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CALCULATION OF REGISTRATION FEE
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Securities to be Registered(1)(2) Offering Price Aggregate Offering Price Resistration Fee
Registered g per Share (3) 3 g
Common stock, par ) 15 400 $0.30 $7,200,000 $982.08
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Pursuant to Rule 416 under the Securities Act of 1933, this registration statement also covers an indeterminate
number of additional shares of common stock, par value $0.02 per share (“National common stock”), of National
Holdings Corporation (“National”’) as may be issuable as a result of stock splits, stock dividends or similar
transactions.

Represents the maximum number of shares of National common stock issuable to holders of common stock, par
value $0.01 per share of Gilman Ciocia, Inc. (“Gilman”), in the merger of National Acquisition Corp., a
wholly-owned subsidiary of National, with and into Gilman, with Gilman surviving as an indirect wholly-owned
subsidiary of National.

Pursuant to Rule 457(c) under the Securities Act, and solely for the purpose of calculating the registration fee, the
proposed offering price per share is equal to $0.30, the average of the bid and asked prices per share of National
common stock, as reported on the OTC Bulletin Board on July 5, 2013, within five (5) business days prior to the
filing of this registration statement.
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3)

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or until this
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registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this preliminary proxy statement/prospectus is not complete and may be changed. These
securities may not be issued or sold nor may proxies be solicited until the registration statement filed with the
Securities and Exchange Commission is effective. This preliminary proxy statement/prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer
or sale is not permitted.

SUBJECT TO COMPLETION, DATED JULY 12, 2013

On June 20, 2013, National Holdings Corporation, a Delaware corporation (“National”’) and Gilman Ciocia, Inc., a
Delaware corporation (“Gilman”) entered into an Agreement and Plan of Merger (the “merger agreement”) by and among
National, Gilman and National Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of National
(the “Merger Sub”). In the proposed merger, Merger Sub will be merged with and into Gilman, so that Gilman will
become a wholly-owned subsidiary of National. If the merger is completed:

National stockholders will continue to own their existing shares of National common stock, par value $0.02 per share
(“National common stock™);

all of the outstanding shares of Gilman common stock, par value $0.01 per share, outstanding as of the effective time
of the merger (the “effective time”’) will be exchanged for a total of up to 24,000,000 shares of National common stock,
par value $0.02 per share, (subject to rounding for fractional shares) which equates to an exchange ratio of
0.248843451 shares of National common stock for each share of Gilman common stock, subject to adjustment as
further described in the proxy statement/prospectus;

National shall issue five-year options to purchase 1,750,000 shares of National common stock to certain employees
and independent contractors of Gilman at an exercise price of $0.50 per share;

National will pay off up to $5,400,000 of outstanding indebtedness of Gilman which shall exclude any capital leases,
leasehold improvements, insurance premium financing and financing of the AT&T equipment lease of Gilman or its
subsidiaries; and

the board of directors of National will be increased from nine members to 11 members and two persons nominated
by the board of directors of Gilman and reasonably acceptable to National will be elected as Class I members of the
board of directors of National and National will nominate such persons for election at the next election of Class I
directors of National.
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If the merger agreement is completed, Gilman will survive the merger as a wholly-owned subsidiary of National and
will still be named Gilman Ciocia, Inc. after the merger and all Gilman stockholders (except those who properly
exercise dissenters’ rights under Delaware law) will become stockholders of National.

National’s common stock is quoted on the OTC Bulletin Board under the symbol “NHLD.” On July 11, 2013, the
closing, high and low price for National common stock reported was $0.30 per share, $0.30 and $0.30, respectively.
On July 11, 2013, National had 89,016,988 shares of common stock outstanding.

Gilman’s common stock is quoted on the OTC Bulletin Board under the symbol “GTAX.” On July 11, 2013, the closing,
high and low price for Gilman common stock reported was $0.06, $0.06 and $0.06, respectively. On July 11, 2013,
Gilman had 96,446,179 shares of common stock outstanding.

The accompanying document is a proxy statement of Gilman and a prospectus of National, and provides you with
information about National, Gilman the proposed merger and the special meeting of Gilman stockholders. Gilman
encourages you to read the entire proxy statement/prospectus carefully.
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You may also obtain more information about National and Gilman from documents National and Gilman have filed
with the Securities and Exchange Commission.

For a discussion of risk factors you should consider in evaluating the merger agreement you are being asked to
adopt, see “Risk Factors’ beginning on page 19 of the accompanying proxy statement/prospectus.

The merger cannot be completed unless Gilman stockholders approve the merger agreement and Gilman has
scheduled a special meeting for its stockholders to vote on the merger agreement. The special meeting will be held
on , 2013, at a.m. (local time) at the offices of Sichenzia Ross Friedman Ference LLP, 61
Broadway, 32" Floor, New York, NY 10006.

At the Gilman special meeting, you will be asked to consider and vote on the following matters:

a proposal to adopt the merger agreement and the transactions contemplated thereby. The merger is more fully
described in the accompanying proxy statement/prospectus and the merger agreement is attached as Annex A to the
accompanying proxy statement/prospectus;

a proposal to approve, on a nonbinding advisory basis, the “golden parachute” compensation payable to one of Gilman’s
executive officers in connection with the merger as described in the accompanying proxy statement; and

a proposal to approve one or more adjournments of the special meeting, if necessary or appropriate, to solicit
additional proxies to approve the proposal to adopt the merger agreement.

Stockholders will also act on any other business that may properly come before the meeting.

After careful consideration, the Gilman board of directors has approved the merger agreement and declared it

to be advisable, fair to and in the best interests of Gilman and its stockholders. The Gilman board of directors
recommends that all stockholders vote “FOR” approval of the proposal to adopt the merger agreement, “FOR”
approval of the nonbinding advisory proposal regarding “golden parachute compensation” and “FOR” approval of
the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies.

You should be aware that certain stockholders and officers and directors of Gilman have entered into a voting and
support agreement with National, Merger Sub and Gilman, under which they agreed, among other things, to vote
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certain shares of Gilman common stock as to which they have the right to vote (58,439,849 shares, or 60.3% of the
outstanding shares of Gilman common stock on the record date) in favor of the adoption of the merger agreement and
approval of the merger and the other transactions contemplated by the merger agreement, subject to their right to
approve a superior proposal. Accordingly, the approval of the merger agreement by the Gilman stockholders is
assured. However, a closing condition in the merger agreement (which can be waived by National), is that holders
owning no more than 5%, in the aggregate, of the outstanding Gilman common stock shall have perfected and not
withdrawn a demand for dissenters’ rights pursuant to Delaware law.

Whether or not you plan to attend a special meeting, please take the time to vote by completing and mailing the
enclosed proxy card in the enclosed envelope. YOUR VOTE IS VERY IMPORTANT.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THE NATIONAL COMMON
STOCK TO BE ISSUED IN THE MERGER OR DETERMINED IF THIS PROXY
STATEMENT/PROSPECTUS IS ACCURATE OR ADEQUATE. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

The accompanying proxy statement/prospectus is dated , 2013 and was first mailed to Gilman stockholders
on or about , 2013.
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ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates business and financial information about National and Gilman that is

not included in or delivered with this document. You can obtain the documents incorporated by reference into this
proxy statement/prospectus through the website of the United States Securities and Exchange Commission (which we
refer to in this Proxy Statement as the “SEC”), www.sec.gov, or by requesting them in writing or by telephone from the
appropriate company at the following addresses and telephone numbers:

Gilman Ciocia, Inc.
National Holding Corporation
1200 North Federal Highway, Suite 400 11 Raymond Avenue

Boca Raton, FL 33432 Poughkeepsie, New York 12603
Attention: Secretary

Attention: Ted Finkelstein, Secretary
Telephone: (561) 981-1007

Telephone: (845) 485-5278

If you would like to request documents, please do so by , 2013, in order to receive them before Gilman’s special
meeting.

Stockholders may also consult National’s or Gilman’s websites for more information concerning the merger described
in this proxy statement/prospectus and each of the parties thereto. National’s website is www.nhldcorp.com and
Gilman’s website is www.gtax.com. Information included on these websites is not incorporated by reference into this
proxy statement/prospectus.

10
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GILMAN CIOCIA, INC.
Corporate Headquarters

11 Raymond Avenue Poughkeepsie, NY 12603

845.485.5278 tel 845.622.3638 fax

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON , 2013

To the Stockholders of Gilman Ciocia, Inc.:

You are cordially invited to attend a special meeting of the stockholders of Gilman Ciocia, Inc. a Delaware
corporation (“Gilman”), to be held on , 2013 at a.m. local time, at the offices of Sichenzia Ross
Friedman Ference LLP, 61 Broadway, 32" Floor, New York, NY 10006. .

On June 20, 2013, Gilman entered into an agreement and plan of merger (as it may be amended from time to time, the
“merger agreement”) with National Holdings Corporation, a Delaware corporation (“National”), and National Acquisition
Corp., a Delaware corporation and a wholly-owned subsidiary of National (“Merger Sub”), providing for the merger (the
“merger”) of Merger Sub with and into Gilman. Following the merger, Gilman will be a wholly-owned subsidiary of
National.

At the Gilman special meeting, you will be asked to consider and vote on the following matters:

a proposal to adopt the merger agreement and the transactions contemplated thereby. The merger is more fully
described in the accompanying proxy statement/prospectus and the merger agreement is attached as Annex A to the
accompanying proxy statement/prospectus;

a proposal to approve, on a nonbinding advisory basis, the “golden parachute” compensation payable to one of Gilman’s
executive officers in connection with the merger as described in the accompanying proxy statement; and

11
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a proposal to approve one or more adjournments of the special meeting, if necessary or appropriate, to solicit
additional proxies to approve the proposal to adopt the merger agreement.

Stockholders will also act on any other business that may properly come before the meeting.

Holders of record of Gilman common stock at the close of business on , 2013, the record date for the
Gilman special meeting, are entitled to notice of and to vote as a single class on the merger proposal at the meeting or
at any adjournment or postponement thereof. Completion of the merger requires approval of Gilman’s common
stockholders.

After careful consideration, the Gilman board of directors has approved the merger agreement and declared it

to be advisable, fair to and in the best interests of Gilman and its stockholders. The Gilman board of directors
recommends that all stockholders vote “FOR” approval of the proposal to adopt the merger agreement, “FOR”
approval of the nonbinding advisory proposal regarding “golden parachute compensation” and “FOR” approval of
the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies.

Your vote is very important. Whether or not you plan to attend the special meeting, please complete, date, sign and
return, as promptly as possible, the enclosed proxy card in the accompanying prepaid reply envelope. Gilman cannot
complete the merger unless the holders of a majority of the outstanding shares of Gilman common stock entitled to
vote at the special meeting vote to approve the proposal to adopt the merger agreement. If your shares of Gilman
common stock are beneficially owned and held in nominee or “street name” by your bank, brokerage firm or other
nominee, your bank, brokerage firm or other nominee will be unable to vote your shares of Gilman common stock
without direction from you. You should direct your bank, brokerage firm or other nominee to vote your shares of
Gilman common stock in accordance with the directions provided by your bank, brokerage firm or other nominee.

12
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You should be aware that certain stockholders and officers and directors of Gilman have entered into a voting and
support agreement with National, Merger Sub and Gilman, under which they agreed, among other things, to vote
certain shares of Gilman common stock as to which they have the right to vote (58,439,849 shares, or 60.3% of the
outstanding shares of Gilman common stock on the record date) in favor of the adoption of the merger agreement and
approval of the merger and the other transactions contemplated by the merger agreement, subject to their right to
approve a superior proposal. Accordingly, the approval of the merger agreement by the Gilman stockholders is
assured. However, a closing condition in the merger agreement (which can be waived by National), is that holders
owning no more than 5%, in the aggregate, of the outstanding Gilman common stock shall have perfected and not
withdrawn a demand for dissenters’ rights pursuant to Delaware law.

Please do not send any Gilman stock certificates at this time. If the merger is completed, forms to be used to exchange
your Gilman stock certificates for National stock certificates will be mailed to you.

The accompanying proxy statement/prospectus provides you with detailed information about the Gilman special
meeting, the merger agreement and the merger. A copy of the merger agreement is attached as Annex A to the
accompanying proxy statement/prospectus. Gilman encourages you to carefully read the entire proxy
statement/prospectus and its annexes, including the merger agreement.

By Order of the Board of Directors,

James Ciocia, Chairman of the Board
Poughkeepsie, New York

, 2013

13
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FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). Forward-looking statements often, although not always, include words or phrases like
“will likely result,” “expect,” “will continue,” “anticipate,” “estimate,” “intend,” “plan,” “project,” “outlook,” or similar expres
Forward-looking statements are based upon certain underlying assumptions, including any assumptions mentioned
with the specific statements, as of the date such statements were made. Such assumptions are in turn based upon
internal estimates and analyses of market conditions and trends, management plans and strategies, economic
conditions and other factors. Forward-looking statements and the assumptions underlying them are necessarily subject
to risks and uncertainties inherent in projecting future conditions and results. Factors that could cause actual results to
differ materially from these forward-looking statements include, but are not limited to, those set forth under “Risk
Factors” beginning on page 19 of this proxy statement/prospectus. The forward-looking statements contained in this
proxy statement/prospectus include statements about the following:

LT3 EEINT3 LT LN LT

the occurrence of any event, change or other circumstances that could give rise to the termination of the merger
agreement, including a termination under circumstances that could require Gilman or National to pay a termination
fee;

the ability to integrate National's and Gilman’s businesses and operations;

the combined company’s success in integrating the management teams and employees and consultants of National
and Gilman;

the inability to complete the merger due to the failure to obtain stockholder approval or the failure to obtain FINRA
approval or satisfy other conditions to completion of the merger;

the combined company’s ability to successfully manage relationships with customers and other important
relationships;

the outcome of any legal proceedings, regulatory proceedings or enforcement matters that may be instituted against
National or Gilman relating to the merger agreement;

the ability to retain key employees and consultants;

management’s ability to focus on other ongoing business concerns given the additional work as a result of the merger;

14
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the merger agreement’s contractual restrictions on the conduct of National's and Gilman’s business prior to the
completion of the merger;

the amount of the costs, fees, expenses and charges related to the merger; and

the compatibility of business cultures.

National and Gilman caution you not to place undue reliance on the forward-looking statements, which speak only as
of the date of this proxy statement/prospectus. Except as may be required by law, neither National nor Gilman has any
obligation to update or alter these forward-looking statements, whether as a result of new information, future events or
otherwise.

15
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QUESTIONS AND ANSWERS ABOUT THE PROPOSED MERGER

The following questions and answers are intended to address briefly some commonly asked questions regarding the
merger, the merger agreement and the Gilman special meeting. These questions and answers may not address all
questions that may be important to you as a stockholder. Please refer to the “Summary” and the more detailed
information contained elsewhere in this proxy statement/prospectus, the annexes to this proxy statement/prospectus
and the documents referred to in or incorporated by reference in this proxy statement/prospectus, which you should
read carefully and in their entirety.

Q1. What is the merger?

National, National Acquisition Corp, a wholly-owned subsidiary of National which we refer to as the Merger Sub,
and Gilman have entered into a merger agreement, pursuant to which Merger Sub will merge with and into
"Gilman, with Gilman continuing as the surviving corporation, in a transaction which is referred to as the merger.
A copy of the merger agreement is attached as Annex A to this proxy statement/prospectus.

Q2. Why are National and Gilman proposing to merge?

National and Gilman believe the merger is in the best interests of both companies and their respective
shareholders. National and Gilman believe that the merger will bring together two complementary institutions to
“create a strategically, operationally and financially strong company that is positioned for further growth. You
should review the background of and reasons for the merger described in greater detail beginning on page .

03. Why have I received this proxy statement/prospectus?

Gilman is sending these materials to its stockholders to help them decide how to vote their shares of common
stock with respect to the merger and other matters to be considered at the special meeting.

3. . . . .
The merger cannot be completed unless Gilman stockholders adopt the merger agreement. Gilman is holding a
special meeting of its stockholders to vote on the proposals necessary to complete the merger. Information about
this special meeting is contained in this proxy statement/prospectus.

This document is being delivered to you as both a proxy statement of Gilman and a prospectus of National. It is a
proxy statement because the Gilman board of directors is soliciting proxies from its stockholders to vote on the
adoption of the merger agreement at a special meeting of Gilman stockholders as well as the other matters set forth in
the notice of the meeting and described in this proxy statement/prospectus, and your proxy will be used at the special
meeting or at any adjournment or postponement of the special meeting. It is a prospectus because National will issue
National common stock to Gilman stockholders in the merger. On or about , 2013, Gilman intends to
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begin to deliver to its stockholders of record as of the close of business on , 2013, printed versions of
these materials.

Q4. What am I being asked to vote on at the special meeting?

You are being asked to consider and vote on a proposal to adopt the merger agreement, which provides, among

other things, for the acquisition of Gilman by National. You are also being asked to consider and vote, on an

advisory basis, on a proposal to approve the “golden parachute” compensation that will be payable to one of Gilman’s
‘named executive officers in connection with the merger as reported in the Golden Parachute Compensation table

on page 78 and to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies if there are

insufficient votes at the time of the special meeting to approve the proposal to adopt the merger agreement.
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IF GILMAN STOCKHOLDERS FAIL TO ADOPT THE MERGER AGREEMENT, THE MERGER
CANNOT BE COMPLETED.

05. How does the Gilman board of directors recommend that I vote?

The Gilman board of directors recommends that you vote “FOR” approval of the proposal to adopt the merger
agreement, “FOR” approval of the nonbinding advisory proposal regarding “golden parachute compensation” and
“FOR” approval of the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional
proxies.

AS.

Q6. What will Gilman common stockholders receive for their Gilman shares?

All of the outstanding shares of Gilman common stock, par value $0.01 per share, outstanding as of the effective
time of the merger (the “effective time”) will be exchanged for a total of up to 24,000,000 shares (subject to
rounding for fractional shares) of National common stock which equates to an exchange ratio of 0.248843451
shares of National common stock for each share of Gilman common stock. Pursuant to the terms of the merger
agreement, immediately prior to closing of the merger, the outstanding indebtedness of Gilman may not exceed
$5,400,000, which shall exclude any capital leases, leasehold improvements, insurance premium financing and

AG6.financing of the AT&T equipment lease of Gilman or its subsidiaries, and any amounts in excess of $5,000,000
and up to $5,400,000 (the “Difference”) shall cause a reduction in the number of shares of National common stock
issued under the merger agreement, such reduction in share amount equal to the quotient of the Difference and
$0.30 (subject to equitable adjustment for any stock split, dividend recapitalization and the like). By way of
example, if Gilman’s outstanding indebtedness were $5,400,000 immediately prior to closing, this would have the
effect of reducing the exchange ratio to approximately 0.2350188466 of a share of National common stock per
share of Gilman common stock.

Q7. Will National stockholders receive any shares as a result of the merger?

A7.No. National stockholders will continue to hold the same shares of National common stock they currently own.

08. When and where is the Gilman special meeting?

The special meeting will be held on , 2013 at a.m. local time, at the offices of Sichenzia Ross
"Friedman Ference LLP, 61 Broadway, 32" Floor, New York, NY 10006.

09. Are there risks associated with the merger that I should consider in deciding how to vote?
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Yes. There are a number of risks related to the merger and the other transactions contemplated by the merger
A9.agreement that are discussed in this proxy statement/prospectus. Please read with particular care the detailed
description of the risks described in “Risk Factors” beginning on page 19 of this proxy statement/prospectus.

Q10. What are the tax consequences to Gilman stockholders of the merger?

The exchange of shares of Gilman common stock for National common stock in the merger is intended to be a

tax-free reorganization under the U.S. Internal Revenue Code of 1986, or the “Code”. Please carefully review the

information under “The Merger—Material United States Federal Income Tax Consequences of the Merger” beginning

0,00 page 79 for a description of the material U.S. federal income tax consequences of the merger. The tax

“consequences to you will depend on your own situation (including whether or not you excercise appraisal rights).

We urge you to consult your tax advisors as to the specific tax consequences to you of the merger, including the

applicability and effect of federal, state, and local income and other tax laws in light of your particular

circumstances.
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Q11. What will the name of each company be after the merger?

The name of National and Gilman will remain unchanged after the merger, with Gilman becoming a

Al 1’Wholly—owned subsidiary of National.

Q12. What vote is required for Gilman stockholders to approve the proposal to adopt the merger agreement?

Approval of the proposal to adopt the merger agreement requires the affirmative vote of the holders of a

Al2. majority of the outstanding shares of Gilman common stock entitled to vote the proposal.

You should be aware that certain stockholders and officers and directors of Gilman have entered into a voting and
support agreement with National, Merger Sub and Gilman, under which they agreed, among other things, to vote
certain shares of Gilman common stock as to which they have the right to vote (58,439,849 shares, or 60.3% of the
outstanding shares of Gilman common stock on the record date) in favor of the adoption of the merger agreement and
approval of the merger and the other transactions contemplated by the merger agreement, subject to their right to
approve a superior proposal. Accordingly, the approval of the merger agreement by the Gilman stockholders is
assured. However, a closing condition of the merger (which can be waived by National) is that holders owning no
more than 5%, in the aggregate, of the outstanding Gilman common stock shall have perfected and not withdrawn a
demand for dissenters’ rights pursuant to Delaware law.

Because the affirmative vote required to approve the proposal to adopt the merger agreement is based upon the total
number of outstanding shares of Gilman common stock, if you fail to submit a proxy or to vote in person at the
Gilman special meeting, or if you vote “ABSTAIN”, or if you are not a stockholder of record and do not provide your
bank, brokerage firm or other nominee with voting instructions, it will have the same effect as a vote “AGAINST” the
proposal to adopt the merger agreement.

What vote is required for Gilman stockholders to approve the nonbinding advisory proposal regarding
““golden parachute” compensation?

013

Approval of the proposal to approve on a nonbinding advisory basis, the “golden parachute” compensation payable
to one of Gilman’s executive officers in connection with the merger as described in this proxy

A13. statement/prospectus, requires the affirmative vote of a majority of the votes cast by the holders of shares of
Gilman common stock present, in person or by proxy, at the special meeting and entitled to vote at the special
meeting.

The vote to approve the nonbinding advisory proposal regarding “golden parachute” compensation is a vote separate and
apart from the vote to approve the merger agreement. You may vote for this proposal and against the merger
agreement, or vice versa. Because the vote on this proposal is advisory only, it will not be binding on Gilman or
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National.

As in the case for the proposal to adopt the merger agreement, as a result of the voting and support agreements entered
into by certain stockholders and officers and directors of Gilman, approval of the proposal to approve on a nonbinding
advisory basis, the “golden parachute” compensation payable to one of Gilman’s executive officers in connection with
the merger as described in this proxy statement/prospectus is assured by Gilman stockholders.

If you fail to submit a proxy or to vote in person at the special meeting, or if you are not a stockholder of record and
do not provide your bank, brokerage firm or other nominee with voting instructions, your shares of Gilman common
stock will not be voted on these proposals. A failure to vote or an abstention will have no effect on the proposal
regarding the “golden parachute” compensation, because the vote is advisory only and nonbinding on Gilman.

014 What vote is required for Gilman stockholders to approve the proposal to adjourn the special meeting, if
“necessary or appropriate?

Approval of the proposal to adjourn the special meeting, if necessary or appropriate, for the purpose of soliciting
Al4.additional proxies, requires the affirmative vote of a majority of the votes cast by the holders of shares of Gilman
common stock present, in person or by proxy, at the special meeting and entitled to vote at the special meeting.
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As in the case for the proposal to adopt the merger agreement, as a result of the voting and support agreements entered
into by certain stockholders and officers and directors of Gilman, approval of the proposal to adjourn the special
meeting, if necessary or appropriate, is assured by Gilman stockholders.

If you fail to submit a proxy or to vote in person at the special meeting, or if you are not a stockholder of record and
do not provide your bank, brokerage firm or other nominee with voting instructions, your shares of Gilman common
stock will not be voted on these proposals. A failure to vote will have no effect on the adjournment proposal, but an

abstention will have the same effect as a vote “AGAINST” this proposal.

Q15. Who can vote at the special meeting?

All holders of Gilman common stock of record as of the close of business on , 2013, the record date for the
special meeting, are entitled to receive notice of, and to vote at, the special meeting. Each holder Gilman

“common stock is entitled to cast one vote on each matter properly brought before the special meeting for each
share of Gilman common stock that such holder owned as of the record date.

Q16. What constitutes a quorum for the special meeting?

A quorum is necessary for stockholders to vote on the proposal to adopt the merger agreement, the nonbinding
advisory proposal regarding “golden parachute compensation” and the proposal to adjourn the special meeting to
solicit additional proxies. The presence at the special meeting, in person or by proxy, of the holders of a majority

“of the shares of Gilman common stock outstanding at the close of business on the record date and entitled to vote
constitutes a quorum for the purposes of the special meeting. Abstentions and broker non-votes will be counted
as present for the purpose of determining whether a quorum is present.

Al6

As a result of the voting and support agreements entered into by certain stockholders and officers and directors of
Gilman, a quorum is assured by the Gilman stockholders.

Q17.How do I vote?

If you are a stockholder of record, you may vote your shares of Gilman common stock on matters presented at the
“special meeting in any of the following ways.

in person—you may attend the special meeting and cast your vote there;
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by proxy—stockholders of record may submit a proxy to have their shares of Gilman common stock represented and
voted at the special meeting by signing, dating and returning the enclosed proxy card in the accompanying prepaid
reply envelope.

If you hold your shares of Gilman common stock in nominee or “street name,” please refer to the instructions provided
by your bank, brokerage firm or other nominee to see the choices available to you. Please note that if you are a
beneficial owner of shares of Gilman common stock held in nominee or “street name” and wish to vote in person at the
special meeting, you must provide a legal proxy from your bank, brokerage firm or other nominee at the special
meeting.

Q18. What is a proxy?

A proxy is your legal designation of another person, referred to as a “proxy,” to vote your shares of Gilman
common stock. The written document describing the matters to be considered and voted on at the special meeting
is called a “proxy statement.” The document used to designate a proxy to vote your shares of Gilman common

AI8. stock is called a “proxy card.” Gilman’s board of directors has designated Ted Finkelstein, Vice President, Secretary
and General Counsel and Maureen Abbate, Chief Accounting Officer, and each of them singly, with full power
of substitution, as proxies for the special meeting.

4
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Q19. What is the difference between holding shares as a stockholder of record and in nominee or “street name”?

If your shares of Gilman common stock are registered directly in your name with Gilman’s transfer agent,
Corporate Stock Transfer, you are considered, with respect to those shares of Gilman common stock, as the
“stockholder of record.” This proxy statement/prospectus and your proxy card have been sent directly to you by
Gilman.

Al9.

If your shares of Gilman common stock are held through a bank, brokerage firm or other nominee, you are considered
the beneficial owner of shares of Gilman common stock held in nominee or “street name.” In that case, this proxy
statement/prospectus has been forwarded to you by your bank, brokerage firm or other nominee who is considered,

with respect to those shares of Gilman common stock, the stockholder of record. As the beneficial owner of shares of
Gilman common stock held in nominee or “street name,” you have the right to direct your bank, brokerage firm or other
nominee how to vote your shares of Gilman common stock by following their instructions for voting.

If my shares of Gilman common stock are held in nominee or “street name” by my bank, brokerage firm or
020. other nominee, will my bank, brokerage firm or other nominee vote my shares of Gilman common stock for
me?

Your bank, brokerage firm or other nominee will only be permitted to vote your shares of Gilman common stock

if you instruct it how to vote. You should follow the instructions provided by your bank, brokerage firm or other

nominee regarding the voting of your shares of Gilman common stock. If you do not instruct your bank,

brokerage firm or other nominee to vote your shares of Gilman common stock, your shares of Gilman common
“stock will not be voted and the effect will be the same as a vote “AGAINST” the proposal to adopt the merger

agreement. Your unvoted shares of Gilman common stock will not have an effect on approval of the advisory

proposal regarding “golden parachute” compensation or the proposal to adjourn the special meeting, if necessary or

appropriate, to solicit additional proxies.

021.Can I change my vote after I have delivered my proxy?

Yes. You can change your vote at any time before your proxy is voted at the special meeting. You can do this in
“one of three ways:

First, you can revoke your proxy by giving written notice of revocation.

Second, you can submit a new proxy bearing a later date.
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If you choose either of these two methods, you must submit your notice of revocation or your new proxy to the
secretary of Gilman, before the special meeting. If your shares of Gilman common stock are held through a bank,
brokerage firm or other nominee, please contact your bank, brokerage firm or other nominee as to its procedures for
the revocation of your instructions and/or the giving of new instructions on how to vote the shares held by it on your
behalf.

Third, if you are a holder of record, you can attend the special meeting and vote in person. Simply attending the
special meeting, however, will not revoke your proxy. Please note that if your shares are held through a bank,
brokerage firm or other nominee, and you wish to vote in person at the special meeting, you must bring to the meeting
a letter from the bank, brokerage firm or other nominee confirming your beneficial ownership of the shares to be
voted.

022.If a Gilman stockholder gives a proxy, how will its shares of Gilman common stock be voted?

The individuals named on the enclosed proxy card, as your proxies, will vote your shares of Gilman common
stock in the way that you indicate. If you properly sign your proxy card but do not mark the boxes showing how
your shares of Gilman common stock should be voted on a matter, the shares represented by your properly signed

"proxy will be voted “FOR” the proposal to adopt the merger agreement, “FOR” the approval of the nonbinding
advisory proposal regarding “golden parachute” compensation and “FOR” the proposal to adjourn the special
meeting, if necessary or appropriate, to solicit additional proxies.
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023.How are votes counted?

With respect to the proposal to adopt the merger agreement, you may vote “FOR”, “AGAINST” or “ABSTAIN".
A23.Broker non-votes and votes to “ABSTAIN” will have the same effect as votes “AGAINST” the proposal to adopt the
merger agreement.

With respect to the nonbinding advisory proposal regarding “golden parachute” compensation and the proposal to

adjourn the special meeting, if necessary, to solicit additional proxies, you may vote “FOR”, “AGAINST” or “ABSTAIN".
Broker non-votes will have no effect on this proposal. An abstention will have the same effect as a vote “AGAINST”

the adjournment proposal, but will have no effect on the proposal regarding the “golden parachute” compensation,

because the vote is advisory only and nonbinding on Gilman.

024. What are broker non-votes?

If your shares of Gilman common stock are held in “street name,” you have the right to direct your bank, brokerage
firm or other nominee how to vote your shares by following their instructions for voting. Banks, brokerage firms

or other nominees who hold shares in nominee or “street name” for their customers only have the authority to vote
on “routine” proposals when they have not received instructions from beneficial owners, and are precluded from
exercising their voting discretion with respect to approving non-routine matters, such as the proposal to adopt the
‘merger agreement, the proposal to approve the nonbinding advisory proposal regarding “golden parachute”
compensation, and the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional
proxies. As a result, absent specific instructions from the beneficial owner of such shares of Gilman common
stock, banks, brokerage firms or other nominees are not empowered to vote those shares of Gilman common

stock on non-routine matters.

025. What do I do if I receive more than one proxy or set of voting instructions?

If you hold shares of Gilman common stock in more than one account, you may receive more than one proxy or
set of voting instructions relating to the special meeting. These should each be voted or returned separately in
“accordance with the instructions provided in this proxy statement in order to ensure that all of your shares of
Gilman common stock are voted.

026. What happens if I sell my shares of Gilman common stock before the special meeting?

A26. The record date for stockholders entitled to vote at the special meeting is earlier than both the date of the special
meeting and the consummation of the merger. If you transfer your shares of Gilman common stock after the
record date but before the special meeting, unless special arrangements (such as provision of a proxy) are made
between you and the person to whom you transfer your shares and each of you notifies Gilman in writing of these
special arrangements, you will retain your right to vote such shares at the special meeting, although, unless
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otherwise agreed, you have transferred the right to receive the merger consideration to the person to whom you
transfer your shares.

027.How can I exchange my shares of Gilman?

Computershare Trust Company will act as exchange agent and will forward detailed instructions to you regarding
A27.the surrender of your share certificates, together with a letter of transmittal, promptly after the merger is
completed. You should not submit your certificates to Computershare Trust Company.
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028. Should Gilman stockholders send in their stock certificates now?

No. After Gilman complete the merger, National or its exchange agent, Computershare Trust Company, will send

A28. .. . . . N .
Gilman stockholders written instructions to exchange their Gilman common stock for National common stock.

029. What do I need to do now?

After carefully reading and considering the information contained in this proxy statement/ prospectus, please
respond by completing, signing and dating your proxy card or voting instructions and returning it in the enclosed
postage paid envelope. In order to assure that Gilman obtains your vote, please deliver your proxy as instructed
“even if you plan to attend the meeting in person. If you hold shares registered in the name of a broker, bank or
other nominee, that broker, bank or other nominee has enclosed, or will provide, instructions for directing your
broker, bank or other nominee how to vote those shares

030. What rights do I have if I oppose the merger?

Stockholders of record as of the record date are entitled to exercise appraisal rights under Delaware law by
A30.following the procedures and satisfying the requirements specified in Section 262 of the DGCL. A copy of
Section 262 is attached as Annex E to this proxy statement/prospectus.

031. Who can help answer my questions?

If you are a stockholder of Gilman and have any questions about the merger or how to submit your proxy, or if
A31.you need additional copies of the proxy statement/prospectus or the enclosed proxy card or voting instructions,
you should contact:
Ted Finkelstein, Vice President, Secretary and General Counsel
Gilman Ciocia, Inc.
11 Raymond Avenue

Poughkeepsie, NY 12603

Telephone: (845) 485-5278
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SUMMARY

This summary highlights selected information contained elsewhere in this proxy statement/ prospectus. It may not
contain all of the information that may be important to you. Before voting, you should carefully read the entire proxy
statement/prospectus, the appendices and other documents to which this proxy statement/prospectus refers in their
entirety to fully understand the merger agreement and the transactions contemplated by the merger agreement.

The Companies

National Holdings Corporation (See page 107)

National Holding Corporation
120 Broadway, 27t Floor

New York, New York 10271

Telephone: (212) 417-8000

National Holdings Corporation, a Delaware corporation organized in 1996, is a financial services organization,
operating primarily through its wholly-owned subsidiaries, National Securities Corporation (‘“National Securities” or
“NSC”) and vFinance Investments, Inc. (“vFinance Investments”) (collectively, the “Broker-Dealer Subsidiaries”). The
Broker-Dealer Subsidiaries conduct a national securities brokerage business through their offices in New York, New
York, Boca Raton, Florida, and Seattle, Washington.

Through its Broker-Dealer Subsidiaries, National (1) offers full service retail brokerage to approximately 39,000 high
net worth individual and institutional clients, (2) provides investment banking, merger and acquisition and advisory
services to micro, small and mid-cap high growth companies, and (3) engages in trading securities, including making
markets in over 5,800 securities, providing liquidity in both foreign and domestic issues on a variety of exchanges and
also providing execution and technical analysis in the United States Treasury marketplace. The Broker-Dealer
Subsidiaries are introducing brokers and clear all transactions through clearing organizations on a fully disclosed
basis. They are registered with the SEC, are members of the FINRA, Securities Investor Protection Corporation
(“SIPC”) and are also members of the National Futures Association (“NFA”).
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National’s brokers operate primarily as independent contractors. An independent contractor registered representative
who becomes an affiliate of a Broker-Dealer Subsidiary typically establishes his own office and is responsible for the
payment of expenses associated with the operation of such office, including rent, utilities, furniture, computer and
other equipment, stock quotation machines, software and general office supplies. The independent contractor
registered representative is entitled to retain a higher percentage of the commissions generated by his sales than an
employee registered representative at a traditional employee-based brokerage firm. This arrangement allows National
to operate with a reduced amount of fixed costs and lowers the risk of operational losses for lower or non-production.

National’s wholly-owned subsidiary, National Asset Management, Inc., a Washington corporation (“NAM”), is a
federally-registered investment advisor providing asset management advisory services to high net worth clients for a
fee based upon a percentage of assets managed.

National’s wholly-owned subsidiary, National Insurance Corporation, a Washington corporation (“National Insurance”),
provides fixed insurance products to its clients, including life insurance, disability insurance, long term care insurance
and fixed annuities.

National Acquisition Corporation

National Acquisition Corporation
120 Broadway, 27t Floor

New York, New York 10271

Telephone: (212) 417-8000
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National Acquisition Corporation, a Delaware corporation, or Merger Sub, was formed by National solely for the
purpose of entering into the merger agreement and completing the transactions contemplated by the merger
agreement. Upon the completion of the merger, Merger Sub will cease to exist and Gilman will continue as the
surviving corporation of the merger as a wholly-owned subsidiary of National.

Gilman Ciocia, Inc. (See page 140)

Gilman Ciocia, Inc.
11 Raymond Avenue
Poughkeepsie, New York 12603

Telephone: (845) 485-5278

Gilman Ciocia, Inc, a Delaware corporation, was founded in 1981. Gilman provides federal, state and local tax
preparation services to individuals, predominantly in the middle and upper income tax brackets, accounting services to
small and midsize companies and financial planning services, including securities brokerage, investment management
services, insurance and financing services.

As of June 30, 2013, Gilman had 26 offices operating in three states (New York, New Jersey, and Florida). Gilman’s
financial planning clients are generally introduced to Gilman through its tax return preparation services, accounting
services and educational workshops. Gilman believes that its tax return preparation and accounting services are
inextricably intertwined with its financial planning activities and that overall profitability will depend, in part, on the
two channels “leveraging off each other” since many of the same processes, procedures and systems support sales from
both channels. Accordingly, Gilman’s management views and evaluates Gilman as one segment.

Gilman also provides financial planning services through approximately 26 independently owned and operated offices
in 8 states.

All of Gilman’s planners are employees or independent contractors of Gilman and registered representatives of Prime
Capital Services, Inc. (“PCS”), Gilman’s wholly-owned subsidiary. PCS conducts a securities brokerage business
providing regulatory over-sight and products and sales support to its registered representatives, who sell investment
products and provide services to their clients. PCS earns a share of commissions from the services that the financial
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planners provide to their clients in transactions for securities, insurance and related products. PCS is a registered
securities broker-dealer with the SEC and a member of FINRA. Gilman also has a wholly-owned subsidiary, Asset &
Financial Planning, Ltd. (“AFP”), which is registered with the SEC as an investment advisor. Almost all of Gilman’s
financial planners are also authorized agents of insurance underwriters. Gilman has the capability of processing
insurance business through PCS and Prime Financial Services, Inc. (“PFS”, a wholly-owned subsidiary), which are
licensed insurance brokers, as well as through other licensed insurance brokers. Gilman is a licensed mortgage broker
in the State of New York and through GC Capital Corp, its wholly-owned subsidiary, licensed to conduct a mortgage
brokerage business in the State of Florida.

The Merger (See page 44)

National and Gilman have entered into a merger agreement that provides for the merger of Gilman and a
wholly-owned subsidiary of National. As a result of the merger, Gilman will become a wholly-owned subsidiary of
National.

The Merger Agreement (See page 92)

A copy of the merger agreement is attached as Annex A to this proxy statement/prospectus. National and Gilman
encourage you to read the entire merger agreement carefully because it is the principal document governing the
merger.
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What you will Receive in the Merger (See page 92)

All of the outstanding shares of Gilman common stock, par value $0.01 per share, outstanding as of the effective time
will be exchanged for a total of up to 24,000,000 shares (subject to rounding for fractional shares) of National
common stock which equates to an exchange ratio of 0.248843451 shares of National common stock for each share of
Gilman common stock. Pursuant to the terms of the merger agreement, immediately prior to closing of the merger, the
outstanding indebtedness of Gilman may not exceed $5,400,000, which shall exclude any capital leases, leasehold
improvements, insurance premium financing and financing of the AT&T equipment lease of Gilman or its
subsidiaries, and any amounts in excess of $5,000,000 and up to $5,400,000 (the “Difference”) shall cause a reduction in
the number of shares of National common stock issued under the merger agreement, such reduction in share amount
equal to the quotient of the Difference and $0.30 (subject to equitable adjustment for any stock split, dividend
recapitalization and the like). By way of example, if Gilman’s outstanding indebtedness were $5,400,000 immediately
prior to closing, this would have the effect of reducing the exchange ratio to approximately 0.23501881466 of a share
of National common stock per share of Gilman common stock.

Treatment of Stock Options and Warrants (See page 72)

At the effective time of the merger, there will be no options or warrants to purchase Gilman common stock
outstanding and National shall issue five-year options to purchase 1,750,000 shares of National common stock to
certain employees and independent contractors of Gilman at an exercise price of $0.50 per share.

Recommendation of the Gilman’s Board of Directors (See page 65)

The Gilman board of directors approved the merger agreement, and declared it to be advisable, fair to and in the best
interests of Gilman and its stockholders, and recommend that all stockholders vote “FOR” the adoption of the merger
agreement.

Gilman’s board of directors considered a number of factors in determining to approve and adopt the merger agreement
and the merger. These considerations are described in the section entitled “Proposal I — The Merger — Gilman’s Reasons
for the Merger and Recommendations of Gilman’s Board of Directors” starting on page 65.

