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Item 9.01

 

Item 2.02 Results of Operations and Financial Condition.

On March 25, 2021, Duos Technologies Group, Inc. (the "Company") issued a press release announcing the financial and operating results of the Company for the quarter and
year ended December 31, 2020. The text of the press release is furnished as Exhibit 99.1 and incorporated herein by reference.

Additionally, on March 25, 2021, 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 year ended
December 31, 2020. 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.

Cautionary Note Regarding Forward-Looking Statements

This Current Report on Form 8-K includes information that may constitute forward-looking statements. These forward-looking statements are based on the Company's current
beliefs, assumptions and expectations regarding future events, which in turn are based on information currently available to the Company. By their nature, forward-looking
statements address matters that are subject to risks and uncertainties. Forward-looking statements include, without limitation, statements relating to projected industry growth
rates, the Company's current growth rates and the Company's present and future cash flow position. A variety of factors could cause actual events and results, as well as the
Company's expectations, to differ materially from those expressed in or contemplated by the forward-looking statements. Risk factors affecting the Company are discussed in
detail in the Company's filings with the Securities and Exchange Commission. The Company undertakes no obligation to publicly update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise, except to the extent required by applicable law.

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 may also be found on our website at https://duostechnologies.com.

Financial Statements and Exhibits.

(d) Exhibits

Exhibit No.  Description of Exhibit
99.1  Press Release, dated March 25, 2021.
99.2  Transcript of Earnings Call with Mr. Chuck Ferry and Mr. Adrian G. Goldfarb, dated March 25, 2021.
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EXHIBIT 99.1
Duos Technologies Group Reports Fourth Quarter and Full Year 2020 Results

Strong Sequential Improvements Across All Business Segments Driven by Successful Implementation and Execution of Ongoing Strategic
Initiatives Introduced in Q3 2020

Company Provides Preliminary 2021 Revenue Guidance of $18.0 Million, Profitability and Positive Cash Flow
JACKSONVILLE, FL / ACCESSWIRE / March 25, 2021 / Duos Technologies Group, Inc. ("Duos" or the "Company") (NASDAQ:DUOT), a provider of intelligent
security analytical technology solutions, reported financial results for the fourth quarter and full year ended December 31, 2020.
Fourth Quarter 2020 and Recent Operational Highlights

In October, awarded a new contract from existing customer CN, which includes complete North American service, support, maintenance and spare components sourcing
for the seven (7) Railcar Inspection Portals (rip®) currently in operation at CN. The total contract will be recognized as recurring revenue through 2022.
Elected rail industry veteran Ed Harris to the Board of Directors, who will serve as the Chairman of the Company's Nominating and Governance Committees and will
also take a position as a member of the Audit Committee.
Featured in Dell Technologies' podcast Technology Powers X, entitled "The Leading Edge of Rail."
Developed and will be filing a patent for a new Oblique Vehicle Undercarriage Examiner ("Oblique VUE"). Once operational, the Oblique VUE can monitor an
additional 21 inspection points on the underside of a rail car. The Company's first installation is scheduled for late March/early April at an existing rip® location with
additional deployments expected in the coming months.

Fourth Quarter 2020 Financial Results
It should be noted that the following Financial Results represent the consolidation of the Company with its subsidiaries Duos Technologies, Inc. and truevue360™.
Total revenue decreased 34% to $3.78 million compared to $5.75 million in the same quarterly period last year. The decrease in total revenue was driven by fewer systems
deployed in the current year period. On a sequential basis, total revenues increased 195% as a result of a delay in receiving an order for a large project, which was initially
planned for execution during the third quarter of 2020 that was substantially completed in the fourth quarter. Revenues also increased as the result of certain clients allowing
Duos employees to visit facilities after their COVID restrictions were relaxed.
Gross profit decreased 48% to $1.65 million (44% of total revenue) compared to $3.15 million (55% of total revenue) in the same quarterly period last year. The decrease in
gross profit was a result of the decrease in total revenues previously noted. During the period total cost of revenues decreased by 27%, which was driven by a decrease in
technology systems expenses as a result of fewer systems deployed in the current year period. Additional costs were recognized as the result of the deployment of certain new
technologies although the additional costs are expected to be one-time in nature.
Operating expenses decreased 18% to $2.06 million from $2.52 million in the same quarterly period last year. The decrease in operating expenses was primarily driven by
lower engineering costs as well as lower AI development costs after the completion of the truevue360™ platform. The Company had reduced certain operating expenses,
primarily for personnel and travel as a result of the pandemic.
Net loss totaled $426,000, compared to net income of $592,000 in the same quarter a year-ago. The greater in net loss was primarily attributable to the decrease in revenues
previously noted.



