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Item 9.01

 

Item 2.02 Results of Operations and Financial Condition.

On May 13, 2021, Duos Technologies Group, Inc. (the "Company") issued a press release announcing the financial and operating results of the Company for the quarter ended
March 31, 2021. The text of the press release is furnished as Exhibit 99.1 and incorporated herein by reference.

Additionally, on May 13, 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 ended March 31, 2021.
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 May 13, 2021.
99.2  Transcript of Earnings Call with Mr. Chuck Ferry and Mr. Adrian G. Goldfarb, dated May 13, 2021.
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EXHIBIT 99.1

 
Duos Technologies Group Reports First Quarter 2021 Results

 

JACKSONVILLE, FL / ACCESSWIRE / May 13, 2021 / Duos Technologies Group, Inc. ("Duos" or the "Company") (NASDAQ:DUOT), a provider of intelligent
security analytical technology solutions, reported financial results for the first quarter ended March 31, 2021.

First Quarter 2021 and Recent Operational Highlights

· Introduced obliquevue™ and additional perspectives to the Company's current Railcar Inspection Portals (rip®) solution. The obliquevue™ is the first of a new generation of
AI-based inspection systems being developed by Duos as a part of its new "rapid development" initiative.

· Elected rail industry veteran Ed Harris to the Board of Directors, who now serves as Chairman of the Company's Nominating and Governance Committees and also as a
member of the Audit Committee.

· Continued marketing partnership with Dell Technologies, which included Duos features in a recent Dell Tech World press release (Dell Technologies Unlocks Value of Data
at the Edge) and blog post (Full Steam Ahead: Railroads with AI at the Edge).

First Quarter 2021 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 for the first quarter increased 117% to $2.15 million compared to $991,000 in the equivalent quarter in 2020. This was the aggregate of about $1.49 million for
technology systems and $664,000 in recurring services revenue. The increase in total revenue was driven by the projects portion of our business and reflects the results of our
ongoing investment in streamlining project build, delivery, and quality control processes. The increase in project revenues was also accompanied by an increase in services
revenue as a result of new maintenance contracts being established as well as renewals of existing contracts and a shift to the next generation of technology systems, which are
currently being installed.

Cost of revenues increased 66% to $2.73 million compared to $1.65 million in the same quarterly period last year. Cost of revenues on technology systems increased during the
period compared to the equivalent period in 2020 as a part of a strategic review that senior management undertook in the final months of 2020. The Company's organization and
related cost structure was realigned to give the capability to manufacture, install and support multiple production systems simultaneously. Prior to this realignment, the
Company's organization was focused on primarily research and development with implementation resources being allocated as necessary. In conjunction with this change,
increased costs are now being recognized against project and support revenues with a similar reduction in costs previously recognized for research and development, engineering
development and internal support. These changes will have a temporary impact on the gross margin, which will be offset by increases in revenue later in the year.

Gross margin totaled $(576,000), an improvement compared to $(655,000) in the same quarterly period last year. The increase in gross profit was driven by an increase in
recorded revenues. As noted above, the Company has revamped its operations to support an anticipated increase in the number of new systems being deployed going forward.
The resultant additional cost of revenues, while somewhat offset by decreases in SG&A expenses, is not yet covered by a comparable increase in revenues as of the first quarter
of 2021. The Company anticipates an improvement in the overall gross margin for the full year 2021, with much of the improvement expected in the second half of the year.

Operating expenses decreased 13% to $1.25 million from $1.43 million in the same quarterly period last year. The decrease in operating expenses was driven by a substantial
decrease in overall administration costs and was slightly offset by an increase in sales and marketing and research and development expenses.

Net loss totaled $406,023 compared to net loss of $2.15 million in the same quarterly period last year. The decrease in net loss was primarily attributable to the increase in total
revenue as well as an increase in other income during the period related to the forgiveness of the Company's CARES Act PPP loan.

Cash and cash equivalents at quarter-end totaled $7.07 million, compared to $3.97 million at December 31, 2020.

 

 
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
profitability for 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 attain profitability in the second half of the year.

