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Item 2.02. Results of Operations and Financial Condition.
 
On August 13, 2024, Duos Technologies Group, Inc. (the “Company”) issued a press release announcing the financial and operating results of the Company for the quarter and
six months ended June 30, 2024. The text of the press release is furnished as Exhibit 99.1 and incorporated herein by reference.
 
Additionally, on August 13, 2024, the Company held an earnings phone call open to the public (the “Earnings Call”). Mr. Chuck Ferry, the Company's Chief Executive Officer,
along with Mr. Adrian G. Goldfarb, the Company's Chief Financial Officer, discussed the financial and operating results of the Company for the quarter and six months ended
June 30, 2024. The transcript of the Earnings Call is furnished as Exhibit 99.2 and incorporated herein by reference.
 
Item 7.01. Regulation FD Disclosure.
 
The information set forth in Item 2.02 of this Current Report on Form 8-K is incorporated by reference into this Item 7.01.
 
The information in Item 2.02 and Item 7.01 of this Current Report on Form 8-K, including Exhibits 99.1 and 99.2, is being furnished and shall not be deemed "filed" for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933, as amended, except as expressly set forth by specific reference in such filing.
 
The press release and transcript of the Earnings Call also may be found on our website at https://www.duostechnologies.com/.

 
Item 9.01. Financial Statements and Exhibits.
 
(d) Exhibits
 
Exhibit No.  Description of Exhibit



99.1  Press Release, dated August 13, 2024
99.2  Transcript of Earnings Call with Mr. Chuck Ferry and Mr. Adrian G. Goldfarb, dated August 13, 2024.
104  Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
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Exhibit 99.1
 
 
 

Duos Technologies Group Reports Second Quarter 2024 Results
 

Continuing progress on Corporate initiatives in conjunction with improving sequential results establishing solid foundation for growth and
profitability in 2025

 
JACKSONVILLE, FL / Globe Newswire / August 13, 2024 - Duos Technologies Group, Inc. (“Duos” or the “Company”) (Nasdaq:
DUOT), reported financial results for the second quarter (“Q2 2024”) ended June 30, 2024.
 

 
Second Quarter 2024 and Recent Operational Highlights

· Closed initial 5-Year support services and data sharing agreement with Class 1 railroad valued at $10.9 million. The agreement provides full data
availability for 7 existing client portals. Additionally, we now have data available from an eighth portal from a Mexican railroad, which we plan to
leverage all 8 portals for subscription marketing starting in Q3.

· Over 2.3 million comprehensive railcar scans were performed in the second quarter across 13 portals, with more than 383,000 unique railcars
scanned. This metric encompasses all railcars scanned at locations across the U.S., Canada, and Mexico, representing approximately 24% of the
total freight car population in North America.

· Delivered and installed Edge Data Center for Amtrak at the Secaucus location. Initial construction work beginning at the site and negotiating
contract modifications for additional products and services.

· Received 10th Patent for "Device to Capture High Resolution images of a Train as it passes through an Inspection Portal", covering all aspects of
the automated visual inspection of railcars. The Company has a further 6 patents pending for visualization of moving objects and expects to
announce major product and feature enhancements over the next 6 – 9 months.

· Announced formation of new subsidiary, “Duos Edge AI” aimed at expanding Duos business into the Edge Data Center (“EDC”) market. First
three EDCs now in production with expected delivery to field in Q3 and with initial customer indications of approximately $1 million in annual
recurring revenue starting in Q4. Initial debt funding secured for EDC production.

 
 
 

 

 
 

· Formed new subsidiary, Duos Energy Corporation, aimed at additional market expansion into the increasing demand for power to support new
data centers. Using our existing in-house expertise to support the massive demand for AI, Edge computing, and 5G rollout this new subsidiary is
aligned with our strategy to be an important part of the overall AI value chain.

· As of the end of the second quarter, the Company now has $19.6 million of revenue in backlog including near-term extensions and renewals and
expects $6.9 million to be recognized during the remainder of 2024.

 
Second Quarter 2024 Financial Results
It should be noted that the following Financial Results represent the consolidation of the Company with its subsidiaries Duos Technologies,
Inc. and Duos Edge AI, Inc.
 
Total revenues for Q2 2024 decreased 15% to $1.51 million compared to $1.77 million in the second quarter of 2023 (“Q2 2023”). Total
revenue for Q2 2024 represents an aggregate of approximately $265,000 of technology systems revenue and approximately $1,245,000 in
recurring services and consulting revenue. Although overall revenue decreased in the second quarter, compared to the same quarter last
year, there was a 38% increase in recurring services and consulting revenue for the same comparison period as a result of new AI and
subscription customers that were not present in the same quarter last year as well as increases in service contract revenue due to higher
service contract prices.
 
Cost of revenues for Q2 2024 increased 13% to $1.73 million compared to $1.53 million for Q2 2023. The increase in cost of revenues
was driven by $473,069 in amortization expenses recorded in 2024 to offset site revenue related to a nonmonetary transaction for the new
services and data agreement signed during the quarter.
 
Gross margin for Q2 2024 decreased 189% to negative $215,000 compared to $241,000 for Q2 2023 reflecting the temporary decline in
technology revenues which was not completely offset by related ongoing costs to support that revenue segment. This is expected to be
mitigated in future quarters as currently delayed projects are re-started.
 
Operating expenses for Q2 2024 decreased 11% to $3.00 million compared to $3.39 million for Q2 2023. The decrease in expenses is
attributed to reductions in development and administrative costs due to the completion of certain activities and the impact of previously
implemented cost reductions. Stable operating expenses are expected for the remainder of 2024 while we continue to focus on further



efficiencies to support anticipated revenue growth. The decrease in operating expenses is slightly offset by additional investments in sales
resources for expanding the commercial team that was made in the latter half of 2023. The Company implemented a 5% reduction in staff
in early Q3.
 
Net operating loss for Q2 2024 totaled $3.22 million compared to net operating loss of $3.15 million for Q2 2023. Operating losses were
higher than the comparative quarter a year ago, but the increase was proportionally less than the relative decrease in revenues and gross
margin should have produced.
 
