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ITEM 4.01. CHANGES IN REGISTRANT’S CERTIFYING ACCOUNTANT

Item 4.01 Changes in Registrant's Certifying Accountant.

(a) Previous Independent Registered Public Accounting Firm

On September 4, 2007, NeoMedia Technologies, Inc., a Delaware Corporation (the “Company), filed a Form 8-K with
the United States Securities and Exchange Commission (the “SEC”) to disclose the Company’s change of independent
registered public accounting firm effective August 29, 2007. This amended Form 8-K/A is being filed to amend the
Form 8-K filed on September 4, 2007 in response to a comment letter received from the SEC.

On August 29, 2007, the Company, notified Stonefield Josephson, Inc. (“Stonefield”) that the Company was dismissing
Stonefield as its independent registered public accounting firm, effective immediately. The Board of Directors of the
Company approved the dismissal of Stonefield as the Company’s independent registered public accounting firm on
August 29, 2007, after recommendation and approval from the Audit Committee of the Board of Directors of the
Company.

The reports of Stonefield on the Company’s financial statements for the fiscal years ended as of December 31, 2006
and 2005 did not contain an adverse opinion or disclaimer of opinion and were not qualified or modified as to
uncertainty, audit scope or accounting principles, except that the opinion contained an explanatory paragraph stating
that the Company's significant operating losses, negative cash flows from operations and working capital deficit raise
substantial doubt about its ability to continue as a going concern. Stonefield’s report on the Company’s internal controls
over financial reporting expressed an unqualified opinion on management’s assessment of, and an adverse opinion on,
the effectiveness of internal control over financial reporting, due to the existence of several material weakness as of
December 31, 2006.

During the Company’s fiscal years ended December 31, 2006 and 2005, and through the date of dismissal, there were
no disagreements between the Company and Stonefield on any matter of accounting principles or practices, financial
statement disclosure or auditing scope or procedure, which disagreements, if not resolved to Stonefield’s satisfaction,
would have caused Stonefield to make a reference to the matter in its reports on the Company’s financial statements for
such years.

The Company’s management concluded that as of December 31 2006, the Company did not maintain effective internal
controls over financial reporting. During the Company’s fiscal years ended December 31, 2006 and 2005, and through
the date hereof, there were no “reportable events” (as defined by Item 304(a)(1)(v) of Regulation S-K), except for the
material weaknesses in the Company’s internal controls over financial reporting as of December 31, 2006, as described
in the Company’s Annual Report on Form 10-K for the year ended December 31, 2006. The Audit Committee of the
Company’s Board of Directors discussed the material weaknesses with Stonefield and the company has authorized
Stonefield to respond fully to the inquiries of a successor auditor.

The following represents a description of each of the material weaknesses in internal controls over financial reporting
identified as of December 31, 2006 and the current remediation status thereof.

1.  The Company did not maintain an effective control environment at the entity level. Specifically, the Company
identified the following material weaknesses in its control environment:

a. M a t e r i a l  W e a k n e s s :  S e n i o r
management did not establish and
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maintain a proper tone as to internal
control  over f inancial  reporting.
Specifically, senior management was
unable, due to time and resource
constraints ,  to promptly address
control weaknesses brought to their
attention throughout the audit.
Remediation Status: Not remediated.

2

Edgar Filing: NEOMEDIA TECHNOLOGIES INC - Form 8-K/A

3



b. Material Weakness: The Company
does not have a financial expert on the
aud i t  commi t t ee .  The  l ack  o f  a
f i n a n c i a l  e x p e r t  o n  t h e  a u d i t
commi t t e e ,  c omb ined  w i t h  t h e
complex i ty  o f  ce r ta in  f inanc ia l
transactions the Company engages in,
raises the risk of a potential material
m i s s t a t emen t  t o  o c c u r  a n d  g o
undetected in the financial statements.
Remediation Status: Not remediated

c. Material Weakness: The Company did
not maintain sufficiently qualified
a c c o un t i n g  p e r s o n n e l  w i t h  a n
appropriate  level  of  knowledge,
expe r i ence  and  t r a i n i ng  i n  t h e
appl ica t ion  o f  GAAP and  o ther
financial reporting requirements.
Remediation Status: Key accounting
personnel are all  CPA’s,  and two
accounting managers also have MBAs.
Key account ing  personnel  have
between 10 to 20 years accounting
experience. Complex accounting
i s s u e s ,  s u ch  a s  o u r  d e r i v a t i v e
financing, has been outsourced to a
third party for expert analysis, as
necessary.

