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PART |
Iltem 1. Business
Overview

We are a real estate developer that has substarfiatience building a diverse range of produathiting
single-family homes, townhouses, mid-rise condourirs, high-rise multi-family buildings and mixed-use
(residential and commercial) developments in subutommunities and high density urban infill aréés. build
projects with the intent that they be sold eithefese-simple properties, condominiums, or staldlimeestment
properties. We focus on geographic areas, produnctgrice points where we believe there is sigaiftdemand for
new housing and potential for attractive return®. sMrrently develop and build in the WashingtorG DRaleigh,
North Carolina, and Atlanta, Georgia markets wiveegarget a diverse range of home buyers, inclufiiat-time,
early move-up, secondary move-up, empty nester rdow and active adult home buyers. We focus ort wiea
call the “middle-market” meaning that we tend taldbin the middle price points in each market, alog low end
and upper end products. We believe that these pdugs cater to a significant and stable segmétiteohome
buyers in our markets. Since our founding in 198% as of December 31, 2006, we have built and et over
4,000 homes valued at over $1.0 billion.

Our markets have generally been characterizedrbggsipopulation and economic growth trends thaeHad
to strong demand for traditional housing. Whilevefer to purchase building lots that are develdpedthers
when practical, our core capabilities include th#itg to manage the entitlement and developmenandl for our
home building operations. We believe this is a ciement to the purchasing of finished building Idéreloped by
others because it enables us to pursue projedtidlia potentially higher returns. In addition, business includes
the development, redevelopment and constructigrsiflential mid-rise and highse condominium complexes. T
majority of our multifamily projects are in our core market of the geed/ashington, D.C. area. We believe tha
demographics and housing trends in the Washin@@narea will continue to produce significant demémrchigh
density housing and mixed-use developments. Irother markets, Raleigh, North Carolina and Atlateaorgia,
we are currently focused on lower density housinthsas single family homes and townhomes.

We were incorporated in Delaware in May 2004. Qusibess was founded in 1985 by Christopher Clemente
our current Chief Executive Officer, as a residaritind developer and home builder focused on theeaup home
market in the northern Virginia suburbs of WashamgtD.C. Prior to our initial public offering in Bember 2004,
we operated our business through four primary hgldompanies. In connection with our initial puldftering,
these primary holding companies were consolidatednaerged into Comstock Homebuilding Companies, ha
principal executive offices are located at 11466s®&t Hills Road, 5th floor, Reston, Virginia 20188d our
telephone number is (703) 883-1700. Our Web siens.comstockhomebuilding.coReferences to “Comstock,”
“we,” “our” and “us” refer to Comstock Homebuildirgompanies, Inc. together in each case with ousididries
and any predecessor entities unless the contegestsgjotherwise.

Our Markets

We operate in the greater Washington, D.C., RaJé\ginth Carolina and Atlanta, Georgia markets. \Wkelve
that the new home industry in our core marketevsy the long term, characterized by consistentaatehand a
limited supply of affordable new housing. Basedan experience, we believe that in the home buildindustry,
local economic trends and influences have a mgrafaiant impact on supply and demand, and theeedor
profitability, than national economic trends anfliances. We believe the leading economic indicafdrousing
demand is job growth. Each of our primary markefseeienced strong job growth in recent years. Wiebe that
where there is strong job growth there will be dapian growth which will result in demand for newusing.
According to the National Association of Home Beild, the Washington, D.C., Raleigh, North Carotind
Atlanta, Georgia metropolitan areas were each hinkéhe top 20 housing markets in the country Bagmn
single-family residential building permits issu@d2006. The Washington, D.C. metropolitan areanaaked as the
#10 housing market in the country based upon nfantily building permits issued in 2006, and theaftia, Georgi
market was ranked #2 in the country based upode®rsal building permits issued in 2006.




Our Business Strategy

Our general business strategy is to focus on fierresidential real estate development opportuitiehe
southeastern United States that afford us thetahdliproduce products at price points where weebelthere is
significant and consistent long-term demand for hewsing. We believe the housing industry is cytlin nature.
We recognize that current market conditions areeextly challenging. Accordingly, we have adaptedimsiness
plan and strategy with the goal of protecting ldityi, enhancing our balance sheet and positiotiegdompany for
future growth when market conditions improve. Imigection with this strategy, we have adopted a@wasive
approach to land acquisition and investment ané liaken a patient approach with respect to maskwreion. We
believe that by doing so we are enhancing ourtglidi take advantage of attractive real estatestment
opportunities in our core markets as market comaiitimprove. Our general operating business siydtag the
following key elements:

Attract and retain experienced personnel at alelsv We believe the key to success in our business is
attracting and retaining experienced professioaids! levels within the organization. This is jastimportant with
sales and field supervisor positions as it is widnagement level positions. We work to identifgrué, train and
retain the most qualified management and suppeosopael available.

Build in and expand with the strong growth marladtthe Mid-Atlantic and Southeast region of theteahi
StatesWe believe there are significant opportunitiesléag term growth in our existing markets and regionr
strategy is to operate our business in our currearkets and region to capitalize on the robust ecoes and
continued population growth of these areas. We &xpe economic growth in these markets to contiliie plan t
utilize our strong regional presence and our extersxperience in these markets to expand our tpagain these
markets through acquisition of both finished and tand as well as acquisition of local home buitdehose
operations would complement ours and enhance gupetitive position in the marketplace. With regaimsuch
corporate acquisitions we look for homebuilders tieve strategic land positions, strong local manaant teams,
access to additional land supply and good relatisswith local subcontractors. We expect to targat markets
within our core region that have favorable demogi@pnd economic trends where we believe we withble to
achieve sufficient scale over time to successfnfiglement our business strategy.

Manage our land inventory to provide the most atfitee margins or returns possibl/e believe that our
market knowledge and experience in land entitleraedtdevelopment enable us to successfully ideattfactive
land acquisition opportunities, efficiently manabe process of obtaining development rights andimmae land
value. We have the expertise needed to acquiredasitions in various stages of the entitlementdexklopment
process, which we believe provides us more oppitigsrto acquire development opportunities than yrarour
competitors. We believe we are able to utilize capabilities in land acquisition, land planningd dand
development to maximize the potential return adhiefrom developing each property. As a complemeihit
approach we also seek to acquire finished builthtgythat have been developed by others for ourehibuilding
operation. We believe our network of relationskdpsl broad recognition in our core markets givearuadvantage
over some of our competitors in acquiring finishetd. Because in the case of finished lots we d@ma@acquire
options on large numbers of lots with relativelyadindeposits in relation to the total land purchpsee, this
strategy of purchasing finished lots allows usdstefficiently control significant land positiomsth reduced
capital risk. As such, we intend to continue to@ptand positions whenever possible.

Create opportunities in areas overlooked by our petitors.We believe there is a significant market
opportunity for well-designed, quality homes anda@ominiums in urban and suburban areas in closdmity to
transportation facilities. Local governments in awarkets, especially the greater Washington, D.&ket, have
modified zoning codes in response to mountingitr@bncerns to allow for high-density residential’/dlopment
near transportation improvements. In our experiebhagers place a premium on new homes in develofweéthin
these areas. We believe that our high density towsé and condominium products, along with our suthistl
experience in dealing with both the market and lagguy requirements of urban mixed-use developmemtable us
to identify and create value in land parcels ofiearlooked by traditional home builders. As a resué believe we
have an opportunity to generate profit in more witng some of our larger competitors. We plan tioae to
focus on developing and creating these opportuniti¢hin our core markets.




Focus on a broad segment of the home buying maHeetmiddle of the market™Our single-family homes,
townhouses and condominiums are deliberately dedignd priced to appeal to a broad segment ofdhresfbuying
market. We serve a diverse customer base inclddstegime, early move-up, secondary move-up, enmaster
move-down and active adult home buyers. We refeustomers in these demographics as “middle market
homebuyers.” We believe first-time and early moypehome buyers represent a significant portion ahé@duyers
and have in the past, we believe, been more rasistanarket downturns and more responsive to niaek®unds.
We believe that the aging of the American poputatitakes it more likely that a significant perceetad the
population will continue to be attracted to secaogdaove-up, empty nester move-down and active dtulsing
products as well. We expect our diversified prodftgrings to position us to benefit from the paige population
growth in our core markets and provide long terotgution against periodic market fluctuations.

Position our inventory for the growing active aduiarketWe expect the large and aging baby boom
population in the United States to fuel growthhie aictive adult market of the home building industts the baby
boom generation ages, we anticipate that housinglolements focused on this population will captaitarger shai
of the market. We believe this growing segmenhefpopulation will also likely be attracted to tenvenience and
activities available in upscale urban mixed-usévacdult developments. Active adult developmengsadten
favored by local governments because they incrémstax base while requiring fewer government-fuhslervices
and infrastructure, such as schools and summerar as compared to traditional developmentsatttictct
younger families. We believe that because of opedarnce and capabilities and our focus on thehsasterr
United States that we are well positioned to béffiefin this growing demand.

Maximize our economies of scal&Ve apply a production home builder approach tofatlur product
categories. In many instances, we utilize planesscmultiple markets which we have built numeraugs. This
repetitive manufacturing process allows us to min@ost through value engineering resulting fraevjpus field
experience. We are also able to coordinate labdmnzaterial purchasing under bulk contracts therelycing unit
costs. As a result, we are able to realize ecormofiscale in the purchase of raw materials, sappthanufactured
inputs and labor. As we expand, we will seek to iméze these benefits through purchasing arrangesmeitih
national and regional vendors.

In light of current depressed market conditionthim homebuilding industry we have adopted the Valg
additional business strategies which we will foonghroughout 2007 and into 2008:

Protect liquidity and maximize capital availabilityFor so long as market demand for housing remains
depressed we will remain highly focused on mairngitiquidity by limiting our investments in longitm real estal
projects. We will build our pipeline of new devetopnt opportunities through a cautious and measapptbach.
When available, we will focus on the acquisitiorfinfshed building lots and parcels with shortends to market
that often have reduced equity requirements as acedpo raw land parcels that require entitlemedt a
development. In addition, in order to maintain midint operating liquidity and capital availabilitye will continue
to sell certain assets that are either highly laged or have significant cash equity.

Invest in creating a highly qualified sales for@pable of closing sales in difficult timé&e believe that
enhancing the capabilities of our sales forceit&cat to success in a difficult market. Accordiggive have initiated
an organized recruiting effort and enhanced oumitrg programs to ensure that we have the besiljessles
force. We believe this will increase conversionagtdecrease cancellations, and improve pricinggpo

Maximize the realized value of our real estate alvnBecause of the our depth of experience in mangmifft
aspects of real estate development we believenmbare able to continuously evaluate and re-evalinet use of the
real estate we own and therefore are well positidngdentify alternative uses for the inventory ewen that may
increase the value of such properties. This effoctrrently primarily focused on our multi-famihssets in the
greater Washington, D.C. area where the demansbith products has been temporarily depressedessith of
over building and high price appreciation. One nearin which we are addressing this is by sellingaie
condominium projects in part, or in whole, to bug/ef for-rent properties. As a result of the vary lvacancy rates
in the apartment inventory in the Washington, Caf@a the values of for-rent apartment propertiesicoe to be
enhanced. We have been successful in selling nartaidominium assets as for-rent property and matirtue our
efforts in that regard to ensure that we are takiegs that we believe will enhance our balancetsied liquidity.
Our effort in this regard tends to be with resgedtertain inventory that is either underperformandolds a higher




total value for a rental property owner that itethise would for individual homeowners in the aggte. In
properties where a bulk sale is impractical we Haite@ated our own internal ‘bridge’ rental operais to maximize
short term cash flow from the property and minintie¢ debt service obligations while we wait for kedr
conditions to improve.

Concentrate on finished lot option takedown oppuities. In an effort to minimize the equity required in an
acquisition of building lots and shorten our asset cycles we have increased our focus on finigheldling lots
sold by developers on an option takedown basis.

Identify and capitalize on undervalued and/or dissed real estate asséfée believe that in every real estate
downturn there are opportunities to acquire progefor development that have the potential ofvéeling above
average returns in the future. Because of our skterexperience in real estate development anéxperience in
managing more then one cyclical downturn and cgtlipturn, we believe that we are well positionedientify
attractive opportunities. By intensely focusinghe short term on our liquidity and by taking stépgnhance our
balance sheet and cash reserves, we believe thatlivize well positioned to capitalize on such oppaities.

Capitalize on our public status to attract capitaid build a sustainable pipeline for future growitie believe
that as a public homebuilder we have advantagescawerivate peers when it comes to access tdaldpi virtue
of our public status. We intend to capitalize oa ttansparent nature of our financial reporting atilize our public
currency to attract alternative sources of cajmital the company and acquire growth assets witHepteting our
liquidity.

Invest in technology to streamline operations, @&se our ability to communicate with customers facditate
growth.During 2006 we invested in the upgrade of our imfation management and accounting systems. This new
platform will allow us to manage our business neffeciently and better control our costs as we grotwe platform
we have created will help position us to bettdiagtitechnology to facilitate the sale of our proth) communicate
with customers and enhance operating results.

Our Operations

We integrate the process of building a home byfallyecontrolling each phase of the process frondla
acquisition to the construction, marketing and séle home. During every stage of the process weage risk and
focus on products, geographic areas and price poirgn effort to maximize our revenue and prafiportunities.

Land I dentification and Acquisition

We believe that by controlling and managing a sigant portion of our land inventory through optsowe will
be better able to manage our growth in accordaiitteonr business plan and long term growth objestiv

In the past we have acquired land for our homelmgl operations both as finished building lots asdaw lan
that we develop. Today we seek to acquire landviiibbe delivered to us as finished building letsd/or develope
building pads whenever practical. Our goal is totcact to purchase land from land developers wHbmaintain
ownership of the land through the entitlement agnetbpment process. When we contract to purchaskifethis
manner we typically will provide our home buildiagd entitlement expertise to the seller in ordeartsure the land
is developed in a manner consistent with our pfanthe project. By contracting to purchase landrdythe
entittement and development process that will @elivoon completion of development we reduce therniiial risks
associated with seeking entitlements and perfor@ing development.

We currently own and buy land that we develop budding lots ourselves. We will generally buy urdbpec
land when we are developing high-density projeetsalbise the product design is often integratedtirgsite
development operations. We also buy land that weldp into traditional building lots when we beléethe capital
outlay and additional risk associated with deveigghe land is manageable and the return on inegtmill be
enhanced. When we purchase these types of sitesfier the development rights have been secwiith
eliminates or substantially reduces risks assatiaith seeking entitlements.

We also engage in the business of converting egiséntal apartment properties to for-sale condamin
projects. This process involves the purchase aftiexg structures which are occupied by tenants ledlses of




varying duration. When we purchase these propestéesubdivide the units and form a condominium eission. In
these projects we have and continue to investaldpithe improvement of the common areas and iextetin the
past, our strategy was that as the tenants’ leageged we renovated the interiors of the apartsiantl then sold
each apartment as an individual condominium unitetent months our business model has changetb doarket
conditions. In response to slowed absorption egdhmojects we have elected to continue to leaseldimventory
to renters. We have not abandoned our intent tarselnits as condominiums over time but we hawesen to
temporarily manage the properties as rental ags@iffset the debt service associated with holdivegassets for
sale. In certain cases we have sold condo convewsiits in bulk to rental project investors andrapers. We do n
currently expect to continue to acquire additicc@dominium conversion and similar projects.

Our land acquisition and development process isseem by an executive land committee that includes
representatives from our various business depatin€his committee meets regularly to evaluate gosve land
acquisitions and underperforming assets. The co@en@valuates several factors that could affecbtiteome of a
project under consideration. These factors include:

 supply and absorption rates of similar new homégegts;

« supply and absorption rates of existing homeseéraitea

« projected equity requiremen

« projected return on invested capil

« status of land development entitleme

« projected net margins of homes to be sold by

 projected absorption rate

« demographics, school districts, transportationlitees and other locational factors; a
« competitive market positionini

We focus on acquiring new projects that we belieaee the potential to generate revenue on home aalevel
as appreciation in land value through the appbeatf our entittement and development expertisenyvif the sites
we choose to invest in have been overlooked byelargtional competitors due to the complexity afing and
entitlement issues or other development charatiteri€Our acquisition due diligence process invslaehigh level ¢
scrutiny which includes a variety of analyses, uidahg land title examination, applicable zoninglaa#ions,
environmental analysis, soil analysis, utility dahility studies, and marketing studies that revjgpulation and
employment trends, school districts, access t@regitransportation facilities, prospective homgdprofiles,
sales forecasts, projected construction costsr lafe material availability, assessment of polititgks and other
factors. While we make assumptions about costeeéldpment and construction as well as sales grieie often
will not know these items for sure until after wavle committed to or purchased the project.

Land Entitlement and Devel opment
We manage development opportunities and risks ¢iraur in-house entitlement processing group.

We have extensive knowledge and experience irspbeas of the site selection, land planning, emiént and
land development processes. Specifically, we haréfeant experience in dealing with the governta¢and
regulatory authorities that govern the site setectdevelopment and zoning processes. Entitlensethei process by
which a local government determines the densinjilitpermit to be developed on a particular propeEntitlements
and development permits are often obtained throegjotiations with local governmental authoritiekisTprocess
often involves consultation with various partieg;luding the local homeowner associations, fedgoaérnmental
agencies and environmental protection groups. strinature improvements, such as sewers, roadiiastind
transportation improvements are often requiredetdilt in connection with the development of ageaof land.

Our experience and knowledge allow us to effecfivedgotiate with all concerned parties in an attetop
ensure the costs of the improvements associatédobtaining entittements are commensurate with the




development potential of the subject property. \&ie guickly assess the likely approvals on a pddiqoroperty in
the early stages of our due diligence process. iesualt, we can control the details of developmiotn the design
of each community entryway to the placement ofedseutilities and amenities, in order to efficlgresign a
development that we expect will improve our abititymaximize the potential return on our investmiarthe
property. We seek to manage development risk byieng options to purchase properties after theaaygd of the
necessary entitlements, while assuming contrah@f entitlement process, thereby deferring actjarsof the
property until all necessary entitlements are ole@di

Our goal is to maximize returns on assets we cbatrown. As such we may, from time to time, setsland
parcels within our developments to other home leuddThis strategy enables us to better balanceeentory and
create a more well-rounded community. With respecur inventory, our goal is to purchase our iteenwhen it
is ready for a home to be built but we also buy lavd that is entitled. Typically we will own appimately 50% o
the total land we have under our control at anggitime. Our goal in 2007 is to reduce that to 8@4n average
so that we reduce the risk associated with ownersthihe land under our control. We expect to exipaur control
of building lots through more option contracts fimished building lots and developed sites. As eEBmber 31,
2006, we controlled over 4,000 building lots in owsirkets.

Sales, Marketing and Production

Our primary target markets are first-time; earlymaap and first move-down home buyers. We haveda wi
variety of product lines and custom options for prrducts that enable us to meet the specific nekeach of our
markets and each of our home buyers. We believethradiversified product strategy enables us &t berve a
wide range of home buyers in our target demograpdnicl adapt quickly to changing market conditide.
continually reevaluate and improve upon our exgspnoduct designs and develop new product offerindeep up
with changing consumer demands and emerging maekets.

Our single-family homes range in size from appragety 1,400 square feet to over 6,000 square fabt w
target pricing from the $100,000s to the $700,0@0g. townhouses range in size from approximate?@d square
feet to over 4,500 square feet and are typicalilyegrfrom the $100,000s to the $600,000s.

Unlike many of our traditional home building comipats, we also design, sell and build mid-rise high-rise
condominiums. We believe that our condominium podslare particularly well-suited to the high-depsinfill and
active adult home buyer markets. Our condominiuange in size from approximately 400 square feevar 2,400
square feet and are priced from the $100,000s&0 $1 million. Our average new order price ovepatiduct types
was $245,000, $365,000 and $369,000 for the yeaded December 31, 2006, 2005 and 2004, respsctivel

We typically act as the general contractor in thestruction of our wood frame single-family homes,
townhouses and mid-rise condominium buildings. @jqets where we offer these product lines our eygxs
provide land development management, constructianagement, material purchasing and quality control
supervision on the homes we build. Substantiallg@hstruction work on these types of projectsasalby
subcontractors that contract directly with us aiitth wwhom we typically have an established relatiopsOn our
high-rise and mixed-use developments where we &jlgibuild concrete structures, we engage a gemeratactor
for the site preparation and construction managénaed typically we have a fixed price or a grosimum price
bonded contract with the selected general contralctdhese instances the subcontractors that pertfioe
construction work are typically contracted diredilythe general contractor that we select. On ptsjghere we
offer these product lines our employees provide ldevelopment oversight management, constructiatitgu
supervision and construction management servioed! Instances we follow generally accepted mamage
procedures and construction techniques which awsisent with local market practices. We belieat the comply
with local and state building codes on all of oavelopments.

Our goal is to commence construction on a majarftyur single-family homes after a contract is sigand
mortgage approval has been obtained by the homerbe generally begin construction of our townlesuand
condominiums after we have obtained customer pgeeesanmitments for a significant percentage ofuhgs in the
building. Depending on the market conditions arelghecific community, we may also build speculativenes.
Most of these homes are sold while under constai are used as model homes during the markptinge of th
project. We closely monitor our inventory of spettivie units applying a measured approach to unit




production in keeping with sales absorption. Irereanonths we have experienced increases in catioalrates
which have caused us to have more constructed Ispi@etinventory. We have suspended additional siagive
building at most of our projects as we work throtig process of selling existing inventory firsh Gccasion we
will sell a completed model home to a third partyastor purchaser who is willing to lease backhbme to us for
use during the marketing phase of a project.

To facilitate the sale of our products, we normalljid, decorate, furnish and landscape model hdoresach
product line and maintain onsite sales officesnbst cases, we employ in-house commissioned satssimel to
sell our homes. On occasion we will contract forke&ing services with a third party brokerage fiill. personnel
engaged in the sale of Comstock homes receive sxtetraining in the sales process from our in-lecees
training group. We strive to provide a high levétastomer service during the sales process. Thirougti lingual
home buying seminars, relationships with prefemexitgage lenders and utilization of a series oppetary custor
marketing programs, we are able to educate oupputs, prepare our customers for home ownershifalpdour
homebuyers obtain a mortgage tailored to theirifipe®eds.

Our unique NextHom# programs are designed to assist our customersriy aspects of purchasing a
Comstock home, as follows:

« DownRight!™ — a program designed to help identify ways to nleetdown payment requirements of a new
home purchase¢

« Tailor Made™ — a program with unique financing products anceagrents with major lenders that tailor a
monthly payment in order to make home ownershiprdfble in any interest rate clima

e Get It Sold™ — a program designed to help our customers saill turrent home quickly and efficiently in
order to facilitate their purchase of a new Conlistoeme;

* Al@Home!™ — a program enabling our customers to design @olgy solutions for their new Comstock
home to meet their individual specificatiol

* Built Right™ — a quality assurance program incorporating gquakisurance inspections with high-quality
materials; an

« Home Styld™ — an optional upgrade program providing hundrddsptions to choose from to customize a
new Comstock home to suit the specific desiresuofcostomers

All personnel involved in the sale of our homeseiee extensive training on the product they arbngglin
addition, our sales professionals are trained ersgiecialized programs offered by us in connegtiibim the
purchasing, customizing and financing of a Comstaoate and the warranty we provide. We employ inseou
commissioned sales personnel to sell our homednt&ied to employ our sales personnel on a long-teasis,
rather than a project-by-project basis, which wigele results in a more committed and motivatedsébrce with
better product knowledge. We believe that thiséngssitive impact on sales and conversion.

Our corporate and local marketing directors worthvacal project and sales managers to develop etiack
objectives, sales strategies and advertising abtigmelations programs for our communities. Thebgctives,
strategies and home pricing decisions are subjesgpproval by senior management. We typically huktorate,
furnish and landscape model homes for each prdihécand maintain onsite sales offices, which geroseven
days a week. We believe that model homes playtiaalriole in our marketing efforts.

Our homes are typically sold before or during carcton through sales contracts that are accomganjiea
cash deposit. Such sales contracts are usuallgdiitbjcertain contingencies such as the home taughility to
qualify for financing. Cancellation rates are sgbj® a variety of factors beyond our control sastconsumer
confidence, media hype relating to homebuilding adderse economic conditions which lower consumer
confidence, increase mortgage interest rates agatinely affect the sale of our existing homes. iBgi2006 our
cancellation rate increased across all or our prsda all of our markets. Cancellations and ofaetors can
increase the level of speculative inventory we Haddh time to time.

In 2006, we opened an innovative sales centerdddatReston, Virginia. Unlike the typical buildgesign
center, this facility does not sell options; rathesupports cross-product and cross-community gimgpin one




central location. In the Comstock NextHome stomspects are able to see multiple Comstock proyeittsn
multiple markets, arrange for financing and shapofations all in one location. While this locatidnes not replace
on-site models, it allows us to shorten a projetit'e-to-market and it provides a permanent locatitere projects
are previewed and prospects are introduced to timestbck experience.

Our Communities

We currently have active communities under develapinm the following states and counties:

State County
Georgia Forsyth, Gwynett, Fulton, Paulding, Jackson, Cheg
Maryland Frederick
North Caroline Wake, Raleigh, Johnston, Durh:
District of Columbia Washington, DC
Virginia Arlington, Fairfax Loudon, Prince William, Culpepr.