Management Commentary

"After a strong finish to the year, we continued our operating momentum into the first quarter of 2021," said Duos Chief Executive Officer Chuck Ferry. "Financially, we
recorded a 117% increase in revenues, which was mostly driven by new deployments but also benefitted by an incremental increase within our services segment, the latter of
which we are working to build over time into a predictable, high-margin base. As we make investments for sustainable future growth, that transition has led to a change in how
we're allocating resources. More specifically, going forward, we plan on investing further in infrastructure and support so that we are better prepared to deliver a higher number
of systems in a shorter timeframe. While impacting our gross margins temporarily, we fully expect this approach of building more scalable production systems to be offset by
the revenue increases from new deployments we have planned in the second half of the year.

"Operationally, we've continued to actively upgrade our products, revamp testing protocols, enhance internal communications, onboard quality personnel, and improve internal
financial reporting and forecasting efforts. Our goal is to integrate these efficient processes as a core competency of our operations. To that end, earlier in the year we
implemented a ‘rapid development' initiative to be able to respond to market-driven demand more quickly. This effort has shortened delivery times on major projects, including
our recently announced obliquevueTM, where we've already implemented our solution at a Class 1 Railroad with plans for an additional six installations in the coming months.
Based on the current projects in place and the strong visibility into our pipeline of opportunities ahead, we remain confident in our ability to meet or exceed our previously
stated projections, which would have us growing north of 100% and doing so profitably."

Conference Call

The Company's management will host a conference call today, Thursday, May 13, 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, May 13, 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: 13719502

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 streamline operations, improve safety and reduce 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 news release includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange
Act of 1934, as amended, regarding, among other things our plans, strategies and prospects -- both business and financial. Although we believe that our plans, intentions and
expectations reflected in or suggested by these forward-looking statements are reasonable, we cannot assure you that we will achieve or realize these plans, intentions or
expectations. Forward-looking statements are inherently subject to risks, uncertainties and assumptions. Many of the forward-looking statements contained in this news release
may be identified by the use of forward-looking words such as "believe," "expect," "anticipate," "should," "planned," "will," "may," "intend," "estimated," and "potential,"
among others. Important factors that could cause actual results to differ materially from the forward-looking statements we make in this news release include market conditions
and those set forth in reports or documents that we file from time to time with the United States Securities and Exchange Commission. 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 such statement is based, except as required by law. All forward-looking statements attributable to Duos Technologies Group, Inc. or
a person acting on its behalf are expressly qualified in their entirety by this cautionary language.

CONTACTS

Corporate
Fei Kwong
Duos Technologies Group, Inc. (Nasdaq: DUOT)
904-652-1625
fk@duostech.com

Investor Relations
Matt Glover or Tom Colton
Gateway Investor Relations
949-574-3860
DUOT@gatewayIR.com

 

 
DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

 

  
For the Three Months Ended

March 31,  
  2021   2020  

       
REVENUES:       

Technology systems  $ 1,490,298  $ 513,674 
Services and consulting   664,456   477,271 

         
Total Revenues   2,154,754   990,945 

         
COST OF REVENUES:         

Technology systems   1,895,485   1,092,058 
Services and consulting   331,384   293,954 
Overhead   503,593   260,421 

         
Total Cost of Revenues   2,730,462   1,646,433 

         
GROSS MARGIN   (575,708)   (655,488)
         
OPERATING EXPENSES:         

Sales & marketing   311,801   139,852 
Research & development   61,033   40,639 
Administration   873,758   1,251,936 

         
Total Operating Expenses   1,246,592   1,432,427 

         
LOSS FROM OPERATIONS   (1,822,300)   (2,087,915)
         
OTHER INCOME (EXPENSES):         
Interest expense   (6,220)   (68,932)
Other income, net   1,422,497   9,798 
         

Total Other Income (Expense)   1,416,277   (59,134)
         



NET LOSS  $ (406,023)  $ (2,147,049)
         
         
Basic & Diluted Net Loss Per Share  $ (0.11)  $ (0.80)
         
         
Weighted Average Shares-Basic & Diluted   3,535,339   2,687,482 

 
 

 

 
DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Unaudited)

 
  March 31,   December 31,  
  2021   2020  
  (Unaudited)     
ASSETS       
CURRENT ASSETS:       

Cash  $ 7,071,913  $ 3,969,100 
Accounts receivable, net   1,390,152   1,244,876 
Contract assets   37,566   102,458 
Prepaid expenses and other current assets   694,702   486,626 
Total Current Assets   9,194,333   5,803,060 

         
Property and equipment, net   321,143   342,180 
Operating lease right of use asset   154,023   196,144 

         
OTHER ASSETS:         

Patents and trademarks, net   70,508   64,415 
Total Other Assets   70,508   64,415 

         
TOTAL ASSETS  $ 9,740,007  $ 6,405,799 
         
LIABILITIES AND STOCKHOLDERS’ EQUITY         
CURRENT LIABILITIES         

Accounts payable  $ 689,649  $ 599,317 
Accounts payable - related parties   7,700   7,700 
Notes payable - financing agreements   237,390   42,942 
Payroll taxes payable   3,146   3,146 
Accrued expenses   984,174   1,038,092 
Current portion - equipment financing agreements   92,224   89,620 
Current portion-operating lease obligations   158,556   202,797 
Current portion-SBA loan   —   627,465 
Contract liabilities   166,033   709,553 
Deferred revenue   1,267,921   315,370 
Total Current Liabilities   3,606,793   3,636,002 

         

Equipment financing payable, less current portion   79,128   103,184 

SBA loan, less current portion   —   782,805 
Total Liabilities   3,685,921   4,521,991 

         
STOCKHOLDERS' EQUITY:         

Preferred stock:  $0.001 par value, 10,000,000 authorized, 9,480,000 shares available to be designated         
Series A redeemable convertible preferred stock, $10 stated value per share, 500,000 shares designated; 0 issued and

outstanding at March 31, 2021 and December 31, 2020, convertible into common stock at $6.30 per share   —   — 
Series B convertible preferred stock, $1,000 stated value per share, 15,000 shares designated; 1,705 and 1,705 issued and

outstanding at March 31, 2021 and December 31, 2020, convertible into common stock at $7 per share   1,705,000   1,705,000 
Series C convertible preferred stock, $1,000 stated value per share, 5,000 shares designated; 4,500 issued and outstanding at

March 31, 2021 and 0 issued and outstanding at December 31, 2020, convertible into common stock at $5.50 per share   4,500,000   — 
Common stock:  $0.001 par value; 500,000,000 shares authorized, 3,535,339 shares issued, 3,534,015 shares outstanding at

March 31, 2021 and December 31, 2020, respectively   3,536   3,536 
  Additional paid-in capital   39,897,175   39,820,874 
  Total stock & paid-in-capital   46,105,711   41,529,410 
  Accumulated deficit   (39,894,173)   (39,488,150)
  Sub-total   6,211,538   2,041,260 
Less:  Treasury stock (1,324 shares of common stock at March 31, 2021 and December 31, 2020)   (157,452)   (157,452)

Total Stockholders' Equity   6,054,086   1,883,808 
         
Total Liabilities and Stockholders' Equity  $ 9,740,007  $ 6,405,799 
 
 

 

 
DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

 
  For the Three Months Ended  



  March 31,  
  2021   2020  
       
Cash from operating activities:       

Net loss  $ (406,023)  $ (2,147,049)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization   73,049   48,647 
Stock based compensation   76,301   8,100 
PPP loan forgiveness including accrued interest   (1,421,577)   — 
Interest expense related to debt discounts   —   48,926 
Amortization of operating lease right of use asset   42,121   55,858 
Changes in assets and liabilities:         

Accounts receivable   (197,827)   1,966,072 
Contract assets   64,892   992,220 
Prepaid expenses and other current assets   7,579   (5,062)
Accounts payable   90,332   (1,970,190)
Accounts payable-related party   —   (300)
Payroll taxes payable   —   (102,721)
Accrued expenses   (42,611)   (242,303)
Lease obligation   (44,241)   (55,965)
Contract liabilities   (490,970)   1,509 
Deferred revenue   952,551   (254,755)

