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 ARTICLES OF AMENDMENT T TR
TO ARTICLES OF INCORPORATION : Zv, ™
QF MARKYLAND TECHNOLOGIES, INC. X
FOR DESIGNATION OF PREFERENCES, RIGHTS AND LIMITATIONS '
OF
SERIES E PREFERRED STOCK

Purguant to the provisions of Sections 607.0602, 6071002 and 607.1006 of the Florida
Business Corporation Act, Markland Technologies, Inc. {the “Corporation™), a corporation
organized and existing under the Fiorida Business Corporatinn Act, hereby adopts the following
Articles of Amendiment to its Articles of Incorporation:

ARTICLE Y. Desimnation and Description of Series E Preferred Stock

1. Designation. A total of 5,000 shares of the Co:porat}on’s Preferred Stock,
par value $.0001 per share, ghall be designated as the “Seties E Prefered Stock™ (the “Series B

Preferred Stock™. -

2. DeEoitions. Fot purposes of these Articles of Amendment, the following
ferms shall have the {ollowing meanings:

“Baskrupicy Code” has the meaning ascribed to such term. in Section

4(0) (T heteof.
“Initial Cloging [yate” means the date of the Initial Closing (as defined in
the Redemption Agreement),
“Commoy Stock” means the Corporation’s common stock, par valve
%.0001 per share,

‘ *Cotrversion Certificates™ means certificates representing the shares of
Technest Commeon Stock issuable on conversion of the Setieg E Preferrad Stock

“fConversion Date™ has the meaning ayeribed to such term in Section 4(b)

hereof.

“Conversion Ratic™ has the meahing ascribed 1o such term in Sectidn 4(a)
hereof, '

“Converting Holdes” has the meaning ascribed to such term in Section
A(b)(3) hereof.

“Eacrow Agent”™ is the escrow agent under the Escrow Agreement.

“Escrow Agreement” has the meaning ascribed to such term in the
Redemption Agreement.
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“Escrow Shares” rcans the shares of Technest Common Stock held by the
Escrow Agent pursuant to the terms of the Escrow Agreement. A

“Exchanpe Act” means the Securities Exchange Act of 1934, as amended,

“Holdet” means a person or entity holding shares of Series E Preferred
Stock.

“Netice of Conversinn” has the meaning asoribed to such term, in Section
4(b) hereof. . . . )

“Bedemption Agreement” shail meany that certain Redemption and
Securities Purchase Agreement, dated as of March 24, 2006, by and among the Corporation and
the holders of the Corporation’s Series D Convertibie Preferred Stock named therein.

“Tachnest” means Téehnest Holdings, Inc., a Nevada cotporation. '

“Technest Comman Slock™ means shares of Common Stock, par valug
§.001 per share, of Technest,

3. Dividepds. The holders of shates of Sexies E Preferred Stock shalf not be
entitled to receive dividends on shares of Series B Proferred Stocle,

4. Convergion.

(a)  Conversion af the Option of the Holder, Fach Holder of shares of
Series E Preferred Stock may, at any time after the Initial Closing Date and from time to time

thereafier, convert each of its shares of Serics E Preferced Stock into three thousand (3,000) fully
paid and nonassessable shares of Technast Common Stock (the “Conversion Ratio™), subject to
adjustment from tims to titne as set forth in Section 4{c). Any conversion of Serics E Preferred
Stack inte Technest Common Stock shall be sztisfied using Escrow Shares.

{b) Mechanics of Convergion. To effect a conversion of shares of the

Series E Freferrsd Stock into shares of Technest Common Stock, the Holder must deliver ot fax
a Notice of Copversion in the form attached hereto as Exhibit A (“Notice of Conversion™ to the
Escrow Agent, with a copy to the Corporation (to the attention of the President or such other
officer ay may identified by notice given by the Corporation to the Holder from time to time).
The Notice of Conversion shall be executed by the Holder of one or more shares of Series E
Preferred Stock and shall evidence such Holder’s intention to comvert all or a portion of such
shares. The date of such conversion (the “Convergion Date™) shall be deemed to be the date on
which the Holder faxes or otherwise delivers a Notice of Conversion to the Egcrow Agent {with a
copy 1o the Corporation).

1] Dalivery of Technest Common Stock Upon Conversion.

Upon delivery of the Notice of Conversion to the Esorow Agent (with a copy to the Corporation)
as contemplatad by this Section, the Escrow Agent shall deliver (or cause to be deliversd) the
Conversion Certifieates out of the Egcrow Shares fo the holder of the Serfes E Preferred Stock
being converted (& “Copverting Holder™) at the address specified in the Notice of Conversion,

2
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via express coutier, by electronic transfer or otherwise, all in accordance with the Escrow
Apreement. Notwithstanding the foregoing, the Corporation and any Holder may agree to
alternative mechanics of conversion.