 

Cash and cash equivalents at quarter-end totaled $4.0 million, compared to $56,000 at December 31, 2019.
Full Year 2020 Financial Results
It should be noted that the following Financial Results represent the consolidation of the Company with its subsidiaries Duos Technologies, Inc. and truevue360™.
Total revenue decreased 41% to $8.04 million from $13.64 million last year. The decrease in total revenue was driven by significant delays in expected new orders during the
year as a result of to the COVID-19 pandemic. The Company received no cancellations of current contracts or expected orders with order flow starting to recover beginning in
the fourth quarter of 2020.
Gross profit decreased 57% to $2.79 million (35% of total revenue) from $6.48 million (48% of total revenue) last year. The decrease in gross profit was mainly the result of
a slowdown in project revenues due to the delay in new orders previously noted. As a percentage, the overall gross margin also decreased as a result of higher costs related to
new products being deployed during the fourth quarter and certain fixed project costs having a greater effect on the lower revenues.
Operating expenses increased 6% to $9.42 million from $8.89 million last year. Excluding a one-time payment related to the retirement of the Company's former CEO,
expenses from continuing operations would have decreased overall by 24%. The decrease was driven by headcount reductions, lower research and AI development costs after
the completion of the truevue360™ platform, and a decrease in sales and marketing costs.
Net loss totaled $6.75 million, compared to a net loss of $2.47 million last year. The greater net loss was primarily attributable to the decrease in revenues as well as the one-time
charges related to the former CEO severance as previously noted.
Financial Outlook
For the fiscal year ending December 31, 2021, the Company expects total revenue to be approximately $18.0 million. The Company's guidance is based on contracts in backlog
and near-term pending orders that are already performing or scheduled to be executed by the fourth quarter of 2021. Management also expects its operations to achieve
breakeven or better in 2021 with an improved cash liquidity position by year end. Although uncertainties continue in the macro economic climate, management believes that
2021 will yield a much stronger financial performance for revenue and profitability.
Management Commentary
"After my first six months at Duos, I am encouraged by the great work our team has accomplished, and we are pushing forward to meet the objectives of our 2021 operating
plan," said Company Chief Executive Officer Chuck Ferry. "In a short amount of time, our business has improved in terms of operational-technical delivery, customer
satisfaction, and financial performance, all of which are core tenants of the plan we laid out following our strategic review late last year. However, these initial victories, while
noteworthy, underlie the substantial work that must still be done in the coming months. Our continued improvement within our commercial, operational, financial, and
personnel-related initiatives will allow us to produce new and better-quality products, close more deals on more favorable terms and form stronger customer and strategic
partner relationships within our industry.
"Financially, our recently completed $4.5 million capital raise, led by two existing shareholders, has us well-positioned to support the requirements for larger follow-on orders
that should come as we expand our relationships with current customers. These positive developments considered and with our current visibility into the next twelve months of
orders and deployments on the horizon, we are projecting $18 million in revenue for the year, which, under our current investment rate, would have us at a breakeven level and
also cash flow positive. With the backdrop of a tentative global economic recovery underway and a return to more normalized business conditions, we believe the next year will
see Duos return to growth as we build for scale and sustained profitability."



 

Conference Call
The Company's management will host a conference call today, Thursday, March 25, 2021 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: Thursday, March 25, 2021
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: 13717246
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 Gateway Investor Relations at (949) 574-3860.
The conference call will be broadcasted 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 subsidiary, Duos Technologies, Inc., designs, develops, deploys
and operates intelligent technology solutions supporting rail, logistics, intermodal and Government customers that streamlines operations, improves safety and reduces costs.
The Company provides cutting edge solutions that automate the mechanical and security inspection of fast moving trains, trucks and automobiles through a broad range of
proprietary hardware, software, information technology and artificial intelligence. For more information, visit www.duostech.com.
Forward-Looking Statements
This press release contains "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking terminology such as
"believes," "expects," "may," "will," "should," "anticipates," "plans," or similar expressions or the negative of these terms and similar expressions are intended to identify
forward-looking statements. Such statements are subject to certain risks and uncertainties, which 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.
Corporate Contact:
Fei Kwong
Duos Technologies Group, Inc. (NASDAQ:DUOT)
904-652-1625
fk@duostech.com
Investor Relations Contact:
Matt Glover or Tom Colton
Gateway Investor Relations
949-574-3860
DUOT@gatewayIR.com



 

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

  For the Years Ended  
  December 31,  
  2020   2019  
       
REVENUES:       

Technology systems  $ 4,956,130  $ 11,963,438  
Technical support   1,801,043   1,377,459 
Consulting services   273,604   300,418 
AI technologies   1,008,671   — 
         
Total Revenues   8,039,448   13,641,315  

         
COST OF REVENUES:         

Technology systems   3,665,493   6,510,658 
Technical support   1,109,741   528,966 
Consulting services   117,004   120,253 
AI technologies   360,817   — 
         
Total Cost of Revenues   5,253,055   7,159,877 

         
GROSS PROFIT   2,786,393   6,481,438 
         
OPERATING EXPENSES:         

Sales & marketing   717,809   950,962 
Engineering   1,358,925   1,254,235 
Research and development   1,022,188   1,479,334 
Administration   5,011,913   3,987,941 
AI technologies   1,309,986   1,215,488 
         
Total Operating Expenses   9,420,821   8,887,960 

         
LOSS FROM OPERATIONS   (6,634,428)   (2,406,522)
         
OTHER INCOME (EXPENSES):         

Interest Expense   (150,137)   (69,322)
Other income, net   37,130   4,962 
         
Total Other Income (Expense)   (113,007)   (64,360)

         
NET LOSS  $ (6,747,435)  $ (2,470,882)
         
Basic & Diluted Net Loss Per Share  $ (2.03)  $ (1.39)
         
Weighted Average Shares-Basic & Diluted   3,320,193   1,781,704 



 

DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

  December 31,   December 31,  
  2020   2019  

ASSETS         
CURRENT ASSETS:         

Cash  $ 3,969,100  $ 56,249  
Accounts receivable, net   1,244,876   2,611,608 
Contract assets   102,458   1,375,920 
Prepaid expenses and other current assets   486,626   716,598 
         
Total Current Assets   5,803,060   4,760,375 
         
Property and equipment, net   342,180   260,181 
Operating lease right of use asset   196,144   430,146 

         
OTHER ASSETS:         

Software Development Costs, net   —   20,000  
Patents and trademarks, net   64,415    61,598  
Total Other Assets   64,415    81,598  

         
TOTAL ASSETS  $ 6,405,798  $ 5,532,300 
         

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)         
         
CURRENT LIABILITIES:         

Accounts payable  $ 599,317  $ 2,641,437 
Accounts payable - related parties   7,700   12,791  
Notes payable - financing agreements   42,942    42,299  
Notes payable - related parties, net of discounts   —   905,373 
Line of credit   —   27,615  
Payroll taxes payable   3,146   115,111 
Accrued expenses   1,038,092   393,272 
Current portion - financing lease agreements   89,620    45,072  
Current portion-operating lease obligations   202,797   239,688 
Current portion-SBA loan   627,465   — 
Contract liabilities   709,553   8,661 
Deferred revenue   315,370   936,428 
         
Total Current Liabilities   3,636,002   5,367,747 
         

Finance lease payable
  103,184   89,026  

Operating lease obligations   —   202,797 
SBA loan   782,805   — 

         
Total Liabilities   4,521,990   5,659,570 

         
Commitments and Contingencies (Note 6)         
         
STOCKHOLDERS' EQUITY (DEFICIT):         

Preferred stock: $0.001 par value, 10,000,000 authorized, 9,485,000 shares available to be designated         
Series A redeemable convertible cumulative preferred stock, $10 stated value per share, 500,000 shares designated; 0 issued and

outstanding at December 31, 2020 and December 31, 2019, convertible into common stock at $6.30 per share   —   — 
Series B convertible cumulative preferred stock, $1,000 stated value per share, 15,000 shares designated; 1,705 and 1,705 issued and

outstanding at December 31, 2020 and December 31, 2019, convertible into common stock at $7 per share   1,705,000   1,705,000 
Common stock: $0.001 par value; 500,000,000 shares authorized, 3,535,339 and 1,982,039 shares issued, 3,534,015 and 1,980,715 shares

outstanding at December 31, 2020 and December 31, 2019, respectively   3,536   1,982 
Additional paid-in capital   39,820,874    31,063,915  
Total stock & paid-in-capital   41,529,410    32,770,897  
Accumulated deficit   (39,488,150)   (32,740,715)
Sub-total   2,041,260   30,182  
Less: Treasury stock (1,324 shares of common stock at December 31, 2020 and December 31, 2019)   (157,452)   (157,452)

         
Total Stockholders' Equity (Deficit)   1,883,808   (127,270)
         



Total Liabilities and Stockholders' Equity (Deficit)  $ 6,405,799  $ 5,532,300 



 

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

  For the Years Ended  
  December 31,  
  2020   2019  
       
Cash from operating activities:       

Net loss  $ (6,747,435)  $ (2,470,882)
Adjustments to reconcile net loss to net cash used in operating activities:         
Bad debt expense   —   220,405 
Depreciation and amortization   222,514   184,620 
Stock based compensation   351,970   44,874 
Modification of employee stock options   102,800   — 
Interest expense related to debt discounts   94,627   64,652 
Amortization of operating lease right of use asset   202,797   214,100 
Changes in assets and liabilities:         
Accounts receivable   1,366,732   (1,293,219)
Contract assets   1,273,462   (167,316)
Prepaid expenses and other current assets   491,598   (174,202)
Accounts payable   (2,042,118)   1,224,720 
Related payable-related party   (5,091)   (682)
Payroll taxes payable   (111,965)   (202,462)
Accrued expenses   697,320   203,861 
Operating lease obligation   (208,484)   (201,761)
Contract liabilities   700,892   (2,240,168)
Deferred revenue   (621,058)   573,900 

         
Net cash used in operating activities   (4,231,439)   (4,019,560)
         

Cash flows from investing activities:         
Purchase of patents/trademarks   (8,185)   (13,095)
Purchase of fixed assets   (279,146)   (206,480)

         
Net cash used in investing activities   (287,331)   (219,575)
         
Cash flows from financing activities:         

Repurchase of common stock   —    (7,993)
Repayments of line of credit   (27,615)   (3,586)
Repayments of related party notes   —   (80,000)
Stock Issuance costs   (1,001,885)   (20,000)
Repayments of notes payable   (1,000,000)   (262,500)
Repayments of insurance and equipment financing   (260,983)   (266,132)
Repayment of finance lease   (62,931)   (24,652)
Proceeds from SBA loan   1,410,270   — 
Proceeds from notes payable-related parties   —   1,080,000 
Proceeds from notes payable   —   250,000 
Proceeds from equipment leasing   121,637   102,928 
Proceeds from common stock issued   9,253,128   — 
Proceeds from warrants exercised   —   2,318,018 

         
Net cash provided by financing activities   8,431,621   3,086,083 
         
Net increase (decrease) in cash   3,912,851   (1,153,052)
Cash, beginning of period   56,249   1,209,301 
Cash, end of period   3,969,100   56,249 
         
Supplemental Disclosure of Cash Flow Information:         

Interest paid  $ 33,698  $ 6,320 
         
Supplemental Non-Cash Investing and Financing Activities:         

Common stock issued for accrued BOD fees  $ 52,500  $ 32,917 
Lease right of use asset and liability  $ 644,245  $ 644,245 
Note issued for financing of insurance premiums  $ 233,350  $ 260,103 
Debt discount on Notes issued  $ —  $ 12,500 
Note issued for equipment financing lease  $ —  $ 55,822 
Relative fair value of warrant recorded as debt discount  $ —  $ 146,779 



  

EXHIBIT 99.2

DUOS TECHNOLOGIES GROUP, INC.  FQ4 2020 EARNINGS CALL   |    MAR 25, 2021

Presentation 
 
 
Operator 
 
Good afternoon. Welcome to Duos Technologies' Fourth Quarter and Full Year 2020 Earnings Conference Call. Joining us for today's call are Duo's CEO,
Chuck Ferry; and CFO, Adrian Goldfarb. [Operator Instructions] 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 proceed. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Welcome, everyone, and thank you for joining us. Earlier today, we issued a press release announcing our financial results for the fourth quarter and full year
2020 as well as other operational highlights. A copy of the press release is available in the Investor Relations sections of our website. I encourage all listeners to
view that release as well as our forthcoming 10-K filing with the SEC to better understand some of the details we'll be discussing during our call. 
 
 
Now let's get started. As of today, I've officially been operating as CEO of Duos Technologies for just a little over 6 months. In this short period of time, I'm
encouraged by the great work our team has accomplished, and we are pushing forward to meet the objectives of our 2021 operating plan, which I will discuss
later today. 
 
 
Financially, we exceeded our most recent fourth quarter and 2020 guidance in conjunction with making a number of improvements across the business that we
had discussed in our third quarter earnings call. I'm pleased to report that good initial improvements have been made to improve our operational and technical
delivery, internal communication processes, product development, cost structures and reporting and responsiveness to our customers, which has directly
caused improved customer satisfaction, financial performance and employee morale. With that said, we still have a lot of work to do this year to ensure we meet
our 2021 operating plan. 
 
 
We have a lot of updates to cover today. So before I get any further, I'd like to turn the call over to our CFO, Adrian Goldfarb, who will walk us through the
financial results for the quarter and the year. Adrian? 
 
 
Adrian G. Goldfarb 
Chief Financial Officer 
 
Thank you, Chuck. Before I discuss the detailed financials, I would like to state that I'm very comfortable with Duos' financial position at this time. The company
now has a strong balance sheet with no debt and sufficient working capital and reserves with expected growth in the business this year. 
 
 
Turning to the numbers. Total revenue for the fourth quarter decreased 34% to $3.78 million compared to $5.75 million in the equivalent quarter in 2020. The
decrease in total revenue was driven by fewer systems deployed in the current year period. On a sequential basis, total revenues increased 195% as a result of
a delay in receiving an order for a large project, which was initially planned for execution during the third quarter of 2020, and it was substantially completed in
the fourth quarter. 
 
 
Revenues also increased as a result of certain clients allowing U.S. employees to visit facilities after their COVID restrictions were relaxed, which helped sales
efforts. Total revenue for the full year 2020 decreased 41% to $8.04 million from $13.64 million last year. The decrease in total revenue was driven by significant
delays in expected new orders during the year as a result of the COVID-19 pandemic. The company received no cancellations of current contracts or expected
orders, with order flow starting to recover beginning in the fourth quarter of 2020.



  

Gross profit in Q4 was $1.65 million or 44% of total revenue, which was a decrease of 48% from $3.15 million or 55% of total revenue for the equivalent quarter
in 2019. The decrease in gross profit was the result of the decrease in total revenues previously noted. 
 
 
During the period, total cost of revenues decreased by 27%, which was driven by a decrease in technology systems expenses as a result of fewer systems
deployed in the current year period. Furthermore, some additional costs were recognized as a result of the deployment of certain new technologies, although
the additional costs are expected to be onetime in nature. 
 
 
Gross profit for the full year 2020 decreased 57% to $2.79 million or 35% of total revenue from $6.48 million or 48% of total revenue last year. The decrease in
gross profit was mainly the result of a slowdown in project revenues due to the delay in new orders previously noted. As a percentage, the overall gross margin
also decreased as a result of some higher costs related to new products being deployed during the year and certain fixed project costs having a greater effect
on the lower revenues. 
 
 
Turning to our costs. Operating expenses decreased 18% in Q4 2020 to $2.06 million from $2.52 million in the same quarterly period last year. The decrease in
operating expenses was primarily driven by lower engineering costs as well as lower overall software development costs after the completion of the truevue360
platform. The company had previously reduced certain operating expenses, primarily for personnel and travel as a result of the pandemic. 
 
 
Operating expenses for the full year 2020 increased 6% to $9.42 million from $8.89 million last year. Excluding a onetime payment related to the retirement of
the company's former CEO, expenses from continuing operations would have decreased overall by 24%. The decrease was driven by head count reductions,
lower research and development and software costs after the completion of the truevue360 platform as well as a decrease in sales and marketing costs. 
 
 
We recorded a net loss in Q4 of $426,000 or $0.12 loss per share compared to a net income of $592,000 or $0.33 per share in the equivalent quarter in 2019.
The net loss was primarily attributable to the decrease in revenues previously noted. Net loss for the full year 2020 totaled $6.75 million or $2.03 loss per share
compared to a net loss of $2.47 million or $1.39 loss per share a year ago. The greater net loss was primarily attributable to the decrease in revenues as well as
the onetime charges related to the former CEO severance as previously noted. 
 
 
Let's now discuss the balance sheet. We ended the quarter with approximately $4 million in cash and cash equivalents, and we also had net receivables of
$1.19 million. For the full year period, we used $4.23 million of cash in operations compared to $4.02 million in the same year ago period. The increase in net
cash used in operations for the full year 2020 was the result of higher expenditures related to current and future project execution in anticipation of new projects.
 
 
Towards the end of last month, we entered into a securities purchase agreement with 2 of our larger existing shareholders who agreed to purchase a total of
4,500 shares of newly authorized Series C convertible preferred stock. Duos received net proceeds of $4.5 million from this transaction. Along with our recently
approved $1.4 million PPP loan forgiveness, these actions have improved our balance sheet significantly and have prepared us for the expected growth in
revenues this year and beyond. 
 
 
I'd now like to provide an update on our financial projections. For the fiscal year ending December 31, 2021, we expect total revenue to be approximately $18
million. As a reminder, our guidance is based on contracts in backlog and near-term pending orders that are already performing or scheduled to be executed by
the fourth quarter of 2021. Assuming we are able to achieve our top line guidance, we also expect our operations to achieve breakeven or profitability in 2021
with an improved cash liquidity position by year-end. Although uncertainties continue in the macroeconomic climate, we believe that 2021 will yield a much
stronger financial performance for revenue and profitability. 
 
 
Finally, I'd like to mention a few housekeeping items related to the presentation of our financials. Beginning in Q1, we will be consolidating and reclassifying our
revenue segments to simplify our reporting structure in line with some of the restructuring actions that we've taken recently. More specifically, we'll be moving to
a 2 line revenue structure divided into technology systems and licensing and services and consulting, with related subsegments broken out in these 2 areas.
Having a simplifying item from our traditional CapEx revenue structure will also allow us to showcase revenues within our business that are essentially recurring
in nature.   



  

We plan to grow revenue steadily within this segment over time as they provide a higher margin, more predictable opportunity for our business. Additionally,
with the consolidation of our former truevue360 subsidiary into our main business, those revenues will now be classified within technology systems and
licensing. We will provide additional disclosures around these changes when we report our financial results for the first quarter of 2021. 
 
 
This completes my financial commentary. I'll now turn the call back over to Chuck to provide a further update on the business. Chuck? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Thank you, Adrian. For the remainder of my remarks today, I'd like to provide an update on our strategy and 2021 operating plan, which is focused on
implementing a number of improvements across the business. Then I'll provide a brief update on our outlook before turning it over to questions. 
 
 
Beginning first with our strategy and operating plan. As a reminder, in September 2020 after joining Duos, we conducted a company-wide assessment to
identify things we were doing well and areas in need of improvement in the following areas of operations, commercial, finance and personnel. I'm going to
discuss each area in that order beginning with our operations. 
 
 
At Duos, we are aiming for operational excellence in all that we do. To date, we have made encouraging progress across all divisions and are continuing to
make improvements. Our newly appointed Chief Operating Officer, Ben Eiser, heads up our operations and has made a very positive impact on the business
since joining Duos last November. Our current customers have also noticed and have provided positive feedback on our improved performance and customer
service. 
 
 
This is now triggering new orders and other opportunities for our business development pipeline, many of which we look forward to announcing in the coming
months. These positive developments considered, we must recognize a substantial work must still be done this year and possibly even later on to ensure the
business can reliably deliver our technology and become profitable. 
 
 
In just the last 45 days, we've made incremental back end investments in several engineering tools to include 3D Solidworks, along with electrical and optical
test equipment, which have helped us more effectively design, develop, test and deliver a new vehicle undercarriage examiner we call Oblique VUE, which has
been under development for some months. Our first Oblique VUE is being installed right now at one of our existing railcar inspection ports. 
 
 
Once operational, it can inspect an additional 21 inspection points on the underside of a railcar at high speed to include the [ F-pin ], which is a critical but
particularly difficult to see inspection point. We expect to deploy this new device across our other rail inspection portals in the future, and it can also be used
separately from the portal as well. 
 
 
Finally, we will be filing a patent for this Oblique VUE. As part of the overall engineering development cycle, we've implemented a more rigorous modeling and
testing protocol. Using the Oblique VUE as an example, we conducted 9 rounds of modeling and testing, which also include live track testing at one of our
nearby railcar inspection portal sites. Now instead of taking 6 to 8 weeks to make the installation and then possibly having to go back and fix problems,
installations will take no more than 48 hours with unit acceptance test finished in a few days. This makes our customers happier, saves installation costs for
our... 
 
 
Another area of operations we've been focused on has been to improve the collaboration between our program management team and service operations
center. When I spoke on our last call, the average number of open tickets on our service desk was roughly 150. Today, we're at 15 or less, which is a 90%
improvement. As a general rule, the number of tickets a service desk is taking indicates how well a business is serving its customers. We view this as a dual
benefit from getting deployments done right and just as much as being better about responsiveness. 
 
 



  

I want to make clear that we've not had more people to address the issue. Instead, we've changed the leadership approach and streamlined processes between
the service desk who handles inbound calls and the back end technical team. To summarize our operations update, we're continuing to improve operational and
technical execution and customer satisfaction, which means delivering projects on time, on budget and with improved technical and service reliability. 
 
 
Moving to our commercial update. The commercial team led by our Chief Commercial Officer Scott Carns is functionally organized in sales, marketing,
proposals and contracts. This small but critically important team is working on several initiatives to ensure we achieve our strategy and our 2021 operating plan. 
 
 
First, the collaboration between the commercial team and our operational and technical teams has improved. In our business, it is critical that our technical team
and project managers are involved in developing the solutions within our proposals to include detailed technical concepts, detailed project time lines and
accurate basis of estimates and pricing. 
 
 
Second, the commercial team is working with new and existing customers to show how our improved customer service and reliable technology is valuable and
thus justifies asking for modest increases in our pricing. In the past few months, we've had positive reception on this initiative. Something we've determined in
these past 6 months is that we have historically underestimated the level of effort and cost it takes to properly maintain the hardware and software that we have
deployed out in the field. For the hardware service and maintenance, we're changing our approach to service. 
 
 
Instead of reacting when something needs fixing, we are implementing a proactive program, which will employ preventative maintenance checks and services,
which makes our solution more reliable and allows us to justify modest price increases. 
 
 
Third, we are improving our proposals so they're easier to read and more compelling. This point is pretty self-explanatory. Fourth, we are improving our contracts
and subcontracts with more accurate statements of work and improved terms and conditions that better addresses risk management and liability items. 
 
 
An update on strategic partnerships. At this point, I believe our most important strategic partnerships are with our current rail operators. In our discussions, we
have been told by our rail customers they consider us important teammates as they are placing greater emphasis on investment in the adoption of automated
inspections and prepared to approach regulators about adopting this approach. One of our most recent Board elected Ed Harris, with his C-suite rail experience
has been very helpful to me and our team in better understanding the strategic goals of our rail customers, and we are very determined to improve our efforts to
support them. 
 
 
Looking ahead, we have a number of promising opportunities either in negotiation or in our near-term pipeline, which I'm confident will translate to customer
wins in the coming weeks and months to meet and ideally exceed the guidance we have issued. We look forward to sharing those details when the agreements
are finalized. 
 
 
Finally, on the commercial side, per the 8-K filed earlier today, we received a notice of award for Amtrak to provide 2 railcar inspection portals and 2 thermal
vehicle undercarriage examiners. The work is expected to begin on April 1 of this year, and we anticipate receiving a notice to proceed with authorization of
funding, which will allow us to initiate the procurement of long lead items while we complete the contract negotiations. 
 
 
This new opportunity is accretive to the guidance of $18 million that Adrian gave earlier. Once we enter the contract phase of the engagement, we'll conduct a
reforecast, issue updated financial guidance and provide more details. Of note, this particular opportunity required putting a bond program in place, which we
successfully completed several weeks ago. 
 
 
On the financial side, as I made mention on our last call, we've introduced more rigorous -- more rigor around financial reporting, which includes a weekly
accounts receivable, accounts payable and cash flow forecast. We've also improved our monthly financial management reports, including more accurate project
level budgets, G&A review and consolidated financials for the company. We've also now established a more active review process of the financials for the entire
leadership team.



  

My approach is that having P&L leaders more involved in reviewing the financials with our financial counterparts, they can better identify the financial and
operational levers that will enable them to better control costs and gain efficiencies with the goal of improving performance, while at the same time reducing
costs and improving both margins and cash position. 
 
 
Our goal is to become a more consistent and predictable and profitable company. Starting in Q1 2021, the former truevue360 subsidiary is consolidated into our
mainstream operations. This decision was made to reflect our increasing focus on artificial intelligence as much as it was to simplify reporting. 
 
 
Looking to our balance sheet. Our recently completed $4.5 million capital raise in late February led to 2 existing shareholders -- led by 2 existing shareholders
has us well-positioned to support potential working capital requirements for larger opportunities that we are currently pursuing. With our current visibility into the
next 12 months of orders and deployments on the horizon, we are projecting $18 million in revenue for the year, which would have us at a breakeven level and
also cash flow-positive. 
 
 
With that said, I want to stress, this is a very conservative view. As the year progresses and we determine the positive impact of the Amtrak opportunity, we'll
update our guidance and provide more details for everyone. As it relates to personnel, we have a very talented workforce, and I believe we're only scratching
the surface of that potential. That said, over the last 6 months, we've undergone some significant restructuring. We've replaced 10 people and added an
additional 9, mostly within the operational and technical teams with minimal incremental costs through operating efficiencies and certain expense reductions. 
 
 
In the business of roughly 55 employees, including 19 new people in highly technical positions with almost no incremental cost, this is a serious undertaking.
While we will continue to add for growth in all areas, we are pleased with the caliber of talent within our ranks and believe we have people who are capable of
executing our goals for operational and technical excellence. 
 
 
I'll now move to more specific hires and updates. First, we hired Andrew Murphy as Vice President of Commercial Operations. Andrew is a senior finance
professional that has previously worked for me while at APR Energy. I've seen firsthand his abilities when it comes to contract proposals, pricing project, basis of
estimates and forecasting. Andrew has been heavily engaged with our commercial team on communicating from a financial perspective how and why our
contract pricing in terms of being updated and improved, which has been met favorably by our customers. He was also the lead for securing our bonding
program, which was a prerequisite for the Amtrak award. 
 
 
Secondly, we hired Jeff Necciai, the former CTO of NASCENT, to lead our overall software efforts. Jeff, along with the service desk and project management
team have been working on several initiatives to improve our automated logistics information system business, that will be implemented later this year. Our
current CTO, David Ponevac, will now be focused strictly on our artificial intelligence business. In the coming months, we'll be adding resources to increase the
quality and capacity inside both software and artificial intelligence teams. 
 
 
Finally, we recently brought on an experienced railroad mechanical car inspector and safety manager and have plans to add additional subject matter expertise
to better assist our technical teams as they deliver into our rail customers. I hope it is evident that we are implementing improvements as quickly as possible to
improve our operational and technical delivery, customer satisfaction and financial performance. However, there's still a lot of work to be done this year to get
the business where we would really like to see it. These continued improvements will allow us to produce new and better quality products, close more deals on
more favorable terms and form stronger customer and strategic partner relationships within our industry. 
 
 
With the backdrop of the tentative global economic recovery underway and return to more normalized business conditions, we believe 2021 will see Duos return
to growth as we build for scale and sustain profitability. 
 
 
Lastly, I am personally very happy and very honored to be leading the Duos team. While always challenging to turn the business around, I am doing what I love
to do and the team around me is outstanding. I am very optimistic for the future of our company, and I appreciate the support from our Board and our
shareholders. 

And with that, we're ready to open the call for your questions. Operator, please provide the appropriate instructions. 



  

 
 

Question and Answer  
 
 
Operator 
 
[Operator Instructions] Our first question is from [ Jim Barrett ] with Barrett Asset Management. 
 
 
Unknown Analyst 
 
Chuck, can you discuss to the extent that you can the pending merger of -- or the pending acquisition of Kansas City Southern by Canadian Pacific? And can
you discuss more broadly how any future consolidation in the rail industry, the pros and cons of that as it applies to Duos? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. No, that's a good question. And certainly, that's been a big topic in the news certainly in the rail industry. Ed Harris and I have been discussing it as well.
So first off, we obviously -- one of our key customers is Kansas City Southern. And we've previously made efforts years ago to do business with Canadian
Pacific. But to this point, hadn't really, really had a lot of success. Both Ed and I feel that that merger between CP and KCS actually would be helpful for us in
terms of -- because it would basically introduce us by virtue of that merger into Canadian Pacific. 
 
 
Canadian Pacific is interesting because they have rail lines that extend obviously all the way from Canada through the United States all the way down into
Mexico. We currently operate 2 of our railcar inspection portals down in Mexico, one for Ferromex and one for Kansas City Southern. So we think it will be a
positive move for us. That said, I think some of the challenges are, as Ed was explaining to me, is that there is a pretty significant regulatory hurdle for CP and
KCS to jump over. They'll have to get regulatory approval from really 3 governments, both the United States, Canada and Mexico. And so it's going to be -- it's
going to take some time for that process to occur. 
 
 
So in the meantime, we're going to stay focused on our current customers right now, and we'll see how this works out. Hopefully, I answered your question. 
 
 
Unknown Analyst 
 
That's really helpful. And good luck. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Thank you, sir. 
 
 
Operator 
 
Our next question is from [ William Gladner ], a private investor. 
 
