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PART I -- FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
NeoMedia Technologies, Inc. and Subsidiaries

Condensed Consolidated Balance Sheets
(In Thousands, Except Share Data)

March 31 December 31
2006 2005

ASSETS (unaudited) *
Current assets:
Cash and cash equivalents $ 7,115 $ 2,291
Trade accounts receivable, net of allowance for doubtful accounts of $73
and $203, respectively 5,159 341
Inventories, net of allowance for obsolete & slow-moving inventory of $0 852 423
Investment in marketable securities 453 104
Prepaid expenses and other current assets 1,478 151
Total current assets 15,057 3,310

Leasehold improvements & property and equipment, net 628 236
Capitalized patents, net 3,072 3,134
Micro paint chemical formulations and proprietary process, net 1,422 1,450
Goodwill 48,881 1,099
Other Intangible assets, net 22,057 246
Cash surrender value of life insurance policy 799 769
Loan to Mobot --- 1,500
Other long-term assets 893 667
Total assets $ 92,809 $ 12,411

LIABILITIES AND SHAREHOLDERS’ DEFICIT
Current liabilities:
Accounts payable $ 5,408 $ 1,574
Amounts payable under settlement agreements 97 1,844
Liabilities of discontinued business unit 676 97
Taxes payable 1,112 80
Accrued expenses 4,460 898
Deferred revenues 2,576 676
Notes payable 3,774 3,015
Derivative financial instruments 23,432 ---
Total current liabilities 41,535 8,184

Preferred stock, $0.01 par value, 25,000,000 shares authorized, 22,000
issued
and outstanding, liquidation value of $22,000 1,847 ---

Shareholders’ equity:
Common stock, $0.01 par value, 1,000,000,000 shares authorized,
630,885,698 and 475,387,910 shares issued and 629,244,272 and
467,601,717 outstanding, respectively 6,293 4,676
Additional paid-in capital 151,407 106,456
Deferred stock-based compensation (146) (169)
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Deferred equity financing costs (13,256) (13,256)
Accumulated deficit (93,842) (92,524)
Accumulated other comprehensive loss (250) (177)
Treasury stock, at cost, 201,230 shares of common stock (779) (779)
Total shareholders’ equity 49,427 4,227
Total liabilities and shareholders’ equity $ 92,809 $ 12,411
The accompanying notes are an integral part of these condensed consolidated financial statements.

* - Derived from NeoMedia’s audited financial statements for the year ended December 31, 2005.

1
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NeoMedia Technologies, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations 

and Comprehensive Loss (Unaudited)
(In Thousands, Except per Share Data)

Three Months Ended March 31,
2006 2005

NET SALES:
Technology license, service and products $ 1,675 $ 292
Micro paint repair products and services 377 455
Total net sales 2,052 747

COST OF SALES:
Technology license, service and products 827 176
Micro paint repair products and services 419 273
Total cost of sales 1,246 449

GROSS PROFIT &#16
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