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Item 3.02 Unregistered Sales of Equity Securities

On October 31, 2006, Empire issued a total of 1,166,666 shares of its common stock upon conversion of 7,000 shares of Series B Convertible
Preferred Stock, each with a stated value of $100.00 per share, at a conversion price of $0.60 per share, and a total of 100,000 shares of its
common stock upon conversion of 2,000 shares of Series D Convertible Preferred Stock, each with a stated value of $100.00 per share, at a
conversion price of $2.00 per share. The underlying shares of Series B Convertible Preferred Stock were previously purchased on May 20, 2005
for an aggregate purchase price of $700,000, and the shares of Series D Convertible Preferred Stock were acquired on May 20, 2005 in
satisfaction of $200,000 in legal fees. The above issuances bring the aggregate total unregistered sales of Empire s equity securities sold since
June 30, 2006 to more than 5% of its outstanding common stock at August 9, 2006 as reported in Empire s quarterly report on Form 10-QSB for
the quarter ended June 30, 2006.

The above shares were issued upon conversion of restricted preferred stock acquired for investment by accredited investors and will be issued
without registration under the Securities Act of 1933, as amended, pursuant to the exemptions provided under sections 4(6) and 4(2) thereof, and
pursuant to the exemption provided by Regulation D. All the securities are restricted securities and bear a restrictive legend. The common stock
sold and issued on the conversion of preferred stock in the above transactions is also subject to stop transfer restrictions.

Also, on October 23 and October 30, 2006, Empire issued, pursuant to the exercise of 18,000 options granted under its 2000 Equity Incentive
Plan, a total of 16,526 shares of its common stock, par value $0.01 per share, at an option price ranging from $1.00 to $1.20 per share. The sale
of these shares was registered under the Securities Act of 1933, as amended, pursuant to a registration statement filed on Form S-8.

Additionally, on October 30, 2006, Empire issued a total of 151,515 shares of its common stock, the sale of which was previously reported in
Empire s quarterly report for the quarter ended June 30, 2005.

With the issuance of the above shares, the total number of issued and outstanding shares of Empire common stock is 8,292,229.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Current Report on Form 8-K to be
signed on its behalf by the undersigned, hereunto duly authorized.

Empire Financial Holding Company

Dated: November 2, 2006 By: /s/Donald A. Wojnowski. Jr.
Donald A. Wojnowski, Jr.
President
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