Opinion of Gilman’s Financial Advisor (See page 67)

40



Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

Cassel Salpeter & Co., LLC (“Cassel Salpeter,”) an investment banking firm, rendered its oral opinion to the Gilman
board of directors on June 19, 2013 (which was subsequently confirmed in writing by delivery of Cassel Salpeter’s
written opinion dated the same date) as to, as of June 19, 2013, the fairness, from a financial point of view, to the
holders of Gilman common stock of the exchange ratio in the merger pursuant to the merger agreement. For purposes
of Cassel Salpeter’s opinion, Cassel Salpeter was advised that the exchange ratio of 0.248843451 shares of National
common stock per share of Gilman common stock was subject to adjustment as provided in the merger agreement. For
purposes of its analysis and opinion, Cassel Salpeter relied upon and assumed, at Gilman management’s direction, that
the adjustment would reduce the exchange ratio to 0.241931133 of a share of National common stock per share of
Gilman common stock.

The opinion was provided for the use and benefit of the Gilman board in connection with its consideration of the
merger and only addressed, as of the date of the opinion, the fairness, from a financial point of view, to the holders of
Gilman common stock of the exchange ratio in the merger pursuant to the merger agreement and did not address any
other aspect or implication of the merger. The summary of Cassel Salpeter’s opinion in this proxy statement/prospectus
is qualified in its entirety by reference to the full text of the written opinion, which is included as Annex C to this
proxy statement/prospectus and sets forth the procedures followed, assumptions made, qualifications and limitations
on the review undertaken and other matters considered by Cassel Salpeter in preparing its opinion. However, neither
Cassel Salpeter’s written opinion nor the summary of its opinion and the related analyses set forth in this joint proxy
statement/prospectus are intended to be, and do not constitute, advice or a recommendation to any stockholder as to
how such stockholder should act or vote with respect to any matter relating to the proposed merger.

10
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Opinion of National’s Financial Advisor (See page [ ])

Houlihan Capital, LLC ("Houlihan"), an investment banking firm, rendered its oral opinion to the National board of
directors on June 20, 2013 (which was subsequently confirmed in writing by delivery of Houlihan’s written opinion
dated the same date) as to the fairness, from a financial point of view, of the merger consideration provided for in the
merger pursuant to the merger agreement. The opinion was provided for the use and benefit of the National’s board of
directors in connection with its consideration of the merger and only addressed the fairness to holders of National
common stock, from a financial point of view, of the merger consideration provided for in the merger pursuant to the
merger agreement, as of the date of the opinion, and did not address any other aspect or implication of the merger. The
summary of this opinion in this proxy statement/prospectus is qualified in its entirety by reference to the full text of
the written opinion, which is included as Annex D to this proxy statement/prospectus and sets forth the procedures
followed, assumptions made, qualifications and limitations on the review undertaken and other matters considered by
Houlihan in preparing its opinion. However, neither Houlihan’s written opinion nor the summary of its opinion and the
related analyses set forth in this proxy statement/prospectus are intended to be, and do not constitute, advice or a
recommendation to any stockholder as to how such stockholder should act or vote with respect to any matter relating
to the proposed

Interests of Directors and Executive Officers in the Merger (See page 49)

Some of the directors and executive officers of National and Gilman have interests in the merger that are different
from, or are in addition to, the interests of their stockholders. These interests include the following:

as of June 30, 2013, directors and executive officers of Gilman and their affiliates beneficially owned
approximately 70.7% of the outstanding shares of Gilman common stock;

following the effective time of the merger, National will appoint two persons nominated by the Gilman board of
directors and reasonably acceptable to National to serve as Class I members of the National board of directors and to
nominate such persons for election at the next election of Class I directors of National;

continued directors' and officers' liability insurance coverage for three years following the effective time of the
merger and indemnification coverage for Gilman's current officers and directors as provided under Gilman's
certificate of incorporation and bylaws;

each of Michael Ryan (Gilman’s Chief Executive Officer and President), Carole Enisman (former Executive Vice
President of Operations and Michael Ryan’s wife), Ted Finkelstein (Gilman’s Vice President, General Counsel and
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Secretary), Edward Cohen (Gilman director), Fredrick Wasserman (Gilman director), John Levy (Gilman director),
Allan Page (Gilman director), James Ciocia (Gilman director), Prime Partners II, LLC (company controlled by
Michael Ryan), Prime Partners, Inc. (company controlled by Michael Ryan), Wynnefield Partners Small Cap Value
L.P. I, Wynnefield Partners Small Cap Value L.P., Wynnefield Small Cap Value Offshore Fund, Ltd. and Dennis
Conroy (Gilman’s former Chief Accounting Officer) (each a “voting stockholder” and collectively, the “voting
stockholders”) have each entered into a voting and support agreement with National, Merger Sub and Gilman, under
which they agreed, among other things, to vote certain shares of Gilman common stock as to which they have the
right to vote (58,439,849 shares, or 60.3% of the outstanding shares of Gilman common stock on the record date) in
favor of the adoption of the merger agreement and approval of the merger and the other transactions contemplated by
the merger agreement, subject to their right to approve a superior proposal.

Ted Finkelstein is entitled to a change-in-control payment in the event of voluntary or involuntary termination
resulting from the merger in an amount equal to $185,000;

in connection with the closing of the merger, National will pay off up to $5,400,000 of outstanding indebtedness of
Gilman which shall exclude any capital leases, leasehold improvements, insurance premium financing and financing
of the AT&T equipment lease of Gilman or its subsidiaries. Such outstanding indebtedness, which is referred to as
assumed indebtedness, includes notes in the aggregate principal amount of $78,000 issued to Michael Ryan, notes in
the aggregate principal amount of $260,000 issued to Carole Enisman, a note in the principal amount of $101,640
issued to Prime Partners, Inc., a company under the control of Michael Ryan, and notes in the aggregate principal
amount of $600,000 issued to three trusts of which James Ciocia, Chairman of the Gilman’s board, is the trustee; and

11
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in connection with the closing of the merger, Michael Ryan will enter into an employment agreement with National
relating to his continued employment at Gilman after the effective time of the merger, the form attached to the
merger agreement.

The Gilman board of directors was aware of and considered these interests, among other matters, in reaching its
decision to approve and adopt the merger agreement and recommend that the Gilman stockholders adopt the merger
agreement.

Financing Matters (see page 73)

At closing National is required to pay off assumed indebtedness of Gilman of up to $5,400,000. The obligation to
complete the merger is not subject to National securing financing to pay off the assumed indebtedness. National may
payoff the assumed indebtedness through equity financing.

Dissenters’ Rights (See page 74)

Under Delaware law, Gilman stockholders have the right to dissent from the merger and to receive payment for the
fair value of their shares of Gilman common stock, as determined by the Delaware Chancery Court. This right of
appraisal is subject to a number of restrictions and technical requirements. Generally, in order to exercise appraisal
rights, a Gilman stockholder must: (1) send to Gilman a written demand for appraisal in compliance with Delaware
law before the vote on the merger; and (2) not vote in favor of the merger.

Merely voting against the merger will not protect a Gilman stockholder’s rights to appraisal. In order to protect such
rights, the stockholder must adhere to all of the requirements set forth under Delaware law. The requirements under
Delaware law for exercising appraisal rights are described in further detail in the section entitled “Dissenter's Rights” on
page 73 of the proxy statement/prospectus. The relevant section of Delaware law regarding appraisal rights is
reproduced and included as Annex E to this proxy statement/prospectus

A person having a beneficial interest in shares of Gilman common stock held of record in the name of another person,
such as a broker, bank or other nominee, must act promptly to cause the record holder to follow the steps summarized
in this proxy statement/prospectus and in a timely manner to perfect appraisal rights. In view of the complexity of
Section 262 of the DGCL, Gilman stockholders who may wish to pursue appraisal rights should consult their
legal and financial advisors.
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The Stockholders Meeting (See page 39)

The Gilman special meeting will be held on , 2013 at the offices of Sichenzia Ross Friedman Ference LLP at a.m.
local time, at Holders of record of Gilman common stock at the close of business on will be entitled to notice of and to
vote at the special meeting with regard to the following proposals:

a proposal to adopt the merger agreement and the transactions contemplated thereby;

a proposal to approve, on a nonbinding advisory basis, the “golden parachute” compensation payable to one of Gilman’s
executive officers in connection with the merger; and

a proposal to approve one or more adjournments of the special meeting, if necessary or appropriate, to solicit
additional proxies to approve the proposal to adopt the merger agreement.

On the record date there were shares of Gilman common stock outstanding and entitled to vote at the special
meeting, held by approximately holders of record. Each share of Gilman common stock issued and
outstanding on the record date is entitled to one vote on each proposal to be voted upon at the Gilman special meeting.

12
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Voting and Support Agreements (Page [ ])

On June 20, 2013, the voting stockholders entered into a voting and support agreement with National and Merger Sub,
pursuant to which the voting stockholders agreed, among other things, to vote certain shares of Gilman common stock
as to which they have the right to vote (58,439,849 shares, or approximately 60.3% of the outstanding shares of
Gilman common stock on the record date) in favor of the adoption of the merger agreement and approval of the
merger and the other transactions contemplated by the merger agreement, subject to their right to approve a superior
proposal. Accordingly, the approval of the merger agreement by the Gilman stockholders is assured. However, a
closing condition of the merger (which can be waived by National), is that holders owning no more than 5%, in the
aggregate, of the outstanding Gilman common stock shall have perfected and not withdrawn a demand for dissenters’
rights pursuant to Delaware law.

A copy of the form of voting and support agreement executed and delivered by each of the voting stockholders is
attached to this proxy statement as Annex B.

Board of Directors and Management Following the Merger (See page 171)

Immediately following the effective time, National’s board of directors will consist of 11 persons and shall consist of
Robert Fagenson, Mark Klein, Mark Goldwasser, Leonard J. Sokolow, Frank S. Plimpton, Salvatore Giardina, Peter
Zurkow, William Lerner, Frederic Powers and two persons nominated by the Gilman board of directors who are
reasonably acceptable to National.

Approval of “Golden Parachute” Compensation (page 78)

In accordance with Section 14 A of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and Rule
14a-21(c) under the Exchange Act, stockholders have the opportunity to cast a nonbinding advisory vote with respect
to certain payments that may be made to one of Gilman’s named executive officers in connection with the merger, or
“golden parachute” compensation, as reported on the Golden Parachute Compensation table on page 78. The Gilman
board of directors recommends that you vote “FOR” approval of the nonbinding advisory proposal regarding “golden
parachute” compensation.
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Approval of the proposal regarding “golden parachute” compensation requires the affirmative vote of a majority of the
votes cast by the holders of shares of Gilman common stock present, in person or by proxy, at the special meeting and
entitled to vote at the special meeting.

Approval of this proposal is not a condition to completion of the merger. The vote with respect to “golden parachute”
compensation is an advisory vote and will not be binding on Gillman. Therefore, regardless of whether or not
stockholders approve the “golden parachute” compensation, if the merger agreement is adopted by the stockholders and
the merger is completed, the “golden parachute” compensation will still be paid to Gilman’s named executive officers to
the extent payable.

As in the case for the proposal to adopt the merger agreement, as a result of the voting and support agreements entered
into by certain stockholders and officers and directors of Gilman, approval of the proposal to approve on a nonbinding
advisory basis, the “golden parachute” compensation payable to one of Gilman’s executive officers in connection with
the merger as described in this proxy statement/prospectus is assured by Gilman stockholders.

Regulatory Approvals (page 79)

The following is a summary of the material regulatory requirements for completion of the merger. There can
be no guarantee if and when any of the consents or approvals required for the merger will be obtained or as to the
conditions that such consents and approvals may contain. For further information, please see “Risk Factors” beginning
on page 19.

Registration of National Shares. National must comply with applicable federal and state securities laws in connection
with the issuance of shares of National common stock to Gilman’s stockholders and the filing of this proxy
statement/prospectus with the Securities and Exchange Commission. As of the date hereof, the registration statement
of which this proxy statement is a part has not become effective.

13
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FINRA Rule 1017 National and Gilman are required to obtain the approval of FINRA under Rule 1017 with respect to
the merger. National and Gilman are in the process of filing an application under Rule 1017 with FINRA.

Accounting Treatment

National had 89,016,988 shares outstanding as of June 30, 2013 and will be the acquirer for accounting purposes.
National intends to account for the merger as an acquisition using the acquisition method of accounting under
generally accepted accounting principles. Gilman's operating results will be included with National's beginning at the
effective time of the merger.

United States Federal Income Tax Considerations (See page 79)

National and Gilman intend that the merger will be a tax-free reorganization for U.S. federal income tax purposes, and
that Gilman stockholders (other than Gilman stockholders that exercise their appraisal rights and receive cash in
exchange for their shares) will recognize no gain or loss upon exchanging their Gilman common stock for shares of
National common stock. Gilman stockholders (including Gilman stockholders that will receive cash as a result of
exercising their appraisal rights) should consult with their own tax advisors concerning the federal income tax
consequences of the merger, as well as the applicable state, local, foreign or other tax consequences, based upon their
individual circumstances.

Effective Time of the Merger; Exchange of Shares (See page 93)

The merger will become effective when a certificate of merger is filed with the Secretary of State of Delaware.
National expects to file the certificate as soon as practicable after the special meeting, subject to approval by Gilman’s
stockholders at the special meeting, and satisfaction or waiver of the terms and conditions of the merger agreement.