(i)  Taxes. The Corporation shall pay any and all issue and
other similar taxes, other than income taxes due on part of the Holder, that may be imposed on
the Corporation in respeot of any issuance or delivery of shares of Technest Common Stock upon
convergion of sheres of Series E Preferred Stock pursuant to this Section 4. The Corporation
shall not, kowever, be required to pay apy tax which may be payable in respect of any transfer
involved in the issuance and delivery of shares of Techoést Common Stock in a name othar than
that int which the shares of Series E Preferred Stock so converted were registered, and no such
issuance or delivery shall be made unless and uniti! the person or entity requesting such issuance
hag paid to the Corporation the amount of any such tax or has established, to the satisfaction of
the Corporation, that such tax has been paid. The Corporation shall have the right to withhold
any taxes us requived by the United States federal or state tax laws.

{iii)  Conversion in Banlouptey, The Holder of any Series E
Preferred Stock shall be entitled to excreise its conversion privilege with respect {o the Series E
Preferred Stock notwithstanding the commencement of eny case under 11 U.8.C. §101 & 5eq.
{the *“Bapkruptey Code™ in which the Corporation is 2 Debtor. In the event the Corporation is a
debtor under the Bankruptey Code, the Corporation hereby waives, to the fullest extent
permitied, any righis to relief it may have under 11 U,8,C, §362 ur respect of such Holder’s right
to convert the Serfeg E Prefermed Stock. The Corporefion agrees, without cost or expense to such
Holder, to take or to congent & an}r and sII action necessaty to effectuats relief under 11 ULS C.
§362.

{©)  Adiystments o Conversion Ragjo. If, at any time while any shares
of Series E Preferred Stock remain outstanding, Technest effectuates a stock split or reverse
stock split of the Techuiest Common Stock or issues a dividend on the Technest Commaon Stock
consisting of shares of Technest Common Stock, the Conversion Ratio shall be equitably
adjusted 1o reflect such action, By way of illustration, and not in limitafion, of the foregoing (i}
if Technest effectuates a 2:1 split of the Technest Common Stock, the Conversion Ratio shall be
adjusted such that each share of SBeries E Preferred Stock shall thereafter be convertible into
twice as many shares a3 it was immediately priot to such split; (i) if Technest effectuates 4 1:10
reverse split of the Technest Common Stock, the Conversion Ratio shall be adjusted such that
cach share of Series E Preferred Steck shall thereafier be convertible into one-tenth as many
shares g3 it was immediately prior to such split and (iii) if Technest declarez a stock dividend of
one share of Technest Coramon Stock for every 10 shares outstanding, the Conversion Ratio
shall be adjusted such that each share of Series & Preferred Stock shall thereafter be convertible
into & tumbers of shares of Technest Common Stock equal to the product of (x} the number of
shares of Technest Common Stock one share of Series E Preferred Stock was convertible into
immediately prior to such dividend multiplied by {y) & fraction, of which (A) the pumerator is
the number of shares for which a dividend share will be issued plus the dividend sheres issued
thereon (a total of 11 shares in the example) and (B} the denominator is the number of shares for
which & dividend share will be issued (10 in the example).
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(d) Netdees of Adingiments. Upon the cccumence of each adjustment
of the Conversion Ratio pursuan{ to Section 4(c), the Corporation, at its expense, shall promptiy
compute such adjustmeni and prepare and fumnish to each Holder of Series E Preferred Stock a
certificate sctting forth such adjustment and showing in detail the facts upon which such
adjustment is based. The Corporation shall, upon the writien request at any time of any Holder
of Series E Preferted Stock, furnish to such Holder a like certificate setting forth () such
adjustinent, (ii) the Conversion Ratio at the time in effect and (iii) the number of sharcs of
Technest Common Stock which at the time would bz reteived upon conversion of a share of
Sertes E Preferred Stock.

(&) Conversion into the Comporation’s Commron Stock,
Notwithstanding the foregoing, each Holder of shares of Series E Preferred Stock may, at any
time after the Tnitial Closing Date snd from time to time thereafter, in liew of converting such
shares intp Technest Common Stock, convert each of its shares of Series E Preferred 3iock into
Bix Hundred Ninety-Seven Thousand Five Hundred {657,500} fully paid and nonassessable
shares of the Corporation’s Common Stock (as appropriately adiugted for any stock split,
combination, reorganization, recapitalization, reclassification, stock distribution, stock dividend
ot similar event affecting the Common Stock). To effect a conversion of shares of the Series B
Preferred Stock into the Corporation’s Common Steck, the Holder must deliver or fax 2 notics of
such conversion to the Corporation. The date of such comversion shail be deemed to be the date
on which the Holder faxes or otherwise delivers such notice to the Corporation. Upon delivery
of such notice to the Corporalion, the Corporation shall deliver (or cause to be delivered)
certificates representing the sharzs of the Corporation’s Common Stock undefying the Series B
Preferred Stock being converted to the converting holder at the address specified in the notice of
conversion within five (5) business days after such potice is delivered to the Corporation. The
Corporation shall have the right to withhold any taxes as required by the United States foderal or
state tax laws. No fiactional shares of the Catporation’s Common Stock shall be reqaired to be
issued and any such fractional shares shall be disregarded.

5. Liguidation. In the event of any liquidation, dissolution or winding up of
the Corporation, efther voluntary or involuntary, the holders of the Serfes E Preferred Stock shall
not be entitled to receive any of the assets of the Corporation, other than being able to exercise
the conversion rights pursuant to Section 4.

. Voting Rights. The holders of the Series B Preferred Stock shall not be
entitled to vote with the holders of the Corporation’s Comttion Stock, except as otherwise
provided by the Flotida Business Cotporation Act. To the extent that either the Florida Business
Cormporation Act o these Articles of Amendment allow or require the vote of the holders of the
Seties E Preferred Stock, voting separately as a class or series, as applicable, to authorize & given
action of the Corparation, the affirmative vofe or consent of the holders of 67% of the
gutstanding sharcs of Series E Preferred Stock shall constitute the approval of such action by the
class.

7. version Restricfions.

{a}  Notwithstanding anything to the contrary centained herein, the
number of shares of Technest Common Stock that may bs acquired by a Holder upon any

4
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conversion of Seties E Preforred Stack shell be [mited fo the extent pecessary to ingure that,
following such conversion, the total number of shares of Technest Comynon Stock then
beneficially owned by such Holder and its affiliates apd any other persons whose beneficial
ownership of Technest Commuon Stock wonld be ageregated with such Holder’s for purposes of
Section 13(d} of the Exchange Act, does not exceed 9,999% of the total number of issuad and
outstanding shares of Technest Common Stock. For such purposes, beneficial ownerstip shail be
determined it accordance with Section 13(d) of the Exchange Act and the mules and regulations
promulgated thereunder, Each delivery of a Conversion Notice hersunder will constitute a
representation by the applicable Holder that it has evaluated the limitation set forth in this section
and detenmined that issuance of the full number of shares of Technest Common Stock requested
in such Conversion Noties i3 permitted.

by  Notwithstanding anything to the contrary contained herein, the
number of shares of the Corporation’s Common Stock that may be acquired by a Holder upon
any conversion of Series E Preferred Stock shall be limited to the extent necesgary to insure that,
following such conversion, the tota! number of shareg of the Cotporation’s Common Stock then
beneficially owned by such Holder and its affiliates and any other persons whose beneficial
ovmership of the Corporation’s Common S1ock would be agpregated with such Holder’s for
purposes of Section 13(d) of the Exchange Act, doeg not exceed 9.999% of the total number of
issued and outstanding shares of the Corporation’s Common Stock, For such purposes,
beneficial ownersbip shall be determincd in accordance with Section 13(d) of the Exchange Act
and the rules and regulations promulgated thereunder. Each delivery of a notice of conversion
under Section 4(e} will constitute a representation by the applicable Holder that it has evaluated

" the Kmitation set forth in this section and determined that issnance of the full number of shares of

the Corporation’s Common Stock requested in such notice Is permliited.

8.  Cancellation of Sexics E Preferred Stock. Ifany shares of Series E
Prefermred Stock are converted pursuant to theas Ariicles of Amendment, the shures 50 converted
shajl be canceled, shall retum to the sintus of authorized, but unissued preferred stock of no
designated series, and shall not be issuable by the Corporation as Series E Preferred Stock.

9. Lastor Stolen Certificates. Upon receipt by the Corporation of (i)
evidence of the loss, theft, deseniction or mutilation of any Series E Prefierred Stock certificate(s)
and (ii) () in the case of joss, thef} or destruction, of indemnity {(without any bond or other
seourity) reasonably setisfactory to the Corporation, ot () it the case of mutilation, upon
swrender and cancellstion of the Series E Preferred Stock certificate(s), the Corporation shail
execute and deliver new Series E Preferred Stock certificaie(s) of like tenor and date. However,
the Corporation shall not be obligated to reigsue such lost or stolen Series E Prefenzd Stock
certificate(y) if the Holder coptemperanecusly requests the Corporation to convert such Series E
Preferred Stock.

10.  Status as Stockbolder,

{a) Upon submission of a Notics of Conversion under Secticn 4(b) by
a Holder of Series B Preferred Stock. (1) the shares covered thereby (other than the shares, if any,
which cannot be {sgued because their listing ot issuance would exceed any applicable legal ot
regulatory limitation) shall be deemed converted into shares of Technest Common Stock and (ji)

5
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the holder’s rights as a Holder of such converted shares of Series B Preforred Stook shall cease
and terminate, excepling only the right to roceive certificates for such shares of Technest
Common Stock and to any remedies provided herein or otherwise available at law or in equity i
such Holder because of a failure by the Corporation to comply with the terms of these Acticles of
Amendment.

Upon submission of a notice of conversion under Section 4(e} by 2
Holder of Series E Prefarred Stock, (i) the shares covered thereby (other than the shares, if any,
which cannat be issued berause their listing or issuance would exceed any applicable legal or
regulatory limitation) shall be deemed converted into shares of the Corporation’s Comtuon Stock
and {ii) the holder's rights as a Hotder of such convetied sharss of Seriss E Preferred Stock shal}
cease and terminate, excepiing only the right to receive certificates for such shares of the
Corporation’s Common Stock and to any remedies provided herein o otherwise available at law
or in equity to such Folder because of a failure by the Comoration to comply with the terms of
these Articles of Amendment, S '

11, Jury Trigl Waiver. The Corporation and, by jts acceptance of the shates of
the Series E Preferred Stock, the Holder hereby waive a trial by jury in any action, procesding or
counterclaim brought by either the Corporation, on the one hand, and a Holder, on the other
hand, against the other in respect of any matter srising out or in connection with these Axticles of
Amendment.

12. Amendmenis. These Articles of Amendment may only be amended with
the written consent of the holders of sixty-seven (67%) perceni of the outstending Series B
Prefetred Stock and the vote or sction of any other party or class ntitled to vote or act thereon,

ARTICLE 1. Adaption of Amendments to Articles of Incorporation

These Articles of Amendment to Articlas of Incorporation end the amendmenis to the
Corporation®s Articles of Incorporation set forth hersin were duly adopted and approved by the
Corpotation’s Board of Directors on March 24, 20086 prrsuant fo Sections 607.6602, 607.1002
and 607.1006 of the Floride Business Cotporation Act, and shareholder approval was not
required,

Rk kR
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BN WITNESE WHEREOF, thme Azticles of Amendoacat fo Artictes of Ineorporation
l;:vn lgszn maczuggg by the wnderaigned duly autiorized diveetor of the Corporation #s of the 2780
¥ of March, .
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EXHIBIT A
MARKLAND TECHNOLOGIES, INC.

Natlee of Conversion

{To be Bxecuted by the Registered Holder in order to Convett the Series E Preferred Stock)

TO: [INSERT NAME OF ESCROW AGENT] VIA TELECOPIER ( 3
Attn: .

CcC: MARKLAND TECHNQLOGIES, INC, VIA TELECOPIER { )
At

FROM: , . . - (“Holder”)

DATE: . , : {the “Conversion Date"}

RE: Conversion of shareg (the “Converted Preferred Stock™) of the Series B
Preferred Stock (the “Series E Prsferred Stock™ of Markland Tecknologies, Inc, (the
“Corporation™) into ghares {the “Conversion Shares™) of Technest Common
Stock (defined below)

The ceptioned Holder heyeby gives notice o the Escrow Agent and the Corporation,
pursuant to the Articles of Amendment (the “Asticles of Amendment”} for the Serics E Preferred
Btock of the Corporation that the Holder elects to convert the Converted Preferred Stock into
fully paid and non-assessable shares of Common Stock, par value $.001 per share (the “Technest
Common Stock™), of Technest Holdings, Inc., 2 Nevada corporation, held by the Corporation a¢
of the Conversion Date specified above. Said conversion shall be based on the following
Conversion Ratio {check one): '

{1 3,000 shares of Technest Copumon Stock per share of Series B Preferved Stock; or

[ of Technest Common Biock per share of Serias E Preferred Stock, based on
adjustment(s} contemplated by the Articles of Amendment

Based on this Conversion Ratio, the number of Conversion Shates indicated ghove should be
issued in the following name(s):

Name and Record Address

(Print pamme of Holder)
By:



