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Item 2.02 Results of Operations and Financial Condition.
 
On March 30, 2023, Duos Technologies Group, Inc. (the "Company") issued a press release announcing the financial and operating results of the Company for the fourth
quarter (“Q4 2022”) and full year ended December 31, 2022. The text of the press release is furnished as Exhibit 99.1 and incorporated herein by reference.
 
Additionally, on March 30, 2023, the Company held an earnings phone call open to the public (the "Earnings Call"). Mr. Chuck Ferry, the Company's Chief Executive Officer,
and Mr. Andrew W. Murphy, the Company’s Chief Financial Officer, discussed the financial and operating results of the Company for Q4 2022 and the full year ended
December 31, 2022. The transcript of the Earnings Call is furnished as Exhibit 99.2 and incorporated herein by reference.
 
Item 7.01 Regulation FD Disclosure.
 
The information set forth in Item 2.02 of this Current Report on Form 8-K is incorporated by reference into this Item 7.01.
 
The information in Item 2.02 and Item 7.01 of this Current Report on Form 8-K, including Exhibits 99.1 and 99.2, is being furnished and shall not be deemed "filed" for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933, as amended, except as expressly set forth by specific reference in such filing.
 
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 press release and transcript of the Earnings Call may also be found on our website at https://www.duostechnologies.com/.
 
Item 9.01 Financial Statements and Exhibits.
 
(d) Exhibits
 
Exhibit No.  Description of Exhibit
99.1  Press Release, dated March 30, 2023.
99.2  Transcript of Earnings Call with Mr. Chuck Ferry and Mr. Andrew W. Murphy, dated March 30, 2023.
104  Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
 

 

 
 

SIGNATURES
 

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

 
 DUOS TECHNOLOGIES GROUP, INC.
   
   
Dated: March 31, 2023 By:  /s/ Andrew W. Murphy
  Andrew W. Murphy

Chief Financial Officer  
 
 
 
 
 



 
 

EXHIBIT 99.1

 

duostech FOR IMMEDIATE RELEASE

 
 

Duos Technologies Group Reports Fourth Quarter and Full Year 2022 Results
 

Record Year Performance Driven by 82% Revenue Increase to $15.01 Million
 

Reaffirmed 2023 Revenue Outlook of Between $20.0 Million and $21.0 Million, Representing an Increase of 33% to 40% Over 2022
 

Subscription Business Expansion Remains On Track, Initial Site Installations Scheduled for Later This Year
 

JACKSONVILLE, FL / Globe Newswire / March 30, 2023 - Duos Technologies Group, Inc. (“Duos” or the “Company”) (Nasdaq: DUOT), a provider of
machine vision and ar ficial intelligence that analyzes fast moving vehicles, reported financial results for the fourth quarter (“Q4 2022”) and full year
ended December 31, 2022.

 
Fourth Quarter 2022 and Recent Operational Highlights 

 · Performed over seven million comprehensive railcar scans in 2022 across 11 portals, of which more than 573,000 were unique railcars. This
metric encompasses all railcars scanned at locations across the U.S., Canada, and Mexico, representing approximately 35% of the total freight car
population in North America.

 · Released 13 new AI detection models for use within the Company’s Railcar Inspection Portal (“rip®” or “RIP®”) solution since the end of the
third quarter. The Company currently has 35 models deployed and operational for freight and transit customers with plans to reach up to 50
different models by the end of 2023.

 

 
 

 

· Achieved a 100% renewal rate on recurring revenue contracts throughout 2022 with $2 million cash inflow from those contracts received during
the first quarter of 2023. Underlying recurring revenues for support and artificial intelligence grew 32% in 2022.

· Entered 2023 with estimated total backlog of more than $10.7 million of which the Company expects to recognize $8.4 million during 2023.
· Secured contract modifications worth an additional $1.1 million in upgrades to a new system for an existing customer in the passenger

transportation sector. The add-ons are part of a long-term installation of the Company’s high-end RIP, which is designed to capture images at up to
125 miles per hour.

· Appointed industry veteran Thomas Hughes to the newly created role of Vice President of Sales, where he is responsible for supporting the
Company's commercial and go-to-market strategies for its new subscription offerings.

· Continued to invest in and expand intellectual property by submitting additional AI and engineering patent applications.
 
Fourth Quarter 2022 Financial Results
It should be noted that the following Financial Results represent the consolida on of the Company with its subsidiaries Duos Technologies, Inc. and
truevue360 ™.
 
Total revenue for Q4 2022 increased 71% to $5.93 million compared to $3.72 million in the fourth quarter of 2021 (“Q4 2021”). Total revenue for Q4



2022 represents an aggregate of approximately $4.92 million of technology systems revenue and approximately $1.07 million in recurring services and
consul ng revenue. The increase in revenues was driven by new revenues being recorded a er lengthy delays in receiving “no ces to proceed” for
an cipated new contracts earlier in the year that pushed delivery dates into the second half of 2022 and into 2023. The increase also resulted from
the delivery of two RIP projects during 2022 in addi on to the onset of a new high-speed RIP project, for which the Company will con nue to
recognize revenue well into 2023.
 
Cost of revenues for Q4 2022 increased 91% to $3.80 million compared to $1.98 million for Q4 2021. The increase in costs year-over-year stems from
addi onal project work related to the delivery of two RIPs as previously noted. Addi onally, the Company made significant progress on the
manufacturing of a special-purpose, high-value RIP, which it anticipates completing during 2023.
 
Gross margin for Q4 2022 increased 24% to $2.14 million compared to $1.73 million for Q4 2021. The improvement in margin was a direct result of
increased business ac vity the Company recognized in the la er half of 2022 that was related to the manufacturing and near comple on of
installation of two RIPs, a number of one-time service events, and significant progress made on a special-purpose, high-value RIP.
 
Operating expenses for Q4 2022 increased 57% to $3.10 million compared to $1.97 million for Q4 2021 . There was an increase in sales and marke ng
related to increased investment in the overall capability of the commercial team. Research and development costs declined significantly during the
quarter, which was the result of some of the technical resources from the IT and Engineering teams being temporarily consumed as part of the
significant increase in project and service revenues and led to the Company performing addi onal project and one- me services work year-over-year.
Addi onally, general and administra on costs increased primarily due to a focus on employee reten on to support the growth in the Company’s
operating plan.
 
Net opera ng loss for Q4 2022 totaled $960,000 compared to net opera ng loss of $240,000 for Q4 2021. The increase in net opera ng loss was
driven by increases in costs of revenues as well as operating expenses.
 

 

 
 

Net loss for Q4 2022 totaled $952,000 compared to net loss of $200,000 for Q4 2021. The increase in net loss is primarily a ributable to the flow
through of increased cost of revenues and operating expenses.
 
Cash and cash equivalents at December 31, 2022 totaled $1.12 million compared to $894, 000 at December 31, 2021. As of year end, the Company
had an addi onal $3.42 million in receivables, bolstering its liquidity posi on to approximately $4.53 million. Duos also had an addi onal $1.43 million
of inventory as of December 31, 2022, consisting primarily of long-lead items for two ongoing RIP installations.
 
In March 2023, the Company entered into a securi es purchase agreement with certain exis ng investors resul ng in the issuance of an aggregate of
4,000 shares of a newly-authorized Series E Convertible Preferred Stock. Duos received aggregate proceeds of $4.00 million through the transaction.

Full Year 2022 Financial Results
Total revenue increased 82% to $15.01 million compared to $8.26 million for 2021. Total revenue for 2022 represents an aggregate of approximately
$11.19 million of technology systems revenue and approximately $3.82 million in recurring services and consul ng revenue. The increase in revenues
was driven by new revenues being recorded a er delays in receiving “no ces to proceed” for an cipated new contracts earlier in the year that pushed
delivery dates into the second half of 2022 and into 2023. Addi onally, the growth in services and consul ng revenue stems from the Company’s
success in deploying artificial intelligence as well as change orders to existing services agreements during the year.
 
Cost of revenues  increased 65% to $10.26 million compared to $6.22 million for 2021. The cost of revenues on technology systems grew at a slower
pace than revenues primarily because the Company neared comple on of two of its RIPs and thus recognized addi onal profits on these projects as it
sa sfied its project-related obliga ons. Cost of revenues on services and consul ng increased as a result of one- me services completed on exis ng
RIP sites during which the Company incurred some addi onal material costs as well as project management and engineering team labor to complete
the project.
 
Gross margin increased 133% to $4.75 million compared to $2.04 million for 2021. As previously discussed, the improvement in margin was a direct
result of increased business activity the Company recognized in the latter half of 2022.
 
Opera ng expenses increased 22% to $11.61 million compared to $9.50 million for 2021. In 2022 the Company had addi onal expenses related to
staff reten on via non-cash charges of an employee stock op on plan as well as a discre onary performance program, which was a new ini a ve for
the en re organiza on designed to drive higher performance and a ract and retain be er quality resources in a ght labor market. As a result,
employee retention in the fourth quarter was 100%.
 
Net opera ng loss totaled $6.87 million compared to net opera ng loss of $7.46 million for 2021. The Company con nued to face infla onary and
supply chain pressures throughout 2022 and has worked to balance these impacts through management of customer contracts and other cost control
efforts. The decrease in loss from operations was the result of mostly improved revenues stemming from the deployment of new portals and receipt of
materials and manufacturing related to a high value set of portals to be completed during 2023.



 
Net loss totaled $6.86 million compared to a net loss of $6.01 million for 2021. The increase in net loss is primarily a ributable to the one- me effect
of the PPP loan forgiveness gain in the first half of 2021. Despite the increased net loss year-over-year, the Company showed an improvement at the
operating loss level.
 

 

 
  

Financial Outlook
  At the end of 2022, the Company’s contracts in backlog represented approximately $10.7 million in revenue, of which approximately $8.4 million is
expected to be recognized in calendar 2023. The balance of contract backlog is comprised of mul -year service and so ware agreements as well as
project revenues spanning into fiscal 2024.
 
Based on these commi ed contracts and near-term pending orders that are already performing or scheduled to be executed throughout the course of
2023 as well as the planned expansion of the Company’s subscrip on business model and other contribu ng factors, Duos is reitera ng its previously
stated revenue expecta ons for the fiscal year ending December 31, 2023. The Company expects total revenue for 2023 to range between $20.0
million and $21.0 million, representing an increase of 33% to 40% compared to 2022.
 
Duos expects its improvement in opera ng results to be reflected over the course of the full year in 2023. As a result of typical business seasonality as
well as ming and other factors, the Company expects revenues in the first quarter of 2023 to decline compared to the fourth quarter of 2022 before
sequentially increasing throughout the remainder of the year.
 
Management Commentary
“The fourth quarter capped a strong finish to a record year for our Company,” said Duos Chief Execu ve Officer Chuck Ferry. “During the period we
successfully deployed two addi onal RIPs for Class 1 customers, significantly increased the breadth of our AI applica ons to also include passenger rail
use cases, and con nued to grow our recurring revenue base through strong renewals and add-on work. Heading into 2023, our current backlog sits
above our en re topline output in 2021, giving us clear visibility to con nue execu ng against the outsized demand we’re seeing. We are also moving
full speed ahead with our subscrip on offering, having iden fied the first sites for Duos-owned portals; ini al installa ons will be primarily in the
southern U.S., where we plan to begin building later this year.

“Due to several highly publicized train derailments, the last several weeks have also been a tumultuous period for the broader rail industry. In
response, we have been working simultaneously with our current Class 1 partners and numerous other stakeholders to answer ques ons and support
their respective action plans. Additionally, we have been equally engaged with the Federal Railroad Administration, labor union leadership, and several
members of Congress to provide our input on pending legisla ve ac ons. Our company is fully prepared to scale up our technology deployments in
support of these action plans and/or legislation.”

 
Conference Call
The Company’s management will host a conference call today, March 30, 2023, at 4:30 p.m. Eastern me (1:30 p.m. Pacific me) to discuss these
results, followed by a question-and-answer period.
 
Date: Thursday, March 30, 2023
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: 13737078
 
Please call the conference telephone number 5-10 minutes prior to the start me 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 broadcast live via telephone and available for online replay via the investor section of the Company's website here.
 

About Duos Technologies Group, Inc.
Duos Technologies Group, Inc. (Nasdaq: DUOT), based in Jacksonville, Florida, through its wholly owned subsidiary, Duos Technologies, Inc., designs,
develops, deploys and operates intelligent vision based technology solu ons suppor ng rail, logis cs, intermodal and government customers that
streamline opera ons, improve safety and reduce costs. The Company provides cu ng edge solu ons that automate the mechanical and security



inspec on of fast-moving trains, trucks and automobiles through a broad range of proprietary hardware, so ware, informa on technology and
artificial intelligence. For more information, visit www.duostech.com
 
Forward- Looking Statements
This news release includes forward-looking statements regarding the Company's financial results and es mates and business prospects that involve
substan al risks and uncertain es that could cause actual results to differ materially. Forward-looking statements relate to future events and typically
address the Company's expected future business and financial performance. The forward-looking statements in this news release relate to, among
other things, informa on regarding an cipated ming for the installa on, development and delivery dates of our systems; an cipated entry into
addi onal contracts; an cipated effects of macro-economic factors (including effects rela ng to supply chain disrup ons and infla on); ming with
respect to revenue recogni on; trends in the rate at which our costs increase rela ve to increases in our revenue; an cipated reduc ons in costs due to
changes in the Company's organiza onal structure; poten al increases in revenue, including increases in recurring revenue; poten al changes in gross
margin (including the ming thereof); statements regarding our backlog and poten al revenues deriving therefrom; and statements about future
profitability and poten al growth of the Company. Words such as "believe," "expect," "an cipate," "should," "plan," "aim," "will," "may," "should,"
"could," "intend," "es mate," "project," "forecast," "target," "poten al" and other words and terms of similar meaning, typically iden fy such forward-
looking statements. Forward-looking statements involve risks and uncertain es and there are important factors that could cause actual results to differ
materially from those expressed or implied by these forward-looking statements. These factors include, but are not limited to, the Company's ability to
con nue as a going concern, the Company's ability to generate sufficient cash to con nue and expand opera ons, the compe ve environment
generally and in the Company's specific market areas, changes in technology, the availability of and the terms of financing, changes in costs and
availability of goods and services, economic condi ons in general and in the Company's specific market areas, changes in federal, state and/or local
government laws and regula ons poten ally affec ng the use of the Company's technology, changes in opera ng strategy or development plans and
the ability to a ract and retain qualified personnel. The Company cau ons that the foregoing list of risks, uncertain es and factors is not exclusive.
Addi onal informa on concerning these and other risk factors is contained in the Company's most recently filed Annual Reports on Form 10-K,
subsequent Quarterly Reports on Form 10-Q, recent Current Reports on Form 8-K, and other filings filed by the Company with the U.S. Securi es and
Exchange Commission (the "SEC"), which are available at the SEC's website, h p://www.sec.gov. The Company believes its plans, inten ons and
expectations reflected in or suggested by these forward-looking statements are based on reasonable assumptions. No assurance, however, can be given
that the Company will achieve or realize these plans, inten ons or expecta ons. Indeed, it is likely that some of the Company's assump ons may prove
to be incorrect. The Company's actual results and financial posi on may vary from those projected or implied in the forward-looking statements and
the variances may be material. Each forward-looking statement speaks only as of the date of the par cular statement. We do not undertake or accept
any obliga on or undertaking to release publicly any updates or revisions to any forward-looking statements to reflect any change in our expecta ons
or any change in events, condi ons or circumstances on which any forward-looking statement is based, except as required by law. All subsequent
wri en and oral forward-looking statements concerning the Company or other ma ers a ributable to the Company or any person ac ng on its behalf
are expressly qualified in their entirety by the cautionary statements above.
 

 

 
 

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

 
  For the Years Ended  
  December 31,  
  2022   2021  
       
REVENUES:         

Technology systems  $ 11,190,292  $ 5,871,666 
Services and consulting   3,822,074   2,388,251 



         
Total Revenues   15,012,366   8,259,917 

         
COST OF REVENUES:         

Technology systems   8,376,649   4,728,197 
Services and consulting   1,887,614   1,492,176 

         
Total Cost of Revenues   10,264,263   6,220,373 

         
GROSS MARGIN   4,748,103   2,039,544 
         
OPERATING EXPENSES:         

Sales and marketing   1,337,186   1,233,851 
Research and development   1,651,064   2,515,630 
General and Administration   8,625,002   5,747,014 

         
Total Operating Expenses   11,613,251   9,496,495 

         
LOSS FROM OPERATIONS   (6,865,148)   (7,456,951)
         
OTHER INCOME (EXPENSES):         
Interest expense   (9,191)   (20,268)

Other income, net   9,557   1,468,319 
         

Total Other Income (Expenses)   366   1,448,050 
         
NET LOSS  $ (6,864,783)  $ (6,008,901)

         
         
Basic and Diluted Net Loss Per Share  $ (1.11)  $ (1.63)

         
         
Weighted Average Shares-Basic and Diluted   6,175,193   3,694,293 

 

 

 
 

DUOS TECHNOLOGIES GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

 
  December 31,   December 31,  
  2022   2021  
       

ASSETS         
CURRENT ASSETS:         

Cash  $ 1,121,092  $ 893,720 
Accounts receivable, net   3,418,263   1,738,543 
Contract assets   425,722   3,449 
Inventory   1,428,360   298,338 
Prepaid expenses and other current assets   441,320   354,613 

         
Total Current Assets   6,834,757   3,288,663 

         
Property and equipment, net   629,490   603,253 
Operating lease right of use asset   4,689,931   4,925,765 
Security deposit   600,000   600,000 

         
OTHER ASSETS:         

Patents and trademarks, net   69,733   66,482 
Software development costs, net   265,208   — 
Total Other Assets   334,941   66,482 

         
TOTAL ASSETS  $ 13,089,119  $ 9,484,163 

         
LIABILITIES AND STOCKHOLDERS' EQUITY         

         
CURRENT LIABILITIES:         

Accounts payable  $ 2,290,390  $ 1,044,500 
Notes payable - financing agreements   22,851   52,503 
Accrued expenses   453,023   618,093 
Equipment financing payable-current portion   74,575   80,335 



Operating lease obligations-current portion   696,869   315,302 
Contract liabilities   957,997   1,829,311 

         
Total Current Liabilities   4,495,705   3,940,044 

         
Equipment financing payable, less current portion   —   22,851 
Operating lease obligations, less current portion   4,542,943   4,739,783 

         
Total Liabilities   9,038,648   8,702,678 

         
Commitments and Contingencies (Note 4)         
         
STOCKHOLDERS' EQUITY:         

Preferred stock:  $0.001 par value, 10,000,000 authorized, 9,476,000 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 December 31, 2022 and December 31, 2021         
convertible into common stock at $6.30 per share   —   — 

Series B convertible preferred stock, $0.001 par value per share,         
15,000 shares designated; 0 and 851 issued and outstanding at December 31, 2022         
and December 31, 2021, convertible into common stock at $7 per share   —   1 

Series C convertible preferred stock, $0.001 par value per share,         
5,000 shares designated; 0 issued and outstanding at December 31, 2022 and 2,500 issued         
and outstanding at December 31, 2021, convertible into common stock at $5.50 per share   —   2 

Series D convertible preferred stock, $0.001 par value per share,   1   — 
4,000 shares designated; 999 issued and outstanding at December 31, 2022 and 0 issued         
and outstanding at December 31, 2021, convertible into common stock at $3 per share         

         
Common stock:  $0.001 par value; 500,000,000 shares authorized,         

7,058,198 and 4,111,047 shares issued, 7,056,874 and 4,109,723   7,156   4,111 
shares outstanding at September 30, 2022 and December 31, 2021, respectively         

Additional paid-in-capital   56,562,600   46,431,874 
Total stock & paid-in-capital   56,569,757   46,435,988 
Accumulated deficit   (52,361,834)   (45,497,051)
Sub-total   4,207,923   938,937 
Less:  Treasury stock (1,324 shares of common stock         

at September 30, 2022 and December 31, 2021)   (157,452)   (157,452)
Total Stockholders' Equity   4,050,471   781,485 

         
Total Liabilities and Stockholders' Equity  $ 13,089,119  $ 9,484,163 

 
 

 

 

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

 
  For the Years Ended  
  December 31,  
  2022   2021  
       
Cash from operating activities:         

Net loss  $ (6,864,783)  $ (6,008,901)
Adjustments to reconcile net loss to net cash used in operating activities:         

Bad debt expense (recovery)   —   76,046 
Depreciation and amortization   350,192   275,346 
Loss on disposal of assets   —   14,454 
Stock based compensation   819,191   262,411 
Stock issued for services   157,500   144,167 
PPP loan forgiveness including accrued interest   —   (1,421,577)
Capital of operating lease right of use asset   235,834   250,482 
Changes in assets and liabilities:         

Accounts receivable   (1,679,720)   (611,023)
Contract assets   (422,273)   99,009 
Inventory   (1,130,022)   (185,915)
Security deposit   —   (600,000)
Prepaid expenses and other current assets   266,539   423,905 
Accounts payable   1,245,890   445,184 
Accounts payable-related party   —   (7,700)
Payroll taxes payable   —   (3,146)
Accrued expenses   (165,069)   (408,692)
Operating lease obligation   184,728   (127,816)
Contract liabilities   (871,314)   804,388 

         
Net cash used in operating activities   (7,873,307)   (6,579,378)



         
Cash flows from investing activities:         

Purchase of patents/trademarks   (18,190)   (7,435)
Purchase of software development   (281,783)   — 
Purchase of fixed assets   (344,915)   (545,505)

         
Net cash used in investing activities   (644,888)   (552,940)
         
Cash flows from financing activities:         

Repayments of insurance and equipment financing   (331,173)   (353,444)
Repayment of finance lease   (80,335)   (89,618)
Proceeds from common stock issued   8,801,003   — 
Issuance cost   (942,926)   — 
Proceeds from preferred stock issued   1,299,000   4,500,000 

         
Net cash provided by financing activities   8,745,569   4,056,938 
         
Net increase (decrease) in cash   227,373   (3,075,380)
Cash, beginning of period   893,720   3,969,100 
Cash, end of period  $ 1,121,093  $ 893,720 

         
Supplemental Disclosure of Cash Flow Information:         

Interest paid  $ 9,292  $ 30,817 
Taxes paid  $ 1,264  $ — 

         
Supplemental Non-Cash Investing and Financing Activities:         

Notes issued for financing of insurance premiums  $ 353,244  $ 363,005 

 
 



 
EXHIBIT 99.2

 
Duos Technologies Group, Inc.

Fourth Quarter and Full Year 2022 Earnings Conference Call
March 30, 2023

 
Presenters
Chuck Ferry, CEO
Andrew Murphy, CFO
 
Q&A Participants
Michael Latimore - Northland Capital Markets
Christopher Penn – PennCo
Ed Woo -- Ascendiant Capital
 
Operator
Good afternoon. Welcome to Duos Technologies Fourth Quarter and Full Year 2022 Earnings Conference Call.
 
Joining us for today's call are Duos' CEO, Chuck Ferry, and CFO, Andrew Murphy. Following their remarks, we will open the line for your
ques ons. Then, before we conclude today's call, I'll provide the necessary cau ons regarding the forward-looking statements made by
management during this call.
 
Now, I'd like to turn the call over to Duos’ CEO, Chuck Ferry. Sir, please proceed.
 
Chuck Ferry
Welcome, everyone, and thank you for joining us. We always appreciate a endance by many of our long-term and current shareholders,
and we can also see that we're joined today by a number of new shareholders. Welcome.
 
Earlier today, we issued a press release announcing our financial results for the fourth quarter and full year, as well as other opera onal
highlights. A copy of the press release is available in the Investor Rela ons sec on of our website. I encourage all listeners to view that
release, as well as our 10-K filing with the SEC to better understand some of the details we'll be discussing during our call.
 
Before I begin with my opening remarks, I would like to address some recent events that are likely to have an impact on our primary rail
market and bring much more focus from stakeholders, including customers, unions, regulators and the rail industry on what Duos can offer.
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Due to the recent unfortunate derailment in East Pales ne, Ohio, Duos has been contacted on many different levels to be er understand
what our technology does and the many years of investment in our railcar inspection portal and what that can offer.
 
Very much of the first quarter and to a greater extent, since the derailment, Duos has been engaged in discussions regarding how our
technology might be deployed on a greater scale in the United States to identify and reduce mechanical failures and derailments.
 
More specifically, we have been requested to provide informa on on our railcar inspec on portal capabili es to congressional leaders,
regulators and unions, as well as current and poten al customers as to the benefits of using technologies such as our railcar inspec on
portal, combined with artificial intelligence and human in the loop feedback processes that can augment currently mandated inspections.
 
Later in the call, I will provide additional details.
 
Before I ask our CFO, Andrew Murphy, to give us a summary of the 2022 results, let me discuss some highlights.
 
The fourth quarter capped a strong finish to a banner year for our company. Despite significant external challenges throughout the en rety
of 2022, we were able to produce a record performance.
 
Revenue was up 71% in Q4 and 82% for the full year, which is the highest revenue performance in company history. Addi onally, we
achieved a 100% renewal rate of recurring revenue contracts in 2022, leading to an approximate 30% increase in support in AI revenues,
compared to 2021.
 



Opera onally in Q4, we successfully deployed two new RIPs for Class 1 customers with at least two addi onal RIPs expected to come online
in 2023, putting us on track to have a total of 15 RIPs installed by the end of the third quarter 2023.
 
Our AI catalog has 35 models that are available for deployment today, and we expect to further grow that catalog to 50 use cases by the end
of this year. We have also begun to develop AI applications to include passenger rail use cases.
 
Heading into 2023, our current backlog sits north of $10 million, which eclipses our en re top line output in 2021. With more than $8 million
expected to be recognized this calendar year, we have clear visibility to continue executing against the outsized demand we're seeing.
 
We're also moving full speed ahead with our subscription offering, having identified the initial sites for Duos’ own portals.
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Our belief is that this new offering and pricing model will drama cally increase our poten al customer base, while also expanding the
margins and predictability of our revenues, over the long term. Our mission remains focused on the long-term growth and profitability of the
company.
 
Before turning the call over to Andrew, I'd like to thank our current customers, which represent 50% of the Class 1 operators in North
America, not only for their business, but also for their leadership in iden fying the value that can be brought to bear on safety and efficiency
on the rail network by the deployment of improved wayside detection technologies, which includes our railcar inspection portal.
 
We believe that our solu on is par cularly effec ve in augmen ng the mechanical car inspectors who work hard every day under all weather
conditions to identify, repair, and prevent mechanical failures and derailment conditions.
 
And now I'll turn the call over to Andrew to walk us through the financial results for the quarter and the year. Andrew.
 
Andrew Murphy
Thank you, Chuck. Before turning to the results, I would like to add my own commentary regarding the tremendous opportunity for Duos.
 
As Chuck has just discussed, the recent events in Ohio have opened up channels of communica on with many different stakeholders. From
my perspec ve, as we chart the course for the company financially, we now have many different poten al avenues for driving new sources
of revenue, including sales of complex systems, which is our tradi onal business model, the new to be announced subscrip on program for
which we plan to make significant investments in the next several years and other opportunities which may include other lines of business.
 
I would also like to comment that we have a focus on target--on driving growth with a target on achieving breakeven and profitability in the
next 12 months to 14 months.
 
As previously discussed, we have been upgrading and expanding our overall technology capabili es with a par cular focus on ar ficial
intelligence as a key component of our overall product portfolio.
 
While supply chain issues have shown some signs of improvement, time between contract award and full revenue recognition remains longer
than was the norm in prior years.
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We con nue to focus on our revenue mix to support accelera ng growth in our recurring revenue service and so ware while,
opportunis cally, growing revenues from project-based work related to the portal installa ons. We have also diversified our revenue
sources, which Chuck will speak to, later in the call.
 
On that point, we previously introduced an addi onal business line focused on subscrip on offerings in which Duos will 100% own and
operate our railcar inspection portals as strategic locations within the North American rail network.
 
We have begun procurement for equipment and components and have iden fied loca ons for the installa on of our first Dual zone
subscrip on RIPs. The RIPs will supply the same near real me machine vision-based data and ar ficial intelligence based protec ons to
railcar and owners, but they will be offered on a subscription model.
 
While installing subscrip on RIPs may have a depressive effect on revenue in the near term, we believe that the—that over the long term,
we'll be able to drive greater lifetime value and higher margins.
 