Computershare Trust Company ("Computershare") will act as exchange agent for the merger and will forward detailed
instructions to you regarding the surrender of your share certificates, together with a letter of transmittal, promptly
after the merger is completed. You should not submit your certificates to Computershare until you have received these
materials. Computershare will issue new National certificates to all Gilman stockholders exchanging their shares,
rounding up to the nearest whole share, as promptly as practicable following its receipt of your certificates and other
required documents. You will not receive accrued interest on the cash payable to you upon the surrender of your
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Conditions to the Merger (See page 100)

The obligations of National, Merger Sub and Gilman to consummate the merger are subject to the satisfaction or
waiver (where permissible) of a number of conditions, at or prior to the effective time of the merger, including the
following:

the adoption of the merger agreement by the affirmative vote of a majority of the then outstanding shares of Gilman
common stock entitled to vote thereon;

the outstanding indebtedness of Gilman not exceeding $5,400,000 which shall exclude any capital leases, leasehold
improvements, insurance premium financing and financing of the AT&T equipment lease of Gilman or its
subsidiaries and the payoff of such indebtedness by National;

the holders of no more than 5%, in the aggregate, of the outstanding shares of Gilman common stock have properly
exercised (and not withdrawn) appraisal rights in accordance with applicable law;

FINRA having approved an application under Rule 1017 with respect to the merger (the “Rule 1017 Application™); and

the representations and warranties of National, Merger Sub Gilman contained in the merger agreement shall have
been true and correct as of the date of the merger agreement and shall be true and correct as of the effective time of
the merger as though made at and as of the effective time of the merger (except for representations and warranties
that address matters only as of a particular date, which shall be true and correct in all respects as of that particular
date), after giving effect to any updates made to the schedules to the merger agreement

14
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Termination of Merger Agreement (See page 101)

The merger agreement may be terminated at any time before completion of the merger in any of the following ways:

by mutual written consent of National, Merger Sub and Gilman;

by either National or Gilman if any court or governmental entity having jurisdiction in the United States shall have
issued an order, decree or ruling enjoining or prohibiting the merger which has become final and nonappealable;

by either National or Gilman if the effective time has not occurred on or before December 31, 2013. Such right to
terminate will not be available to any party whose action or failure to perform in breach of the merger agreement has
been the cause of or resulted in the failure of the effective time of the merger to occur;

by National, so long as neither National nor Merger Sub has materially breached any of its obligations contained in
the merger agreement, if Gilman breaches any representation, warranty, covenant or agreement contained in the
merger agreement which breach would result in a failure of any of the conditions to the obligation of National or
Merger Sub to effect the merger; and such breach has not been cured by the earlier of (a) 15 days after notice of the
breach to Gilman and (b) December 31, 2013.

by National if Gilman's board of directors withdraws or modifies in a manner adverse to National , or proposes
publicly to withdraw or modify in a manner adverse to National, Gilman's recommendation that its stockholders vote
to adopt and approve merger agreement or resolves or agrees to take any such action;

by Gilman, so long as Gilman has not materially breached any of its obligations contained in the merger agreement if
National or Merger Sub breaches any representation, warranty, covenant or agreement contained in the merger
agreement, which breach would result in a failure of any of the conditions to the obligation of Gilman to effect the
merger and such breach has not been cured by the earlier of (a) 15 days after notice of the breach to National and (b)
December 31, 2013; or

by Gilman in connection with the receipt of a superior proposal under the terms and subject to the conditions set forth
in the merger agreement

Should any of these potential grounds for termination occur, National’s and Gilman’s board of directors, as applicable,
may elect to exercise their respective rights to terminate the merger agreement.
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Expenses and Termination Fees (See page 102)

Generally, all fees and expenses incurred in connection with the merger agreement will be paid by the party incurring
those expenses.

The merger agreement provides that, upon termination under specified circumstances, (i) Gilman would be required to
pay National a termination fee of $800,000, and (ii) National would be required to pay Gilman a reverse termination
fee of $800,000.

Comparison of the Rights of Holders of National Common Stock and Gilman Common Stock (See page 186)

As a result of the completion of the merger, holders of Gilman common stock will become holders of National
common stock. Each of National and Gilman is a Delaware corporation governed by the Delaware General
Corporation Law ("DGCL"), but the rights of National stockholders currently are, and from and after the merger will
be, governed by National’s Certificate of Incorporation and Bylaws, while the rights of Gilman’s stockholders are
currently governed by Gilman’s Certificate of Incorporation and Bylaws. This proxy statement/prospectus includes
summaries of the material differences between the rights of National stockholders and Gilman stockholders arising
because of difference in the Certificates of Incorporation and Bylaws.
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Summary Consolidated Financial Data of National

The following tables set forth summary consolidated financial information of National. The summary statement of
operations data for the six month periods ended March 31, 2013 and 2012, and the selected balance sheet data as of
March 31, 2013 have been derived from National’s unaudited consolidated financial statements appearing later in this
proxy statement/prospectus. In the opinion of National’s management, all adjustments considered necessary for a fair
presentation of the interim financial information have been included. The summary income statement data for the
years ended September 30, 2012 and 2011 and the selected balance sheet data as of September 30, 2011 have been
derived from audited consolidated financial statements, except as noted below. The following information should be
read together with National’s consolidated financial statements, the notes related thereto and management’s related
reports on National’s financial condition and performance appear later in this proxy statement / prospectus. The
operating results for the six months ended March 31, 2013 are not necessarily indicative of the results to be expected
in any future period.

Six Months Ended Fiscal Year Ended
March 31, September 30,
2013 2012

2012 2011

(Unaudited) (Unaudited)
Statement of operations data

Total revenue $59,39,300 $58,608,000 $118,648,000 $126,521,000
Net income (loss) attributable to common stockholders(1) $454,000 (2,862,000 ) $(2,030,000 ) $(5,127,000 )
Basic income (loss) per common share (1) $0.01 $(0.12 ) (0.08 ) (0.18 )
Diluted income (loss) per common share (1) $0.01 $(0.12 ) na na

Significant losses occurred in 2012 and 2011. In 2012, National wrote off $1,051,000 for the loss on disposition of
(1)an unconsolidated joint venture and in 2011 a loss of $1,603,000 was recorded due to the change in fair value of
derivatives.

March 31, September
30,
2013
2012
Unaudited

Balance sheet data
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Total assets $23,854,000 $16,589,000
Convertible and subordinated borrowings $0 (7,800,000 )

Summary Consolidated Financial Data of Gilman

The following tables set forth summary consolidated financial information of Gilman. The summary statement of
operations data for the nine months ended March 31, 2013 and 2012, and the selected balance sheet date as of March

31, 2013 have been derived from Gilman’s unaudited consolidated financial statements appearing later in this proxy
statement/prospectus. In the opinion of Gilman’s management, all adjustments considered necessary for a fair
presentation of the interim financial information have been included. The summary income statement data for the

years ended June 30, 2012 and 2011 and the selected balance sheet data as of June 30, 2012 have been derived from
audited consolidated financial statements, except as noted below. The following information should be read together
with Gilman’s consolidated financial statements, the notes related thereto and management’s related reports on Gilman’s
financial condition and performance appear later in this proxy statement/prospectus. The operating results for the nine
months ended March 31, 2013 are not necessarily indicative of the results to be expected in any future period.

Nine Months Ended Fiscal Year Ended June
March 31, 30,
2013 2012

2012 2011

(Unaudited) (Unaudited)
Statement of operations data

Total revenue $27,338,000 $29,774,000 $40,372,000 $41,483,000
Net income (loss) attributable to common stockholders(1) $336,000 (516,000 ) $(687,000 ) $(1,771,000)
Basic and diluted income (loss) per common share $0.00 $(0.01 ) (0.01 ) (0.02 )
16
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March 31, June 30,

2013
2012
Unaudited
Balance sheet data
Total assets $13,923,000 $14,455,000
Notes payable and capital leases $5,197,000 $4,665,000
Due to related parties $1,081,000 $1,201,000

Market Price Data and Dividend Information

Shares of National common stock are quoted on the OTC Bulletin Board under the symbol “NHLD.” Shares of Gilman
common stock are quoted on the OTC Bulletin Board, under the symbol “GTAX.” The following table shows the
closing sale prices of shares of National and Gilman common stock as reported on the OTC Bulletin Board,
respectively, on June 20, 2013, the last full trading day prior to the public announcement of the proposed merger, and
on 2013, the last practicable trading day prior to mailing this joint proxy statement/prospectus. This table also shows
the implied value as of those dates of the merger consideration proposed for each share of Gilman common stock,
which National calculated by multiplying the closing price of a share of Gilman common stock on those dates by the
exchange ratio (based on the shares of Gilman common stock expected to be outstanding at the effective time of the
merger).

Exchange ratio of approximately 0.2488

Implied

Value of
National Gilman

One
Common Common zl;ﬁ;z::f
Stock Stock

Common

Stock

June 20, 2013 $ 0.29 $ 0.04 $ 0.01

,2013

Exchange ratio of approximately 0.2350

54



Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

Implied

Value of
National Gilman

One

Share of

Common Common .
Gilman

Stock Stock

Common
Stock
June 20, 2013 $ 0.29 $ 0.04 $ 0.01
, 2013 $ 0.01

The following table sets forth for the periods indicated the high and low per share sale price of shares of National
common stock and Gilman common stock.

National Gilman
High Low  High Low

2010

First Quarter $0.80 $0.40 $0.115 $0.03
Second Quarter 0.65 0.24 0.095 0.03
Third Quarter 0.50 0.22 0.05 0.05
Fourth Quarter 0.44 0.18 0.05 0.015
2011

First Quarter $0.50 $0.34 $0.07 $0.02
Second Quarter 0.50 0.28 0.07 0.04
Third Quarter 0.45 0.20 0.04 0.035
Fourth Quarter 0.40 0.15 0.04 0.035
2012

First Quarter $0.39 $0.15 $0.021 $0.014
Second Quarter 0.45 0.161 0.04 0.021
Third Quarter 0.37 0.12 0.0242  0.022
Fourth Quarter 0.36 0.13 0.04 0.023
2013

First Quarter $0.45 $0.16 $0.04 $0.031
Second Quarter 0.378 0.18 0.078 0.035

Third Quarter (through July 11,2013 0.31 0.28 0.06 0.05

17




Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

As of June 30, 2013, there were approximately 230 stockholders of record of National common stock (not including
the number of persons or entities holding stock in nominee or street name through various brokerage firms).

As of June 30, 2013, there were approximately 443 stockholders of record of Gilman (not including the number of
persons or entities holding stock in nominee or street name through various brokerage firms).

Gilman stockholders are encouraged to obtain current market quotations for shares of National common stock prior to
making any decision with respect to the merger. No assurance can be given concerning the market price for shares of
National common stock before or after the date on which the merger is consummated. The market price for shares of
National common stock will fluctuate between the date of this proxy statement/prospectus and the date on which the
merger is consummated and thereafter.

National’s common stock is subject to the “penny stock” rules adopted under Section 15(g) of the Exchange Act. The
penny stock rules generally apply to companies whose common stock is not listed on a national securities exchange
and trades at less than $5.00 per share and have a tangible net worth of at least $5,000,000, subject to certain
exceptions. These rules require, among other things, that brokers who trade penny stock to persons other than
"established customers" complete certain documentation, make suitability inquiries of investors and provide investors
with certain information concerning trading in the security, including a risk disclosure document and quote
information under certain circumstances.

National and Gilman have never paid cash dividends, and currently do not intend to pay cash dividends on National or
Gilman common stock at any time in the near future.
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RISK FACTORS

In addition to the other information included into this proxy statement/prospectus, including the matters addressed
under the caption “Cautionary Statement Regarding Forward-Looking Statements” beginning on page i of the proxy
statement/prospectus, you should carefully read and consider the following risk factors in evaluating the proposals to
be voted on at the Gilman special meeting and in determining whether to vote for adoption of the merger agreement.
If the merger agreement is adopted by Gilman stockholders and all of the other conditions to the completion of the
merger are satisfied or waived, and the merger is completed, holders of Gilman common stock will become holders of
National common stock and will be subject to the risks and uncertainties of a holder thereof

Risks Related to the Merger

The parties may be unable to satisfy the conditions to the completion of the merger and the merger may not be
completed.

Completion of the merger is conditioned on, among other things, the adoption of the merger agreement by Gilman
stockholders, the holders of no more than 5%, in the aggregate, of the outstanding shares of Gilman common stock
have properly exercised (and not withdrawn) appraisal rights in accordance with applicable law, FINRA having
approved the Rule 1017 Application and the absence of any law or regulation that prohibits the completion of the
merger. Each party’s obligation to close the merger is also subject to the material accuracy of the representations and
warranties of the other party in the merger agreement and the compliance in all material respects with covenants of the
other party in the merger agreement.

Although National and Gilman have agreed in the merger agreement to use reasonable best efforts to complete the
merger as promptly as practicable, these and other conditions to the completion of the merger may fail to be satisfied.
In addition, satisfying the conditions to and completion of the merger may take longer, and could cost more, than
National and Gilman expect.

Under the merger agreement, neither National nor Gilman will have the right to terminate or renegotiate the
merger agreement or to resolicit proxies as a result of any increase or decrease in the value of National common
stock.
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The market price of National common stock may be volatile. The trading volume has traditionally not been high
which impacts the volatility of the National common stock. Under the merger agreement, neither National nor Gilman
will have the right to terminate or renegotiate the merger agreement or to resolicit proxies as a result of any increase or
decrease in the value of National common stock. Prior to the effective time of the merger, the market price of National
common stock may fluctuate significantly and decrease in response to various factors, including without limitation

quarterly variations in operating results;

general market conditions in each company’s respective industry;

announcements and actions by competitors;

limited trading volume of National’s securities on the OTC Bulletin Board;

regulatory and judicial actions;

diversion of the attention of management from other ongoing business
concerns; and

general economic conditions.

In addition, as a result of the number of shares to be issued in the merger, and the potential dilution of National’s
earnings per share, the price of National’s common stock is likely to be volatile following the merger.
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Failure to complete the merger could negatively affect the stock price and the future business and financial results
of Gilman.

National and Gilman may not receive the necessary stockholder or regulatory approvals or satisfy the other conditions
required for the completion of the merger. If the merger is not completed, Gilman will be subject to several risks,
including the following:

Gilman may be required to pay significant transaction costs related to the merger, including under certain
circumstances a termination fee of up to $800,000 payable to National;

the current market price of Gilman common stock may reflect a market assumption that the merger will occur, and a
failure to complete the merger could result in a decline in the market price of Gilman common stock;

there may be a distraction of its management and employees from day-to-day operations, because matters related to
the merger (including integration planning) may require substantial commitments of time and resources that could
otherwise have been devoted to other opportunities that could have been beneficial; and

Gilman would not realize the benefits expected to result from the merger and Gilman would continue to face the risks
that it currently faces as an independent company.

The merger consideration payable in the merger may be decreased in certain circumstances.

