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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-K

(X) ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(dfFdHE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended September 30, 2006
OR

() TRANSITION REPORT PURSUANT TO SECTION 13 OR @pOF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 0-26906

ASTA FUNDING, INC.

(EXACT NAME OF REGISTRANT SPECIFIED IN ITS CHARTER)

Delaware 22-3388607
(STATE OR OTHER JURISDICTIO--I\-I OF (LR.S. EMPLOYER
INCORPORATION OR ORGANIZATION) IDENTIFICATION NO.)
210 Sylvan Avenue, Englewood Cliffs, NJ 07632
(ADDRESS OF PRINCIPAL EXECU'FIVE OFFICES) (ZIP CODE)

Issuer's telephone number, including area codd:)(267-5648
Securities registered pursuant to Section 12(b) dfie Exchange Act: None
Securities registered pursuant to Section 12(g) ¢tie Exchange Act:

Common Stock, par value $.01 per share
(Title of Class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edb#turities Act Yes () No (X)
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act Yes () No (X)

Indicate by check mark whether the registrantfi(@l all reports required to be filed by Sectiahdr 15(d) of the Exchange Act of 1934
during the preceding 12 months (or for such shqréeiod that the registrant was required to filetsteports), and (2) has been subject to
filing requirements for the past 90 days. Yes (0 (N

Indicate by check mark if disclosure of delinquiélers pursuant to

Item 405 of Regulation S-K (Section 229.405 of tthapter) is not contained herein, and will notbetained, to the best of the registrant's
knowledge, in definitive proxy or information statents incorporated by reference in Part Il of thism 10-K or any amendment to this
Form 10-K. ()

Indicate by check mark whether the registrantlarge accelerated filer or a non-accelerated f8ee definition of "accelerated filer and large
accelerated filer" in Rule 1:-2 of the Exchange A«



Large accelerated filer () Accelerated filer (X3iNaccelerated filer ()

Indicate by check mark whether the registrantshell company (as defined in Rule -2 of the Act). Yes () No (X



The aggregate market value of voting and nonvatosrgmon equity held by non-affiliates of the registrwas approximately $331,674,000,
as of the last business day of the registrant's reoently completed second fiscal quarter.

As of December 8,2006, the registrant had 13,765sh@ares of Common Stock issued and outstanding.
Documents Incorporated by Reference:

The information called for by Part Il of this Forb®-K is incorporated by reference from the Comfm®Ryoxy Statement to be filed with the
Commission on or before January 26, 2007.
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Caution Regarding Forward Looking Statements

This Annual Report on Form 10-K contains certaimfard-looking statements within the meaning of Biwate Securities Litigation Reform
Act of 1995. Forwardeoking statements typically are identified by a$eéerms such as "may", "will", "should", "plan'gXpect”, "anticipate'
"estimate", and similar words, although some fodsaoking statements are expressed differentlywBod looking statements represent our
judgment regarding future events, but we can givassurance that such judgments will prove to loeecb Such statements are subjec
risks and uncertainties that could cause actualtee® differ materially from those projected unch forward-looking statements. Certain
factors which could materially affect our resuliglaur future performance are described below utiisk Factors" and "Critical Accountil
Policies" in "lItem 7. Management's Discussion amalfsis of Financial Condition and Results of Ogiers." Forward-looking statements
are inherently uncertain as they are based onrtLesg@ectations and assumptions concerning futeeats and are subject to numerous kn
and unknown risks and uncertainties. We cautionnaiuo place undue reliance on these forward-logkstatements, which are only
predictions and speak only as of the date of #p®rt. Except as required by law, we undertakebligation to update or publicly announce
revisions to any forward-looking statements togefflfuture events or developments. Unless the gbotkerwise requires, the terms "we",
"us”, "the Company", or "our" as used herein rédefsta Funding, Inc. and our subsidiaries.

Part |
Item 1. Business.
Overview

The Company acquires, manages, collects and sempar#folios of consumer receivables for its ownamt. These portfolios generally
consist of one or more of the following types ofhsomer receivables:

o charged-off receivables -- accounts that have bea#ten-off by the originators and may have bpesviously serviced by collection
agencies;

o semi-performing receivables -- accounts wheradti#tor is currently making partial or irregular minly payments, but the accounts may
have been written-off by the originators; and

o performing receivables -- accounts where theatébtmaking regular monthly payments that may aymot have been delinquent in the
past.

We acquire these consumer receivable portfoli@ssignificant discount to the total amounts acyualled by the debtors. We acquire these
portfolios after a qualitative and quantitative lges of the underlying receivables and calculbteurchase price so that our estimated cash
flow offers us an adequate return on our investraéiet servicing expenses. After purchasing a pbotfwe actively monitor its performance
and review and adjust our collection and servigtigtegies accordingly.
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We purchase receivables from creditors and otlmeosiggh privately negotiated direct sales, brokéradsactions and auctions in which sel
of receivables seek bids from several pre-qualifieldt purchasers. These receivables consist phnudiMasterCard(R), Visa(R), private
label credit card accounts, and telecommunicati@rge-offs, among other types of receivables. Wsyminew acquisitions of consumer
receivable portfolios from originators of consurdebt, on an ongoing basis through:

o our relationships with industry participants,leotion agencies, investors and our financing sesjrc
o brokers who specialize in the sale of consumm@ivable portfolios; and
o other sources.

Our objective is to maximize our return on investma acquired consumer receivable portfolios. Assult, before acquiring a portfolio, we
analyze the portfolio to determine how to best nmézé collections in a cost efficient manner andidieevhether to use our internal servicing
and collection department, third-party collectigeacies and attorneys, or a combination of allelmgtions.

If we elect to outsource the servicing of receieabbur management typically determines the apiatepthird-party collection agencies and
attorneys based on the type of receivables purdh&smce a group of receivables is sent to thirdypeollection agencies and attorneys, our
management actively monitors and reviews the thady collection agencies' and attorneys' perfomaam an ongoing basis. Based on
portfolio performance considerations, our manageragher will move certain receivables from onedkparty collection agency and attorr
to another or to our internal servicing departmgeittanticipates that this will result in an ine®e in collections or it will sell the portfolia |
December 2002, we acquired a collection centerchiviikpanded our internal collection and serviciagabilities. The collection center
currently employs approximately 60 staff, includgenior management and has the capacity for marefi0 employees. We believe that
retention of these employees, as well as the isedtaapacity available at the collection centelt,metter assist us in monitoring our third-
party collection agencies and attorneys, whilergjuiis greater flexibility in the future for servigi a larger percentage of our consumer
receivable portfolios in-house.

We acquire portfolios through a combination of intdly generated cash flow and bank debt. In thet, man certain large portfolio acquisitic
we have partnered with a large financial institatio which we shared in the finance income gendraxtam the collections on the portfolios.

For the years ended September 30, 2006, 2005 d@+ &0r finance income was approximately $101.0ionil $69.5 million and $51.2
million, respectively, and our net income was appnately $45.8 million, $31.0 million and $22.2 iwh, respectively. During these same
years our net cash collections were approximat2iy$ million, $168.9 million and $114.0 milliorespectively

We were formed in 1994 as an affiliate of Asta Grdacorporated, an entity owned by Arthur Stewur, Ghairman of the Board and an
Executive Vice President, Gary Stern, our PresidedtChief Executive Officer, and other memberthefStern family, to purchase, at a
small discount to face value, retail installmeriesaontracts secured by motor vehicles. We be@ameblic company in November 1995. In
1999, we decided to capitalize on our managementte than 40 years of experience and expertisegniang and managing consumer
receivable portfolios for Asta Group. As a reswg, ceased purchasing automobile contracts and tidthassistance and financial support of
Asta Group and a partner, purchased our first @@mt consumer receivable portfolio. Since thestaAGroup ceased acquiring consumer
receivable portfolios and, accordingly, does nahpete with us.
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Industry Overview

The purchasing, servicing and collection of chargdsemi-performing and performing consumer reables is a growing industry that is
driven by:

o increasing levels of consumer debt;
o0 increasing defaults of the underlying receivabdesl
o0 increasing utilization of third-party providerscdollect such receivables.

According to the U.S. Federal Reserve Board, coeswmedit has increased from $1.2 trillion at DebenB1, 1997, to $2.3 trillion at July .
2006. According to the Nilson Report, a credit cadlstry newsletter, credit card chargfés totaled more than $40.0 billion in 2005, upnh
$18.0 billion in 1995.

We believe that as a result of the difficulty irleoting these receivables and the desire of oaliyiig institutions to focus on their core
businesses and to generate revenue from theseables, originating institutions are increasinglycting to sell these portfolios.

Strategy

Our primary objective is to utilize our managemeekperience and expertise to effectively growhusiness by identifying, evaluating,
pricing and acquiring consumer receivable port®hmd maximizing collections of such receivablea aost efficient manner. Our strategy
includes:

0 managing the collection and servicing of our comer receivable portfolios, including outsourcingnajority of those activities to maintain
low fixed overhead;

o selling accounts on an opportunistic basis, gdlyavhen our efforts have been exhausted throtagtitional collecting methods, when
pricing is at our indifference point, or when wen@apitalize on pricing during times when we féd pricing environment is high;

o expanding financial flexibility through increaseapital and lines of credit;
o capitalizing on our strategic relationships teritify and acquire consumer receivable portfolars]
0 expanding our business through the purchasersfuroer receivables from new sources and consisfidiferent asset classes.

We believe that as a result of our management'sreqce and expertise, and the fragmented yet gpmiarket in which we operate, we are
well-positioned to successfully implement our stept
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We are a Delaware corporation whose principal etkezoffices are located at 210 Sylvan Avenue, Englod Cliffs, New Jersey 07632. We
were incorporated in New Jersey on July 7, 1994veere reincorporated in Delaware on October 125189a result of a merger with a
Delaware corporation.

Consumer Receivables Business
Receivables Purchase Program

We purchase bulk receivable portfolios that inclabdarged-off receivables, semi-performing receigataind performing receivables. These
receivables consist primarily of MasterCard(R),a(R), private label credit card accounts, and tetececeivables, among other types of
receivables.

From time to time, we may acquire directly, andieckly through the consumer receivable portfotiwest we acquire, secured consumer asset
portfolios.

We identify potential portfolio acquisitions on angoing basis through:

o our relationships with industry participants,leotion agencies, investors and our financing sesjrc
o brokers who specialize in the sale of consunmm@ivable portfolios; and

o other sources.

Historically, the purchase prices of the consumeeivable portfolios we have acquired have rangau fess than $500,000 to more than
million. As a part of our strategy to acquire camsu receivable portfolios, we have, from time todj entered into, and may continue to e
into, participation and profit sharing agreemenithwur sources of financing and our third-partylextion agencies and attorneys. These
arrangements may take the form of a joint bid, witle of our third-party collection agencies andrays or financing source who assists in
the acquisition of a portfolio and provides us witbre favorable non-recourse financing terms dseadinted servicing commission.

We utilize our relationships with brokers, thirdryyacollection agencies and attorneys, and setleportfolios to locate portfolios for
purchase. Our senior management is responsible for:

o coordinating due diligence, including, in somee&s on-site visits to the seller's office;
o stratifying and analyzing the portfolio charaigtcs;

o valuing the portfolio;

o preparing bid proposals;

0 negotiating pricing and terms;



0 negotiating and executing a purchase contract;
o closing the purchase; and
o coordinating the receipt of account documentafiiwrthe acquired portfolios.

The seller or broker typically supplies us wittheit a sample listing or the actual portfolio besodd through an electronic form of media. We
analyze each consumer receivable portfolio to datex if it meets our purchasing criteria. We magrtiprepare a bid or negotiate a purchase
price. If a purchase is completed, management mignihe portfolio's performance and uses this médion in determining future buying
criteria and pricing.

We purchase receivables at substantial discoumts the balance actually owed by the consumer. i&rméne how much to bid on a
portfolio by evaluating many different variableach as:

o The number of collection agencies previouslymaptiing to collect the receivables in the portfolio;
o the average balance of the receivables;

o the age of the receivables;

o past history of performance of similar assets;

o number of days since charge-off;

o payments made since charge-off;

o the credit originator and their credit guidelines

o the locations of the debtors;

o assets found within portfolios; and

o the ability to obtain customer statements fromdtiginal issuer.

Once a receivable portfolio has been identifiedpfmential purchase, we prepare various analyssedban extracting customer level data
from external sources, other than the issuer, &yaa the potential collectibility of the portfolisVe also analyze the portfolio by comparir
to similar portfolios previously acquired by us.dddition, we perform qualitative analyses of otimatters affecting the value of portfolios,
including a review of the delinquency, charge pfacement and recovery policies of the originagwall as the collection authority granted
by the originator to any third party collection ages, and, if possible, by reviewing their recgvefforts on the particular portfolio. After
these evaluations are completed, members of oisrsmanagement discuss the findings, decide whetherake the purchase and finalize
price at which we are willing to purchase the pmitf.
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We purchase most of our consumer receivable pa#fdlirectly from originators and other sellerslitting, from time to time, our thirgarty
collection agencies and attorneys through privatelyotiated direct sales and through auction tapessn which sellers of receivables seek
bids from several pre-qualified debt purchasers.al§e, from time to time, use the services of brefer sourcing consumer receivable
portfolios. In order for us to consider a potensieller as a source of receivables, a variety ctbfa are considered. Sellers must demonstrate
that they have:

o adequate internal controls to detect fraud;
o the ability to provide post sale support; and
o the capacity to honor put-back and return wayragqjuests.

Generally, our portfolio purchase agreements petiigit we can return certain accounts to the seltéin a specified time period. However,
in some transactions, we may acquire a portfolid féw, if any, rights to return accounts to thieseAfter acquiring a portfolio, we conduct
a detailed analysis to determine which accountleéamortfolio should be returned to the sellerhaligh the terms of each portfolio purchase
agreement differ, examples of accounts that maghened to the seller include:

o debts paid prior to the cutoff date;

o debts in which the consumer filed bankruptcy piiothe cutoff date;
o debts in which the consumer was deceased prouttsf date; and

o fraudulent accounts.

Accounts returned to sellers for the fiscal yeandeel 2006, 2005 and 2004 have been determineditorbaterial. Our purchase agreements
generally do not contain any provision for a lirtita on the number of accounts that can be retutmée seller.

We generally use third-parties to determine bankanpl deceased accounts, which allows us to fogusesources on portfolio collections.
Under a typical portfolio purchase agreement, tikeisrefunds the portion of the purchase pricetattable to the returned accounts or
delivers replacement receivables to us. Occasigna#t will acquire a well seasoned, or older, piitfat a reduced price from a seller that is
unable to meet all of our purchasing criteria. Winenacquire such portfolios, the purchase pricissounted beyond the typical discounts
receive on the portfolios we purchase that meepawhasing criteria.

In February 2006, we acquired VATIV Recovery LLO/ATIV") located in Sugar Land, Texas. VATIV RecayeSystems LLC provides
bankruptcy and deceased account servicing. Thesatgn of VATIV provides Asta with internal expemce and proprietary systems in
support of servicing our own bankruptcy and decgaseounts, while also affording us the opportutatgnter new markets for acquisitions
in the bankruptcy and deceased account fields.
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Receivable Servicing

Our objective is to maximize our return on investtnen acquired consumer receivable portfolios. Assalt, before acquiring a portfolio, we
analyze the portfolio to determine how to best nmézé collections in a cost efficient manner andidieevhether to use our internal servicing
and collection department or third-party collectagencies and attorneys.

Therefore, if we are successful in acquiring thefptios, we can promptly process the receivabhed were purchased and commence the
collection process. Unlike collection agencies tigptcally have only a specified period of timeréxover a receivable, as the portfolio owr
we have significantly more flexibility and can dstsh payment programs.

Once a portfolio has been acquired, we or our thady collection agencies or attorneys generatiwrload all receivable information
provided by the seller into our account manageragstem and reconcile certain information with thi@imation provided by the seller in the
purchase contract. We or our third-party collecégencies or attorneys send notification lettersbiggors of each acquired account
explaining, among other matters, our new ownerahipasking that the obligor contact us. In addjtiee notify the three major credit
reporting agencies of our new ownership of theivedses.

We presently outsource the majority of our receli@aervicing to third-party collection agencies atibrneys. Our senior management
typically determines the appropriate third-partjlextion agency and attorneys based on the typeagfivables purchased. Once a group of
receivables is sent to a third-party collectionraxyeor attorney, our management actively monitois r@views the third-party collection
agencies' and attorneys' performance on an ondpaisig. Our management receives detailed analys#sding collection activity and
portfolio performance, from our internal servicidgpartments to assist it in evaluating the regilthe efforts of the third-party collection
agencies and attorneys. Based on portfolio perfocmguidelines, our management will move certaieik@bles from one third-party
collection agency or attorney to another, or toiaternal servicing department if it anticipateattthis will result in an increase in collections.

In December 2002, we acquired a collection ceihi@r ¢urrently employs approximately 60 experienpexsons with the capacity for over :
employees. This facility expands our internal atilen and servicing capabilities, gives us gre#iibility and control over the servicing of
our consumer receivables portfolios and assisis o®nitoring our third-party collection agenciexaattorneys.

We have four main internal servicing departments:
o collection/skiptrace;

o legal;

o customer service; and

0 accounting.
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Collection/Skiptrace. The collection/skiptrace d#peent is responsible for making contact with théigors and collecting on our consumer
receivable portfolios that are not being servicedhird-party collection agencies and attorneysshepartment uses a friendly, customer
service approach to collect on receivables. Thrahgtuse of our collection software and telephgrstesn, each collector is responsible for:

0 contacting customers;
o explaining the benefits of making payment ondhkgations; and
o working with the customers to develop acceptaid@ns to satisfy their obligations.

We and our third-party collection agencies andrattgs have the flexibility to structure repaymelains that accommodate the needs of
obligors by:

o offering obligors a discount on the overall ohtign; and/or
o tailoring repayment plans that provide for thgmant of these obligations as a component of thigats monthly budget.

We also use a series of collection letters, lajer@nt reminders, and settlement offers that are@grat specific intervals or at the request of
a member of our collection department. When theectibn department cannot contact the customeiithgretelephone or mail, the account is
referred to the skiptrace department.

The skiptrace department is responsible for logadind contacting customers who could not be cosdauay either the collection or legal
departments. The skiptrace employees use a vafigiyblic and private third-party databases to tecastomers. Once a customer is located
and contact is made by a skiptracer, the accouhersreferred back to the collection or legal depant for follow-up. The skiptrace
department is also responsible for finding curemployers and locating assets of obligors whenitiisemation is deemed necessary.

Legal. If the collection department determines thatcustomer has the ability to satisfy his olil@abut our normal collection activities he
not resulted in any resolution of the customerlgyations, the account is referred to the legalagigpent, which consists of non-lawyer
administrative staff experienced in collection worke legal department refers legal case proceedingutside counsel. The legal departr
also refers accounts to the skiptrace departmestttain a current phone number, address, the @tafiassets of the obligor or the identit
the obligor's employer. In addition, the legal déq@nt communicates with the collection attornédnat tve utilize throughout the country.
Over the past two and a half years, we have emglay®more aggressive legal strategy that we beliéVgield more collections over a long
period of time.
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Customer Service. The customer service departraeasponsible for:

o handling incoming calls from debtors and thirdtpa&ollection agencies that are responsible fdlecting on our consumer receivable
portfolios;

o coordinating customer inquiries and assistingcthikection agencies in the collection process;

o handling buy-back and information requests frampanies who have purchased receivables from us;
o working with the buyers during the transitionipdrand post sale process; and

o handling any issues that may arise once a redeiymrtfolio has been sold.

Accounting. In addition to the customary accounfungction, the accounting department is respongiate
o making daily deposits of customer payments;

0 posting these payments to the customer's account;

0 mailing monthly statements to customers; and

0 in conjunction with the customer service departimgroviding senior management with weekly and thiyrreceivable activity and
performance reports.

Accounting employees also assist collection depamtramployees in handling customer disputes wiganeto payment and balance

information. The accounting department also astigtg€ustomer service department in the handlifaugfback requests from companies \

have purchased receivables from us. In additianatitounting department reviews the results otdtlection of consumer receivable
portfolios that are being serviced by third-parylection agencies and attorneys.

Collections Represented by Account Sales

Certain collections represent account sales tar akblet buyers to help maximize revenue and casvsflgVe feel that our business model of
not having a large number of collectors, couplethwilegal strategy which is focused on attemptingttach liens and judgments on oblig:
allows us the flexibility to sell accounts at psdéat are attractive to us and as importanttiselless desirable accounts within our collective

portfolios. There are many factors that contritotéhe decision of which receivable to sell andakhio service, including:
o the age of the receivables;

o the status of the receivables -- whether paymgpa-paying; and

o the selling price.
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Collections represented by account sales for Hualfiyears ended September 30, 2006, 2005 andv28@4$55.0 million, $64.7 million and
$40.3 million, respectively. Collections represehny account sales as a percentage of total caliecfor the fiscal years ended September
30, 2006, 2005 and 2004 were 25.7%, 38.3% and 35&8pectively.

Marketing

The Company has established relationships withdseWwho market consumer receivable portfolios flianks, finance companies and other
credit providers. In addition, the Company subssito national publications that list consumer ireddle portfolios for sale. The Company
also directly contacts banks, finance companieasttogr credit providers to solicit consumer recelgalfor sale.

Competition

Our business of purchasing distressed consumeivaddes is highly competitive and fragmented, ardexpect that competition from new
and existing companies will increase. We competh:wi

o other purchasers of consumer receivables, imjuttiird-party collection companies; and
o other financial services companies who purchassumer receivables.

Some of our competitors are larger and more estaddi and may have substantially greater finarntei@hnological, personnel and other
resources than we have, including greater accebe toapital market system. We believe that noviddal competitor or group of competit
has a dominant presence in the market.

We compete with our competitors for consumer readgley portfolios based on many factors, including:
o purchase price;

0 representations, warranties and indemnities stqde

o speed in making purchase decisions; and

o reputation of the purchaser.

Our strategy is designed to capitalize on the niarkack of a dominant industry player. We beligtvat our management's experience and
expertise in identifying, evaluating, pricing armjairing consumer receivable portfolios and manggimilections coupled with our strategic
alliances with third-party collection agencies atibrneys and our sources of financing give usmapstitive advantage. However, we cannot
assure that we will be able to compete successdigifynst current or future competitors or that cetitipn will not increase in the future.
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Management Information Systems

We believe that a high degree of automation is seany to enable us to grow and successfully compigtieother finance companies.
Accordingly, we continually upgrade our computerdveare and, when necessary, our software to sugip@gervicing and recovery of
consumer receivables acquired for liquidation. @lecommunications and computer systems allow gglittkly and accurately process large
amounts of data necessary to purchase and sepnsamer receivable portfolios. In addition, we refythe information technology of our
third-party collection agencies and attorneys agribglically review their systems to ensure thaytb@n adequately service our consumer
receivable portfolios.

Due to our desire to increase productivity throaglomation, we periodically review our systemsgossible upgrades and enhancements.
Government Regulation

The relationship of a consumer and a creditor isrestvely regulated by federal, state and munidgpas, rules, regulations and ordinances.
These laws include, but are not limited to, théofelng federal statutes and regulations:

the Federal Truth-In-Lending Act, the Fair CredilliBg Act, the Equal Opportunity Act and the Fé&lredit Reporting Act, as well as
comparable statutes in states where consumer® rasitior where creditors are located. Among otiags, the laws and regulations
applicable to various creditors impose disclosemirements regarding the advertisement, applicaéistablishment and operation of credit
card accounts or other types of credit programdefad law requires a creditor to disclose to coremsimamong other things, the interest rates,
fees, grace periods and balance calculations methssbciated with their accounts. In addition, ooress are entitled to have payments and
credits applied to their accounts promptly, to ree@rescribed notices and to require billing esrar be resolved promptly. In addition, some
laws prohibit certain discriminatory practices onoection with the extension of credit. Furtheafsiaws may limit the interest rate and the
fees that a creditor may impose on consumers. fiédilyi the creditors to have complied with appliedblws could create claims and rights to
offset by consumers that would reduce or elimitiaggr obligations, which could have a material adeesffect on our operations. Pursuant to
agreements under which we purchase receivablearavigpically indemnified against losses resulfimgn the failure of the creditor to have
complied with applicable laws relating to the readies prior to our purchase of such receivables.

Certain laws, including the laws described abovay fimit our ability to collect amounts owing withspect to the receivables regardless of
any act or omission on our part. For example, utiieiFederal Fair Credit Billing Act, a credit casduer may be subject to certain claims
and defenses arising out of certain transactiomghich a credit card is used if the consumer haden@agood faith attempt to obtain
satisfactory resolution of a problem relative te transaction and, except in cases where therspedafied relationship between the person
honoring the card and the credit card issuer, theuat of the initial transaction exceeds $50 amrdplace where the initial transaction
occurred was in the same state as the consumiéirig biddress or within 100 miles of that addresscordingly, as a purchaser of defaulted
receivables, we may purchase receivables subjeetithdefenses on the part of the consumer. Q#lves provide that, in certain instances,
consumers cannot be held liable for, or their ligbis limited to $50 with respect to, chargeghe credit card credit account that were a r¢
of an unauthorized use of the credit card accadmtassurances can be given that certain of théveddes were not established as a result of
unauthorized use of a credit card account, andyreatgly, the amount of such receivables may natdikectible by us.
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Several federal, state and municipal laws, rulegulations and ordinances, including, but not Eaito, the Federal Fair Debt Collection
Practices Act and the Federal Trade CommissioraAdtcomparable state statutes regulate consumecalédztion activity. Although, for a
variety of reasons, we may not be specifically sabjo the FDCPA and certain state statutes spabfifiaddressing third-party debt
collectors, it is our policy to comply with applitla laws in our collection activities. Additionallgur third-party collection agencies and
attorneys may be subject to these laws. To thenetttat some or all of these laws apply to ouresilbn activities or our thirghrarty collectior
agencies' and attorneys' collection activitiedufaito comply with such laws could have a mateadhterse effect on us.

Additional laws may be enacted that could impog#itamhal restrictions on the servicing and colleatof receivables. Such new laws may
adversely affect the ability to collect the recéiles.

We currently hold a number of licenses issued uagelicable consumer credit laws. Certain of ourent licenses and any licenses that we
may be required to obtain in the future may beexttp periodic renewal provisions and/or otheumegments. Our inability to renew licens
or to take any other required action with respeduch licenses could have a material adverseteffem our results of operation and finan
condition.

Employees
As of September 30, 2006, we had 166 full-time exygés. We are not a party to any collective bamgiagreement.

You can visit our web site at www.astafunding.c@upies of our 10-Ks, 10-Qs, 8-Ks and other SECntsre available there as soon as
reasonably practical after filing electronicallytivthe SEC.

Iltem 1A. Risk Factors.

You should carefully consider these risk factorevaluating the Company. In addition to the follogirisks, there may also be risks that we
do not yet know of or that we currently think amemiaterial that may also impair our business opeamatilf any of the following risks occur,
our business, results of operation or financialditton could be adversely affected, the tradingg@f our common stock could decline and
shareholders might lose all or part of their inueestt.

We may not be able to purchase consumer receipaltfolios at favorable prices or on sufficientjybrable terms or at all.

Our success depends upon the continued availabflitgnsumer receivable portfolios that meet oucpasing criteria and our ability to
identify and finance the purchases of such podfolThe availability of consumer receivable poitfelat favorable prices and on terms
acceptable to us depends on a number of factosgdeutf our control, including:

o the continuation of the current growth trend amsumer debt;
o the continued volume of consumer receivable plio available for sale;
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0 competitive factors affecting potential purchasand sellers of consumer receivable portfoliod; an
o possible future changes in the bankruptcy latese saws and homestead acts which could makeri wh€ficult for us to collect.
We may not be able to continually replace our défduconsumer receivables.

To operate profitably, we must continually acqursufficient amount of distressed consumer recédgatio generate continued revenue.
Furthermore, we cannot predict how our abilityderitify and purchase receivables and the qualithase receivables would be affected if
there is a shift in consumer lending practices letaused by changes in the regulations or acioouptactices applicable to debt buying
and sustained economic downturn.

We have seen at certain times that the marketciquieing consumer receivable portfolios has becames competitive, thereby diminishing
from time to time our ability to acquire such re@diles at prices we are willing to pay.

The growth in consumer debt may also be affected by

o0 a slowdown in the economy;

o reductions in consumer spending;

o changes in the underwriting criteria by origirat@and

o changes in laws and regulations governing conslanding.

Any slowing of the consumer debt growth trend caelsult in a decrease in the availability of consuneceivable portfolios for purchase t
could affect the purchase prices of such portfollasy increase in the prices we are required tofpaguch portfolios in turn will reduce the
profit, if any, we generate from such portfolios.

Our quarterly operating results may fluctuate agulse our stock price to decline.

Because of the nature of our business, our quadedrating results may fluctuate, which may adefgraffect the market price of our
common stock. Our results may fluctuate as a re$wahy of the following:

o the timing and amount of collections on our cansureceivable portfolios;

o our inability to identify and acquire additior@insumer receivable portfolios;

0 a decline in the estimated future value of oursconer receivable portfolio recoveries;
0 increases in operating expenses associatedheithrowth of our operations;

o general and economic market conditions; and
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o prices we are willing to pay for consumer recbiggortfolios.

Our projections of future cash flows from our politf purchases may prove to be inaccurate, whictdo@sult in reduced revenues or the
recording of an impairment charge if we do not achithe collections forecasted by our model.

We use qualitative and quantitative analysis tggutdfuture cash flows from our portfolio purchasgésere can be no assurance, however
we will be able to achieve the collections foreeddty our analysis. If we are not able to achitvesé levels of forcasted collection, our
revenues will be reduced or we may be requireét¢ond an impairment charge, which could resultiaduction of our earnings.

We may not be able to recover sufficient amountswnconsumer receivable portfolios to recoverabsts associated with the purchase of
those portfolios and to fund our operations.

We acquire and collect on consumer receivable @l that contain charged-off, semi-performing gedforming receivables. In order to
operate profitably over the long term, we must carally purchase and collect on a sufficient voluofieeceivables to generate revenue that
exceeds our costs. For accounts that are charded-sémi-performing, the originators or interimmavs of the receivables generally have:

o0 made numerous attempts to collect on these digiiga often using both their in-house collectitaffsand third-party collection agencies;
o subsequently deemed these obligations as untibleeand
o charged-off these obligations.

These receivable portfolios are purchased at sigmf discounts to the amount the consumers owesd heceivables are difficult to collect
and actual recoveries may vary and be less thaanttoeint expected. In addition, our collections maysen in a weak economic cycle. We
may not recover amounts in excess of our acquiséitd servicing costs.

Our ability to recover on our portfolios and prodwsufficient returns can be negatively impactedheyquality of the purchased receivables.
In the normal course of our portfolio acquisitioaeme receivables may be included in the portfdhas fail to conform to certain terms of
purchase agreements and we may seek to returnrémseables to the seller for payment or replacgmereivables. However, we cannot
guarantee that any of such sellers will be abla¢et their payment obligations to us. Accounts Wafre unable to return to sellers may
yield no return. If cash flows from operations b®s than anticipated as a result of our inahiititgollect sufficient amounts on o
receivables, our ability to satisfy our debt obligas, purchase new portfolios and our future ghoard profitability may be materially
adversely affected.
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We are subject to intense competition for the pasehof consumer receivable portfolios.

We compete with other purchasers of consumer rabkvportfolios, with third-party collection ageesiand with financial services
companies that manage their own consumer receiyaittolios. We compete on the basis of price, tafion, industry experience and
performance. Some of our competitors have greatgtal, personnel and other resources than we Adaepossible entry of new competiti
including competitors that historically have focdgm the acquisition of different asset types, tuedexpected increase in competition from
current market participants may reduce our aceessrisumer receivable portfolios. Aggressive pgdiy our competitors could raise the
price of consumer receivable portfolios above Ievkat we are willing to pay, which could reduce tumber of consumer receivable
portfolios suitable for us to purchase or if pus by us, reduce the profits, if any, generatesiuo portfolios. If we are unable to purchase
receivable portfolios at favorable prices or atallr finance income and earnings could be malgrietiuced.

We are dependent upon third parties to servicejarityaof our consumer receivable portfolios.

Although we utilize our in-house collection stadfdollect some of our receivables, we outsourcajoiity of our receivable servicing. As a
result, we are dependent upon the efforts of dwi-tiparty collection agencies and attorneys teiserand collect our consumer receivables.
However, any failure by our third party collectiagencies and attorneys to adequately perform timlieservices for us or remit such
collections to us could materially reduce our fioamcome and our profitability. In addition, oimdnce income and profitability could be
materially adversely affected if we are not ablsdoure replacement third party collection ageraiesattorneys and redirect payments from
the debtors to our new third party collection agemand attorneys promptly in the event our agregsneith our third-party collection
agencies and attorneys are terminated, our thirg-pallection agencies and attorneys fail to adgely perform their obligations or if our
relationships with such third-party collection agiels and attorneys adversely change.

We rely on our third party collectors to comply hvll rules and regulations and maintain propearimdl controls over their accounting and
operations.

Because the receivables were originated and serpigesuant to a variety of federal and/or stateslawa variety of entities and involved
consumers in all 50 states, the District of ColumBiuerto Rico and outside the United States, tteande no assurance that all original
servicing entities have at all times been in sutiEthcompliance with applicable law. Additionalthere can be no assurance that we or our
third-party collection agencies and attorneys Haaen or will continue to be at all times in subttdrompliance with applicable law. The
failure to comply with applicable law and not maintproper controls in their accounting and operaticould materially adversely affect our
ability to collect our receivables and could subjesto increased costs and fines and penalties.

Our collections may decrease if bankruptcy filingsease.

During times of economic recession, the amounteéddted consumer receivables generally increagi@ish contributes to an increase in the
amount of personal bankruptcy filings. Under certankruptcy filings, a debtor's assets are soléppay credit originators, but since the
defaulted consumer receivables we purchase areajgnensecured we often would not be able to cblte those receivables. We cannot
assure you that our collection experience woulddeatine with an increase in bankruptcy filingsolfr actual collection experience with
respect to a defaulted consumer receivables pirifokignificantly lower than we projected when pugchased the portfolio, our earnings
could be negatively affected.
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If we are unable to access external sources ofifing, we may not be able to fund and grow our afiens.

We depend on loans from our credit facility andeotbxternal sources in part, to fund and expandparations. Our ability to grow our
business is dependent on our access to additimaading and capital resources. The failure toiokdftaancing and capital as needed would
limit our ability to:

o purchase consumer receivable portfolios; and
o achieve our growth plans.

In addition, our financing source imposes certastrictive covenants, including financial covenaftslure to satisfy any of these covenants
could:

o cause our indebtedness to become immediatel\bfmya
o preclude us from further borrowings from thesistaxy sources; and
o0 prevent us from securing alternative sourcegnafiicing necessary to purchase consumer receipati®lios and to operate our business.

We use estimates for recognizing finance incomsutostantially all of our consumer receivable pdigfawvestments and our earnings would
be reduced if actual results are less than estimate

We utilize the interest method of revenue recognifor determining our income recognized on finareivables, which is based on
projected cash flows that may prove to be less #micipated and could lead to reductions in reeemuimpairment charges under the
American Institute of Certified Public AccountaitalCPA") Statement of Position ("SOP") 03-3 Accaimg for Loans or Certain Securities
Acquired in a Transfer. Under the guidance of S@B @and the amended Practice Bulletin 6); stati@igof accounts are established. These
pools are aggregated based on certain commonriieki@. Each static pool is recorded at cost anacicounted for as a single unit for the
recognition of income, principal payments and lpsssision. Once a static pool is established fquarter, individual receivable accounts are
not added to the pool (unless replaced by theryelieemoved from the pool (unless sold or retdrttethe seller). SOP 03-3 (and the
amended Practice Bulletin 6) requires that the €xoé the contractual cash flows over expected ftasls not be recognized as an adjustr

of revenue or expense or on the balance sheetSDeinitially freezes the internal rate of retuaferred to as IRR, estimated when the
accounts receivable are purchased as the basialisequent impairment testing. Significant increasectual, or expected future cash flows
may be recognized prospectively through an upwdjdstment of the IRR over a portfolio's remainiifg.|Any increase to the IRR then
becomes the new benchmark for impairment testiffgctve for fiscal years beginning October 1, 2@0Bler SOP 03-3 and the amended
Practice Bulletin 6, rather than lowering the estied IRR if the collection estimates are not reegior projected to be received, the carrying
value of a pool would be written down to maintdie then current IRR. If cash collections increasgssquent to recording an impairment,
reversal of the previously recognized impairmemhae prior to any increase to the IRR. Any reduncth our earnings could materially
adversely affect our stock price.
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We may rely on third parties to locate, identifydavaluate consumer receivable portfolios availéngurchase.

We may rely on third parties, including brokers &nidd-party collection agencies and attorneysidémtify consumer receivable portfolios
and, in some instances, to assist us in our evatuahd purchase of these portfolios. As a re#fistjch third parties fail to identify receivable
portfolios or if our relationships with such thiparties are not maintained, our ability to identifyd purchase additional receivable portfolios
could be materially adversely affected. In additibrve, or such parties fail to correctly or adatply evaluate the value or collectibility of
these consumer receivable portfolios, we may payrtach for such portfolios and suffer an impairmemd our earnings could be negatively
affected.

The loss of an asset type could impact our alititgcquire receivable portfolios.

In the event one of the asset classes of recelvaliich we purchase is no longer available to usparchases may decline and our results
might suffer.

We may not be successful at acquiring receivalfleew asset types or in implementing a new prigtigcture.

We may pursue the acquisition of receivable pddfobf asset types in which we have little curexpierience. We may not be successful in
completing any acquisitions of receivables of thesset types and our limited experience in theset &agpoes may impair our ability to collect
on these receivables. This may cause us to paytmb for these receivables, and consequently, wenoiagenerate a profit from these
receivable portfolio acquisitions.

The loss of any of our executive officers may adebr affect our operations and our ability to sssfelly acquire receivable portfolios.

Arthur Stern, our Chairman and Executive Vice Rfest, Gary Stern, our President and Chief Exec@iffcer, and Mitchell Cohen, our
Chief Financial Officer are responsible for maksupstantially all management decisions, includiegednining which portfolios to purcha:
the purchase price and other material terms of poctfiolio acquisitions. These decisions are imatntal to the success of our business. The
loss of the services of any of our executive oficsould disrupt our operations and adversely affac ability to successfully acquire
receivable portfolios. Currently, the three execegiare not under contract with the Company.

The Stern family effectively controls Asta, subsialty reducing the influence of our other stockdeis.

Members of the Stern family including Arthur Ste@gry Stern and Barbara Marburger, daughter ofukr8tern and sister of Gary Stern,
trusts or custodial accounts for the benefit ofanichildren of Barbara Marburger and Gary SterrtaAsroup, Incorporated, and limited
liability companies controlled by Judith R. Fed@ece of Arthur Stern and cousin of Gary Sternwitich Arthur Stern, Alice Stern (wife of
Arthur Stern and mother of Gary Stern and Barbaaaldrger), Gary Stern and trusts for the benefihefissue of Arthur Stern and the issue
of Gary Stern hold all economic interests, owrhi& Aggregate approximately 24.6% of our outstanslireges of common stock. In addition,
other members of the Stern Family, such as adilttreln of Gary Stern and Barbara Marburger, ownitamithl shares. As a result, the Stern
family is able to influence significantly the aat®that require stockholder approval, including:
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o the election of a majority of our directors; and
o the approval of mergers, sales of assets or othporate transactions or matters submitted forkstolder approval.

As a result, our other stockholders may have ldtleo influence over matters submitted for stodtoapproval. In addition, the Stern
family's influence could preclude any unsolicitedjaisition of us and consequently materially adelraffect the price of our common sto

We have experienced rapid growth over the pastrakyears, which has placed significant demandswradministrative, operational and
financial resources and could result in an incréa®eir expenses.

We plan to continue our growth, which could pladdifional demands on our resources and cause panegs to increase. Future internal
growth will depend on a number of factors, inclydin

o the effective and timely initiation and developrhef relationships with sellers of consumer reable portfolios and strategic partners;
o our ability to maintain the collection of consumeceivables efficiently; and
o the recruitment, motivation and retention of dfiedd personnel.

Sustaining growth will also require the implemeittatof enhancements to our operational and finduisgistems and will require additional
management, operational and financial resourcest€ltan be no assurance that we will be able t@geaur expanding operations
effectively or that we will be able to maintainagcelerate our growth or attract additional managertalent and any failure to do so could
adversely affect our ability to generate finanamme and control our expenses.

Government regulations may limit our ability to oger and enforce the collection of our receivables.

Federal, state and municipal laws, rules, reguiatend ordinances may limit our ability to recoard enforce our rights with respect to the
receivables acquired by us. These laws includeakmnhot limited to, the following federal statutesl regulations promulgated thereunder
and comparable statutes in states where consugsde rand/or where creditors are located:

o the Fair Debt Collection Practices Act;
o the Federal Trade Commission Act;

o the Truth-In-Lending Act;

o the Fair Credit Billing Act;
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o the Equal Credit Opportunity Act; and
o the Fair Credit Reporting Act.

We may be precluded from collecting receivablegpwehase where the creditor or other previous ownéhird-party collection agency and
attorney failed to comply with applicable law iriginating or servicing such acquired receivablesnk relating to the collection of consumer
debt also directly apply to our business. Our failito comply with any laws applicable to us, inéhgdstate licensing laws, could limit our
ability to recover on receivables and could subjecto fines and penalties, which could reduceeaunnings and result in a default under our
loan arrangements. In addition, our third-partyexilon agencies and attorneys may be subjecesethnd other laws and their failure to
comply with such laws could also materially advBrsdfect our finance income and earnings.

Additional laws may be enacted that could imposditamhal restrictions on the servicing and collentbf receivables. Such new laws may
adversely affect the ability to collect on our rigebles, which could also adversely affect our ficeaincome and earnings.

Because our receivables are generally originatddsarviced pursuant to a variety of federal anstate laws by a variety of entities and may
involve consumers in all 50 states, the DistricCofumbia and Puerto Rico, there can be no assaitat all original servicing entities have
at all times been in substantial compliance withligable law. Additionally, there can be no assagathat we, or our third-party collection
agencies and attorneys have been or will contialmtat all times in substantial compliance witplaable law. The failure to comply with
applicable law could materially adversely affect ahility to collect our receivables and could sdbjus to increased costs, fines and
penalties.

We may incur substantial debt from time to timedmnection with our purchase of consumer receivpbi#olios which could affect our
ability to obtain additional funds and may increase vulnerability to economic or business downsurn

We may incur substantial indebtedness from timéne in connection with the purchase of consumeeikable portfolios and would be
subject to the risks associated with incurring sadebtedness, including:

o we would be required to dedicate a portion ofa@agh flows from operations to pay debt servicdéscasd, as a result, we would have less
funds available for operations, future acquisitiohsonsumer receivable portfolios, and other pagso

o it may be more difficult and expensive to obtadtditional funds through financings, if availabteat;

o we would be more vulnerable to economic downtamgs fluctuations in interest rates, less ableitbstand competitive pressures and less
flexible in reacting to changes in our industry gretheral economic conditions; and
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o if we defaulted under our existing credit fagilir if our creditors demanded payment of a portioall of our indebtedness, we may not
have sufficient funds to make such payments.

We have pledged all of our portfolios of consuneameivables to secure our borrowings and are sutgjexivenants that may restrict our
ability to operate our business.

Our new amended and restated loan and securitgragrg increased our line of credit to $175 millicom $125 million, with an expandable
feature which allows the Company the ability torease the line to $225 million with the consenthef banks. The agreement expires on July
10, 20009.

Any indebtedness that we incur under our existing of credit is collateralized by all of our patibs of consumer receivables acquired for
liquidation. If we default under the indebtednessused by our assets, those assets would be deditathe secured creditor to satisfy our
obligations to the secured creditor. In additiowm; credit facility imposes certain restrictive caaats, including financial covenants. Failur
satisfy any of these covenants could result iodiny of the following:

o acceleration of the payment of our outstandiniglnedness;

o cross defaults to and acceleration of the paymeaér other financing arrangements;

o our inability to borrow additional amounts undeir existing financing arrangements; and

o our inability to secure financing on favorablmits or at all from alternative sources.

Any of these consequences could adversely affecaloility to acquire consumer receivable portfolémsl operate our business.

Class action suits and other litigation in our isialy could divert our management's attention frgrarating our business and increase our
expenses.

Certain originators and thirgarty collection agencies and attorneys in the wores credit industry have been subject to classractind othe
litigation. Claims include failure to comply witlpplicable laws and regulations and improper or gdié¢e origination and servicing practices.
If we become a party to such class action suitsthoer litigation, our results of operations andafigial condition could be materially advers
affected.

We may seek to make acquisitions that prove unsségeor strain or divert our resources.

We may seek to grow Asta through acquisitions lafteel businesses. Such acquisitions present higksould materially adversely affect our
business and financial performance, including:

o the diversion of our management's attention fommeveryday business activities;
o the assimilation of the operations and persoahtile acquired business;
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o the contingent and latent risks associated wighptast operations of, and other unanticipatedi@nabarising in, the acquired business; and
o the need to expand management, administratiomp@tional systems.

If we make such acquisitions we cannot predict ivaet

o we will be able to successfully integrate therafiens of any new businesses into our business;

o we will realize any anticipated benefits of coatpt acquisitions; or

o there will be substantial unanticipated costsaiased with acquisitions.

In addition, future acquisitions by us may resnit i

o potentially dilutive issuances of our equity s#@s;

o the incurrence of additional debt; and

o the recognition of significant charges for de@ton and amortization related to goodwill impaémnt and other intangible assets.

Although we have no present plans or intentionscardinuously evaluate potential acquisitions dditerd businesses. However, we have not
reached any agreement or arrangement with respeatyt particular future acquisition and we may lmotble to complete any acquisitions
favorable terms or at all.

Our investments in other businesses and entrynietobusiness ventures may adversely affect ouratipas.

We have and may continue to make investments irpaaies or commence operations in businesses anstiias that are not identical to
those with which we have historically been sucagds#fthese investments or arrangements are reatessful, our earnings could be
materially adversely affected by increased expearsdslecreased finance income.

If our technology and phone systems are not operali our operations could be disrupted and ouitghd successfully acquire receivable
portfolios could be adversely affected.

Our success depends in part on sophisticated talacmications and computer systems. The temporas/dbour computer and
telecommunications systems, through casualty, tipgrenalfunction or service provider failure, couli$rupt our operations. In addition, we
must record and process significant amounts of glaitkly and accurately to properly bid on prospexacquisitions of receivable portfolios
and to access, maintain and expand the databasesaWer our collection or monitoring activitiesnyfailure of our information systems and
their backup systems would interrupt our operatidfte may not have adequate backup arrangemenradl fifrour operations and we may
incur significant losses if an outage occurs. Iditgh, we rely on third-party collection agence®d attorneys who also may be adversely
affected in the event of an outage in which thedtipiarty collection agencies and attorneys doehawoe adequate backup arrangements. Any
interruption in our operations or our third-partllection agencies' and attorneys' operations cbale an adverse effect on our results of
operations and financial condition.
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Our organizational documents and Delaware law makenit harder for us to be acquired without theseon and cooperation of our board of
directors and management.

Several provisions of our organizational documamis Delaware law may deter or prevent a takeovemgt, including a takeover attempt in
which the potential purchaser offers to pay a pere price greater than the current market pricioicommon stock. Under the terms of our
certificate of incorporation, our board of directdras the authority, without further action by sheckholders, to issue shares of preferred
stock in one or more series and to fix the rigptsferences, privileges and restrictions therebé ability to issue shares of preferred stock
could tend to discourage takeover or acquisitiappsals not supported by our current board of threcin addition, we are subject to
Section 203 of the Delaware General Corporation,lvalich restricts business combinations with sotoekdolders once the stockholder
acquires 15% or more of our common stock.

Future sales of our common stock may depress otk grrice.

Sales of a substantial number of shares of our camstock in the public market could cause a deergathe market price of our common
stock. We had 13,765,157 shares of common stoakdsand outstanding as of the date hereof. Of thlemes, 3,385,008 are held by our
affiliates and are saleable under Rule 144 of #gxuBties Act of 1933, as amended. The remaindeuobutstanding shares were freely
tradeable. In addition, options to purchase appnakely 1,414,439 shares of our common stock weigtanding as of September 30, 2006,
all of which were vested due to the acceleratioallofinvested options as approved by the Boardidibrs on September 30, 2005. The
exercise prices of such options were substantiaer than the current market price of our commmcls We may also issue additional
shares in connection with our business and mayt gdditional stock options to our employees, officairectors and consultants under our
present or future stock option plans or warranthita parties. As of September 30, 2006 there Wet&1,334 shares available for such
purpose, including the shares available under ¢hre Bquity Compensation Plan approved by the sh&dersin March 2006 . If a significant
portion of these shares were sold in the publidketathe market value of our common stock coulcdbeersely affected.

On September 11, 2006, the Company's ChairmanuA8tern and GMS Family Investors LLC, an entity cantrolled by Gary Stern, but
whose principal beneficiaries include Gary Stemesilent and Chief Executive Officer and his famdlgd Chief Financial Officer, Mitchell
Cohen adopted prearranged stock trading plansciordance with guidelines specified by Rule 10b5idar the Securities Exchange Act of
1934, as amended. The plan stipulates Arthur S&6 Family Investors LLC and Mitchell Cohen tol$£0,000 shares, 300,000 shares,
and 10,000 shares respectively. As of Decembed®; Arthur Stern, GMS Family Investors and Mitch@tdhen have sold 136,000 shares,
232,000 shares and 10,000 shares, respectively.
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On September 15, 2005, the Company's ChairmanuA8tern and President and Chief Executive OffiGary Stern adopted prearranged
stock trading plans in accordance with guidelingscgied by Rule 10b5-1 under the Securities Exgleaict of 1934, as amended. Chairman
Arthur Stern and President and Chief Executived@ffiGary Stern and his affiliates sold 56,856 sharel 83,656 shares, respectively.

Item 1B. Unresolved Staff Comments.

The Company has received no written comments reéggits periodic or current reports from the staffthe Securities and Exchange
Commission that were issued 180 days or more piegdide end of its 2006 fiscal year and that remsiresolved.

Item 2. Properties.

Our executive and administrative offices are lodateEnglewood Cliffs, New Jersey, where we legg@reximately 12,000 square feet of
general office space for approximately $18,000menth, plus utilities. The lease expires on JulyZ110.

In addition, our call center is located in Bethlehd>ennsylvania, where we lease approximately 9sgi@re feet of general office space for
approximately $9,000 per month. The lease expineBecember 31, 2009. Our office in Sugarland Texasipies approximately 1,408
square feet of general office space for approxim&t2,300 per month. The lease expires OctobeBQ7.

We believe that our existing facilities are adeguat our current and anticipated needs.
Item 3. Legal Proceedings.

In the ordinary course of our business, we areliragbin numerous legal proceedings. We regulailjaite collection lawsuits, using our
network of third party law firms, against consumetiso, consumers occasionally initiate litigatiagainst us, in which they allege that we
have violated a federal or state law in the proogéssllecting on their account. We do not beli¢vat these ordinary course matters are
material to our business and financial condition.oAthe date of this Form 10-K, we were not inealin any material litigation in which we
were a defendant.

Item 4. Submission of Matters to a Vote of Securitydolders.
None.
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.

Since August 15, 2000, our common stock has beetedwn the NASDAQ National Market system undersymabol "ASFI." On December
8, 2006 there were approximately 23 holders ofmgtod our common stock. High and low sales pricdesus common stock since October 1,
2004 as reported by NASDAQ are set fourth belowetisyuotations reflect inter-dealer prices withatail markup, markdown, or
commission, and may not necessarily represent lactunsactions):

Hig h Low
October 1, 2004 to December 31, 2004 28.2 8 15.82
January 1, 2005 to March 31, 2005 29.2 3 20.51
April 1, 2005 to June 30, 2005 29.6 5 19.06
July 1, 2005 to September 30, 2005 32.4 9 24.20
October 1, 2005 to December 31, 2005 334 5 23.25
January 1, 2006 to March 31, 2006 35.3 6 26.80
April 1, 2006 to June 30, 2006 43.2 9 30.67
July 1, 2006 to September 30, 2006 39.3 0 31.67

Dividends

During the year ended September 30, 2006, the Coymieclared quarterly cash dividends aggregatin§87000 which includes $0.04 per
share, per quarter, plus a one time special diddistlared September 11, 2006 of $0.40 per shambich $6,052,000 was paid Novembe
2006. During the year ended September 30, 2008 depany declared quarterly cash dividends aggmeg&t,901,000 ($0.035 per share,
per quarter) of which $476,000 was paid Novemb@0D5. During the year ended September 30, 2084Ctmpany declared quarterly cash
dividends of $1,606,000 ($0.035 per share, pertggaof which $470,000 was paid November 1, 20é.expect to pay a regular cash
dividend in future quarters. This will be at theatetion of the board of directors and will depepdn our financial condition, operating
results, capital requirements and any other fadtk@doard of directors deems relevant. In additham agreements with our lenders may,
from time to time, restrict our ability to pay dikinds. All per share amounts have been retroagtiestated to give effect to a 2:1 stock split
in March 2004.
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Securities Authorized for Issuance under Equity Comensation Plans

Included in the following table are the number op$ outstanding, the average price and the nunflaarailable options remaining available
for future issuance under equity compensation plans

Equity compensation Plan Number of s ecurities Weighted-average N umber of securities
information:Plan category to be issue d upon exercise price of r emaining available
exercise of outstanding outstanding options, f or future issuance under
options, wa rrants and rights ~ warrants and rights e quity compensation plans
( excluding securities
r eflected in column (a))
@ (b) ( c)

Equity compensation plans approved
by security holders

1,414,439 $9.45 1,411,334
Equity compensation plans not - T
approved by security holders
0 0 0
Total 1,414,439 $9.45 T Latiass
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Item 6. Selected Financial Data.

The following tables set forth a summary of oursaidated financial data as of and for the fivedisyears ended September 30, 2006. The
selected financial data for the five fiscal yearded September 30, 2006, have been derived frorawalited consolidated financial
statements. The selected financial data presemfedvishould be read in conjunction with our corgatied financial statements, related notes,
other financial information included elsewhere, #edh 7. See "Management's Discussion and Anabfdignancial Condition and Results of
Operations" in this Annual Report. All share and gieare amounts have been retroactively restatgivéceffect to a 2:1 stock split in March
2004.

Year Ended Se ptember 30,
2006 2005 200 4 2003 2002
(in thousands, exc ept per share data)
Operations Statement Data:
Finance income ...........cccccceiiinnicnnne, $101,024 $69,479 $51 ,175  $34,862 $35,793
Equity in earnings of ventu 550 - --
Other inCome .........cecvvivniciiiiin, 405 219
Total revenue .......cccocvvvvcvccciiieee e 101,979 69,479 51 ,175 34,862 36,012
Costs and expenses:
General and administrative... 15,340 11 ,258 7,837 6,698
Interest expense ........... 1,853 845 1,855 3,643
Impairments ........... - - - -
Third party servicing ..... . 1 ,316 5,564 7,433
Provision for credit losses ....................... 300 - 950
Total EXPENSES .....oevvieiiieiiieiiee e 17,193 13 , 719 15,256 18,724
Income before provisions for income taxes ......... . e 76,825 52,286 37 ,456 19,606 17,288
Provisions for income taxes .......cccoeevvcceeee s 31,060 21,290 15 ,219 8,032 6,905
NetiNCOME ..ccvviiiiiiiiiiveceeeeeee e, $45,765 $30,996 $22 ,237  $11,574 $10,383
Basic netincome pershare ......ccccccevevceeceee v, $ 336 $ 229 $ 167 $ 123 $ 1.29
Diluted net income per share ......cc.ccoeeeeeeeeee. e, $ 313 $ 215 $ 157 $ 113 $ 1.19
Year Ended Se ptember 30,
2006 2005 2004 2003 2002
(in mi llions)
Other Financial Data:
Cash collections ............. . $ 2145 $ 1689 $ 114 0 $ 805 $ 786
Portfolio purchases, at cost ..........c.c.cocue.e 200.2 126.0 103. 7 115.6 36.6
Portfolio purchases, at face ............ccc.co.... 5,194.0 3,4452 2,833. 6 3576.4 1,495.7
Cumulative aggregate purchases, at face ........... 18,701.9 13,507.9 10,062. 7 7,349.0 3,772.7
Return on average assets (1) .......c.ccoceveenns 19.6% 18.3% 16.3 % 15.0% 21.6%
Return on average stockholders' equity (1) ........ 27.8% 23.9% 21.5 % 18.4% 36.9%

(1) The return on average assets is computed ligidgnet income by average total assets for theafiyear. The return on average
stockholders' equity is computed by dividing neime by the average stockholders' equity for theafiyear. Both ratios have been comp
using beginning and period-end balances.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operation.
Cautions Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains certaimfard-looking statements within the meaning of Bmvate Securities Litigation Reform
Act of 1995. Forwardeoking statements typically are identified by a$eéerms such as "may", "will", "should", "plan'gXpect”, "anticipate'
"estimate”, and similar words, although some fodsaoking statements are expressed differentlywBod looking statements represent our
judgment regarding future events, but we can gvassurance that such judgments will prove to lbeecb Such statements are subjec
risks and uncertainties that could cause actualteeto differ materially from those projected imch forward-looking statements. Certain
factors which could materially affect our resuliglaur future performance are described below utilisk Factors" and "Critical Accountil
Policies" in "ltem 7. Management's Discussion amélgsis of Financial Condition and Results of Ofieres." Forward-looking statements
are inherently uncertain as they are based onrmugsgectations and assumptions concerning futegate and are subject to numerous kn
and unknown risks and uncertainties. We cautionnaiuo place undue reliance on these forward-logpktatements, which are only
predictions and speak only as of the date of #p®nt. Except as required by law, we undertakebiigation to update or publicly announce
revisions to any forward-looking statements toaeflfuture events or developments. Unless the gbotberwise requires, the terms "we",
"us" "the Company", or "our" as used herein refeAsta Funding, Inc. and our subsidiaries.

Overview

We are primarily engaged in the business of aaggiimanaging, servicing and recovering on portfoibconsumer receivables. These
portfolios generally consist of one or more of thkowing types of consumer receivables:

o charged-off receivables - accounts that have hegten-off by the originators and may have beesvpusly serviced by collection
agencies;

o semi-performing receivables - accounts whereal#i®or is making partial or irregular monthly payitse but the accounts may have been
written-off by the originators; and

o performing receivables - accounts where the dédtmaking regular monthly payments that may oy mat have been delinquent in the
past.

We acquire these consumer receivable portfoli@ssignificant discount to the amount actually owgdhe borrowers. We acquire these
portfolios after a qualitative and quantitative lgses of the underlying receivables and calculategurchase price so that our estimated cash
flow offers us an adequate return on our acquisitiests and servicing expenses. After purchaspaytfolio, we actively monitor its
performance and review and adjust our collectiath servicing strategies accordingly.
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We purchase receivables from credit grantors anerstthrough privately negotiated direct salesaralions in which sellers of receivables
seek bids from several pre-qualified debt purcleadsfe pursue new acquisitions of consumer recesvaditfolios on an ongoing basis
through:

o our relationships with industry participants,leotion agencies, investors and our financing sesjrc
o brokers who specialize in the sale of consunmm@ivable portfolios; and

o other sources.

Critical Accounting Policies

We account for our investments in consumer recéévpbrtfolios, using either:

o the interest method; or

o the cost recovery method.

Generally, each purchase is considered a sepayfelip of receivables and is considered a finahivestment. Based upon the expected
performance characteristics of the receivablebénportfolio, we determine whether the portfoli@ghl be accounted for using the interest
method or the cost recovery method. If we can measly estimate the amount to be collected on dglimrtand can reasonably determine the
timing of such payments based on historic expedemd other factors, we use the interest methage ifannot reasonably estimate the fu
cash flows, we use the cost recovery method. Satiels all of our portfolios are currently accoedtfor using the interest method.

Prior to October 1, 2005, the Company accountedganvestment in finance receivables using thergst method under the guidance of
Practice Bulletin 6, "Amortization of Discounts @ertain Acquired Loans" provided we could reasopastimate the amount to be collected
on the portfolio and could reasonably determinetithéng of such payments. Effective October 1, 2ab& Company adopted and began to
account for its investment in finance receivablgisg the interest method under the guidance of AlGRtement of Position ("SOP") 03-3,
"Accounting for Loans or Certain Securities Acqdiia a Transfer." Practice Bulletin 6 was amendg&®P 03-3 as described further in this
note. Under the guidance of SOP 03-3 (and the aateRdactice Bulletin 6); static pools of accoumtsestablished. These pools are
aggregated based on certain common risk critedahStatic pool is recorded at cost and is accduoteas a single unit for the recognition
income, principal payments and loss provision. Qaséatic pool is established for a quarter, irdliai receivable accounts are not added to
the pool (unless replaced by the seller) or remdrad the pool (unless sold or returned to theespllSOP 03-3 (and the amended Practice
Bulletin 6) requires that the excess of the comtr@acash flows over expected cash flows not begeized as an adjustment of revenue or
expense or on the balance sheet. The SOP inifialzes the internal rate of return, referred ttR&®, estimated when the accounts receiv
are purchased as the basis for subsequent impditastimg. Significant increases in actual, or expé future cash flows may be recognized
prospectively through an upward adjustment of B bver a portfolio's remaining life. Any increasehe IRR then becomes the new
benchmark for impairment testing. Effective foichsyears beginning October 1, 2005 under SOP @3dXhe amended Practice Bulletin 6,
rather than lowering the estimated IRR if the altn estimates are not received or projected tebeived, the carrying value of a pool
would be written down to maintain the then curd@®R. If cash collections increase subsequent torgieg an impairment, reversal of the
previously recognized impairment is made priorng ecrease to the IRR.
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We originally set up a discounted present valueutation based on anticipated cash flows based tipnharacteristics of the portfolio
purchased. Based on our experience with the typemfolio acquired, and based on the liquidatiates expected, we then evaluate the
performance of the actual cash flows to the expecésh flows. In the event the actual cash floeseaceeding the original expectations, and
we believe this is indicative of a trend, we willjast the effective rate.

The significant portion of our portfolio purchasse credit card and wireless telecom charge-ofis fissuers whom we deal with regularly
and for many years. These portfolios generally hheesame characteristics from purchase to purcradéhus based on our experience, the
risk characteristics have not changed.

Results of Operations

The following discussion of our operations and ficial condition should be read in conjunction watlr financial statements and notes
thereto included elsewhere in this prospectushéise discussions, most percentages and dollar asnoave been rounded to aid presenta
As a result, all such figures are approximations.

Years ending September 30

2006 2005 2004

Finance income - 99.1% 100.0% 100.0%
Equity in earnings of venture - 0.5% 0.0% 0.0%
Other income - 0.4% 0.0% 0.0%
Total revenue - 100.0% 100.0% 100.0%
General and administrative - 17.9% 22.1% 22.0%
Interest expense - 4.6% 2.7% 1.7%
Impairments - 2.2% 0.0% 0.0%
Provision for credit and other losses - 0.0% 0.0% 0.6%
Third party servicing - 0.0% 0.0% 2.6%
Income before provision for income taxes - 75.3% 75.3% 73.1%
Provision for income taxes - 30.5% 30.6% 29.7%
Net Income - 44.9% 44.6% 43.4%

Year Ended September 30, 2006 Compared to the Ye&nded September 30, 2005

Finance income. For the year ended September 88, #iance income increased $31.5 million or 45t4%101.0 million from $69.5
million for the year ended September 30, 2005. ifibheease in finance income was primarily due tangnease in finance income earned on
consumer receivables acquired for liquidation, Whiesulted from an increase in the average outstgratcounts acquired for liquidation
during the fiscal year ended September 30, 2006o@pared to the same prior year period, couplél thie effect of increased yields on
certain portfolios. For the fiscal year ended Seytter 30, 2006, we acquired receivables at a cdd2@d.2 million as compared to $126.0
million for the year ended September 30, 2005.tReffiscal year ended September 30, 2006, we hagdenage of $215.0 million in
consumer receivables acquired for liquidation asgared to $159.4 million for the year ended Septmb, 2005, a 34.8% increase. Fine
income recognized from collections representeddopant sales was $32.0 million and $24.9 milliontfee years ended September 30, 2006
and 2005, respectively, while collections represeéity account sales decreased by 15.0%, or $9idmfilom $64.7 million to $55.0 millior
This decrease is primarily due to the sales obaegortfolios purchased in 2003 and 2004 with biglates of return primarily recognized in
2006.
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Adjustments to accretable yields on certain pddfolvere made based on available information, @sedh on improved liquidation rates
attained and forecasted to be attained by our fiarty collection agencies and attorneys. Manageétaieves the anticipated collections on
these portfolios to be in excess of our originajg@ctions. As we believe these improved liquidatiates will continue, we adjusted our
accretable yields by $44.5 million which impactestenue this year and will impact revenue in fuyears as well.

In 2004 the Company decided to increase its utibmaof the legal process to increase collectidis strategy has proven to be effective to
date, as we continue to utilize this strategy. @timissions and fees associated with gross catefrom our third-party collection
agencies and attorneys were approximately $103libmior 33.0% of gross collections, in the fisgalar ended September 30, 2006, as
compared to $49.9 million, or 22.8% of gross cdltets in the prior year. As we continue to purchpsefolios and utilize our third party
collection agencies and attorney networks, we guatie these costs will rise; however the contingdres should stabilize in the range of
30% to 33% of gross collections based upon thesaotimix of portfolios.

Other income. Other income of $405,000 for the yerfed September 30, 2006 includes service feenagenerated by VATIV and interest
income from banks and other loan instruments.

Equity in earnings of venture. In August 2006 therPany invested approximately $7.8 million for &2terest in a newly formed venture.
The venture invested in a bankruptcy liquidatioat thill collect on existing rental contracts aneé tlguidation of inventory. The investmen
expected to return to the Company its normal exgekittvestment results over a two to three yeaodefihe Company's share of the income
of $550,000 in 2006 is primarily due to sales @ flgher valued inventory early in the venturds [The Company has received
approximately $2.4 million through September 30Q&h cash distributions from the venture and aditawhal $1.8 million through
November 30, 2006 as returns of its investm

General and Administrative Expenses. For the yede@ September 30, 2006, general and administratipenses increased $3.0 million or
19.1% to $18.3 million from $15.3 million for theagr ended September 30, 2005. The increase waarpyimlue to an increase in the
administrative costs associated with the 34.9%eimee in the accounts acquired for liquidation. ifkkeease in the administrative expenses
included increased media costs, technology coalariss, and related benefits, professional fedsphone charges and rent.
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Interest Expense. For the year ended Septemb@086, interest expense increased $2.7 million 6t3% to $4.6 million from $1.9 million
for the year ended September 30, 2005. The increasgrimarily due to the increase in the averagstanding borrowings under our line of
credit during the year ended September 30, 2006mpared to the same prior year period. The aeevatstanding balance during the year
ended September 30, 2006 was $63.2 million as caedpa $34.3 million for the period ended Septen8@:r2005. Also, the average interest
rate for the year, excluding unused credit linesféecreased to 6.97% from 5.17% in 2005.

Net income. For the year ended September 30, 2@@6ncome increased $14.8 million or 47.7% to 84Billion from $31.0 million for the
year ended September 30, 2005. Net income per &ratee year ended September 30, 2006 increasé&d per diluted share or 45.6%
$3.13 per diluted share from $2.15 per diluted sliar the year ended September 30, 2005.

Year Ended September 30, 2005 Compared to the YeBnded September 30, 2004

Finance income. For the year ended September 88, #itance income increased $18.3 million or 35189%69.5 million from $51.2 million
for the year ended September 30, 2004. The inciedsgance income was primarily due to an increasfinance income earned on consu
receivables acquired for liquidation, which resdiffeom an increase in the average outstanding atsacquired for liquidation during the
fiscal year ended September 30, 2005, as comparhe same prior year period. For the fiscal yealed September 30, 2005, we acquired
receivables at a cost of $126.0 million as comp#oekL03.7 million for the year ended September2B04. For the fiscal year ended
September 30, 2005, we had an average of $159idmiih consumer receivables acquired for liquidatas compared to $125.9 million for
the year ended September 30, 2004, a 26.7% incremsace income recognized from collections remmésd by account sales was $24.9
million and $14.9 million for the years ended Sepber 30, 2005 and 2004, respectively. Based orabcaish flows for the year ended
September 30, 2005, and projected cash flows weadatidhange our estimates of collections duringyéer ended September 30, 2005. B
on actual cash flows for the year ended Septenihe2@4, and the then projected future cash flowsestain portfolios as compared to what
we estimated at September 30, 2003, a revisiomveate to the estimated collections. Such changedouting estimate has resulted in
approximately a $9.8 million increase in financedme recognized for the year ended September 84, {20 these portfolios. In 2004 The
Company decided to increase its utilization oflégal process to increase collections. This styabeg proven to be effective and we will
continue to utilize this strategy. The commissiand fees associated with gross collections fronthutat-party collection agencies and
attorneys were approximately $49.9 million, or 22.8f gross collections, in the fiscal year endept&maber 30, 2005, as compared to $25.9
million, or 18.5% of gross collections in the priarar.

General and Administrative Expenses. For the yede@ September 30, 2005, general and administratipenses increased $4.0 million or
36.3% to $15.3 million from $11.3 million for thegr ended September 30, 2004. The increase waarjflyimiue to an increase in the
administrative costs associated with the 26.7%emee in the accounts acquired for liquidation. ifkkeease in the administrative expenses
included court costs, data processing costs, ealgsayroll taxes and benefits, professional fieefjding implementation of the Sarbanes-
Oxley requirements, telephone charges and rent.

Third-party Servicing Expenses. Third-party semicexpenses related to a specific portfolio sedv/img an exclusive agent. The resulting
decrease in third partyarty servicing expenses was due to the eliminaifdhese accounts and thus the exclusive reldtiprregarding thes
accounts no longer exists. For the year ended Béyete30, 2005, third-party servicing expenses desa@ $1.3 million to $0 million from
$1.3 million for the year ended September 30, 26@4 the years ended September 30, 2005 and 2@®ptal gross finance income related
to third party servicing costs, which is includedinance income was $0 and $4.3 million, respetyiv
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Interest Expense. For the year ended Septemb@088, interest expense increased $1.0 million 8c3% to $1.9 million from $.8 million

for the year ended September 30, 2004. The increasgrimarily due to the increase in the averagstanding borrowings under our line of
credit during the year ended September 30, 200&mpared to the same prior year period. The aeevatstanding balance during the year
ended September 30, 2005 was $34.3 million as caedpa $27.8 million for the period ended Septen8@:r2004. Also, the average interest
rate for the year increased slightly to 5.17%.

Provision for Credit Losses. For the year endedeé®eper 30, 2005, the provision for credit lossesekesed $.3 million to $0 from $.3 for the
year ended September 30, 2004. The provision d@®3g was due to a write down on one of our findrertfolio of receivables

Net income. For the year ended September 30, 2@@%ncome increased $8.8 million or 39.4% to $3tillion from $22.2 million for the
year ended September 30, 2004. Net income per &ratee year ended September 30, 2005 increasé@ $er diluted share or 36.9%
$2.15 per diluted share from $1.57 per diluted stiar the year ended September 30, 2004

Liquidity and Capital Resources

As of September 30, 2006, we had cash and cashadepis of $7.8 million compared to $4.0 millionS#ptember 30, 2005. The increase in
cash and cash equivalents at September 30, 208nwmaarily due to the timing of our credit lineypaents, other liability payments and tax
payments for the year ended September 30, 2006nagazed to the prior year. The primary source shdeom operations is the collections
on the receivable portfolios that we have acquéned the primary source of cash from financing #@btis is the net borrowings under our line
of credit. These sources of cash were used mainlthé purchase of consumer receivables, partdibet by principal payments received
from collections of consumer receivables acquigadifjuidation. We rely significantly upon our legrd to provide the funds necessary for
purchase of consumer and commercial accounts ideiportfolios. In July of 2006, we entered irfte Fourth Amended and Restated Loan
Agreement with a consortium of banks, and as dtrebe credit facility is now $175 million up fro125 million, with an expandable feat
which allows the Company the ability to increase lihe to $225 million with the consent of the barnkhe new agreement expires on July
2009. The line of credit bears interest at thedee§ LIBOR plus an applicable margin, or the prirate minus an applicable margin based on
certain leverage ratios. The credit line is colialieed by all portfolios of consumer receivablegured for liquidation and contains
customary financial and other covenants (relativiahgible net worth, interest coverage, and leyeratio, as defined) that must be
maintained in order to borrow funds. The applicable at September 30, 2006 and 2005, respectiwvaly,7.25% and 6.25%. The average
interest rate for the years ended September 3@ 200 2005, respectively, was 6.97% and 5.17%.alVkeage rate is the result of using the
LIBOR calculation.

In January 2006, the Company entered into an andesuoie restated loan and security agreement thagased the line of credit with a
consortium of banks from $100 million to $125 nailii The amended and restated loan and securitgragre had an original expiration date
of May 11, 2006, which was extended 60 days to Ialy2006 to finalize negotiations on the new agrest.
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In addition, we may arrange for financing on a sagtional basis. While we have historically beele & finance portfolio purchases, we do
not have committed loan facilities, other than king of credit with a financial institution. As @fecember 8, 2006, September 30, 2006, and
September 30, 2005, we had outstanding borrowin§82.9, $82.8, and $29.3 million respectively unithés facility and we were in
compliance with all of the covenants under this lof credit.

The following table shows the changes in finanoeirables, including amounts paid to acquire nemfgloos:

Year Ended S eptember 30,
2006 2005 20 04 2003 2002
(in milli ons)

Balance at beginning of period ........ccccceeceee. $172.7 $146.1 $10 5.6 $36.1 $43.8
Acquisitions of finance receivables,
net of buybacks ......cccovvvivviiiiicieee 200.2 126.0 10 3.7 115.6 36.6
Cash collections from debtors
applied to principal (1) «ccoovevvveviieeneees e (90.4) (59.6) 3 7.6) (27.4) (44.3)
Cash collections represented by account sales

applied to principal (1) ......... (23.0) (39.8) 2 5.3) (18.2)
Impairment/Portfolio writedown .................... (2.2) - ( 0.3) (0.5)
Balance at end of period ................ $257.3 $172.7 $14 6.1 $105.6 $36.1

(1) Cash collections applied to principal consgdtsash collections less income recognized on firarceivables plus amounts received k
from the sale of consumer receivable portfoliothtad parties.

Net cash provided by operating activities was $48illon during the year ended September 30, 2806 pared to $32.1 million during tl
year ended September 30, 2005. The increase waarjlyi due to an increase in net income partiaffget by an increase in amount due fr
third party collection agencies and attorneys aheroassets at September 30, 2006, compared fwitheyear.

Net cash used in investing activities was $97.4ionilduring the year ended September 30, 2006, eoaapto $21.0 million during the ye
ended September 30, 2005. The increase in cashnugeasting activities was primarily due to amriease in the purchase of consumer
receivables acquired for liquidation, a distribatfoom the venture, offset by increase in principalections, and investment in an acquisition
and investment in the venture.

Net cash provided by financing activities was $58iBion during the year ended September 30, 2@80f)pared to net cash used in financ
activities of $10.3 million for the prior year. Timcrease in the net cash provided by financing pvamarily due to a $53.5 million increase
borrowings during the year ended September 30,,2806ompared to repayments of $10.1 million ingher year. On July 11, 2006, the
Company entered into the Fourth Amended and Rektatan Agreement with a consortium of banks, asd gesult, the credit facility is
now $175 million, up from $125 million, with an empdable feature which allows the Company the ghititincrease the line to $225 million
with the consent of the banks. The line of creddns interest at the lesser of LIBOR plus an appl&emargin, or the prime rate minus an
applicable margin based on certain leverage rafios.credit line is collateralized by all portfaiof consumer receivables acquired for
liquidation and contains customary financial anteotcovenants (relative to tangible net worth,riedecoverage, and leverage ratio, as
defined) that must be maintained in order to borfemds. The term of the agreement is three yedrs.applicable rate at September 30, 2006
and 2005, respectively, was 7.25% and 6.25%. Theage interest rate for the years ended Septendh@086 and 2005, respectively was
6.97% and 5.17% excluding unused credit line f€as.average rate is the result of using the LIB@Ruwation.
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In January 2006, the Company entered into an andemae restated loan and security agreement thagaeed the line of credit with a
consortium of banks from $100 million to $125 nailii The amended and restated loan and securitgragre had an original expiration date
of May 11, 2006, which was extended 60 days to Ily2006 to finalize negotiations on the new agemt.

Our cash requirements have been and will contiadeetsignificant. We depend on external financmgdquire consumer receivables. Dul
the year ended September 30, 2006, we acquiredicangortfolios at a cost of approximately $200ifliom having an aggregate
outstanding balance totaling approximately $5.Rduil

We anticipate funds available under our currenditfecility and cash from operations will be soféint to satisfy our estimated cash
requirements for at least the next 12 monthsotfahy reason, our available cash otherwise prtwbe insufficient to fund operations
(because of future changes in the industry, geme@iomic conditions, unanticipated increases perges, or other factors, including
acquisitions), we may be required to seek additibimading.

We may consider possible acquisitions of, or inwesits in, complementary businesses. Any such gesatiiguisitions or investments may be
material and may require us to incur a signifiambunt of debt or issue a significant amount ofitgcgecurities. Further, any business that
we acquire or invest in will likely have its ownpital needs, which may be significant, and whichmagy be called upon to satisfy.

Supplementary Information on Consumer Receivables éttfolios:
Portfolio Purchases

Year Ended September 30,

2006 2005 2004
(in millions)
Aggregate Purchase Price .................. $ 200.2 $ 126.0 $ 103.7
Aggregate Portfolio Face Amount............ 5 ,194.0 3,445.2 2,833.5

The prices we pay for our consumer receivable plof are dependent on many criteria includingage of the portfolio, the number of third
party collection agencies and attorneys that haen linvolved in the collection process and the giagcal distribution of the portfolio.
When we pay higher prices for portfolios which peaforming or fresher, we believe it is not at saerifice of our expected returns. Price
fluctuations for portfolio purchases from quarquarter or year over year are indicative of therall mix of the types of portfolios we are
purchasing.
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Schedule of Portfolios by Income Recognition Categp

Se ptember 30, 2006 September 30, 2005 September 30, 2004
Cos t Interest Cost Interest Cost Interest
Recov ery Method Recovery Method Recovery Method
Portfo lios Portfolios  Portfolios  Portfolios Portfolios  Portfolios
(in millions)

Original Purchase

Price (at period end) .................. $ 506 $ 655.0 $ 493 $ 4548 $ 493 $ 3288
Cumulative Aggregate

Managed Portfolios

(at period end) .......ccoeevrrennne 2,2 05.0 16,332.8 2,168.4 11,339.5 2,168.4 7,894.3
Receivable Carrying
Value (at period end) .................. 11 256.3 0.1 172.6 1.3 144.8

Finance Income Earned
(for the respective

Period) .......cccevveiriieiiiene 34 97.6 5.4 64.1 5.4 45.3
Total Cash Flows (for
the respective

period) ......ccoceiiiiiiiiin 3.7 210.8 6.6 162.3 7.6 104.5

The original purchase price reflects what we paidliie receivables from 1998 through the end ofélspective period. The cumulative
aggregate managed portfolio balance is the origiggtegate amount owed by the borrowers at thegti: respective period. Additional
differences between year to year period end batamag result in the transfer of portfolios betwéaminterest method and the cost recovery
method. We purchase consumer receivables at stiasdiacounts from the face amount. We recordrfegincome on our receivables under
either the cost recovery or interest method. Theivable carrying value represents the currenstinghe receivables after collections and
amortization of the original price.

Collections Represented by Account Sales

Collecti ons

Represen ted Finance

By acco unt Income
Year Sales Recognized
2006 ..oovieiiiieeeens $55,035, 000 $32,041,000
2005 ..ooiiiiiiieeeeis 64,731, 000 24,918,000
2004 ..o 40,260, 000 14,948,000

Finance income recognized from collections represthy account sales in 2006 increased due to sht@stain portfolios purchased in 2C
with higher rates of return.
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Portfolio Performance (1)

The following table summarizes our historical politf purchase price and cash collections on acdrasik portfolios on an annual vintage
basis since October 1, 2001 through September(®®. 2

Net C ash Collections Estimated Tota | Total Collections

Purchase Purchase Inc luding Cash Remaining Estima ted as a Percentage
Period Price(2) Sales (3) Collections(4) Collecti ons(5)  of Purchase Price
2001 ........... $ 65,120,000 $ 94,603,000 - 94,6 03,000 145%

2002 ........... 36,557,000 51,816,000 - 51,8 16,000 142%

2003 115,626,000 172,924,000 25,816,000 198,7 40,000 172%

2004 103,743,000 132,659,000 29,700,000 162,3 59,000 157%

2005 ........... 126,023,000 103,830,000 102,935,000 206,7 65,000 164%

2006 ........... 200,237,000 63,704,000 241,548,000 305,2 52,000 152%

(1) Total collections do not represent full colleos of the Company with respect to this or anyeotfear.

(2) Purchase price refers to the cash paid tolergelacquire a portfolio less the purchase pridended by a seller due to the return of non-
compliant accounts (also defined as put-backs).

(3) Cash collections include: net collections froor third-party collection agencies and attornegdiections from our in-house efforts and
collections represented by account sales.

(4) Does not include estimated collections fromtfodios that are zero basis
(5) Total estimated collections refers to the dateh cash collections, including cash sales, pitsned remaining collections.

We do not anticipate collecting the majority of fhechased principal amounts. Accordingly, theedé#hce between the carrying value of the
portfolios and the gross receivables is not indreadf future finance income from these accountpaed for liquidation. Since we purchased
these accounts at significant discounts, we artieipollecting only a portion of the face amounts.

For the year ended September 30, 2006, we recaffirnce income of $3.4 million under the cosorary method because we collected
$3.4 million in excess of our purchase price ortaierof these portfolios. In addition, we earned . $9million of finance income under the
interest method based on actuarial computationshwihiturn are based on actual collections dutigteriod and on what we project to
collect in future periods. During the year endedt8mber 30, 2006, we purchased portfolios withggregate purchase price of $200.2
million with a face value (gross contracted amowhi$5.2 billion.

New Accounting Pronouncements

In September 2006, the SEC staff issued Staff Actiog Bulletin No. 108, Considering the EffectsRafor Year Misstatements when
Quantifying Misstatements in Current Year Finan&tdtements (SAB 108). SAB 108 was issued in dalefiminate the diversity in practi
surrounding how public companies quantify finansiatement misstatements. SAB 108 requires thatragts quantify errors using both a
balance sheet and income statement approach ahdevevhether either approach results in a misst@teount that, when all relevant
guantitative and qualitative factors are considei®chaterial. SAB 108 must be implemented by thet @ the Company's fiscal 2007. The
Company is currently assessing the potential eBE&AB 108 on its financial statements.
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In September 2006, the Financial Accounting Stassi&oard ("FASB") issued FASB Statement No. 158pleyer's Accounting for Define
Benefit Pension and Other Postretirement Plansl aamendment of FASB Statements No. 87, 88, 106 and

132(R). This Statement improves financial reportiggequiring an employer to recognize the overfuthdr underfunded status of a defined
benefit postretirement plan (other than a multieayer plan) as an asset or liability in its statehwdrfinancial position and to recognize
changes in that funded status in the year in wtliehchanges occur through comprehensive incoméuo$imess entity. This Statement also
improves financial reporting by requiring an empoyo measure the funded status of a plan as afateeof its year-end statement of
financial position, with limited exceptions. The @pany believes that, when adopted will not imphetCompany.

In September 2006, the FASB issued FASB Statemenflbl7, Fair Value Measurements. This Statemeimeiefair value, establishes a
framework for measuring fair value in generallyguted accounting principles (GAAP), and expandslaksires about fair value
measurements. This Statement applies under otheunting pronouncements that require or permitfalue measurements, the Board
having previously concluded in those accountingipumcements that fair value is the relevant measemé attribute. Accordingly, this
Statement does not require any new fair value nreagents. FASB Statement No. 157 will be effectimedur financial statements issued for
our fiscal year beginning October 1, 2008. We dpaxpect the adoption of FASB Statement No. 157aiee a material impact on our
financial reporting, and we are currently evalugtine impact, if any, the adoption of FASB Statetridén. 157 will have on our disclosure
requirements.

In June 2006, the Financial Accounting Standardsr&¢'FASB") issued FASB Interpretation No. 48, tdanting for Uncertainty in Income
Taxes - an interpretation of FASB Statement No."1B&N 48), which prescribes a recognition threshahd measurement attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 also provides guidance
on derecognition, classification, interest and fteg&® accounting in interim periods, disclosure amansition. FIN 48 will be effective for our
fiscal year beginning October 1, 2007. We do n@eex the adoption of FIN 48 to have a material ictj@a our financial reporting and
disclosure.

In March 2006, the FASB issued FASB Statement 96, Accounting for Servicing of Financial Asse-amendment of FASB Statement
No. 140. This Statemer

1. Requires an entity to recognize a servicingtagsgervicing liability each time it undertakes@bligation to service a financial asset by
entering into a servicing contract under certatnagions.

2. Requires all separately recognized servicingtasand servicing liabilities to be initially measd at fair value, if practicable.

3. Permits an entity to choose either the amoitimanethod or the fair value measurement methodesyleent measurement methods for each
class of separately recognized servicing assetsanviting liabilities:
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4. At its initial adoption, permits a one-time ressification of available-for-sale securities &ding securities by entities with recognized
servicing rights, without calling into question ttreatment of other available-for-sale securitiedar Statement 115, provided that the
available-for-sale securities are identified in gomanner as offsetting the entity's exposure ta@esin fair value of servicing assets or
servicing liabilities that a servicer elects to sefpuently measure at fair value.

5. Requires separate presentation of servicingsaase servicing liabilities subsequently measuatsfair value in the statement of financial
position and additional disclosures for all sepalyatecognized servicing assets and servicinglitegsi.

We do not expect FASB No. 156 to have a materighkich on our financial reporting, and we are cutyegntaluating the impact, if any, the
adoption of FASB No. 156 will have on our disclasuequirements. The statement becomes effectigethft beginning of the first fiscal
year that begins after September 15, 2I

In February 2006, the FASB issued FASB Statementl§b, Accounting for Certain Hybrid Financial Inshents -and amendment of FAS
Statements No. 133 and 140. This Statement:

a. Permits fair value remeasurement for any hyfimahcial instrument that contains an embeddedvdtvie that otherwise would require
bifurcation

b. Clarifies which interest-only strips and prirmijonly strips are not subject to the requirementStatement 133

c. Establishes a requirement to evaluate intenestscuritized financial assets to identify intésebat are freestanding derivatives or that are
hybrid financial instruments that contain an emleetiderivative requiring bifurcation

d. Clarifies that concentrations of credit risklie form of subordination are not embedded derreati

e. Amends Statement 140 to eliminate the prohibitio a qualifying special-purpose entity from holgla derivative financial instrument that
pertains to a beneficial interest other than anafleeivative financial instrument.

The statement became effective for us on Octob2006. We do not expect the adoption of FASB N& tbbhave a material impact on our
financial reporting and disclosure.

In May 2005, the FASB issued SFAS 154, "Accountiiftanges and Error Corrections

- a replacement of APB Opinion No. 20 and FASB&tant No. 3" (SFAS 154), which requires a retrospe@pplication to prior periods'
financial statements of changes in accounting fpiador all periods presented. This statementaegd APB Opinion No. 20 which required
that most voluntary changes in accounting prindjdeecognized by including in net income of theqekof the change the cumulative effect
of changing to the new accounting principle. Thevigions of SFAS 154 are effective for fiscal yelaeginning after December 15, 2006.
Currently there is no impact on the Company.

Inflation:
We believe that inflation has not had a materigdaat on our results of operations for the yearedr&keptember 30, 2006, 2005 and 2004.
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Seasonality and Trends

Our management believes that our operations magrtee extent, be affected by high delinquency raelsby lower recoveries on consumer
receivables acquired for liquidation during or ghyofollowing certain holiday periods and duringetiummer months. In addition, on occa:
the market for acquiring distressed receivables d@eome more competitive thereby possibly dimingslour ability to acquire such
distressed receivables at attractive prices in peciods.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

We are exposed to various types of market riskénrntormal course of business, including the impégiterest rate changes and changes in
corporate tax rates. A material change in thessmeduld adversely affect our operating resultscasth flows. At September 30, 2006, our
$175 million credit facility, all of which is varide debt, had an outstanding balance of $82.8amillA 25 basigoint increase in interest ra
would have increased our annual interest expen$d 59,000 based on the average balance outstaddiirg the fiscal year. We do not
currently invest in derivative financial or commudinstruments.

Item 8. Financial Statements And Supplementary Data

The Financial Statements of the Company, the Nib&rgto and the Report of Independent Auditorsethverequired by this item appear in
this report on the pages indicated in the followimgdex:

Index to Audited Financial Statements: Page
Report of Independent Registered Public Accounting Firm F-2
Consolidated Balance Sheets - September 30, 2006 an d 2005 F-3
Consolidated Statements of Operations - Years ended

September 30, 2006, 2005 and 2004 F-4
Consolidated Statements of Shareholders' Equity - Y ears ended
September 30, 2006, 2005 and 2004 F-5
Consolidated Statements of Cash Flows - Years ended

September 30, 2006, 2005 and 2004 F-6
Notes to Consolidated Financial Statements F-7

Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure.
None.
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Item 9A. Controls and Procedures.
Disclosure Controls and Procedures

The Company's chief executive officer and chieéfioial officer have reviewed and evaluated thecéffeness of the Company's disclosure
controls and procedures (as defined in ExchangdrAitds 240.13a-15(e) and 240.15d-15(e)) as ofrideoéthe period ended September 30,
2006. Based on that evaluation, they have concltitetdthe Company's disclosure controls and praesdas of the end of the period covered
by this report are effective in timely providingeth with material information relating to the Compaaquired to be disclosed in the reports
the Company files or submits under the Exchange Act

Management's Annual Report on Internal Control Over Financial Reporting

The Company's management is responsible for esiéfidi and maintaining adequate internal controt éimancial reporting (as defined in
Rule 13a-15(f) under the Exchange Act). Under tigesvision and with the participation of the Comypamanagement, including its
principal executive officer and principal financ@ficer, the Company conducted an assessmeneddftactiveness of its internal control o
financial reporting. In making this assessment,Gbenpany used the criteria set forth by the Conemitif Sponsoring Organizations of the
Treadway Commission in Internal Control - Integdafeamework. Based on management's assessmenbiiga@y believes that, as of
September 30, 2006, the Company's internal cootr@l financial reporting is effective based on thosteria.

The Company's internal control system was desigm@dovide reasonable assurance regarding théilélieof financial reporting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples in the U.S. The
Company's internal control over financial reportingludes those policies and procedures that:

(i) pertain to the maintenance of records thatgasonable detail, accurately and fairly refleettitansactions and dispositions of the assets of
the Company;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in accordance with
accounting principles generally accepted in the LABd that receipts and expenditures of the Cogpesbeing made only in accordance
with authorization of management and directordhef€ompany; and

(iii) provide reasonable assurance regarding praver timely detection of unauthorized acquisitiose or disposition of the Company's
assets that could have a material effect on thedatimlated financial statements.

There are inherent limitations to the effectivenefsany control system. A control system, no matiar well conceived and operated, can
provide only reasonable assurance that its obgestive met. No evaluation of controls can provizkohite assurance that all control issues
and instances of fraud, if any, within the Comphaaye been detected. Also, projections of any etialuaf effectiveness to future periods
subject to the risk that controls may become inadtxbecause of changes in conditions or becaasietiree of compliance with the policies
and procedures may deteriorate.
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There have not been any changes in the Compangtaah controls over financial reporting identifisdconnection with an evaluation ther:
that occurred during the Company's fourth fiscalrtgr that have materially affected, or are reastenigkely to materially affect the
Company's internal control over financial reporti@ere were no significant deficiencies or matexi@aknesses, and therefore no corrective
actions were taken.

Eisner LLP, the independent registered public asting firm who also audited the Company's constdiddinancial statements have issued
an audit report on management's assessment obtinga&dy's internal control over financial reportagjof September 30, 2006. Eisner's
attestation report on management's assessmere Gfaimpany's internal control over financial repagtis included below.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Asta Funding, Inc. and Subsidiaries

We have audited management's assessment, includeel accompanying Management's Annual Report temrial Control Over Financial
Reporting, that Asta Funding, Inc. and subsidiamedntained effective internal control over finaadgieporting as of September 30, 2006,
based on, criteria established in Internal Contrbitegrated Framework issued by the CommitteBpainsoring Organizations of the
Treadway Commission ("COSQO"). Asta Funding, Ina anbsidiaries management is responsible for maingaeffective internal control
over financial reporting and for its assessmerthefeffectiveness of internal control over finahogporting. Our responsibility is to express
an opinion on management's assessment and anmpinithe effectiveness of the Company's internatrobover financial reporting based
on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti@dé@/nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditideld obtaining an understanding of internal cordv@r financial reporting, evaluating
management's assessment, testing and evaluatidgsfgn and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statets:iéor external purposes in accordance with acéogmtrinciples generally accepted in the
United States of America. A company's internal owrdver financial reporting includes those pol&cand procedures that (i) pertain to the
maintenance of records that, in reasonable detilirately and fairly reflect the transactions disgpositions of the assets of the Company;
(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in accordance with
accounting principles generally accepted in theté¢hStates of America, and that receipts and experd of the Company are being made
only in accordance with authorizations of manageraed directors of the Company; and (iii) proviédasonable assurance regarding
prevention or timely detection of unauthorized asijion, use, or disposition of the Company's as#iedt could have a material effect on the
financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgexct to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management's assessment that Astdifrg, Inc. and subsidiaries maintained effedtivernal control over financial reporting
as of September 30, 2006, is fairly stated, imelterial respects, based on, the COSO criteria, Asour opinion, Asta Funding, Inc. and
subsidiaries maintained, in all material respegffective internal control over financial reportiag of September 30, 2006, based on the
COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of Asta Funding, Inc. and subsidias of September 30, 2006 and 2005, and thedealahsolidated statements of operati
stockholders' equity, and cash flows for each efythars in the three-year period ended Septemh&@08®, and our report dated December 6,
2006, expressed an unqualified opinion on thoseaatated financial statements.

Eisner LLP
New York, New York
December 6, 2006

Item 9B. Other Information.
None.

PART IlI
Item 10. Directors, Executive Officers and Corpora¢ Governance.

Information contained under the caption "Direct@secutive Officers, and Corporate Governance indafinitive Proxy Statement to be
filed with the Commission on or before JanuaryZ2®)7, is incorporated by reference in responshisoltem 10.

We have adopted a Code of Ethics for our Seniaarkaial Officers that is incorporated into this Fat6iK in Exhibit 14.1.
Item 11. Executive Compensation.

Information contained under the caption "Executd@mpensation” in our definitive Proxy Statemenbédfiled with the Commission on or
before January 26, 2007 is incorporated by referémcesponse to this Item 11.
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Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter.

Information contained under the caption "Securityr@rship of Certain Beneficial Owners and Managetnierour definitive Proxy
Statement to be filed with the Commission on opbeflanuary 26, 2007 is incorporated herein byeaf® in response to this Item 12.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

Information contained under the caption "CertaitaRenships and Related Transactions" in our dé¥i@iProxy Statement to be filed with -
Commission on or before January 26, 2007 is inaatpd by reference in response to this Item 13.

Item 14. Principal Accounting Fees and Services.

Information contained under the caption "Princifitacounting Fees and Services" in our definitiveXyr8tatement to be filed with the
Commission on or before January 26, 2007 is inaatpd by reference in response to this Item 14.

Part IV
Item 15. Exhibits, Financial Statement Schedules.

Exhibits designated by the symbol * are filed vtitls Annual Report on Form 10-K. All exhibits nat designated are incorporated by
reference to a prior filing as indicated.

Exhibits designated by the symbol + are managegmittacts or compensatory plans or arrangemertsteaequired to be filed with this
report pursuant to this Item 15.

The Company undertakes to furnish to any stockm@deequesting a copy of any of the following éxisi upon payment to us of the
reasonable costs incurred by us in furnishing aimh £xhibit.

(a) The following documents are filed as part @ tieport
1. Financial Statements - See Index to Consolidaieancial Statements in Part Il, Item 8
2. Exhibits

Exhibit
Number

3.1 Certificate of Incorporation. (1)

3.2 Amendment to Certificate of Incorporation (3)

3.3 By laws. (2)

10.1 Asta Funding, Inc 1995 Stock Option Plan aAded (1) +
10.2 Asta Funding, Inc. 2002 Stock Option Plant(3)

10.3 Asta Funding, Inc. Equity Compensation Plgn+(6

10.4 Third Amended and Restated Loan and Secugtgdment dated May 11, 2004, between the Compathysaae! Discount Bank of NY
(5)
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10.5 Fourth Amended and Restated Loan and Sedwgityement dated July 10, 2006, between the Comaadysrael Discount Bank of NY
()

10.6 Lease agreement between the Company and 2idnSyvenue LLC dated July 29, 2006 (8)

14.1 Code of Ethics for Senior Financial Officet} (

21.1 Subsidiaries of the Company*

31.1 Certification of Registrant's Chief Execut®#icer, Gary Stern, pursuant to Section 302 of$lagbanes-Oxley Act of 2002. *

31.2 Certification of Registrant's Chief Finandidficer, Mitchell Cohen, pursuant to Section 302tef Sarbanes-Oxley Act of 2002. *
32.1 Certification of the Registrant's Chief ExéoeitOfficer, Gary Stern, pursuant to Section 90&hef Sarbanes-Oxley Act of 2002.*
32.2 Certification of the Registrant's Chief Fin@h©fficer, Mitchell Cohen, pursuant to Sectior6aff the Sarbanes-Oxley Act of 2002.*
(1) Incorporated by reference to an Exhibit to Astsding's Registration Statement on Form SB-2(Nib. 33-97212).

(2) Incorporated by reference to an Exhibit to Astading's Annual Report on Form 10-KSB for theryeaded September 30, 1999.

(3) Incorporated by reference to an Exhibit to Astsding's Quarterly Report on Form 10-QSB forttiree months ended March 31, 2002.
(4) Incorporated by reference to Exhibit 14.1 tdaASunding's Annual Report on form 10-K for theryeaded September 30, 2004.

(5) Incorporated by reference to Exhibit 10.1 tdaAsunding's Current Report on Form 8-K filed M&y 2004.

(6) Incorporated by reference to Exhibit 10.1 tdaASunding's Current Report on Form 8-K filed MaB;2006.

(7) Incorporated by reference to Exhibit 10.1 tdaAsunding's Current Report on Form 8-K filed J1#y 2006.

(8) Incorporated by reference to Exhibit 10.1 tdaaASunding's Current Report on Form 8-K filed Auglis2005.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgjeaAct, the Registrant caused this report to ¢peesl on its behalf by the undersigned,
thereunto duly
authorized.

ASTA FUNDING, INC.

Dat ed: Decenber 14, 2006 By:/s/Gary Stern

Gary Stern
Presi dent and Chief Executive Oficer
(Principal Executive Oficer)
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In accordance with the Exchange Act, this reposttheen signed below by the following persons oralfeti the Registrant and in the
capacities and on the dates indicated:

Signature Titl e Date

/s/G-ary Stern P-r_(;.-sident, C ;ﬂef Executive Officer and Dir;t-:;or December 14, 2006
Garystem

/s/Mitchell Cohen Chief Financ ial Officer December 14, 2006

Mitchell Cohen

/s/Arthur Stern Chairman of the Board and Executive December 14, 2006
--------------------- Vice Preside nt
Arthur Stern

/s/Herman Badillo Director December 14, 2006

Herman Badillo

/s/lEdward Celano Director December 14, 2006

Edward Celano

/s/Harvey Leibowitz Director December 14, 2006

Harvey Leibowitz

/s/David Slackman Director December 14, 2006

David Slackman

/s/Alan Rivera Director December 14, 2006
Alan Rivera
/s/Louis A. Piccolo Director December 14, 2006

Louis A. Piccolo
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Asta Funding, Inc. and Subsidiaries

We have audited the accompanying consolidated balsineets of Asta Funding, Inc. and subsidiaried &eptember 30, 2006 and 2005, and
the related consolidated statements of operatsiaskholders' equity and cash flows for each ofydrs in the three-year period ended
September 30, 2006. These consolidated finan@t@rsents are the responsibility of the Companyisageament. Our responsibility is to
express an opinion on these consolidated finastagé¢ments based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements enumeratsale present fairly, in all material respects,¢hnsolidated financial position of Asta
Funding, Inc. as of September 30, 2006 and 20Gbtlconsolidated results of their operationstaed consolidated cash flows for each of
the years in the three-year period ended SepteBthe&2006, in conformity with accounting principigsnerally accepted in the United States
of America.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of Asta Funding, Inc. and Subsidiaries internaltomrover financial reporting as of September 3W&, based on criteria established in
Internal Control-Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission, and our report
dated December 6, 2006 expressed an unqualifiedompon management's assessment of, and the effegeration of, internal control over
financial reporting.

Eisner LLP
New York, New York
December 6, 2006
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ASTA FUNDING, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

ASSETS
Cash and cash equivalents
Consumer receivables acquired for liquidation (at
Due from third party collection agencies and atto
Investment in venture
Furniture and equipment (net of accumulated depre
in 2006 and $1,426,000 in 2005)

Deferred income taxes
Other assets

LIABILITIES
Advances under line of credit
Other liabilities
Dividends payable
Income taxes payable
Deferred income taxes

Total liabilities

Commitments

STOCKHOLDERS' EQUITY
Preferred stock, $.01 par value; authorized 5,000,0
issued - none
Common stock, $.01 par value, authorized 30,000,000
and outstanding 13,755,157 shares in 2006 and
Additional paid-in capital
Retained earnings

Total stockholders' equity

See notes to consolidated financial stateme-3

$ 7,826,000
net realizable value) 257,275,000
rneys 3,062,000
5,965,000
ciation of $1,769,000
1,101,000

7,577,000
5,034,000

$ 82,811,000
4,338,000
6,052,000
10,377,000

00;

shares, issued

13,595,324 in 2005 138,000
61,803,000
122,321,000

ptember 30,

$ 4,059,000
172,727,000
1,425,000

989,000

838,000

$ 29,285,000
3,704,000
476,000
1,243,000
153,000

136,000
60,798,000
84,243,000




ASTA FUNDING, INC. AND SUBSIDIARIES

Consolidated Statements of Operations

Revenues:

Finance income

Other income

Equity in earnings of venture

General and administrative expenses
Interest expense

Impairments

Provisions for credit and other losses

Third-party servicing expenses

Income before provision for income taxes

Provision for income taxes

Net income

Basic net income per share
Diluted net income per share
Weighted average shares:

Basic
Diluted

See notes to consolidated financial stateme-4

Year Ended
September 30,
2006 2005
$101,024,000 $ 69,479,000
405,000 -
550,000 -
101,979,000 69,479,000
18,268,000 15,340,000
4,641,000 1,853,000
2,245,000 --
25,154,000 17,193,000
76,825,000 52,286,000
31,060,000 21,290,000
$ 45,765,000 $ 30,996,000
$ 3.36 $ 2.29
$ 3.13 $ 2.15
13,637,406 13,543,580
14,615,148 14,410,275

51,175,000
11,258,000
845,000
300,000

1,316,000

37,456,000

15,219,000

13,346,125
14,154,125



ASTA FUNDING, INC. AND SUBSIDIARIES

Consolidated Statements of Stockholders' Equity

Additional
Com mon Stock Paid-in Retained
Shares Amount Capital Earnings Total

Balance, September 30, 2003 13,180,926 $ 132,000 $57,718,000 $34,517,0 00 $92,367,000
Exercise of options 251,668 2,000 1,363,000 1,365,000
Tax benefit from exercise of

non qualified stock options 103,000 103,000
Dividends (1,606,0 00) (1,606,000)
Net income 22,237,0 00 22,237,000
Balance, September 30, 2004 13,432,594 134,000 59,184,000 55,148,0 00 114,466,000
Exercise of options 162,730 2,000 1,417,000 1,419,000
Tax benefit arising from exercise

of non qualified stock options 197,000 197,000
Dividends (1,901,0 00) (1,901,000)
Net income 30,996,0 00 30,996,000
Balance, September 30, 2005 13,595,324 136,000 60,798,000 84,243,0 00 145,177,000
Exercise of options 159,833 2,000 870,000 872,000
Tax benefit arising from exercise

of non qualified stock options 30,000 30,000
Dividends (7,687,0 00) (7,687,000)
Compensation expense 105,000 105,000
Net income 45,765,0 00 45,765,000
Balance, September 30, 2006 13,755,157 $ 138,000 $61,803,000 $122,321,0 00  $184,262,000

See notes to consolidated financial stateme-5



ASTA FUNDING, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
operating activities:
Depreciation and amortization
Deferred income taxes
Impairments of consumer receivables acquired
Stock based compensation
Equity in earnings of venture
Cash distribution from venture
Provision for credit and other losses
Changes in:
Due from third party collection agencies and att
Other assets
Income taxes payable
Other liabilities
Restricted cash and cash equivalents

Net cash provided by operating activities

Cash flows from investing activities:

Purchase of consumer receivables acquired for li

Principal payments received from collection of ¢
receivables acquired for liquidation

Principal payments received from collections rep
By sales of consumer receivables acquired for

Investment in venture

Cash distribution received from venture

Change in other assets and investments

Acquisition of businesses, net of cash acquired

Capital expenditures

Deposit on receivable purchase

Auto loan principal payments collected

Net cash used in investing activities
Cash flows from financing activities:
Borrowings (repayments) under line of credit, n
Dividends paid

Proceeds from exercise of stock options
Tax benefit arising from exercise of non-qualified

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid for:
Interest

Income taxes

See notes to consolidated financial stateme-6

Year Ended Se
2006 2005

$ 45,765,000 $ 30,99

provided by
575,000 48
(7,730,000) 10
for liquidation 2,245,000
105,000
(550,000)
550,000
orneys (1,637,000) (58
(191,000) 62
9,134,000 (18
632,000 61
48,898,000 32,05
quidation (200,237,000) (113,53
onsumer
90,450,000 59,64
resented
liquidation 22,994,000 39,81
(7,810,000)
1,845,000
(2,862,000)
(1,406,000) (13,52
(423,000) (68
7,28
(97,449,000) (20,99
et 53,526,000 (10,07
(2,110,000) (1,89
872,000 1,41
stock options 30,000 19
52,318,000 (10,34
S 3,767,000 71

4,059,000 3,34

$ 7,826,000 $ 4,05

$ 4,766,000 $ 1,92

$ 29,535,000 $ 21,24

ptember 30,
2004

6,000 $ 22,237,000

5,000 356,000
9,000 (41,000)

300,000
8,000) (777,000)
2,000 (398,000)
2,000) 623,000
5,000 (530,000)
- 54,000

7,000)  (103,743,000)
8,000 37,558,000

3,000 25,312,000

1,000)

5,000) (146,000)

8,000  (7,288,000)
5,000

0,000) 22,974,000
4,000)  (1,466,000)
9,000 1,365,000
7,000 103,000

5,000 (3,502,000)
4,000 6,846,000

9,000 $ 3,344,000

7,000 $ 766,000

4,000 $ 14,534,000




ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

NOTE A - THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES
[1] The Company:

Asta Funding, Inc., together with its wholly ownsabsidiaries, (the "Company") is engaged in thenass of purchasing, managing for their
own account and servicing charged-off receivatdemi-performing receivables and performing recdesiEharged-off receivables are
accounts that have been written-off by the origirmand may have been previously serviced by daleagencies Semi-performing
receivables -- accounts where the debtor is cuyremiking partial or irregular monthly paymentst the accounts may have been written-off
by the originators. Performing receivables are ant®where the debtor is making regular monthlynpayts that may or may not have been
delinquent in the past. Distressed consumer rebkEsare the unpaid debts of individuals to bafikance companies and other credit
providers. A large portion of our distressed consuraceivables are MasterCard(R), Visa(R), othediticard accounts and
telecommunication accounts which were charged-ythke issuers for non-payment. We acquire thestghios at substantial discounts from
their face values that are based on the charautsr{gssuer, account size, debtor location andcdgiebt) of the underlying accounts of each
portfolio.

[2] Principles of consolidation:

The consolidated financial statements include twants of the Company and its wholly owned subsiels. The Company's investment in
the venture, representing a 25% interest, is adeduior using the equity method. All significantercompany balances and transactions have
been eliminated in consolidation.

[3] Cash and cash equivalents:
The Company considers all highly liquid investmausith a maturity of three months or less at theeddtpurchase to be cash equivalents.

The Company maintains cash balances in variousdiahinstitutions. Management periodically evaksathe creditworthiness of such
institutions. Cash balances may, from time to timeeed FDIC limits.

[4] Income recognition:

Prior to October 1, 2005, the Company accounted@ganvestment in finance receivables using thergst method under the guidance of
Practice Bulletin 6, "Amortization of Discounts @ertain Acquired Loans." Effective October 1, 20t Company adopted and began to
account for its investment in finance receivablgisg the interest method under the guidance of AlGRtement of Position ("SOP") 03-3,
"Accounting for Loans or Certain Securities Acqdiia a Transfer." Practice Bulletin 6 was amendg&®P 03-3 as described further in this
note. Under the guidance of SOP 03-3 (and the aateRdactice Bulletin 6); static pools of accoumtsestablished. These pools are
aggregated based on certain common risk critedahStatic pool is recorded at cost and is accduiteas a single unit for the recognition
income, principal payments and loss provision. Qaetatic pool is established for a quarter, irdliai receivable accounts are not added to
the pool (unless replaced by the seller) or remdred the pool (unless sold or returned to theespllSOP 03-3 (and the amended Practice
Bulletin 6) requires that the excess of the comtr@acash flows over expected cash flows not begeized as an adjustment of revenue or
expense or on the balance sheet. The SOP inifialzes the internal rate of return, referred ttR&®&, estimated when the accounts receiv
are purchased as the basis for subsequent impditastimg. Significant increases in actual, or expé future cash flows may be recognized
prospectively through an upward adjustment of Big bver a portfolio's remaining life. Any increasghe IRR then becomes the new
benchmark for impairment testing. Effective foichfyears beginning October 1, 2005 under SOP &3d3he amended Practice Bulletin 6,
rather than lowering the estimated IRR if the altn estimates are not received or projected tebeived, the carrying value of a pool
would be written down to maintain the then curréR.

[5] Furniture and equipment:

Furniture and equipment is stated at cost. Deptieniés provided using the straiglte method over the estimated useful lives ofabsets (
to 7 years).
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

NOTE A - THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
[6] Impairments:

In October 2003, the American Institute of Certifidccountants ("AICPA") issued Statement of Posi{ft5OP") 03-3, "Accounting for

Loans or Certain Securities Acquired in a Tran%fEnis SOP proposes guidance on accounting foewdiffces between contractual and
expected cash flows from an investor's initial stweent in loans or debt securities acquired irmadfer if those differences are attributable, at
least in part, to credit quality. Increases in etpé cash flows should be recognized prospectivebugh an adjustment of the internal rate of
return while decreases in expected cash flows dhwoeirecognized as impairment. This SOP becametigeOctober 1, 2005.

Implementation of this SOP will make it more likehat impairment losses and accretable yield agiests will be recorded, as all downwi
revisions in collection estimates will result inpairment charges, given the requirement that tlie dRthe affected pool be held constant.

[7] Income taxes:

Deferred federal and state taxes arise from temypdiifferences resulting primarily from (i) recogjpn of finance income collected for tax
purposes, but not yet recognized for financial répg, (ii) provision for impairment/credit losseamd (iii) investee income recognized on the
equity method, all resulting in timing differendestween financial accounting and tax reporting.

[8] Net income per share:

Basic per share data is determined by dividingneetme by the weighted average shares outstandinggdthe period. Diluted per share data
is computed by dividing net income by the weighagdrage shares outstanding, assuming all dilutterpial common shares were issued.
With respect to the assumed proceeds from the isges€ dilutive options, the treasury stock meti®dalculated using the average market
price for the period.

The following table presents the computation ofidasd diluted per share data for the years enéptegiber 30, 2006, 2005 and 2004:

2006 2005 2004
Weighted Weighted Weighted

Net Average Per Shar e Net Average Per Share Net Average Per Share

Income Shares Amount Income Shares Amount  Income Shares Amount
Basic $45,765,000 13,637,406 $ 3. 36 $30,996,000 13,543,580 $ 2.29 $22,237, 000 13,346,125 $ 1.67
Dilutive
Effect of
Stock
Options 977,742 866,695 808,000

Diluted $45,765,000 14,615,148 $ 3. 13 $30,996,000 14,410,275 $  2.15 $22,237, 000 14,154,125 $ 1.57

[9] Use of estimates:

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfietttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. With respect to
income recognition under the interest method, thm@any takes into consideration the relative crgdélity of the underlying receivables
constituting the portfolio acquired, the strategydlved to maximize the collections thereof, tmedirequired to implement the collection
strategy as well as other factors to estimate fiieipated cash flows. Actual results could diffiemm those estimates including management's
estimates of future cash flows and the resultdocation of collections between principal and ie&rresulting therefrom. Downward

revisions to estimated cash flows will result irp@irments.
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

NOTE A -THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
[10] Stock-based compensation:

The Company accounts for stock-based employee amsagien under Financial Accounting Standards B&adement of Financial
Accounting Standards No. 123 (Revised 2005), SBaeed Payment ("SFAS 123R"). SFAS 123R which theiamny adopted October 1,
2005, requires that compensation expense assoevittedtock options be recognized in the stateroéoperations, rather than a disclosur
the notes to the Company's consolidated finantadéments.

Effective September 30, 2005, the Company accelettaie vesting of all unvested stock options preslpawarded to employees, officers
and directors under the Company's stock optionsplamorder to prevent unintended personal bentefiesnployees, officers and directors,
Board imposed restrictions on any shares recetvexnlijh the exercise of accelerated options helthbse individuals. These restrictions
prevent the sale of any stock obtained throughaiseof an accelerated option prior to the eadfehe original vesting date or the
individual's termination of employment. Financiad@unting Standards Board ("FASB") Financial Intetation No. 44 requires the
Company to recognize compensation expense undairceircumstances, such as the change in thengesthedule, that would allow an
employee to vest in an option that would have otiss been forfeited based on the award's origarah$. The Company is required to
recognize compensation expense over the new expeesting periods based on estimates of the nunubenstions that employees ultimat
will retain that otherwise would have been forfdjtabsent the modifications. The accelerated optiabsent the acceleration, would
substantially have vested over the period Octob20@5 through April 30, 2007. Such estimates aset on such factors such as historical
and expected employee turnover rates and simisistts. Of the 587,000 stock options that wefecaéd by the acceleration of the vesting
of all stock options as of September 30, 2005, @®shares would not have vested at Septembe086, Bad it not been for the accelera
of the vesting of these shares 263,000, or 95.88wmtaributable to officers and directors of then@any representing $2.5 million of the $2.6
million intrinsic value of the vested stock optioAs of September 30, 2005, 547,000 were attribatabofficers and directors of the
Company representing $9.0 million of the $9.7 millintrinsic value of the vested stock options.Tlwenpany is unable to estimate the
number of options that employees will ultimateljaia that otherwise would have been forfeited, abdee modification. Based on the curr
circumstances, market price above the grant primecentration of options awarded to officers andalors and low historical turnover rates,
no compensation expense applicable to currentesffiand directors resulting from the new measurénee has been recognized through
September 30, 2006. With regard to an exerciseaif/estock options that would have otherwise beeieited by an employee that
terminated employment, the Company recognized $005n stock based compensation expense in Mar@é 20accordance with Financial
Interpretation No. 44. The primary purpose of theederated vesting is to eliminate the compensaiqense the Company would otherwise
recognize in its income statement with respechésé accelerated stock options based upon theiadaobt-inancial Accounting Standards
Board Statement of Financial Accounting Standards123 (Revised 2005), Share-Based Payment ("SRAR").
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE A -THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pro-forma net income for the years ended SepteBhe2005 and 2004 if the fair value based methqgatescribed by disclosure only
provisions of Statement of Financial Accountingr8i@rds ("SFAS") No. 123, Accounting for Stock Bag€minpensation and SFAS No. 148
Accounting for Stock Based Compensation - Transitind Disclosure" is displayed in the followingleab

Year Ended Year End ed
September 30, September 30,
2005 2004
Netincome as reported ......ccccoevevevceenees e $ 30,996,000 $ 22,237 ,000
Stock based compensation expense
Determined under fair value method, net of related tax effects .... (3,746,000) (2,184 ,000)
Pro forma netincome ......ccccccvvvveveceneees . $ 27,250,000 $ 20,053 ,000
Earnings per share:
Basic - asreported .......coceevvveevceeeee. e, $ 229 $ 1.67
Basic - proforma .......cccccevvveviceeneeees $ 201 $ 1.50
Diluted -- as reported .......c.ccevvvevveeeeeee e, $ 215 $ 1.57
Diluted -- pro forma .......cccceevvvevcceneee. $ 189 $ 1.42

The weighted average fair value of the options @auduring 2005 and 2004 was $18.44 and $15.18h@ee on the dates of grant,
respectively using the Black-Scholes option priaimgdel with the following assumptions: dividendlgli®.8% for 2005 and 0.3% for 2004,
weighted average volatility 40% (2005) and 41% @00xpected life 10 years, weighted averagefreskinterest rate of 4.19% in 2005 and
4.28% in 2004.

[11] Impact of Recently Issued Accounting Standards

In September 2006, the SEC staff issued Staff Actiog Bulletin No. 108, Considering the EffectsRafor Year Misstatements when
Quantifying Misstatements in Current Year FinanS8tdtements (SAB 108). SAB 108 was issued in aaletiminate the diversity in practi
surrounding how public companies quantify finansiatement misstatements. SAB 108 requires thatragts quantify errors using both a
balance sheet and income statement approach ahdvevhether either approach results in a misst@teount that, when all relevant
guantitative and qualitative factors are considei®chaterial. SAB 108 must be implemented by thet @ the Company's fiscal 2007. The
Company is currently assessing the potential efé&AB 108 on its financial statements.

In September 2006, the Financial Accounting Stashsi&oard ("FASB") issued FASB Statement No. 158pleyer's Accounting for Define
Benefit Pension and Other Postretirement Plansan@ndment of FASB Statements No. 87, 88, 106 and

132(R) This Statement improves financial reportiggequiring an employer to recognize the overfuhdieunderfunded status of a defined
benefit postretirement plan (other than a multieaget plan) as an asset or liability in its statehwdriinancial position and to recognize
changes in that funded status in the year in wtiielchanges occur through comprehensive incoméosiaess entity. This Statement also
improves financial reporting by requiring an emp@oyo measure the funded status of a plan as afateeof its year-end statement of
financial position, with limited exceptions. Thei@pany believes that the statement, when adoptdidhatimpact the Company.

In September 2006, the FASB issued FASB Statemenflbl7, Fair Value Measurements. This Statemeimeiefair value, establishes a
framework for measuring fair value in generallyguted accounting principles (GAAP), and expandslassires about fair value
measurements. This Statement applies under otbheuating pronouncements that require or permitfailue measurements, the Board
having previously concluded in those accountingipumcements that fair value is the relevant measemé attribute. Accordingly, this
Statement does not require any new fair value nteasnts. FASB Statement No. 157 will be effectiwedur financial statements issued for
our fiscal year beginning October 1, 2008. We dpaxpect the adoption of FASB Statement No. 157aiee a material impact on our
financial reporting, and we are currently evalugtine impact, if any, the adoption of FASB Statetriém. 157 will have on our disclosure
requirements.
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE A -THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In June 2006, the Financial Accounting Standardsr@¢'FASB") issued FASB Interpretation No. 48, &anting for Uncertainty in Income
Taxes - an interpretation of FASB Statement No."1B&N 48), which prescribes a recognition threshahd measurement attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 also provides guidance
on derecognition, classification, interest and @& accounting in interim periods, disclosure &mansition. FIN 48 will be effective for our
fiscal year beginning October 1, 2007. We do n@eex the adoption of FIN 48 to have a material iohjma our financial reporting and
disclosure.

In March 2006, the FASB issued FASB Statement 96, Accounting for Servicing of Financial Asse-amendment of FASB Statement
No. 140. This Statemer

1. Requires an entity to recognize a servicingtassservicing liability each time it undertakesabligation to service a financial asset by
entering into a servicing contract under certatinations.

2. Requires all separately recognized servicingtasand servicing liabilities to be initially measd at fair value, if practicable.

3. Permits an entity to choose either the amoitinanethod or the fair value measurement methodeent measurement methods for each
class of separately recognized servicing assetsanviting liabilities:

4. At its initial adoption, permits a one-time @xsification of available-for-sale securities tding securities by entities with recognized
servicing rights, without calling into question tlieatment of other available-for-sale securitiedar Statement 115, provided that the
available-for-sale securities are identified in gomanner as offsetting the entity's exposure to@esin fair value of servicing assets or
servicing liabilities that a servicer elects to sedpuently measure at fair value.

5. Requires separate presentation of servicingsaasd servicing liabilities subsequently measatefdir value in the statement of financial
position and additional disclosures for all sepayatecognized servicing assets and servicinglitegds.

We do not expect FASB No. 156 to have a materigbich on our financial reporting, and we are cutyegnaluating the impact, if any, the
adoption of FASB No. 156 will have on our disclasuequirements. The statement becomes effectigethft beginning of the first fiscal
year that begins after September 15, 2I

In February 2006, the FASB issued FASB Statementl856, Accounting for Certain Hybrid Financial Inshents -and amendment of FAS
Statements No. 133 and 140. This Statement:

a. Permits fair value remeasurement for any hyfimahcial instrument that contains an embeddedvdtvie that otherwise would require
bifurcation

b. Clarifies which interest-only strips and prirgijonly strips are not subject to the requirementStatement 133

c. Establishes a requirement to evaluate intenestscuritized financial assets to identify intésebat are freestanding derivatives or that are
hybrid financial instruments that contain an emleetderivative requiring bifurcation

d. Clarifies that concentrations of credit risklve form of subordination are not embedded derreati

e. Amends Statement 140 to eliminate the prohibitio a qualifying special-purpose entity from hotgia derivative financial instrument that
pertains to a beneficial interest other than anafleeivative financial instrument.

The statement became effective for us on Octob2006. We do not expect the adoption of FASB N& tbbhave a material impact on our
financial reporting and disclosure.

In May 2005, the FASB issued SFAS 154, "Accountiiftanges and Error Corrections

- a replacement of APB Opinion No. 20 and FASB&tant No. 3" (SFAS 154), which requires a retrospe@pplication to prior periods'
financial statements of changes in accounting fpiador all periods presented. This statementaegd APB Opinion No. 20 which required
that most voluntary changes in accounting princdgerecognized by including in net income of theqakof the change the cumulative effect
of changing to the new accounting principle. Thevisions of SFAS 154 will become effective for digcal year beginning October 1, 2007.
Currently there is no impact on the Compe
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

NOTE A -THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

[12] Reclassifications:

Certain items in prior years' financial statemdratge been reclassified to conform to current ygaesentation.
Note B - CONSUMER RECEIVABLES ACQUIRED FOR LIQUIDAT ION

Accounts acquired for liquidation are stated airthet realizable value and consist mainly of dé&iconsumer loans to individuals
throughout the country.

Prior to October 1, 2005, the Company accounte@ganvestment in finance receivables using thierasst method under the guidance of
Practice Bulletin 6, "Amortization of Discounts @ertain Acquired Loans." Effective October 1, 20t Company adopted and began to
account for its investment in finance receivablgisg the interest method under the guidance of AlGRtement of Position ("SOP") 03-3,
"Accounting for Loans or Certain Securities Acqdiia a Transfer." Practice Bulletin 6 was amendg&®P 03-3 as described further in this
note. Under the guidance of SOP 03-3 (and the aateRdactice Bulletin 6); static pools of accoumtsestablished. These pools are
aggregated based on certain common risk critedahstatic pool is recorded at cost and is accduoteas a single unit for the recognition
income,principal payments and loss provision. QGastatic pool is established for a quarter, indigidreceivable accounts are not added to
the pool (unless replaced by the seller) or remdrad the pool (unless sold or returned to theespllSOP 03-3 (and the amended Practice
Bulletin 6) requires that the excess of the comtr@acash flows over expected cash flows not begeized as an adjustment of revenue or
expense or on the balance sheet. The SOP inifialzes the internal rate of return, referred ttR&®&, estimated when the accounts receiv
are purchased as the basis for subsequent impditastimg. Significant increases in actual, or expé future cash flows may be recognized
prospectively through an upward adjustment of B bver a portfolio's remaining life. Any increasehe IRR then becomes the new
benchmark for impairment testing. Effective foichsyears beginning October 1, 2005 under SOP @3dXhe amended Practice Bulletin 6,
rather than lowering the estimated IRR if the altn estimates are not received or projected tebeived, the carrying value of a pool
would be written down to maintain the then curi@&®R. If cash collections increase subsequent tordieg an impairment, reversal of the
previously recognized impairments is made pricary increase to the IRR. For the fiscal year er8kgtember 30, 2006, the Company
recorded impairments of $2,245,000. No impairmergee taken in the prior year. Income on financeirables is earned based on each ¢
pool's effective IRR. Under the interest methodpme is recognized on the effective yield methoskdeaon the actual cash collected during a
period and future estimated cash flows and timingueh collections and the portfolio's cost. Reveatising from collections in excess of
anticipated amounts attributable to timing diffeves is deferred. The estimated future cash floeseavaluated quarterly. Under the cost
recovery method, no income is recognized untilcbst of the portfolio has been fully recovered. @lcan become fully amortized (zero
carrying balance on the balance sheet) whileggitierating cash collections. In this case, all cadlections are recognized as revenue when
received. Additionally, the Company uses the cesbvery method when collections on a particuland pbaccounts cannot be reasonably
predicted.
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

Note B - CONSUMER RECEIVABLES ACQUIRED FOR LIQUIDAT ION (continued)

The following tables summarize the changes in #ilarite sheet of the investment in receivable p@faluring the following periods.

For the Year Ended Septembe r 30, 2006
Accrual Cash
Basis Basis
Portfolios Portfolios Total
Balance, beginning of period ...................... $ 172,636,000 $ 91,000 $ 172,727,000
Acquisitions of receivable portfolios, net ........ 200,237,000 200,237,000
Net cash collections from collection of consumer
receivables acquired for liquidation ......... . .. (155,960,000) (3,473,000 ) (159,433,000)
Net cash collections represented by account sales o f
consumer receivables acquired for liqguidation. ... (54,800,000) (235,000 ) (55,035,000)
Transfer to COSt reCOVENY ...covvvvvevciieeieeee (1,291,000) 1,291,000
IMPairments .....ccccvvveiviiisie e (2,245,000) (2,245,000)
Finance income recognized ........coooeevvceennee 97,622,000 3,402,000 101,024,000
Balance, end of period .......ccocevcvvevcveeees $ 256,199,000 $ 1,076,000 $ 257,275,000
Revenue as a percentage of collections ........... ... 46.3% 91.7 % 47.1%
For the Year Ended Septem ber 30, 2005
Accrual Cash
Basis Basis
Portfolios Portfolios Total
Balance, beginning of period .........ccooceeee. L $ 144,812,000 $ 1,353,000 $ 146,165,000
Acquisitions of receivable portfolios, net ......... ... 126,023,000 126,023,000
Net cash collections from collection of consumer
receivables acquired for liquidation ........... ... (99,438,000) (4,771,000 ) (104,209,000)
Net cash collections represented by account sales o f
consumer receivables acquired for liquidation.. ... (62,817,000) (1,914,000 ) (64,731,000)
Finance income recognized ........cooceevvcceeeeee Ll 64,056,000 5,423,000 69,479,000
Balance, end of period ......ccooevcvevoveeees $172,636,000 $ 91,000 $ 172,727,000
Revenue as a percentage of collections ............ ... 39.5% 81.1 % 41.1%

We presently outsource the majority of our recelesltbo third-party collection agencies and attosadyhird-party collection agencies and
attorneys are compensated on a contingency basisng a fee based on the amount collected froebéod. Third-party collection agencies
and attorneys withhold their fees and direct coitgccosts from the proceeds and are remittedadCbimpany.
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
Note B - CONSUMER RECEIVABLES ACQUIRED FOR LIQUIDAT ION (continued)

As of September 30, 2006 the Company had $257,@@5r0consumer receivables acquired for liquidatafrwhich $256,199,000 are
accounted for on the interest method. Based upmermtiuprojections, net cash collections, appliedrtacipal for interest method portfolios
will be as follows for the twelve months in the ipels ending:

September 30, 2007 $72,361,000
September 30, 2008 83,270,000
September 30, 2009 66,183,000
September 30, 2010 43,214,000
September 30, 2011 8,608,000
273,636,000
Deferred revenue (17,437,000 )
Total $256,199,000

Accretable yield represents the amount of inconreeGbmpany can expect to generate over the remdiféngf its existing portfolios based
on estimated future net cash flows as of Septe®®e2006. The Company adjusts the accretable yghtard when it believes, based on
available evidence, that portfolio collections veiceed amounts previously estimated. Changexnetable yield for the fiscal year ended
September 30, 2006 are as follows:

Year Ended
September 30, 2006

Balance at beginning of period, October 1, 2005 $ 94,022,000
Income recognized on finance receivables, net (97,622,000)
Additions representing expected revenue from purcha ses 103,061,000
Impairments (151,000)
Reclassifications from nonaccretable difference 44,490,000
Balance at end of period, September 30, 2006 $ 143,800,000

During the year ended September 30, 2006, the Coynmarchased $5.2 billion of face value chargedeofisumer receivables at a cost of
$200.2 million. During the year ended September2B05 the Company purchased $3.4 billion of fadeevahargedff consumer receivabl

at a cost of $126.0 million. At September 30, 2G86,estimated remaining net collections on theivables purchased during the fiscal year
ended September 30, 2006 are $241.5 million.
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
Note B - CONSUMER RECEIVABLES ACQUIRED FOR LIQUIDAT ION (continued)

The following table summarizes collections on asgrbasis as received by our third-party collecéigencies and attorneys, less commissions
and direct costs for the twelve month periods er8igaptember 30, 2006 and 2005, respectively.

For the Ye ars Ended, September 30,
2006 2005
Gross collections (1) $320,203, 000 $218,919,000
Commissions and fees (2) 105,735, 000 49,979,000
Net collections $214,468, 000 $168,940,000

(1) Gross collections include: collections fronrdhparty collection agencies and attorneys, cabtbestfrom our in-house efforts and
collections represented by account sales.

(2) Commissions and fees are the contractual cosioms earned by third party collection agenciesatatneys, and direct costs associated
with the collection effort- generally court cosfs we continue to purchase portfolios and utilipe third party collection agencies and
attorney networks, we anticipate these costs g#ll;thowever the contingency fees should stabhitizee range of 30% to 33% of gross
collections based upon the current mix of portflio

Finance income recognized on collections repreddnteaccount sales was $32.0 million, $24.9 milkord $14.9 million for the fiscal years
ended September 30, 2006, 2005 and 2004, resfgctive

Note C - ACQUISITIONS

In February 2006, the Company acquired VATIV Recg\&olutions, LLC ("VATIV") for approximately $1.#illion in cash. VATIV
provides bankruptcy and deceased account servi€hgpurchase price has been allocated to goodwhi#l.revenue and operating results of
VATIV are immaterial to the Company.

In March 2005, through a wholly owned subsidiang €Company acquired Option Card, LLC, a Denverpaalo based consumer debt buyer
and debt management company. Benefits accruirget€ompany include portfolios of distressed consueeeivable debt of approximately
$197 million in face value that consist of payimgaunts, accounts already within a legal netwonkl, @on-paying accounts, The purchase
price, substantially all of which was applied te ttost of the portfolios, was approximately $13iBiom in cash.

The following table summarizes the estimated falugs of the assets acquired and the liabilitisaragd at the date of acquisition.

Consumer receivables acquired for liquidation $12,486,000
Other assets 1,242,000
Total assets acquired 13,728,000
Current liabilities 207,000
Net assets acquired $13,521,000
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE D - INVESTMENT

In August 2006, the Company acquired a 25% inténestnewly formed venture for $7,810,000. The Campaccounts for its investment in
the venture using the equity method. This ventsiia business to liquidate the assets of a retainess which it acquired through bankruptcy
proceedings. It is anticipated the liquidation Wil completed over the next 24 to 36 months. THr@&gptember 30, 2006, the venture made
distributions to its owners, the Company's pro pateion of which was $2,395,000. Subsequent tdeaper 30, 2006 and through Noverr
30, 2006, the venture returned an additional $1(8¥bto the Company.

Summarized financial information as of September2B06 and for the period from August 6, 2006, ca@naement of operations, to
September 30, 2006 follows:

Results of Operations:

2006

Revenues $13,574,000
Net income $ 2,200,000
Balance Sheet:
Assets $24,755,000
Liabilities $ 895,000
Members' equity 23,860,000

$24,755,000

NOTE E - FURNITURE AND EQUIPMENT

Furniture and equipment as of September 30, 206@665 consist of the following:

2006 2005
Furniture $ 307,000 $ 307,000
Equipment 2,563,000 2,108,000
2,870,000 2,415,000
Less accumulated depreciation 1,769,000 1,426,000
Balance, end of period $ 1,101,000 $ 989,000

Depreciation expense for the years ended SepteBh@006, 2005 and 2004 aggregated $324,000, $272)0d $260,000 respectively.
NOTE F - ADVANCES UNDER LINE OF CREDIT

On July 11, 2006, the Company entered into thethodimended and Restated Loan Agreement with a ctasoof banks, and as a result
credit facility is now $175 million, up from $125ilfron with an expandable feature which allows ©empany the ability to increase the line
to $225 million with the consent of the banks. Tihe of credit bears interest at the lesser of LEBBAlus an applicable margin, or the prime
rate minus an applicable margin based on certagrdge ratios. The credit line is collateralizedaliyportfolios of consumer receivables
acquired for liquidation and contains customangaficial and other covenants (relative to tangibtenmeth, interest coverage, and leverage
ratio, as defined) that must be maintained in otddrorrow funds. The term of
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE F - ADVANCES UNDER LINE OF CREDIT (CONTINUED)

the agreement is three years. The applicable t&emtember 30, 2006 and 2005, respectively wdd@ @nd 6.25%. The average interest
excluding unused credit line fees for the yearsdrBeptember 30, 2006 and 2005, respectively v@d@86and 5.17%. The average rate is the
result of using the LIBOR calculation.

Earlier in the fiscal year, in January 2006, thenpany entered into an amended and restated loaseandity agreement that increased the
line of credit with a consortium of banks from $2@@dlion to $125 million. The amended and restdteth and security agreement had an
original expiration date of May 11, 2006, which veagended 60 days to July 11, 2006 to finalize tiajons on the new agreement.

NOTE G - OTHER LIABILITIES

Other liabilities as of September 30, 2006 and 2@@5as follows:

200 6 2005
Accounts payable and Accrued expenses $3,20 5,000 $2,460,000
Other 1,13 3,000 1,244,000
Total other liabilities $4,33 8,000  $ 3,704,000

NOTE H - INCOME TAXES

The components of the Company's deferred taxet $sptember 30, 2006 is the income from the unpaa@ted business venture temporary
difference due to different tax years of the Conypand the venture, offset by the depreciation tenayodifference being reported. The
Company's deferred tax liability in 2005 is the spation temporary difference being reported foaficial accounting and tax purposes in
different periods.

The components of the provision for income taxeste years ended September 30, 2006, 2005 and&26G#s follows:

2006 2005 2004
Current:
Federal $ 29,206,000 $ 15,947,000 $ 11,899,000
State 9,584,000 5,234,000 3,361,000
38,790,000 21,181,000 15,260,000
Deferred:
Federal (5,820,000) 82,000 (31,000)
State (1,910,000) 27,000 (10,000)
(7,730,000) 109,000 (41,000)
Provision for income taxes $ 31,060,000 $ 21,290,000 $ 15,219,000
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE H - INCOME TAXES (CONTINUED)

The difference between the statutory federal inctarerate on the Company's pre-tax income and tmepgany's effective income tax rate is
summarized as follows:

2006 2004 2004
Statutory federal income tax rate 35. 0% 35.0% 35.0%
State income tax, net of federal benefit 5. 8 5.8 5.8
Other (0. 4) (0.2) (0.2)

Effective income tax rate 40. 4% 40.7% 40.7%

NOTE | - COMMITMENTS AND CONTINGENCIES

The Company leases its facilities in Englewoodf€liNew Jersey, Bethlehem, Pennsylvania and Sugad, L Texas. The leases are operating
leases, and the Company incurred related rent egparthe amounts of $381,000, $381,000 and $385JQfing the years ended September
30, 2006, 2005 and 2004, respectively. The futuremum lease payments are as follows:

Year
Ending

September 30,
2007 $ 367,000
2008 337,000
2009 341,000
2010 213,000
2011 -

$1,258,000

CONTINGENCIES

In the fourth quarter of 2006, a subsidiary of @@mpany received subpoenas from three jurisdictioqpgoduce information in connection
with debt collection practices in those jurisdiaso The Company has fully cooperated with the iggaigencies and has provided the
requested documentation.

In the course of conducting its business, the Camparequired by certain of the jurisdictions viithvhich it operates to obtain licenses and
permits to conduct its collection activities. Therfpany has been notified by one such jurisdictiat it did not operate for a period of time
from February 1, 2005 to April 17, 2006 with the@per license.

The Company has not made any provision with redpetttese matters in the financial statements.
NOTE J - STOCK OPTION PLANS
Equity Compensation Plan

On December 1, 2005, the Board of Directors adofitedCompany's Equity Compensation Plan (the "Edhd@mpensation Plan"), subject to
the approval of the stockholders of the Company Efuity Compensation Plan was adopted to suppletherCompany's existing 2002
Stock Option Plan. In addition to permitting theugrof stock options as are permitted under th Zibck Option Plan, the Equity
Compensation Plan allows the Company flexibilityhaiespect to equity awards by also providing f@ngs of stock awards (i.e. restricted or
unrestricted), stock purchase rights and stockeagigtion rights. One million shares are availablei$gsuance under the Equity Compensation
Plan. The Equity Compensation Plan was ratifietheyshareholders on March 1, 2006.

The general purpose of the Equity Compensation Blémprovide an incentive to our employees, doecand consultants, including
executive officers, employees and consultants pfsamsidiaries, by enabling them to share in tieréugrowth of our business. The Board of
Directors believes that the granting of stock apgiand other equity awards promotes continuity of
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE J - STOCK OPTION PLANS (CONTINUED)

management and increases incentive and persoaedshin the welfare of the Company by those wiegoaimarily responsible for shaping
and carrying out our long range plans and secuwurgyrowth and financial success.

The Board believes that the Equity Compensation Ridl advance our interests by enhancing our gbib (a) attract and retain employees,
directors and consultants who are in a positiomaée significant contributions to our successyéward employees, directors and consuli
for these contributions; and (c) encourage empleydieectors and consultants to take into accountang-term interests through ownership
of our shares.

2002 Stock Option Plan

On March 5, 2002, the Board of Directors adoptedAkta Funding, Inc. 2002 Stock Option Plan (th@02Plan"), which plan was approved
by the Company's stockholders on May 1, 2002. W Plan was adopted in order to attract and repadtified directors, officers and
employees of, and consultants to, the Company fdlleving description does not purport to be contplend is qualified in its entirety by
reference to the full text of the 2002 Plan, whikincluded as an exhibit to the Company's refdded with the SEC.

The 2002 Plan authorizes the granting of incergteek options (as defined in Section 422 of the€}@hd non-qualified stock options to
eligible employees of the Company, including offscand directors of the Company (whether or notleyges) and consultants of the
Company.

The Company has 1,000,000 shares of Common Stdbkréed for issuance under the 2002 Plan and 82y&re available as of
September 30, 2006. As of September 30, 2006, appately 140 of the Company's employees were dégib participate in the 2002 Plan.
Future grants under the 2002 Plan have not yet detmmined.

1995 Stock Option Plan

The 1995 Stock Option Plan expired on Septembe@d5. The plan was adopted in order to attractratain qualified directors, officers
and employees of, and consultants, to the Comprg/following description does not purport to benptete and is qualified in its entirety
by reference to the full text of the 1995 Stocki@ptPlan, which is included as an exhibit to thenpany's reports filed with the SEC.

The 1995 Stock Option Plan authorized the granginigcentive stock options (as defined in Secti@a 4f the Internal Revenue Code of
1986, as amended (the "Code")) and non-qualifiedksbptions to eligible employees of the CompanglLuding officers and directors of the
Company (whether or not employees) and consultarttse Company.

The Company authorized 1,840,000 shares of Comrtmmk Quthorized for issuance under the 1995 Stquio® Plan. All but 96,002 shares
were utilized. As of September 14, 2005, no motitgoap could be issued under this plan.
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE J - STOCK OPTION PLANS (CONTINUED)

The following table summarizes stock option tratisas under the plans:

Year Ended September 30,

2006 2005 2004
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding options at the beginning of year 1,580,605 $ 9.11 1,364,171 $ 6.27 1 ,225,000 $ 3.24
Options granted - 0.00 422,500 18.44 392,833 15.18
Options cancelled (6,333) 22.36 (43,002) 12.21 (1,998) 7.50
Options exercised (159,833) 5,51 (163,064) 8.70 (251,664) 5.43
Outstanding options at the end of year 1,414,439 $ 945 1580605 $ 9.11 1 364,171 $ 6.27
Exercisable options at the end of year 1,414,439 $ 9.45 1,580,605 $ 9.11 934,290 $ 3.83

The aggregate intrinsic value of the outstandindjerercisable options as of September 30, 20060s/$illion.

The following table summarizes information abowg flans' outstanding options as of September 315:20

Options Outsta nding Options Exercisable
Weighte d
Averag e Weighted Weighted
Remaini ng Average Average
Range of Number Contract ual  Exercise Number Exercise
Exercise Price Outstanding  Life (in Years) Price  Exercisable  Price
$0.8100 - $ 3.7000 600,000 35 $2.0208 600,000 $ 2.0208
$3.7001 - $ 7.4000 135,334 6.0 4.8345 135,334 4.8345
$14.8001 - $18.5000 670,771 7.7 16.9131 670,771 16.9131
$18.5001 - $22.2000 8,334 8.1 18.7600 8,334 18.7600
1,414,439 5.8 $9.4510 1,414,439 $9.4510

NOTE K - STOCKHOLDERS' EQUITY

During the year ended September 30, 2006, the Coynheclared quarterly cash dividends aggregating877000 which includes $0.04 per
share, per quarter, plus a special dividend ofpe¥ share which in total amounted to $6,052,0@Dveas paid November 1, 2006. During
the year ended September 30, 2005 the Companyreécjaarterly cash dividends aggregating $1,901(80®35 per share, per quarter) of
which $476,000 was paid November 1, 2005. Durirgythar ended September 30, 2004, the Company dddaarterly cash dividends
aggregating $1,606,000 ($0.035 per share, peremaot which $470,000 was paid November 1, 2004.&Xpect to pay a regular cash
dividend in future quarters. This will be at thedetion of the board of directors and will depepdn our financial condition, operating
results, capital requirements and any other fadk@oard of directors deems relevant. In additiam agreements with our lenders may,
from time to time, restrict our ability to pay dil@nds. All per share amounts have been retroagtiestated to give effect to a 2:1 stock split
in March 2004.
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ASTA FUNDING, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements Septe8the2006 and 20C
NOTE L - RETIREMENT PLAN

The Company maintains a 401(k) Retirement Planrogall of its eligible employees. Matching cobtitions made by the employees to the
plan are made at the discretion of the board @fctlirs each plan year. Contributions for the yeaded September 30, 2006, 2005 and 2004
were $96,000, $70,000 and $70,000, respectively.

NOTE M - FAIR VALUE OF FINANCIAL INSTRUMENTS

Statement of Financial Accounting Standards No, ID&closures about Fair Values of Financial lastents" ("SFAS 107"), requires
disclosure of fair value information about finariérestruments, whether or not recognized on tharzd sheet, for which it is practicable to
estimate that value. Because there are a limitetbeu of market participants for certain of the Camys assets and liabilities, fair value
estimates are based upon judgments regarding ciglditnvestor expectation of economic conditiomsrmal cost of administration and other
risk characteristics, including interest rate angppyment risk. These estimates are subjectivatimre and involve uncertainties and matters
of judgment, which significantly affect the estirast

Fair value estimates are based on existing balsimeet financial instruments without attemptinggdtireate the value of anticipated future
business and the value of assets and liabilitizssate not considered financial instruments. TRedanifications related to the realization of
the unrealized gains and losses can have a siginifeffect on the fair value estimates and havédaeh considered in the estimates.

The following summarizes the information as of egber 30, 2006 and 2005 about the fair value ofittacial instruments recorded on the
Company's financial statements in accordance WAthS107:

2 006 2005
Carrying Value Fair Value Carrying Value  Fair Valu e

Cash, and

cash equivalents $7,826,000 $ 7,826,000 $ 4,059,000 $ 4,059, 000
Consumer receivables

acquired for liquidation 257,275,000 346,300,000 172,727,000 193,454, 000
Advances under lines of

credit, notes payable and

Due to affiliates 82,811,000 82,811,000 29,285,000 29,285, 000

The methodology and assumptions utilized to es@rttae fair value of the Company's financial instemts are as follows:
Cash and cash equivalents: The carrying amounbappates fair value.

Consumer receivables acquired for liquidation:
The Company has estimated the fair value basedeopresent value of expected future cash flows.

Advances under lines of credit, notes payable aredtd affiliates:
Since these are variable rate and short-term,ahging amounts approximate fair value.
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ASTA FUNDING, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Septe8the2006 and 20C

NOTE N - SUMMARIZED QUARTERLY DATA (UNAUDITED)

F irst Second Third Fo
Qu arter Quarter Quarter Qu
2006
Total revenue $20 ,260,000 $24,829,000 $ 26,426,000
Income before provision for income
Taxes 15 ,645,000 18,679,000 19,810,000
Net income 9 ,312,000 11,103,000 11,780,000
Basic net income per share $ 0.68 $ 082 $ 086 $
Diluted net income per share $ 0.64 $ 0.76 $ 080 $
2005
Total revenue $13 ,830,000 $16,662,000 $ 19,028,000
Income before provision for income
Taxes 10 ,379,000 12,241,000 14,363,000
Net income 6 ,175,000 7,281,000 8,536,000
Basic net income per share $ 046 $ 054 $ 063 $
Diluted net income per share $ 043 $ 051 $ 059 $
2004
Total revenue $11 ,455,000 $12,864,000 $ 12,050,000
Income before provision for income 7 ,879,000 9,144,000 9,409,000
Taxes
Net income 4 ,688,000 5,433,000 5,607,000
Basic net income per share $ 036 $ 041 $ 042 $
Diluted net income per share $ 034 $ 038 $ 040 $

o Due to rounding the sum of quarterly totals f@méngs per share may not add to the yearly total.
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Exhibit 21.1

Jurisdictio
Name Which Org
Asta Funding, Inc. Delaw
Asta Funding Acquisition I, LLC Delaw
Asta Funding Acquisition Il, LLC Delaw
Asta Funding Acquisition IV, LLC Delaw
Asta Commercial, LLC Delaw
Asta Funding.com, LLC Delaw
Palisades Acquisition I, LLC Delaw
Palisades Acquisition Il, LLC Delaw
Palisades Acquisition IV, LLC Delaw
Computer Finance, LLC Delaw
Palisades Collection, LLC Delaw
Palisades Acquisition V, LLC Delaw
Palisades Acquisition VI, LLC Delaw
Palisades Acquisition VII, LLC Delaw
Palisades Acquisition VIII, LLC Delaw
Option Card, LLC Color
Palisades Acquisition IX, LLC Delaw
VATIV Recovery LLC Texas
Palisades Acquisition X, LLC Delaw
EMCC PAL Auto LLC Delaw
Cliffs Portfolio Acquisition |, LLC Delaw

Sylvan Acquisition I. LLC Delaw

n Under
anized

are
are
are
are
are
are
are
are
are
are
are
are
are
are
are
ado
are

are
are
are
are

Percentage
owned

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
50%

100%
100%



Exhibit 31.1

CERTIFICATION
I, Gary Stern, certify that:
1. I have reviewed this annual report on Form 16fidsta Funding, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentiisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesgeerforming the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefimaincial information; an



(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@gmifiole in the registrant's internal
control over financial reporting.

December 14, 2006

/'Sl Gary Stern

Gary Stern
Presi dent and Chief Executive O ficer
(Principal Executive Oficer)

A signed original of this written statement reqdit®y Section 302 has been provided to the Compady| be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff per request.



Exhibit 31.2

CERTIFICATION
I, Mitchell Cohen, certify that:
1. I have reviewed this annual report on Form 16fidsta Funding, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentiisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesgeerforming the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefimaincial information; an



(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@gmifiole in the registrant's internal
control over financial reporting.

December 14, 2006

/'Sl Mtchell Cohen

M tchell Cohen
Chi ef Financial Oficer
(Principal Financial Oficer)

A signed original of this written statement reqdit®y Section 302 has been provided to the Compady| be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff per request.



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Asta Furgdimc. (the "Company”) on Form 10-K for the yeadimg September 30, 2006 as filed
with the Securities and Exchange Commission (theptr"), I, Gary Stern, Chief Executive Officertbe Company, certify, pursuant to 18
U.S.C. ss. 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Ac384; and

(2) The information contained in the Report faplgsents, in all material respects, the consoliifitencial condition of the company as of
the dates presented and the consolidated resoftevtions of the Company for the periods presented

Dat ed: Decenber 14, 2006

/sl Gary Stern

Gary Stern
Presi dent and Chief Executive O ficer
(Principal Executive Oficer)

This certification has been furnished solely puntua Section 906 of the Sarbanes-Oxley Act of 280@ is not being filed as part of the 10-
K as a separate disclosure statement.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compady| be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff per request.



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Asta Furgdimc. (the "Company”) on Form 10-K for the yeadimg September 30, 2006 as filed
with the Securities and Exchange Commission (thepdRt"), 1, Mitchell Cohen, Chief Financial Officef the Company, certify, pursuant to
18 U.S.C. ss. 1350, as adopted pursuant to Sexfiéof the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act%984; and

(2) The information contained in the Report faphesents, in all material respects, the consolibfite@ncial condition of the Company as of
the dates presented and the consolidated resoftevations of the Company for the periods presented

Dat ed: Decenber 14, 2006

/sl Mtchell Cohen

M tchell Cohen
Chi ef Financial Oficer
(Principal Financial Oficer)

This certification has been furnished solely puntua Section 906 of the Sarbanes-Oxley Act of 280@ is not being filed as part of the 10-
K as a separate disclosure statement.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosiomi®r its staff per reque:



