fund consists of waiyddexifoso
which management has completely recovered in 2005.

The receivable amounts escalated to $237,239 from the Capital Agtjgmeé&und and $475,310 from The Rising Dividend Growth Fund,
during fiscal year ended March 31, 2006. The expiration date to collect the majority of the receivable from these fueptenaerss0,

2008; however, as is disclosed in Note 4, on OctobgP@d5, the Company sold all of its rights to manage the mutual funds described abo
for $747,617 and will no longer be receiving the advisory fees derived from the management of these funds.
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NOTE 10- PROPERTY AND EQUIPMENT, NET

Property and equipment consisted of the following at

March 31:
2007 2006

Equipment $1,272,197 $ 804,554
Furniture and fixtures 370,944 223,959
Leasehold improvements 617,979 362,482
Computer Software 230,299 179,229

2,491,419 1,570,224
Accumulated depreciation and amortization (1,094,626) (797,726)
Property, equipment,computer softwaet $ 1,396,793 $ 772,498

NOTE 11- NOTES
PAYABLE
At March 31, 2007 and 2006 notes payable consisted of debt to finance insurance premiums. These notes are refel
the
table below:
Maturity
March 31, Lender Premium Principal Interest Rate Date
First insurance Directors and $91,748 7.19% 08-Dec07



Funding, Corp.

First insurance

Funding, Corp.
2007

First insurance
2006 Funding, Corp.

For the comparative years ended March 31, 2007 and March 31, 2006 there was no long term debt outstanding.
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officers, Liability, Fidelity Bond
Errors & Omissions

Directors and
officers,Liability, Fidelity Bond

746,610 5.75%

$ 838,358

$94,573 6.95%

30-Sep07

8-Nov-06

INVESTORS CAPITAL HOLDINGS LTRO-K

Fiscal Year Ended March 31, 2007

NOTE 12 - INCOME TAXES

The provision (benefit) for income taxes
as follows for the years ended March 31

Current:
Federal
State

Deferred:
Federal
State

Increase in valuation allowance

Total Income Taxes

20

2007 06 2005
$ - $ 407,620 $ 335,333
1,543 112,551 103,531
1,543 520,171 438,864
(501,123) (75,525) (129,766)
(130,710) (23,318) (40,065)
(631,833) (98,843) (169,831)
$(630,290) $ 421,328 $ 269,033

Deferred income taxes are the result of timing differences between book and taxable income and consist primarily of deferred
compensation, legal accruals, unrealized gains, mutual fund start up costs and differences between depreciation dixjertads for
statement purposes versus tax return purposes.

Net deferred tax assets (liabilities) within each tax jurisdiction consisted of the following at:

Federal
State

Total

Federal
State

Total

The following is a summary of the significant components of the Company's deferred tax assets and liabilities:

March 31, 2007

Asset Liability Net
$759,605 $(63,793) $695,812
213,011 (19,695) 193,316
972,616 (83,488) 889,128

March 31, 2006

Asset Liability Net
254,782 (65,048) 189,734
78,663 (20,083) 58,580
$333,445 $(85,131) $248,314







