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TRANSMITTAL LETTER

TO: Amendment Section
Division of Corporations

SUBJECT: DUOS TECHNOLOGIES, ING.

DOCUMENT NUMBER: 516048
The enclosed Articles of Amendment and Tee are submitted for flling.

Please return all correspondence concerning this matter to the following:

_ Sharon K. Gray

{Nam¢ of Person}

Trad Profesgional Services, LLC
{(Name of Firm/ Company)

2050 Marconi Prive, Suite 150

{Address)

Alpharetia, GA 30005

(City/ St/ and Zip Code)

Far further information concerning this matter, please call:

Sharon K. Gray at{ 770 Y 777-2081

{Arez Code & Daytime Telephone Number)

{Nname of Parson)

Enclosed is & check for the following amount:

(3 335 Filing Fee 1 $43.75 Filing Fee & £ $43.75 Filing Fee & (I $52.50 Filing Foe
Certificate of Status Certifiad Copy Certificate of Statux
{Additional copy is Certified Copy
enclosed) {Addhional Copy
is ehiclosed)
Maijling Address Street Addresy
Amendment Ssetion Amendment Section
Division of Corporations Division of Corporations
PO, Bax 6327 409 E. Gaines Street

Tallahasses, FL 32314

Tallahasses, FL 32399
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Articles of Amendment
ic
Articles of Incorporation

of
DUOB TECHNOLODGIES, ING.

(Name of corpotation as currently fled with the Florida Dept. of Statc)

= o
2 2
816049 g =2 -
{Drevument mumber of corporation (if kmown) .'!_-::_r‘_f_‘i —~ o,
o 1 =
w o T
Pursuant to the provisions of section 607.1006, Florida Statutes, this Florida Profit Coa;uonxtianf!’nﬁ - "5
adopts the following amondment(s) to its Articles of Incorporation: o =<
-Ti
w T
NEW CORPORATE NAME (f changing): o2 5
224 o
=m
>
{must contain the word “corporation,” "company,” or Mincorporated” o the abbreviation "Carp.,” "Ine.,* or "Co.")
AMENDMENTS ADOFPTED- (OTHER THAN NAME CHANGE) Indicate Article Nurnber(s)
and/or Article Title(s) being amended, added or deleted: (BE 3PECIFIC)

{Attach additionsl pages if necessary)

If an amendment provides for exchangs, reclassification, or cancellation of issucd sharcs, provisions
for implementing the amendment if not contained in the amendment itself (if not applicable, indicate N/A)

Flease see gtiached Cettificate of Designation, Preferencas and Rights of Series A Gonvertible Preferyed
Stock

{continued)
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The date of each amendment(s) adoption: Octeber 6, 2008

Effective date if applicable:

{00 more than 90 dayx after amendment fle date}

Adoption of Amendraernt{s) {CHECK ONE)

[J The smendment(s) was/were approved by the shareholders. The gumber of votes cast for
the amendment{s) by the sharcholders was/were sufficient for approval.

[J The amendment(s) was/were approved by the sharsholdzrs through voting groups. The
Joliowing statemment must be separately pravided jor each voting group entitled to vote
separately on the amendmen!(s):

"The number of votes cast for the amendment(s) was/were sufficient for approval by
(1]

{voting gronp)

¥] The amendment(s) was/were adopted by the board of directors without sharcholder action
and shareholdcr action was not required.

{0 The amondment(s) was/were adepied by the incorporators without sharcholder action and
shareholder action was not required,

S;gncd this 6th d&y of October . 20086

M)_//’—% ~
Signature

{By a divector, president or other officer - if directors or officers have not been
selecied, by an incorporator » if in the hands of o receiver, trustee, or other court
appointed fiduciary by that fidudiary)

Giannf Arcaini
(Typed or printed name of person signing)

President

{Title of person signing)

FILING FEE: $35
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CERTIFICATE OF DESIGNATION, PREFERENCES
AND RIGHTS OF SERIES A CONVERTIBLE PREFERRED STOCK
{rio par valug)
of
DUOS TECHNOLOGIES, INC.

a Florida Corporation

Pursuant to Section §07.0602 of the
Florida Business Corporation Act

Duos Technologies, Inc., a corporation organized and existing under the laws of the State
of Florida (the “Company™), by iis President and Secretary, does hereby certify that, pursuant to
authority conferred wpon the Board of Directors of the Company (the “Board of Directors™) by
Article TV of the Amended and Restated Articles of Incorporation of the Company, authorizing a
class of 100,000 ghares of preferred stock of the Company, the Board of Directors, at a meeting
held on June 29, 2006, hes duly adopted resolutions providing for the Isguance ont of such cless
of a series of up to 60,000 shares of Series A Convertible Preferred Stock at an issuance price of
5100 per share (the “Origingl Purchase Price™ and setting forth the voting powers, designation,
preforences and relative, participating, optional and other special rights, and the qualifications,
lunitations and restrictions thereof, which resolution is as follows:

RESOLVED, that 2 series “A™ of the vlass of authorized preferred stock, no par value, of
the Company is hereby created apd thai the designations, powers, preferences and relative,
participating, optional or other special rights of the shares of such sedes, and qualifications,
Limitations ot restrictions therecf, are hereby fixed as follows (this instrument hereinaficr
referred to as the “Designation™):

1. Number of Shares and Designations, 60,000 (Seventy Thousand) shares of the

preferred stock, no par valve, of the Company are hereby constituted as a series of prefarred
stock designated s Series A Conyertible Preferred Stock {the “Series A Preferred Stock™).

2 Rank. The Seriea A Freferred Stock shall rank: (i) jundor to sny other class or
series of cepital stock of the Company hereafler oreated specifically ranking by its terms senior
to the Seriey A Preferred Stock (the “Senior Securities™); (i) senior to 2ll of the Company’s
common stock, $0.0001 par valuc per share {the “Common Stock™), and any class or series of
capital stock of the Company hercafter created not specifically ranking by its terms sendor to ot
on parity with the Series A Preferred Stock (collectively, with the Common Stock, “humior
Securities™); and (iii) on parity with any class or serics of capital slock of the Company hereafier
created specifically rauking by ity terms on parity with the Series A Preferred Stock (the “Parity
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Securities™), in each case as to the distribution of assets upon liquidation, disschition or winding
up of the Company.

3, Dividend Provisions. Subject to the rights of any other series of Preferred Stock
that may from time to time come into existence, the holders of shares of Serjes A Preferred Stock
shall be entitled to receive: (i) cumulative dividends at the rate of 8% per anmum (the “Dividend
Rate™), payable in cash ecither (2} when, &8 and if declercd by the Board of Directors or (b) upen
any exercise of the Put Option (pursuert to Section 7), any such cumulative dividend being prior
to and in preference to any declaration or payment of any distribution on the Common Stock or
other Junior Becurities of the Company, and such cumulative dividends acoruing on each share
of Series A Preferred Stock frow day to day from the initial issuance thereof, whether or not
there are funds legatly available for payment of dividends or such dividends rre camed or
declared, so that if such dividends with respect to any previous dividend period have not been
paid on, or declared and sct apart for, all shares of Series A Preferred Stock at the time
outstanding, any deficiency shall be fully paid on or declared and set apart for, such thaves
befors any distribration. shall be paid on, or declared and set apart for, the Common Stock or other
Junior Securities of the Compatty; and (i1} such other dividends, when, as and if declared by the
Board of Directors, out of any assets legally available therefor, ratably with any declaration or
payment of any dividend with bolders of the Common Stock or other Junior Securities of the
Company, based on the munber of shares of Common Stock into which sach share of Series A
Preferred Stock is then convertible, For purposes hereof, unless the context otherwise requires,
“distribution” shall mean the transfer of cash or praperty without consideration, or issuance of
indebtedness, whether by way of dividend or otherwise, payable other than in Common Stock, as
2 dividend on any class or series of capital stock of the Company on the repurchase or
redemption of sharcs of capital stock of the Company (other than repurcheases of Common Stock
held by employecs of the Company upon termination of their employment pursuant to
agreements providing for such repurchase) for cash or property or as a payment by the Company
in liquidation of all or = portion of it3 assets.

4 I iquidation Pref

A Upon any Liquidation (as defined below), the holders of record of the
ghares of the Serics A Preferred Stock shall be entitled to receive, immediately after any
distributions to Senior Secwrities required by the Amended and Restated Asticles of
Incorpotation of the Company and any certifieate(s) of designation, powers, praferences and
rights, and before and in preference to any distribution or payment of assets of the Company or
the proceeds thereof mey be made or sot apart for the holders of Funior Securities, an amount per
share in cash equal to $150 (the “Series A Liquidation Preference™). If, upon such Liquidation,
the assets of the Company available for distribution to the bolders of Series A Preferred Stock
and any Parity Securities shall be insufficient to permit payment in full to the holders of the
Series A Preferred Stock and Parity Securities, then the cntire assets and funds of the Company
legally available for distribution to such holders and the holders of the Parity Securities then
outstanding shall be distributed ratably among the holders of the Series A Preferred Stock and
Parity Sceurities based upon the propottion the total amount distributable on each share upon
Liquidation bears to the aggregate amourt available for distribution on a1l shares of the Series A
Preferred Stock and of guch Parity Secutitics, if any. Tho Initial Closing Date. shiall be the date
on which the initial closing of the Privaie Placement ocours,

NY496693.5 2
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B. For purposes of this Section 4, & Liquidation shall mean (i} a dissolution or
winding up of the Corapany, whether voluntary or involuntary; (i) an injtial public offering or
reverse merger {(other than a Qualified Fublic Offering, as defined in Section 6B); (iii) a sale of
gll or substantially all of the assets of the Company; {iv) a consolidation or merger of the
Companry with or into any other corporation or corporations in which the holders of the
Company’s outstanding securities immediately before such consclidation or merger do not,
immediately after such consolidation or merger, retain securities representing a majority of the
voting power of the surviving corporation of such consolidation or merger; and (v) an acquisition
of 50% or more of the Company’s voting capital stock by a single persen or a group as defined
in Rule 134-5 mder Seouriies Exchange Act of 1934, as amended (the “Exchangs Act™), except
in the case of clauses (iii) or (iv), (a) in the event that in such a transaction, the holders of the
Scries A Preferred Stock receive securities of the surviving corporation having substantially
similar rights as the Serics A Preferved Stock, or (b} in the event such transaction involves the
formation of a holding compary or constitutes an internal reorganization or classification, The
acquisition of the Company’s voting capital stock in connection with or pursuant to the

.conversion and/or exercise of the securities underlying the units issued in the private placement
in connection with which this Designation was filed (the “Private Placement”) shall not be a
Liguidation.

c, Other than as required by Section 4A, holders of the Series A Preferred
Stock shall not be entitled to distributions upon a Ligquidation.

5. Redemption. The Serics A Preferred Stock is not redesmable cxcept s set forth
in Bection 7 hersof,

8, Cogyversion, The holdets of the Series A Preferred Stock shall be convertible into
Common Stock as Iollows;

A. tion nversion. Bach shere of Serfes A Preferred Stock shall be
canvertible, at the option of the holder thercof, at any time afier issuance at the office of the
Compsny or apy transfer agent for such stock, or if there is nons, then at the office of the transfer
agent for the Common Stock, or if there is no such transfer agent, at the principal executive
office: of the Company, into that number of fully paid and non-assessable shares of Commeon
Stock determined by dividing (i) the product of (a) the number of shares Series A Preferred
Stock and (b) the Original Purchase Price plus accrued and unpaid dividends by (if) the
conversion price in effect st the time of conversion (the “Conversion Price”), determined as
hereinafter provided, The Conversion Price shall initially be equal to $4.46, but shall be subject
to adjustment as set forth in Section 6D. The shares of Common Stock to be issued upon such
conversion are herein referved to ag the “Conversion Shares.”

B. Automatie Copversion by the Company. The onistanding shares of Serfes
A Preferred Stock shall avtomatically convert into Commeon Stock at the Conversion Price then
in effect upon either:

63] The constmmation of a Qualified Public Offering; or

NY496693.5 3
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(ii) At any time after the Company becomes a reporting company
pursuant to the Exchange Act (other than pursuant io a Qualified Public Offering) if (=) for
twenty (20) consecutive trading days ending within five days of each notice to the holders of
convergion (the “20-day trailing period”) the closing bid price per share of the Common Siock
has equaled or exceeded 300% of the then Conversion Price; (b) the Common Stock ig then
trading on the Nasdaq SmallCap, Nasdagq National Market or a national securities exchange; and
{c) either (X) 4 registration statement covering the resale of the Conversion Shares has been
declared effective by the Securities and Exchange Commission (the “SEC™) and remains
effective or (Y all of the Conversion Shares are eligible for regale pursuant to Rule 144(k) under
the Seowrities Act of 1933, as amended (the “Securities Act™).

A “Qualified Pablic Offering” shall mean an initial public offering or other transaction
which results in the Company becoming 2 reporting company pursuant to the Exchange Act,
such 83 a reverse merger provided the Company raises gross proceeds in excess of $20,000,000
&t an initial per share purchase price in excess of $13.38, subject to adjustment for stock splits
and sitailar eventy,

C.  Mechanics of Copversion.

D Yoluntery Conversion. Befors any holder of Series A Preferred
Stock shall e entitled 1o convert the same into shares of Commnon Stock pursuant (o the

provisions of Section 6A hereof, such holder shail surrender the certificate or cettificates
therefor, duly endorsed, at the office of the Company or of any trangfer agent for the Series A
Preferred Stock, and shall give written notice to the Company at its principal corporate office, of
the election to convert the same and shall atate therein the name or names in which the certificate
or certificates for shares of Commmen Stock are to be issued. The Company shall, as soon as
practizable thereafter, jssue and deliver to such holder of Series A Preferred Stock, or to the
nominee or nominees of such holder, & cettificate or cortificates for the number of shares of
Common Stock to which such holder shall be entitled a3 aforesaid. Such conversion ghall be
deemed to have been made inumediately prior to the close of business on the dete of such
surtender of the Conversion Shares, and the person or persons entitled to receive the shares of
Common Stock issusble upop such conversion shall be froated for all purposes ss the record
holder or holders of sueh shares of Common Stock as of such date.

{it) Automatic Conversion. In the event of 2 conversion pursuant to the
provisions of Section 6B, the Company shall deliver to each such holder nt its address appearing
on the records of the Company a written notice of the imminent conversion of the shares (the
“Conversion Notice™), requesting swurrender of the holder’s certificate or certificates therefor for
capcellation and written instructions regarding the registration and delivery of & certificats for
the Convergion Shares. In the event the holder receives a Conversion Motics, the holder shell be
reqguired to surrender such certificate or cettificates for the shares for cancellation within five
business days of the Conversion Notice (the “Conversion Date™), but the fajlure of the holder go
to surrender the certificates shall not affect the conversion of the shares into Conversion Shares,
provided that if the certificatc or certificates are not surrendered, an affidavit of lost certificate(s)
shall be provided. No holder of the shares shall be entitled upon conversion of such shares to
have the Conversion Shares registered in the narmpe of another person or entity without first
complying with all applicable restrictions on the transfer of the sharss, In the event the holder

NY496693.5 4
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does not provide the Company with written instructions regarding the regisiration and delivery of
certifioates for the Conversion Sharss, the Company shall issue such shares in the name of the
holder and shall forward such certificates to the holder at its address appearing on the records of
the Company. The pexson eatitled to receive the Conversion Shares shall be deemed to have
become the holder of record of such Conversion Shaves at the close of business on the
Conversion Date and the person entitled to receive & share certificate for the Conversion Shares
shall be regarded for alf corporate purposes after the Conversion Date as the record helder of the
number of Conversion Shares to which it is entitled upon the conversion. The Company may
rely on record ownership of the shares for all corporate purposes, notwithstanding any contrary
notice.  Affer the Conversion Date, the certificates shall, until swrrendered to the Company,
represent the right to receive the Conversion Shares through, but excluding the Conversion Date.

n. Copversion Price Adiustments. The Conversion Price of the Beries A
Preferred Stock shall be subject to adjustmuent from time to time as set {orth below.,

) In case the Company shall hereafier (2) declare a dividend or maks’
a distribution oxn its outstanding shares of Conuuon Stock in shares of Commen 3tock, (b)
subdivide or reclassify its oulstanding shares of Cormmon Stock Inlo a greater mumber of ghares,
or (¢} combive or reclassify its outstanding shares of Comrpon Stock inte a smaller number of
shares, the Conversion Price in effect at the time of such dividend or distribution or of the
effective date of such subdivizion, combination or reclassification shall be adjusted so that it
shall equal the price determined by multiplying the Conversion Price by a2 fraction, the
dencminator of which shall be the number of shares of Commoon Stock cutstanding alter giving
effect to such action, and the numerator of which shall be the number of shares of Common
Biock outatanding imrnediately prior to such action. Such adjustment shall be made suecessively
whenever any event listed above shall occur.

(i)  Subject {o the provigions of Subsection (ix) below, in case the
Company shall §ix a record date for the issvance of rights or warrenis to all holders of its
Common Stock entitling them io subszeribe for or purchase shares of Common Stock (or
securities convertible into Comion Stock) at a price {the “Subscription Price™) {or having a
conversion price per share) less than the Conversion Price on such record date, the Conversion
Price shall be adjusied so that the ssme shall equal the price determined by multiplying the
Conversion Price in effect immaediately prior to the date of issuance by a fracHon, the aumerator
of which shall be the sien of the (X) mumber of Common Stock Equivalents Cutstanding on the
record date mentioned below and (Y) the number of additional shares of Common Stock which
the aggregate offering price of the total number of shares of Common Stock so offered {or the
sggregate conversion price of the convertible securitiss 8o offered) would purchase at the
Conversion Price in effect fimmediately prior to the date of such issuance, and the denominator of
which ghall be the sum of () the nomber of Common Stock Equivalents Outstanding on the
record date mentioned below and (Y} the number of additional shares of Comumon Stock offered
for subscription or purchase (or into which the convertible securities so offered are convertible).
For purposes of this Section, “Common Stock Equivslents Quistanding” shall mean the number
of shareg of Common Stock that is egual to the sum of (1) all shares of Common Stock of the
Company that arc cutstanding at the time in question, plus (2) all shares of Common Stock of the
Company issuable, direcily or indirectly, upon conversion of all shares of preferred stock or
other stock or other securities convertible inte or exchangeable, directly or indirectly, for shares

NY496653.5 . 5
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of Common Stock without the payment of additional consideration (“Convertible Securitias™)
that are ontstanding at the time in question. Such adjustment shall be made succsssively
whenever such rights or warrants are issued and shall become cffective immediately after the
record date for the determination of shareholders entitled to receive such rights or warrants; and
to the extent that sharcs of Common Stock are not deliversd (or securities convertible into
Common Stock are not delivered) after the expiration of such rights or warrants the Conversion
Price shall be readjusted to the Conversion Price which would then be in effect had the
adjustments made upon the issuance of such rights or warrants been made upon the basis of
delivery of only the munber of shares of Commeon Stock (or secutities convestible into Common
Stock) actnally delivered,

(1) In case the Company shall hereafier distribute ta the holders of its
Common Stock svidences of its indebtedness or assets (excluding cash dividends or distribntions
and dividends or distributions referred to in Subsection (i) above) or subscription rights or
warrante (excluding those referred to in Subsection (ii) sbove), then in each such case the
Conversion Prica in effect therestfier shall be determined by multiplying the Conversion Price in
effect immediately prior thereto by a fraction, the pumerator of which shall be (X) the total
number of Common Stock Equivalents Outstanding multiptied by the current market price per
share of Common Stock, Jass (Y the foir market value (a8 determined by the Board of Directors)
of said assets or evidences of indebtedness so distributed or of such rights or warrants, and the
denominator of whicl shall be the total number of Comimon Stock Equivalents Cutstanding
multiplied by such current market price per sbare of Common Stock, Such edjustment shall be
made succesgively whenever such 4 record date is fixed. Such edjustment shell be made
whenever any such distribution is made and shall become effective immediately after the record
date for the determination of shareholders entitled to receive such distribution.

{iv) Subject to thce provisions of Subsection (ix) below, in case the
Company shall hereafter issue shares of iz Common Stock (excluding shares {a) issned in any of
the transactions described in Bubsections (i), (if) or (v), (b) issued to shareholders of any
corporation wiich merges into the Company in proportion to their stock holdings of such
corporation immediately prior to such merger, upon such merger, (¢) issued in a bona fide public
offering pursnant to a frm commitment underwriting, (d) issued in comnection with an
acguisition of & business or technology which has been approved by a mejority of the Company’s
non-employes directors, {e) issued In connection with the payment of interest or dividends with
regpect (o any securities jssued to investors or placement agents and/or their designees in
connection with the Private Placement or upon conversion or exercise of such scouritics, or (£}
issued upon axercise of options, wartants, corrvertible securitieg and convertible debentures) for a
consideration pet share (the “Offering Price”) less than the Conversion Price, the Conversion
Price shall be adjusted immediately thersafier so thet it shall equal the price determined by
multiplying the Conversion Price in effect immediately prior to the date of issuance by a fraction,
the numerator of which shall be (X) the number of Common Stock Egquivalents Outstanding
immediately prior to the issuance of such additionsl shares and (Y) the number of shares of
Common Stock which the asggregate consideration reccived (determined ss provided in
Subsection (vii} below) for the issuance of such additional shares would purchese at the
Conversion Price in effect immediately prior to the date of such issuance, and the denominator of
which shall be the number of Common Stock Equivalents Ouistanding immediately after the
issuavce of such additional shares. Such adjustment shall be made successively whenever such

NYA495593.5 R ] 6
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an issuanos is made, and to the extent that shares of Common Stock {or securitics convertible
into Common Stock), expire, are cancelled or are redeaned afier their issuance, the Conversion
Price shall be readjusted to the Conversion Price that would then be in sffeet had the adjustments
made wpon the issvance of convertible securities been made upon the basis of delivery of only
the number of shares of Common Stock (or securities convertible into Common Stock) sctually
issued.

(v} Subject fo the provisions of Subsestion (ix) below, in case the
Company shall hereafler iggue any secvrities convertible into or exarcisable or exchangeable for
its Common Stock {sxchuding (a) securities issued in fransactions described in Subsections (ii),
(iii) and (iv)(a) through (1), (b) options granted to the Company’s officers, directors, employees
and consultants under a plan or plans adopted by the Board of Directors, if such options would
otherwisc be included in this Subsection (V) (but only to the extent that the sggregate number of
shares jssughle upon conversion of the options excluded hereby and issued after the date hereof,
shall not exceed 5% of the Common Stock outstanding, on a fully diluted basis, at the time of
any issuance unless such excess issuances are approved by the non-employee members of the
Board of Directors or by a committes compriscd of a majotity of non-employec directors) and
{c) options, warrants, convertible securitics and convertible debentures cutstanding as of the date
hereof or upon issuance, or subsequent cxercise or conversion of, ar in connection with the
paymoent of in kind interest or dividends with respect to, any securities issued to investors or the
plasement agents and/or their degignees in connection with the Placement or wpon conversion or
exercizse of such securiiies) for a considerstion per share of Common Stock {the “Exchange
Price™) initially payable and thercafter deliverable upon conversion, exercise or exchange of such
securities (determined as provided in Subsection (vil} belaw) less than the Conversion Price, the
Conversion Price shall be adjusted immediately thereafier so that it shall egual the price
determined by multiplying the Conversion Price in effect immediately prior to the date of
issuance by a fection, the rumerator of which shall be the som of (X the number of Common
Stock Equivalents Quistanding immediately prior 1o the issuance of such scouritics and (YY) the
pumber of shares of Common Stock which the sgpregate consideration received (determined as
provided in Subsection (vii) below) for such securities would purchase at the Conversion Price in
effect inmediately prior to the date of such issuvance, and the denominator of which shall be the
gum of (X) the number of Coemmon Stock Equivalents Qutstanding immediately prior to the
issuance of such securitics and (Y) the maximmm number of shares of Common Stock
deliverable upon conversion of or in exchanges for such scourities at the initial conversion or
cxchange price oy rate. Such adjustment shall be made successively whenever such en issuance
is made; and to the extent that shares of Common Stock are not delivered after the expiration of
such securitiss the Conversion Price shall be readjvsted to the Conversion Price which would
then be in effect had the adjustiments made upon the issuance of such sceuritiss beent made upon
the basis of delivery of only the number of shares of Common Stock actually delivered,

{vi} No adjustment in the Conversion Price shail be required unless
such adjustrnent would require an increase or decrease of o least five conts ($6,05) in such price;
provided, however, that any adjustments which by reason of thig Section 61 are not reguired to
be made shall be sarried forward and taken info sceount in any subsequent adjustment reguired
to be made hereunder.

NY496693.5 7
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(vii) For purposes of any computation respecting consideration received
pursuant to Subsections (iv) and (v} above, the following shall apply:-

(@)  In the case of the issuance of shares of Common Stock for
cash, the consideration shall be the amount of such cash, provided that in no case shall any
deduction be made for any commissions, discounts or other expenses incurred by the Company
for any undervwriting of the issue or otherwise in copnection therewith;

{b) In the case of the issuance of shares of Common Stock fora
consideration in whole or in part other than cash, the consideration other then cash shall be
deemed to be the fair market value thereof as deiermined in good faith by the Board of Directors
(irrespective of the accounting treatment thereof), whose determination shall be conclusive; and

(¢) In the case of the issuance of securities convertible into or
exchangeable for shares of Common Stock, the ageregate consideration received therefor shall
be deemed to be the cotsideration received by the Company for the issnance of such securities
pluz the additional minirmum consideration, if any, to be received by the Company upoen the
conversion or exchange thereof (the consideration in sach case to be determined in the same
manner as provided in clauses (a) and (b) of this Subsection (vii).

{viii} All calculations nnder this Section 6D shall bs mads to the nearest
cent or to the nearest one-hundredih of a share, ay the case may be. Anything in this Section 6D
1o the contrary notwithstanding, the Company shail be entitled, but shall not be required, fo meke
such changes in the Conversion Price, in addition to those required by this Section 6D, as it shall
determine, in its sole discretion, to be advisable in wider that any dividend or distribution in
shares of Common Stock, or any subdivision, reclassification or combination of Commeon Stock,
hereafter made by the Company shall not resnlt i any Federal Income tax Hability to the holders
of Common Stock or securities convertible into Commeon Stock (including the shares of Serics A
Preferred Stock and the warrants issuable in connection therewith).

(ix)  Notwithstanding the provigions of this Section 6D, in the event that
the Company shall (X) at any time prior to the first anmiversary of the Initial Closing Date issue
securities under Subsections (if), (iv} or {v) (but subject to the exemptions specified thersin)
Laving a Subscription Price, Offering Price or Exchange Price less then the Conversion Prics
(whether initially or due to provisions in such securities requiring price reductions solely a5 2
result of the passage of time), or {Y) at aty time issus to any officer, director or holder of 5% or
more of the Company's outstanding capital stock securities under Subsections (ii), (iv) or {v)
(ut subject to the exemptions specified therein) having a Subscription Price, Offering Price ot
Exchange Price less than the Conversion Price (whether initially or due to provisions in such
securities requiring price reductions solely as a result of the passage of time)then the Conversion
Price shall be immediately reset to egual such lower Subscription Price, Offering Price or
Exchange Price.

{(x} In the event that at any time, as 2 result of an adjustment madc
pursuant to Subsection (i) above, the holder of the ghares of Series A Preferred Stock thereafter
ghall become entitled to receive any shares of the Company, other than Common Stock,
thercafler the number of such other shares so reselvable upon conversion of the Series A
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Preferred Stock shall be subject to adjustment from time to time in a manner and on terms as
nearly equivalent as practicable to the provisions with respect to the Comimon Stock contained in
Subsections (1) to (ix), inclusive above.

{xi) In case of any reclassification or capital reorganization, or in case
of any consolidation or merger of the Company with or into another corporation (other than 2
reerger with a subsidiary in which merger the Company is the continuing corporation and which
does not result in any reclassification or capital reorganization) or in case of any sale, lease or
conyeyance to another corporation of the property of the Company as an eniirety, the Company
shall, as & condition precedent to such transaction, cavse effective provisions te be made so that
the holder of the Series A Preferred Stock shall kave the right thereafier upon conversion of the
shares of Serics A Preferred Stock in accordance with the provisiong of this Section 6D, to
purchase the kind and amount of shares of stock and other securities and property receivable
upon such reclassification, capital reorganization, consolidation, merger, sale or conveyance by a
helder of the number of shares of Common Stock which might have been reecived upon
conversion of the Seriss A Preferred Stock immediately prior to such reclassification,
consolidation, merger, sale or conveyance. Any such provision shall include provision for
adjusiments which shall be as pearly equivalent as may be practicable to the adjustments
provided for in this Degignation. The Company shall not effect any such consolidelion, merger,
gale, transfor or other disposition, unless prior to or simultaneously with the consummeation
thereof the successar corporation (if other than the Company) resulting from such consolidation
of merger or the corporation purchasing or otherwise acquiring such properties shall assume, by
written instrument executed and mailed or delivered to the holder of the Seriss A Prefetred Stock
ut the last address of such holder appearing on the books of the Company, the obligation fo
deliver to such holder such shares of stock, securities, cash or propertics 88, in accordance with
the foregoing provisions, such holder may be entitled to acquire. The above provisions of this
paragraph shall similarly apply to successive reorganizations, reclassifications, consolidations,
mcrgors, sales, iransfers or other dispositions.

(xil) The Company shell promptly give written notice of any sdjustment
under this Section 6T to Commonwealth Associates, LP. and each holder of the Series A
Preferred Stock,

B Bepervation of Shares. The Company shall at all times reserve and kesp
available, ouwt of ils muthorized bt unissued shares of Comumon Stock or out of shares of
Common Stock held in its freasury, solely for the purpose of effecting the conversion of the
shares of the Series A Preferted Stock, the full munber of shares of Commaon Stock deliverable
upon the conversion of all shares of the Serics A Preferred Stock from time to time outstanding.

F.  Frgslional Shares.

(i) If the number of shares of Common Stock issuable upon the
conversion of Series A Preferred Stock is adjusted pursuant fo Section 6D hercof, the Compeny
shall novertheless not be required 1o issue Factions of shares, upon conversion of the Series A
Preferred Stock or otherwise, or to distribuie certificateg that evidence fractional shares. With
respect to any fraction of a share called for upon any conversion hercof, the Company shall pay
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to the holder an amount in cash equal to such fraction multiplied by the current market value of
such fractional share, determined in accordance with Subsection (ii).

_ (i)  For the purpose of any computation under Subsection (i} above,
the current market price per share of Common Stock on fhe Conversion Date shall be determined
as follows:

(a8) If the Common Stock is listed on a national securities
exchange or admitted to unlisted trading privileges on such exchange or listed for trading on the
Nasdaq Stock Market, the current market valne of the Common Stock shall be equal to the
average of the closing prices for the 10 consecutive fading days immediately prior to the
Conversion Date (the “10-day Period™) on such exchange or market on such trading day or if no
such sale is made on such day, the average closing bid and asked prices for the 10-day Period on
such exchange or market;

(b)  If the Common Stock is not so listed or admitted to unlisted
trading privileges, bul is traded in the over-the-counter market, the current market value shall be
the mean of the average of the last reporied bid and asked prices reported by the National
Quotation Bureay, Inc. for the 10-day Period ; or

(¢)  If the Common Stock is not so listed or admitted to unlisted
trading privileges and bid and asked prices are not so reported, the current market value shall be
an amount, not less than book value thereof as at the end of the mwost recent fiscal year of the
Company ending prior 10 such business day, determined in such reasonable manner as may be
prescribed by the Board of Directors.

G. Taxes, Bic. The Company will pay any documentary, stamp or similar
taxes thet may be payable in respect of any issue or delivery of shares of Common Btock on
conversion of sharecs of the Series A Preferred 3iock. However, the Company shall not be
required to pay any tax which may be payable in respect to any transfer involved in the issue and
delivery of shares of Common 3tock upon conversion in & name other then that in which the
ghares of the Series A Preferred Stock so converted were rogistered, end no such issue or
delivery shall be made unless and unti] the person requesting such issue or delivery has paid fo
the Company the amount of any such tax, or has established, to the satisfaction of the Company,
that such tax has been paid.

H. Asaugnees. The Company will not, by amendment of its Certificaie of
Incorporation, as amended, or through any reorgenization, recapitalization, transfor of agsets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntery action, avoid
or seek to avoid the observance or performance of auny of the terms to be observed or performed
hereunder by the Compsny, but will at all times in good faith assist in the carrying out of el the
provisions of this Bection ¢ and in the taking of all such saction as may be necessary or
appropriate in order to protect the conversion rights of the holders of the Serles A Preferved
Stock against impairment.
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L Reissuance. No shares of Series A Preferred Stock which have been
gonverted to Commmon Stock shall be refsaued by the Company, provided, however, that any such
share, upon being converted apd canceled, shall be restored to the stetus of an authorized but
unissued share of proforred stock without designation as to series, rights or preferences and may
thereafter be issued as a share of preferred stock not designated as Series A Preferred Stock.

7. PutQOplion.

A. In the event that a Liquidity Event (83 defined below} hes not occurred on
or before the three year anniversary of the Initial Closing Date, the holders of a majority of the
then outstanding Serivs A Preferred Stock shall bave the right, upon written notification fo the
Company (the “Put Notice™), to force the Company to redeem their shares of Series A Preferred
Stock, for cash, st a price per share equal to the Original Purchase Price together with accrued
and unpnaid dividends through the date of the Put Notice.

B, A, “Liguidity Event” for the purposes of this Section 7 shall mean either (i)
the Common Stock is trading on the Nasdag SmallCap, Nasdagq National Market or a national
securities exchange and a registration statement covering the resale of the Conversion Shates has
been declared effective by the SEC and remains offective or the Conversion Shares are eligible
for resale pursuant to Rule 144(k) under the Securities Act; or (if) all or substantially all of the
assets or stock of the Company having been sold in exchange for cash and/or socuritics are {reely
tradable as set forth in Subgection (3} or will become freely tradable within six months after the
issuance date of yuch securitics. :

C. The Company shall make the payrents required under this Section 7 no
later then five (5) business days following receipt of the Put Notice,

8. Yoling Rights,

A in addition to any other rights provided for herein or by law, the holders of
Series A Preferred Stock shall be entitled o vote, together with the holders of Common Stock a5
one class, on all matters as to which holders of Common Stock shall be entitled to vote, in the
same manner and with the same effect as such Comwmon Stock holders. In any such vote each
ghare of Series A Preferred Stock shail entitle the holder thereof to the number of votes per share
that equals the pumber of whole shares of Common Stock into which ¢ach such share of Series A
Preferred Stock is then convertible, caleulated to the nearest whole share.

B. The consent of the holders of a majority of the then cutstanding Series A
Preferred Stock, voting ss one class, either expressed in writing or at & meeting called for that
purpose, shall bo necessary to repeal, amend or otherwise change this Designation or the
Company’s Amended and Restated Articles of Incorporation, in a manner which would alter or
change the powers, preferences, rights, privileges, rastrictions and conditions of the Series A
Preferred Stock so as to adversely affect the Series A Preferred Stock. Furthermore, the
affirmative vote of holders of a majority of the then ocutstanding shares of Scries A Preferred
Stock shall be entitled to authorize any waivers or consents with respect to the Seriss A Preferred
Stock, including, but not limited to, waivers with respect to any restrictive covenants or anti-
dilution or convetsion provisions, thereby binding all holders of Series A Preferred Stock
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c Each ghare of the Series A Preferred Stock shall entitle the holder thereof

to one vate on sl matters to be voted on by the holders of the Seriss A Preferred Stock, as et .

farth above,

D.  Inthe event that the holders of the Series A Preferred Stock are required to
vote as & class on any other matter, the affirmative vota of holders of not less than fifty percent
{50%) of the onistanding shares of Serics A Preferred Stock shall be required 1o approve each
such matter to be voled upon, and if sny maiter is approved by such reguisitc percentage of
holders of Series A Preferred Stock, such matier ghall bind all holders of Series A Preferred
Stock,

2. Miscellaneous,
A There i no sinking fond with reepect to the Serics A Preforred Stock.

B, The shares of the Series A Preferred Stock shall not have any preferonces,

voting powers or relative, participating, optional, proemptive or otber spectal rights except as sct
forth above in this Dosignation and in the Amended and Restated Articles of Incorporation of the
Company.

C. The holders of the Scries A Preferred Stock shall be entifled to receive all
communications sent by the Company to the holders of the Common Stock,

™ WITNESS WHEREOF, Duos Technologies, Inc. has caused this Designation {o be
executed this 6th day of Ocicber, 2006,
' DUCS TECHENOLOGIES, INC,
M*_/"—_‘{/ 4
By:
Name: Gianni Arcaini
Title: President

Attegty

By% r]?.ﬂ/x:"-(};: B - o
Yo Piatigels
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