 

 

 
Net loss for Q2 2024 totaled $3.20 million compared to net loss of $2.99 million for Q2 2023. The 7% increase in net loss was mostly
attributed to the decrease in revenues as described above from timing delays but was smaller than expected as we were successful in
driving down operating costs, a trend which is expected to continue.
 
Cash and cash equivalents at June 30, 2024 totaled $0.51 million compared to $2.44 million at December 31, 2023. In addition, the
Company had over $1.27 million in receivables and contract assets for a total of approximately $1.77 million in cash and expected short-
term liquidity.
 
Six Month 2024 Financial Results
Total revenue decreased 42% to $2.58 million from $4.41 million in the same period last year. Total revenue for the first six months of
2024 represents an aggregate of approximately $0.53 million of technology systems revenue and approximately $2.05 million in recurring
services and consulting revenue. An increase in recurring revenues by 19% was offset by the decrease in technology systems revenue.
Total revenue was impacted by delays in the delivery of two high-speed RIPs for a passenger transit client. Growth of the services portion
of revenues was driven by the successful completion and implementation of artificial intelligence detections and represents services and
support for those detections as well as increases in service contract revenue due to higher service contract prices.
 
Cost of revenues decreased 26% to $2.70 million from $3.64 million in the same period last year. The decrease in cost of revenues was
a result of timing of project work ongoing for the Company.
 
Gross margin decreased 115% to negative $120,000 from $779,000 in the same period last year. The decrease in gross margin was
driven by the timing of business activity in Q2 2024 related to the manufacturing of two high-speed, transit-focused RIPs for one customer.
As previously mentioned, the temporary decline in technology revenues was not completely offset by related ongoing costs to support that
revenue segment.
 
Operating expenses decreased 4% to $5.86 million from $6.07 million in the same period last year. The Company experienced a slight
decrease in overall operating expenses due to reductions in development costs and a decrease in administrative costs, primarily from a
reduction in workforce. However, this was partially offset by an increase in sales and marketing expenses, driven by the continued
expansion of our commercial team begun in the latter half of 2023 as we prepare to enter new markets.
 
Net operating loss totaled $5.98 million compared to net operating loss of $5.30 million in the same period last year. The increase in loss
from operations was primarily the result of lower revenues recorded in the first and second quarters as a consequence of the delays
previously noted, offset by continued increases in services and consulting revenue.
 
Net loss totaled $5.96 million compared to a net loss of $5.13 million in the same period last year. The increase in net loss was mostly
attributable to the decrease in revenues as previously noted above, partially offset by the increase in services and consulting revenue and
decrease in operating expenses.
 
 

 

 
Financial Outlook
At the end of the second quarter, the Company’s contracts in backlog and near-term renewals and extensions is now more than $19.6
million in revenue, of which approximately $6.9 million is expected to be recognized during the remainder of 2024. The balance of contract
backlog is comprised of multi-year service and software agreements as well as project revenues. It should be noted that $10.7 million of
the revenue in backlog is for data access to support the new subscription business and is accounted for as a “non-monetary exchange”
that resulted from an amendment to a Master Material and Service Purchase Agreement with a Class 1 railroad. Any new subscription
business going forward will be offset by royalty payments by Duos.
 
The agreement gives Duos the rights to use and resell all data acquired by seven portals owned by the Class I railroad. The initial
decrease in cash receivables is expected to be offset from revenues for data subscriptions to owners and lessors of railcar assets for the
provision of mechanical and safety data and longer-term provide an expected growing, high-margin, revenue stream from subscribers.
 
Duos anticipates an improvement in operating results to be reflected over the next 12 months as a result of the new initiatives described in
this release. Results are expected to improve in Q3 and the Company will provide further updates as they become available.
 
Management Commentary
 
"The Company continues to focus on establishing the foundation for long-term, sustainable growth particularly in the area of new business
development and market expansion, patent awards and building our subscription data offering," said Chuck Ferry, Duos CEO. “The
agreement executed with one of our major Class 1 customers represented the culmination of almost 12 months of negotiation and gives us
a platform to supply safety data to all North American rail customers for both freight and transit. While I continue to be dissatisfied with our
short-term financial performance, I am encouraged by the growth in our recurring revenues and the fast start of our EDC business.”
 
 
Conference Call
The Company’s management will host a conference call today, August 13, 2024, at 4:30 p.m. Eastern time (1:30 p.m. Pacific time) to
discuss these results, followed by a question-and-answer period.
 



Date: Tuesday, August 13, 2024
Time: 4:30 p.m. Eastern time (1:30 p.m. Pacific time)
U.S. dial-in: 877-407-3088
International dial-in: 201-389-0927
Confirmation: 13747856
 
Please call the conference telephone number 5-10 minutes prior to the start time of the conference call. An operator will register your
name and organization.
 
If you have any difficulty connecting with the conference call, please contact DUOT@duostech.com.
 
The conference call will be broadcast live via telephone and available for online replay via the investor section of the Company's website
here.
 
About Duos Technologies Group, Inc.
Duos Technologies Group, Inc. (Nasdaq: DUOT), based in Jacksonville, Florida, through its wholly owned subsidiaries, Duos
Technologies, Inc. and Duos Edge AI, Inc., designs, develops, deploys, and operates intelligent technology solutions for Machine Vision
and Artificial Intelligence (AI) applications including real-time analysis of fast-moving vehicles and Edge Data Centers. For more
information, visit www.duostech.com and www.duosedge.ai.
 