d. Material Weakness: The Company,
through Senior Management, failed to
mainta in  formal ized account ing
po l i c i e s  and  p rocedu r e s .  Once
imp l emen t e d ,  t h e  p o l i c e s  a n d
procedures should provide guidance to
accounting personnel in the proper
treatment and recording of financial
transactions, as well as proper internal
controls over financial reporting.
Remediation Status: Not fully remediated

e. Material Weakness: The external
auditors identified several material
a c coun t i ng  ad j u s tmen t s  t o  t h e
Company’s financial statements that
were a direct result of the combination
of the weaknesses previously cited
regarding the lack of a financial expert
on the audit committee, the inability to
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main ta in  su f f i c i en t ly  qua l i f i ed
accounting personnel, and the failure
to maintain formalized accounting
policies and procedures.
Remed i a t i on  S t a t u s :  No t  f u l l y
remediated.

f. Material Weakness: The Company did
not develop and maintain a company
wide  r i sk  a s se s smen t  p rog ram.
Failures to develop, communicate, and
ensure compliance with such program
inc r e a s e s  t h e  r i s k  o f  f i n anc i a l
statement errors either being prevented
or detected.
Remediation Status: The Board of
Directors approved and instituted a
company  w ide  r i sk  a s s e s smen t
program as of July 2007.

g. Material Weakness: The Company did
not maintain effective controls over
the Code of Conduct. Specifically,
management  fai led to ensure al l
c u r r e n t  e m p l o y e e s  a n n u a l l y
acknowledge compliance with the
code of conduct in writing.
Remed i a t i on  S t a t u s :  No t  f u l l y
remediated.

2. The Company did not maintain an effective control environment over information technology (IT) General
Controls, and the following material weaknesses were noted:

a. Material Weakness: The Company,
through Senior Management, did not
have effective information technology
policies and procedures in place,
which addresses financial reporting
risks associated with the IT function.
Additionally, the policies currently in
place were not communicated with the
appropriate personnel.
Remediation Status: The IT policies
and procedures were revised and
properly communicated as of August
2007.

b. M a t e r i a l  W e a k n e s s :  S e n i o r
man ag emen t  d i d  n o t  ma i n t a i n
sufficient oversight concerning the
data back up and off site storage
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process .  Specif ical ly ,  there  was
insufficient evidence that the back up
tapes were successful and properly
reviewed, and the back up tapes were
not stored in a secure environment
when taken off site.
Remediation Status: All back ups are
verified successful and taken offsite to
a safe deposit box .

c. M a t e r i a l  W e a k n e s s :  S e n i o r
Manag emen t  d i d  n o t  ma i n t a i n
sufficient controls related to the
e s t ab l i sh ing ,  ma in t a i n ing ,  and
assigning of user access security levels
in the accounting software package
used to initiate, process, record, and
report financial transactions and
financial statements. Specifically,
controls were not designed and in
place to ensure that access to certain
financial applications was adequately
restricted to only employees requiring
access to complete their job functions.
Remed i a t i on  S t a t u s :  No t  f u l l y
remediated.
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d. Material Weakness: The Company did
not maintain sufficient controls over
Excel spreadsheets used to compile
and produce financial statements. Four
critical spreadsheets failed to have all
the required controls performed in
accordance with Company policy.
Remed i a t i on  S t a t u s :  No t  f u l l y
remediated.

3. The Company did not maintain an effective control environment over Anti-Fraud Controls. Specifically, the
following weaknesses were identified when assessing the control environment:

a. Material Weakness: The Company did
not maintain an effective control
environment over corporate bank
a c c o u n t s ,  i n c l u d i n g  p a ym e n t
processing and establishing employees
authorized to conduct wire transfers.
Specifically, bank signature cards still
contained former employees, and bank
policy allowed for only one employee
to establish authorized users to the
wire transfer system.
Remediation Status: Bank signature
cards and wire transfer capabilities
have been updated to reflect current
employees with Board authorized
signature authority.

b. Material Weakness: The Company has
failed to develop and maintain a
company wide anti-fraud program
over the initiating and processing of
financial transactions, as well as other
company wide procedures which may
have an impact on internal controls
over financial reporting.
Remediation Status: The Company’s
Board of Directors has reviewed and
approved an anti-fraud policy as of
July 2007.

4. The Company did not maintain effective controls to ensure that management oversight and review procedures were
properly performed, and the following material weaknesses were noted:

a. Material Weakness: The Company did
not maintain effective controls over
t he  r e co rd ing  o f  r e cu r r i ng  and
non - r e cu r r i ng  j ou r n a l  e n t r i e s .
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Spec i f i ca l l y ,  con t ro l s  ove r  t he
supervisory review and approval of
journal entries for the recording of
these financial transactions failed.
Remediation Status: All journal entries
are being reviewed and approved by
the Controller. The Controller’s journal
en t r i e s  a re  be ing  r ev iewed  and
approved by the CFO.

b. Material Weakness: The Company did
not maintain effective controls over
the issuing and review of MicroPaint
R e p a i r  q u o t e s  a n d  i n v o i c e s .
Spec i f i ca l l y ,  con t ro l s  ove r  t he
supervisory review and approval of
these documents failed.
Remediation Status: Not remediated

c. Material Weakness: The Company did
not design and maintain effective
c o n t r o l s  o v e r  t h e  e v i d e n c e  o f
management review of key financial
transactions and reports. Sufficient
ev idence  d id  no t  ex i s t  t ha t  t he
documents were reviewed for accuracy
and completeness of information.
Remediation Status: All key financial
transactions and reports are being
reviewed by the Controller, CFO, and
Board of Directors. Evidence of the
reviews are being maintained.

d. Material Weakness: The Company did
not maintain effective controls over
the completion and payment of Travel
and Entertainment expense reports.
Specifically, certain items, although
properly reviewed and approved, were
paid  even though they  were  not
specifically allowed per Company
policy.
Remedia t ion Sta tus :  Travel  and
expense reports are being properly
reviewed and pa id  according  to
Company policy.

4

Edgar Filing: NEOMEDIA TECHNOLOGIES INC - Form 8-K/A

8



e. Material Weakness: The Company did
not design and maintain effective
controls over the income tax provision,
including deferred tax assets and net
operating loss carry-forwards related
to foreign acquisitions completed in
2006. Controls were also ineffective in
the  ana lys i s  o f  ce r t a in  accoun t
balances, such as goodwill, which
were impacted as  a  resul t  of  the
control failure.
Remediation Status: There is sufficient
analysis and review performed by
accounting personnel, the Controller,
and the CFO in these areas. Certain
complex  accoun t ing  i s sues  and
treatment have been outsourced to
third party experts in these areas.

f. Material Weakness: The Company did
not maintain adequate controls over
the  accu racy ,  p r e sen t a t i on  and
disclosure in recording revenue.
Spec i f i ca l ly ,  con t ro l s  were  no t
designed and in place to ensure that
revenue transactions were analyzed for
a p p r o p r i a t e  p r e s e n t a t i o n  a n d
disclosure for recognition of revenue
on a gross or net basis.
Remediation Status:  All  revenue
generated from this business unit is
currently being recognized on a net
basis.

The Company provided Stonefield with a copy of this Current Report on Form 8-K/A prior to its filing with the SEC,
and requested Stonefield to furnish the Company with a letter addressed to the SEC stating whether it agrees with the
statements made by the Company above, and if not, stating the respects in which it does not agree. A copy of
Stonefield’s letter dated September 6, 2007, is attached hereto as Exhibit 16.1.

(b) New Independent Registered Public Accounting Firm.

On August 31, 2007, the Company engaged Kingery & Crouse, P.A. (“Kingery”), to serve as the Company’s independent
registered public accounting firm for the fiscal year ending December 31, 2007, and to perform procedures related to
the financial statements included in the Company’s quarterly reports on Form 10-Q, which are expected to commence
with, and include, the quarter ending September 30, 2007. The engagement of Kingery was approved by the Board of
Directors of the Company, after approval and recommendation by the Audit Committee of the Board of Directors of
the Company.

During the Company’s two most recent fiscal years ended December 31, 2006 and 2005, and during any subsequent
interim period prior to the date of the engagement of Kingery as the Company’s independent registered public
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accounting firm, neither the Company nor anyone acting on its behalf consulted with Kingery regarding (i) the
application of accounting principles to a specific transaction, either completed or proposed, or the type of audit
opinion that might be rendered on the Company’s financial statements, and neither a written report was provided to the
Company or oral advice was provided that Kingery concluded was an important factor considered by the Company in
reaching a decision as to the accounting, auditing or financial reporting issue; or (ii) any matter that was either the
subject of a disagreement (as defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions) or a
reportable event (as described in Item 304(a)(1)(v) of Regulation S-K).

Item
9.01 FINANCIAL STATEMENTS AND EXHIBITS

(a) Not applicable.

(b) Not applicable.

(c) Not applicable.

(d) Exhibits No. Description:

Exhibit
No. Item Location
16.1 Letter from Stonefield

Josephson, Inc.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Company has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

Date:  September 7, 2007 NEOMEDIA TECHNOLGIES, INC.

By:  /s/ William J. Hoffman
Name: William J. Hoffman
Its: Chief Executive Officer
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