We also expect revenues to be more normalized in payment cycles, rather than experiencing intermi ent pops for new contracts, which will
make our financial model more predictable. Chuck will share further updates on this initiative, shortly.
 
Now, let's go to the results for the quarter and for the year. Total revenue for the quarter increased 60% to $5.9 million, compared to $3.7
million in the fourth quarter of 2021. We want to point out, quickly, a typographical error on this percentage that was noted in our press
release that just came out.
 
Total revenue for the year increased 82% to just over $15 million, compared to $8.2 million for 2021. The increase in revenues was driven by
new revenues being recorded a er lengthy delays and receiving no ces to proceed for an cipated new contracts earlier in the year that
pushed delivery dates into the second half of 2022 and into 2023.
 
The increase also resulted from the delivery of two RIP projects across 2022, in addi on to the onset of a new high speed RIP project, which
we will continue to recognize, well into 2023.
 
Addi onally, the growth in services and consul ng revenue stems from our success in deploying ar ficial intelligence, as well as change
orders to existing service agreements, during the year.
 
Cost of revenues for the quarter increased 91% to $3.8 million, compared to $1.9 million for Q4 2021. For the year, cost of revenues
increased 65% to $10.2 million, up from $6.2 million for 2021.
 

4 

 

The increase in cost stems from addi onal project work related to delivery of two RIPs, as previously noted. The cost of revenues on
technology systems grew at a slower pace than revenues, primarily because we neared comple on of those two RIPs and thus, recognized
additional profits of these projects as it satisfied its project-related obligations.
 
Cost of revenues on services and consul ng increased as a result of one- me services completed on exis ng websites during which we
incurred some additional material costs, as well as project management engineering team labor to complete the project.
 
Addi onally, we have made significant progress on manufacturing with special purpose high value RIP, which we an cipate comple ng,
during 2023.
 
Gross margin for the quarter increased 24% to $2.1 million, compared to $1.73 million for Q4 2021. For the year, gross margins increased
133% to $4.7 million, compared to $2 million for 2021.
 
The improvement in margin was a direct result in the increased business activity that we recognized in the latter half of 2022 that was related
to the manufacturing and near comple on of installa on of the two new RIPs, a number of one- me service events and significant progress
made on the previously mentioned special purpose high value RIP.
 
Opera ng expenses for the quarter increased 57% to $3.1 million, compared to $1.97 million for the year. Opera ng expenses increased 22%
to $11.6 million, compared to $9.5 million for 2021. In Q4, there was an increase in sales and marke ng related to the increased investment
and overall capability of the commercial team.
 
Research and development costs declined during the quarter, which was a result of some of the technical resources from the IT and
engineering teams being temporarily consumed as part of the significant increase in project and service revenues that led the company
performing additional projects and one-time service work, year-over-year.
 
Addi onally, general and administra ve cost increased primarily due to a focus on employee reten on and increased headcount as for the
growth plan.
 
For the year, we had addi onal costs related to staff reten on via non-cash charges of an employee stock op on plan, as well as the
discre onary performance program, which was a new ini a ve for the en re organiza on designed to drive higher performance and a ract
and retain better quality resources in a tight labor market.
 
As a result, employee reten on in the fourth quarter was 100%. We s ll face pressure on exis ng staff compensa on as a result of infla on
during 2022 but remain focused on managing and stabilizing administrative costs, without interruption to customer service.
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Net opera ng loss for the quarter totaled $950,000, compared to opera ng losses of $240,000 for Q4 of 2021. The increase in net loss was
driven by increases in cost of revenues, as well as opera ng expenses. Net opera ng loss for the year totaled $6.87 million, compared to a
net operating loss of $7.4 million for 2021.
We con nue to face infla onary and supply chain pressures through 2022 and have worked to balance these impacts through management
of customer contracts and other cost control efforts.
 
The decrease in loss from opera ons was a result of mostly improved revenue stemming from the deployment of new portals, receipt of
materials and manufacturing related to a high value set of portals to be completed during 2023.
 
The net loss for the quarter totaled approximately $950,000, compared to a net loss of $200,000 for Q4 of 2021. For the year, the net loss
totaled $6.86 million, compared to a net loss of $6.01 million for 2021. The increase in the net loss is primarily a ributed to a one- me effect
of the PPP loan forgiveness program gained in the first half of 2021.
 
Despite the increased net loss year-over-year, we showed an improvement in operating loss level in 2022.
 
Now let's discuss the balance sheet. We ended the quarter with approximately $1.1 million in cash and cash equivalents, compared to
$894,000 at the end of 2021.
 
We had an addi onal $3.4 million in receivables bolstering our near-term liquidity posi on to approximately $4.53 million. We also have $1.4
million of inventory consis ng primarily of long lead items for two pending RIP installa ons, as disclosed on our 8-K. We have raised $4
million for our largest shareholder to support the buildout of our subscription RIP business.
 
In summary, our cash posi on remains strong and while we expect a near-term increase in spend and inventory levels to support commercial
efforts, we’ll continue to monitor supply chains to reduce financial impact, where possible.
 
I'd now like to provide an update on our financial projections, before turning the call back to Chuck.
 
Based on commi ed contracts and near-term pending orders that are already performing or scheduled to be executed through the
remainder of 2023, we are reitera ng our revenue expecta ons for fiscal year ending December 31, 2023. We expect total revenue to range
between $20 million and $21 million, representing an increase of 33% to 40%, over 2022.
 
At the end of 2022, the company's contracts and backlog represented approximately $10.7 million in revenue, of which approximately $8.4
million is expected to be recognized in calendar year 2023.
 

6 

 

The balance of the contract backlog is comprised of mul -year services and so ware agreements, as well as project revenue spanning into
fiscal year 2024.
We expect our improvement in opera ng results to be reflected over the course of the full year 2023. As a result of typical business
seasonality, as well as ming and other factors, we expect revenue in the first quarter of 2023 to decline, compared to the fourth quarter of
2022, before subsequently increasing throughout the remainder of the year.
 
We are s ll working to manage through the ever changing lists of supply chain and shipping challenges, including product shortages and
unreliable lead times, which may impact the timing of revenue recognition but not the revenue backlog, in totality.
 
That concludes my financial commentary. I'll now pass the call back over to Chuck.
 
Chuck Ferry
Thanks, Andrew. Appreciate it. And before I get into my regular comments, I just want to clarify, I made a comment in the opening remarks
where I said revenue was up 71%. In fact, I stand corrected because my CFO used the correct number. Revenue was up 60% in Q4 and 82%
for the full year.
 
So, I just want to make that clarification, as we go forward. Thanks, Andrew.
 
Following on my opening comments and before addressing the specific performance metrics of the company, I'd like to spend some me
addressing what the company is currently engaged in since the recent derailment that attracted so much national attention.
 
Due to several highly publicized train derailments the last several weeks, as I've said, has been pre y tumultuous period for the broader rail
industry. These events have led to increased calls for widespread safety and compliance requirements for railcar owners and operators.
 



In response, we ini ated a strategic communica ons plan several weeks ago to respond to the incoming request for informa on. To date, we
have successfully engaged approximately a dozen congressional leaders from both par es in the House and Senate, including senators from
our home state of Florida and have been invited to provide our input on pending legislative actions, including the proposed Railway Safety Act
of 2023.
 
This bill, which was introduced by a number of senators, including Florida Senator Rubio.
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We were privileged to be invited to a end an all-day commi ee session recently, where the bill was discussed and had been asked to
provide input related to our area of exper se. We've been equally engaged with our current Class 1 partners, the Federal Railroad
Administra on, the Associa on of American Railroads, Labor Union leadership and numerous other stakeholders to answer ques ons and
support their respective action plans.
 
As men oned in my opening remarks, our main customers represen ng three out of the now six Class 1 railroads, plus the na onal
passenger rail carrier, have all taken leadership roles in the adop on of wayside detec on technology for the con nuous improvement of rail
safety, efficiency and opera onal produc vity. We will con nue to work with key stakeholders to support their efforts and remain as
involved in these--remain involved in these developments as possible, moving forward.
 
Before talking about some opera onal updates, I want to provide some commentary concerning the turnaround plan that I put in place,
when I joined the company in September of 2020.
 
At that me and in concert with our senior management and Board of Directors, we put a three-year plan in place to resolve numerous long
standing issues that Duos was facing, including sub-par opera onal execu on, customer sa sfac on with our support services, and non-
standard practices regarding our software development AI programs.
 
I'm pleased to report that as of the end of 2022, the company has turned the corner on all of these major issues and is now execu ng at a
high level and capable of tackling much larger and more complex projects, such as the installa on of two complex RIPs capable of automated
mechanical inspec on of high-speed passenger trains at up to 125 miles per hour on the Northeast rail corridor between New York and
Washington DC.
 
I'm pleased to report that we have largely completed our manufacturing for these systems and recently visited the site and walked the track
with senior leaders from the customers team to prepare for the on-site installation in the next few months.
 
Given the comple on of our turnaround plan, I'd like to discuss some of our major opera onal updates. As a reminder, our opera ng
strategy is focused on the following: number one, managing our technical and opera onal delivery at the high standards, which is now being
achieved; adding much more recurring revenue through our subscrip on model, support services and maintenance, and ar ficial intelligence
offerings; three, con nuing our primary commercial focus in the rail sector; and four, adding a second commercial line of business, primarily
focused in the trucking and intermodal industry and potentially in the aviation industry.
 
And lastly, focus on retaining top talent in a very competitive market space.
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One of the core components of our updated company values has been a commitment to achieving opera onal and technical excellence. We
believe this approach leads to higher customer satisfaction and improved new deal closure rates.
 
As part of our turnaround plan and with the help of my senior management and technical staffs, we have con nued mee ng our service level
agreements maintaining a high availability rate on all systems for all customers.
 
Our engineering teams are currently developing a new cu ng-edge visual system focused on railcar wheels and brakes that will be deployed
with our national passenger carrier and will be capable of being utilized for freight cars, as well.
 
Moving to our second focus area, which is to con nue adding more recurring revenue through our new subscrip on model support, services
and maintenance, and artificial intelligence offerings.
 
As I men oned earlier, we've maintained a 100% renewal rate on all recurring revenue contracts in 2022. Addi onally, we con nue to grow
support in AI revenues, as Andrew discussed in his commentary.
 



Our primary focus con nues to be on building an industry leading ar ficial intelligence capability. I am encouraged with the way our AI team
is performing, and the pace at which we've been able to introduce updates to our leading inspection capabilities.
 
Since the end of the third quarter, we've released 13 new AI detec on models for use within our RIP solu on, most of which are related to
wheel and brake conditions.
 
As of today, we have 35 models deployed and operational with plans to reach up to 50 different models by the end of 2023.
 
I believe that we are the only company in this industry that self performs all aspects of hardware, IT, so ware and AI, which enables a more
reliable and integrated solution with actionable and reliable data outputs.
 
Two models in par cular that I'd like to highlight today relate to passenger railcar detec on. The specific focus of the new models is on the
carrier plate and F-Pin securement, both of which are difficult to observe but critical for passenger safety and derailment avoidance.
 
High speed images monitor and detect missing dra  gear carrier plate bolts and co er keys for the carrier plate and F-Pin, respec vely,
helping to preplan maintenance more economically.
 
These models are the first release of passenger railcar AI detec ons and are adaptable to other transit car types. Our ability to use data
analytics to see how effective we are is improving.
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In 2022, our RIPs performed over 7 million comprehensive railcar scans, of which more than 573,000 were unique railcars. This metric
encompasses all railcars scanned at loca ons across the U.S., Canada and Mexico, represen ng approximately 35% of the total freight car
population in North America.
 
We expect this number to continue growing, as the number of RIPs and customers on our network expands.
Contracts we secured last year and earlier this year, both for new installa ons as well as upgrades to exis ng portals, include provisions for
increased algorithm delivery, a trend we expect to continue, going forward.
 
From a high level, as we layer on to subscrip on clients, addi onal services, and increased maintenance work across a larger customer base,
we expect to achieve consistent profitable growth.
 
As we see our recurring revenue streams as a pla orm for opera ons that should account for an increasing percentage of revenue, over
time.
 
Moving to our primary commercial focus in the rail sector, as I noted earlier, the team has had senior level engagement in nearly all Class 1s
in recent weeks, which we expect to drive significant commercial activity in the coming months.
 
I'll now provide an update on current deployments. Beginning with the $10.1 million Master Services Agreement with a major na onal
passenger carrier, comple on is expected in 2023. In March, we secured contract modifica ons worth an addi onal $1.1 million and expect
to add a further $2 million in upgrades to our high-end RIP that is designed to capture images at up to 125 miles per hour.
 
The comple on of the first two portals is currently slated for Q3 of this year. When online, these RIPs will be the most sophis cated portals
in North America providing significant safety enhancements on the heavily traffics Northeast Corridor.
 
Moving to another recent deployment, in January of last year, we announced a contract for a Class 1 rail operator to deploy addi onal RIP on
the U.S. side of the customer’s southwestern border opera ons in Texas and installa on and development efforts have been successfully
completed.
 
With that Class 1 customer, we successfully installed another new portal in the Southeast United States.
 
We are also discussing with this customer the poten al to develop more long-term comprehensive railcar inspec on portal coverage of the
network.
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One pantograph installa on with a major Canadian transit agency has also been officially completed with a project expected to come online
shortly. We have added work to provide maintenance services and artificial intelligence modeling.



 
In February, we also announced that we had 30 AI models and opera ons for another Class 1 customer located in Mexico. This deployment is
a major achievement, as we build out further AI capabili es. While we are devo ng significant resources to execute against our current
backlog and have successfully kept up with melines as men oned, closing new customers and exploring new lines of business is also a
primary consideration.
 
Moving to our new subscrip on model, we have been ac vely engaged in discussions with numerous prospects who have expressed strong
interest in a subscrip on. We've already contracted our first subscriber and are in nego a ons for addi onal subscribers. Addi onally, we're
on track to begin installation of our first subscription RIPs in the Southeastern United States, during the second half of 2023.
 
Moving to our final area of focus, recrui ng and retaining talent. During the quarter, we announced the appointment of Thomas Hughes, as
our new Vice President of Sales. Thomas brings over 30 years of experience in sales management roles for high growth so ware and
hardware companies.
 
In this new role, Thomas is responsible for supporting our commercial and go-to-market strategies for the new subscription offerings.
 
As you might have surmised, he's been quite busy since joining Duos, and we're glad to have him.
 
On a more general level, we con nue to operate in a ght labor market with infla on, interest rate rises and other macroeconomic events
playing a role in increased competition for top talent.
 
With these factors considered, I'm especially proud of the incredibly talented team we've assembled and have been successful in retaining
this past year.
 
In summary, I'm pleased to report that 2022 is the first year where the financial results reflect the efforts that our team has put in, since late
2020. Our operational turnaround is complete.
 
We are engaged at the highest levels with our strategic rail customers. We are being consulted by industry experts, government leaders and
regulators. And we have opened channels of communica ons with many stakeholders to make Duos a leading contributor to the rail
industry's technology deployments.
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Duos Tech is now ready to scale up to meet the anticipated demands of the 2023 Rail Safety Act may bring.
 
As you may be aware, we just raised an addi onal $4 million from our largest shareholder, which was executed at above market valua on, a
first for the company. The primary use of these funds is for building company owned portals, which will support multiple subscriptions.
 
The talent of our collec ve team, combined with the opera onal technical improvements have been made and support from long term
shareholders has produced a great year, and we entered 2023 in a good position to continue to scale and become profitable.
 
And with that, we're ready to open the call for your questions. Operator, please provide the appropriate instructions.
 
Operator
Thank you. We will now be conduc ng a ques on-and-answer session. If you would like to ask a ques on, please press “*”, “1” on your
telephone keypad. A confirma on tone will indicate your line is in the ques on queue. You may press “*”, “2”, if you would like to remove
your ques on from the queue. For par cipants using speaker equipment, it may be necessary to pick up your handset, before pressing the
star keys.
 
One moment, please, while we pull for questions.
 
Thank you. Our first question is from Michael Latimore with Northland Capital. Please proceed with your question.
 
Michael Latimore
Great. Yeah. Thanks a lot. Congrats on the strong growth this year and good to see the reitera on of guidance there. I guess you men oned
that you've contracted with your first subscription customer.
 
I guess can you sort of men on what type of company that is, what industry ver cals that in? And then, do they have some expecta ons of a
certain number of portals by year end?
 



Chuck Ferry
Yeah, I'm want to shy away from naming the customer, outright. I will tell you it's one of our four major centers that I've been talking about.
And we're pretty excited that it'll--it's kind of gotten the ball rolling here on the subscriptions.
 
Michael Latimore
Great. It sounds like the plan is to build these your own or are there some buyback options, too?
 

12 

 

Chuck Ferry
Yeah. Our primary plan right now is to, on a go forward basis, we have a plan in place right now and we're going to execute it here, second
half of this year where we plan to build anywhere from three to five of our own railcar inspec on portals. It will be on key right way loca ons
that we're already in discussions with some rail track owners with.
 
Those loca ons will be on the cri cal focal choke points, as well as high traffic areas that have high traffic of hazmat on them. And with that,
we've got a number of interested subscribing customers that are our employees to kind of take advantage of that. So, that's primarily what
we're looking at.
 
In terms of buyback, we have entered into some discussions with a couple of our customers about, poten ally, buying back some of our
exis ng portals, but con nuing to operate those portals kind of in a lease format, if you will, or subscrip on format for those customers for
probably the next 10 to 15 years.
 
So, that's in discussion right now and don't want to get too much further into details in respect for those negotiations that are ongoing.
 
Michael Latimore
Got it. And maybe can you--with some of these sort of visible derailments recently, there's been some discussions about just sort of throwing
more of these hot box detectors at the problem, I guess. Can you talk about the value of your technology relative to that option?
 
Chuck Ferry
Yeah. Part of our discussions with the congressional leaders and regulators and union members, I think, collec vely, those industry experts
would say that hot box detectors are really just one type of wayside detectors. There are heat detectors. The hot boxes are one of them.
There are acoustic detectors. There are what they call geometry detectors.
 
And then we are in the space what we would call machine vision, AI or camera detectors, visual detectors. So, I think the discussions that I've
been allowed to par cipate in, I think there is an effort to include all categories of wayside detectors would likely be considered in this
incoming Rail Safety Act, but we'll have to see how that works its way through Congress.
 
Michael Latimore
Okay, I got it. And you men oned hiring of a senior salesperson here. I guess, as you look at the pipeline over the next or just the pipeline
going forward, what’s sort of the mix of poten al subscrip on customers versus just ge ng more customers buying your kind of complex
systems?
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Chuck Ferry
Yeah, Tom comes with great, great experience, not just technology, but also in and amongst primarily, the Class 1 railroads. So, we're glad to
have him.
 
I would say the mix of our pipeline, as it stands now since we've introduced the subscrip on concept, probably now about eight months ago,
I would assess that probably at least a third if not half of our pipeline of opportuni es is in that recurring or subscrip on format. We s ll do
have a number of opportunities in our pipeline that are still interested in actually purchasing the equipment.
 
Some of those customers con nue to be Class 1 customers, although, we have had interest by Class 1 customers to also allow us right of way
access and operate in a subscrip on format. But then you also have car owners and, some mes, shippers that are interested in having
portals at, if you will, the entry and exit point of their large maintenance yards or areas where they load and offload cargo.
 
So for example, there are chemical companies that have large onloading and offloading yards, and they're interested in having their cars kind
of scanned as they come in empty and scanned as they go heavy to increase the overall safety of that hazmat and cargo movement.
 



Michael Latimore
Got it. And then I guess just last, I know it's s ll early days, but on the subscrip on model, what kind of contract lengths do you think are
reasonable here and gross margins?
 
Chuck Ferry
Yeah. We kind of started with--most of the customers are car owner customers were talking about probably a minimum of three, but mostly
around the five-year period. With some of our Class 1 customers, they're more interested in the longer term, maybe even 10 to 15 years. So, I
think more work needs to be done, this year.
 
Another ques on you probably should ask me is, what does the pricing look like? We're s ll working on that. I would tell you that we're
probably going to end up where a por on of it will be a fixed fee to kind of gain access or a license to individual portals. And then some sort
of a per car fee basis and then we may actually separate out different types of cars in that format.
 
So, that's something that we're s ll working with our railroad SMEs we have in our company, as well as some of the ini al subscribers that
we're talking with.
 
Michael Latimore
Okay. Sounds good. Thank you. Best of luck.
 
Chuck Ferry
Thanks, Mike. Appreciate it.
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Operator
As a reminder, if you would like to ask a ques on, please press “*”, “1” on your telephone keypad. A confirma on tone will indicate your line
is in the question queue.
 
Our next question is from Christopher Penn with PennCo. Please proceed with your question.
 
Christopher Penn
How are you guys doing?
 
Chuck Ferry
Very good. How are you, Chris?
 
Christopher Penn
Doing well. Couple of ques ons. How do you guys sit and say, well, back story, talk about the derailments. Derailments happen all the me,
but they're very popular in the media now. If you guys get in a situa on where there's explosive demand for your guys project, not project
but products, how quick can you guys gear up manufacturing to meet the needs?
 
Chuck Ferry
Yeah. No, that is a good ques on and is an excellent problem for a company like us to have. Look, I've led other companies that have scaled
up, very rapidly. Part of my military service, I was involved with an exercise where we had to scale it very rapidly for certain things.
 