The merger agreement provides that if the assumed indebtedness is in excess of $5,000,000 and up to $5,400,000 (the
“Difference”), then this shall cause a reduction in the number of shares of National common stock issued under the
merger agreement, such reduction in share amount equal to the quotient of the Difference and $0.30 (subject to
equitable adjustment for any stock split, dividend recapitalization and the like). Any such reduction in the merger
consideration does not require further action by Gilman’s board of directors or shareholders.

Some of the directors and executive officers of Gilman have interests in the merger that are different from, or in
addition to, those of the other Gilman stockholders.

When considering the recommendation by the Gilman board of directors that the Gilman stockholders vote “for” each of
the merger proposals, Gilman’s stockholders should be aware that certain of the directors and executive officers of
Gilman have arrangements that provide them with interests in the merger that are different from, or in addition to,
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those of the stockholders of Gilman.

For instance, in connection with the merger (i) National will appoint two persons nominated by the Gilman board of
directors and reasonably acceptable to National to serve as Class I members of the National board of directors and to
nominate such persons for election at the next election of Class I directors of National, (ii) Ted Finkelstein, Gilman’s
Vice President, Secretary and General Counsel is entitled to a change-in-control payment in the event of voluntary or
involuntary termination resulting from the merger in an amount equal to $185,000; (iii) Michael Ryan, Gilman’s
President and Chief Executive Officer, Carole Enisman, Michael Ryan’s wife, and Prime Partners, Inc., a company
controlled by Michael Ryan, and three trusts of which James Ciocia, Chairman of Gilman’s board of directors, will
receive approximately $1 million in the aggregate from National as pay off of certain assumed indebtedness, and (iv)
Michael Ryan will enter into an employment agreement with National relating to his continued employment at Gilman
after the effective time of the merger, in the form attached to the merger agreement.

In addition, as of June 30, 2013, directors and executive officers of Gilman and their affiliates beneficially owned
approximately 70.7% of the outstanding shares of Gilman common stock and the directors and executive officers of
Gilman also have certain rights to indemnification and to directors’ and officers’ liability insurance that will be
provided by National following the completion of the merger. See the sections entitled “The Merger — Interests of
Gilman Directors and Executive Officers in the Merger” beginning on page 73.
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Gilman is subject to business uncertainties and contractual restrictions while the merger is pending.

Uncertainty about the effect of the merger on Gilman employees and consultants may have an adverse effect on
Gilman. These uncertainties may impair Gilman’s ability to attract, retain, and motivate key personnel until the merger
is completed. If key employees or consultants leave Gilman because of uncertainty about their future roles, Gilman’s
business, or National’s business following the merger, could be harmed.

In addition, the merger agreement restricts Gilman from making acquisitions or dispositions, making capital
expenditures in excess of a specified amount, and taking other specified actions without the consent of National until
the merger occurs. These restrictions may prevent Gilman from pursuing attractive business opportunities or
addressing other developments that may arise prior to the completion of the merger or from executing its business
strategies.

The merger agreement limits Gilman's ability to pursue alternatives to the merger and contains provisions that
could affect the decisions of a third party considering making an alternative acquisition proposal to the merger.

The merger agreement prohibits Gilman from soliciting, initiating, or encouraging alternative merger or acquisition
proposals from any third party. Under the terms of the merger agreement, Gilman will be required to pay to National a
termination fee of up to $800,000 if the merger agreement is terminated under certain circumstances. This termination
fee would be payable in certain circumstances involving Gilman accepting a different acquisition proposal or its board
of directors recommending a different acquisition proposal to its stockholders prior to their vote. These provisions
could affect the decision by a third party to make a competing acquisition proposal, including the structure, pricing,
and terms proposed by a third party seeking to acquire or merge with Gilman.

The unaudited pro forma financial information in this proxy statement/prospectus may not necessarily reflect
National’s operating results and financial condition following the merger.

The unaudited pro forma financial information included in this proxy statement/prospectus is derived from National’s
and Gilman’s separate historical consolidated financial statements. The preparation of this pro forma information is
based upon available information and certain assumptions and estimates that National and Gilman currently believe

are reasonably the value of the assets and liabilities of Gilman being acquired. These assumptions and estimates may
not prove to be accurate, and this pro forma financial information does not necessarily reflect what National’s results of
operations and financial position would have been had the merger been completed if these assumptions were accurate,
or occurred during the period presented, or what National’s results of operations or financial position will be in the
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future.

If the merger does not qualify as a “reorganization” under Section 368(a) of the Code, the stockholders of Gilman
may be required to pay substantial United States federal income taxes as a result of the merger.

National and Gilman intend that the merger will qualify as a “reorganization” under Section 368(a) of the Code.
National and Gilman currently anticipate that the United States holders of shares of Gilman common stock generally
should not recognize taxable gain or loss as a result of the merger. However, neither National nor Gilman has
requested, or intends to request, a ruling from the IRS with respect to the tax consequences of the merger, and there
can be no assurance that the companies’ position would be sustained if challenged by the IRS. Accordingly, if there is
a final determination that the merger does not qualify as a “reorganization” under Section 368(a) of the Code and is
taxable for United States federal income tax purposes, Gilman stockholders generally would recognize taxable gain or
loss on their receipt of common stock of National in connection with the merger equal to the difference between such
stockholder’s adjusted tax basis in their shares of Gilman capital stock and the fair market value of the equity securities
of National. For a more complete discussion of the material United States federal income tax consequences of the
Merger, see the section entitled “Material United States Federal Income Tax Consequences of the Merger” beginning on
page 79.
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Litigation may be instituted against National, members of the National board of directors, Gilman, members of the
Gilman board of directors, and Merger Sub challenging the merger and adverse judgments in these lawsuits may
prevent the merger from becoming effective within the expected timeframe or at all.

National, members of the National board of directors, Gilman, members of the Gilman board of directors, and Merger
Sub may be named as defendants in class action lawsuits to be brought by National or Gilman stockholders
challenging the merger. If the plaintiffs in these potential cases are successful, they may prevent the parties from
completing the merger in the expected timeframe, if at all. Even if the plaintiffs in these potential actions are not
successful, the costs of defending against such claims could adversely affect the financial condition of National or
Gilman.

Costs associated with the merger are difficult to estimate, may be higher than expected and may harm the financial
results of the combined company.

Both National and Gilman will incur substantial direct transaction costs associated with the merger, whether or not the
merger is completed, and additional costs associated with consolidation and integration of operations. If the total costs
of the merger exceed estimates, or the benefits of the merger do not exceed the total costs of the merger, Gilman’s
financial results could be adversely affected.

Risks Related to the Combined Company if the Merger is Completed

National may not realize the expected benefits of the merger because of integration difficulties and other
challenges.

The success of the merger will depend, in part, on National’s ability to realize the anticipated revenue, cost, tax, and
other synergies from integrating Gilman’s business with its existing business. The integration process may be complex,
costly, and time-consuming. The difficulties of integrating the operations of Gilman’s business could include, among
others:

€ailure to implement National’s business plan for the combined business;
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unanticipated issues in integrating logistics, information, communications, and other systems;

lost sales and customers as a result of certain customers of either of the two companies deciding not to do business
with National after the merger;

{oss of key Gilman employees and consultants with knowledge of Gilman’s historical business and operations;

uananticipated changes in applicable laws and regulations;

negative impacts on National’s internal control over financial reporting; and

other unanticipated issues, expenses, or liabilities that could impact, among other things, National’s ability to realize
any expected synergies on a timely basis, or at all.

National may not accomplish the integration of Gilman’s business smoothly, successfully, or within the anticipated
costs or time frame. The diversion of the attention of management from National’s current operations to the integration
effort and any difficulties encountered in combining operations could prevent National from realizing the full benefits
anticipated to result from the merger and could adversely affect its business. In addition, the integration efforts could
divert the focus and resources of the management of National and Gilman from other strategic opportunities and
operational matters during the integration process.

Gilman stockholders will have a reduced ownership and voting interest in National after the merger and, as a
result, will be able to exert less influence over management.

Following the merger, each Gilman stockholder will become a stockholder of National with a percentage ownership of
National after the merger that is much smaller than the stockholder’s percentage ownership of Gilman. It is expected
that the former stockholders of Gilman as a group will own approximately 21.2% of the outstanding shares of
National common stock immediately after the completion of the merger. Because of this, Gilman stockholders will
have substantially less influence on the management and policies of National after the merger than they now have

with respect to the management and policies of Gilman.
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National common stock has low trading volume and any sale of a significant number of shares is likely to depress
the trading price.

National common stock is quoted on the OTC Bulletin Board. Traditionally, the trading volume of the National
common stock has been limited. Because of this limited trading volume, the former Gilman stockholders may not be
able to sell quickly any significant number of the National shares of common stock, and any attempted sale of a large
number of National shares will likely have a material adverse impact on the price of the National common stock.
Because of the limited number of shares of common stock being traded, the per share price is subject to volatility and
may continue to be subject to rapid price swings in the future.

If there are Gilman stockholders that exercise their appraisal rights, the surviving corporation in the merger will be
responsible for the resulting cash payment obligation.

If the merger is completed, holders of Gilman common stock are entitled to appraisal rights under Section 262
of the DGCL, or Section 262, provided that they comply with the conditions established by Section 262. If there are
Gilman stockholders who exercise such rights and complete the process required by the DGCL, Gilman, as the
surviving company in the merger, will be obligated to pay such stockholders the pre-merger cash value of their
Gilman stock as determined by the Delaware Court of Chancery.

The merger will result in changes to the board of directors of National.

Upon completion of the merger, the composition of the board of directors of National will be different than
the current boards of National and Gilman. The National board of directors currently consists of 9 directors and upon
the completion of the merger, two directors designated by Gilman’s board of directors will join the National board of
directors. This new composition of the board of directors of National may affect the future decisions of National.

Risks Related to National’s Business

National’s operating results have resulted in reporting losses.

National reported losses of approximately $1.94 million and $4.71 million in fiscal years 2012 and 2011, respectively,
and profits of $454,000 and a loss of $ 2.77 million for the six months ended March 31, 2013 and March 31, 2012,
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respectively. There is no assurance that National will be profitable in the future. If National is unable to achieve or
sustain profitability, National may need to curtail, suspend or terminate certain operations.

National may require additional financing.

In order for National to have the opportunity for future success and profitability, National periodically may need to
obtain additional financing, either through borrowings, public offerings, private offerings, or some type of business
combination (e.g., merger, buyout, etc.). National has actively pursued a variety of funding sources, and has
consummated certain transactions in order to address National subsidiaries’ capital requirements. National may need to
seek to raise additional capital through other available sources, including borrowing additional funds from third
parties and there can be no assurance that National will be successful in such pursuits. Additionally, the issuance of
new securities to raise capital will cause the dilution of shares held by current National stockholders and those to be
held by current Gilman stockholders. Accordingly, if National is unable to generate adequate cash from its operations,
and if National is unable to find sources of funding, such an event would have an adverse impact on National's
liquidity and operations and adversely affect its ability to meet any net capital requirements and consummate the
merger.

23

66



Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

National is exposed to risks due to investment banking activities.

Participation in an underwriting syndicate or a selling group involves both economic and regulatory risks. An
underwriter may incur losses if it is unable to resell the securities it is committed to purchase, or if it is forced to
liquidate its commitment at less than the purchase price. In addition, under federal securities laws, other laws and
court decisions with respect to underwriters’ liabilities and limitations on the indemnification of underwriters by
issuers, an underwriter is subject to substantial potential liability for misstatements or omissions of material facts in
prospectuses and other communications with respect to such offerings. Acting as a managing underwriter increases
these risks. Underwriting commitments constitute a charge against net capital and National’s ability to make
underwriting commitments may be limited by the requirement that it must at all times be in compliance with SEC
Rule 15¢3-1(the “Net Capital Rule”™).

National’s risk management policies and procedures may leave it exposed to unidentified risks or an unanticipated
level of risk.

The policies and procedures National employs to identify, monitor and manage risks may not be fully effective. Some
methods of risk management are based on the use of observed historical market behavior. As a result, these methods
may not accurately predict future risk exposures, which could be significantly greater than the historical measures
indicate. Other risk management methods depend on evaluation of information regarding markets, clients or other
matters that are publicly available or otherwise accessible by National. This information may not be accurate,
complete, up-to-date or properly evaluated. Management of operational, legal and regulatory risks requires, among
other things, policies and procedures to properly record and verify a large number of transactions and events. National
cannot assure you that National’s policies and procedures will effectively and accurately record and verify this
information. National seeks to monitor and control National’s risk exposure through a variety of separate but
complementary financial, credit, operational and legal reporting systems. National believes that it is able to evaluate
and manage the market, credit and other risks to which it is exposed. Nonetheless, National’s ability to manage risk
exposure can never be completely or accurately predicted or fully assured. For example, unexpectedly large or rapid
movements or disruptions in one or more markets or other unforeseen developments could have a material adverse
effect on National’s results of operations and financial condition. The consequences of these developments can include
losses due to adverse changes in inventory values, decreases in the liquidity of trading positions, higher volatility in
earnings, increases in National’s credit risk to customers as well as to third parties and increases in general systemic
risk.

National depends on senior employees and the loss of their services could harm National’s business.

National depends on the continued services of National’s management team, particularly Mark D. Klein, Robert B.
Fagenson and Mark Goldwasser, as well as National’s ability to hire additional members of management, and to retain
and motivate other officers and key employees. National may not be able to find an appropriate replacement for any or
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all of the aforementioned or any other executive officer if the need should arise. If National loses the services of any
executive officers or other key personnel, National may not be able to manage and grow its operations effectively,
enter new brokerage markets or develop new products.

Failure to comply with the net capital requirements could subject National to sanctions imposed by the SEC or
FINRA.

National’s Broker-Dealer Subsidiaries are subject to the SEC’s net capital rule, which requires the maintenance of
minimum net capital. National Securities and vFinance Investments are each required to maintain $250,000 and
$1,000,000, in minimum net capital, respectively. Due to their market maker status, both broker dealer subsidiaries are
required to maintain a specified amount of capital for each security that it makes a market in, based on the bid price of
each stock. This required amount can exceed the minimum net capital requirement, and in the case of vFinance
Investments, the minimum net capital requirement has been $1,000,000 (the limit) in recent years. The net capital rule
is designed to measure the general financial integrity and liquidity of a broker-dealer. Compliance with the net capital
rule limits those operations of broker-dealers that require the intensive use of their capital, such as underwriting
commitments and principal trading activities. The rule also limits the ability of securities firms to pay dividends or
make payments on certain indebtedness, such as subordinated debt, as it matures. FINRA may enter the offices of a
broker-dealer at any time, without notice, and calculate the firm’s net capital. If the calculation reveals a deficiency in
net capital, FINRA may immediately restrict or suspend certain or all of the activities of a broker-dealer. National’s
Broker-Dealer Subsidiaries may not be able to maintain adequate net capital, or their net capital may fall below
requirements established by the SEC, and subject National to disciplinary action in the form of fines, censure,
suspension, expulsion or the termination of business altogether. In addition, if these net capital rules are changed or
expanded, or if there is an unusually large charge against net capital, operations that require the intensive use of
capital would be limited. A large operating loss or charge against net capital could adversely affect National’s ability to
expand or even maintain present levels of business, which could have a material adverse effect on National’s business.
In addition, National’s Broker-Dealer Subsidiaries may become subject to net capital requirements in other foreign
jurisdictions in which it currently operates or which it may enter. National cannot predict its future capital needs or its
ability to obtain additional financing.
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National’s business could be adversely affected by a breakdown in the financial markets.

As a securities broker-dealer, the business of each of National’s Broker-Dealer Subsidiaries is materially affected by
conditions in the financial markets and economic conditions generally, both in the United States and elsewhere around
the world. Many factors or events could lead to a breakdown in the financial markets including war, terrorism, natural
catastrophes and other types of disasters. These types of events could cause people to begin to lose confidence in the
financial markets and their ability to function effectively. If the financial markets are unable to effectively prepare for
these types of events and ease public concern over their ability to function, National’s revenues are likely to decline
and its operations are likely to be adversely affected.

National’s revenues may decline in adverse market or economic conditions.

Unfavorable financial or economic conditions may reduce the number and size of the transactions in which National
provides underwriting services, merger and acquisition consulting and other services. National’s investment banking
revenues, in the form of financial advisory, placement agent and underwriting fees, are directly related to the number
and size of the transactions in which National participate and would therefore be adversely affected by a sustained
market downturn. Additionally, a downturn in market conditions could lead to a decline in the volume of transactions
that National executes for its customers and, therefore, to a decline in the revenues it receives from commissions and
spreads. National must review customer relationships for impairment whenever events or circumstances indicate that
impairment may be present, which may result in a material, non-cash write down of customer relationships. A
significant decrease in revenues or cash flows derived from acquired customer relationships could result in a material,
non-cash write-down of customer relationships. Such impairment would have a material adverse impact on National’s
results of operations and stockholders’ equity.

Market fluctuations and volatility may reduce National’s revenues and profitability.

Financial markets are susceptible to severe events evidenced by rapid depreciation in asset values accompanied by a
reduction in asset liquidity, such as the asset price deterioration in the subprime residential mortgage market.

National’s revenue and profitability may be adversely affected by declines in the volume of securities transactions and
in market liquidity. Additionally, National’s profitability may be adversely affected by losses from the trading or
underwriting of securities or failure of third parties to meet commitments. National acts as a market maker in publicly
traded common stocks. In market making transactions, National undertakes the risk of price changes or being unable

to resell the common stock it holds or being unable to purchase the common stock it has sold. These risks are
heightened by the illiquidity of many of the common stocks National trades and/or makes a market. Any losses from
National’s trading activities, including as a result of unauthorized trading by National employees, could have a material

69



Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

adverse effect on its business, financial condition, results of operations or cash flows.

Lower securities price levels may also result in a reduced volume of transactions, as well as losses from declines in the
market value of common stocks held for trading purposes. During periods of declining volume and revenue, National’s
profitability would be adversely affected. Declines in market values of common stock and the failure of issuers and
third parties to perform their obligations can result in illiquid markets.

National generally maintain trading and investment positions in the equity markets. To the extent that National’s own
assets, i.e., have long positions, a downturn in those markets could result in losses from a decline in the value of such
long positions. Conversely, to the extent that National has sold assets that National does not own, i.e., have short
positions in any of those markets, an upturn could expose it to potentially unlimited losses as National attempts to
cover its short positions by acquiring assets in a rising market.
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National may, from time to time, have a trading strategy consisting of holding a long position in one asset and a short
position in another from which National expects to earn revenues based on changes in the relative value of the two
assets. If, however, the relative value of the two assets changes in a direction or manner that National did not
anticipate or against which it has not hedged, National might realize a loss in those paired positions. In addition,
National maintains trading positions that can be adversely affected by the level of volatility in the financial markets,
i.e., the degree to which trading prices fluctuate over a particular period, in a particular market, regardless of market
levels.

National is a holding company and depends on payments from its subsidiaries.

National depends on dividends, distributions and other payments from its subsidiaries to fund its obligations.
Regulatory and other legal restrictions may limit National’s ability to transfer funds freely, either to or from National’s
subsidiaries. In particular, National’s Broker-Dealer Subsidiaries are subject to laws and regulations that authorize
regulatory bodies to block or reduce the flow of funds to the parent holding company, or that prohibit such transfers
altogether in certain circumstances. These laws and regulations may hinder National’s ability to access funds that it
may need to make payments on its obligations. In addition, because National’s interests in the firm’s subsidiaries
consist of equity interests, its rights may be subordinated to the claims of the creditors of these subsidiaries.

Competition with other financial firms may have a negative effect on National’s business.

National competes directly with national and regional full-service broker-dealers and a broad range of other financial
service firms, including banks and insurance companies. Competition has increased as smaller securities firms have
either ceased doing business or have been acquired by or merged into other firms. Mergers and acquisitions have
increased competition from these firms, many of which have significantly greater financial, technical, marketing and
other resources than National. Many of these firms offer their customers more products and research than currently
offered National. These competitors may be able to respond more quickly to new or changing opportunities,
technologies and client requirements. National also faces competition from companies offering discount and/or
electronic brokerage services, including brokerage services provided over the Internet, which National is currently not
offering and does not intend to offer in the foreseeable future. These competitors may have lower costs or provide
more services, and may offer their customers more favorable commissions, fees or other terms than those offered by
National. To the extent that issuers and purchasers of securities transact business without National’s assistance, its
operating results could be adversely affected.

If National does not continue to develop and enhance its services in a timely manner, its business may be harmed.
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National’s future success will depend on its ability to develop and enhance its services and add new services. National
operates in a very competitive industry in which the ability to develop and deliver advanced services through the
Internet and other channels is a key competitive factor. There are significant risks in the development of new or
enhanced services, including the risks that National will be unable to:

effectively use new technologies;

adapt National’s services to emerging industry or regulatory standards; or

market new or enhanced services.

If National is unable to develop and introduce new or enhanced services quickly enough to respond to market or
customer requirements or to comply with emerging industry standards, or if these services do not achieve market
acceptance, its business could be seriously harmed.
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National is currently subject to extensive securities regulation and the failure to comply with these regulations
could subject it to penalties or sanctions.

The securities industry and National’s business are subject to extensive regulation by the SEC, state securities
regulators and other governmental regulatory authorities. National is also regulated by industry self-regulatory
organizations, including FINRA, the MSRB and the NFA. National’s Broker-Dealer Subsidiaries are registered
broker-dealers with the SEC and member firms of FINRA. Broker-dealers are subject to regulations which cover all
aspects of the securities business, including sales methods and supervision, trading practices among broker-dealers,
use and safekeeping of customers’ funds and securities, capital structure of securities firms, record keeping, and the
conduct of directors, officers and employees. Changes in laws or regulations or in governmental policies could cause
National to change the way National conducts its business, which could adversely affect National.

Compliance with many of the regulations applicable to National’s subsidiaries involves a number of risks, particularly
in areas where applicable regulations may be subject to varying interpretation. These regulations often serve to limit
National’s activities, including through net capital, customer protection and market conduct requirements. If National
is found to have violated an applicable regulation, administrative or judicial proceedings may be initiated against it
that may result in a censure, fine, civil penalties, issuance of cease-and-desist orders, the deregistration or suspension
of its regulated activities, the suspension or disqualification of its officers or employees, or other adverse
consequences. The imposition of any of these or other penalties could have a material adverse effect on National’s
operating results and financial condition.

National relies on clearing brokers and unilateral termination of the agreements with these clearing brokers could
disrupt its business.

National’s Broker-Dealer Subsidiaries are introducing brokerage firms, using third party clearing brokers to process
National’s securities transactions and maintain customer accounts. The clearing brokers also provide billing services,
extend credit and provide for control and receipt, custody and delivery of securities. National depends on the
operational capacity and ability of the clearing brokers for the orderly processing of transactions. In addition, by
engaging the processing services of a clearing firm, National is exempt from some capital reserve requirements and
other regulatory requirements imposed by federal and state securities laws. If the clearing agreements are unilaterally
terminated for any reason, National would be forced to find alternative clearing firms without adequate time to
negotiate the terms of a new clearing agreement and without adequate time to plan for such change. There can be no
assurance that if there were a unilateral termination of a clearing agreement that National would be able to find an
alternative clearing firm on acceptable terms to it or at all.

National permits its clients to purchase securities on a margin basis or sell securities short, which means that the
clearing firm extends credit to the client secured by cash and securities in the client’s account. During periods of
volatile markets, the value of the collateral held by the clearing brokers could fall below the amount borrowed by the
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client. If margin requirements are not sufficient to cover losses, the clearing brokers sell or buy securities at prevailing
market prices, and may incur losses to satisfy client obligations. National has agreed to indemnify the clearing brokers
for losses they incur while extending credit to National’s clients.

Credit risk exposes National to losses caused by financial or other problems experienced by third parties.

National is exposed to the risk that third parties that owe it money, securities or other assets will not perform their
obligations. These parties include trading counterparts, customers, clearing agents, exchanges, clearing houses, and
other financial intermediaries as well as issuers whose securities National holds. These parties may default on their
obligations owed to National due to bankruptcy, lack of liquidity, operational failure or other reasons. This risk may
arise, for example, from holding securities of third parties, executing securities trades that fail to settle at the required
time due to non-delivery by the counterparty or systems failure by clearing agents, exchanges, clearing houses or other
financial intermediaries, and extending credit to clients through bridge or margin loans or other arrangements.
Significant failures by third parties to perform their obligations owed to National could adversely affect its revenues
and perhaps its ability to borrow in the credit markets.
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Adverse results of current litigation and potential securities law liability would result in financial losses and divert
management’s attention from National’s business.

Many aspects of National’s business involve substantial risks of liability. There is a risk of litigation and arbitration
within the securities industry, including class action suits seeking substantial damages. National is subject to actual
and potential claims by dissatisfied customers, including claims alleging they were damaged by improper sales
practices such as unauthorized trading, sale of unsuitable securities, use of false or misleading statements in the sale of
securities, mismanagement and breach of fiduciary duty. National may be liable for the unauthorized acts of its retail
brokers if National fails to adequately supervise their conduct. As an underwriter, National may be subject to
substantial potential liability under federal and state law and court decisions, including liability for material
misstatements and omissions in securities offerings. National may be required to contribute to a settlement, defense
costs or a final judgment in legal proceedings or arbitrations involving a past underwriting and in actions that may
arise in the future. National carries “Errors and Omissions” insurance to protect against such legal actions, however, the
policy is limited in items and amounts covered and there can be no assurance that it will cover a particular complaint.
The adverse resolution of any legal proceeding involving National and/or its subsidiaries could have a material
adverse effect on National’s business, financial condition, results of operations or cash flows.

National faces significant competition for registered representatives.

National is dependent upon the independent contractor model for its retail brokerage business. A significant
percentage of National’s retail registered representatives are independent contractors. National is exposed to the risk
that a large group of independent contractors could leave the firm or decide to affiliate with another firm and that
National will be unable to recruit suitable replacements. A loss of a large group of National independent contractors
could have a material adverse impact on its ability to generate revenue in the retail brokerage business.

The precautions National takes to prevent and detect employee misconduct may not be effective, and it could be
exposed to unknown and unmanaged risks or losses.

National runs the risk that employee misconduct could occur. Misconduct by employees could include:

employees binding National to transactions that exceed authorized limits or present unacceptable risks to National;

employees hiding unauthorized or unsuccessful activities from National; or
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the improper use of confidential information.

These types of misconduct could result in unknown and unmanaged risks or losses to National including regulatory
sanctions and serious harm to National’s reputation. The precautions National takes to prevent and detect these
activities may not be effective. If employee misconduct does occur, National’s business operations could be materially
adversely affected.

Internet and internal computer system failures or compromises of National’s systems or security could damage its
reputation and harm its business.

Although a significant portion of National’s business is conducted using traditional methods of contact and
communications such as face-to-face meetings, a portion of National’s business is conducted through the Internet.
National could experience system failures and degradations in the future.

National cannot assure you that it will be able to prevent an extended and/or material system failure if any of the
following events occur:

human error;

subsystem, component, or software failure;
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a power or telecommunications failure;

an earthquake, fire, or other natural disaster or act of God;

hacker attacks or other intentional acts of vandalism; or

terrorist acts or war.

Failure to adequately protect the integrity of National’s computer systems and safeguard the transmission of
confidential information could harm its business.

The secure transmission of confidential information over public networks is a critical element of National’s operations.
National relies on encryption and authentication technology to provide the security and authentication necessary to
effect secure transmission of confidential information over the Internet. National does not believe that it has
experienced any security breaches in the transmission of confidential information, however National cannot assure
you that advancements in computer capabilities, new discoveries in the field of cryptography or other events or
developments will not result in a compromise of the technology or other algorithms used by its vendors and National
to protect client transaction and other data. Any compromise of National’s systems or security could harm National
business.