The following chart summarizes certain informatfonour current and planned communities at Decerther
2006:

As of December 31, 200

Lots

under Average
Estimated Lots Option New
Product Unitsat  Units Owned Agreemen Order

Project State Type(2) Completion Settlec Backlog(3) Unsold Unsold Revenue to Dat
Status: Active(1)

Allen Creek GA SF 26 18 — 8 — $ 210,27:
Arcanum GA SF 34 11 1 22 — % 438,85¢
Brentwood Estate GA SF 33 19 1 11 23 145,07.
Falling Water GA SF 23 7 4 12 — % 571,15!
Gates of Lubero GA SF 32 1 1 30 — $ 609,00(
Glenn lvey GA SF 65 10 5 50 — % 306,86
Highland Statior GA SF 10& 22 4 79 — $ 341,19:
Maristone GA SF 40 3 — 37 — 3 264,93(
Senators Ridg GA SF 60 16 — 44 — $ 244,61¢
Wyngate GA SF 28 — — 28 — n/e
Traditions GA SF 4 — — 4 — n/e
Sut-Total/Weighted Average (4 45C 107 16 32t 2$ 305,98:
Emerald Farn MD SF 84 77 — 7 — % 457,62!
Suk-Total/Weighted Average 84 77 — 7 — 3 457,62!
Allyn’s Landing NC TH 11€ 39 18 59 — $ 307,32:
Brookfield Statior NC SF 13C — — — 13C n/e
Carpenter Point NC SF 5 5 — 2 — $ 142,28(
Haddon Hall NC Condc 90 — — 90 — n/e
Kelton at Presto NC TH 56 39 4 16 — $ 340,58¢
North Farms NC SF 13¢ 29 2 11 9% $ 190,95¢
Pine Hollow NC SF 10 3 — — 7% 168,90¢
Providenc-SF NC SF 14¢ — — 34 114 n/e
Riverbrooke NC SF 68 30 1 37 — $ 171,17:
Strathaver NC SF 6 6 — — — % 382,40:
Wakefield Plantatiol NC TH 77 40 1 16 2C $ 504,59:
Wheatleigh Preserv NC SF 28 12 B 13 — $ 330,41¢
Sut-Total/Weighted Average (4 872 20z 29 27¢ 367 $ 312,69




As of December 31, 200

Lots
under Average
Estimated Lots Option New
Product  Units at Units Owned Agreemen Order

Project State Type(2) Completion Settled Backlog(3] Unsold Unsold Revenue to Dat
Barrington Parl VA Condc 14¢ — — 14¢ —$ —
Beacon Park at Belmont Bay 8¢ VA  Condc 60C — — 11z 48¢ $ —
Blooms Mill Carriage VA TH 91 91 — — —$ 453,64:
Carter Lake VA  Condc 25¢ 25¢ — — — $ 155,04(
Commons at Bellemeac VA Condc 31€ 58 3 25E — $ 236,08:
Commons on Potomac ¢ VA  Condc 192 4C 2 15C — % 275,57(
Commons on Williams S VA Condc 18C 104 2 74 — 3 358,66:
Penderbrool VA Condc 424 23¢ 7 17¢ — $ 265,94t
River Club at Belmont Bay VA Condc 84 82 — 2 — 3 449,21(
The Eclipse on Center Pa VA Condc 465 134 25¢ 73 — $ 711,96(
Woodlands at Round Hi VA SF 46 24 — 22 — 3 757,11¢
Sut-Total/Weighted Average 2,80¢ 1,03( 272 1,014 48¢ $ 418,42
Total Active 4,21C 1,417 317 1,62¢ 857 $ 398,04!
Status: Developmen

East Capito DC Condc 13C — — 13C — n/e
Sut-Total: 13C — — 13C —

Cedars Roa GA SF 10¢ — — — 10¢ n/e
Highland Avenue GA SF 30 — — 30 — n/e
James Roa GA SF 50 — — 50 — nle
Kelly Mill Road GA SF 28 — — — 28 n/e
Post Roac GA SF 59 — — 59 — nle
Post Road | GA TH 54 — — — 54 n/e
Settingdown Circle GA SF 172 — — 172 — n/e
Shiloh Roac GA SF 61 — — 61 — n/e
Tribble Lakes GA SF 20C — — 20C — n/e
Sut-Total: 765 — — 572 191

Massey Preserv NC SF 297 — — 297 — n/e
Holland Roac NC SF 81 — — 81 — n/e
Providenc-TH NC TH 80 — — — 8C n/e
Boyce Roac NC SF 33 — — — 33 n/e
Lakeshore Hills NC SF 34 — — — 34 nle
Stowe Roac NC SF 11C — — — 11C n/e
Sut-Total: 63t — — 37¢ 257

Aldie Singles VA SF 15 — — — 15 n/e
Blake Crossing VA TH 13C — — 13C — n/e
Brandy Statior VA SF 35C — — — 35C n/e
Loudoun Station Condominiun VA Condc 484 — — — 484 n/e
Station View VA TH 47 — — 47 — n/e
Sut-Total: 1,02¢ — — 177 84¢

Total Development 2,55¢ — — 1,25% 1,297 n/a
Total Active & Development 6,76¢ 1,41 317 2,881 2,15¢ $ 398,04!
Status: Joint Venture

North Shore Condominiums( NC Condc 19¢€ — 7 18¢ — 3 286,36:
North Shore Townhomes(! NC TH 162 33 7 12z — $ 239,10°
Countryside(6 VA Condc 10z 67 2 33 — $ 274,81t
Total Joint Venture 461 10C 16 34t — % 263,19¢
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(1) “Active” communities are open for sales. “Developrtiecommunities are in the development processteave
not yet opened for sales. “Completed” communitiggehsettled all units during the year ended Decei®bge
2006.

(2) “SF’ means single family hom“TH” means townhouse ar*Condc” means condominiun

(3) “Backlog” means we have an executed order withyehtinclusive of lot sales, but the settlement iatsyet
taken place

(4) “Weighted Averag” means the weighted average new order sale
(5) Not consolidatet
(6) Consolidated, under Fin ¢

Greater Washington, DC Area
Northern Virginia Market

Aldie Singless planned to be a 1&nit in development in Aldie, Virginia. The commutpnis planned to have
single family homes on 3 acre and above home gMeBecember 31, 2004 the project was under contide
project is expected to be ready to open for sal@907 with settlements expected to begin in |@@&72We are
currently in default of our option contract and ateempting to renegotiate terms with the sellers.

Barrington Parkis a 148-unit mid-rise, walk-up, garden style candoum development in Manassas Park,
Virginia. We completed the acquisition of the ldndate 2005. Sales at the project were slow duttiggcourse of
2006 so we decided to postpone settlements in todaeserve the value of the project as an intauhl
community. In early 2007 we initiated rental opinas at the project while we wait for either aneoffo purchase in
bulk or an improvement in the condominium markeé kéve postponed the start of construction onehmining
buildings at the community

Beacon Park at Belmont Béyplanned as a 600-unit active adult condominiemmunity located at the
convergence of the Potomac and Occoquan Riverslatdt Bay in Woodbridge, Virginia. This developrhén
designed as a combination of nine and five-stoildimgs with open rooftop decks overlooking the @raind golf
course. The project is deed-restricted such thatofithe buyers for each unit must be 55 yeargefa older and
will include active adult lifestyle amenities, suat a health and wellness center, a business cgotst
accommodations and swimming pools. We currently @i lots for 4 buildings of 28 units each withoagd term
option on the remaining 499 lots. Sales openedancki 2007.

Blakes Crossings a parcel we own in Culpeper, Virginia designed1f30-unit townhouses. The project is
currently under contract to be sold for commerd&lelopment.

Blooms Millis a 377-unit development in Manassas, Virginias Hevelopment offers a mix of single-family
homes, attached carriage homes and townhouseslelleébopment amenities include a community club, swimn
pool and “family friendly” street plan all in a tiional village setting. At December 31, 2006, iegle family
homes were sold out and fully delivered.

Brandy Stationis a 350-unit single-family home development ing&ger, Virginia. The project is currently
under option takedown contract while we managerdugh the entitlement process. We will close angtoperty
when approvals have been received if we are stilfident that the option price in place makes sgngen market
conditions at the time. We expect to open thisqoijor sales in 2008.

Commons at Bellemeadéea 316-unit condominium conversion located indleag, Virginia. We acquired the
property in September 2005 and immediately begamtbcess of sullividing the units into condominiums. We i
in the process of renovating the common areastandriit interiors. We opened the project for sédesxisting
tenants in October 2005 and to the general publiddvember 2005. The project began settling unitate 2005
and is expected to continue settling units into200

Commons on Potomac Squase 192-unit mid-rise condominium complex in LouddCounty, Virginia. The
complex will consist of four buildings. The projéstpositioned for first-time homeowners and igimted to offer
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significant appeal to renters in the market seekingove up to home ownership. Sales opened ir22dd and
settlements began in early 2006 and will contirte #008.

Commons on the Parkas a 258-unit condominium conversion project istBe, Virginia. We purchased the
project in January 2006 and sold it to a rentapprty owner in November 2006.

Commons on William Squaiga 180-unit two-over-two townhouse condominiurgelepment in Prince
William County, Virginia. Sales opened in the fduduarter of 2004 and settlements began in thenslealf of
2005 and we expect sales and settlements to cerfimaughout 2007 and perhaps into 2008.

Countrysidas a 102-unit apartment complex in Sterling, Viigithat we converted to condominiums. We
acquired the property in March 2005. We completegrovements to the common areas and exteriorseof th
buildings. Sales opened during the third quarte2Qff5 with settlements beginning in the fourth ¢gra2005. In
December 2006 we sold the balance of the unsotd ima bulk transaction. We entered into a mankgsiervices
agreement whereby we continued to manage salbgs icommunity and earn a commission on the resdatesg
units individually.

The Eclipse on Center Paika 465-unit high-rise condominium complex in Agton County, Virginia.
Located at Potomac Yard, just minutes from downtdMashington, D.C., the Pentagon and Reagan National
Airport, the project is designed as an upscaleanngtyle mixed-use complex with residential condooms being
built above an 80,000 square foot retail complext thill host a grocery store and other conveniasr@nted
retailers. Upper floors will have views of the Rofc River and the monuments in Washington, D.GesSfalr Phas
| opened in the second quarter of 2004. Salestias® 1l began in December 2005 and continued tihautg?006.
Settlements began in November 2006 and will coetitmioughout 2007 and possibly into 2008.

Loudoun Station Condominiurissplanned as an up to 484 unit mid-rise condomini@mplex located in
Ashburn, Virginia. The project is part of a highrddy, transit-oriented, mixed-use development Wwliscmodeled
after the successful Reston Town Center in ReMginia. The project is at the terminus of therpiad Metro
extension past Washington Dulles International ditpThe project will have 1,500 multi-family resiatial units
between condominiums and rentals and will have omnermillion square feet of retail and commercjace. In
light of current market conditions we have delagfeziclosing on the land and the opening of thiggato
indefinitely. Because of our continuing involveménthis project we are still carrying approximat&fL.2 million o
real estate cost in our real estate held for dgwveénmt and sale. If we are unsuccessful at selliagemaining units
for a profit we may be required to writedown ourrgang value.

Penderbrook Squaris a 424-unit rental apartment complex which wecamverting to condominiums in the
Fair Oaks area of Fairfax County, Virginia. We dced the property in February 2005. We have masigrificant
investment in renovations at this project includmgnmon areas, building exteriors and units heatyrsgems. Sales
opened in April 2005 with settlements beginningume 2005 and continuing to date. We are curremdigaging
both for-sale and rental programs at this projedtelp offset carrying costs until the market im®.

River Club at Belmont Bayis a three-building, 84-unit condominium developtlenated at the convergence
of the Potomac and Occoquan Rivers at Belmont Bayaodbridge, Virginia. Settlements began in 2008 will
conclude in 2007.

Woodlands at Round Hiis located in western Loudoun County, Virginia, afi¢he fastest growing counties
the United States. This large lot single-family feodevelopment has 65 lots of three or more acrels. &de are
acting as the developer of the site, and we aneitly building road and utility infrastructure fire home sites.
This project opened for sales in 2004. Settlemkeagsn in early 2005 and will continue into 2008 podsibly into
2009. In September 2005, we sold 19 lots to andtberebuilder who is now open to sales in the comtyun

Maryland

Emerald Farmis an 84-unit development of single-family home&iaderick, Maryland. The development is
conveniently located near major transportationesuErederick, Maryland is currently experiencingader
moratorium that has shut down development in tka.arhe project has been open for sales since 200
expected to be completed in 2007 or 2008.
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North Carolina Market
Raleigh, North Carolina

Allyn’s Landingis a 117-unit townhouse development located irhtreat of Raleigh, North Carolina near
Research Triangle Park and the Raleigh-Durhamrat&mal Airport. The project overlooks an eighteatake and
includes amenities such as a fountain, gazebo,ingatkails and canoe rack. In 2006 we repositiotiedproject by
changing product types. The project is currentlgrofor sales and is delivering homes. Deliveriesexpected to
continue into 2008.

Holland Roads a 81-unit single family homes development ineRgl, North Carolina which is opened for
sales and expected to began deliveries in the ddualfiof 2007.

Kelton at Prestoiis a 56-unit upscale townhouse development in thstigious Kelton golf course community
of Cary, North Carolina. This project has threehb®e courses, a swimming complex and a clubhoutiefitness,
tennis and dining facilities. Many of our home siteve golf course views. This project is currenfien for sales
and is delivering homes. Deliveries are expectezbtdinue into 2008.

North Shords a unique community located on the Centennial @eof North Carolina State University. It
consists of 163 townhouses and 196 mid-rise conaiami units. The mid-rise condominium residencesfigee
story elevator buildings with structured garagekjmay. The townhouse residences feature four firddbeels,
private garages, a rear deck and a rooftop terfidis.project is owned through a 50/50 joint veatwith Raleigh
Property Group Il, LLC and as such is reportedubtothe equity method and excluded from our honilgling
revenue and backlog. (See Note 7 of notes to awsatmlated and combined financial statements &@eckmber 31
2006). This project is not currently open for sgleading resolution of litigation between us andjoint venture
partner.

Wakefield Plantatioms a 77unit development in Raleigh, North Carolina consgbf townhouses and carria
homes. Our unique carriage homes at Wakefieldtteteed homes with as much as 5,300 square féitisiied
living space in three and four-unit configuratiavish two-car garages and interior court yards. Tingect is
currently open for sales and is delivering homesivgries are expected to continue into early 2008.

Brookfieldis a 130-unit single family development in Raleiyforth Carolina. This development, with its
projected swimming pool complex, is convenientlgdted near Rt. 264 in Raleigh. This developmeptadgected to
open for sales in the end of 2007 and is expectée tompleted in 2009.

Haddon Hallis a three building 90-unit condominium developmenated in Apex, North Carolina. This
development is currently open for sales and expectdegin deliveries in the end of 2007.

Massey Preservis a 297-unit single family development in Raleitjforth Carolina. These 2,600 to
3,000 square foot homes are conveniently locatédemew 1-540 by pass as well as a new elemestdigol in
walking distance. This development is now opersfidles and is expected to be completed in 2008@8.20

North Farmis a 138-unit single family homes development iay@n, North Carolina. These spacious
craftsman-style homes are located within the FloRlantation community with shopping and recreafamilities in
walking distance.

Pine Hollowis a 7-unit single family development in Raleighgrith Carolina. This development has an
18-hole golf course, tennis center and communityl pomplex. This development is expected to be detag by
mid 2007.

Providence single familig a 148-unit single family development in Raleifyforth Carolina. This development
is convenient to downtown Raleigh as well as wajkdiistance to both North Hill and Crabtree Valleglld. This
development is now open for sale.

Providence townhomes an 80unit single family development in Raleigh, Northr@l@a. This development
conveniently located to downtown Raleigh as wellvatking distance to both North Hill and Crabtrealléy Malls.
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Riverbrooke llis the second phase of a 68-unit single family tigraent in Raleigh, North Carolina. This
development’s easy accessibility to interstate8 &dd 1-440 make for quick commuting around thg oftRaleigh.

Wheatleigh Preservis a 28-unit single family development in Raleitforth Carolina. These quarter-acre lots
are fully amenitized, with a community pool, tréeeld hiking trails and playgrounds. This developtiscurrently
open for sale.

Charlotte, North Carolina Market

In early 2007 we made the decision to withdraw ftbe Charlotte, North Carolina market. This decisio
affected Boyce Road, Stowe Village and Fairhillsjak we now no longer plan to open for sales.

Greater Atlanta Market
Atlanta, Georgia

Allen Creek is a 26-unit single family home development ia guburbs of Atlanta, Georgia. These single
family homes have brick or stacked-stone exteidme a hardwood foyer, chair rails, shadow-box &imd tray
ceilings in the master suite. This developmentiisently open for sales and should be completethéyend of
2007.

Arcanum- is a 34-unit single family home development ia fuburbs of Atlanta, Georgia. These single family
homes have brick, stone and shake exteriors amaddavbod floors in the interior. This developmens bacess to
the Polo Country Club. This development is curged#livering homes and is projected to be closedrof007.

Brentwood Estatesis a 26-unit single family home development ia fuburbs of Atlanta, Georgia. These
single family homes have brick or stacked-stonergxts and a hardwood foyer, chair rails, shadow+bion and
trey ceilings in the master suite. This developnigurrently open for sales and should be comglbyethe end of
2007.

Falling Water- is a 23-unit single family home development inatstock, Georgia a suburb of Atlanta. These
single family homes have brick, stone and shakerixs. This development is currently deliveringrtes and is
projected to be closed out in 2007.

Gates of Luberonis a 32-unit single family home development ia guburbs of Atlanta, Georgia. The homes
in this development are some of the largest honmesstbck Homebuilding of Atlanta has built in AtlanThe
single family homes have brick, stone and shakerixs and spacious floor plan. The developmenehay access
downtown Atlanta via Hwy. 141. This developmentisrently delivering homes and is projected to losexd out ir
2007.

Glen lvey- is a 65-unit single family home develaprhin the suburbs of Atlanta, Georgia. Homes is th
project have a spacious layout. The developmenalasnmunity pool complex and nature trails as aglbeing
located near Lake Lanier. This development is @eling homes currently and is projected to be claggdn mid-
year 2008

Highland Ave- is a 30-unit single family home development ia thman Park section of downtown Atlanta,
Georgia. The development is currently under devakqt and is projected to begin selling homes in 20id8.

Highland Station is a 105-unit single family home development uw@nee, Georgia a suburb of Atlanta. The
homes in this development are appointed with dirggs, hardwood floors and Corian countertops asddrd. The
development also has a pool complex with cabana. dévelopment is delivering homes currently angrgjected
to be closed out in 2008.

James Roadis a 50-unit single family home development ia Suburbs of Atlanta, Georgia. The development
is currently under development and is projecteletgin selling homes in mid 2008.

Maristone- is a 40unit single family home development in the subwbAtlanta, Georgia. The developmen
complete with tennis courts, swimming complex armdiana. This development is currently open far aaH is
projected is scheduled to be closed out in mid-Peas.
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Post Road is a 59unit single family home development in the subwbAtlanta, Georgia. The developmen
currently under development and is projected tarbsglling homes in 2007.

Post Road It is a 54-unit townhouse development located irstitaurbs of Atlanta, Georgia. Development of
this development is projected to start at the d#D67 and be open for sales in 2008.

Senators Ridgeis a 60-unit single family home development ia thestern suburbs of Atlanta, Georgia. The
development offers extensive amenities like a ahuisle, swimming pool, tennis courts and basketloaifts. This
development is currently delivering homes and ggquted to be closed out in 2007.

Settingdown Circle is a 172-unit single family home developmenthia suburbs of Atlanta, Georgia.
Development of this development is projected td stethe end of 2007 and is expected to be opesales in 200¢

Shiloh Road is a 61-unit single family home development ia guburbs of Atlanta, Georgia. The development
is currently under development and is projecteletgin selling homes in 2007.

Traditions at Braseltonis a 4-unit single family home development in theskirts of Atlanta, Georgia. These
estate homes are located directly on a champiorishimwle golf course with many other amenities.Seheomes
that start at 4,500 square feet, have bountifukgief the course. This development is currentlynojpe sales and is
projected to be closed out in 2007.

Tribble Lakes is a 200-unit single family home developmenttia suburbs of Atlanta, Georgia. This
development will have a wide array of amenitieatsgically located around the beautiful lake. Theadopment is
currently under development and is projected tarbeglling homes in 2008.

Wyngate is a 28-unit single family home development ia fuburbs of Atlanta, Georgia. This development is
currently open for sales and is projected to beedoout in 2007.

South Carolina Market
Myrtle Beach, South Carolina

In September 2006 we sold our Carolina Waterwaymanity in the Myrtle Beach area, our only project i
South Carolina. We no longer operate in the Sowattolha market.

Warranty

We provide our single-family and townhouse homedssywith a one-year limited warranty covering
workmanship and materials. The limited warrantiramsferable to subsequent buyers not under dimsdtact with
us and requires that home buyers agree to theititafimnand procedures set forth in the warrantyr €@undominium
home buyers typically have a statutory two-yeamamy on their purchases. In addition, we providieeyear
structural warranty pursuant to statutory requiretsieFrom time to time, we assess the appropriaseokour
warranty reserves and adjust future accruals asssacy. When deemed appropriate by us, we wilbacadditional
warranty reserves. We rely on our sub-contractmgarrant their work and they are contractuallyigdtked to fix
defects in their work. Beyond our sub-contractorramties we self-insure the balance of all of oarnanties.

Competition

The real estate development and home building inéssare highly competitive and fragmented. Coiitipet
overbuilding in local markets, among other compatifactors, could materially adversely affect hdoudders in
those markets. Home builders compete for finanaiangy, materials and skilled labor, as well as far shale of
homes. Additionally, competition for prime propesiis intense and the acquisition of such propentiay become
more expensive in the future to the extent dematidcampetition increase. We compete with otherl]oegional
and national real estate companies and home bsil8eme of our competitors have greater finanoiatketing,
sales and other resources than we have.
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The principal competition we faced in each of oarkets, as of December 31, 2006, was as follows:

 Atlanta, Georgia. In the Atlanta, Georgia market we compete agaipgt@&imately 10 to 15 publiclyraded
national home builders, approximately 10 to 15 gely-owned regional home builders, and a largebarm
of small, local home builder

« Raleigh, North Carolina. In the Raleigh, North Carolina market we compet&iag approximately 10 to 15
publicly-traded national home builders, approxirhafd to 15 privatelyswned regional home builders, ar
large number of small, local home builde

< Washington, D.ClIn the greater Washington, D.C. metropolitan mavketcompete against approximately 15
to 20 publicly-traded national home builders, apprately 10 to 15 privatelpwned regional home builde
and many local home builders, some of whom are segll and may build as few as five to 25 homes per
year.

We do not compete against all of the builders ingaographic markets in all of our product types or
submarkets, as some builders focus on particupastyf projects within those markets, such as lastate homes,
that are not in competition with our communitiese Wlieve the factors that home buyers considdeaiding
whether to purchase from us include the locatiafye and design of our products. We believe thatypieally
build attractive, innovative products in soughteatbcations that are perceived as good valuesibtomers.
Accordingly, we believe that we compare favorabiytioese factors.

We also compete with resale of existing homes amd@miniums and available rental housing.

Regulation

We and our competitors are subject to various |atate and federal statutes, ordinances, ruleseandations
concerning zoning, building design, constructiod aimilar matters, including local regulation, whienposes
restrictive zoning and density requirements in otddimit the number of homes that can ultimategybuilt within
the boundaries of a particular project. We andoaumnpetitors may also be subject to periodic detaymay be
precluded entirely from developing in certain conmities due to building moratoriums or “slow-growtb’ “no-
growth” initiatives that could be implemented irtluture in the states in which we operate. Loodl state
governments also have broad discretion regardiagntiposition of development fees for projects igith
jurisdiction.

We and our competitors are also subject to a waoilocal, state and federal statutes, ordinantdss and
regulations concerning protection of the environm8ome of the laws to which we and our propediessubject
may impose requirements concerning developmensiens of the United States, including wetlands ctbsure of
water supply wells, management of asbestos-contamiaterials, exposure to radon, and similar issTies
particular environmental laws that apply to anyegivommunity vary greatly according to the commusite, the
site’s environmental conditions and the presentfander uses of the site. These environmental lavag result in
delays, may cause us and our competitors to industantial compliance and other costs, and mayilpitair
severely restrict development in certain environtainsensitive regions or areas. However, envirental laws
have not, to date, had a material adverse impaotiooperations.

Technology

We are committed to the use of Internet-based t@olgy for managing our business and communicatiitly w
our customers. For customer relationship managementise Builder's C&ilot, a management information syst
that was custom developed in accordance with ced:iand requirements. This system allows for oraliek
collaborative efforts between our sales and margdiinctions and integrates our sales, productimhdivisional
office operations in tracking the progress of cargion on each of our projects. We believe that-tene access to
our construction progress and our sales and matkdtta and documents through our systems incréases
effectiveness of our sales and marketing effortwelsas management’s ability to monitor our busmerhrough
our Web siteywww.comstockhomebuilding.coour customers and prospects receive automatiaehéct
communications from us on a regular basis. We elibis application of technology has and will ¢doaé to
greatly enhance our conversion rates.

16




In April 2006 we commenced preparations for theveosion of our accounting and purchasing management
software to the JD Edwards, Enterprise One softwgseem. We effected the conversion to the JD Edsvsoftwar
in January 2007. This highly scaleable purchasiiyaccounting system will position us to be morstco
competitive and will, we hope, contribute to futunargin expansion.

Intellectual Property and Other Proprietary Rights

We rely primarily on a combination of copyrightadie secret and trademark laws to protect our mtapyi
rights. We do not own the “Comstock” brand or tradek. Christopher Clemente owns the “Comstock” trand
trademark and has licensed them to us under atpaipeyaltyfree license agreement. We have filed a U.S. fé
trademark application with respect to “Comstock HsriVorthy of the Investment” and we will file a Uf8deral
trademark application with respect to “Comstock Hdmilding Companies.” We believe the strength ekth
trademarks benefits our business. In addition, @salt of recent acquisitions, we now own the @dpiomes and
Parker-Chandler brands which we do not currenttyinour marketing efforts.

Employees

At December 31, 2006, we had 205 full-time and-tiare employees. Our employees are not represdyted
any collective bargaining agreement and we havemexperienced a work stoppage. We believe we pawd
relations with our employees.

Executive Officers

Our executive officers and other management empogad their respective ages and positions as of
December 31, 2006 are as follows:

Name Age Position

Christopher Clemente 47 Chairman and Chief Executive Offi(
Gregory V. Benson 52 Regional President, Southe
Bruce J. Labovitz’ 38 Chief Financial Office
Jason Parikh 35 Chief Accounting Office
Jubal R. Thompso 37 General Counsel and Secre!

* Section 16 officers

Executive Officers and Key Employees

Christopher Clementtounded Comstock in 1985 and has been directoe ey 2004. Since 1992,
Mr. Clemente has served as our Chairman and Chiediive Officer. Mr. Clemente has over 20 years of
experience in all aspects of real estate developar@hhome building, and 25 years of experiencanas
entrepreneur.

Gregory V. Bensojoined us in 1991 as President and Chief Opera&diffiger and has been director since May
2004. Mr. Benson is also a member of our boardrettbrs. Mr. Benson has over 30 years of homaling|
experience including over 13 years at national hbmkgers, including NVHomes, Ryan Homes and Cehteres

Bruce J. Labovithas served as our Chief Financial Officer sinceidan2004, after serving as our Vice
President — Finance from April 2002 to January 2804 Vice President — Investment Finance from Jgn2@02
to April 2002. From June 2001 to January 2002, IMbovitz was a Vice President of Viking Communioas, a
telecommunications company. From November 200@in@ 2001, Mr. Labovitz was the President, Marke&éing
Services of Inlec Communications, a telecommuracaticompany. Prior to that, from May 1996 to Noven2000
Mr. Labovitz was Executive Vice President/ Chiefa@gting Officer of BMK Advertising, an advertisirgency.
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Jason Parikhhas served as our Chief Accounting Officer sinceil&D04. Mr. Parikh was Chief Financial
Officer and Secretary of On-Site Sourcing, Incniriay 2000 to April 2004 and Controller from Ju§9r to May
2000. From July 1994 until July 1997, Mr. Parikhsi2ontroller of Shirt Explosion Inc., a clothing m#acturer.

Jubal R. Thompsohas served as our General Counsel since Octob&radrDour Secretary as of December
2004. From April 2002 to April 2003, Mr. Thompsodis@served as our Vice President — Finance. Fro8s 18
1998, Mr. Thompson was associated with Robert Vegdsociates, PLLC, a law firm.

Other Information

We file annual, quarterly, and current reports xgrstatements, and other documents with the Séesiand
Exchange Commission (“SEC”) under the Securitieshaxge Act of 1934 (the “Exchange Act”). The pulfiay
read and copy any materials that we file with tB#€ St the SEC’s Public Reference Room at 100 FeGtinE,
Washington, DC 20549. The public may obtain infatioraon the operation of the Public Reference Rbgm
calling the SEC at 1-800-SEC-0330. Also, the SEGtaas an Internet website that contains repgrxy and
information statements, and other information rdigey issuers, including us, that file electronigailith the SEC.
The public can obtain any documents that we fildnwhe SEC albttp://www.sec.gov.

We also make available, free of charge, at ourthetewebsite located atww.comstockhomebuilding.coaur
annual reports on Form 10-K, our proxy statememitsguarterly reports on Form 10-Q, and our currepbrts on
Form 8-K as well as Form 3, Form 4, and Form 5 Risfor our directors, officers, and principal sbolders,
together with amendments to those reports filefliarished pursuant to Section 13(a), 15(d), or Aéeun the
Exchange Act. These reports are available as soosagonably practicable after their electronindilwith the
Securities and Exchange Commission.

CAUTIONARY NOTES REGARDING FORWARD-LOOKING STATEMEN TS

Some of the statements contained in this repoltidecforward-looking statements. These forward-logk
statements can be identified by the use of wordhk a8 “anticipate,” “believe,” “estimate,” “may,iritend,”
“expect,” “will,” “should,” “seeks” or other similaexpressions. Forwaidoking statements are based largely or
expectations and involve inherent risks and unizeits including certain risks described in thipog. When
considering those forward-looking statements, ywautd keep in mind the risks, uncertainties aneiottautionary
statements made in this report. You should noteplaue reliance on any forward-looking statemehich speaks
only as of the date made. Some factors which miagtathe accuracy of the forward-looking statemepisly
generally to the real estate industry, while oflaetors apply directly to us. Any number of impattéactors which
could cause actual results to differ materiallynfrthose in the forward-looking statements includighout
limitation: general economic and market conditidnsluding interest rate levels; our ability to\dee our
substantial debt; inherent risks in investmeneia estate; our ability to compete in the marketwhich we operat:
regulatory actions; fluctuations in operating résubur anticipated growth strategies; shortagesimereased costs
of labor or building materials; the availabilitydanost of land in desirable areas; natural dissstenr ability to raise
debt and equity capital and grow our operationa pnofitable basis; and our continuing relationshigth affiliates.

Many of these factors are beyond our control. Fdisaussion of factors that could cause actualtesudiffer,
please see the discussion in this report undendghding “Risk Factors” in Item 1A.

Item 1A. Risk Factors
Risks Relating to Our Business
We engage in construction and real estate activities which are speculative and involve a high degree of risk.

The home building industry is speculative and gmiicantly affected by changes in economic andoth
conditions, such as:

« employment levels
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« availability of financing;
* interest rates; ar

* consumer confidenc

These factors can negatively affect the demandridrpricing of our homes and our margin on sale a¥éealsc
subject to a number of risks, many of which aredoelyour control, including:

 delays in construction schedul

 cost overruns

« changes in governmental regulations (such as- or nc-growth initiatives);
« increases in real estate taxes and other locargment fees

* labor strikes

« transportation costs for delivery of materials; .

* increases and/or shortages in raw materials amd tadsts

Failure to successfully negotiate extensions to our credit facilities could adversely affect our liquidity.

Our subsidiaries have a significant amount of ssdtatebt which matures during 2007. In our industiy
customary for lenders to renew and extend propegtifies until the project is complete. Since we the guarantor
of our subsidiaries’ debt, any significant faildcenegotiate renewals and extensions to this deltdwseverely
compromise our liquidity and could jeopardize obitity to satisfy our capital requirements. Oureatly reported
and cured loan covenant violations, may impactadnility to renew and extend our debt.

Fluctuationsin market conditions may affect our ability to sell our land and home inventories at expected
prices, if at all, which could adversely affect our revenues, earnings and cash flows.

We are subject to the potential for significantflations in the market value of our land and hamaentories.
We must constantly locate and acquire new tractsrdéveloped and developed land to support our Huriléing
operations. There is a lag between the time weiseqantrol of undeveloped land or developed hoites @nd the
time that we can bring the communities built ort thad to market and deliver our homes. This laggtvaries from
site to site as it is impossible to determine imaagte the length of time it will take to obtain gowmental approvals
and building permits. The risk of owning undeveldpend, developed land and homes can be substarttial
market value of undeveloped land, buildable lot$ lanusing inventories can fluctuate significantyaaresult of
changing economic and market conditions. Inventairyying costs can be significant and can resutisses in a
poorly performing development or market. Materigiterdowns of the estimated value of our land aoché
inventories could occur if market conditions deigate or if we purchase land or build home inveetat higher
prices during stronger economic periods and theevaf those land or home inventories subsequeettiirtes
during weaker economic periods. We could also beefibto sell homes, land or lots for prices thategate lower
profit than we anticipate, or at a loss, and mayhmoable to dispose of an investment in a timedyner when we
find dispositions advantageous or necessary. Funitre, a decline in the market value of our lanti@me
inventories may give rise to additional impairmenit®ur inventory and write-offs of contract depgesind
feasibility cost, which may result in a breachiofhcial covenants contained in one or more ofooedit facilities,
which could cause a default under those credititiesi.

Home prices and sales activitiesin the Washington, D.C., Raleigh, North Carolina and Atlanta, Georgia
geographic markets have a large impact on our results of operations because we conduct substantially all of our
businessin these markets.

Home prices and sales activities in the Washindio@,, Raleigh, North Carolina and Atlanta, Georgia
geographic markets have a large impact on ourtsesfibperations because we conduct substantihibf aur
business in these markets. Although demand in thesgraphic areas historically has been strongedsed rates «
home price appreciation may reduce the likelihobdomsumers seeking to purchase new homes whickdwou
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likely have a negative impact on the pace at whietreceive orders for our new homes. This coulceezhbly affect
our results of operations and cash flows.

Because our business depends on the acquisition of new land, the potential limitations on the supply of land
could reduce our revenues or negatively impact our results of operations and cash flows.

Due to continued demand for new homes, we experieampetition for available land and developed home
sites in the Washington, D.C., Raleigh, North Caeohnd Atlanta, Georgia markets. In these marketshave
experienced competition for home sites from oteemetimes better capitalized, home builders. IrRéakeigh,
North Carolina market, we have recently experiermadpetition from large, national home builderseeinig the
market. Our ability to continue our home buildirgigties over the long term depends upon our ghibt locate an
acquire suitable parcels of land or developed hsites to support our home building operations. éwjetition for
land increases, the cost of acquiring it may @sel the availability of suitable parcels at acceletprices may
decline. The increased cost of land requires usci@ase the prices of our homes. This increasethgrcould
increase the rate at which consumer demand foh@mes declines and, consequently, reduce the nushbemes
we sell and lead to a decrease in our revenueasingarand cash flows.

Our businessis subject to governmental regulations that may delay, increase the cost of, prohibit or severely
restrict our development and home building projects and reduce our revenues and cash flows.

We are subject to extensive and complex laws agula#ons that affect the land development and home
building process, including laws and regulatioriatesl to zoning, permitted land uses, levels osigr{number of
dwelling units per acre), building design, acceswater and other utilities, water and waste diapasd use of ope
spaces. In addition, we and our subcontractorswgect to laws and regulations relating to woltkealth and
safety. We also are subject to a variety of los@te and federal laws and regulations concermiagtotection of
health and the environment. In some of our markegsare required to pay environmental impact fass,energy
saving construction materials and give commitmém{sovide certain infrastructure such as roadssawhge
systems. We must also obtain permits and apprénaatslocal authorities to complete residential depenent or
home construction. The laws and regulations undeclwwe and our subcontractors operate, and outheaid
obligations to comply with them, may result in dalan construction and development, cause us tar isighstantial
compliance and other increased costs, and prailsieverely restrict development and home buildictiyity in
certain areas in which we operate. If we are unabé®ntinue to develop communities and build aelivdr homes
as a result of these restrictions or if our compd@&costs increase substantially, our revenuesingasrand cash
flows may be reduced.

Cities and counties in which we operate have adopted, or may adopt, slow or no-growth initiatives that would
reduce our ability to build and sell homes in these areas and could adversely affect our revenues, earnings and
cash flows.

From time to time, certain cities and counties tnck we operate have approved, and others in whéeh
operate may approve, various “slow-growth” or “mongth” initiatives and other similar ballot meassir&uch
initiatives restrict development within localitiby, for example, limiting the number of buildingrpets available in
a given year. Approval of slow- or no-growth measucould reduce our ability to acquire land, obhaiitding
permits and build and sell homes in the affectetketa and could create additional costs and adtratisn
requirements, which in turn could have an adveffeeteon our revenues, earnings and cash flows.

Increased regulation in the housing industry insesahe time required to obtain the necessary aglsrto
begin construction and has prolonged the time bertwvtiee initial acquisition of land or land opticarsd the
commencement and completion of construction. Thetsys increase our costs, decrease our profitahitid
increase the risks associated with the land invesgaove maintain.

Municipalities may restrict or place moratoriumstbe availability of utilities, such as water arehver taps. If
municipalities in which we operate take actiong likese, it could have an adverse effect on ounéss by causing
delays, increasing our costs or limiting our apiti build in those municipalities. This, in tugguld reduce the
number of homes we sell and decrease our reveaagsngs and cash flows.
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Our ability to sell homes, and, accordingly, our results of operations, will be affected by the availability of
financing to potential home buyers.

Most home buyers finance their purchases througti-giarty mortgage financing. Real estate demand is
generally adversely affected by:

* increases in interest rates and/or related

* increases in real estate transaction closing ¢

» decreases in the availability of mortgage finang
* increasing housing cost

e unemployment; an

« changes in federally sponsored financing progr:

Increases in interest rates or decreases in thikalanity of mortgage financing could depress tharket for nev
homes because of the increased monthly mortgade @aothe unavailability of financing to potentr@me buyers.
Even if potential home buyers do not need finangimgreases in interest rates and decreased mertyeaglability
could make it harder for them to sell their homigsis could adversely affect our operating resutid Bnancial
condition.

The competitive conditions in the home building industry could increase our costs, reduce our revenues and
earnings and otherwise adversely affect our results of operations and cash flows.

The home building industry is highly competitiveddnagmented. We compete in each of our markets avit
number of national, regional and local buildersdostomers, undeveloped land and home sites, rderiala and
labor. For example, in the Washington, D.C. marnketcompete against approximately 15 to 20 publicgded
national home builders, approximately 10 to 15 gely-owned regional home builders, and many lboahe
builders, some of whom are very small and may basldew as five to 25 homes per year. We do nojpeten
against all of the builders in our geographic megke all of our product types or submarkets, asesbuilders focu
on particular types of projects within those masketich as large estate homes, that are not inatdiop with our
projects.

We compete primarily on the basis of price, loaatidesign, quality, service and reputation. Someuof
competitors have greater financial resources, rastablished market positions and better opporasiftr land and
home site acquisitions than we do and have lowstsaaf capital, labor and material than us. Thepstitive
conditions in the home building industry could, ammther things:

« make it difficult for us to acquire suitable landrmme sites in desirable locations at acceptatitegpand
terms, which could adversely affect our abilitybtald homes

* require us to increase selling commissions andr dticentives, which could reduce our profit margi

« result in delays in construction if we experienedagls in procuring materials or hiring trades peapi
laborers;

 result in lower sales volume and revenues;
* increase our costs and reduce our earn

We also compete with resales of existing homescandominiums and available rental housing. An avepsy
of competitively priced resale or rental homesun markets could adversely affect our ability th kemes
profitably.

Our businessis concentrated in a few geographic areas which increases our exposure to localized risks.

We currently develop and sell homes principallyhia Washington, D.C., Raleigh, North Carolina artlhita,
Georgia markets. Our limited geographic diversigams that adverse general economic, weather ar othe
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conditions in either of these markets could advgraffect our results of operations and cash flawsur ability to
grow our business.
Our growth strategy to expand into new geographic areas poses risks.

We may expand our business into new geographis angtside of the Washington, D.C., Raleigh, North
Carolina and Atlanta, Georgia markets. We will fadglitional risks if we develop communities in geqghic areas
or climates in which we do not have experiencd wei develop a different size or style of communitgn those
currently being developed, including:

* adjusting our construction methods to differentggaphies and climate

» obtaining the necessary construction materialslamat in sufficient amounts and on acceptable te

» obtaining necessary entitlements and permits umafamiliar regulatory regime:

« attracting potential customers in a market in whighdo not have significant experience;

« the cost of hiring new employees and increaseasirfucture cost:

We may not be able to successfully manage the oskach an expansion, which could have a matadaérse
effect on our revenues, earnings, cash flows arah@iial condition.

We may not be able to successfully identify, complete or integrate acquisitions.

As part of our business strategy, we expect toigoatto review acquisition prospects in our exiptinarkets
and in new markets in the Mid-Atlantic and Southeagion or elsewhere that would complement oustég
business, or that might otherwise offer growth apputies. The identification, underwriting and gigtion of suct
deals is an ongoing process. We recently comptiedcquisitions of Parker Chandler Homes, Inc.@aplitol
Homes, Inc. While we are not currently engagedtimee discussions, negotiation or due diligencéwither
homebuilders we may resume those activities atiamg. To the extent we complete acquisitions, wg beunable
to realize the anticipated benefits because ofatjparal factors or difficulties in integrating thequisitions with our
existing business. Acquisitions entail numeroukssiisncluding, but not limited to:

« difficulties in assimilating acquired managemend aperations

* risks associated with investing the necessary ressun order to achieve profitabilit

* the incurrence of significant due diligence expsmsgating to acquisitions that are not comple

« unforeseen expenses and liabiliti

« risks associated with entering new markets o-markets in which we have limited or no prior expade;
« the diversion of our managem’s attention from our current busine

* the potential loss of key employees, including seakecutives, of acquired organizations;

« risks associated with transferred assets anditiabil

We may not be able to acquire or manage profitabjitional businesses, or to integrate successinly
acquired businesses, properties or personnel imbuwsiness, without substantial costs, delayst@raoperational
or financial difficulties. Our failure to do so ddihave a material adverse effect on our busirfgsmcial condition
results of operations and cash flows.

We are dependent on the services of certain key employees and the loss of their services could harm our
business.

Our success largely depends on the continuingeef certain key employees, including our Chaiiriaiad
Chief Executive Officer, Christopher Clemente, GrggBenson, our President and Chief Operating ©ffiand
Bruce Labovitz, our Chief Financial Officer. Oumtimued success also depends on our ability tactémd retain
qualified personnel. We believe that Messrs. Clamddenson and Labovitz each possesses valuahlstigd
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knowledge, experience and leadership abilitieswatld be difficult in the short term to replicaléhe loss of these
or other key employees could harm our operatioasiness plans and cash flows.

Our growth requires additional capital, which may not be available.

The real estate development industry is capitehisive and requires significant expenditures fodla
purchases, land development and construction dsas/@lotential acquisitions of other homebuildérsorder to
execute our growth strategy, we anticipate thatwlleneed to obtain additional financing as we exg@ur
operations. These funds may be obtained throughcpoubprivate debt or equity financings, additibbank
borrowings or from strategic alliances or joint ttees. We may not be successful in obtaining aafutti funds in a
timely manner, on favorable terms or at all. Momgertain of our bank financing agreements carpgadvisions
that limit the type and amount of debt we may inouhe future without our lenders’ consent. Iniéidd, the
availability of borrowed funds, especially for laadquisition and construction financing, may beagyereduced,
and lenders may require us to invest increased atsa@id equity in a project in connection with bofaw loans and
the extension of existing loans. If we do not hageess to additional capital, we may be requiretktay, scale
back or abandon some or all of our acquisition pkangrowth strategies or reduce capital expeneltand the size
of our operations and as a result may experiemoatarial adverse affect on our business, resultgpefations and
cash flows.

Our growth depends on the availability of construction, acquisition and development loans.

Currently, we have multiple construction, acquisitand development loans. These credit faciligesl to be
project-oriented and generally have higher costsraguire significant management time to adminigtem.
Additionally, if financial institutions decide tdstontinue providing these facilities to us, we wblose our primary
source of financing our operations or the cosetdining or replacing these credit facilities couldrease
dramatically. Further, this type of financing ipiyally characterized by short-term loans whichsarbject to call. If
our primary financing becomes unavailable or ace#del repayment is demanded, we may not be alphesd our
obligations.

A significant portion of our business plan involves construction of mixed-use developments and high-rise
projects with which we have less experience.

We expect to increase our construction and devedopiof mixed-use and high-rise residential projeCisr
experience is largely based on smaller wood-frastedttures that are less complex than high-risstcaction or
the development of mixed-use projects. A mixedqrsgect is one that integrates residential and residential use
in the same structure or in close proximity to eattier, on the same land. As we expand into thesepnoduct
types, we expect to encounter operating, marketingtomer service, warranty and management chatewgh
which we have less familiarity. Although we haveanded our management team to include individudls w
significant experience in this type of real estiggelopment, we have not completed any projectsagethby these
persons. If we are unable to successfully managehhllenges of this portion of our business, wg maur
additional costs and our results of operationscasdh flows could be adversely affected.

If we experience shortages of labor or supplies or other circumstances beyond our control, there could be delays
or increased costs in developing our projects, which would adversely affect our operating results and cash
flows.

We and the home building industry from time to timay be affected by circumstances beyond our clontro
including:

« work stoppages, labor disputes and shortages difigddrades people, such as carpenters, roofers,
electricians and plumber

« lack of availability of adequate utility infrastriwce and service:

* transportation cost increas:
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« our need to rely on local subcontractors who maybecadequately capitalized or insured;
« shortages or fluctuations in prices of building enetls.

These difficulties have caused and likely will causmexpected construction delays and short-terne@ses in
construction costs. In an attempt to protect thegma on our projects, we often purchase certaildimg materials
with commitments that lock in the prices of thesaenials for 90 to 120 days or more. However, dhessupply of
building materials subject to these commitmenexisausted, we are again subject to market fluctnatand
shortages. We may not be able to recover unexpauteghses in construction or materials costs sjng our hom
prices because, typically, the price of each h@resiablished at the time a customer executes a bala contract.
Furthermore, sustained increases in constructistsanay, over time, erode our profit margins ang adversely
affect our results of operations and cash flows.

We depend on the availability and skill of subcontractors.

Substantially all of our construction work is ddmesubcontractors with us acting as the generatacior or
by subcontractors working for a general contrasterselect for a particular project. Accordinglye timing and
quality of our construction depends on the avdlitgtand skill of those subcontractors. We do navd long-term
contractual commitments with subcontractors or §app Although we believe that our relationshipgwvour
suppliers and subcontractors are good, we cansatasthat skilled subcontractors will continue éoavailable at
reasonable rates and in the areas in which we obldu operations. The inability to contract wiktilled
subcontractors or general contractors at reasomgalts on a timely basis could limit our abilitytioild and deliver
homes and could erode our profit margins and adeedfect our results of operations and cash flows

Product liability litigation and claimsthat arise in the ordinary course of business may be costly or negatively
impact sales, which could adversely affect our results of operations and cash flows.

Our home building business is subject to constonatiefect and product liability claims arising retordinary
course of business. These claims are common indime building industry and can be costly. Amongdiaéms for
which developers and builders have financial exposue property damage, environmental claims addybimjury
claims. Damages awarded under these suits maydmthe costs of remediation, loss of property agalth-related
bodily injury. In response to increased litigatiomgurance underwriters have attempted to limiirthisk by
excluding coverage for certain claims associated emvironmental conditions, pollution and prodat
workmanship defects. As a developer and a homéddayilve may be at risk of loss for matelated property, bodil
injury and other claims in amounts that exceedlalks limits on our comprehensive general liabiptlicies. In
addition, the costs of insuring against constructiefect and product liability claims are high d@he amount of
coverage offered by insurance companies is limitednsured product liability and similar claimsairhs in excess
of the limits under our insurance policies anddbsts of obtaining insurance to cover such claimddcchave a
material adverse effect on our revenues, earnindsash flows.

Increased insurance risk could negatively affect our business, results of operations and cash flows.

Insurance and surety companies have reassessedasyzests of their business and, as a result, rkayeietion
that could negatively affect our business. Thesiers could include increasing insurance premiu@guliring
higher self-insured retentions and deductiblesjirewy additional collateral on surety bonds, radgdimits,
restricting coverages, imposing exclusions, andsiafj to underwrite certain risks and classes efrftass. Any of
these actions may adversely affect our abilitylitam appropriate insurance coverage at reasoiabts, which
could have a material adverse effect on our businedditionally, coverage for certain types of migj such as
claims relating to mold, is generally unavailatbtarther, we rely on surety bonds, typically prowdsy insurance
companies, as a means of limiting the amount oaaytilized in connection with the public imprawent sureties
that we are required to post with governmental @itibs in connection with land development andstarction
activities. The cost of obtaining these surety tmisdfrom time to time, unpredictable and on ommathese surety
bonds are unavailable. These factors can delay emoement of development projects and adverselgtaieenue
earnings and cash flows.
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We are subject to warranty claims arising in the ordinary course of business that could be costly.

We provide service warranties on our homes forragef one year or more post closing and a strattu
warranty for five years post closing. We self-irssatl of our warranties and reserve an amount vieuzewill be
sufficient to satisfy any warranty claims on homessell. We also attempt to pass much of the gsloeiated with
potential defects in materials and workmanshipathé subcontractors performing the work and thepbkers and
manufacturers of the materials. In such casestienay incur unanticipated costs if a subcontoacsupplier or
manufacturer fails to honor its obligations regagdihe work or materials it supplies to our pragett the amount ¢
actual claims materially exceeds our aggregateamfyrreserves and/or the amounts we can recover dro
subcontractors and suppliers, our operating reaunliscash flows would be adversely affected.

Our business, revenues, earnings and cash flows may be adversely affected by adverse weather conditions or
natural disasters.

Adverse weather conditions, such as extended peabrhin, snow or cold temperatures, and natusalsters,
such as hurricanes, tornadoes, floods and firesgelay completion and sale of homes, damage part@mplete
or other unsold homes in our inventory and/or deseehe demand for homes or increase the cosilditguhomes
To the extent that natural disasters or advers¢hseavents occur, our business and results maylbersely
affected. To the extent our insurance is not adeqgeacover business interruption losses or regusts resulting
from these events, our revenues, earnings andflcashmay be adversely affected.

We are subject to certain environmental laws and the cost of compliance could adversely affect our business,
results of operations and cash flows.

As a current or previous owner or operator of praperty, we may be liable under federal, statd,lacal
environmental laws, ordinances and regulationshfercosts of removal or remediation of hazardousxic
substances on, under or in the properties or iptbeimity of the properties we develop. These laften impose
liability whether or not we knew of, or were respitile for, the presence of such hazardous or mistances. The
cost of investigating, remediating or removing shealaardous or toxic substances may be substahiialpresence
of any such substance, or the failure promptlyetoediate any such substance, may adversely affeetadlity to
sell the property, to use the property for ournied purpose, or to borrow funds using the propastgollateral. In
addition, the construction process involves theafdezardous and toxic materials. We could be liglde under
environmental laws for the costs of removal or réiaigon of such materials. In addition, our exigtzredit
facilities also restrict our access to the loarcpeals if the properties that are used to collarerghe loans are
contaminated by hazardous substances and requiogndemnify the bank against losses resultingifsuch
occurrence for significant periods of time, eveteafhe loan is fully repaid.

Our Eclipse project is part of a larger developmecated at Potomac Yard in northern Virginia. Paodc Yard
was formerly part of a railroad switching yard @minated by rail-related activities. Remediatiornhaf property
was conducted under supervision of the U.S. Enuemtal Protection Agency, or EPA, in coordinatiothvetate
and local authorities. In 1998, federal, state lagdl government agencies authorized redevelopwofehe property
Our plans for development of our portion of thejpcbare consistent with those authorizations. étjh
concentrations of contaminants remain on the ptgperder the EPA-approved remediation work plaga,EfPA has
determined that they do not present an unacceptiskléo human health or the environment. Howeitds, possible
that we could incur some costs to defend againstkims that might be brought in the future relgtto any such
contaminants.

If we are not able to develop our communities successfully, our earnings and cash flows could be diminished.

Before a community generates any revenues, maexpenditures are required to acquire land, toiobta
development approvals and to construct signifigamtions of project infrastructure, amenities, ndaemes and
sales facilities. It can take a year or more foommunity development to achieve cumulative positiash flow.
Our inability to develop and market our communisescessfully and to generate positive cash floomm these
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operations in a timely manner would have a matadakrse effect on our ability to service our dtd to meet our
working capital requirements.

Our operating results may vary.

We expect to experience variability in our revenaed net income. Factors expected to contributkiso
variability include, among other things:

« the uncertain timing of real estate closin

« our ability to continue to acquire additional lamdoptions thereon on acceptable terms and thedimwi all
necessary regulatory approvals required for deveéop;

« the condition of the real estate market and theggrmconomy in the markets in which we oper
« the cyclical nature of the home building indus

« the changing regulatory environment concerning estdte development and home buildi

« changes in prevailing interests rates and the abitity of mortgage financing; ar

« costs of material and labor and delays in consbuachedules

The volume of sales contracts and closings typicaties from month to month and from quarter tartgr
depending on several factors, including the staféevelopment of our projects, weather and othetoks beyond
our control. In the early stages of a project’'salepment, we incur significant start-up costs asded with, among
other things, project design, land acquisition dedelopment, construction and marketing expensase 3evenues
from sales of properties are generally recognizey opon the transfer of title at the closing cfade, no revenue is
recognized during the early stages of a projeatamland parcels or residential homesites aretsather
developers. Periodic sales of properties may hefingent to fund operating expenses. Furtheralés and other
revenues are not adequate to cover operating expens will be required to seek sources of addilioperating
funds. Accordingly, our financial results will vafsom community to community and from time to time.

Acts of war or terrorism may seriously harm our business.

Acts of war, any outbreak or escalation of hogtibetween the United States and any foreign powacts of
terrorism, may cause disruption to the U.S. econanthe local economies of the markets in whichoperate,
cause shortages of building materials, increases essociated with obtaining building materialsuitin building
code changes that could increase costs of constnyetfect job growth and consumer confidencesaarse
economic changes that we cannot anticipate, allhaéh could reduce demand for our homes and adyerapact
our revenues, earnings and cash flows.

We do not own the Comstock brand or trademark, but use the brand and trademark pursuant to the terms of a
perpetual license granted by Christopher Clemente, our Chief Executive Officer and Chairman of the Board.

Our Chief Executive Officer and Chairman of the BhaChristopher Clemente, has licensed the “Cork&toc
brand and trademark to us in perpetuity and freghafge. We do not own the brand or the tradenadknaay be
unable to protect it against infringement fromdhparties. However, Mr. Clemente retains the rightontinue
using the “Comstock” brand and trademark indivithuahd through affiliates, including in real estdevelopment
projects in our current or future markets. We Ww#lunable to control the quality of projects unaleeh by
Mr. Clemente or others using the “Comstock” brand xademark and therefore will be unable to preeey
damage to its goodwill that may occur. We will figt be unable to preclude Mr. Clemente from liceggir
transferring the ownership of the “Comstock” tradeknto third parties, some of whom may competerajais.
Consequently, we are at risk that our brand coalddmaged which could have a material adverseteffecur
business, operations and cash flows.

26




Risks Related to our Common Stock and the SecuritteMarkets
Volatility of our stock price could adversely affect stockholders.
The market price of our Class A common stock cdluictuate significantly as a result of:

 quarterly variations in our operating resu

 general conditions in the home building indus

« interest rate change

« changes in the marl's expectations about our operating res!

* our operating results failing to meet the expeotatf securities analysts or investors in a paldicperiod;

» changes in financial estimates and recommendaligsgcurities analysts concerning our Companyer th
home building industry in gener:

» operating and stock price performance of other amigs that investors deem comparable tc
e news reports relating to trends in our mark

« changes in laws and regulations affecting our lass)

« material announcements by us or our competi

* material announcements by our construction lenoletise manufacturers and suppliers we |

« sales of substantial amounts of Class A commorksigour directors, executive officers or signifita
stockholders or the perception that such saleslamedur; anc

» general economic and political conditions sucheagssions and acts of war or terrori

Investors may not be able to resell their sharesiofClass A common stock following periods of sy
because of the market’s adverse reaction to tHatilty. Our Class A common stock may not tradéhat same
levels as the stock of other homebuilders, andithgket in general may not sustain its current grice

Investorsin our Class A common stock may experience dilution with the future exercise of stock options and
warrants, the grant of restricted stock and issuance of stock in connection with our acquisitions of other
homebuilders.

From time to time, we have issued and we will awuni to issue stock options or restricted stocktgrim
employees and non-employee directors pursuantrtequity incentive plan. We expect that these oystior
restricted stock grants will generally vest comniegone year from the date of grant and continugting over a
three-year period. Investors may experience ditudie the options vest and are exercised by th&detoand the
restrictions lapse on the restricted stock grdntaddition, we may issue stock in connection witiquisitions of
other homebuilders, which may result in investogsegiencing dilution.

Substantial sales of our Class A common stock, or the perception that such sales might occur, could depressthe
market price of our Class A common stock.

A substantial amount of the shares of our Classraon stock are eligible for immediate resale aphblic
market. Any sales of substantial amounts of ous€kacommon stock in the public market, or the gption that
such sales might occur, could depress the marleg pf our Class A common stock.

The holders of our Class B common stock exert control over us and thus limit the ability of other stockholders
to influence corporate matters.

Messrs. Clemente and Benson own 100% of our oulistgiClass B common stock, which, together withrthe
shares of Class A common stock, represent appraoaiynd9.4% of the combined voting power of all sles of our
voting stock. As a result, Messrs. Clemente andsBepacting together, have control over us, thetiele of our
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board of directors and our management and polidessrs. Clemente and Benson, acting togetherhalge
control over all matters requiring stockholder awai, including the amendment of certain provisiofsur
certificate of incorporation and bylaws, the ap@iosf any equity-based employee compensation @adghe
approval of fundamental corporate transactionduding mergers. In light of this control, other geamies could be
discouraged from initiating a potential merger giaker or any other transaction resulting in a ckasfgcontrol.
Such a transaction potentially could be benefitiaur business or to our stockholders. This mawiin reduce the
price that investors are willing to pay in the fgtdor shares of our Class A common stock.

The limited voting rights of our Class A common stock could impact its attractiveness to investors and its
liquidity and, as a result, its market value.

The holders of our Class A and Class B common sgeclerally have identical rights, except that hadd# our
Class A common stock are entitled to one vote paresand holders of our Class B common stock areghto 15
votes per share on all matters to be voted ondmkbblders. The difference in the voting rightshaf Class A and
Class B common stock could diminish the value ef@ass A common stock to the extent that invesipesy
potential future purchasers of our Class A comnionksascribe value to the superior voting rightshef Class B
common stock.

It may be difficult for a third party to acquire us, which could inhibit stockholders from realizing a premium on
their stock price.

We are subject to the Delaware anti-takeover lagslating corporate takeovers. These anti-takeloves
prevent Delaware corporations from engaging intess combinations with any stockholder, includithgfiliates
and employees of the stockholder, who owns 15%arerof the corporation’s outstanding voting stdok,three
years following the date that the stockholder aaglil 5% or more of the corporat’s voting stock unless specified
conditions are met.

Our amended and restated certificate of incorpmmadnd bylaws contain provisions that have thecefié
delaying, deferring or preventing a change in aardf us that stockholders may consider favorableemeficial.
These provisions could discourage proxy contesdsnaake it more difficult for stockholders to elelitectors and
take other corporate actions. These provisionsdcalsio limit the price that investors might be inij to pay in the
future for shares of our common stock. These piowssinclude:

» astaggered board of directors, so that it woute taree successive annual meetings to repladéraditors;
« a prohibition of stockholder action by written ceng anc

 advance notice requirements for the submissiortdikbolders of nominations for election to the laibaf
directors and for proposing matters that can bedagpon by stockholders at a meeti

Our issuance of shares of preferred stock could delay or prevent a change of control of us.

Our Board of Directors has the authority to causéoussue, without any further vote or action g t
stockholders, up to 20,000,000 shares of prefest@zk, par value $.01 per share, in one or moiesdp designate
the number of shares constituting any series, afiet the rights, preferences, privileges and fetms thereof,
including dividend rights, voting rights, rightscaterms of redemption, redemption price or priaes lequidation
preferences of such series. The issuance of shhpgsferred stock may have the effect of delaydeferring or
preventing a change in control of us without furthetion by the stockholders, even where stockhsldee offered
premium for their shares. The issuance of sharpsedérred stock with voting and conversion righisy adversely
affect the voting power of the holders of Classofnenon stock, including the loss of voting contitle have no
present plans to issue any shares of preferre#i.stoc

Iltem 1B. Unresolved Staff Comments

None.
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Item 2. Properties

Our principal administrative, sales and marketingjlities are located at our headquarters in Re&toginia.
We currently lease 29,033 square feet of officespa the Reston facility from Comstock Asset Maragnt, L.C.,
an affiliate wholly-owned by Christopher Clemer®ersuant to this five-year headquarters lease whekntered
into on October 1, 2004 and modified on August@Q=2for an additional 8,424 square feet, we payahrental
rates of $709,567, subject to a 4% annual incré&sealso lease office space in Raleigh, North Qzeiokhere we
occupy approximately 3,300 square feet of officacep On October 1, 2005 we entered into a five-le=ae
agreement for a new sales office in Reston, Vieginihich we occupy approximately 4,351 squaredéeffice
space. We believe these facilities are suitablepaodide the appropriate level of capacity for ourrent operation:

Item 3. Legal Proceedings

As manager of an affiliated entity, we exercisedapution rights to purchase the project acquisition
development and construction loans made for thefitesf the North Shore project located in Raleibjlorth
Carolina. We subsequently issued a notice of detender the acquisition and development loan atritgiton
September 30, 2005 and thereafter filed suit fllection of the loans against one of the individgahrantors under
the loan on or about October 21, 2005 for a claiment of $1.8 million as of the date of the filinge finalized the
purchase of the loans on or about September 8, 28¥1ted a notice of default under the acquisitiod
development loan at maturity on September 30, 20@bsubsequently filed suit for collection of thars against
one of the individual guarantors under the loamioabout October 21, 2005 and initiated forecloguoeeedings ¢
or about November 18, 2005. On or about Decembge2@5, the individual guarantor subject to thdieasuit
filed a countersuit against two of our officers where also individual guarantors under loans. esd held a
foreclosure sale on March 24, 2006 in which we wkeehigh bidder. However, transfer of title to gfreperty has
been delayed pending judicial resolution of a flgitl on March 24, 2006 by the non-affiliated 50%r@r of North
Shore. On June 30, 2006, we, on our own behalbartoehalf of affiliates, filed an additional lawsakpanding the
number of party defendants, demanding equitabiefr@hd demanding $33.0 million in damages. We hHeack
settlement discussions with respect to resolvihgfahe lawsuits existing with respect to the Noshare project bi
no definitive settlement transaction resulting @ndssal of the lawsuits has been consumated.

On August 11, 2005, we were served with a motiototmpel arbitration resulting from an allegatioradban
brokerage fee being owed for placement of a $1#illlibn project loan for the Eclipse at Potomac & project and
a $67 million project loan at Penderbrook. Thernlaias arbitrated in November 2006 and in Febru@fy72ve
received a ruling of the panel of arbitrators omigipayment of $3.0 million to the claimant. We assessing our
rights of appeal with respect to this decision.

Other than the foregoing, we are not currently scidjo any material legal proceedings. From timene,
however, we are named as a defendant in legalnscsiosing from our normal business activitieshaligh we
cannot accurately predict the amount of our liggilf any, that could arise with respect to legetions currently
pending against us, we do not expect that any kalstiity will have a material adverse effect onrdimancial
position, operating results or cash flows afteirtghnto account insurance coverage, rights torimaiécation, or
where appropriate, established reserves in coraregiith these legal proceedings.

Item 4. Submission of Matters to a Vote of Securitydolders.

None.
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PART Il
Item 5. Market for the Registrant’'s Common Equity, RelatedStockholder Matters and Issuer Purchases of
Equity Securities
Market for Common Stock

Our Class A common stock has been traded on thddgaSlobal Market under the symbol “CHCI” since our
initial public offering on December 14, 2004. Tlodldwing table sets forth the high and low salegsi of our
Class A common stock, as reported on Nasdaq, éopéhiods indicated:

High Low

Fiscal Year Ended 200«

Fourth quarte $22.1C  $16.0(
Fiscal Year Ended 200¢

First quartel $31.0C $18.3¢

Second quarte $27.0: $18.8(

Third quarte! $29.4;  $17.7¢

Fourth quarte $19.97 $13.3¢
Fiscal Year Ended 200¢

First quartel $14.6¢ $ 8.77

Second quarte $11.6C $ 5.4¢

Third quarte! $7.2C $ 3.6F

Fourth quarte $ 622 $ 3.9

On February 28, 2007, there were approximatelye26nd holders and approximately 5,074 beneficialens
of our Class A common stock. On February 28, 20@7et were two holders of our Class B common stock.

Dividends

We have never paid any cash dividends on our constamk. From time to time, our board of directors
evaluates the desirability of paying cash dividerde further payment and amount of cash dividevitisiepend
upon our financial condition and results of openasi, applicable loan covenants and other factemed relevant
by our board of directors.

Issuer Purchases of Equity Securities

Our board of directors has previously authorizedrdpurchase of up to 1 million shares of our Chass
common stock in one or more open market or priyategotiated transactions.

During the three months ended December 31, 200@lidvaot repurchase any of our outstanding Class A
common stock.

Stock Performance Graph

The following line graph compares cumulative tataickholder returns for the period from December2D04,
the date of our initial public offering, through &snber 31, 2006 for (1) our Class A common sta2Zkil{e Nasdaq
Stock Market (U.S.) Index; and (3) the Standarda®™s Homebuilding Index. The graph assumes ansitmvent of
$100 on December 14, 2004, which was the firstatawhich our stock was listed on the Nasdaq Gldtadket.
The calculations of cumulative stockholder retunrtlee Nasdaq Stock Market (U.S.) Index and Stanéadedor’s
Homebuilding Index include reinvestment of dividendut the calculation of cumulative stockholdeumne on our
Class A common stock does not include reinvestrakdividends because we did not pay dividends dyifire
measurement period. The performance shown is roetssarily indicative of future performance.
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COMPARISON OF CUMULATIVE TOTAL RETURN

300
— COMSTOCK HOMEBUILDING COS
23 | = NASDAQ LS, INDEX
== S&P 500 HOMEBUILDING INDEX
7] 200
=
-
] 150
- M
50
-_____hﬂ
[F T T T T
12/14/04 12/31/04 [ 23105 123106
Base Indexed Returns Years Ending
Period
Company/Index 12/14/04 12/31/04 12/31/05 12/31/06
COMSTOCK HOMEBUILDING COS 10C 137.3! 88.1¢ 35.94
NASDAQ U.S. INDEX 10C 100.7: 102.8 113.0z
S&P 500 HOMEBUILDING INDEX 10C 104.6¢ 132.5: 106.0!

Item 6. Selected Financial Data

The following table contains selected consolidated combined financial information and is suppleradioy
the more detailed financial statements and no&®th included elsewhere in this report. We deriedselected
historical financial data shown below for 2006, 202004, 2003 and 2002 from our audited finandetesnents.
You should read the following financial informationconjunction with “Management’s Discussion anoadysis of
Financial Condition and Results of Operations,” S$Biess” and our combined consolidated financiaéstants and
the related notes, included elsewhere in this tepor
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FIVE YEAR COMPARISON OF SELECTED FINANCIAL DATA

Dollars in thousands (except per share data)

Year ended December 31

2006 2005 2004 2003 2002
Revenue! $245,88. $224,30' $96,04¢ $55,52! $34,75:
Expenses Cost of sal 216,65 156,49( 63,99 41,75¢ 26,82(

Impairments and wri-offs (1) 57,42¢ 1,21¢ — — —

Selling, general and administrati 37,50( 24,19( 11,94( 5,712 3,72¢
Operating (loss) incom (65,70:) 42,40¢ 20,11: 8,05z 4,207
Other (income) expense, r (1,487 (1,450 90¢ (44) 10
(Loss) Income before minority interest and equity i

earnings of real estate partnerst (64,219 43,85¢ 19,20« 8,097 4,19
Minority interest 15 30 5,26( 2,29i 664
(Loss) Income before equity in (loss) earningseail r

estate partnershiy (64,23() 43,82¢ 13,94 5,80( 3,53:
Equity in (loss) earnings of real estate partn@s (13%) 99 11¢ 13¢ 51
Total pre-tax (loss) incom (64,365 43,92¢ 14,06: 5,93¢ 3,58¢
Income tax (benefit) provisia (24,52() 16,36¢ (247) — —
Net (loss) incom $(39,84fY) $ 27,56: $14,30! $593¢ $ 3,58¢
Basic (loss) earnings per shi $ (269 $ 214 $ 19t $ 084 $ 0.5¢
Basic weighted average shares outstandin 15,14¢ 12,87( 7,341 7,067 6,07¢
Dilutive (loss) earnings per she $ (269 $ 21z $ 19 $ 084 $ 0.5¢
Dilutive weighted average shares outstanding 15,14¢ 13,02: 7,351 7,067 6,07¢

December 31
2006 2005 2004 2003 2002

Balance Sheet Dat

Cash and cash equivalel $ 21,26 $ 42,167 $ 67,55¢ $17,16( $ 8,69t

Real estate held for development and sale (. 405,14« 263,80: 104,32t 65,27: 20,19:

Total asset 517,42¢ 431,31¢ 304,50° 90,18¢ 33,97:

Notes payabli 265,40: 143,65’ 76,62¢ 61,06: 17,20:

Subordinated det 30,00( — — — —

Total liabilities 393,17: 285,84: 239,58t 71,74¢ 21,57+

Minority interest 371 40C 2,69¢ 11,41z 8,79(

(1) During the year ended December 31, 2006 the Compamoyded impairment charges and write-offs ofapti
deposits and related feasibility costs. The indngif these charges makes year to year comparibfficsilt and
should be considered when evaluating results ofatieas in relation to earlier yeal

(2) Shares outstanding of our predecessor for priaorsyleave been adjusted to account for shares issubd
owners of our predecessor in connection with titealrpublic offering of our common stoc

(3) During 2006 the Company acquired Parker Chandlend#) Inc. in Atlanta, GA and Capitol Homes, Inc. in
Raleigh, NC.
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should ésedrin
conjunction with “Selected Financial and Other Datiad our consolidated and combined financial st&tets and
related notes appearing elsewhere in this reponeiQhan in the “Overview” below, this discussermd analysis
does not incorporate the financial condition arslilts of operations of Comstock Service, Inc., undegich entity
we previously conducted our Raleigh, North Carobparations before the merger of Comstock Serlae,into
Comstock Homebuilding Companies, Inc. The merge&€ahstock Service, Inc. was treated as an acarigitir
accounting purposes. This discussion and analgsiins forward-looking statements that involvé&siand
uncertainties. Please see “Cautionary Notes Reggfebrward-looking Statements” for more informati@ur
actual results could differ materially from thosgiaipated in these forward-looking statements essalt of various
factors including, but not limited to, those dissed below and elsewhere in this report, particylander the
headings “Risk Factors” and “Cautionary Notes Remay Forward-looking Statements.”

Overview

We engage in the business of residential land deweént, production home building and high-rise
condominium development in the greater Washindib@,, Raleigh, North Carolina, and Atlanta, Geonmgiarkets.
Our business was started in 1985 by Christophen@tge, our Chief Executive Officer, as a resideteiad
developer and home builder focused on the luxumdnmarket in the northern Virginia suburbs of Waghon,
D.C. In 1992, we repositioned ourselves as a pimutiome builder focused on moderately priced lomereas
where we could more readily purchase finished ngidots through option contracts. In 1997, we edehe
Raleigh, North Carolina market. In 2006, we entéhedCharlotte, North Carolina, Myrtle Beach, SoG#rolina
and Atlanta, Georgia markets through the acquisitibParker Chandler Homes, Inc. In late 2006 wtedxhe
Myrtle Beach, SC market and in early 2007 we ptaexit the Charlotte, NC market.

In the late 1990s, in response to increasing coitigrefor finished lots, we diversified our produzase to
include multiple product types and home designsveadebuilt our in-house land development departrt@n
include significant experience in both land devetept operations and land entitlement expertise.dbrategic goal
was to secure and control a pipeline of diversifat inventory at various stages of entitleménistreducing our
dependence on other land developers for finishddibg lots and improving our ability to control ogrowth.

In 2005 we became involved in the business of cdimgeexisting rental apartment properties to fales
condominium projects. This process involves thepase of existing structures which are occupietehgnts with
leases of varying duration. When we purchase thesgerties we subdivide the units and form a coridioom
association. In these projects we have and contmue/est capital in the improvement of the comraosas and
exteriors. In the past, our strategy was that agehants’ leases expired we renovated the ingeoibthe apartments
and then sold each apartment as an individual goimdom unit. In recent months our business modsldi@nged
due to market conditions. In response to slowedrgtisn at these projects we have elected to coetin lease
unsold inventory to renters. We have not aband@oedntent to sell the units as condominiums oiraetbut we
have chosen to manage the properties as renta assefset the debt service associated with ngldihe assets for
sale. In certain cases we have sold condo conveusiis in bulk to rental project investors and rapers. We do n
expect to continue to acquire additional condormnazonversion and similar projects.

In recent years, our financial results have be#lnénced significantly by the availability of buiidy lots, the
timing of entitlement processes, the mix of produntailable for sale and the timing of settlemefite amount of
time that it takes to bring a new development tokatvaries greatly depending on, among other #ittte location
and jurisdiction, governmental zoning and permiffimocesses, site development conditions, weathratitbons,
and the type of product to be constructed on thgestisite. There can be a six to 36-month lag ti@iwveen the
time we contract to purchase a site and the timéegin developing and/or delivering homes on tte §ior
example, a site that requires entitlement procgssikes longer than a site where we purchase édisilding lots.
Additionally, condominium homes take longer to domst than townhouses and single-family homes agl-Hse
developments take longer to construct than lowdseelopments. As a result of this lag, it has bamanexperience
that an increasing lot inventory in one period doesnecessarily correlate to increasing saleken t
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immediately following periods. Thus, there are batirket risks and benefits associated with thdifag between
controlling a property and realizing revenue frdra property.

We can experience significant variation from ongqukto the next with respect to average pricergsv order
and average settlement revenue. This variatiom eéisults from shifts in the mix of products besaid during the
period. While it is most typical that single-famtymes are priced higher than townhouses or corrdoms, it is
possible that during a given period, orders antyeeés may include townhouses, based on locatiat,price
higher than single-family homes. Likewise, in amgjpct in any period, condominium units may prodbigher
average per unit sales prices and/or settlemertrms. Lower average per unit orders or settlentirs not
necessarily indicate that margins have been erod#uht profits have been reduced. Average settiéme¥enue ca
be both higher and lower than average price perareler in the prior period based on the mix of kl@é product
for sale.

Our general business strategy is to focus on ferrssidential real estate development opportusitighe
southeastern United States that afford us thetahdliproduce products at price points where weebelthere is
significant and consistent long-term demand for hewsing. We believe the housing industry is cytlin nature.
We recognize that current market conditions areeextly challenging. Accordingly, we have adaptedimsiness
plan and strategy with the goal of protecting ldityi, enhancing our balance sheet and positiotiegdompany for
future growth when market conditions improve. Iderto protect our liquidity we have adopted a eovative
approach to land acquisition and investment ané liaken a patient approach with respect to maskwreion. We
believe that by doing so we are enhancing ourtglidi take advantage of attractive real estatestment
opportunities in our core markets as market comaiitimprove. At December 31, 2006, we either owared
controlled under option agreements over 5,700 mglébts.

For the 12 month periods ended December 31, theoxippate average order prices for our market rateds
(which exclude county government mandated afforglablusing program units required to be sold aseadint)
were as follows:

Twelve Months Ended December 31

2006
Washington Metro North
Area Carolina Georgia Total
New orders 503 16¢€ 122 794

New order revenue
Average new order pric
Settlement:

Settlement revent
Average settlement pric
Backlog units

Backlog

Average backlog pric

119,87° $42,257 $32,60¢ $194,73¢
236 $ 25C $ 267 $ @ 24¢
675 13z 107 914
180,18 $32,25¢ $27,657 $240,09:
267 $ 244 $ 25¢ $ 26t
28¢ 45 15 34¢
123,08: $13,24: $ 4,948 $141,27:
43z $ 294 $ 33C $ 40¢
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2005
Washington Metro North

Area Carolina Georgia Total
New orders 59¢ 33 — 631
New order revenue $ 218,68: $11,57¢ —  $230,25¢
Average new order pric $ 366 $ 351 — $ 36t
Settlement: 57C 33 — 603
Settlement revent $ 204,93 $11,33( —  $216,26:
Average settlement pric $ 36C $ 345 — $  35¢
Backlog units 43¢ 37 — 47F
Backlog $ 190,37¢ $ 3,44: — $193,82:
Average backlog pric $ 43t $ 93 — $ 4o0¢
2004
Washington Metro North
Area Carolina  Georgia Total
New orders 60¢ — — 60¢
New order revenue $ 224,29: — —  $224,29:
Average new order pric $ 36¢ — — $ 36¢
Settlement: 263 — — 263
Settlement revent $ 87,00¢ — — $ 87,00¢
Average settlement pric $ 331 — — $ 331
Backlog units 32¢ — — 32¢
Backlog $ 174,60( — —  $174,60(
Average backlog pric $ 531 — — $ 531

Recent accounting pronouncements

In September 2006, the FASB issued Statement afnigial Accounting Standard No. 15-gir Value
Measurement(*"SFAS 157”),which defines fair value, establishes a frameworknfieasuring fair value in genere
accepted accounting principles and expands disa@esabout fair value measurements. SFAS 157 istefésfor
financial statements issued for fiscal years bagmafter November 15, 2007, and interim periodhimithose
fiscal years. The Company is currently reviewing éfifect of SFAS 157 on its consolidated finanstatements.

In June 2006, the FASB issued Interpretation NoA¢8ounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement No. 109, Accogrfiam Income Taxe(“FIN 48”), to create a single model to
address accounting for uncertainty in tax positiétibl 48 clarifies the accounting for income taxag prescribing
minimum recognition threshold a tax position isuiegd to meet before being recognized in the firg@ratatements
FIN 48 also provides guidance on de-recognitiorasneement, classification, interest and penaliespunting in
interim periods, disclosure and transition. FINigl&ffective for fiscal years beginning after Det®m15, 2006. TF
Company will adopt FIN 48 as of January 1, 200#eagsiired. The cumulative effect of adopting FINwi8 be
recorded as an adjustment to the opening balanegaifed earnings and is not expected to havgrifisant
impact on the Company’s consolidated financial fimsi The adoption of FIN 48 may cause greatertiitjain the
effective tax rate going forward. The Company expée record a benefit of approximately $1,194 hsrefit to
opening retained earnings as a result of the aolopfi FIN 48.

Critical Accounting Policies and Estimates

Our consolidated and combined financial statemar@gprepared in accordance with generally accepted
accounting principles, which require us to makeaierestimates and judgments that affect the redatounts of
assets and liabilities, the disclosure of contingesets and liabilities at the date of the finalhstatements, and the
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reported amounts of revenues and expenses dugngplorting periods. On an ongoing basis, we etaloar
estimates, including those related to the constitidaf variable interest entities, revenue rectignj impairment o
real estate held for development and sale, warr@sgrve and our environmental liability exposivie base our
estimates on historical experience and on varidhsr@assumptions that we believe to be reasonalleruhe
circumstances. Actual results may differ materiflbm these estimates.

A summary of significant accounting policies is yided in Note 2 to our audited consolidated and lzioed
financial statements. The following section is mmuary of certain aspects of those accounting @sithat require
our most difficult, subjective or complex judgmeantsd estimates.

Consolidation of Variable | nterest Entities

In January 2003, the Financial Accounting Stand&aisrd (“FASB”) issued Interpretation No. 46,
“Consolidation of Variable Interest Entities,” oliNF46. FIN 46 requires the primary beneficiary ofaaiable
interest entity to consolidate that entity. A vat@interest entity is created when (i) the eqintyestment at risk is
not sufficient to permit the entity from financiitg activities without additional subordinated fivcéal support from
other parties or (ii) equity holders either (a)kiairect or indirect ability to make decisions abthe entity, (b) are
not obligated to absorb expected losses of théyemti(c) do not have the right to receive expectsidual returns
of the entity if they occur. The primary benefigiaf a variable interest entity is the party thasarbs a majority of
the variable interest entity’s expected lossexives a majority of the entity’s expected reside#lirns, or both, as
a result of ownership, contractual or other finahtiterests in the entity. Expected losses arexpected negative
variability of an entity’s net assets exclusivatsfvariable interests, and expected residual metare the expected
positive variability in the fair value of an entigyassets, exclusive of variable interests. Podhe issuance of
FIN 46, an enterprise generally consolidated aityewhen the enterprise had a controlling finanaigérest in the
entity through ownership of a majority voting ireset.

In December 2003, the FASB issued a revision of #6N"“FIN 46-R"), clarifying certain provisions &fIN 46.
We adopted the provisions of FIN 46eR February 1, 2003 to the extent that they reltdedriable interest entitit
created on or after that date. For variable inte¥e8ties created before January 31, 2003, FINR4@as deferred to
the end of the first interim or annual period ewgdéiter March 15, 2004. We fully adopted FIN 46{feetive
March 31, 2004. Based on the provisions of FIN 4&vR have concluded that whenever we option laridtsrfrom
an entity and pay a significant nonrefundable dépawvariable interest entity is created underditoon (i) (b) of
the previous paragraph. This is because we havedmamed to have provided subordinated financigbe,
which refers to variable interests that will abssdme or all of an entity’s expected theoreticabs if they occur.
Therefore, for each variable interest entity créatee compute the expected losses and residuahsabased on the
probability of future cash flows as outlined in F8 to determine if we are deemed to be the prirbangeficiary of
the variable interest entity.

The methodology used to evaluate our primary beiefi status requires substantial management judgare
estimation. These judgments and estimates invasgaing probabilities to various estimated castvipossibilitie:
relative to the selling entity’s expected profitaldosses and the cash flows associated with ckandhke fair value
of the land under contract. Because we do not hayeownership interests in the entities with whighcontract to
buy land (such as LLCs), we may not have the gliitcompel these entities to provide financiabtirer data to
assist us in the performance of the primary berfievaluation. This lack of direct informatiorofn the
contracting entities may result in our evaluati@mnly conducted solely based on the aforementiorathgement
judgments and estimates. Further, where we deeselves to be the primary beneficiary of such aityeateatec
after December 31, 2003 and that entity refusggdeide financial statements, we utilize estimatiechniques to
perform the consolidation. While management beBdhat our estimation techniques provide a readermdsis for
determining the financial condition of an entityatliefuses to provide financial statements, theadinancial
condition of the entity could differ from that reped. In addition, although management believesdbaaccountin
policy is designed to properly assess our primaneficiary status relative to our involvement wittlke entities from
which we acquire land, changes to the probabildies the cash flow possibilities used in our evadmacould
produce different conclusions regarding our printaepeficiary status.
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Revenue Recognition

We primarily derive our earned revenues from the sfresidential property. We recognize residéméaenue
and all related costs and expenses when full palyhsnbeen received, title and possession of thyaepty has been
conveyed and risks and rewards of ownership transfine buyer and other sale and profit recognititeria are
satisfied. Management estimates of future cosbetimcurred after the completion of each salerekided in cost
of sales. A change in circumstances that causes #stimates of future costs to increase or resetugecrease
would significantly affect the profit recognized tirese sales.

Impairment of Real Estate Held for Development and Sale

Real estate held for development and sale incllaghel land development costs, interest and othestaaction
costs and is stated at cost or, when circumstamcegents indicate that the real estate held feeld@ment or sale
impaired, at estimated fair value. Circumstancesvents we consider important which could triggeimapairment
review include the following:

« significant negative industry or economic trer

« a significant underperformance relative to histlrar projected future operating resu

« a significant change in the manner in which antassgsed; ani

< an accumulation of costs significantly in excesthefamount originally expected to construct aet

Real estate is stated at the lower of cost or estichfair value using the methodology describefiémys. A
write-down to estimated fair value is recorded whendetermine that the net book value exceedsdfirated
selling prices less cost to sell. These evaluatawagnade on a property-by-property basis. Whedetermine that
the net book value of an asset may not be recolebaised upon the estimated undiscounted cash dllow,
impairment write-down is recorded. The evaluatibfuture cash flows and fair value of individuabperties
requires significant judgment and assumptionspiiolg estimates regarding expected sales prices]aEment
absorption and remaining development costs. Siganifiadverse changes in circumstances affectirsg floelgment
and assumptions in future periods could causerdfisignt impairment adjustment to be recorded. Asuksed in
Note 5in the accompanying financial statements, we remithpairment charges of $9.5 million in secondrtgra
2006, $1.8 million in third quarter 2006 and $3&#8lion during the fourth quarter of 2006.

Warranty Reserve

Warranty reserves for houses sold are establisheover potential costs for materials and labohwégard to
warranty-type claims expected to arise during the-pear warranty period provided by us or withie five-year
statutorily mandated structural warranty periochc8iwe generally subcontract our home building work
subcontractors are required to provide us withnalemnity and a certificate of insurance prior toeieing payment
for their work. Claims relating to workmanship amdterials are generally the primary responsibdityhe
subcontractors and product manufacturers. The wigrraserve is established at the time of closamgl, is
calculated based upon historical warranty cost eepee and current business factors. Variables unstitk
calculation of the reserve, as well as the adeqohtye reserve based on the number of homesustiér warranty,
are reviewed on a periodic basis. Although managecmnsiders the warranty reserve to be adequeee tan be
no assurance that this reserve will prove to bejaate over time to cover losses due to increassis for material
and labor, the inability or refusal of manufactsrer subcontractors to financially participate amrective action,
unanticipated adverse legal settlements, or othanticipated changes to the assumptions useditoagstthe
warranty reserve.

Environmental Liability Exposure

Development and sale of real property creates engiat for environmental liability on our part asmer and
developer, for our own acts as well as the acfmiof owners of the subject property or ownersastpwners of
adjacent parcels. If hazardous substances areveismbon or emanating from any of our propertiesawd prior
owners may be held liable for costs and liabilitielgting to those hazardous substances. We gsneralertake
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environmental studies in connection with our propacquisitions, when warranted. If we incur enmirental
remediation costs in connection with propertiegpneviously sold, including clean up costs, coneglfiees for
environmental studies and investigations, monitpdasts, and legal costs relating to clean uggditon defense ar
the pursuit of responsible third parties, theyepensed. We capitalize costs relating to land udédeelopment ar
undeveloped land as part of development costss@ustirred for properties to be sold are deferreticharged to
cost of sales when the properties are sold. Stepleviously undetected, substantial environmérgahrd be foun
on our properties, significant liquidity could bensumed by the resulting clean up requirementsaandterial
expense may be recorded. Further, governmentalatéuon environmental matters affecting residanti
development could impose substantial additionakagp on us, which could adversely affect our resilt
operations or the value of properties owned undatract, or purchased by us. For additional infdiromaregarding
risks associated with environmental hazards and@mmental regulation, see “Business — Risk FactergV/e are
Subject to Certain Environmental Laws and the @b6§&ompliance Could Adversely Affect our Business.”

Results of Operations
Year ended December 31, 2006 compared to year ended December 31, 2005
Orders, backlog and cancellations

Net new orders for the year ended December 31, d806@&ased $35.5 million, or 15.4%, to $194.7 omllon
794 homes as compared to $230.3 million on 631 kdorethe year ended December 31, 2005. The 187 uni
increase in new orders was primarily attributablentreased condominium and bulk condominium cogiversales
at Carter Lake and Countryside which were offsetibgreases in sales at our Eclipse project whichsubstantiall
pre-sold in 2005. The Company’s 2006 acquisitidnBarker Chandler Homes Inc., and Capitol Homes Indhe
Georgia and North Carolina markets, contributedeximately 122 and 91 new order units, respectively

The average sale price per new order for the yededDecember 31, 2006 decreased by $120,000 &G
as compared to $365,000 for the year ended DeceBih@005. The decrease in average sales priagepeorder it
attributable to lower priced product offerings r dNorth Carolina and Georgia markets, higher saldgwer price:
condominiums, discounted bulk sales of condomini@mversion units and general price decreases thouign
response to slower demand throughout our marketsrapared to 2005. Our backlog at December 31, 2006
decreased $49.1 million, or 27.4%, to $141.3 millam 345 homes as compared to our backlog at DezeBih
2005 of $190.4 million on 475 homes. Of the Comparmecember 31, 2006 backlog, approximately $116lfm
is derived from 258 orders at the Companigtlipse on Center Park at Potomac Yard projésthach $46.1 millior
on 134 units settled in the fourth quarter of 2006.

Our average cancellation rate for the year endexDber 31, 2006 was approximately 17.3% on 989%gros
new orders compared to cancellation rate of 14.6%3% gross new orders for the comparable peri@D@b.
Cancellations were most prevalent in the greateshivigton, DC market where we experienced 122 chaticgls or
665 gross new orders or 18.8%. At the Eclipse ptoje experienced 35 cancellations on 46 new omldrsugh
most of the cancellations we related to contragtered into in 2004. In the Raleigh market our edlation rate wa
3.4% on six cancellations out of 175 gross newmsrded in the Atlanta market our cancellation veds 26.2% on
43 cancellations out of 164 gross new orders. Wieumethat the high rate of cancellations in oulaAta market we
due in part to the first-time buyer orientationoofr products as well as a slowing of the resalekatdor our
move-up buyers.

Revenues

The number of homes delivered in the year ende@imber 31, 2006 increased by 51.6%, or 311 homé&d 4
from 603 homes in the year ended December 31, 2085age revenue per home delivered decreased by
approximately $96,000 or 27% to $263,000 for tharyended December 31, 2006 as compared to $35008
year ended December 31, 2005. In December 200& dhgany delivered an additional 30 bulk sale uatitiss
Countryside condominium project to a related partgchaser who is a former officer of the Company fo
$4.2 million and subsequently entered into a mémgednd sales agreement with the buyer to sellittiis on his
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behalf. Because the Company will participate inghafits of the sales, the Company is deemed te lagvon-going
involvement and as such the revenue from the $dleese units was deferred and will be recognidedgwith the
revenue generated from the marketing agreementrees Bevenue at the time the units are deliveredibsequent
purchasers.

Homebuilding revenues increased by $23.8 milliarl. h0%, to $240.1 million for the year ended
December 31, 2006 as compared to $216.3 milliothferyear ended December 31, 2005. The total nuofber
homes delivered and total homebuilding revenu¢hieryear ended December 31, 2006 includes 259 hantks
$40.0 in revenue related to the bulk sale of them@any’s Carter Lake condominium conversion projébe
Company delivered this project in its entirety teeatal operator during November 2006.

Excluding the sale of Carter Lake, the increasénnumber of units delivered is attributable t® tompany’s
Eclipse project which delivered 134 units, and@wnpany’s expansion in the North Carolina and Atlanarkets
as a result of the acquisition of Capitol Homes blrad Parker Chandler Homes Inc. During the yedeén
December 31, 2006 we delivered 705 homes in Rakaighl07 homes in Atlanta as compared to 132 hames
Raleigh and 0 homes in Atlanta for the year endedenber 31, 2005. The decrease in revenues arapaver
revenue per home is attributable to lower pricextipct offerings in our North Carolina and Georgiarkets, highe
sales of lower priced condominiums and condomindmmversion units and general decreases in thespoickome:
as compared to 2005.

Other Revenues

Other revenue for the year ended December 31, @86&ased by $2.2 million, or 27.5% to $5.8 millias
compared to $8.0 million for the year ended Decemlfi¢ 2005. Other revenue for the year ended Deeefih
2005 and 2004 includes lot sales made to thirdgsantevenue associated with the Company’s Settieme
Title Services division, management fees receivechfComstock Asset Management Inc. (as discusshiota 12),
and revenue received from a marketing servicearaé. The decrease is attributable to lower overadlales durin
2006 as compared to 2005. The Company considexie aosbe from homebuilding when there is a stmgchwilt on
the lot when it is sold. Sales of lots occur, argiacluded in Other Revenues, when the Comparhy isel or
finished home sites in advance of any substantiadehconstruction.

Cost of Sales and Cost of sales other

Cost of sales for the year ended December 31, R@déased $57.4 million, or 37.2%, to $211.4 millior
88.1% of homebuilding revenue, as compared to $15@lion, or 70.7% of revenue, for the year ended
December 31, 2005. The 17.4 percentage point iner@acost of sales as a percentage of homebuitdirenue for
the year ended December 31, 2006 is attributaldeveral factors. Due to weakening market conditiore have
extended the sales cycle of many of our projeds¢hvin turn has increased direct costs per unihbyeasing the
amount of real estate tax, interest and overhepitiatiaed to the project. In many cases, since eliee our
capitalized costs pro-rata to the individual I&¢syer remaining lots must absorb increased castaddition, we
have experienced pricing concessions and incréaseaterial and labor costs throughout our markate to the
factors stated above, the Company expects costHes as a percentage of revenue to continue écafiditional
upward pressure until general market conditiongawg, costs of materials moderate and new inverngoagquired
Cost of sales other for the year ended Decembe2@®) increased by $1.6 million, or 44.4% to $5iltion, as
compared to $3.6 million for the year ended Decemlfie 2005. Cost of sales other for the year edstember
2006 and 2005 includes expenses associated wisialles made to third parties and expenses asabuidtethe
management of the Company’s Settlement Title Sesvitivision. Cost of sales other as a percentagthef
revenue was 89.7% and 45.0% for the year endednimre31, 2006 and 2005 respectively. The 44.7 ptage
point increase in cost of sales other as a pergerghother revenue is due to the Company selbigydt book value
to exit underperforming projects as compared tessef lots for a gain in 2005.

Impairments and write-offs

As discussed in Note 3 in the accompanying notéisedinancial statements, the Company, for the geded
December 31, 2006 and 2005, recorded impairmemgebhaf $51.2 and $1.2 million, respectively. Fue year
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ended December 31, 2006 the Company wrote-off $@ln related to deposits on forfeited option tawets, value
assigned to forfeited option contracts and relédedibility costs. Based on management’'s assesshentrent
market conditions and estimates for the future Gbmpany believes there are no additional impaitsvemrranted
at this time. However, if market conditions congrto deteriorate or actual costs are higher thalgéted, the
Company would be required to ezaluate the recoverability of its real estate lietddevelopment and sale and n
incur additional impairment charges. Total impaimseand write-offs were taken in all of our geodniagegions,
with approximately $26.8 million, $7.5 million a23.1 million in the Washington metro area, Nontld &outh
Carolina and Georgia, respectively. The bulk of@menpany’s impairments, $36.4 million, were recardé
December 31, 2006 based on the continuing negatife concession the weakening of pricing powerianceasin
inventory costs resulting from the capitalizatidrinderest, overheads and real estate taxes.

At December 31, 2006, the Company had approxim&&I§ million related to non-refundable option dsifo
to purchase real estate. In addition, the Compasyalpproximately $7.9 million related to feasigilibsts incurred
on projects under option agreements or under féigsitudy periods. The Company is in the procefsee-
negotiating its remaining option contracts for bpttte concessions and deferral of scheduled lathases. The
Company could incur additional write downs in tlver the Company is not successful in renegotigengs of
existing option contracts and choose to cancapton and not close on the underlying land.

Selling, general and administrative expenses

Selling, general and administrative costs for tearyended December 31, 2006, increased $13.3 mdtio
55.0% to $37.5 million, as compared to $24.2 millfor the year ended December 31, 2005. Sellingeige and
administrative expenses represented 15.3% ofte¥ahue for the year ended December 31, 2006,rapared to
10.8% for the year ended December 31, 2005.

This increase was the result of additional stafing related compensation costs of $5.2 millioorgased
media and other marketing related costs of $2.6amjloffice and model rent of $1.2 million, feaity and
consulting fees of $2.4 million, and legal fee$df.4 million, and general administrative experisekiding
depreciation and amortization of $1.6 million.

In addition, our acquisition during the year oftb&arker Chandler Homes and Capitol Homes increaged
selling, general and administrative expenses by Sdllion and $1.2 million, respectively.

Operating income

Operating income for the year ended December 316 g@creased $108.1 million to $(65.7) million as
compared to $42.4 million for the year ended Decam®i, 2005. Operating margin for the year ended
December 31, 2006 was (26.7%) compared to 18.9%héoyear ended December 31, 2005. The decrease in
operating margin is primarily attributable to $5%dlion of impairments and write-offs for the yeamded
December 31, 2006 as compared to $1.2 millionHeryear ended December 31, 2005. Net of impairneerds
write-offs, operating loss for the year ended Deoen81, 2006 was $(8.3) million which representdeerease of
$50.7 million as compared to the year ended Decethe2005. The additional decrease over the impaits and
write-offs is attributable to higher costs of sadssa percentage of revenue and increased sejéngral and
administrative expenses as a percentage of totahtee.

Other (income) expense, net

Other (income) expense, net increased by $37,066ttother income of $1.5 million for the year ethde
December 31, 2006 as compared to net other incdi$e.5 million for the year ended December 31, 2005

Income before minority interest

Income before minority interest decreased by $166llon, or 241.8%, to $(64.2) million for the yeanded
December 31, 2006 as compared to $43.9 millionHeryear ended December 31, 2005. The decreasasistent
with the decrease in Operating Income detailed ebov
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Minority interest

Minority interest expense decreased by $15,00A%50PO0 for the year ended December 31, 2006 asaeup
to $30,000 for the year ended December 31, 2008.décrease is the primarily the result of a slopage of
deliveries at the Company’s Comstock North Caradinbsidiary in which there is a small minority et who
retained its interest at the initial public offegivhen all other minority interests were purchasg€omstock
Homebuilding Companies, Inc.

Income taxes

Income tax (benefit) expense for the year endeceber 31, 2006 was $(24.5) million compared to
$16.4 million for the year ended December 31, 2@%. combined effective tax rate including bothrent and
deferred provisions for the year ended Decembe2@06 was 38.1% as compared to 37.3% for the yeed
December 31, 2005.

Year ended December 31, 2005 compared to year ended December 31, 2004
Orders and Backlog

New orders for the year ended December 31, 2008ased $5.9 million, or 2.7%, to $230.3 million&si
homes as compared to $224.2 million on 608 homethéyear ended December 31, 2004. This increasewv
orders was primarily attributable to an increassdleable inventory resulting from the opening @fvrprojects
including Penderbrook (183 sales), Villas at Coysitte (58 sales) and Commons on Potomac Squasa(és).

The average sale price per new order for the yeded December 31, 2005 decreased by $4,000 tokBbHas
compared to $369,000 for the year ended Decemheét0BY4. The decrease was a result of significarmtuarinof unit
sales at our Penderbrook, Villas at CountrysideBeltemeade Farms condominium conversion projécishich
existing apartment units are being converted talooriniums. By design, sales prices tend to be lowénese
conversion projects as compared to our new cortiiruprojects. Our strategy with respect to conieerprojects is
to identify assets where we can offer lower priathrdable product to first time home buyers. Weus on older
assets where we can add value while maintainirgg gdints which are more attractive to our targsfels. Becaus
we tend to be buying, renovating, and selling ollkgets that are in prime locations we are alj@sdion the asse
to be more affordable, and therefore, average rdergrices are lower. On average, the sale pficaio
townhouses increased by approximately $81,900 duhia year ended December 31, 2005 to $443,600 from
$361,700 at December 31, 2004. On average, thesateof our single-family homes increased by agpnately
$89,500 during the year ended December 31, 208598,200 from $508,700 at December 31, 2004. Theage
sale price of our condominiums increased by $32{@@113,100 for the period ending December 31524
compared to $381,000 for the period ended DeceBihe2004.

Our backlog at December 31, 2005 increased $13l@mior 9.1%, to $190.4 million on 475 homes as
compared to our backlog at December 31, 2004 of $Lillion on 329 homes. Of our December 31, 268&klog
approximately $157.6 million is derived from 390dsanits at our Eclipse on Center Park at Potomaid Yoroject.

Revenues

The number of homes delivered in the year ende@iber 31, 2005 increased by 129.3.0% to 603 frodn 26
homes in the year ended December 31, 2004. Aveesgaue per home delivered increased by approxiynate
$28,000 to $359,000 for the year ended Decembe2(®15 as compared to $331,000 for the year ended
December 31, 2004. Homebuilding revenues increbge129.3 million, or 148.6%, to $216.3 million fibre year
ended December 31, 2005 as compared to $87.0 mitiothe year ended December 31, 2004. The inengas
deliveries and revenues from December 31, 2004eteBber 31, 2005 is primarily attributable to seténts from
the opening of new communities and the releasewahitory for sale at projects such as Penderbrb®® (inits),
Villas at Countryside (53 units), Bellemeade Fa(gtsunits), Woodlands at Round Hill (17 units) &ammons ot
William Square (56 units). In addition, we geneta®8 settlements in 2005, as a result of its menggr Comstock
Service in December 2004.
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Other Revenue

Other revenue for the year ended December 31, @86%ased by $1.0 million, or 11% to $8.0 millias,
compared to $9.0 million for the year ended Decarfie 2004. Other revenue for the year ended DeeeBib
2005 and 2004 includes lot sales made to thirdgsantevenue associated with our Settlement TilwiSes
division, management fees received from ComstodefAManagement Inc. (as discussed in Note 12)ramhue
received from a marketing services alliance. Ferybar ended December 31, 2004, other revenualedltevenue
associated with the management of Comstock Servitedecrease in other revenue was primarily theltref not
recording management revenues from Comstock Semitieh was merged into Comstock Homebuilding on
December 17, 2004.

Cost of sales and selling, general and administetxpenses.

Cost of sales for the year ended December 31, R@d&ased $96.7 million, or 168.8%, to $154.1 millior
71.3% of homebuilding revenue, as compared to $5iflldn, or 65.9% of revenue, for the year ended
December 31, 2004. The 5.4 percentage point iner@asost of sales for the year ended Decembe2@15 is
primarily attributable to lower margins on saleshe North Carolina market and the increase ideseéints from th
opening of our condominium conversion projects.

As discussed above, Comstock Service, our Nortbl®ardivision, was merged into Comstock Homebuidi
on December 17, 2004. Due to current market camditin the North Carolina market, which have cawsednded
hold and carry periods between acquisition and/dgfi we experienced lower margins on its Northaliaa
settlements, as compared to margins in the Wasiin@C market, primarily due to increasing intelest
overhead carrying costs and modest revenue conosssi addition, as discussed in Note 5 in theapanying
financial statements, we recorded a $1.2 milliopaimment charge on the carrying value of real edtatd for
development and sale at Kelton Il, a townhouse conityin Raleigh, North Carolina. For 2005, our Mor
Carolina’s projects accounted for 5.5% of our tetgttlements and 5.2% of total homebuilding revenG®st of
sales as a percentage of revenue for our NorthliGarmivision was approximately 84.2%

In addition, our newly opened condo conversiongety experienced lower margins than our traditional
homebuilding projects due to the nature of a casivarproject in which we buy an existing structwéds value
through upgrades and sells the renovated unitsanititus on affordability. As a result, costs désaend to be
higher as a percentage of revenue than our newiraotien projects. For 2005, our condo conversinjgets
accounted for 42.1% of our total settlements and%0of total homebuilding revenues. Cost of satea percentac
of revenue for our condo conversion projects was@pmately 86.1%.

Cost of sales other for the year ended Decembe2@® decreased by $3.1 million, or 45.8% to $3il6am,
as compared to $6.7 million for the year ended bdssr 31, 2004. Cost of sales for the year ende@mber 2005
and 2004 includes expenses associated with lot szdele to third parties and expenses associathdheit
management of our Settlement Title Services diviskor the year ended December 2004, cost of s#ies also
included expenses associated with the manageme&drostock Service, which was merged into Comstock
Homebuilding on December 17, 2004. The decreasthéyear ended December 31, 2005, as comparegiDt 2
was primarily the result not recording costs assed with the management of Comstock Service.

Selling, general and administrative costs for tearyended December 31, 2005 increased $12.3 mition
$24.1 million from $11.9 million for the year endBécember 31, 2004. As a percentage of revenumgseajeneral
and administrative expenses represented 10.8%2d80lof total revenue during the year ended Deceidbe200!
and 2004, respectively. This increase was thetreSaldditional staffing costs and compensatio®b million to
support our growth, increased advertising expeas8340,000, board fees and stock compensatio2.6f ’fillion,
office and model rent of $1.2 million, consultiregts of $928,000, legal and computer expenses &, $a0,
insurance costs of $268,000 and other miscellanexpsnses associated with our growth in staffirdyland
acquisition efforts of $1.1 million.
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Operating income

Operating income for the year ended December 315 #tcreased $22.3 million to $42.4 million as camgal
to $20.1 million for the year ended December 3D&2®perating margin for the year ended Decembg2@d5 wa
18.9% compared to 20.9% for the year ended DeceB1he2004. The decrease in operating margin isgmiiyn
attributable to an increase in cost of sales areeptage of revenue as discussed above.

Other (income) expense, net

Other (income) expense, net increased by $2.4amitth net other income of $1.5 million for the yeaded
December 31, 2005 as compared to net other expé¥8,000 for the year ended December 31, 2004. Th
increase in other (income) expense is primarilgikattable to interest earned on our cash balaneesrgted as a
result of the proceeds from our initial and follow public offering.

Income before minority interest

Our income before minority interest increased b4.$2nillion, or 228%, to $43.9 million for the yeanded
December 31, 2005 as compared to $19.2 millionHeryear ended December 31, 2004. Net margins as a
percentage of revenues remained consistent atxépmately 20% for the year ended December 31, 20@52004.

Minority interest

Minority interest expense decreased by $5.2 miltm$30,000 for the year ended December 31, 2005 as
compared to $5.3 million for the year ended Deceamfie 2004. This decrease is the result of ournemse or
redemption of substantially all of the minorityen¢sts in four of our limited liability company sidiaries includin
Comstock Investors V, L.C., Comstock InvestorsIVC., Comstock Potomac Yard, L.C. and Comstock Nort
Carolina, L.L.C. subsequent to our initial publifesing in December 2004.

Income taxes

On December 17, 2004, we reorganized from a gré@aorporations to a C-corporation. As a resul,were
subject to income taxes for only 14 days duringf200come tax expense for the year ended Decenlh&(B5 wa
$16.4 million compared to $(241,000) for the yemded December 31, 2004. Our combined effectiveatx
including both current and deferred provisionstfa year ended December 31, 2005 was 37.3%.

Liquidity and Capital Resources

We require capital to post deposits on new dealputchase and develop land, to construct homdantb
related carrying costs and overhead and to funidwsiadvertising and marketing programs to fad#isales. These
expenditures include engineering, entitlement, igecture, site preparation, roads, water and sénes, impact fee
and earthwork, as well as the construction coste@homes and amenities. Our sources of capithlde, and will
continue to include, funds derived from variousused and unsecured borrowings, operations whidldiecthe sal
of constructed homes and finished lots, and the afa¢quity securities. Our currently owned andtamled
inventory of home sites will require substantigpital to develop and construct.

In production home building, it is common for bgtd such as us to employ revolving credit fac8itiehereby
the maximum funding available under the facilitgeads the maximum outstanding balance allowedyatjizen
time. Our overall borrowing capacity may be corisgd by loan covenants which limit the ratio of doial
liabilities to our total equity. This revolving delill typically provide for funding of an amounpuo a pre-
determined percentage of the cost of each asse¢fuThe balance of the funding for that assetasiged for by u
as equity. The efficiency of revolving debt in puation home building allows us to operate with legsrall debt
capital than would be required if we built eachjpcbwith long-term amortizing debt. At December 3006, we
had approximately $ 295.4 million of debt financeagd $21.3 million of unrestricted cash. Credit ke#s are
tightening as a result of the slowing of demandrémidential for-sale housing and the oversupplypafculative
inventory in the market. In spite of this, we beédhat internally generated cash, borrowings atél under
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existing and new credit facilities and access tolipudebt and equity markets will provide us witkfficient access
to capital to meet our existing and expected chpéads.

Credit Facilities

A majority of our debt is variable rate, based dBQR or the prime rate plus a specified numberasfi®
points, typically ranging from 190 to 375 basismisiover the LIBOR rate and from 25 to 100 basistsmver the
prime rate. As a result, we are exposed to margleim the area of interest rate changes. At Deezrh, 2006, the
one-month LIBOR and prime rates of interest weB2% and 7.25%, respectively, and the interest iateffect
under our existing secured revolving acquisiticyelopment and construction credit facilities rahffem 7.22% t
9.07 %. For information regarding risks associatéti our level of debt and changes in interestsatee “Business-
Risk Factors” and “Quantitative and Qualitative @isures About Market Risk.”