So internally geared to the company and in close coordina on with our Board of Directors and some of our shareholders. We have plans in
place where we can very rapidly scale up.
 
In terms of manufacturing, we've developed a good solid network of vendors, suppliers and local manufacturers and fabricators, largely here
in the United States and then heavily centered here in the State of Florida. And so, those plans are in place to scale up. Likewise, I think we
have a good solid plan to scale up with additional capital if that demand does, in fact, present itself for us.
 
Christopher Penn
Good-good. And then what about new business in different applica ons? I know you guys focus a lot on the Class 1 stuff, but what about like
in coal mine detec ng open doors on cars? I don't think they need a full RIP system. But I guess, I have firsthand experience with the industry
railroads, and I know that's a common issue that can lead to derailments. Is that something you guys have thought about?
 
Chuck Ferry
It is. Our system certainly can see doors of any kind on the sides of the cars being opened or not properly occurred and then also sees any of
the underside, any of those hopper cars if they're open and it can also detect all that.
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Inside our pipeline, we have, we are in ac ve conversa ons with three or four large mining companies. And obviously, they're moving large,
large amounts and they use railcars. And so a couple of them, in fact, are looking at, potentially, purchasing our portal.
 
And part of the ques on is they may actually want some of the sub components, maybe not the en re thing, right. Some of those mining
companies have also asked us to see if we couldn't inspect their very, very large real based mining trucks that they have. I call them the large
Tonka trucks just because that's where I remember as a kid.
 
In real life, they're massive and they're huge and those operators, I guess, have to get in and out of those trucks to inspect quite regularly and
it's kind of a big deal. So, that's another interesting development that we've had here in the last couple of months.
 
Christopher Penn
Interesting. I appreciate it. I'll get my time back here. Thank you.
 
Operator
Thank you. At this time, I'd like to hand the floor back over to management to answer any additional questions.
 
Chuck Ferry
Yeah. Thanks. We have a couple of ques ons that we're sending, I think by some of our retail shareholders. Thank you. And I'll read one or
two of them off and try to respond. Some of them are pretty good.
 
A good one here is, it references the Rail Safety Act of 2023 and the ques on is, “should the above act pass or something similar, does Duos
expect to benefit as more thermal inspections are part of the act in its current form?’
 
Again, part of the conversa ons we've been part of is that there are a number of different types of wayside detec on systems. There is a
push by, I think, the regulators as well as the unions to include the different, several of the different types of wayside detec on systems into
a legislation that would be acoustic heat, as well as machine vision or camera type technology.
 
Obviously, we're in the machine vision AI camera technology and those regulators, union members and congressional leaders are keenly
aware of the technology that we have, and we think it will be an important part of any rollouts, if that were to come as a result of this bill.
 
We had another--and that probably another good ques on from another investor that asked. Firstly, I was hoping you could provide some
insight into your competition. Who are your main competitors and what sets you apart from them in the industry?
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We have two kinds of, I would say main compe tors. The first one, largely, is from our good friends over at Wabtec. Wabtec is a very large
company and well known inside the rail space. In the last few years, they've acquired a smaller company called Beena Vision, as well as
another company out of Australia, which is called Track IQ. Those two smaller companies with that Wabtec support have a good por olio of
equipment.
Beena Vision, in par cular, has a portal solu on. We think that, as we should, Duos Tech’s solu on is a bit more advanced but certainly one
of our competitors that you can go do your research on.
 
Other compe tors are, quite honestly, the Class 1 railroads, themselves. We're fortunate to work with three of the large Class 1 railroads as
their primary provider of machine vision AI wayside detection systems.
 
But there are other Class 1 railroads that certainly have the wherewithal and the desire to develop some of this technology on their own. And
again, we think that our solution is much more advanced. We've invested over $50 million over the last four or five years in the technology.
 
And we've been sold by a number of different independent sources to include regulators, union leaders and some of the Class 1 railroads
themselves that our technology appears to be in a leading edge in terms of machine vision and ar ficial intelligence, but we should not be
cocky about that.
 
We're always cognizant that we're compe ng, and we're constantly doing research and development to improve what we have now, but also
bring new subsystems to bear as a part of that rail inspec on solu ons. I think those are probably the largest ques ons that we'll answer. I
appreciate some of the others, but I'll stop there. It looks like we may have another question coming in.
 



Operator
Our next question is from Ed Woo with Ascendiant Capital. Please proceed with your question.
 
Edward Woo
Yeah, congratula ons on the quarter and the year. My ques on is, there's a lot of emphasis on train safety in the U.S. Have you seen that in
other parts of the world, especially Canada and Mexico where you do business and maybe outside of North America?
 
Chuck Ferry
Thanks, Ed. It's a great ques on. The answer is yes. Certainly, in Canada, Transport Canada or TC is the equivalent of the Federal Rail
Administra on in Canada has an equally rigorous set of regula ons that the FRA currently has. And they work closely with the FRA to cross
talk on those regulations as many of the trains that are in the United States travel into Canada and vice versa.
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I know the two Canadian freight railroads are extremely focused on safety. They have a par cular challenge where the Canadian winners are
equally even more challenging up in Canada. And those freight railroads, those Class 1 railroads go to great lengths to publish winter safety
plans, along with their normal safety plans.
So, and we have at least five of our systems are currently suppor ng one of our Class 1 Canadian customers up in Canada in those condi ons.
Equally in Mexico, we service both of the large railroads, one of them being a Class 1, that hauls large quan es of commerce from Mexico
by railcar into the United States.
 
Safety is, again, first and foremost in their minds. Both of those railroads also have to deal with the special and unique challenge of the illegal
immigration that, unfortunately, uses the rail, those railroads to move across the border.
 
So, both those railroads work very, very closely, obviously, with Mexican officials south of the border, but also with United States customs
and border protec on, as well as DHS. They work very closely and we assist in that. Our technology allows the capability of providing
information to those law enforcement officials to assist them in controlling our southern border.
 
Edward Woo
Great. Well, thanks for that answer, and I really wish you guys good luck. Thank you.
 
Chuck Ferry
I appreciate it. Thanks, Ed.
 
Operator
Thank you. At this me, this concludes our ques on-and-answer session. I'd now like to turn the call back over to Mr. Ferry for any closing
remarks.
 
Chuck Ferry
Again, we always appreciate our current and long-term shareholders joining us and suppor ng us. And I can see a number of new
shareholders that joined us, and we appreciate your support. Thank you very much.
 
Operator
Before we conclude today's call, I would like to provide Duos’ Safe Harbor statement that includes important cau ons regarding forward-
looking statements made during this call.
 
This earnings call contains forward-looking statements within the meanings of the Private Securi es Li ga on Reform Act of 1995. Forward-
looking terminology such as believes, expects, may, will, should, an cipates, plans and their opposites or similar expressions are intended to
identify forward-looking statements.
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We cau on you that these statements are not guarantees of future performance or events and are subject to a number of uncertain es,
risks and other influences, many of which are beyond our control, which may influence the accuracy of the statements and the projec ons
upon which the statements are based and could cause Duos Technologies Group Inc. actual results to differ materially from those an cipated
by the forward-looking statements.
These risks and uncertain es include but are not limited to those described in the 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 fourth quarter 2022 and full year conference call. You may now disconnect.
 
 
 
 

19
 