National common stock has low trading volume and any sale of a significant number of shares is likely to depress
the trading price.

National common stock is quoted on the OTC Bulletin Board. Traditionally, the trading volume of the common stock
has been limited. For example, for the 30 trading days ending on June 28, 2013, the average daily trading volume was
approximately 16,100 shares per day and on certain days there was no trading activity. During such 30-day period the
closing price of National common stock ranged from a high of $0.30 to a low of $0.24. Because of this limited trading
volume, holders of National common stock may not be able to sell quickly any significant number of such shares, and
any attempted sale of a large number of National shares will likely have a material adverse impact on the price of
National common stock. Because of the limited number of shares being traded, the price per share is subject to
volatility and may continue to be subject to rapid price swings in the future.

The price of National common stock is volatile.
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The price of National common stock has fluctuated substantially. The market price of National common stock may be
highly volatile as a result of factors specific to National and the securities markets in general. Factors affecting
volatility may include: variations in National’s annual or quarterly financial results or those of its competitors;
economic conditions in general; and changes in applicable laws or regulations, or their judicial or administrative
interpretations affecting National or its subsidiaries or the securities industry. In addition, volatility of the market price
of National common stock is further affected by its thinly-traded nature.

National principal stockholders, including its directors and officers, control a large percentage of shares of
National common stock and can significantly influence National’s corporate actions.

As of June 30, 2013, National’s executive officers, directors and/or entities that these individuals are affiliated with,
owned approximately 27.5% of National’s outstanding common stock, or approximately 27.9% on a fully-diluted
basis. Accordingly, these individuals and entities will be able to significantly influence most, if not all, of National’s
corporate actions, including the election of directors, the appointment of officers, and potential merger or acquisition
transactions.

Because National common stock may be subject to “penny stock” rules, the market for National common stock
may be limited.

If National common stock becomes subject to the SEC’s penny stock rules, broker-dealers may experience difficulty in
completing customer transactions and trading activity in National securities may be adversely affected. If at any time
the common stock has a market price per share of less than $5.00, and National does not have net tangible assets of at
least $2,000,000 or average revenue of at least $6,000,000 for the preceding three years, transactions in the common
stock may be subject to the “penny stock™ rules promulgated under the Exchange Act. Under these rules, broker-dealers
that recommend such securities to persons other than institutional accredited investors:
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must make a special written suitability determination for the purchaser;

receive the purchaser’s written agreement to a transaction prior to sale;

provide the purchaser with risk disclosure documents which identify certain risks associated with investing in “penny
stocks” and which describe the market for these “penny stocks™ as well as a purchaser’s legal remedies; and

obtain a signed and dated acknowledgment from the purchaser demonstrating that the purchaser has actually received
the required risk disclosure document before a transaction in a “penny stock” can be completed.

If National common stock becomes subject to these rules, broker-dealers may find it difficult to effectuate customer
transactions and trading activity in National securities may be adversely affected. As a result, the market price of
National securities may be depressed, and stockholders may find it more difficult to sell National securities.

There are risks associated with National common stock trading on the OTC Bulletin Board rather than on a
national exchange.

There may be significant consequences associated with National common stock trading on the OTC Bulletin Board
rather than a national exchange. The effects of not being able to list National common stock securities on a national
exchange include:

limited release of the market price of National securities;

limited news coverage;

limited interest by investors in National securities;

volatility of National common stock price due to low trading volume;

increased difficulty in selling National securities in certain states due to “blue sky”
restrictions; and

limited ability to issue additional securities or to secure additional financing.
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National’s board of directors can issue shares of “blank check” preferred stock without further action by
National’s stockholders.

National’s board of directors has the authority, without further action by National stockholders, to issue up to
10,000,000 shares of preferred stock in one or more series and to fix the rights, preferences, privileges and restrictions
in each series of the preferred stock, including:

dividend rights;

conversion rights;

voting rights, which may be greater or lesser than the voting rights of National common stock;

rights and terms of redemption;

30

80



Edgar Filing: NATIONAL HOLDINGS CORP - Form S-4

liquidation preferences; and

sinking fund terms.

As of June 30, 2013, there are no shares of National preferred stock outstanding. The issuance of shares of National
preferred stock, could adversely affect the voting power of holders of National common stock and the likelihood that
these holders will receive dividends and payments upon National liquidation and could have the effect of delaying,
deferring or preventing a change in control of National.

National does not expect to pay any dividends on National common stock in the foreseeable future.

National does not anticipate that it will pay any dividends to holders of National common stock in the foreseeable
future. National expects to retain all future earnings, if any, for investment in National’s business.

Risks Related to Gilman’s Business

Gilman’s insurance coverage may be inadequate, resulting in an increase in its out-of-pocket costs.

Gilman’s insurance carrier interrelated all claims involving the variable annuity sales practices of certain registered
representatives of PCS that involve an SEC Order Instituting Administrative and Cease-And-Desist Proceedings
Pursuant to Section 8A of the Securities Act of 1933, Sections 15(b) and 21(c) of the Exchange Act, and Section
203(f) of the Investment Advisors Act of 1940. The total remaining insurance coverage for all of these claims has
been exhausted after settling claims. As a result, Gilman could be required to pay significant additional costs out of
pocket, which would reduce its working capital and have a material adverse effect on its results of operations.

As of March 31, 2013, Gilman had a 6.0 million deficit in working capital. Gilman will need additional capital to
continue operations and to successfully execute its strategic plan including expanding its business plans and
pursuing acquisitions. Failure to obtain capital could have an adverse effect upon Gilman’s business and its
strategic plan, including expanding its business plans and pursuing acquisitions.

The capital raised by Gilman in the recent past has been through the private sale of notes and Gilman common stock
and there is no assurance that it will be able to continue to do so. Gilman’s inability to find other sources of financing
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or its inability to raise additional capital through private sales could have an adverse effect upon its business strategic
plan including expanding its business plans and pursuing acquisitions.

Gilman’s business has and may continue to be harmed by market volatility and declines in general economic
conditions.

When financial markets have deteriorated in the past, Gilman’s financial planning channel has suffered decreased
revenues. Gilman’s revenue and profitability may continue to be adversely affected by future declines in the volume of
securities transactions and in market liquidity, which generally result in lower revenues from trading activities and
commissions. Lower securities price levels may also result in a reduced volume of transactions as well as losses from
declines in the market value of securities held in trading, investment and underwriting positions. In periods of low
volume, the fixed nature of certain expenses, including salaries and benefits, computer hardware and software costs,
communications expenses and office leases will adversely affect profitability. Sudden sharp declines in market values
of securities, like that experienced in the past, and the failure of issuers and counterparts to perform their obligations
have resulted in illiquid markets in which Gilman has and may continue to incur losses in principal trading and market
making activities.

Gilman has a history of losses and may incur losses in the future.

Gilman incurred losses in fiscal years 2012, 2011, and 2010, and may incur losses again in the future. As of March 31,
2013, Gilman’s accumulated deficit was $35.4 million. If Gilman fails to earn profits, the value of a stockholder’s
investment may decline.
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Litigation could have an adverse effect on Gilman’s operating results and could harm Gilman's ability to
effectively manage its business.

If Gilman was to be found liable to clients for misconduct alleged in civil proceedings, its operations may be

adversely affected. Many aspects of Gilman’s business involve substantial risks of liability. There has been an increase
in litigation and arbitration within the securities industry in recent years, including class action suits seeking
substantial damages. Broker-dealers such as PCS are subject to claims by dissatisfied clients, including claims

alleging they were damaged by improper sales practices such as unauthorized trading, churning, sales of unsuitable
securities, use of false or misleading statements in the sale of securities, mismanagement and breach of fiduciary duty.
Broker-dealers may be liable for the unauthorized acts of their retail brokers and independent contractors if they fail to
adequately supervise their conduct. PCS is a defendant and respondent in lawsuits and FINRA arbitrations in the
ordinary course of business. PCS maintains securities broker-dealer’s professional liability insurance to insure against
this risk, but the insurance policy contains a deductible, a cap on each claim and a cumulative cap on coverage. In
addition, certain activities engaged in by brokers may not be covered by such insurance. The adverse resolution of any
legal proceedings involving Gilman could have a material adverse effect on Gilman’s business, financial condition, and
results of operations or cash flows. In addition, any litigation could divert management’s attention from operating
Gilman’s business.

Certain private stockholders, including some of Gilman’s directors and officers, control a substantial interest in
Gilman and thus may influence certain actions requiring a vote of Gilman’s stockholders.

On August 20, 2007, Michael Ryan (Gilman’s Chief Executive Officer and President), Carole Enisman (former
Executive Vice President of Operations and Michael Ryan’s wife), Ted Finkelstein (Gilman’s Vice President, General
Counsel and Secretary), Dennis Conroy (Gilman’s former Chief Accounting Officer), Prime Partners, Inc. and Prime
Partners II, LLC (companies controlled by Michael Ryan), Wynnefield Small Cap Value Offshore Fund, Ltd.,
Wynnefield Partners Small Cap Value, L.P., Wynnefield Partners Small Cap Value, L.P.I and WebFinancial
Corporation entered into a Shareholders Agreement concerning the voting of their shares of Gilman common stock.
These stockholders collectively own approximately 64.6% of Gilman’s issued and outstanding shares of common
stock. Pursuant to the Shareholders Agreement, these stockholders have the ability to influence certain actions
requiring a stockholder vote, including, the election of directors. This concentration of ownership and control by these
stockholders could delay or prevent a change in Gilman's control or other action, even when a change in control or
other action might be in the best interests of Gilman’s other stockholders.

In addition, each of Michael Ryan (Gilman’s Chief Executive Officer and President), Carole Enisman (former
Executive Vice President of Operations and Michael Ryan’s wife), Ted Finkelstein (Gilman’s Vice President, General
Counsel and Secretary), Edward Cohen (Gilman director), Fredrick Wasserman (Gilman director), John Levy (Gilman
director), Allan Page (Gilman director), James Ciocia (Gilman director), Prime Partners II, LLC (company controlled
by Michael Ryan), Prime Partners, Inc. (company controlled by Michael Ryan), Wynnefield Partners Small Cap Value
L.P. I, Wynnefield Partners Small Cap Value L.P., Wynnefield Small Cap Value Offshore Fund, Ltd. and Dennis
Conroy (Gilman’s former Chief Accounting Officer) have each entered into a voting and support agreement with
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National, Merger Sub and Gilman, under which they agreed, among other things, to vote certain shares of Gilman
common stock as to which they have the right to vote (58,439,849 shares, or 60.3% of the outstanding shares of
Gilman common stock on the record date) in favor of the adoption of the merger agreement and approval of the
merger and the other transactions contemplated by the merger agreement, subject to their right to approve a superior
proposal.

Gilman’s staggered board may entrench management, could prevent or delay a change of control of Gilman and
discourage unsolicited stockholder proposals or bids for Gilman common stock that may be in the best interests of
Gilman stockholders.

Gilman's restated certificate of incorporation provides that Gilman’s board of directors is divided into three classes,
serving staggered three-year terms. As a result, at any annual meeting only a minority of Gilman’s board of directors
will be considered for election. Since Gilman’s staggered board prevents its stockholders from replacing a majority of
Gilman’s board of directors at any annual meeting, it may entrench management, delay or prevent a change in Gilman’s
control and discourage unsolicited stockholder proposals or unsolicited bids for Gilman’s common stock that may be in
the best interests of its stockholders.
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Gilman’s operations may be adversely affected if it is not able to make acquisitions.

If Gilman does not close on acquisitions, have the appropriate capital available to make acquisitions or does not make
acquisitions on economically acceptable terms, its operations may be adversely affected. Gilman plans to continue to
expand in the area of tax and accounting services by expanding the business through acquisitions. Gilman’s revenue
growth will in large part depend upon the expansion of existing business and the successful integration and
profitability of acquisitions.

Making and integrating acquisitions could impair Gilman's operating results.

Gilman’s current strategy is to actively pursue acquisitions of tax preparation and accounting firms. Acquisitions
involve a number of risks, including: diversion of management’s attention from current operations; disruption of
Gilman’s ongoing business; difficulties in integrating and retaining all or part of the acquired business, its customers
and its personnel; and the effectiveness of the acquired company’s internal controls and procedures. The individual or
combined effect of these risks could have an adverse effect on Gilman’s business. In paying for an acquisition, Gilman
may deplete its cash resources. Furthermore, there is the risk that Gilman’s valuation assumptions, customer retention
expectations and its models for an acquired product or business may be erroneous or inappropriate due to foreseen or
unforeseen circumstances and thereby cause Gilman to overvalue an acquisition target. There is also the risk that the
contemplated benefits of an acquisition may not materialize as planned or may not materialize within the time period
or to the extent anticipated.

Gilman’s operations may be adversely affected if it is not able to expand its financial planning business by hiring
additional financial planners and opening new offices.

If the financial planners that Gilman presently employs or recruits do not perform successfully, its operations may be
adversely affected. Gilman plans to continue to expand in the area of financial planning, by expanding the business of
presently employed financial planners and by recruiting additional financial planners. Gilman’s revenue growth will in
large part depend upon the expansion of existing business and the successful integration and profitability of the
recruited financial planners. Gilman’s growth will also depend on the success of independent financial planners who
are recruited to join Gilman.

Gilman’s cost cutting strategy could adversely affect its operations.
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As a result of declines in the financial markets, Gilman has consolidated certain job functions and implemented other
cost cutting measures. There is no assurance that Gilman’s cost cutting strategy will be efficient or that such strategy
will not have an adverse impact on its operations.

Gilman’s consolidated financial statements do not include any adjustments that might result from the opening of
new offices or from the uncertainties of a shift in its business.

Gilman may choose to open new offices. When Gilman opens a new office, it incurs significant expenses to build out
the office and to purchase furniture, equipment and supplies. Gilman has found that a new office usually suffers a loss
in its first year of operation, shows no material profit or loss in its second year of operation and does not attain
profitability, if ever, until its third year of operation. Therefore, Gilman’s operating results could be materially
adversely affected in any year that it opens a signific