On May 26, 2006 we entered into $40 million SecuRedolving Borrowing Base Credit Facility for the
financing of entitled land, land under development)struction and letters of credit. All lettersooédit issued will
also be secured by collateral in the facility. FHagdavailability will be limited to compliance with borrowing base
and facility covenants. As of December 31, 200®.&4nillion was outstanding with this facility. Aecember 31,
2006 we were not in compliance with the financ@lenants of this credit facility, however the lend&l not issue
notice of default as was their right. In Februa®®?2 we entered into a Forbearance Agreement wéttetider whic
reduced the covenants and eliminated the abilith@lender to claim an event of default as a tesfuion-
compliance with the financial covenants of the imadjloan. The Forbearance Agreement runs throughrcM2008.

On May 4, 2006 we closed on a $30 million Juniob@dinated Note Offering. The term of the note gy
years and icould be retired after five years with no penaltige rate was fixed at 9.72% the first five yeard an
LIBOR plus 420 basis points the remaining twentiefyears. As of December 31, 2006, we were nobimpdiance
with the financial covenants of the Note, howeVer lender did not issue a notice of default astiveis right. In
March 2007 we retired the original notes and extt@r® a new 10-year $30 million Senior SecuredeNoffering
with the same lender at the same interest rateaM/@ compliance with all covenants associatet thie new
notes.

As of December 31, 2006, we had $8.1 million oudiag to Key Bank. Under the terms of the loan agrent
we are required to maintain certain covenants.fA3azember 31, 2006 we were not in compliance withinterest
coverage covenant of the loans by which we areiredjto maintain a specified EBITDA to debt servie&o,
however the lender did not issue a notice of deétmulvas their right. In January 2007 we entereulloan
modification agreements lower the interest coveratje. We are in compliance with the loans as fiedii

As of December 31, 2006 we had $10.3 million ouiditag to M&T Bank. Under the terms of the loan
agreement, we are required to maintain certainrcaves. As of December 31, 2006 we were not incanpé with
both the interest coverage covenant of the loanstigh we are required to maintain a specified HBATto debt
service ratio and the minimum tangible net worthiezmnt, however the lender did not issue a nofickefault as
was their right. In March 2007 we entered into loawdification agreements lower the interest covenragio and th
tangible net worth covenant. We are in complianith the loans as modified.

On October 24, 2006 we received a purported noficefault under a $46 million credit facility witdank of
America related to our Bellemeade condominium ptaje Leesburg, Virginia. We disputed the noticel ageceived
a stand-still agreement from Bank of America ubticember 29, 2006. During the term of the startagfreement
we had a $26 million secured loan and a $10 millinsecured loan mature. Prior to the expiratiothefstand-still
agreement we negotiated a settlement with Banknoérica whereby the bank withdrew the purportedaeodif
default in connection with a $26 million reductionthe secured loan (from proceeds of the $40 anilBale of the
collateral) and a $5 million reduction in the oatsling balance of the unsecured loan. All othetadlarents were
extended. All financial covenants of the Companthvidank of America were removed as part of thdesagnt.

In December 2005 the Company entered into a $14ibmsecured, limited recourse loan with Corus Ban
related to our Eclipse project. Under the term#hefloan there is a single deed of trust covenviglban traunches.
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The two traunches have varying interest rates Witunche A at LIBOR plus 375 basis points and TcherB at
16.0%. At December 31, 2006 our outstanding balander this loan was $85.7 million.

From time to time, we employ subordinated and umsatcredit facilities to supplement our capitalmerces
or a particular project or group of projects. Qemders under these credit facilities will typicadlyarge interest rates
that are substantially higher than those chargetthdyenders under our senior and secured crediititss. These
credit facilities will vary with respect to termadicosts. As of December 31, 2006, only one unsectnredit facility
remained in place. And at December 31, 2006 theanmariable interest rate on the facility was #b&nd
$5.0 million was outstanding under the facility. W&end to continue to use these types of faciliia a selected
basis to supplement our capital resources.

Many of our loan facilities contains Material AdserEffect Clauses which if invoked could createasnt of
default under the loan. In the event all our loarese deemed to be in default as a result of a Mdt&dverse
Effect, our ability to meet our capital and debligditions would be compromised.

As illustrated by the following debt maturity sclel we have a significant amount of debt matuinmg007.
In our industry, it is customary for secured debibé renewed until a project is complete but weehay assurance
that this will be the case with our debts. Our ndlgereported and cured loan covenant violationay impact our
ability to renew and extend our debt.

As of December 31, 2006, future maturities of oamrbwings are as follows:

Year ending December 3

2007 $205,92:
2008 16,98¢
2009 39,98:
2010 2,51¢
2011 and thereaftt 30,00¢(
Total $295,40:

We are considering replacing our credit facilitieigh one or more larger facilities, which may redur
aggregate debt financing costs. We would be theol@r and primary obligor under this larger fagilitr facilities,
and we anticipate the indebtedness would be seconoedrecourse and based on an available borrobasg.

Cash Flow

Net cash provided by/(used in) operating activities $(86.4) million for the year ended December28D6,
$(131.1 million) for the year ended December 3D538nd $11.1 million for the year ended Decembe2804. In
2006, the primary source for the decrease in castl in operating activities was attributable tceistment in real
estate held for development and sale resulting fsamacquisitions of Parker Chandler Homes, Ind. @apitol
Homes, Inc. as well as our continued constructioouo Eclipse project. In 2005, the primary soufaethe increase
in cash used in operating activities was attribletéd increased investments in real estate helddgelopment and
sale. In 2004, the primary source of the increasmsh from operating activities was attributabletreases in net
income and accounts payable which were only pbrtidfset by increased investments in real estatd for
development and sale.

Net cash provided by/(used in) investing activitiess $(17.8) million for the year ended December28D6,
$0.7 million for the year ended December 31, 20@% $1.0 million for the year ended December 314209 2006,
the primary source of the decrease in cash fromsitivg activities was attributable to business &itipns, net of
cash acquired. In 2005, the primary source oftibesiase in cash from investing activities waslatteble to the
return of capital in the amount of $1.0 million upihe redemption of our investment in TCG Funah 2004, the
primary source of the increase in cash from inngséictivities was attributable to cash receivedhftbe acquisition
of Comstock Service as discussed in Note 1 of tikerapanying notes to consolidated financial statéme

45




Net cash provided by/(used in) financing activitieess $83.3 million for the year ended December2BD6,
$105.0 million for the year ended December 31, 28@% $38.3 million for the year ended December2B04. The
primary source of the increase in cash from finageictivities for the year ended December 31, 2086 the
proceeds from notes and other indebtedness agsviie proceeds an equity offering in May 2006. gifr@ary
source of the increase in cash from financing éiti/for the period ended December 31, 2005 wisibatable to
net proceeds from our follow on public offering andreased borrowings from our credit facilitieseTprimary
source of the increase in cash from financing éis/for the period ended December 31, 2004 wan#t proceeds
received from our initial public offering which wepartially offset by distributions paid to stockders.

Recent Acquisitions

In May 2006, we completed the acquisition of Cdgitomes, Inc., in the Raleigh, North Carolina arElae
acquisition price was approximately $7.5 milliompkhe assumption of approximately $20.6 milliofiabilities.
The results of Capitol Homes, Inc. are includethmaccompanying financial statements from theope¥ay 5,
2006 to September 30, 2006. The acquisition addpcbaimately 1,350 lots in 13 communities to ourantory of
controlled land.

In January 2006, we completed the acquisition ok&aChandler Homes, Inc. in the Atlanta, Georg&aaThe
acquisition price was approximately $10.4 millidogpthe assumption of approximately $63.8 milliardebt. The
results of Parker Chandler, Inc. are included @mabcompanying financial statements from the pelatiary 19,
2006 to December 31, 2006. The acquisition added by600 lots to our inventory of controlled land.

Subseguent Events

In February 2007 we received a ruling from a paferbitrators ordering payment of approximately
$3.0 million with respect to an allegation of ardarokerage fee being owed for placement of a fldifllion
project loan for the Eclipse at Potomac Yard priogaa a $67.0 million project loan at Penderbradfle. are
assessing our rights of appeal with respect todédssion.

In February 2007 we entered into a limited reco®2&0 million loan agreement with Guggenheim Capit
Partners to refinance an existing loan with CoraekB The new loan has a term of 3 years and beoatang
interest rate of LIBOR + 500 basis points.

In January 2007 we entered into a contract toldélllots at our Massey Preserve project in Ralé\ghto
another builder in two takedowns. The first closimg55 lots occurred in February 2007 for procesdds
$3.6 million. The second takedown is scheduledctupin July 2007.

On May 4, 2006 we closed on a $30 million Junidb@dinated Note Offering. The term of the note Wy
years which could be retired after five years withpenalty. The rate was fixed at 9.72% the fika fears an
LIBOR plus 420 basis points for the remaining twyeiite years. In March 2007 we retired the origidahior
Subordinated Note and entered into a new 10-ye@dn$iBion Senior Secured Note Offering with the salender at
the same interest rate.

Payments due by period

Less than 3-5 More than
Total 1 Year 1-3 Years Years 5 Years

(In thousands)
Notes payable(1 $295,40! $205,92. $59,48: $ — $30,00(
Operating lease $ 342 ¢ 1231 $218 $ 5 $ —
Capital lease $ 237 $ 86 $ 151 $— $ —
Total $299,06: $207,23¢ $61,81¢ $ 5 $30,00(

(1) Notes payable includes estimated interest paynierssd on interest rates in effect at December®15..

Notes payable have an undefined repayment dueaddtare typically due and payable as homes atedett
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We are not an obligor under, or guarantor of, amfebtedness of any party other than for obligatentered
into by the subsidiaries of one of the now-consakd primary holding companies.

We have no off-balance sheet arrangements excefitdmperating leases described above.

As discussed in Note 3 in the accompanying conatiifinancial statements as of December 31, 266,
Company has posted aggregate non-refundable depd4§iB8.8 million on $37.0 million worth of land fohase
options.

Seasonality and Weather

Our business is affected by seasonality with resjeearders and deliveries. In the markets in whighoperate
the primary selling seasons are from January thrddgy as well as September and October. Orderthr ononth:
typically are lower. In addition, the markets iniathwe operate are four-season markets that experisignificant
periods of rain and snow. Construction cycles dfatts are often adversely affected by severe wezath

Inflation

Inflation can have a significant impact on our Ioesis performance and the home building industgeimeral.
Rising costs of land, transportation costs, utitibgts, materials, labor, overhead, administratogts and interest
rates on floating credit facilities can adversdfget our business performance. In addition, risiogts of certain
items, such as lumber, can adversely affect theatrp profitability of our backlog. Generally, wavie been able
recover any increases in costs through increadkagsprices. However, there is no assurance weheilable to
increase selling prices in the future to coverdfiects of inflation and other cost increases.

ltem 7A. Quantitative and Qualitative Disclosures &out Market Risk

Market risk represents the risk of loss that magdnt our financial position, results of operationgash flows
due to adverse changes in financial and commoditiket prices and interest rates. We are exposettket risk ir
the area of interest rate changes. A majority ofdabt is variable rate based on LIBOR and printe, rand,
therefore, affected by changes in market intewstst Based on current operations, as of Decenih@086, an
increase/decrease in interest rates of 100 basitsspm our variable rate debt would have resuheal
corresponding increase/decrease in interest agtinalirred by us of approximately $2.4 million ifiscal year,
which would be capitalized and included in cossales as homes are delivered. As a result, thetefifenet income
would be deferred until the underlying units settad the interest was released to cost of goddsGhanges in
the prices of commodities that are a significamhponent of home construction costs, particulargber, may
result in unexpected short-term increases in coostin costs. Because the sales price of our hagrfesed at the
time a buyer enters into a contract to acquireraehand we generally contract to sell our homesrbefonstruction
begins, any increase in costs in excess of thasamated at the time of each sale may result weloconsolidated
operating income for the homes in our backlog. \tenapt to mitigate the market risks of the priagectuation of
commodities by entering into fixed price option trants with our subcontractors and material suppher a
specified period of time, generally commensuratd wie building cycle. These contracts afford wesdption to
purchase materials at fixed prices but do not aldigis to any specified level of purchasing.

Item 8. Financial Statements and Supplementary Dat

Reference is made to the financial statementsiakes thereto, and the report thereon, commencing o
of this report, which financial statements, notes] report are incorporated herein by reference.

Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

Not applicable.
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Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We have evaluated, with the participation of oure€Executive Officer, Chief Financial Officer ahief
Accounting Officer, the effectiveness of our distloe controls and procedures (as defined in Ridaslb(e) and
15d-15(e) of the Exchange Act as of December 3@62Based on this evaluation, our Chief Executivicer,
Chief Financial Officer and Chief Accounting Offideave each concluded that our disclosure conaiads
procedures as of December 31, 2006 are functicefiiegtively to provide reasonable assurance tratrtformation
required to be disclosed by us in reports filedarrttie Securities Exchange Act of 1934 is (i) rdedt processed,
summarized and reported within the time periodgiéiee in the SEC’s rules and forms, and (ii) acclmted and
communicated to our management, including our praiexecutive and principal financial officers,marsons
performing similar functions, as appropriate t@waiitimely decisions regarding required disclosure.

Limitations on the Effectiveness of Controls

We do not expect that our disclosure controls atefmal controls will prevent all error and alldch A control
system, no matter how well conceived and operaimu provide only reasonable, not absolute, asseridyat the
objectives of the control system are met. Furtther design of a control system must reflect thé tfaat there are
resource constraints, and the benefits of contnoist be considered relative to their costs. Becafigs inherent
limitations, internal control over financial repod may not prevent or detect misstatements. Adsgjections of an
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadéegbecause of
changes in conditions, or that the degree of caanpé with the policies or procedures may detemorat

The design of any system of controls also is bas@drt upon certain assumptions about the likelthof
future events, and there can be no assurancerthategsign will succeed in achieving its stated gamlder all
potential future conditions; over time, a contrayrbecome inadequate because of changes in coreddiche
degree of compliance with the policies or procedumay deteriorate. Because of the inherent linoitatin a cost-
effective control system, misstatements due tor@nmrdraud may occur and may not be detected.

Management’s Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taiaiimg adequate internal control over our finahcia
reporting.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®m31,
2006, based on criteria set forth in the framewnorkternal Control — Integrated Framework issugdtie
Committee of Sponsoring Organizations of the Tremgd@ommission (COSO). This evaluation includedeevof
the documentation of controls, evaluation of theigle effectiveness of controls, testing of the afirg
effectiveness of controls and a conclusion ondkiuation. Our management determined that, asoé®ber 31,
2006, our internal control over financial reportisgeffective.

PricewaterhouseCoopers LLP, an independent regismrblic accounting firm, has issued an audit reqo
managemens$ assessment of our internal control over finanrejabrting as of December 31, 2006, which is inet
herein.

Item 9B. Other Information

Not applicable.

PART IlI

Item 10. Directors and Executive Officers of the Registran

The information required by this Item relating war @irectors is incorporated herein by referenceéo
definitive Proxy Statement to be filed pursuanRegulation 14A of the Exchange Act for our 2007 Aain

48




Meeting of Stockholders. The information requirgcthis Item relating to our executive officersngluded in
Item 1, “Business — Executive Officers” of this ogp
Item 11. Executive Compensation

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stetnt to b
filed pursuant to Regulation 14A of the Exchange #c our 2007 Annual Meeting of Stockholders.
Item 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholde

Matters

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stent to b
filed pursuant to Regulation 14A of the Exchangé #hc our 2007 Annual Meeting of Stockholders.
Item 13. Certain Relationships and Related Transactions

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stetnt to b
filed pursuant to Regulation 14A of the Exchange #&c our 2007 Annual Meeting of Stockholders.
Item 14. Principal Accountant Fees and Service

The information required by this Item is incorp@éterein by reference to the definitive Proxy Stetnt to b
filed pursuant to Regulation 14A of the Exchange #c our 2007 Annual Meeting of Stockholders.

PART IV

Item 15. Exhibit and Financial Statement Schedule:
(a) Financial Statements
(1) Financial Statements are listed in the Indekit@ancial Statements on page F-1 of this report.

(2) Schedules have been omitted because they aapplicable or because the information requirebgo
set forth therein is included in the consolidated aombined financial statements or notes thereto.

(b) Exhibits
Exhibit
Number Exhibit
3.1(2) Amended and Restated Certificate of Incorpora

3.2(2) Amended and Restated Byla

4.1(1) Specimen Stock Certifica

10.1(1) Lease Agreement, dated as of January 31, 2004 Geithstock Partners, L.(

10.2(1) Agreement of Sublease, dated as of October 1, 2G4 Comstock Asset Management, L

10.3(1) Loan Agreement, dated December 17, 1997, as amgwitacdBank of America, N.A

10.4(1) Disbursement and Construction Loan Agreement asubsement and Development Loan Agreen
each dated October 10, 2002 and as amended, vaticBBanking and Trust Company of Virgil

10.5(1) Disbursement and Construction Loan Agreement argli&ition, Disbursement and Development
Loan Agreement, each dated July 25, 2003, with &rdanking and Trust Company of Virgir

10.6(2) Loan Agreement, dated January 25, 2005, with CBard, N.A.

10.7(2) Completion Guaranty, dated January 25, 2005 inrfaf@€orus Bank, N.A

10.8(2) Carve-Out Guaranty, dated January 25, 2005, in favorafi€ Bank, N.A

10.9(1) Form of Indemnification Agreeme
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Exhibit

Number Exhibit

10.10(1) Form of Promissory Note to be issued to each ofsipher Clemente, Gregory Benson, James Keena
and Lawrence Golub by each of Comstock Holding Camypinc., Comstock Homes, Inc., Sunset
Investment Corp., Inc. and Comstock Service Cadng.,

10.11(1) Form of Tax Indemnification Agreement to be entarad by each of Christopher Clemente, Gregory
Benson, James Keena and Lawrence Golub with eaCbroktock Holding Company, Inc., Comstock
Homes, Inc., Sunset Investment Corp., Inc. and GarksService Corp., Inc

10.12(1) 2004 Lon¢-Term Incentive Compensation Pl

10.13(1) Form of Stock Option Agreement under the 2004 I-Term Incentive Compensation Pl

10.14(2) Form of Restricted Stock Grant Agreement unde2@ Lon¢-Term Incentive Compensation Pl

10.15(1) Employee Stock Purchase P

10.16(1) Purchase and Sale Agreement, dated as of Apr@%53, as amended, with Crescent Potomac Yard
Development, LLC

10.17(2) Purchase and Sale Agreement, dated as of NovemB609, as amended, with Fair Oaks Penderbrook
Apartments L.L.C

10.18(2) Real Estate Purchase Contract, dated as of Feb4u2605, with Westwick Apartments LL

10.19(2) Services Agreement, dated March 4, 2005, with Cooksfsset Management, L.

10.20(1) Employment Agreement with Christopher Cleme

10.21(1) Employment Agreement with Gregory Bens

10.22(1) Employment Agreement with Bruce Labov

10.23(1) Confidentiality and No-Competition Agreement with Christopher Cleme

10.24(1) Confidentiality and No-Competition Agreement with Gregory Bens

10.25(1) Confidentiality and No-Competition Agreement with Bruce Labov

10.26(2) Description of Arrangements with William Bensi

10.27(2)  Description of Arrangements with David How

10.28(1) Trademark License Agreeme

10.29(2) Purchase Agreement, dated as of November 12, 2@040omstock Asset Management, L

10.30(3) Agreement of Purchase and Sale, dated June 23, B9@Hhd between Comstock Carter Lake, L.C. and
E.R. Carter, L.L.C

10.31(3) Agreement of Purchase and Sale, dated Septemb20@8, by and between Comstock Bellemeade,
L.C. and Bellemeade Farms Investors, LLC et

10.32(3) Loan Agreement, dated September 28, 2005, by amkba Comstock Bellemeade, L.C. and Bank of
America, N.A.

10.33(3) Guaranty Agreement, dated September 28, 2005,eoRégistrant in favor of Bank of America, N.

10.34(4) Life Insurance Reimbursement Agreement with WilliBorBenstel

10.35(4) Life Insurance Reimbursement Agreement with Bruabdvitz

10.36(4) Description of Reimbursement and Indemnificatiomatwgement with Christopher Clemente and
Gregory Bensol

10.37(3) Agreement of Purchase and Sale, dated June 23, B9@Hhd between Comstock Carter Lake, L.C. and
E.R. Carter, L.L.C

10.38(5) Stock Purchase Agreement with Parker-Chandler Homesand the Selling Stockholders identified
therein, dated as of January 19, 2

10.39(5) Loan Agreement, dated January 31, 2006, by anddestW€omstock Carter Lake, L.C. and Bank of
America, N.A.

10.40(5) Guaranty Agreement, dated January 31, 2006, biRégistrant in favor of Bank of America, N.
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Exhibit

Number Exhibit

10.41(6) Form of purchase agreement, dated as of May 5,,280émended as of May 9, 2006, by and between
the Company and the purchasers identified the

10.42(6) Form of warrant

10.43(7) Note Purchase Agreement with Kodiak Warehouse ldafed as of May 4, 20(

10.44(7)  Junior Subordinated Indenture with Wells Fargo BalA., dated as of May 4, 20(

10.45(7) Credit Agreement with Wachovia Bank, N.A., dated&May 26, 200¢

10.46(7)  Stock Purchase Agreement with Capitol Homes, Ind.the Selling Shareholders identified therein,
dated as of May 1, 20(

10.47* Letter, dated October 18, 2007, from Friedlandes|éd, Sloan, Kletzkin & Ochsman, PLLC to the
Registrant and Comstock Bellemeade, |

10.48* Purchase and Sale Agreement by and between ConStaskryside L.C. and Merion-Loudon, LC,
dated as of December 21, 2(

10.49* Marketing and Sale Agreement by and between Com&ocintryside LC and Merion-Loudon, LC,
dated as of December 21, 2(

10.50* Consulting Agreement with The Merion Group, L.Catet as of December 21, 2C

10.51* Loan Modification Agreement, dated as of Decemli¥62 by and among the Registrant, Highland
Avenue Properties, LLC and Bank of America, N

10.52* Amended and Restated Guaranty Agreement, datechibece2006, by the Registrant in favor of Bank
of America, N.A.

10.53* Loan Modification Agreement, dated as of Decemli¥¥&2 by and among the Registrant, Comstock
Homes of Atlanta, LLC, Comstock Homes of Myrtle Beal LC and Bank of America, N./

10.54* Amended and Restated Guaranty Agreement, datechibere?2006, by the Registrant in favor of Bank
of America, N.A.

10.55* First Loan Modification Agreement, dated as of Dmber 2006, by and among the Registrant,
Comstock Bellemeade, L.C., Bank of America, N.Ad &enka E. Lundste

10.56* Second Loan Modification Agreement, dated as ofdbduer 22, 2006, by and between the Registrant
and Bank of America, N.A

14.1(2) Code of Ethic:

21.1* List of subsidiarie:

23.1* Consent of PricewaterhouseCoopers |

24.1* Power of Attorney (see signature page to this AhRegort orForm 1(-K.)

31.1* Certification of Chief Executive Officer pursuant$ection 302 of Sarbar-Oxley Act of 2002

31.2* Certification of Chief Financial Officer pursuant $ection 302 of Sarbar-Oxley Act of 200z

32.1* Certification of Chief Executive Officer and Chieinancial Officer pursuant to Section 906 of

Sarbane-Oxley Act of 2002

* Filed herewith.
(1) Incorporated by reference to an exhibit to the Regit’'s Registration Statement on Form S-1, asdedd
initially filed with the Commission on August 130@4 (No. 33:-118193).

(2) Incorporated by reference to an exhibit to the Regit's Annual Report on Form 10-K filed with the
Commission on March 31, 20C

(3) Incorporated by reference to an exhibit to the Regit’'s Quarterly Report on Form 10-Q filed witte t
Commission on November 14, 20(

(4) Incorporated by reference to an exhibit to the Regit’'s Quarterly Report on Form 10-Q filed witte t
Commission on August 9, 20C
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(5) Incorporated by reference to an exhibit to the Regit’s Annual Report on Form 10-K filed with the
Commission on March 16, 20C

(6) Incorporated by reference to an exhibit to the &urReport on Form 8-K of the Registrant filed witie
Commission on May 10, 200

(7) Incorporated by reference to an exhibit to the Begint’'s Quarterly Report on Form 10-Q filed witiet
Commission on August 9, 20C
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Report of Independent Registered Public Accountingrirm

Report of Independent Registered Public Accountingrirm
To the Board of Directors and Shareholders of CooksHomebuilding Companies, Inc.

We have completed integrated audits of Comstock ¢hridding Companies, Inc.’s 2006 and 2005
consolidated financial statements and of its irdkcontrol over financial reporting as of DecemB&r 2006, and an
audit of its 2004 consolidated financial statemémtsccordance with the standards of the Public @
Accounting Oversight Board (United States). Oumnapis, based on our audits, are presented below.

Consolidated financial statements

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall
material respects, the financial position of Coraktdomebuilding Companies, Inc. at December 31624
December 31, 2005, and the results of its opersitionl its cash flows for each of the three yeatisérperiod ended
December 31, 2006 in conformity with accountingipifles generally accepted in the United StateSnoérica.
These financial statements are the responsibifithed Company’s management. Our responsibilitp isxpress an
opinion on these financial statements based omwdits. We conducted our audits of these statenieaiscordanc
with the standards of the Public Company Accoun@wgrsight Board (United States). Those standaggire that
we plan and perform the audit to obtain reasonabéarance about whether the financial statemeat$es of
material misstatement. An audit of financial stagers includes examining, on a test basis, evideapporting the
amounts and disclosures in the financial statemasgessing the accounting principles used andfisat
estimates made by management, and evaluating gralbfinancial statement presentation. We belignat our
audits provide a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment,ded in Management's Report on Internal ControltOve
Financial Reporting appearing under item 9A, that€ompany maintained effective internal contrardinancial
reporting as of December 31, 2006 based on crigsstimblished imnternal Control — Integrated Framewoissued
by the Committee of Sponsoring Organizations offtteadway Commission (COSO), is fairly stated,linreaterial
respects, based on those criteria. Furthermomyrimpinion, the Company maintained, in all mategapects,
effective internal control over financial reporting of December 31, 2006, based on criteria estaddliininternal
Control — Integrated Framewoiksued by the COSO. The Company’s managementgsmsible for maintaining
effective internal control over financial reportingd for its assessment of the effectiveness efniat control over
financial reporting. Our responsibility is to expseopinions on managementissessment and on the effectivene
the Company’s internal control over financial repay based on our audit. We conducted our audittefnal
control over financial reporting in accordance vilib standards of the Public Company Accountingr€ight
Board (United States). Those standards requireatbailan and perform the audit to obtain reasonasdeirance
about whether effective internal control over fin@h reporting was maintained in all material regpeAn audit of
internal control over financial reporting includastaining an understanding of internal control diancial
reporting, evaluating management’s assessmerihgestd evaluating the design and operating effengss of
internal control, and performing such other procedias we consider necessary in the circumstatebelieve
that our audit provides a reasonable basis foopinions.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipieee A company’s internal control over finanaiaporting
includes those policies and procedures that (fppeto the maintenance of records that, in redsergetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (iiyvule reasonable
assurance that transactions are recorded as nacesgarmit preparation of financial statementsdgordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management anredtdirs of the company; and (iii) provide reasoaabl
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assurance regarding prevention or timely deteafamauthorized acquisition, use, or dispositionhaf company’s
assets that could have a material effect on ttanfial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

PricewaterhouseCoopers LLP

McLean, Virginia
March 16, 2007
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES

CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except per share data)

December 31 December 31

2006 2005
ASSETS
Cash and cash equivalel $ 21,260 $ 42,167
Restricted cas 12,32¢ 10,80(
Receivable: 4,55¢ 6,36¢
Note receivable — 1,25C
Due from related partie 4,05: 2,89¢
Real estate held for development and 405,14 263,80:
Inventory not owne— variable interest entitie 43,23¢ 89,89(
Property, plant and equipment, | 2,72 60%
Investment in real estate partners (177 (35
Deferred income ta 10,18¢ 2,54¢
Other asset 14,11 11,03
TOTAL ASSETS $ 517,42¢ $ 431,31¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Accounts payable and accrued liabilit 55,68( 59,131
Due to related partie 1,14C 40
Obligations related to inventory not own 40,95( 83,01¢
Notes payabli 265,40: 142,99
Junior subordinated de 30,00( —
Notes payabl— related partie — 663
TOTAL LIABILITIES 393,17: 285,84:
Commitments and contingencies (Note
Minority interest 371 40C
SHAREHOLDERS’ EQUITY
Class A common stock, $0.01 par value, 77,266,5@@es authorized,
14,129,081 and 11,532,442 issued and outstandiegectively 141 11¢&
Class B common stock, $0.01 par value, 2,733,588shauthorized, 2,733,500
issued and outstandit 27 27

Additional paic-in capital 147,52 126,46:
Treasury stock, at cost (391,400 Class A commatk® (2,439
(Accumulated deficit) retained earnin (21,377) 18,47:
TOTAL SHAREHOLDERS¢ EQUITY 123,88! 145,07t
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 517,42¢ $ 431,31¢

The accompanying notes are an integral part oktheasolidated financial statements.

F-4




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR

CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except per share data)

Revenue:!
Sale of real esta— Homes
Other revenui

Total revenue
Expense!
Cost of sales of real est¢
Cost of sales of othe
Impairments and wri-offs
Selling, general and administrati
Operating (loss) incom
Other (income) expense, r

(Loss) income before minority interest and equityloss) earnings of real
estate partnersh

Minority interest

(Loss) income before equity in (loss) earningseafl estate partnerst

Equity in (loss) earnings of real estate partngr

Total pre tax (loss) inconr

Income taxes (benefit) provisic

Net (loss) incomi

Basic (loss) earnings per shi

Basic weighted average shares outstan

Diluted (loss) earnings per she

Diluted weighted average shares outstan

The accompanying notes are an integral part ottheasolidated financial statements.
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Twelve Months Ended December 31,

2006 2005 2004
$240,09: $216,26!  $87,00:
5,78¢ 8,04C 9,04
24588.  224,30! 96,04
211,40¢ 152,88t  57,33¢
5,24¢ 3,60 6,65
57,42¢ 1,21€ —
37,50  24,19(  11,94(
(65,709  42,40¢  20,11:
(1,487 (1,450 90€
(64,21  43,85¢ 19,20«
15 30 5,26(
(64,23)  43,82¢ 13,94«
(13€) 99 11¢
(64,365  43,92¢  14,06:
(24,520  16,36¢ (241)
$(39,845) $ 27,56: $14,30:
$ (263 $ 214 $ 1.9t
15,14¢ 12,87C 7,347
$ (269 $ 212 $ 1.9t
15,14¢ 13,02: 7,351




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES

CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS’ EQUITY
(Amounts in thousands, except per share data)

The Comstock

Additional Retained

Companies Class A Class B paid-in Treasury earnings
Shares Amount Shares Amount Shares Amount  capital stock (deficit) Total

Balance at December 31, 20C 3,55¢ $ 3 —$ — — % — $ 149 $ — $ 552¢$ 7,02t
Distributions — — — (5,66¢)  (5,66¢)
Issuance of common stock in Homebuilding

on June 7, 200 — —
Recapitalization by virtue of merg (3,55¢) (3) 4,33: 43 2,73: 27 4 71
Acquisition of Comstock Service on

December 17, 200 4,75¢€ 4,75¢
Issuance of common stock of Homebuilding

on December 17, 2004 (less transaction

costs) 3,96( 40 56,017 56,05:
Issuance of common sto— overallotmen 594 6 8,83: 8,83¢
Distribution following IPO (23,257 (23,259
Issuance of restricted common stc 27¢ 3 3 —
Stock compensation and issuan 101 101
Net income — — — — 14,30:  14,30:
Balance at December 31, 20C — — 9,16z 92 2,73¢ 27 71,19¢ — (9,089 62,22¢
Stock compensation and issuan 3 0 — — 2,34¢ — 2,34¢
Issuance of common stock under employee

stock purchase plat 8 0 — — 133 — 13z
Issuances of common stock in follow on

offering on June 22, 2005 (less transactic

costs) — —  2,36( 23 — — 52,78¢ — — 52,80¢
Net income 27,56:  27,56:
Balance at December 31, 20C 11,53¢ 118 2,73¢ 27 126,46 — 18,47 145,07t
Stock compensation and issuan 457 5 — — 2,38¢ 2,391
Issuance of common stock under employe

stock purchase plar 18 — 142 14z
Treasury stock purchas — — — (2,439 — (2,439
Share issuance — private placement of eq

(less transaction cost — — 2,121 21 — — 18,53¢ — —  18,56(
Net loss (39,845 (39,845
Balance at December 31, 2006 — $ — 1412¢$ 141 2,73: $ 27 $147,52¢ $ (2,439 $(21,377) $123,88!

The accompanying notes are an integral part ottheasolidated financial statements.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands, except per share data)

Cash flows from operating activitie
Net (loss) incom

Adjustment to reconcile net (loss) income to nethc@used in) provided by operating activit

Amortization and depreciatic
Write-down of land, deposits and |-acquisition cost
Loss on disposal of ass¢
Minority interest
Equity in (loss) earnings of real estate partngr
Distributions from investment in real estate parshe
Amortization of stock compensatit
Deferred income ta
Changes in operating assets and liabilit

Restricted cas

Receivable:

Due from related partie

Real estate held for development and

Other asset

Accounts payable and accrued liabilit

Income tax payabl

Due to related partie

Net cash (used in) provided by operating activi

Cash flows from investing activitie
Purchase of property, plant and equipm

Distributions of capital from investment in reatas partnershi

Business acquisitions, net of cash acqu
Net cash (used in) provided by investing activi

Cash flows from financing activitie
Proceeds from notes payal
Proceeds from junior subordinated d
Proceeds from related party notes pay:
Payments on notes payal
Payments on related party notes pay:
Contribution from minority shareholde
Payment of distribution payah
Distributions paid to minority shareholde
Distributions paid to shareholde

Proceeds from shares issued under employee stockgae plai

Purchase of treasury sto
Net proceeds from equity offerini
Net cash provided by financing activiti
Net (decrease) increase in cash and cash equis.
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplemental cash flow informatio
Interest paid (net of interest capitaliz
Income taxes pai

Supplemental disclosure for r-cash activity
Interest incurred but not paid in ce

The accompanying notes are an

IES

Twelve Months Ended

December 31,

2006 2005 2004
$ (39,845 $ 27,56: $ 14,30
1,08 172 10€
57,42¢ = =
24 9 1

15 30 5,26(

13€ (99) (118)

= 162 =
2,39( 2,346 101
(21,81 (1,729 (531)
(1526 (3,300  (7,500)
3,59: (7,379 2,107
(1,159 (1457 1,69
(71,449 (159,470 (23,08)
1,33 (11,14) (5,429
(14,247  23,59¢ 24,02
= (290) 29C
(2,339 (108€) (82)
(86,369 (131,08) _ 11,14¢
(2,392 (299 (372
— 1,00¢ 12¢
(15,490) = 1,21¢
(17,88 702 962
216,55 212,40t 81,74
30,00( = =
4,20( 444 4,64¢
(182,199 (135,099 (78,71¢
(1,430 (10,729 (6,000
— (12,659 —

(49 (2419 (14.18)

— — (14,169

141 132 =
(2,439) — —
18,56 52,80¢ 64,96
83,34:  104,99:  38,29(
(20,909 (25,397  50,39¢
42,16' 67,55¢  17,16(
$ 21260 $ 42,167 $67,55¢
$ — 3 — —
$ 45 $§ 2227 —
$ 1368¢ $ 803 $ 2,76(

integral part obthessolidated financial statements.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS
(Amounts in thousands, except per share data)

1. ORGANIZATION

Comstock Companies, Inc. (the “Company”) was inocaifed on May 24, 2004 as a Delaware corporation. O
June 30, 2004, the Company changed its name to tGokndomebuilding Companies, Inc.

On December 17, 2004, as a result of completinigitial public offering (“IPO”)of its Class A common stoc
the Company acquired 100% of the outstanding dagitek of Comstock Holding Company, Inc. and sdiasies
(“Comstock Holdings”) by merger, which followed ansolidation that took place immediately prior e tlosing
of the IPO (the “Consolidation”). The Consolidatimas effected through the mergers of Sunset Inversti@orp.,
Inc. and subsidiaries and Comstock Homes, Inc sabdidiaries and Comstock Service Corp., Inc abdidiaries
(“Comstock Service”) with and into Comstock HoldindPursuant to the terms of the merger agreemeantes of
Comstock Holdings were canceled and replaced t834aBd 2,734 shares Class A and B common stodieof t
Company, respectively. Both Class A and B commoaoksshares bear the same economic rights. Howforer,
voting purposes, Class A stock holders are entitteshe vote for each share held while Class Bksbtodders are
entitled to fifteen votes for each share held.

The mergers of Sunset Investment Corp., Inc. abdidiaries and Comstock Homes, Inc. and subsidiavith
and into Comstock Holdings (collectively the “Cootk Companies” or “Predecessor”) and the Company’s
acquisition of Comstock Holdings was accountedussing the Comstock Companies’ historical carryiatyes of
accounting as these mergers were not deemed ubistastive exchanges. The merger of Comstock Sewids
accounted for using the purchase method of acaugi($iee Note 2) as this was deemed to be a sulstarthang:
due to the disparity in ownership.

Our Class A common stock is traded on the NASDA@dsal market under the symbol “CHCI.” We have no
public trading history prior to December 17, 2004.

The Company develops, builds and markets singleifdaromes, townhouses and condominiums in the
Washington D.C., North Carolina and Georgia metlitggo markets. The Company also provides certain
management and administrative support servicesrtaio related parties.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies gmactices used in the preparation of the conataitl
financial statements is as follows:

Basis of presentation

As discussed in Note 1, the Company and the Predeceffected the Consolidation on December 174200
The Company and the Predecessor were entitiehddad high degree of common ownership, common neamneg
and common corporate governance as they were olntte same individuals each holding substantthdysame
ownership. As a result, the Company has deterntimet based on the high degree of common ownetkhtp
resulted in substantially the same ownership isterbefore and after the transaction, the commuaneaf the
businesses, the long-term business relationshipgekea the companies and other related factorgxbleange
lacked substance, and therefore, they accountetidaronsolidation on a historical cost basis itoadance with
FASB Technical Bulletin FTB 85-5]ssues Related to Accounting for Business Comimnat” Further, Statement
of Financial Accounting Standards No. 18lsiness CombinatiorfsSFAS 141") states that, in transactions
between parties under common control, the receigittgy should account for the assets and liabgitieceived at
their historical carrying values. Additionally, $utransfers should be accounted for by the recgigittity as of the
beginning of the period in which the transactioows. Accordingly, the Company has reflected trsetgsand
liabilities acquired in the transaction at thestbrical carrying values and the results of operetiare presented a:
the transaction occurred on January 1, 2004.
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As further discussed in Note 4, the Predecessogederith Comstock Service on December 17, 2004.tDae
disparity in ownership as compared to the othetiestwhich comprised the Predecessor, Comstockickewas not
under common control with the Predecessor anddstbe consolidation transaction was consideradatantive
exchange. Accordingly, the Company has accountethéconsolidation of Comstock Service as an aitipm
using the purchase method of accounting as reqbiye®FAS 141. As a result, the assets and liasliicquired
have been recorded at fair value in the accomparfyilancial statements on the date of the transachio goodwill
was recognized in connection with this transaction.

Principles of consolidation

The consolidated financial statements include @itlled subsidiaries. In addition, the Companyiews its
relationships with other entities to assess whateCompany is the primary beneficiary of a vaddbterest
entity. If the determination is made that the Conypia the primary beneficiary, then that entitgdnsolidated in
accordance with FASB Interpretation No. 46€Rinsolidation of Variable Interest Entities, andrjretation of ARE
No. 51(“FIN 46-R"). See Note 3 for additional discussiomthe consolidation of variable interest entitl@ority
interest reflects third parties’ ownership inteliestntities the Company has consolidated. All makéter-
company balances and transactions are eliminatednsolidation.

Reclassification

Certain amounts in the prior years’ financial statats have been reclassified to conform to thesatigrear’s
presentation. For the twelve months ended DeceBthe2005 on the consolidated statement of opesthh 216
was reclassified from cost of sales real estatethnd impairments and write-offs. This reclasstiiwa has no impact
on previously reported net income.

Cash and cash equivalents and restricted cash

Cash and cash equivalents are comprised of casthamdterm investments with maturities when puselbof
three months or less. At times, the Company may ltposits with institutions in excess of federalured limits.
Banking institutions with which the Company doesihess are considered credit worthy; thereforaicrisk
associated with cash and cash equivalents is cenesidow.

At December 31, 2006 and 2005, the Company hadatest cash of $12,326 and $10,800, respectiveljchv
primarily includes certain customer deposits relatefuture home sales.

Receivables

Receivables include amounts in transit or due ftilnand settlement companies for residential prop
closings. The Company has determined that all atscane collectible at December 31, 2006 and 20@88dan a
review of the individual accounts.

Real estate held for development and sale

Real estate held for development and sale incllahel land development costs, interest and othestoaction
costs and is stated at cost or, when circumstamcegents indicate that the real estate held feeldpment or sale
impaired, at estimated fair value.

Land, land development and indirect land develogroests are accumulated by specific area and daidda
various lots or housing units based upon the kedatales value, unit or area methods. Direct cootstm costs are
assigned to housing units based on specific ideatibn. Construction costs primarily include direonstruction
costs and capitalized field overhead. Other cagte@mprised of prepaid local government fees apitalized
interest and real estate taxes, and are assigised b@on the relative sales value, unit or areadaodst Selling costs
are expensed as incurred.

Estimated fair value is based on comparable sdlesabestate in the normal course of businessuexisting
and anticipated market conditions. The evaluatiies into consideration the current status of tbpgrty, various
restrictions, carrying costs, costs of disposiaoil any other circumstances, which may affectvaine including
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management’s plans for the property. Due to thgelaicreage of certain land holdings, dispositiothénormal
course of business is expected to extend over deuai years. A write-down to estimated fair valsieecorded
when the carrying value of the property exceedsstsnated fair value. These evaluations are made o
property-by-property basis. The Company assesseasipairment of real estate assets whenever evetzanges
in circumstances indicate that the net book valag not be recoverable. (See Note 5)

Capitalized interest and real estate taxes

Interest and real estate taxes incurred relatingaalevelopment of lots and parcels are capiliageal estat
held for development and sale during the activeettgpment period, which generally commences wherobdngs
are used to acquire real estate assets and endstlehproperties are substantially complete. Istasecapitalized
based on the interest rate applicable to speaificolvings or the weighted average of the ratesiegigle to other
borrowings during the period. Interest and readtestaxes capitalized to real estate held for dgwveént and sale
are expensed as a component of cost of salesadsdeinits are sold.

The following table is a summary of interest ineariand capitalized:

Years Ended December 31

2006 2005 2004
Total interest incurre $27,75¢  $12,27. $4,68¢
Beginning interest capitalize $1159(C $ 4522 $1,42¢
Plus: Interest incurred on notes payable and jusubordinated del 27,71¢ 11,75: 2,841
Plus: Interest incurred on related party notes pis 40 31C 1,461
Less: Interest expensed as a component of coated (12,099 (4,996 (1,219
Ending interest capitalize $27,25¢  $11,59C $4,52¢

Property, plant and equipment

Property, plant and equipment are carried at &sst dccumulated depreciation and are depreciatdgeon
straight-line method over their estimated useftddias follows:

Furniture and fixture 7 year:
Office equipmen 5 year
Computer equipment and capitalized softw 3 year
Leasehold improvemen Life of related leas

When assets are retired or otherwise disposeti®f;dst and accumulated depreciation are remowed their
separate accounts and any gain or loss on sadélésted in operations. Expenditures for mainteraartd repairs a
charged to expense as incurred.

Investment in real estate partnerships

Real estate partnerships in which the Company ibaffisant influence but has less than a contrgllinterest,
and is not the primary beneficiary under FIN 46aRe accounted for under the equity method. Undeetiuity
method, the Company’s initial investment is recdrdecost and is subsequently adjusted to recogfsizhare of
earnings and losses. Distributions received rethieearrying amount of the investment. (See Note 5)

Warranty reserve

Warranty reserves for houses sold are establigheadvier potential costs for materials and labohwéfgard to
warranty-type claims expected to arise during the-pear warranty period provided by the Companyithin the
five-year statutorily mandated structural warrgmtyiod. Since the Company subcontracts its homaibgilwork,
subcontractors are required to provide the Compatiyan indemnity and a certificate of insuranceipto
receiving payments for their work. Claims relattogvorkmanship and materials are generally the @nym
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responsibility of the subcontractors and productufiacturers. The warranty reserve is establishéiteatime of
closing, and is calculated based upon historicatawdy cost experience and current business fact@argables used
in the calculation of the reserve, as well as tiegaacy of the reserve based on the number of hstitlasnder
warranty, are reviewed on a periodic basis. Wayralatims are directly charged to the reserve ag dnise. The
following table is a summary of warranty reservivély which is included in accounts payable andraed
liabilities:

Years Ended December 31,

2006 2005 2004
Balance at beginning of peric $1,206 $ 91€ $541
Additions(a) 1,52¢ 88¢ 822
Releaseiand/orcharges incurre (1,067) (59¢) (449
Balance at end of peric $1,66¢ $1,206 $91€

(a) As discussed in Note 4, 2006 includes additior83&0, assumed in connection with the acquisitioRarker
Chandler Homes. Inc. and Capitol Homes

Revenue recognition

The Company recognizes revenues and related phafitsthe sale of residential properties, includingltiple
units to the same buyer, and finished lots whesigtphas occurred, full payment has been recetiteland
possession of the property transfer to the buyeértia@ Company has no significant continuing invoteat in the

property.

Other revenues include revenue from land salegrandmanagement and administrative support services
provided to related parties, which are recognizetha services are provided.

Advertising costs

The total amount of advertising costs charged teera, selling and administrative expense was $},32,602
and $863 for the years ended December 31, 2006, 208 2004, respectively.

Stock compensation

As discussed in Note 14, the Company currently spanstock option plans and restricted stock aywkaals.
Prior to December 14, 2004, the Company did notspoany such plans. Effective January 1, 2004Ctmpany
prospectively adopted Statement of Financial ActiogrStandards No. 123R (revised 20@hare-Based Payment
(“SFAS 123R"), which supersedes APB Opinion No./2&&counting for Stock Issued to Employe8§AS 123R
requires all share-based payments to employedading grants of employee stock options, to be gaczed in the
financial statements over the vesting period basetheir fair values at the date of grant. A portid the costs
associated with stock-based compensation is ceeithio real estate held for development and saletlze
remainder is allocated to selling, general and adinative expenses.

I ncome taxes

Prior to December 17, 2004, the Predecessor contpathglected to be treated as an S corporatiorrunde
Subchapter S of the Internal Revenue Code andftitereas not subject to income taxes. Taxable ircomoss
was passed through to and reported by the indiVghereholders. Subsequent to the consolidatioodhgany wa
reorganized as a C corporation under which incareg are accounted for under the asset and ljalvikthod in
accordance with Statement of Financial Accountitapn&ards No. 108ccounting for Income Taxe®eferred tax
assets and liabilities are recognized for the fitax consequences attributable to the differebetseen the
financial statement carrying amounts of existingess and liabilities and their respective tax bddeferred tax
assets and liabilities are measured using enaaxedites expected to apply to taxable income iry#aes in which
those temporary differences are expected to beveeed or settled. The effect on the deferred tartasand
liabilities of a change in tax rates is recogniethcome in the period that includes the enactndei.
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Earnings per share

The following weighted average shares and sharaguts are used to calculate basic and diluted #&Pthe
years ended December 31, 2006, 2005 and :

Year Ended December 31,

Basic earnings per shar 2006 2005 2004

Net (loss) incom: $(39,84%) $27,56:  $14,30:
Basic weighte-average shares outstand 15,14¢ 12,87( 7,34
Per share amoun $ (269 $ 214 $ 1.9t

Dilutive Earnings Per Sha
Net (loss) incomq $(39,84%) $27,56:  $14,30:
Basic weighte-average shares outstand 15,14¢ 12,87( 7,347
Stock options and restricted stock gre — 152 4
Dilutive weighte-average shares outstand 15,14¢ 13,02: 7,351
Per share amoun $ (269 $ 212 $ 1.9

For the year ended December 31, 2006 stock graumnges in the amount of 587 shares and options and
warrants to purchase 843 shares of Class A comtock were excluded from the calculation of dilute@nings
per share. The exclusion was due to the optionswamdhnts having an exercise price greater thaavkeage
market price of the common shares. In additiora eesult of a net loss for the year ended Dece@be2006, stock
grant issuances were excluded from the computafialiiutive earnings per share, because their gicluwould
have been anti-dilutive. For the year ended Dece®bge2005, options to purchase 107 shares of Qassnmon
stock were excluded from the calculation of dilatearnings per share. There were no equity institswehich
were excluded from the computation of diluted eageiper share for the year ended December 31, 2004

Comprehensiveincome

For the years ended December 31, 2006, 2005 art] 26thprehensive income equaled net income; thexefo
a separate statement of comprehensive income iaclotled in the accompanying consolidated finadncia
statements.

Segment reporting

Statement of Financial Accounting Standards No, D8dclosures about Segments of an Enterprise anat&s
Information(“SFAS 131") establishes standards for the marmerhich companies report information about
operating segments. The Company determined it gesvbne single type of business activity, homemgldwhich
operates in multiple geographic or economic envirents. In addition, as a result of the Companytgiesitions in
Georgia and North Carolina, which became fully gned in the fourth quarter of 2006, the Compawgified
how it analyzes its business during the fourth gasf 2006 As suchthe Company has determined that its
homebuilding operations now primarily involve threportable geographic segments: Washington DCdyetitan
Area, North and South Carolina, and Georgia. Thgreggation criteria is based on the similar economic
characteristics of the projects located in eacthese regions.
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The table below summarizes revenue and operatisg)(Income for each of the Company’s geographic
segments:

Year ended December 31

2006 2005 2004
Revenues
Washington DC Metropolitan Are $181,05¢ $212,97. $96,04¢
North and South Carolina( 32,29 11,33
Georgia(b) 32,52¢ — —
Total $245,88. $224,30! $96,04¢
Operating (loss) incom
Washington DC Metropolitan Are (20,729 57,73¢ 22,94(
North and South Carolir (7,817 (1,027) —
Georgia (29,127 — —
Segment operating (loss) incol (47,667) 56,71t 22,94(
Corporate expenses unalloca (18,047 (14,307 (2,82%)
Total operating (loss) incon (65,707) 42,40¢ 20,11
Other income (loss 1,487 1,45(C (90¢)
Equity in (losses) earnings of real estate partrip! (13%) 99 11¢€
Minority interest expens (15) (30) (5,260)
(Loss) income before income tay $(64,365 $ 43,92¢ $14,06:

(a) As discussed in Note 1, the Company entered théhNmd South Carolina market on December 14, 286 a
result of the merger with Comstock Service. Duthtr immateriality, the results of the North anaugh
Carolina region, for the period December 14, 2@0B¢cember 31, 2004 have been included in the
Washington DC Metropolitan Area. In May of 2006 tBompany acquired Capital Homes Inc. and expanded
its presence in the North and South Carolina reg

(b) In January of 2006, the Company entered the Geoegian, by acquiring Parker Chandler Homes

The table below summarizes total assets for eatheo€ompany’s segments at December 31,

Total Asset: 2006 2005

Washington DC Metropolitan Are $317,34¢  $350,97(
North and South Carolir 61,61° 19,93(
Georgia 94,13: —
Corporate 44,33( 60,41¢
Total Assets $517,42¢ $431,31!

Use of estimates

The preparation of the financial statements, iff@onity with accounting principles generally acasgpin the
United States of America, requires management feereatimates and assumptions that affect the mgharhounts
in the financial statements and accompanying nétetsial results could differ from those estimatdsiterial
estimates are utilized in the valuation of reahesheld for development and sale, capitalizatfocosts,
consolidation of variable interest entities andnamaty reserves.
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Recent accounting pronouncements

In September 2006, the FASB issued Statement afiigial Accounting Standard No. 15-gir Value
Measurement(“SFAS 157"),which defines fair value, establishes a frameworknfieasuring fair value in genere
accepted accounting principles and expands diseesabout fair value measurements. SFAS 157 istaféefor
financial statements issued for fiscal years bagmafter November 15, 2007, and interim periodhinithose
fiscal years. The Company is currently reviewing éfifect of SFAS 157 on its consolidated finanstatements.

In June 2006, the FASB issued Interpretation NoA¢8ounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement No. 109, Accogrfiam Income Taxe(“FIN 48”), to create a single model to
address accounting for uncertainty in tax positiéiibl 48 clarifies the accounting for income tax@gprescribing
minimum recognition threshold a tax position isuiegd to meet before being recognized in the fireratatements
FIN 48 also provides guidance on de-recognitiorasneement, classification, interest and penaliespunting in
interim periods, disclosure and transition. FINigl@ffective for fiscal years beginning after Det®mn15, 2006. Tt
Company will adopt FIN 48 as of January 1, 200#egsiired. The cumulative effect of adopting FINwi8 be
recorded as an adjustment to the opening balanagaified earnings and is not expected to havgréfisant
impact on the Company’s consolidated financial fimsi The adoption of FIN 48 may cause greatertiitjain the
effective tax rate going forward. The Company expée record a benefit of approximately $1,194gering
retained earnings as a result of the adoption Nf44.

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developnasnharket prices from various entities under fipeide
purchase agreements. The purchase agreementerdgpisits that may be forfeited if the Companlg fai
perform under the agreements. The deposits requirddr the purchase agreements are in the forastf ar letters
of credit in varying amounts. The Company maytsbption, choose for any reason and at any tiniéonperform
under these purchase agreements by deliveringenatits intent not to acquire the land under cacttrThe
Company’s sole legal obligation and economic lesddilure to perform under these purchase agre&ign
typically limited to the amount of the deposit puast to the liquidated damages provision contaimitiain the
purchase agreement. As a result, none of the orsdif any of the entities with which the Companyees into
forward fixed price purchase agreements have reedorthe general credit of the Company.