 
Unknown Attendee 
 
My name is Bill Gladner. I'm a shareholder. Two-part question. One is, how do you perceive the current administration's position on the XL pipeline and then
more oil to be moved via railway to affect coming business in the foreseeable future? And second part of the question is I don't -- I haven't -- I don't know, but
you currently have interest in pursuing business in Europe as well as Asian countries internationally? 
 
 



  

Charles Parker Ferry 
CEO & Director 
 
Yes. So that's 2 good questions. I'll take the first one on the pipeline. That was -- at least recently that's given us top work notice. I think that that pipeline was
really not active yet. So I think from my perspective, the rail operators were already -- the rail operators have not been impacted by that pipeline. So that's
carrying the same amount of stuff that they've been carrying really throughout. 
 
 
I do think that from an administration standpoint, what we're getting from our sources are that this new administration obviously like many before them is trying to
hit infrastructure pretty hard. We know that the rail industry is part of that, particularly the transit rail. And so we also know that this administration, much like the
Obama administration was more interested in using technology to protect our borders versus putting in physical -- a physical wall like the previous
administration. 
 
 
So we actually see the new administration here probably being a positive -- being positive towards kind of what we provide in terms of technology and how we
provide it into the rail operators. The second question around Europe, yes, we would absolutely be interested in eventually expanding our offerings into Europe.
We do have contacts in Europe. Years ago, this company did have some operations in Europe. Again, Mr. Harris has strong ties into places like Australia as
well as Europe. And we plan to be having those kind of discussions here with our Board here over the coming years, we're making our improvements. Hopefully,
I answered your question, sir. 
 
 
Unknown Attendee 
 
Yes. And best of luck in the coming year and stay safe. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Thank you. 
 
 
Operator 
 
[Operator Instructions] Our next question comes from [ Richard Jackson ], a private investor. 
 
 
Unknown Attendee 
 
Two questions, if I may. One, since you guys are now booking revenues I understand as an application software instead of a contract sale, how much of the
revenue dip would you say year-over-year was due to the accounting change? And then secondly, congrats on Amtrak. Are things still moving in the right
direction with the MTA in New York and the Boston and Washington commuter rails? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. So I'll let Adrian handle the first question, and I'll take the second. 
 
 
Adrian G. Goldfarb 
Chief Financial Officer 
 
Yes. Hi, Richard. On the perceived revenue change, the -- for 2020, to be clear, the revenue dip was primarily due to delays in receiving contracts and
execution. Although our model is going to change over time, it become a more OpEx type model with recurring revenues. Most of that really hasn't happened
yet. You will see an increase in recurring revenues as we go forward as a result of parts of the contract being related to maintenance, which is traditional and
then also to do with some of our licensing that's going forward. 
 
 



  

So the actual dip is not related to that. As we move forward, we obviously have to balance the requirements for holding assets on our balance sheet in terms of
operating an OpEx model. And a lot of that analysis is being looked at today. But currently, and the predictions for -- certainly for 2021 is our revenues will be
kind of in the same line that we've had before, although you will see the recurring revenue increase slowly over time. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. I'll take the second part of the question. And -- but add -- kind of add -- so the business I ran called APR Energy for a number of years, that business, we
were a little over $300 million. That business was purely in an OpEx model. So at least my experience is -- I got a lot of experience around the OpEx model kind
of things. And I think what we're going to see is, as we up our game inside the services side of the business, which is recurring revenue as well as we're looking
at a little harder at our hardware and software maintenance side of things, you're going to see increases in that recurring revenue side of the business for sure. 
 
 
In terms of the transit rail as you mention, we're actually finishing up a job right now with Chicago Metra. That's ongoing right now and we expect to be complete
shortly. We do have several other opportunities with some of the transit rail lines, obviously we've talked about Amtrak. But that's definitely a smaller component
of our business development pipeline. And I would anticipate as the year progresses, we'll probably see more activity from transit rail as well as other commuter
systems based on the work that we expect to be doing for Amtrak. 
 
 
Unknown Attendee 
 
So if I could follow up, you gave a total addressable market on your last conference call, which was very helpful. How much do you think of that is going to be
cargo? And how much of that's going to be commuter rail? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. Look, I think at least for the next year outlook, I think I'll just -- I'll take it for the next year right now because it could certainly change. But right now, I think
the freight rail for us is still going to be the primary component of our revenue, I'll say at least 65% to 70%, Adrian -- 
 
 
Adrian G. Goldfarb 
Chief Financial Officer 
 
Yes. Yes. 
 
 
Charles Parker Ferry 
CEO & Director 
 
-- with maybe 30% of it may be coming in from the likes of Amtrak. But as the details firm up with Amtrak, it's a fairly -- it's a pretty significant contract size for us.
We'll release those details and follow up with everybody. You'll be able to read about 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 remarks. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Well, I want to thank everybody for joining us today. We're very excited about our business. And I'd like to thank -- thank you very much for attending. Thank
you, operator, and thank you all for joining us on today's call. 
  



  

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 concludes 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, but 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' 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 2020 Fourth Quarter and Full Year Earnings Conference Call. You may now disconnect. 


