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                                  UNITED STATES

                       SECURITIES AND EXCHANGE COMMISSION

                             WASHINGTON, D.C. 20549

                                    FORM 10-Q

|X|      QUARTERLY  REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES  EXCHANGE
         ACT OF 1934 For the quarterly period ended September 30, 2006
                                                    ------------------

| |      TRANSITION  REPORT  PURSUANT  TO SECTION 13 OR 15(d) OF THE  SECURITIES
         EXCHANGE ACT OF 1934 For the transition period from         to
                                                             -------    --------

                         COMMISSION FILE NUMBER 0-23970

                            FALCONSTOR SOFTWARE, INC.
             ------------------------------------------------------
             (Exact name of registrant as specified in its charter)

       Delaware                                                  77-0216135
------------------------                                     -------------------
(State of Incorporation)                                      (I.R.S. Employer
                                                             Identification No.)

        2 Huntington Quadrangle
           Melville, New York                                            11747
----------------------------------------                              ----------
(Address of principal executive offices)                              (Zip code)

        Registrant's telephone number, including area code: 631-777-5188

         Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the  Securities  Exchange  Act of
1934  during  the  preceding  12 months  (or for such  shorter  period  that the
registrant was required to file such reports),  and (2) has been subject to such
filing requirements for the past 90 days. Yes X  No
                                             ---    ---

         Indicate by check mark whether the  registrant  is a large  accelerated
filer,  an accelerated  filer,  or a  non-accelerated  filer.  See definition of
"accelerated  filer and large  accelerated  filer" in Rule 12b-2 of the Exchange
Act.

 Large Accelerated Filer      Accelerated Filer  X   Non-Accelerated Filer
                         ---                    ---                        ---

         Indicate by check mark whether the  registrant  is a shell  company (as
defined in Rule 12b-2 of the Exchange Act). Yes      No  X
                                                ---     ---

         The  number of shares of Common  Stock  issued  and  outstanding  as of
October 24, 2006 was 48,919,480 and 48,054,280, which includes redeemable common
shares.
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