 

 
Forward- Looking Statements
This news release includes forward-looking statements regarding the Company's financial results and estimates and business prospects
that involve substantial risks and uncertainties that could cause actual results to differ materially. Forward-looking statements relate to
future events and typically address the Company's expected future business and financial performance. The forward-looking statements in
this news release relate to, among other things, information regarding anticipated timing for the installation, development and delivery
dates of our systems; anticipated entry into additional contracts; anticipated effects of macro-economic factors (including effects relating to
supply chain disruptions and inflation); timing with respect to revenue recognition; trends in the rate at which our costs increase relative to
increases in our revenue; anticipated reductions in costs due to changes in the Company's organizational structure; potential increases in
revenue, including increases in recurring revenue; potential changes in gross margin (including the timing thereof); statements regarding
our backlog and potential revenues deriving therefrom; and statements about future profitability and potential growth of the Company.
Words such as "believe," "expect," "anticipate," "should," "plan," "aim," "will," "may," "should," "could," "intend," "estimate," "project,"
"forecast," "target," "potential" and other words and terms of similar meaning, typically identify such forward-looking statements. Forward-
looking statements involve risks and uncertainties and there are important factors that could cause actual results to differ materially from
those expressed or implied by these forward-looking statements. These factors include, but are not limited to, the Company's ability to
continue as a going concern, the Company's ability to generate sufficient cash to continue and expand operations, the competitive
environment generally and in the Company's specific market areas, changes in technology, the availability of and the terms of financing,
changes in costs and availability of goods and services, economic conditions in general and in the Company's specific market areas,
changes in federal, state and/or local government laws and regulations potentially affecting the use of the Company's technology, changes
in operating strategy or development plans and the ability to attract and retain qualified personnel. The Company cautions that the
foregoing list of risks, uncertainties and factors is not exclusive. Additional information concerning these and other risk factors is contained
in the Company's most recently filed Annual Reports on Form 10-K, subsequent Quarterly Reports on Form 10-Q, recent Current Reports
on Form 8-K, and other filings filed by the Company with the U.S. Securities and Exchange Commission (the "SEC"), which are available
at the SEC's website, http://www.sec.gov. The Company believes its plans, intentions and expectations reflected in or suggested by these
forward-looking statements are based on reasonable assumptions. No assurance, however, can be given that the Company will achieve or
realize these plans, intentions or expectations. Indeed, it is likely that some of the Company's assumptions may prove to be incorrect. The
Company's actual results and financial position may vary from those projected or implied in the forward-looking statements and the
variances may be material. Each forward-looking statement speaks only as of the date of the particular statement. We do not undertake or
accept any obligation or undertaking to release publicly any updates or revisions to any forward-looking statements to reflect any change in
our expectations or any change in events, conditions or circumstances on which any forward-looking statement is based, except as
required by law. All subsequent written and oral forward-looking statements concerning the Company or other matters attributable to the
Company or any person acting on its behalf are expressly qualified in their entirety by the cautionary statements above.
 
Contacts
Corporate
Fei Kwong, Director, Corporate Communications
Duos Technologies Group, Inc. (Nasdaq: DUOT)
904-652-1625
fk@duostech.com
 
 

 

 
 
 

DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
 

             

  
For the Three Months

Ended   
For the Three Months

Ended   
For the Six Months

Ended   
For the Six Months

Ended  
  June 30,   June 30,   June 30,   June 30,  



  2024   2023   2024   2023  
             

REVENUES:                 
 Technology systems  $ 264,999  $ 870,494  $ 534,854  $ 2,698,258 
 Services and consulting   1,245,497   899,565   2,046,322   1,716,089 

                 
 Total Revenues   1,510,496   1,770,059   2,581,176   4,414,347 

                 
 COST OF REVENUES:                 

 Technology systems   780,912   1,072,106   1,364,349   2,839,315 
 Services and consulting   944,148   456,616   1,336,759   796,523 

                 
 Total Cost of Revenues   1,725,060   1,528,722   2,701,108   3,635,838 

                 
 GROSS MARGIN   (214,564)   241,337   (119,932)   778,509 

                 
 OPERATING EXPENSES:                 

 Sales and marketing   712,456   301,077   1,265,942   608,654 
 Research and development   390,000   537,801   772,142   942,686 
 General and administration   1,899,396   2,550,709   3,819,446   4,522,217 

                 
 Total Operating Expenses   3,001,852   3,389,587   5,857,530   6,073,557 

                 
 LOSS FROM OPERATIONS   (3,216,416)   (3,148,250)   (5,977,462)   (5,295,048)

                 
 OTHER INCOME (EXPENSES):                 
    Interest expense   (1,150)   (3,230)   (1,595)   (4,410)
    Other income, net   13,395   162,080   22,577   166,375 

                 
 Total Other Income (Expenses)   12,245   158,850   20,982   161,965 

                 
 NET LOSS  $ (3,204,171)  $ (2,989,400)  $ (5,956,480)  $ (5,133,083)

                 
                 

 Basic and Diluted Net Loss Per Share  $ (0.43)  $ (0.42)  $ (0.81)  $ (0.72)
                 
                 

 Weighted Average Shares-Basic and Diluted   7,450,676   7,169,340   7,378,813   7,163,142 
 
 
 

 
DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
 

       
  June 30,   December 31,  
  2024   2023  
   (Unaudited)      

ASSETS         
 CURRENT ASSETS:         

 Cash  $ 506,114  $ 2,441,842 
 Accounts receivable, net   128,795   1,462,463 
 Contract assets   1,139,395   641,947 
 Inventory   1,060,373   1,526,165 
 Prepaid expenses and other current assets   436,066   184,478 
 Note receivable, net   157,500   — 

         
 Total Current Assets   3,428,243   6,256,895 

         
 Property and equipment, net   1,736,407   726,507 
 Operating lease right of use asset   4,204,593   4,373,155 
 Security deposit   500,000   550,000 

         
 OTHER ASSETS:         

 Note receivable, net   —   153,750 
 Intangible asset, net   10,688,359   — 
 Patents and trademarks, net   128,371   129,140 
 Software development costs, net   524,225   652,838 
 Total Other Assets   11,340,955   935,728 

         
 TOTAL ASSETS  $ 21,210,198  $ 12,842,285 

         
 LIABILITIES AND STOCKHOLDERS' EQUITY         

         
 CURRENT LIABILITIES:         

 Accounts payable  $ 849,497  $ 595,634 
 Notes payable - financing agreements   241,452   41,976 
 Accrued expenses   252,024   164,113 
 Operating lease obligations-current portion   788,801   779,087 



 Contract liabilities, current   3,676,567   1,666,243 
 Total Current Liabilities   5,808,341   3,247,053 

         
 Contract liabilities, less current portion   8,495,876   — 
 Operating lease obligations, less current portion   4,052,527   4,228,718 

