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ARTICLES OF AMENDMENT o I
TO ™ .
AMENDED AND RESTATED ARTICLES OF INCORPORATION A il
OF DE
DUGS TECHNOLOGIES, INC. E =3

Pursuant to the provigions of Section 6071008, Florida Statutes, this Florida profit

corporation adopts the following Articles of Amendment to its Amended and Restated Articles of
Incarporation:

FIRST:

SECOND:  Paragraph (a) of Article (V of the Amended and Restated Articles of Incorporation
of Dues Technologiss, 'ng. is hereby amended In its entirety to read as follows:

The name of the corporation is Duos Technologies, inc.

“{a) Authorized Capital. Tha total number of shares of all classes
of stock which the corporation shail have authority to issue is fiftean million
(15,000,000) shares of stock, consisting of fourteen million five hundred
thousand (14,500,000} shares of common stock, with no par valua
{"Common Stock™, and five hundred thousand (500,000) shares of

preferred stock, with no par value (“Preferred Steck”).”
THIRD: The date of this Amendment’s adoption is ;/ , {’/ , 2008.

FOURTH: This Amandmant was adopted by the Board of Directors and shareholders of this
corporation, The number of votes cast by the shareholders was sufficient for approval.

Signed this f'lf day ofD‘M-" , 2008.

DUOSTECHNOLOGIES, INC.

“Giahmi B. Arcaini
President
SGRIAX120050,1
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CERTIFICATE OF DESIGNATION, PREFERENCES
AND RIGHTS OF SERIES B CONVERTIBLE PREFERRED STOCK
(no par value)
of
DUOS TECHNOLOGIES, INC,
a Florida Corporation

Pursuant to Section 607.0602 of the
Florida Business Cotporation Act

Duos Technologies, Inc., a corporation organized and existing under the laws of the State
of Florida (the “Company™), by its President and Secretary, does hereby certify that, pursuant to
authonty conferred upon the Board of Directors of the Company (the “Board of Directors™) by
Article IV of the Amended and Restated Articles of Incorporation of the Company, as amended
(the “Articles of Incorporation™), authorizing a class of 500,000 shares of prefarred stock of the
Company, the Board of Directors, has duly adopted resolutions providing for the issuance out of
such class of a series of up o 100,000 shares of Series B Convertible Preferred Stock at an
issuance price of $100 per share (the “Original Purchase Price”) and sening forth the voting
powers, designation, preferences und relative, participating, optional and other special rights, and
the qualifications, limitations and restrictions thereof, which resolution is as follows:

RESOLVED, that a series “B” of the class of authorized preferred stock, no par value, of
the Company is hereby created and that the designations, powers, preferences and relative,
participating, optional or other special rights of the shares of such series, and qualifications,
limitations or restrictions therecf, are hereby fixed as follows (this instrument hereinafter
referred to as the “Designation™):

1, Number of Sbares and Designations. One hundred thousand (100,000 shares of

the preferred stock, no par value, of the Company are hereby constituted as a series of preferred
stock designated as Series B Convertible Preferred Stock (the “Series B Preferred Stock™).

2 Rank. The Series B Preferred Stock shall rank: (i) junior to any other class or
scrics of capital stock of the Company hereafter created specifically ranking by its terms senior
to the Series B Preferred Stock (the “Senior Securities™); (ii} senior (0 all of the Company’s
common stock, $0.0001 par valus per share (the “Common Stock™), and any class or series of
capital stock of the Company hereafter created not specifically ranking by its terms senior to or
on parity with the Series B Preferred Stock (collectively, with the Common Stock, “Junior
Securities™); (iii) on parity with the Company’s Series A Convertible Preferred Stock (the |
“Series A Preferred Stock™); and (iv) on parity with any class or series of capital stock of the
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Company hercafier created specifically ranking by its terms on parity with the Series B Preferred
Stock (together with and including the Series A Preferred Stock, the “Parity Securities”), in each
case as to the distribution of assets upon liguidation, dissolution or winding up of the Company.

3, Dividend Provisions. Subject 1o the rights of the Series A Preferred Stock and the
rights of any other scries of Preferred Stock that may from time to time come into existence, the
holders of shares of Series B Preferred Siock shall be entitled to receive: (i) cumulative
dividends at the rate of 8% per annum (the “Dividend Rate™), payable in cash, when, as and if
declared by the Board of Direclors, with any such cumulative dividends being prior to and in
preference 1o any declaration or payment of any distribution on the Common Stock or other
Junior Securities of the Company and accruing on each share of Series B Preferred Stock from
day to day from the initial issuance thereof, whether or not there are funds legally available for
payment of dividends or such dividends are earmned or declared, so that if such dividends with
respect to any previous dividend period have not been paid on, or declared and set apart for all
shares of Series B Preferred Stock at the time outstanding, any deficiency shall be fully paid on
or declared and set apart for such shares before any distribution shall be paid on, or declared and
set apart for the Common Stock or other Junior Securities of the Company; and (ji) 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 holders of the Common
Stock or other Junior Securities of the Company, based on the number of shares of Common
Stock into which each share of Series B Preferred Stock is then convertible, For purposes
hereof, unless the context otherwise requires, “distribution” shall mean the transfer of cash or
property without consideration, or issuance of indebiedness, whether by way of dividend or

. otherwise, payable other than in Common Stock, as a dividend on any class or series of capital
stock of the Company on the repurchase or redemption of ghares of capital stock of the Company
(other than repurchases of Common Stock held by employees of the Company upor 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 a portion of its assats.

4. Liquidation Preference.

A.  Upon any Liqudation (as defined below), the holders of record of the
shares of the Series B Preferred Stock shall be entitied to reccive, immediately after any
distributions to Senior Securities required by the Articles of Incorporation of the Company and
any certificate(s) of designation, powers, preferences and rights, and before and in preference to
any distribution or payment of assets of the Company or the proceeds thereof may be made or set
apart for the holders of Junior Securities, an amount per share in cash equal to $150 (the “Series
B Liquidation Preference™). If, upon such Liquidation, the assets of the Company available for
distribution to the holders of Series B Preferred Stock and any Parity Securitics shall be
insufficient to permit payment in full ta the holders of the Series B Preferred Stock and Parity
Securities, then the entire assets and funds of the Company legally available for distribution to
such halders and the holders of the Parity Securities then outstanding shall be distributed ratably
among the holders of the Series B Preferred Stock and Parity Securities based upon the
proportion the total amount distributable on each share upon Liquidation bears to the aggregate
amount available for distribution on all shares of the Series B Preferred Stock and of such Parity
Securitles.

2 Ha80001816086 3
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B. For purposes of this Section 4, a Liquidation shall mean (i) a dissolution or

winding up of the Company, whether voluntary or involuntary; (ii} an initial public offering or -

reverse merger (other than a Qualified Public Offering, as defined in Section 6B); (iii) a sale of
all or substantially all of the assets of the Company; (iv) a consolidation or merger of the
Company with or into any other corporation or corporations in which the holders of the
Company’s outstanding secutities immediately before such consolidation or merger do not,
immediately after such consolidation or merger, retain securitics representing a majority of the
voling 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 person or a group as defined
in Rule 13d-5 under Securities Exchange Act of 1934, as amended (the “Exchange Act™), except
in the case of clauses (jii) or (iv), (a) in the event that in such a transaction, the holders of the
Series B Preferred Stock recelve securities of the surviving corporation having substantially
similar rights as the Series B Preferred Stock, or (b) in the event such iransaction involves the
formation of a holding company 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™) or the designation
of the Series A Preferred Stock was filed shall not be a Liquidation.

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

5. Redemption. The Scries B Preferred Stock is not redeemable.

6. Conversion. The holders of the Seties B Preferred Stock shall be convertible into
Common Stock as follows:

A, Optional Conversion. Each share of Series B Preferred Stock shall be

~ convertible, at the option of the holder thereof, at any time after issuance at the office of the

Company or any transfer agent for such stock, or if there is none, then at the office of the transfer
apent 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 Common
Stock determined by dividing (i) the product of (a) the number of shares Serics B Preferred Stock
and (b) the Original Purchase Price plus accrued and unpaid dividends by (ii) the conversion
price in effect at the time of conversion (the “Conversion Price™), determined as hereinafier
provided. The Conversion Price shall initially be equal to $5.50, but shall be subject to
edjustment as set forth in Section 6D, The shares of Common Stock to be issued upon such
conversion are herein referred to as the “Conversion Shares.”

B. Automatic Conversion by the Company. The outstanding shares of Series

B Preferred Stock shall automatically convert into Common Stock at the Conversion Price then
in effect upon either:

(i) The consummation of a Qualified Public Offeting (as defined
below}; or :

3 HOBOOD161566 3
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(ii) At any ume after the Company becorges a reporiing company
pursuant to the Exchange Act (other than pursuant to a Qualified Public Offering) if (a) for
twenty (20) consecutive trading days ending within five days of each notice to the holders of
conversion (the “20-day trailing period™) the closing hid price per share of the Common Stock
has equaled or exceeded 300% of the then Conversion Price; (b) the Common Stock is then
trading on the Nasdaq Stock Market or another national securities exchange; and (c) either (X) a
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 immediate resale without restriction pursuant to Rule 144
under the Securities Act of 1933, as amended (the “Securities Act™).

A. "Qualified Public Offering” shall mean an initial public offering or other transaction
which resulls in the Company becoming a reporting company pursuant to the Exchange Act,
guch as a reverse merger; provided the Company raiscs gross proceeds in excess of $20,000,000

at an initial per share purchase price in excess of $11.00, subject to adjustment for stock splits
and similar events.

C. Mechanics of Conversion.
(4] Yoluntary Conversion. Before any holder of Serles B Preferred

Stock shall be entided to convert the same into shares of Common Stock pursuant lo the
provisions of Section 6A hercof, such holder shall surrender the cerlificate or certificates
therefor, duly endorsed, at the office of the Company or of any transfer agent for the Series B
Preferred Stock, and shall give written notice to the Company at its principal corporate office of
the election to convert the same and shall state therein the name or names in which the certificate
or certificates for shares of Comman Stock are to be issued. The Company shall, as soon as
practicable thereafter, issue and deliver to such holder of Series B Preferred Stack, or to the
nominee or nominees of such holder, a certificate or certificales for the number of shares of
Common Stack to which such holder shall be entitled as aforesaid. Such conversion shall be
deemed to have been made immediately prior to the close of business on the date of such
surrender of the certificate or certificates representing the shares of Series B Preferred Stock, and
the person or persons entitled to receive the Conversion Shares issuable upon such conversion
shall be treated for all purposes as the record holder or holders of such shares of Common Stock
as af such date.

(ii)  Automalic Cogversion, In the event of a conversion pursuant to the
provisions of Section 6B, the Company shall deliver to each such holder at its address appearing
on the records of the Company a written notice of the imminent conversion of the shares (the
“Conversion Notice”), requesting surrender of the holder’s certificate or certificates therefor for
cancellation and written instructions regarding the registration and delivery of a certificate for
the Conversion Shares. In the event the holder receives a Conversion Notice, the holder shall be
required o surrender such certificete or certificates for the shares for cancellatlion within five
business days of the Conversion Notice (the “Conversion Date™), but the failure of the halder so
ta surrender the certificates shall not affect the conversion of the shares into Conversion Shares,
provided that if the certificais 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 name of another person or entity without first

4 H03000151596 3
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complying with all applicable restrictions on the transfer of the shares. In the event the holder
does not provide the Company with written instructions regarding the registration and delivery of
certificates for the Conversion Shares, 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 person entitled to receive the Conversion Shares shall be deemed to have
become the holder of record of such Conversion Shares at the close of business on the
Conversion Date and the person entitled to receive a share certificate for the Conversfon Shares
shall be regarded for all corporate purposes after the Conversion Date as the record holder 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. After the Conversion Date, the cerlificates shall, until surrendered to the Company,
represent the right to receive the Conversion Shares through, but excluding the Conversion Date.

. Conversion Price Adjustments, The Conversion Price of the Series B
Preferred Stock shall be subject to adjustment from time to time as set forth below.

@) In case the Company shall hercafter (a) declare a dividend or make
a distribution on its outstanding shares of Common Stock i shares of Common Stock, (b)
subdivide or reclassify its outstanding shares of Common Stock into a greater number of shares,
or {c) combine or reclassify its outstanding shares of Common Stock into 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 subdivision, combination or reclassification shall be adjusied so that it
shall equal the pricc detetmined by multiplying the Conversion Price by a fraction, the
denominator of which shall be the number of shares of Common Stock outstanding after giving
effect to such action, and the numerator of which shall be the number of shares of Common
Stock cutstanding immediately prior to such action. Such adjustment shall be made successively
whenever any event listed above shall oceur.

(if)  Subject to the provisions of Subsection (ix) below, in case the
Company shall hereafter fix a record date for the issuance of rights or warrants to all holders of
its Common Stock entitling them to subscribe for or purchase shares of Common Stock (or
securities convertible into Common 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 adjusted so that the same shall equal the price determined by muliiplying the
Conversion Price in effect immediately prior to the date of issuapce by a fraction, the numerator

- of which shall be the sum of the (X) number of Common Stock Equivalents Qutstanding on the

record date mentioned below, and (Y) the number of additional shares of Common Stock which
the aggregate offermg pnce of the total number of shares of Common Stock so offered (or the
aggregate conversion price of the convertible securities so offered) would purchase at the
Conversion Price in effect immediately prior to the date of such issuance, and the denominator of
which shall be the sum of (X) the number of Common Stock Equivalents Qutstanding on the
record date merntioned below, and (Y) the number of additional shares of Common Stock offered
for subscription or purchase (or into which the convertible securities so offered are convertible).
For purposes of this Section 6D, “Common Stock Egquivalents Outstanding” shall mean the
number of shares of Common Stock that is equal to the sum of (1) all shares of Comrmon Stock
of the Company that are outstanding 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

P.e?
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or other stock or other securities convertible into or exchangeable, directly or indirectly, for
shares of Common Stock withomt the payment of additional consideration (“Convertible
Securitics™) that are outstanding at the time in question. Such adjustment shall be made
successively whenever such rights or warrants are issued and shall become effective immediately
after the record date for the determination of sharcholders entitled to receive such rights or
warrants and, to the extent that shares of Common Siock are pot delivered (or securities
convertible into Common Stack are not delivered) after the expiration of such rights or warrants,
the Conversion Price shall be readjusted to the Conversion Prics 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 number of shares of Common Stock (or sccurities convertible into
Common Stock) actually delivered.

(i)  In case thc Company shall hereafter distribute to the holders of its
Common Stock evidences of its indebtedness or assets (excluding cash dividends or distributions
and dividends or distributions referred to in Subsection (i) above) or subscription rights or
warrants (excluding those referred to in Subsection (i) above), them in each such case the
Conversion Price in effect thereafier shall be determined by multiplying the Conversion Price in
effect immediately prior thereta by a fraction, the numerstor of which shall be (X) the total
number of Common Stock Equivalents Qutstanding multiplied by the current market price per
share of Common Stock, less (Y) the fair market value (a5 delermined by the Board of Directors)
of said assets or cvidences of indebtedness so distributed or of such rights or warrants, and the
denominator of which shall be the total number of Common Stock Equivalents Qutstanding
multiplied by such current market price per share of Common Stock. Such adjustment shall be
made successively whenever such a record date is fixed. Such adjustment shall 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 the provisions of Subsection (ix) below, in case the
Company shall bereafter issue shares of {ts Common Stack (excluding shares (a) issued in any of
the trapsactions deseribed in Subsectionms (i), (i) or (v), (b) issued to shareholders of any
corporation which merges into the Company in proportion te their stock holdings of such
corporation immediately prior to such merger, upon such merger, (¢) issued in a bona fide public
offering pursuant to a firm commitment underwriting, (d) issued in connection with an
acquisition of a business or technology which has been approved by a majority of the Company’s
non-employee directors, (¢) issued in connection with the payment of interest or dividends with
respect (o any securities issued to investors or placement agents and/or their designees in
connection with the Private Placement ar upon conversion or exercise of such securities, or (f)
issued upon exercise of options, warrants, convertible securities and convertible debentures) for a
consideration per share (the “Offering Price™) less than the Conversion Price, the Conversion
Price shall be adjusted immediately thereafter so that 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 whick shall be (X) the number of Commen Stock Equivalents Outstanding
immedlately prior to the issnance of such additional shares, and (Y) the number of shares of
Common Stock which the aggtegate consideration received (determined as provided in
Subsection (vii) below) for the issuance of such additional shares would purchase 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 Outstanding immediately after the

6 : HOB0D0151598 3
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issuance of such additional shares. Such adjustment shall be made successively whenever such
an issuance is made and, to the extent that shares of Common Stock (or securities convertible
into Common Stock), expire, are cancelled or are redeemed after their issuance, the Conversion
Price shall be readjusted to the Conversion Price that would then be in effect had the adjustments
made upon the issuance 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) actually
issued,

(v)  Subject to the provisions of Subsection (ix) below, in case the
Company shall hereafter issue any securitics convertible into or exercisable or exchangeable for
its Common Stock (excluding (a) secutitles issued in transactions described in Subsections (if),
(iii) and (iv)(a) through (f), (b) options to purchase up to 950,000 shares of Common Stock to be
issued under the Company’s Incentive Stock Option Plan, granted to the Company’s officers,
directors and employees and (c) options, warrants, convertible securities and convertible
debentures outstanding as of the dale hereof or upon issuance, or subsequent exercise or
conversion of, or in connection with the payment of in kind interest or dividends with respect to,
any securities issued to investors or the placement agents and/or their designees in cornection
with the Placement or upon conversion or exercise of such securities) for a consideration per
share of Common Stock (the “Exchange Price”) initially payable and thereafter deliverable upon
conversion, exercise or exchange of such securities (determined as provided in Subsection (vii)
below) less than the Conversion Price, the Conversion Price shall be adjusted immediately
thereafier 5o that 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 the sum
of (X) the number of Common Stock Equivalents Qutstanding immediately prior to the issuance
of such securities and (Y) the number of shares of Common Stock which ths aggregate
consideration received (determined as provided in Subsection (vii) below) for such securities
would purchase at the Conversion Price in effect immediately prior 1o the date of such issuance,
and the denominator of which shall be the sum of (X) the number of Common Stock Equivalents
Qutstanding immediately prior to the issuance of such securities and (Y) the maximum number
of shares of Common Stock deliverable upon conversion of or in exchange for such securities at
the initial conversion or exchange price or rate. Such adjustment shall be made successively
whenever such an issuance is made; and to the extent that shares of Commen Stock are not
delivered after the expiration of such gecurities 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 securities been made upon the basis of delivery of only the number of shares of Common
Stock actually delivered.

(vi) No adjustment in the Conversion Price shall be required unless
such adjustment would require an increase or decrease of at least five cents ($0.05) in such price;
provided, however, that any adjustments which by reason of this Section 6D(vi) are not required
to be made shall be carried forward and taken into account in any subsequent adjustment
required to be made hereunder. : '

(vii) For purposes of any compuiation respecting consideration received
pursuani to Subsections (iv) and (v) above, the following shall apply:

P.89
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(2)  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 underwriting of the issue or otherwise in connection therewith;

(b)  Inthe case of the issuance of shares of Common Stock for a
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 determined in good faith by the Board of Directors
(irrespective of the accounting treatment thereof), whose determination shall be conclusive; and

(c) In the cage of the issuance of securities convertible Into or
exchangeable for shares of Common Stock, the aggregate consideration received therefor shail
be deemed to be the consideration received by the Company for the issuance of such securities
plus the additional minimum consideration, if any, to be received by the Company upon the
canversion or exchange thereof {the copsideration in cach case to be determined in the same
manner as provided in clauses (a) and (b) of this Subsection (vii).

(viil) All calculations under this Section 6D shall be made to the nearest
cent or 10 the nearest one-hundredth of a share, as the case may be. Anything in this Section 6D
to the contrary notwithstanding, the Company shall be cntitied, but shall not be required, to make
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 order that any dividend or distribution in
shares of Common Stock, or any subdivision, reclassification or combination of Common Stock,
hereafter made by the Company shall not result in any Federal Income tax liability to the holders
of Common Stock or securities convertible into Common Stock (including the shares of Series B
Preferred Stock and the warrants issuable in connection therewith).

(ix)  Notwithstanding the provisions of this Section 6D, in the event that
the Company shall (X) at any time prior to the first annjversary of the Initial Closing Date (as
defined below) issue securities under Subsections (ii), (iv) or (v} (but subject to the exemptions
specified therein) having a Subscription Price, Offering Price or Exchange Price less than the
Conversion Price (whether initially or due lo provisions in such securities requiring price
reductions solely as a result of the passage of time), or (Y) at any time issue to any officer,
dircctor or holder of 5% ar more of the Company’s outstanding capital stock securitics under
Subsections (ii), (iv) or (v) (but subject to the cxemptions specified therein) having a
Subsctiption Price, Offering Price or Exchange Price less than the Conversion Price (whether
initially or due to provisions in such securities requiring price reductions solely as a reault of the
passage of time) then the Conversion Pricc shall be immediately resct to equal such lower
Subscription Price, Offeting Price or Exchange Price. The “Initial Closing Date™ shall be the
date on which the initial closing of the Private Placement occurs.

(x) In the event that at any time, as a rasult of an adjustment made
pursuant to Subsection (i) above, the holder of the shares of Series B Preferred Stock thercafter
shall become enlitled to receive any shares of the Company, other than Commen Stock,
thereafter the number of such other shares so receivable upon conversion of the Series B
Preferred Stock shall be subject to adjusmment from time to time in a manner and on terms as

HO8000151596 3
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nearly equivalent as practicable 10 the provisions with respect 1o the Common Stock contained in
Subsections (i) to (ix), inclusive above,

(xi) In casc of any reclassification or capital reorganization, or in case
of any consolidation or merger of the Company with or into another corporation (other than a
merger with a subsidiary in which merger the Company is the contipuing corporation and which
does not result in any reclassification or capital reorganization) or in case of any sale, lease or
conveyance to another corporation of the property of the Company 4s an entirety, the Company
shall, as a condition precedent to such transaction, cause effective provisions to be made so that
the holder of the Series B Preferred Stock shall have the right thercafler upon conversion of the
shares of Series B Preferred Stock in accordance with the provisions of thig Section 6D, to
purchase the kind and amount of shares of siock and other securities and property receivable
upon such reclassification, capital reorganization, consolidation, merger, sale or conveyance by 4
holder of the number of shares of Common Stock which might have been received upon
conversion of the Serles B Preferred Stock immediately prior to such reclassification,
consolidation, mersger, sale or conveyance. Any such provision shall ipclude provision for
adjustments which shall be as nearly equivalent as may be practicable to the adjustments
provided for in this Designation. The Company shall not effect any such consolidation, merger,
sale, transfer or other disposition, unless prior to or simultaneously with the consummation
thereof the successor corporation (if otber than the Company) resulting from such consolidation
or merger or the corporation purchasing or otberwise acquiring such properties shall assume, by
written instrument executed and mailed or deliverad to the holder of the Series B Preferred Stock
at the last address of such holder appearing on the books of the Company, the obligation to
deliver to such holder such shares of stock, securities, cash or properties as, in accordance with
the foregoing provisions, such holder may be entitled to acquire. The above provisions of this
paragraph shall similerly apply to successive reorganizations, reclassifications, consolidations,
mergers, sales, transfers or other dispositions.

(xil) The Company shall promptly give written notice of any adjustment
under this Section 6D to Legend Merchant Group, Inc. and each holder of the Series B Preferred
Stock.

E. Reservation of Shates. The Company shall at all times reserve and keep
available, out of its authorized but umissued shares of Common Stock or cut of shares of
Commop Stock held in its treasury, solely for the purpose of effecting the conversion of the
shares of the Series B Preferred Stock, the full number of shares of Common Stock deliversble
upon the conversion of all shares of the Series B Preferred Stock from time 10 time outstanding.

F. Fraciional Shares,

(iy  If the number of ghares of Comruon Stock issuable upon the
conversion of Series B Preferred Stock is adjusted pursuant to Section 6D hereof, the Company
shall nevertheless not be required to issue fractions of shares, upon conversion of the Serics B
Preferred Stock or otherwiss, or ta distribute certificates that evidence fractional shares. With
respect to any fraction of a share calied for upon any conversion hereof, the Company shall pay
10 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 (id).
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(ii}  For the purpose of any computation under Subsection (i) above,
the current market price per share of Common Stock on the Conversion Dale shall be determinad
as follows:

(a)  If the Common Stock is listed on a national securities
exchange or admitted to unlisted trading privileges on such exchange, the current market value
of the Cornmon Stock shall be equal to the average of the closing prices for the 10 consecutive
trading days immediately prior to the Conversion Date (the “10-day Pericd™) on such exchenge
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;

(b) ¥f the Common Stock is not 30 listed or admitted to unlisted
trading privileges, but is traded in the over-the-counter market, the current market vale shall be
the mean of the average of the last reported bid and asked prices reported by the Natiopal
Quotation Bureau, 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 rarket value shall be
an amount, not less than book value thereof at the end of the most recent fiscal year of the
Company ending prior to such business day, determined in such reasonable manner as may be
prescribed by the Board of Directors.

G. Taxes, Etc. The Company will pay any documentary, stamp or similar
taxes that may be payable in respect of any issue or delivery of shares of Common Stock on
conversion of shares of the Series B Preferred Stock. 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 Steck upon coaversion in 2 name other than that in which the
shares of the Series B Preferred Stock so converted were registered, and no such issue or
delivery shall be made unless and until the person requesting such issue or delivery has paid to
the Company the amount of any such tax, or has established, to the satisfaction of the Company,
that such tax has been paid.

H.  Asgsurances. The Company will not, by amendment of its Articles of
Incorporation, ar through any recrganization, recapitalization, transfer of assets, consolidation,
merger, dissolution, issue or sale of securities or any other voluntary action, avoid or seek to
avoid the observance or performance of any of the terms to be observed or performed hercunder
by the Company, but will at all times in good faith assist in the carrying out of all the provisions
of this Section 6 and in the taking of all such action as may be necessary or appropriate in order
o protect the conversion rights of the holders of the Serles B Preferred Stock apainst
impairment.

L. Reissuance. No shares of Series B Preferred Stock which have been
converted 10 Common Stock shall be reissued by the Company; provided, however, that any such
share, upon being converted and canceled, shall be restored to the status of an authorized but
unissued share of preferred stock wilhout designation as to series, rights or preferences and may
thereafier be issued as a share of preferred stock not designated as Series B Preferred Stock.
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7. Voting Rights,

A. In additicn to any other rights provided for herein or by law, the holders of
Series B Preferred Stock shall be entitled ta vote, together with the holders of Common Stock as
one class, on all malters as to which holders of Commeon Stock shall be entitled 1o vote, in the
same manner and with the same effect as such Common Stock holders. In any such vote each
share of Series B Preferred Stock shall entitle the holder thereof to the number of votes per share
that equals the number of whole shares of Common Stock into which each such share of Series B
Preferred Stock is then convertible, calculated to the nearest whole share.

B.  The consent of the holders of a majority of the then outstanding Series B
Preferred Stock, voting as one class, either expressed in writing or at a meeting called for that
purpose, shall be necessary to repeal, smend or otherwise change this Designation or the Articles
of Incorporation, in a manner which would alter or change the powers, preferences, rights,
privileges, restrictions and conditions of the Series B Preferred Stock so as o adversely affect the
Series B Preferred Stock. Furthermore, the affirmative vote of halders of a majority of the then
outstanding shares of Series B Preferred Stock shall be entitled to authorize any waivers or
consents with respect (o the Series B Preferred Stock, including, but not limited to, wajvers with
respect to any restrictive covenants or anti-dilution or conversion provisions, thereby binding afl
holdess of Series B Preferred Stock. Each share of the Series B Preferred Stock shall entitle the
holder thereof to one vote on all matters to be vated ou by the holders of the Series B Preferred
Stock, as set forth above.

C. In the event that the holders of the Series B Preferred Stock are required 10
vote as a class on any other matter, the affirmative vote of holders of not less than fifty percent
(50%) of the outstanding shares of Series B Preferred Stock shall be required to approve each
such matter to be voted upon, and if any matter is approved by such requisiie percentage of
holders of Series B Preferred Stock, such matter shall bind all holders of Series B Preferred
Stock

8. Miseellaneous.
A.  There is no sinking fund with respect to the Series B Preferred Stock.

B.  The shares of the Series B Preferred Stock shall not have any preferences,
voting powers or relative, participating, optional, preemptive or other special rights except as set
forth above in this Designation and in the Articles of Incorporation of the Company.

C. The holders of the Series B Preferred Stock shall be entitled to receive all
communications sent by the Company to the holders of the Common Stock.
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IN S8 WHEREOF, Duos Technologies, Inc. has caused this Designation to be
executed this IL d5y of &:‘2 » 2008,
DUOS TﬁfﬁﬂLOGIES, INC.
By:

Name: Giannj B. Arcaini
Titte: President

Attest:

.

Name?! Antonio R. Contarini, Esq.
Title: Corporate Counsel/Corporate Sccretary
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