         
Net cash used in operating activities   (1,296,424)   (1,657,013)
         
Cash flows from investing activities:         

Purchase of patents/trademarks   (7,435)   (7,310)
Purchase of fixed assets   (50,670)   (28,935)

         
Net cash used in investing activities   (58,105)   (36,245)
         
Cash flows from financing activities:         

Repayments of line of credit   —   (27,550)
Repayments of insurance and equipment financing   (21,206)   (23,094)
Repayment of finance lease   (21,452)   (10,702)
Proceeds from common stock issued   —   9,253,128 
Issuance cost   —   (1,001,885)
Proceeds from preferred stock issued   4,500,000   — 

         
Net cash provided by financing activities   4,457,342   8,189,897 
         
Net increase in cash   3,102,813   6,496,639 
Cash, beginning of period   3,969,100   56,249 
Cash, end of period  $ 7,071,913  $ 6,552,888 

         
Supplemental Disclosure of Cash Flow Information:         

Interest paid  $ 5,671  $ 6,643 
         
Supplemental Non-Cash Investing and Financing Activities:         

Common stock issued for accrued BOD fees  $ —  $ 7,500 
Note issued for financing of insurance premiums  $ 215,654  $ 165,375 

 
 
 
 
 



EXHIBIT 99.2

DUOS TECHNOLOGIES GROUP, INC.  FQ1 2021 EARNINGS CALL   |    MAY 13, 2021

Presentation 
 
 
Operator 
 
Good afternoon. Welcome to Duos Technologies First Quarter 2021 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 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 first quarter of 2021 as well
as other operational highlights. 
 
 
A copy of the press release is available in the Investor Relations section of our website. I encourage all of our listeners to view that release as well as our
forthcoming 10-Q filing with the SEC to better understand some of the details we'll be discussing during our call. 
 
 
And now let's get started. After a strong finish to the year, we continued our operating momentum into the first quarter of 2021. While it has only been 1.5
months since our last update call, we have continued to make encouraging progress in that time and are on track to meet the goals established in our 2021
operating plan. 
 
 
Operationally, we continue to actively upgrade our products, revamp testing protocols, enhance internal communications, onboard quality personnel and
improve internal financial reporting and forecasting results. Our goal is to integrate these efficient processes and the core competency of our operations. 
 
 
To that end, earlier in the year, we implemented a rapid deployment initiative to be able to respond to market-driven demand more quickly. This effort has
shortened the delivery times on major projects, including our recently announced obliquevue, where we've already implemented our solution at a Class 1
railroad with plans for additional installations in the coming months. 
 
 
Financially, these efforts translated into a 117% increase in revenues, which was mostly driven by new deployments but also benefited from an incremental
increase within our services segment, the latter of which we are working to build over time into a more predictable, higher margin base. 
 
 
Going forward, we will invest further in people, process and tool sets to ensure we can deliver a higher number of systems in a shorter time frame and on
budget. I look forward to providing more specific details in just a moment. 
 
 
But before I do, I'd like to turn the call over to our CFO, Adrian Goldfarb, who will walk us through the financial results for the quarter. Adrian? 
 
 



Adrian G. Goldfarb 
Chief Financial Officer 
 
Thank you, Chuck. Before I stop. Let me apologize in advance for my somewhat scratchy voice today. My comments today will be broadly focused on some
presentation changes in our income statement. These changes capture the significant strategic and operational changes that the company is undergoing both
now and going forward to support a production-focused business rather than one that is engaged in prototypes and research and development. 
 
 
Going forward, we will be presenting 2 components to revenue. Technology systems, which records revenue from turnkey engineered systems, such as our
railcar inspection portal and AI. In addition to services and consulting, which primarily records recurring revenues for maintenance and support, plus any
consulting services that are undertaken. This will allow for easier analysis of the amount of recurring revenues against onetime system deployments. 
 
 
Further, in concept with the changes outlined previously, we now record any and all cost of delivering those revenues, including all of the staffing related to
supporting those operations in production mode plus associated overhead. I will make further comments on the short-term impact of these changes later in the
call. 
 
 
I'd like to reiterate that I'm very comfortable with our financial position at this time. Duos has a strong balance sheet with no debt and sufficient working capital
and reserves to support the ongoing changes in the business and for the expected growth in the revenues anticipated for this year and into 2022. 
 
 
Turning to the numbers. Total revenue for the first quarter increased 117% to $2.15 million compared to $991,000 in the equivalent quarter in 2020. This was
the aggregate of about $1.49 million for technology systems, and $664,000, mostly recurring services revenue. The increase in total revenue was driven by the
projects portion of our business and reflects the results of our ongoing investment in streamlining project build, delivery and quality control processes. 
 
 
The increase in project revenues was also accompanied by an increase in services revenue as a result of new maintenance contracts being established as well
as renewals of existing contracts and a shift to the next-generation of technology systems, which are currently being installed. 
 
 
Cost of revenues, using the reclassification of certain costs described in my opening statement, increased 66% to $2.73 million compared to $1.65 million in the
same quarterly period last year. For clarity, cost of revenues on technology systems increased during the period compared to the equivalent period in 2020 as a
result of the strategic review that senior management undertook in the final months of 2020. 
 
 
The company's organization and related cost structure has been realigned to give the capability to manufacture, install and support multiple production systems
simultaneously. Prior to this realignment, the company's organization was focused primarily on research and development and deployment of prototype systems
with implementation resources being allocated as necessary. 
 
 
In conjunction with this change, increased costs are now being recognized against project and support revenues with a similar reduction in costs previously
recognized for research and development, engineering development and internal support. Part of the increase in costs was related to certain additional expense
related to the deployment of initial systems. Some of these changes are expected to be unique to the initial systems and, therefore, onetime in nature. It is
anticipated that they will have a temporary impact on the gross margin which will be offset by increases in revenue and lower deployment costs later in the year.
 
 
Gross margin in Q1 was a negative $576,000, albeit this was an improvement compared to a negative $635,000 for the equivalent quarter in 2020 when
compared on a like-for-like basis. The improved gross margin was mostly driven by an increase in recorded revenues, which was offset by an increase in
deployment costs, as previously discussed. 
 
 
As I mentioned, we revamped our operations to support an increase in the number of new systems being deployed going forward. The result of additional cost of
revenues was somewhat offset by decreases in SG&A expenses is not yet covered by comparable increase in revenues as of this report. We anticipate an
improvement in the overall gross margin for the full year 2021, with much of those improvements coming in the second half of the year. 



Turning to our costs. Operating expenses decreased 13% in Q1 2021 to $1.25 million from $1.43 million in the same quarterly period last year. The decrease in
operating expense was driven by a substantial decrease in overall administration costs and was slightly offset by an increase in sales and marketing and R&D
expenses. 
 
 
We recorded a net loss in Q1 of $406,000 or $0.11 per share compared to a net loss of $2.15 million or $0.80 per share in the equivalent quarter in 2020. The
decrease in net loss was primarily attributable to the increase in total revenue as well as an increase in other income during the period related to the
forgiveness of our CARES Act PPP loan. 
 
 
Now let's discuss the balance sheet. We ended the quarter with approximately $7 million in cash and cash equivalents and we also had net receivables of $1.39
million. As noted previously, toward the end of Q1, we entered into a securities purchase agreement with 2 of our larger existing shareholders who agreed to
purchase a total of 4,500 units on a newly authorized Series C convertible preferred stock. Duos received net proceeds of $4.5 million from this transaction.
During the quarter, we were also approved for forgiveness on our $1.4 million PPP loan. 
 
 
More recently, with the increase in the company's stock price, we've recorded an increase in warrant exercise. These will be recognized in our second quarter
financial reporting and have been exercised on a cashless basis, which has a positive effect on our fully diluted share count. All these actions together have
improved our balance sheet significantly and have prepared us for the expected growth in revenues this year and beyond. We remain in a solid liquidity position
with an ample amount of capital for our current growth plans. 
 
 
I'd now like to provide an update on our financial projections before turning the call back over to Chuck. For the fiscal year ending December 31, 2021, we are
reiterating our previously issued guidance. We expect total revenue to be approximately $18 million. As a reminder, our guidance is based on contracts and
backlog and expected near term pending orders that are already performing or scheduled to be executed by the fourth quarter of 2021. Although the impacts are
lessening over time, we continue to experience some friction in finalizing contracts as well as execution challenges where national builders are involved.
However, assuming we are able to achieve our top line guidance, we also expect our operations to obtain profitability in the second half of the year with an
improved cash liquidity position by year-end. Even if uncertainties continue in the macroeconomic climate, we believe that 2021 will yield a much stronger
financial performance for revenue and profitability. That concludes my financial commentary. 
 
 
I'll now pass the call back over to Chuck. 
 
 
Charles Parker Ferry 
CEO & Director 
 
Thank you, Adrian. For the remainder of my comments today, I'd like to provide an update on our strategy and the progress we're making within our 2021
operating plan. I will then provide a brief update on our outlook before turning it over for questions. 
 
 
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 those improvements. One of our major objectives is to be able to respond faster to customer requirements. This may involve making modifications to
existing deployed solutions or delivering brand-new solutions. Typically, an engineering effort might take 12 to 24 months to develop and deploy a new solution. I
want Duos to be able to do this in 60 to 90 days. This is a lot to go, but we recently did it with our new obliquevue vehicle under carriage examiner, and I've seen
it done by technical teams that supported my special operations units when I was deployed to combat. This new rigor and disciplined approach also includes
improvements made in our technical drawing packages, bill of material estimates and improved product and project plans. And also includes improvements to
accelerate our procurement of long lead parts. 
 
 
In the last quarter, we have eliminated several of our overseas vendors and brought those relationships back to the United States. Several of our parts
manufacturing vendors are actually here in North Florida where we can visit them face-to-face and connect better quality control and factory acceptance testing,
improving overall speed and quality. While I've already mentioned our new obliquevue, I'd also like to talk about the recent upgrades we made with our rail
inspection portal solution as a whole. Essentially, our base rail inspection portal currently inspects 20 to 25 inspection points with 9 cameras. 
  



In the last quarter, at the same site that we deployed our new obliquevue, we also installed additional perspectives that added 25 more cameras, where the rail
inspection portal can now inspect 70 inspection points at high-speed and with better camera resolution, which improves the artificial intelligence results. This is a
big leap of capability that we think will be highly desired by our rail customers. 
 
 
In summary, we are 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. Commercially, our pipeline that I discussed in our last earnings call continues to have excellent opportunities
with current customers, which is driving our financial guidance and a number of accretive opportunities with new customers. 
 
 
Moving on to the financials. As I previously discussed on our last few calls, we've introduced and are continuing to implement more rigor around our financial
forecasting and reporting processes. We have improved our monthly internal financial reporting at the project and program level as well as more closely tracking
our SG&A. These changes now allow for a much clearer picture at the consolidated company level. 
 
 
At our review, P&L and financial leaders identify action items to work against and hold each other accountable. This teamwork and enthusiasm for driving more
sales and cutting costs will really pay dividends as we get into the latter part of this year. 
 
 
I'd like to take now some time now to further elaborate on Adrian's earlier comments related to some new accounting presentations. First, we have moved to a
new -- to a 2-line revenue structure divided into technology systems and services and consulting. For the latter segment having a separate line item from our
traditional CapEx revenue structure will allow us to showcase revenues within our business that are 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. 
 
 
One additional note, with the consolidation of our former truevue360 subsidiary into our main business, those revenues are now being classified within
technology systems. This decision was made to reflect our increasing focus on artificial intelligence as much as it was to simplify our reporting. 
 
 
Second, as I noted in our opening remarks, we began investing further in infrastructure and support so that we are better prepared to deliver a higher number of
systems in a shorter time frame. As we transition away from our legacy model of executing prototypes with heavy R&D expenses, we are now conducting a
more proactive approach of building scalable production systems, which had a related impact to how we account for our cost of goods sold. 
 
 
Put simply, we are reorganizing the business to financially account for our plans for long-term growth and increase system deployment because we anticipate
the first material revenue to increase because we anticipate the first material revenue increase to occur within the third quarter of this year. The accounting
treatment will have the effect of artificially compressing our gross margins. At the same time, those costs are now being shifted out of our expenses so the net
effect on our profitability is essentially negligible. 
 
 
To be clear, we fully expect our revenues in the second half to offset this temporary impact and believe this decision is in the long term best interest of our
company. These adjustments also bring us in line with what is expected from an accounting standpoint when connecting government contracting work, which
we expect to win more of in the near future. 
 
 
Finally, as noted earlier, with the proceeds from our various capital markets activities over the last few months, we believe we're on strong financial footing and
have no immediate need to raise capital to fund our ongoing operations. 
 
 
Finishing with our personnel. None of the progress we are seeing could have happened without the employees here at Duos, who are the lifeblood of this
company. Beyond the significant restructuring that went on earlier this year, we have made incremental adjustments within our project management,
engineering, software and artificial intelligence teams that is now paying off in performance and customer satisfaction. 
 
 



In summary, 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.
While there is substantial effort that must still be made in coming months, continued improvements within our commercial, operational, financial and personnel-
related initiatives will allow us to produce new and better quality products, close more deals on favorable terms and form stronger customer and strategic
partner relationships within our industry. 
 
 
Based on the current products -- projects in place and a strong visibility into our pipeline, we remain confident in our ability to meet or exceed our previously
stated projections, which would have us growing north of 100% and getting our operations to breakeven for the year. I am truly appreciative of all the hard work
and dedication of our employees, collaboration from partners and customers and, of course, the support from our investors. 

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 comes from Richard Jackson with True North Financial. 
 
 
Rick Jackson 
 
Thank you for breaking up the revenues separately for recurring versus contract. That's very helpful. So if I'm doing quick math on the back of an envelope here,
you guys expect a significant ramp in revenue. Is this something that you think will go up gradually quarter-over-quarter? Or are you anticipating a jump of 75%
to 100% quarter-over-quarter? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. This is Chuck. I'll start, and then Adrian can clean up if I mess up the answer. I appreciate the question, Richard. So what we're really seeing right now is
for Q1 and Q2, those quarters are going to be, I would say, lower performing quarters, let's just put it that way. And then the orders that we're currently
negotiating now and are expecting are really going to hit and ramp-up in Q3 and Q4 to get to that $18 million top line revenue in a breakeven position. I would
love to have a growth -- 100% growth quarter-over-quarter. I don't think that, that's realistic. I think once we land fourth quarter and meet the guidance that we've
had, we are expecting a pretty decent amount of growth for 2022 based on what we're seeing right now. But I think that will be a little bit more moderate, not a
100% growth, but certainly more moderate. Adrian, do you want to add anything to that? 
 
 
Adrian G. Goldfarb 
Chief Financial Officer 
 
Yes. Let me just add a comment to that. So I haven't spoken about it in today's remarks but in previous earnings call I've spoken at length about the impact of
ASC 606, which just as a reminder, details how we record revenues over the life of a project. 
 
 
When ASC 606 was put in a couple of years ago, what has the effect of, if you imagine, the time line was bowing the revenue growth to the right-hand side of
that time line as it relates to putting the proper accounting treatment. So what that says is that if we win a significant order, for example, now, you're unlikely to
see the revenues for that occur until Q3 and maybe even in Q4 as those things are installed. So that's the effect. And that's the reason you're going to see that
ramp into Q3 and Q4. 
 
 
Charles Parker Ferry 
CEO & Director 
 
What we are seeing, Richard, though, in some of the work that we're currently negotiating is where we're negotiating work that will actually be performed and as
part of that $18 million guidance this year. But that -- those contracts are actually now already ordering things into next year. So what we are hoping to find is
we'll get all the orders in, we need to make our current top line revenue that we're guiding to, but we'll also be able to report. We've got increased backlog for
both CapEx, obviously, as well as recurring revenue for the following year. 
 
 
Rick Jackson 
 
Okay. If I could add a follow-up. 
 
 



Charles Parker Ferry 
CEO & Director 
 
Certainly, please. 
 
 
Rick Jackson 
 
The order you briefly outlined in the press release, when I look at the total addressable market you talked about in November, is this an extremely large
customer? Or is it safe to say that this type of order could be one of several that are the same size a year or 2 years out? 
 
 
Charles Parker Ferry 
CEO & Director 
 
Yes. So I think... 
 
 
Rick Jackson 
 
Is that question understandable? 
 
 
Charles Parker Ferry 
CEO & Director 
 
No, it is. I'm looking back to the press release, just to make sure I'm looking at the same thing you are. No, I think we're expecting, obviously, several more
larger orders for this year. Some of those orders involve putting in new systems. Some of those orders involve adding those modifications that I talked about to
existing systems. That's where we're going from the 20 inspection points to the 70 inspection points. And then all this new work, obviously, is then driving
services contracts that go behind it. So as Adrian mentioned, as we kind of bring in and we deploy more systems, that also has the effect of adding additional
services or recurring revenue. Hopefully, I'm answering your question, if that makes sense. 
 
 
Rick Jackson 
 
Let me ask -- I think you did. Let me ask it a little more clearly. So there's not 500 railroad systems out there. So obviously, there's multiple location opportunities
within each railroad. Is it safe to say that this order you got did not maximize the opportunity in that 1 railroad company. It's just a nice order, but there could be
many more locations to go with that client. Is that a safe assumption? 
 
 
Charles Parker Ferry 
CEO & Director 
 
That is a safe assumption. So the particular customer that took that order, yes, if we continue to do our job correctly, they will order more for that particular Class
1 railroad. We've talked before about the total addressable market across the Class 1 rail system. With approximately 140,000 miles of track, we believe,
estimate that total addressable market at approximately at least 150 of our rail inspection portals, and that doesn't certainly take into consideration the number of
short line railroad companies that are out there or the transit space. It's just the Class 1 railroads. 
 
 
Operator 
 
[Operator Instructions] Our next question comes from [ Bruce Boyd ], a private investor. 
 
 
Unknown Attendee 
 
I was curious as to the railroads that you presently have customers and the Class 1 railroads that you're potentially looking to market to. Do you have pilots
involved with those railroads? And could you kind of give us a little bit more color on how many maybe those pilots are and what you anticipate over the next
couple of years in terms of addressing those particular railroads and their opportunities for growth? 
 



Charles Parker Ferry 
CEO & Director 
 
[ Bruce ], thank you for the question. So obviously, we have 3 of the 7 existing Class 1 railroad customers, we're working with them now. I think it's fair to say
that the other Class 1 railroads as well as Amtrak have been watching with great interest. Our effort with our 3 existing customers. All of the -- all of these
customers are aware of our technology. We've actually had visits from some of them here in Jacksonville. 
 
 
So on a go-forward basis, with the help of our new Board member, Mr. Ed Harris, who has significant and deep connections into senior leadership really across
the entire rail industry. We have -- we are now embarked upon a plan and have been in contact with most, if not all, of the other Class 1 railroad operators. And
this year, again, we're working that $18 million with existing customers. Now we're also trying to develop these additional rail customers, ultimately with the goal
and the objective to become the standard, with oversight from the federal rail administration to be across all of these rail customers. We have been in recent
contact with members inside the FRA, who are interested in coming to see our technology. Again, that's forward-looking right now, but that's -- those are key
commercial activities that we're certainly pushing on currently right now as we speak. 
 
 
Operator 
 
[Operator Instructions] 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 
 
Thank you very much, operator, and thank you to everyone who joined us on today's call. Have a great day. 
 
 
Operator 
 
Before we conclude today's call, I'd 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, expect, 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 these statements are based and could cause Duos Technologies Group, Inc. 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 2021 First Quarter Conference Call. You may disconnect. 