         
 Total Liabilities   18,356,744   7,475,771 

         
 Commitments and Contingencies (Note 5)       

         
 STOCKHOLDERS' EQUITY:         

 Preferred stock: $0.001 par value, 10,000,000 authorized, 9,441,000 shares available to be designated         
  Series A redeemable convertible preferred stock, $10 stated value per share, 500,000 shares designated; 0 and 0

issued and outstanding at June 30, 2024 and December 31, 2023, respectively, convertible into common stock at
$6.30 per share   —   — 

 Series B convertible preferred stock, $1,000 stated value per share, 15,000 shares designated; 0 and 0 issued and
outstanding at June 30, 2024 and December 31, 2023, respectively, convertible into common stock at $7 per
share   —   — 

 Series C convertible preferred stock, $1,000 stated value per share,
5,000 shares designated; 0 and 0 issued and outstanding at June 30, 2024 and December 31, 2023, respectively,
convertible into common stock at $5.50 per share   —   — 

 Series D convertible preferred stock, $1,000 stated value per share,   4,000 shares designated; 1,519 and 1,299
issued  and outstanding at June 30, 2024 and December 31, 2023, respectively,  convertible into common stock
at $3 per share   1   1 

 Series E convertible preferred stock, $1,000 stated value per share, 30,000 shares designated; 13,625 and 11,500
issued  and outstanding at June 30, 2024 and December 31, 2023, respectively,  convertible into common stock
at $3 per share   14   12 

 Series F convertible preferred stock, $1,000 stated value per share, 5,000 shares designated; 0 and 0 issued and
outstanding at June 30, 2024 and December 31, 2023, respectively, convertible into common stock at $6.20 per
share   —   — 

         
 Common stock: $0.001 par value; 500,000,000 shares authorized, 7,623,598 and 7,306,663 shares issued,

7,622,274 and 7,305,339 shares outstanding at June 30, 2024 and December 31, 2023, respectively   7,623   7,306 
 Additional paid-in-capital   72,563,300   69,120,199 
 Accumulated deficit   (69,560,032)   (63,603,552)
 Sub-total   3,010,906   5,523,966 
 Less:  Treasury stock (1,324 shares of common stock at June 30, 2024 and December 31, 2023)   (157,452)   (157,452)

 Total Stockholders' Equity   2,853,454   5,366,514 
         

 Total Liabilities and Stockholders' Equity  $ 21,210,198  $ 12,842,285 
 
 
 

 
 

DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited) 
 

       
  For the Six Months Ended  
  June 30,  
  2024   2023  

       
Cash from operating activities:         
Net loss  $ (5,956,480)  $ (5,133,083)
Adjustments to reconcile net loss to net cash used in operating activities:         
Depreciation and amortization   781,835   230,592 
Stock based compensation   241,694   302,743 
Stock issued for services   80,000   65,000 
Amortization of operating lease right of use asset   168,562   155,338 
Changes in assets and liabilities:         
   Accounts receivable   1,333,668   3,131,392 
   Note receivable   (3,750)   (150,625)
   Contract assets   (497,448)   (581,069)
   Inventory   165,792   (116,393)
   Security deposit   50,000   50,000 
   Prepaid expenses and other current assets   175,073   403,225 
   Accounts payable   253,863   (1,530,361)
   Accrued expenses   87,912   (150,914)
   Operating lease obligation   (166,477)   (80,559)
   Contract liabilities   (655,228 )   1,481,643 
         
Net cash used in operating activities   (3,940,984)   (1,923,071)
         
Cash flows from investing activities:         
    Purchase of patents/trademarks   (4,765)   (28,720)
    Purchase of software development   —   (360,437)
    Purchase of fixed assets   (884,520)   (159,203)
         
Net cash used in investing activities   (889,285)   (548,360)
         



Cash flows from financing activities:         
   Repayments on financing agreements   (227,184)   (273,965)
   Repayment of finance lease   —   (22,851)
   Proceeds from common stock issued   115,563   — 
   Stock issuance costs   (76,188)   (17,645)
   Proceeds from shares issued under Employee Stock Purchase Plan   87,348   117,048 
   Proceeds from preferred stock issued   2,995,002   4,000,000 
         
Net cash provided by financing activities   2,894,541   3,802,587 
         
Net increase (decrease) in cash   (1,935,728)   1,331,156 
Cash, beginning of period   2,441,842   1,121,092 
Cash, end of period  $ 506,114  $ 2,452,248 
         
Supplemental Disclosure of Cash Flow Information:         
Interest paid  $ 1,596  $ 4,410 
Taxes paid  $ 5,055  $ — 
         
Supplemental Non-Cash Investing and Financing Activities:         
Notes issued for financing of insurance premiums  $ 426,661  $ 458,452 
Transfer of inventory to fixed assets  $ 300,000  $ — 
Intangible asset acquired with contract liability  $ 11,161,428  $ — 
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Duos Technologies Group, Inc.
Second Quarter 2024 Earnings Call

August 13, 2024
 
Presenters
Chuck Ferry, Chief Executive Officer
Adrian Goldfarb, Chief Financial Officer
 
Q&A Participants
Michael Latimore - Northland Capital Markets
Richard Jackson - True North Financial
Ed Woo - Ascendiant Capital Markets

Operator 
Good afternoon. Welcome to Duos Technologies' Second Quarter 2024 Earnings Conference Call. Joining us for today's call are
Duos' CEO, Chuck Ferry, and CFO, Adrian Goldfarb. Following their remarks, we will open the call for your questions. Then,
before we conclude today's call, I'll provide the necessary cautions regarding the forward-looking statements made by
management during this call. Now I would like to turn the call over to Duos’ CEO, Chuck Ferry. Sir, please go ahead.

Charles Ferry 
Welcome, everyone, and thank you for joining us. We've just released our press release as well as our 10-Q announcing our
financial results for the second quarter of 2024 and other operational highlights. Copies of both are available in the Investor
Relations section of our website. I encourage all listeners to review that release and 10-Q filing with the SEC to better understand
some of the details we'll be discussing during today's call.
 
In the last few earnings calls, I have articulated our strategy to diversify our growing technology business into areas where we
have expertise and synergies, with the intent to more rapidly increase our value and return on investment to our shareholders. On
our call today, I'm going to report on those diversification efforts and what they will mean for us going forward.
 
We are making steady progress with our Railcar Inspection Portal business to include ongoing installation projects with Amtrak
and the planning for a new RIP installation at a large chemical manufacturer. As I reported earlier, we now have an important
agreement and partnership in place with one of our long-term Class 1 railroad customers, currently the largest user of our
wayside technology. The new agreement allows us to add subscribers to 7 of our 13 portals, along with an eighth portal owned by
a different customer. We'll talk more about the subscription offering later in the call.
 

 

 
Our Edge Data Center business, called Duos Edge AI, has made fast progress commercially given the high demand for Edge
computing infrastructure. Our plans to have four Edge Data Centers installed in various locations in Texas this year are on
schedule, and we expect recurring revenue from those data centers to begin in Q4.
 
I just returned from a TD Cowen data center investor conference being held in Boulder, Colorado, and I can tell you that there is
excitement in this industry about our business when I'm discussing it with potential customers, investors, and analysts. Our
pipeline of new orders is growing, and I expect to install at least 15 more Edge Data Centers in FY 2025.
 
I have previously spoken about the power industry experience that the Duos team and I have from our time at APR Energy. With
our entry into the data center space, we are now getting requests to participate and, in some cases, lead opportunities to install
power in support of data centers here in the United States.
 
Based on this rapidly growing demand, we have incorporated Duos Energy Corporation as a third subsidiary to Duos
Technologies Group and already have a small pipeline of projects that could further accelerate our growth--our goal for more
recurring revenue and profitability. We'll discuss each line of business in more detail after the financial review. So at this time, I'll
turn it over to Adrian to cover our financial results.

Adrian Goldfarb 
Thanks, Chuck. Following on from Chuck's introductory remarks, I would like to give a brief commentary on the recent operational
highlights and my expectations as to how and when these will translate into revenue growth and, most importantly, profitability.
 
As Chuck mentioned, the company is in the process of expanding into three distinct lines of business: complex visualization with
AI, as manifested in our legacy Duos Tech business; the recently announced business of providing Edge Data Centers and
related operational services; and the brand-new subsidiary, which will focus on power provision for data centers, both Edge and
traditional. While these three divisions may on the face of it look as if they are not related, in fact, Duos and its management
team, and staff, have extensive experience in all three domains.
 



Chuck will address the three-year strategic plan for the company in his commentary following my discussion of the financials. But
from my perspective, the transition plan is expected to be complete by the end of 2024 with an expected markedly improved
financial position and guidance at the conclusion of the transition period.
 

 

 
During the last call, I stated that I believe that we are on the threshold of steadily improving results, and I believe we are seeing
the first signs of this in our most recent quarterly results. As such, we will detail out our plans for the remainder of 2024, and
indications are that a $70-plus million investment in building a talented organization, intellectual property with highly defendable
patents, and now access to new markets with key assets that the company owns or plans to own will provide a solid foundation
for the expected increase in recurring revenues.
 
With that in mind, let us now look at the results for the second quarter and first half of 2024. During the second quarter, total
revenue for the quarter decreased 15% to $1.51 million compared to $1.77 million in the second quarter of 2023. Total revenue
for Q2 2024 represents an aggregate of approximately $265,000 of technology systems revenue, but more than $1.25 million in
recurring services and consulting revenue, representing a 38% increase in this important metric.
 
For the six months ended 2024, total revenue decreased 42% to $2.58 million from $4.41 million in the same period last year.
Total revenue for the six months of 2024 represents an aggregate of approximately $0.5 million of technology systems revenue
and approximately $2.05 million in recurring services and consulting revenue, which is also an increase in recurring revenues of
19%.
 
Growth of the services portion of revenues was driven by the successful completion and implementation of artificial intelligence
detections, which represents services and support for those detections, as well as increases in service contract revenue due to
higher service contract prices. For both periods, the small revenues in the technology systems area reflects the ongoing delays in
revenue recognition for the Amtrak installation, who, as discussed previously, postponed delivery last year into Q4 of this year.
 
I'm pleased to report that although revenue was expected to be booked in Q4, the company has accelerated delivery of part of the
system, and we expect to report an increase in these revenues in Q3. I should caution, however, that due to the complex nature
of this project at the site, further delays may be encountered such that the project might not be complete until mid-2025.
 
Cost of revenues for the second quarter increased 13% to $1.73 million compared to $1.53 million for Q2 2023. And for the six
months ended 2024, cost of revenue decreased 26% to $2.7 million from $3.64 million in the second period last year. Both
periods reflect certain cost increases related to project delivery where we expect to record higher revenues in Q3 and to the effect
of the new Class 1 subscription business startup costs.
 
Gross margin for Q2 2024 decreased 189% to negative $215,000 compared to $241,000 for the Q2 2023. And for the six months
ended 2024, gross margin decreased 115% to negative $120,000 from $779,000 in the same period last year. Per my previous
comment, when comparing the results between the two periods, the stage of completion for production and installation should be
factored into these comparisons and taken into account when analyzing the two periods.
 
Specifically, the decrease in gross margin was driven by the timing of business activity in Q2 2024 related to the manufacturing of
two high-speed transit-focused RIPs for Amtrak. As previously mentioned, the temporary decline in technology revenues was not
completely offset by related ongoing costs to support that revenue segment.
 

 

 
Operating expenses for Q2 2024 decreased by 11% to $3 million compared to $3.39 million for Q2 2023. And for the six months
ended 2024, operating expenses decreased 4% to $5.86 million from $6.07 million in the same period last year. The company
implemented a number of expense reduction measures in late 2023, and the results of these measures are now being seen in the
overall financial results.
 
The decreases being recorded are related to targeted costs in some development and, more specifically, administrative costs,
that are offset with continued investment in sales resources as the company continues to build the commercial resources
necessary to address the expansion into new markets. The expense cuts have been precise to reduce investments in certain
areas where certain activities are now complete, but we continue to invest in the technology that has delivered the wide-ranging
patent for the RIP and associated AI.
 
We continue to anticipate that operating expenses will remain stable throughout the remainder of 2024, but we have taken
additional actions in Q3 to further improve efficiency and align our staffing to address both the new and existing business areas so
as not to impact the expected growth in revenue.
 
Net operating loss for Q2 2024 totaled $3.22 million compared to a net operating loss of $3.15 million for Q2 2023. And for the six
months ended 2024, net operating loss totaled $5.98 million compared to a net operating loss of $5.30 million in the same period
last year. Although operating losses were higher than the comparative quarter a year ago, the increase was proportionally less
than the relative decrease in revenues and gross margin.



 
The increase in loss from operations was primarily the result of lower revenues recorded in the first and second quarters as a
consequence of the delays previously noted, offset by continued increases in services and consulting revenue. Net loss for the
second quarter was $3.2 million or negative $0.43 a share, compared to net loss of $2.9 million or negative $0.42 a share for Q2
2023, with the 7% increase being lower proportionately than might have been expected with the decrease in overall revenue.
 
For the six months ended 2024, net loss totaled $5.96 million or negative $0.81 per share, compared to a net loss of $5.13 million
or negative $0.72 per share in the same period last year. The increase in net loss was attributable to the decrease in revenues,
as previously noted above, partially offset by the increase in services and consulting revenue and a decrease in operating
expenses.
 
With regard to the balance sheet, at June 30, 2024, cash and cash equivalents was approximately $0.5 million compared to $2.44
million at December 31, 2023. In addition, the company had over $1.27 million in receivables and contract assets, for a total of
approximately $1.77 million in cash and expected short-term liquidity. Duos also has more than $1 million in inventory as of June
30, 2024, consisting primarily of long-lead items for future RIP installation that are expected to be deployed this year and 2025.
 

 

 
There has been a large increase in other assets, notably the recording of a $10.7 million intangible asset, which represents the
estimated fair value for five years of data to support the recently signed long-term services and data sharing agreement executed
with the previously mentioned Class 1 customer for the provision of subscription services.
 
Total current liabilities are $5.81 million versus $3.25 million as of December 31, 2023. $2.2 million of this increase is noncash
and related to the data services agreement. Long-term contract liabilities have increased by $8.5 million, reflecting the noncurrent
portion of this agreement. My overall comment on the balance sheet is that it remains stable in anticipation of the expected growth
in the business in the second half of the year.
 
Turning to backlog, at the end of the second quarter, the company's contracts and backlog and near-term renewals and
extensions are now more than $19.6 million, of which approximately $6.9 million is expected to be recognized as revenue during
the remainder of 2024. The balance of contract backlog comprises multiyear service and software agreements, as well as project
revenues. It should be noted that $10.7 million of the revenue backlog is for data access to support the new subscription business
and is accounted for as a nonmonetary exchange that resulted from an amendment to a massive material and service purchase
agreement with a Class 1 railroad.
 
Before turning the call back to Chuck, I would like to address the subject of guidance. As we have discussed previously, we have
experienced some difficulty in giving accurate guidance within the time frame of a fiscal year due to the delays and uncertainties
in our current market space. However, we believe the current analyst expectations for annual revenue this year represent a
reasonable estimate at this time.
 
Chuck will be addressing the transition into new markets, including our growing recurring revenue initiatives such as AI and
subscriptions, for which we have already announced some success this year. As we transition another few months, my
expectation is that we will be able to formally reintroduce guidance. This concludes my financial commentary, and I will now pass
the call back to Chuck.

Charles Ferry 
Thank you, Adrian. I'll start first about our Railcar Inspection Portal business, and more specifically about the subscription offering.
On May 17, 2024, Duos and our largest Class 1 customer executed a five-year machine vision AI subscription partnership
agreement. Much of the expansion on our balance sheet that Adrian discussed is a result of this agreement. This is the first
machine vision and AI rail safety partnership agreement in North America. The agreement authorizes Duos to offer shippers and
railcar owners transiting their Class 1 network the opportunity to subscribe to wayside machine vision AI safety technology.
 

 

 
While Duos is the inventor of the Railcar Inspection Portal and holder of 10 active U.S. patents for this innovative wayside defect
detection solution, our Class 1 customer is leading the rail industry in the deployment of machine vision AI wayside detection
technology with seven portals in the United States and Canada. More importantly, our Class 1 customer has fully integrated the
portals into their mechanical inspection operations.
 
Mechanical Carmen from the Class 1s that I have talked to say that they are getting great results using the tool and have provided
good feedback that we've used to improve the system over time. Going forward, Duos and our Class 1 customer will emphasize
standardizing machine vision AI safety technology so the data can be easily exchanged through a subscription service with other
Class 1s, regional carriers, passenger railroads, and first responders.
 
Our Railcar Inspection Portal technology can be integrated into railroad, public safety, and asset management data systems, with
the ability to identify FRA and critical safety appliance defects and communicate alerts to train crews, train dispatchers, railroad
operation centers, and first responders in real time. Visual documentation of the train, railcar location within the train, car initial



and number, placard and defects are all presented within 60 seconds of image capture.
 
Currently, we have two subscribers that have been using the system effectively for many months now, Amtrak and another large
railcar fleet operator. We are in discussions with another 20 potential subscribers, which includes car owners, shippers, short
lines, passenger rail, and other Class 1s. We'll continue our efforts to expand and prove out the subscription offering and keep
you updated.
 
Our Edge Data Center business, led by data center industry veteran, Doug Recker, is completing contract discussions that have
effectively sold out our first three Edge Data Centers destined for Texas. A fourth Edge Data Center is close to being sold out as
well. Land leases are in the process of being secured and our in-house project management team has begun the site survey
work, permit requests, and logistical planning to execute installations beginning this September, with the expectation of revenue
starting this October.
 
These Edge Data Centers will allow for high-speed connectivity, low data latency, and high reliability that has not ordinarily been
available in smaller and rural markets. Those who will greatly benefit are schools, hospitals, first responders, along with large
farms and oil and gas operators in that region. Local leaders we are planning with for the installations are very excited and
removing all obstacles to gain access to better connectivity for their communities.

Our pipeline of new orders is growing, and I expect to install at least 15 more Edge Data Centers in FY 2025 and accelerate that if
possible to meet the demand. We have launched a new website specific to this business where you can learn more about how
this all works at duosedge.ai.
 

 

 
Let's talk about our new power business and what is driving it. The demand for more computing with 5G and AI has created a
data center boom, and that has also created a power shortage to meet that demand. Accelerating data center load growth is
driving long lead times of three to seven years to procure sufficient utility power for new hyperscale data centers across the U.S.
according to analysts from TD Cowen.
 
I have previously spoken about the power industry experience that the Duos team and I have from our time at APR Energy. From
2016 to 2020, about 15 members of my current Duos team and I installed more than 1 gigawatt of power. During one period of
intense demand in the fall of 2017, our team installed two power plants in South Australia, two power plants in Puerto Rico
following Hurricane Maria, and one more power plant in Mexico following an earthquake. All 5 plants were installed near
simultaneous in less than 120 days.
 
With our entry into the data center space, we are now receiving requests to participate and, in some cases, lead opportunities to
install power in support of data centers here in the United States. Based on this growing demand, we have incorporated Duos
Energy Corporation as a third subsidiary to our Duos Technologies family and already have a small pipeline of projects in support
of data centers that could further accelerate our plan for more recurring revenue and profitability.
 
With all the excitement around our new divisions, I want to reiterate our commitment to progressing our Railcar Inspection Portal
subscription business. Our company has invested nearly $70 million over the past seven years to perfect this technology and
patent it. There is strong evidence from across the rail industry that this technology will eventually be deployed in high numbers,
benefiting everyone.
 
However, to ensure we can deliver the value and return our shareholders--and return our shareholders and what they expect, I
am strongly committed to diversifying our business into other synergistic areas where we have expertise and market conditions
expect fast growth. Our team is exceptionally talented and very capable in advancing this strategy.
 
In closing, I want to thank my Board of Directors and long-term shareholders for their advice, counsel, and support as we advance
this strategy. Thank you for listening, and we'll now open the call for your questions. Operator, would you please provide the
appropriate instructions?

Operator 
Thank you. We will now be conducting a question and answer session. If you would like to ask a question, please press “*” “1” on
your telephone keypad. A confirmation tone will indicate your line is in the question queue. You may press “*” “2” if you would like
to remove your question from the queue. For participants using speaker equipment, it may be necessary to pick up your handset
before pressing the “*” keys. One moment, please, while we poll for questions. First question comes from Michael Latimore with
Northland Capital Markets. Please go ahead.
 

 

 
Mike Latimore 
Thanks very much. So I guess, as you think about the second half of this year, I know you're not giving specific guidance, but
maybe can you sort of highlight the top two or three driver--incremental revenue drivers second half versus first half?



Charles Ferry 
Yeah, I'll start, and I'll let--this is Chuck. I'll start and I'll let Adrian clean up behind me here. At a high level, key revenues that
we're expecting to come in, first of all, will come in from Amtrak, which is an ongoing installation project. Adrian mentioned we've
already accelerated some of that revenue, and that was because we've installed now the very large Edge Data Center which is a
part of that installation, and that occurred here about a month or so ago.
 
We've got another large contract that we're expecting to close with a large chemical producer. And then we do expect to start
seeing revenues coming in with our new Edge Data Centers that will be deployed out into the field. And Adrian, if you want to add
to that, please.

Adrian Goldfarb 
No. That pretty much describes it, Mike. I think what you'll see is you'll see a marked improvement, obviously, over the past two
quarters for Q3 related to the fact that we are now starting to push forward with the Amtrak installation. There are still some
challenges around that, which I've mentioned. And then just waiting to start the other RIP installation at the chemical
manufacturer.
 
Outside of that, we are currently in discussions with about 20 different potential clients on the subscription side. And with the
Edge Data Centers, all of that will start probably--will start to kick off probably in about Q4. I think what will happen is that we will--
the next call, the Q3 call, we'll have a much better visibility on that. But I'm expecting much better results going forward.

Mike Latimore 
Okay, great. And then I think in the press release you talked about winning customers already for Edge Data Center and that
amounts to, I think, $1 million of ARR starting in the fourth quarter. Does that assume kind of full capacity of those three Edge
Data Centers, that $1 million of ARR?

Charles Ferry 
Yeah. So it does. So we expect those to be filled to capacity. Again, these Edge Data Centers are effectively small-scale co-
location data centers, which is why they're pretty in high demand. And we expect them to have filled out.
 
So the way that kind of the operational cadence works, you get it installed, you bring the power and fiber up in the Edge Data
Center. And in general, we expect about a 30-day period where customers start to come in, fill out that data center. So about 30
days after we commercially turn it on, it's effectively filled with those long-term and recurring customers inside those data centers.

 

 
Mike Latimore 
Yeah, okay. And then, Chuck, did you say you had 15 people on staff that are kind of experienced in the energy world?

Charles Ferry 
Yeah, we do. So we have a staff of about 70 folks, total. Of that, at least 15 are prior APR Energy employees. I'm very fortunate
that employees that used to work for me will come back and work for me a second time, which is very helpful. In those 15, they go
across all of the skill sets that you need to commercially develop, financially plan for, engineer, procure, install, and then operate
and maintain power plants.
 
In this case, again, it's kind of a convergence of what we're doing inside the Edge Data Center space and the data center industry
at large. When some of the customers and some of the data center analysts found out that we have all this power experience, all
of a sudden, a lot of these power opportunities against data centers have become--have been presented to us. And so I think
we're going to take advantage of the talent we have on staff and our know-how in that space and participate in that.
 
Mike Latimore 
Okay, great. Best of luck. Thanks.
 
Charles Ferry 
Thanks so much, Mike.

Operator 
Once again, if you would like to ask a question, please press “*” “1” on your telephone keypad. Next question comes from Richard
Jackson with True North Financial. Please go ahead.

Richard Jackson 
Yeah. Congratulations on moving most of the business to a subscription model. I always thought that was the place to be, long
term. Can you give us a range of what gross margins and operating margins you're targeting for that subscription business? Is it
vastly different between the power and the data and your railcar monitoring?

Charles Ferry 



Yeah. I'll have Adrian cover the subscription part and I can talk to the data center and the power plant.

 

 
Adrian Goldfarb 
Yeah. So from a subscription standpoint, the margins are very high, and that's because the marginal cost of putting in a
subscription is not that much. So typically, you're looking for margin--gross margins at minimum range of 70%. And then, typically,
we expect that to increase over time and get up into closer to the 90% range, as is typical with that type of business. And that's
kind of been our aim with all of the businesses now that we're currently looking at.

Charles Ferry 
So on the Edge Data Centers again, there's--obviously, there's a cost, again, because we own and operate these Edge Data
Centers, so obviously there's costs going in. But those costs are effectively capitalized over the life of a five-year recurring
contracts. And so once that thing is up and operational, we expect gross margins to be at least in the 60% to 70% or higher area.
 
On a power plant project, ones that are against these data centers right now, we would expect, again, there's going-in costs. The
good news in this sector is that the data center operators and developers have shown a high willingness to pay up milestone
payments to offset the costs of going into a power project.
 
Once you're in there, again, good recurring revenue, typically five years or more. And we would expect our gross margin to be
probably in the 50 to 60 percentile range with that particular business. Again, we're pushing a lot of the costs from an overhead
perspective above the line, and then try to really bifurcate that G&A cost below to show a true--what we're truly running at.

Adrian Goldfarb 
Yeah. One other comment on that, Richard, is that as compared to some subscription businesses, although the level--the number
of customers is typically on the lower end just because of the industries they're in, the churn rate is extremely low. All of the
contracts we look at are typically minimum multiyear contracts and can go on for a long time. So that's one of the beauties--it's not
only a high margin but it's also a low churn business.

Richard Jackson 
So will you need capital? You got an idea of how much yet?

Charles Ferry 
Yeah. Right now, we're not sizing out any capital right now. The Edge Data Center business, like we said, we've effectively funded
the first four. The intention is to get those first four up and prove out the economics of that. And then we'll see what that looks like
from there.
 
That business could readily be funded from asset-backed debt financing. I'm not saying it's how we'll do that, but it can be. So
there are ways to do that without diluting current shareholders. On the power side, there's a lot of different options there with the,
I'll call it, the data center nuclear arms race. There are data center developers and operators that are willing to fund a lot of that as
part of a power deal. So we'll see what that looks like and keep everybody updated.
 
 

 

 
Richard Jackson 
All right. Thank you. Keep going.

Charles Ferry 
Thanks, Richard. Thanks.

Operator 
Next question, Ed Woo with Ascendiant Capital Markets. Please go ahead.

Edward Woo 
Yeah, hi. I just had a question about your pipeline. Has there been any change in the sales cycles as you try to get these new
contracts? Is there different sales cycles with your railroad business and with the data center business? Thank you.

Charles Ferry 
Yeah. Ed, that's a great question. And yes, there is a big difference in the sales cycle timeline between the rail and the Edge Data
Center, and I'll talk to the power side of this in a moment. So again, the rail--the cycle for closing rail CapEx deals is typically, as
we've seen, taken sometimes 12 to 24 months. It can be a bit painstaking, but that really hasn't changed that much.
 
On the subscription side, we're seeing it's probably taking about four to six, maybe even eight months to close a large subscription
customer. Again, we're on the very front end of this. We've only been able to really truly offer a subscription of these portals for
about the last 60 days. So we got a lot of interested customers. And so I think we'll have to come back to you in a couple of



months to really give you an accurate metric for how long it's taking to close those customers.
 
On the Edge Data Center side, what we're seeing is that once we find a customer who, in our case, has actually been funded by
federal and state infrastructure dollars and being granted that money, we get into a conversation with them, the closure rate with
them is about 60 to 90 days. And sometimes it's even faster.
 
Now once we actually get interest from them and we start discussing the--getting into contracts, now there's a pipeline of about,
let's call it, about 90 days to actually manufacture the Edge Data Center. Month number four, you're actually installing the data
center. By month number five, you're filling it up. So we're probably talking about, from interest to Edge Data Center in the ground
and producing recurring revenue, let's call it about six months for that.
 
On the power side, I don't have any specific data points right now for putting power up against data centers. But right now, it
appears that--both Adrian and I were out on a TD Cowen investor conference where the best and brightest of that industry were
there to include data center builders and hyperscalers. There are data center locations that need power now. So now it's a matter
of how fast we can bring it to them. Again, I think on our next call, we'll be able to tell you with a little bit more clarity about what
the interest to closure cycle looks like on that.

 

 
Edward Woo 
Great. Well, thanks for giving me--answering my questions and I wish you guys good luck. Thank you.

Charles Ferry 
Thanks, Ed. Appreciate it.

Operator 
At this time, this concludes our question-and-answer session. I'd now like to turn the call back over to Mr. Ferry for his closing.

Charles Ferry 
Again, I'd like to thank the audience for joining us today. And as always, I want to double-thank all my Board members and most
especially our shareholders and our--especially, our long-term shareholders, for your support. I think our strategy is one that is
going to be very lucrative for us going forward, like Adrian said. And we look forward to keeping you updated. I'll turn the call back
over to our operator. Thank you.

Operator 
Before we conclude today's call, I would like to provide Duos' safe harbor statement that includes important cautions regarding
forward-looking statements made during this call.
This earnings call contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking terminologies such as believes, expects, may, will, should, anticipates, plans, and their opposites or similar
expressions are intended to identify forward-looking statements.
 
We caution you that these statements are not guarantees of future performance or events and are subject to a number of
uncertainties, risks and other influences, many of which are beyond our control, which may influence the accuracy of the
statements and the projections upon which the statements are based and could cause Duos Technologies Group, Inc.'s actual
results to differ materially from those anticipated by the forward-looking statements.
 
These risks and uncertainties include, but are not limited to, those described in Item 1A in Duos' annual report on Form 10-K,
which is expressly incorporated herein by reference and other factors as may periodically be described in Duos' filings with the
SEC. Thank you for joining us today for Duos Technologies Group's Second Quarter 2024 Earnings Call. You may now
disconnect.
 