The Company also does not share in an allocati@itloér the profit earned or loss incurred by ahthese
entities with which the Company has fixed priceghaise agreements. The Company has concluded teaewér it
options land or lots from an entity and pays aificant non-refundable deposit as described abawariable
interest entity is created under the provisionBIdf 46-R. This is because the Company has beenett&rhave
provided subordinated financial support, which taea variable interest which limits the equitydesk’returns an
may absorb some or all of an entity’s expectedrétézal losses if they occur. The Company, theefexamines
the entities with which it has fixed price purchaggeements for possible consolidation by the Caompader
FIN 46-R. This requires the Company to compute etqublosses and expected residual returns bastgton
probability of future cash flows as outlined in F§-R.This calculation requires substantial managemetgment:
and estimates. In addition, because the Comparg matehave any contractual or ownership interestke entities
with which it contracts to buy the land, the Compdnes not have the ability to compel these devabg entities
to provide financial or other data to assist thenpany in the performance of the primary beneficergluation.

The Company has evaluated all of its fixed pricechase agreements and has determined that it githary
beneficiary of some of those entities. As a resilDecember 31, 2006 and 2005, the Company haolidated
9 entities and 5 entities, respectively in the agganying consolidated balance sheets. The effetieof
consolidation at December 31, 2006 and 2005 wamittasion of $39,634 and $89,890, respectively|iwentory
not owned — Variable Interest Entities” with a @sponding inclusion of $37,350 (net of land desqgsdtid of
$2,284) and $83,015 (net of land deposits paidbgB#b), respectively, to “Obligations related taentory not
owned.” Creditors, if any, of these Variable InstrEntities have no recourse against the Company.
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As discussed in Note 12, the company has consetidat entity that is wholly owned and controlledaby
former executive of the Company.

4. ACQUISITIONS

On January 19, 2006, the Company acquired allefg¢bued and outstanding capital stock of Parken@ler
Homes, Inc., a homebuilder in the Atlanta, Georg&ropolitan market, for a cash purchase pricel6{400
(including transaction costs) and the assumptid®d68£800 in liabilities. The results of Parker Ctiien Homes are
included in the accompanying consolidated finanstatements beginning January 19, 2006. The Company
accounted for this transaction in accordance WiRAS 141. Approximately $700 of the purchase pries w&llocate
to intangibles with a weighted average life of vieirs. The intangibles are related to the Parkan@ler trade
name, employment and non-compete agreements eféoadlith certain selling shareholders. The rerdaimof the
purchase price was allocated to real estate heldefeelopment and sale and land option agreemehése was no
goodwill associated with the transaction.

On May 5, 2006, the Company acquired all of thegsisand outstanding capital stock of Capitol Hones, a
homebuilder in North Carolina, for a cash purchasee of $7,500 (including transaction costs) amelassumption
of $20,600 in liabilities. The results of Capitobies are included in the accompanying financiaésiants
beginning May 5, 2006. The Company also accourtdethfs transaction in accordance with SFAS 141.
Approximately $251 of the purchase price was alied#o intangibles with a weighted average lif® af years. The
intangibles are related to the Capitol Homes tramtae, employment and non-compete agreements eiiriéoedith
certain selling shareholders. The remainder optirehase price was allocated to real estate heldefeelopment
and sale and land option agreements. There waeauwgll associated with the transaction. In accaogawith
SFAS 141, and as part of the initial purchase attiog, the Company recorded, an earn-out payakieeimmount
$2,463. Subsequent to the acquisition, employméhteertain selling shareholders terminated andbmpany
negotiated a release of all earn-out provisionsa Assult, the original purchase accounting ergcprded as a step-
up to the basis of real estate held for developrardtsale was reversed.

Subsequent to each acquisition, as a result aEtmpany releasing the restrictive terms under thgl@yment
and non-complete agreements and the decision limnger use the respective trade names, all amassigned to
intangibles were written off.

5. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

During 2006, the Company continued to experiensi@adown in demand for homes at several of the
Companys communities. This slowdown in demand resultddwoverall sales volume, reduced selling prices;
overruns and increases in concessions being offeredr customers. Where deemed appropriate, thep@oy
evaluated its projects to determine if recordedydag amounts were recoverable. This evaluationlted in
impairment charges of $51,200 and $1,200 milliantte years ended December 31, 2006 and 2005.eC¥5h,200
in impairment charges during 2006, $39.9 was irenliduring the fourth quarter of 2006. The impairtrerarge
was calculated using a discounted cash flow arsipsidel which is dependent on several subjectictifs,
including the selection of an appropriate discoatg, estimated future selling prices, estimatexiscand estimated
absorption rates. The estimates used by the Cormgrarlyased on the best available information atithe the
estimates are made. Adverse changes to these tstimduture periods could cause additional impaint amounts
to be recorded.

Total impairments by our reportable segments werf@kows:

Washington DC Metropolitan Are $19,90(
North and South Carolir $ 4,70C
Georgia $15,20(
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Real estate held for development and sale cortfisie following:

December 31

2006 2005
Land and land development co $232,69¢ $119,53(
Cost of construction (including capitalized intdrasd real estate taxe 172,45: 144,27.
Total $405,14:  $263,80:

6. PROPERTY, PLANT AND EQUIPMENT, NET
Property, plant and equipment consist of the foihay

December 31,

2006 _2005

Computer equipment and capitalized softw $2,22¢ $ 54C
Furniture and fixture 371 29¢€
Office equipmen 282 243
Leasehold improvemen 64C —
2,74¢ 1,07¢

Less: accumulated depreciati (799 (479

$2,720  $ 60E

Depreciation expense, included in “selling, geneaatl administrative” in the consolidated and caradi
financial statements of operations, amounted t&@$8572 and $106 for the years ended December0885, 2005
and 2004, respectively.

During 2006 the Company capitalized costs totatipgroximately $1,195 related to software and rdlate
implementation costs, of the Company’s new entsepiiide accounting and production management sySteen
costs were capitalized in accordance with StatemeRbsition 98-1Accounting for the Costs of Computer Softw
Developed or Obtained for Internal Use. At Decen81er2006 all of these costs were unamortizedrasut of the
software go-live date occurring in January 2007.

7. INVESTMENT IN REAL ESTATE PARTNERSHIP

In 2001, prior to the Company’s acquisition of Cémek Service in December of 2004, Comstock Serfuad
invested $41 in North Shore Investors, LLC (“Nosthore”) for a 50% ownership interest. North Shoss formed
to acquire and develop residential lots and conssimgle family and townhouse units. In 2002, assalt of
recognizing its share of net losses incurred bytiNShore, Comstock Service reduced its investrmeNirth Shore
to $0. The Company, as part of the acquisition @hStock Service in December 2004, recorded thisstment in
North Shore at $(

On June 28, 2005 the Company received a capitairoai North Shore in the amount of $719 so thattNo
Shore could comply with certain debt repaymentsaBee the Company may be obligated to provide dutur
financial support to cover certain debt repaymehts Company is recording its share of losses necuioy North
Shore in the accompanying financial statementiéramount of $(171) and $(35) for the years endezkBber 31,
2006 and 2005, respectively.

During the third quarter of 2005, the Company, amnager of an affiliated entity, exercised its optimhts to
purchase the project acquisition, development amdtcuction loan made for the benefit of North $hdihe
Company finalized the purchase of the loans orboutSeptember 8, 2005, and issued a notice otilfefader the
acquisition and development loan at maturity ont&aper 30, 2005. The Company then filed suit fdlection of
the loans against one of the individual guarantoger the loan on or about October 21, 2005 aniied
foreclosure proceedings on or about November 18520n or about December 22, 2005, the individualrgntor

F-16




subject to the earlier suit filed a countersuitiagiatwo of the officers of the Company who wergoahdividual
guarantors under the acquisition and developmant lo

The Company has agreed to indemnify these offiddre.Company, as manager of an affiliated entéyasd
held a foreclosure sale on March 24, 2006 in witighas the highest bidder. However, transfer ¢¢ tio the
property has been delayed pending judicial resmiubif a suit filed on March 24, 2006 by the noriliatied 50%
owner of North Shore. On June 30, 2006, the Compamyts own behalf and on behalf of affiliateedi an
additional lawsuit expanding the number of partfeddants, demanding equitable relief, and deman®&33000 in
damages. A meeting of the parties to the lawsustieduled for March 2007 to discuss an acceptabtdution to
the matter.

As of December 31, the Company carried the follgnamounts in its financial statements related taiNo
Shore:

2006 2005
Investment in real estate partners $(17)) $ (35
Development and construction loan receiv $3,477 $2,83¢

The Company has evaluated the carrying value @fvisstment in and receivables from North Shorethist
time, the Company does not believe an impairmesgrke is warranted. However, it is possible thiy ct@ange in
future periods. In addition, based on results gfatiations, the Company may, in the future be negiito
consolidate the North Shore entity.

The condensed combined balance sheets and theetateof operations for the real estate property
partnerships accounted for using the equity me#vedas follows:

December 31,

2006 2005
Real estate held for development and $13,08: $11,26:
Other asset 22 75

Total asset $13,10¢  $11,33¢
Mortgage notes payab $14,35:  $10,92]
Notes payable to related part 35C 1,547
Other liabilities 64 143

Total liabilities 14,767 12,61!
Partner’ deficit (1,664 (1,273

Total liabilities and partne’ deficit $13,10:  $11,33¢

Condensed Combined Statements of Operations

Years Ended December 31

2006 2005 2004
Revenue: $ — $3,92C $22,15]
Operating (loss) incom $(241) 111 4,57:
Other expens 141 7 99
Net (loss) incom $(382) $ 104 $ 4,47¢
Compan's share of net (loss) incor $(135) $ 99 $ 11€
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8. OTHER ASSETS
Other assets consist of the following:

December 31

2006 2005
Contract land deposi $ 2,52¢ $ 2,82t
Restricted escrow depos 2,231 1,91¢
Prepaid income taxes( 4,46( 4,70¢
Miscellaneous prepaid and ott 4,89¢ 1,58:

$14,11« $11,03:

(1) Prepaid income taxes includes approximately $2iii@xpected tax benefits as a result of a taxatse |
incurred for the twelve months ended December BQ62The company expects to carry back this beapit
apply it against 2005 taxable incon

9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consigheffollowing:

December 31,

2006 2005
Trade payable $32,99(  $35,16:
Warranty 1,672 1,20¢
Customer deposit 14,93 17,817
Other 6,08¢ 4,94¢

$55,68(  $59,13:

10. NOTES PAYABLE, JUNIOR SUBORDINATED DEBT AND COVENANTS

The Company has outstanding borrowings with varfmancial institutions and other lenders which d&een
used to finance the acquisition, development amgtcoction of real estate property. Notes payabiesist of the
following:

December 31,

Debt Due 2006 2005
Secured acquisition, development and constructitesta) Various $218,46.  $138,09°
Secured revolving credit line( May 200¢ 39,98 2,04¢
Junior subordinated note( June 203 30,00( —
Unsecured term loans( Various 6,76¢ —
Subordinate secured notes Various 197 2,851
Sub-total 295,40: 142,99:
Other notes payab— related part) — 663
Total $295,40:  $143,65°

(&) Secured acquisition, development and construoh notes

We have several loans with various banks that gdeus with specific project financing. These loares
secured by specific project assets and are usddrfdracquisition, development and constructiore IBans bear
interest at various rates, based on Prime or LIB@®Rchmarks with a certain amount of additional basints
added. At December 31, 2006 the weighted averagedstate was approximately 9.21%. The Comparggsired
to maintain certain financial covenants with theagous institutions. Under the terms of the agreeimnthe
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Company is required to maintain a specified EBIT@Alebt service ratio, a minimum tangible net wpath
maximum leverage ratio and a global sold to unsatid. At December 31, 2006, the Company was not in
compliance with the covenants. In February and Mafc2007 the Company successfully re-negotiated al
covenants for the period covering December 31, 20@ball future periods. The Company is in commeawill all
covenants as revised. The notes mature at vaiimes between March 2007 and December 2007.

(b) Secured revolving credit lines

In May 2006 the Company entered into a $40 milbomrowing base revolving credit agreement secuyed b
certain project assets. The interest rate is 3QLBQR plus 2.25% maturing May 2009. At Decembey 2006 the
interest rate was 7.57%. Under the terms of theeagent, the Company is required to maintain a §pddtBITDA
to debt service ratio, a minimum tangible net woatlmaximum leverage ratio and a global sold tmlahatio. At
December 31, 2006, the Company was not in commiavith the covenants as defined. In March of 20@7 t
Company successfully re-negotiated all covenantthfo period covering December 31, 2006 and entieteda
forbearance agreement against existing and fuifieutts through March 2008. The Company is in caamgle with
all covenants of the forbearance agreement. Theefwance agreement provides that the bank wikknfatrce any
remedy’s that are available to it, for a periodalarch 2008, in the event of a default by the @any.

(c) Junior subordinated note

In May 2006 the company closed on a $30 milliorigusubordinated note offering. The term of theenotis
thirty years, maturing June 2036, and could haesletired after five years with no penalty. Theeiast rate was
fixed at 9.72% for the first five years after whiitltonverted to a floating rate of LIBOR plus 4.266 the
remaining twenty-five years. The Company was regliio maintain certain financial covenants undertémms of
the indenture, including a minimum tangible netthpfixed charge coverage ratio and maximum leveragjo. At
December 31, 2006, the Company was not in commiavith the fixed charge coverage ratio. In MarclR@d7, the
Company retired the notes and closed on a new Sengecured note offering with the same lendehingame
amount at the same rate of interest. The new $8@mnote has a term of 10 years and requiresv@tdixed
charge coverage ratio and a lower tangible nettwwith a phased increase to levels consistent téloriginal
junior subordinated note. He new notes also regh#eCompany to create and maintain an interestves in the
amount equivalent to three quarters of interestrpayts until the original fixed charge coverageor&isustained fc
four consecutive quarters. The original purchaséthe newly issued note have a right, at theifaptto force a
$2,000 pay down on or after September 30, 2008ddong as they are the owners of the notes.

(d) Unsecured term loans

At December 31, 2006 we had $6,764 outstandingrumtigecured term loan agreements with two financial
institutions. These unsecured loans have a weighterhge stated rate of interest of approximats&ly®. There ar
no financial covenants associated with these IoBims.notes mature at various times between Maroi 20d
December 2007.

(e) Subordinated secured notes

The Company’s subordinated second trust loansaieeralized by subordinate liens on specific tshkeld
for development and construction. These subordiiete are subject to inter-creditor agreementh ttie senior
lenders and are used by the Company to satisty allportion of the equity requirements of its seteénders. The
interest rates range from 8.0% to 8.4% with varimasurity dates. At December 31, 2006 the weighteztage
stated rate was approximately 9.21%. There arénaodial covenants associated with these loansseThetes
mature at various times between June 2007 and M2A@8.
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The Company expects to comply with the financialeztants under the amended credit agreements foettte
twelve months. Norwompliance with such covenants would allow the &&8do demand immediate repayment o
outstanding borrowings under the facility. The iigbof the Company to comply with its financiabeenants,
obtain waivers for non-compliance or obtain altéiieafinancing to replace the current credit fagitould have a
material adverse effect on the Company’s finarmiglition, results of operations and cash flows.

As of December 31, 2006, future maturities of corbwings are as follows:

Year ending December 3

2007 $205,92:
2008 16,98¢
2009 39,98
2010 2,51¢
2011 and thereaftt 30,00(
Total $295,40:

For the years ended December 31, 2006, 2005 art] 2§@regate debt had a weighted average anneatieé
interest rate of 9.7%, 9.2%, and 6.9%, respectively

11. COMMON STOCK

As discussed in Note 1, the Company immediatelyrd the IPO as a result of its merger with Coroisto
Holdings, had 4,333 and 2,734 shares Class A a@drBmon Stock outstanding. Class A and B CommonkStoc
shares bear the same economic rights. Howevetarg/purposes, Class A stock holders are entiiazhe vote
for each share held while Class B stock holdereatiéled to fifteen votes for each share held.

As a result of the IPO, the Company sold 3,960 hashares of Common Stock. The Company also sold a
additional 594 shares of Class A Common Stock @untsto the underwriters’ exercise of their oveoftient
option.

On June 22, 2005 the Company completed a fobboveffering in which 2,360 shares of Class A Commturth
were sold to the public.

On May 12, 2006 (the “Closing Date”), the Companynpleted a private placement (the “PIPE") to
institutional and other accredited investors 0£2,048 shares of Class A common stock and warex@icisable
into 636,316 shares of Class A common stock. Thagzmy sold the securities for $9.43 per sharedial proceed
of approximately $20,000 and net proceeds of apprately $18,700. The per share price of $9.43 mgmted a
premium of approximately 14.6% to the closing pa¢¢he Company’s common stock on the date thehase was
completed. The net proceeds were used for genemabiate purposes. The warrants issued in conmegafith the
PIPE were five-year warrants exercisable at ang tfter November 10, 2006 with an exercise prick1df.32 per
share.

Under EITF 00-19 “Accounting for Derivative Finaatinstruments Indexed to, and Potentially Setithec
Company’s Own Stock”, the fair value of the wargaissued under the PIPE have been reported ay equit
instruments because the liquidated damages, whicbagpped at 10%, reasonable represent the diffetegtween
the value of a registered share and an unregistéia@e of the Company’s common stock.

In February 2006 the CompayBoard of Directors authorized the Company to Ipase up to 1,000,000 she
of the Company’s Class A Common stock in the oparket or in privately negotiated transactions. The
authorization did not include a specified time pdrin which the shares repurchase would remaiffétte During
the twelve months ended December 31, 2006, the @oynepurchased an aggregate of 391,000 shardasy &
common stock for a total of $2,439 or $6.23 persh@he Company has no other repurchase prograthis dime
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12. RELATED PARTY TRANSACTIONS

In June 2002, the Predecessor entered into a morgisote agreement with TCG Fund I, LC to fund
development projects. TCG Fund I, LC, is a relggadty in which the Company has an equity investmene
promissory note agreement allows for the Comparbotoow up to $4,000. The note, which had intea¢dt2% per
annum, was paid in full during June 2005.

In September 2004, the Predecessor entered inmnagsory note agreement with TCG Fund II, LC todu
development projects. TCG Fund II, LC is an affdiavhich the company manages as a non-member. The
promissory note agreement allows the Company tmloup to $10,000. The note, which had intere428s per
annum, was paid in full during November 2005.

In April 2002 and January 2004, the Predecessereainto lease agreements for approximately 7d7 an
8.8 square feet, respectively, for its corporatedig@arters at 11465 Sunset Hills Road, Restonjhfargrom
Comstock Partners, L.C., an affiliate of our Predsor in which executive officers of the Companlyri€opher
Clemente, Gregory Benson, and others are princifgdlsstopher Clemente owns a 45% interest, GreBernson
owns a 5% interest, an entity which is owned ortimied by Christopher Clemente’s father-in-law, Dt Schar,
owns a 45% interest, and an unrelated third pamysca 5% interest in Comstock Partners. For the mionths
ended September 30, 2004, total payments made theter lease agreements were $231. On Septem20@D,
the lease agreements were canceled and repladed wéw lease for a total of 20.6 square feet @amstock Asst
Management, L.C., an entity wholly owned by Chipéter Clemente. Total payments made under this lease
agreement were $142 as of December 31, 2004. OnsAdg 2005, the lease agreement was amended for an
additional 8.4 square feet. Total payments madeutids amended lease agreement were $751 andfG6e@
year ended December 31, 2006 and 2005, respect

In May 2003, the Predecessor hired a constructtompany, in which Christopher Clemente’s brothenjiko
Clemente, serves as the President and is a sigmifghareholder, to provide construction servicesat as a
general contractor at two of the Company’s develepisi The Company paid $6,523, $10,038, and $4(88#s
construction company during the year ended Dece®be2006, 2005, and 2004, respectively.

Christopher Clemente’s mother-in-law and Gary Maftormerly one of the Company'’s directors) each
invested $100 as minority shareholders in one ofabsidiaries, respectively. The parents of Biledeovitz loane:
approximately $300 to another of our subsidiaiasing the first quarter of 2005, the Company repased the
minority shareholders’ interests referenced abovefi approximate purchase price of $136. In AZ005, the
Company paid the $300 loan in full.

During 2003, the Predecessor entered into agresmetft |-Connect, L.C., a company in which Investor
Management, LLC (“Investors Management”), an entiholly owned by Gregory Benson, holds a 25% irgerer
information technology consulting services andribht to use certain customized enterprise softwianesloped
with input from the Company. The intellectual prapeights associated with the software solutionedeped by |-
Connect, along with any improvements made thergtivd Company, remain the property of I-Connect.tRe
years ended December 31, 2006, 2005 and 2004 aimpahy paid $471, $485, and $434, respectivell-
Connect.

In October 2004, the Predecessor entered into @ergent with Comstock Asset Management, L.C. (“CAM”
where CAM assigned the Company first refusal rigbtsurchase a portion of their Loudoun Stationpertes. In
partial consideration for the performance of which Company would provide management services fee af
$20 per month. For the year ended December 31,, 2005, and 2004 the Company recorded $240, $2¢0$60
in revenue, respectively. For the year ended Deeefdib, 2006 and 2005, the Company recorded a ragueivor
$20 and $0, respectively, from this entity.

In addition, the Company, in November 2004, enténemlan agreement with CAM to sell certain retail
condominium units at Potomac Yard for a total pasghprice of $14,500. In connection with this sgde,Company
received a non-refundable deposit of $8,000 upetution of the agreement. The agreement was mddifi2005,
which reduced the deposit amount to $6,000. Duttiegyear ended December 31, 2006, the Companyret867¢
in costs associated with the retail units and et receivable of $377 which will be reimbursgdCiAM.

During the years ended December 31, 2006 and 200%;ompany provided bookkeeping services to relate
party entities at no charge.
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In August 2004, the Predecessor entered into @8Zmissory note agreement with Belmont Models |,
L.L.C., an unrelated entity managed by Investoraddgement. The note had an interest rate of 12%ghakas
payable monthly and originally matured in Augusb@0However the company exercised its right toregtmonth
extension, and therefore the note matured Nove®spb2006. In March 2004, the Company sold four comdam
units to Belmont Models I, L.C. under a sale araé&back arrangement. The four condominium unite welivere:
for a total purchase price of $2,000 and lease#l haa rate of $20 per month. The Company exphetésase to
continue for a period of twenty-four months and egtension options available at its discretion a&gsult of the
deliveries, the promissory note was reduced bydtst purchase price. As discussed, the promissoty agreemel
with Belmont Models I, L.L.C., was paid in full dog the year ended December 31, 2006. Thus, foyehe ended
December 31, 2006 and 2005, the Company owed $$66®| respectively. For the year ended Decembe2®16
and 2005, the accrued interest on the note tofleghd $6, respectively.

During the years ended December 31, 2006 and 200%;ompany entered into sales contracts to selesao
certain employees of the Company. The Companyrdardo attract, retain, and motivate employeesaais a
home ownership benefit program. Under the home ostiige benefits, an employee receives certain cas¢fits
provided by us when purchasing a home or havingomiieby us. Sales of homes to employees for itest
purposes are conducted at market prices.

In September 2005, Comstock Foundation, Inc., weated. Comstock Foundation is a
not-for-profit organization organized exclusivebtyr tharitable purposes within the meaning of Sechiol(c)(3) of
the Internal Revenue Code and is an affiliate ef@ompany. The affairs of Comstock Foundation ameaged by
five-person board of directors with Christopherr@énte, Gregory Benson, Bruce Labovitz and TracyaEch
(employee of the Company and spouse of Christoplemente) being four of the five. The Company gswvides
bookkeeping services to Comstock Foundation ataoge. In October 2005, the Company donated $168sh
and the right to use 27 units at our Penderbrookleminium conversion project in Fairfax, VA for arjfpd of six
months. The Foundation provided these units tom&bf Hurricane Katrina. The fair market valuetloé rental
units donated was $237. During the year ended DeeeB81, 2006, the Company donated $59 to Comstock
Foundation.

During December of 2006 the Company’s executive piesident voluntarily resigned from the Compaksy.
part his voluntary resignation, the former exeautnce president negotiated the purchase of thairény 30
condominium units in the Company’s Countryside d@waent for a purchase price of $4,200, which was
approximately $1,300 below the estimated fair valitee difference between purchase price and the/dhie of the
units, has been recorded as compensation expedss iacluded in selling, general and administ@@xpense in
the accompanying consolidated and combined statsméoperations. Simultaneously with the purchése,
Company entered into a marketing and sale agreewitinthe special purpose entity created by thenfar
executive vice president that purchased the utB8E"), whereby the Company would bear the cost associeitac
marketing and selling the units and pay the SPBathty option payment that allows the Company tarstin the
revenue of the units as they settle. The monthtioopayments have created a variable intere$tarSPE, and as
such the Company has performed an analysis undgrévisions of FIN46(R) and has determined thatehtity is
a variable interest entity and the Company is tivagry beneficiary of this entity. As a result, tiempany has
consolidated the SPE. The SPE had $3,600 of asdstd) are included in inventory not owned-variaiolerest
entities in the accompanying consolidated balaheets and $3,600 of third party debt, which isuded in
obligations related to inventory not owned in tike@npanying consolidated balance sheets. The ity lender
does not have recourse against the Company agbhésdcollateralized by the units purchased bySRE.

13. EMPLOYEE BENEFIT PLANS

The Company maintains a defined contribution reteat savings plan pursuant to Section 401(k) of the
Internal Revenue Code (the “Code”). Eligible pap#mts may contribute a portion of their compemsato their
respective retirement accounts in an amount nex¢eed the maximum allowed under the Code. In JRrRGD6,
the Company began matching employee contributibhs.total amount matched for the twelve months 2086
$135. The Company also maintains an Employee Rackhase Plan in which eligible employees have the
opportunity to purchase common stock of the Comdraydiscounted price of 85% of the fair markdtigaf the
stock on the designated dates of purchase. Unddetms of the plan, the total fair market valu¢haf common
stock that an eligible employee may purchase eaahig limited to the lesser of 15% of the empldyaanual
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compensation or $12,750. Under the plan, emplogétte Company purchased 18,231 and 7,817 sha@kmss A
common stock, for the twelve months ending Decer8the2006 and 2005.

14. RESTRICTED STOCK, STOCK OPTIONS AND OTHER STOCK PLANS

Effective January 1, 2004, the Company adoptedainealue recognition provisions of SFAS 123(RjioPto
December 14, 2004 the Company did not sponsortack ased plans.

On December 14, 2004 the Company adopted the 200g-Lerm Compensation Plan (“The Plan”). The plan
provides for the issuance of stock options, stqakeciation rights, or SARS, restricted stock, def@ stock,
dividend equivalents, bonus stock and awards indiecash compensation, other stock-based awaris an
performance awards. Any shares issued under tmeviekt typically over service periods that rangerfrone to five
years. Stock options issued under the plan exfingehrs from the date they are gran

The Plan provided for an initial authorization ¢530 shares of Class A Common stock for issuareetimder
plus an additional annual authorization effectimaubry 1, 2006 equal to the lesser of (i) 3% ofGlass A
Common Stock outstanding on the date of deternuinatii) 500,000 shares or (iii) such lesser am@minay be
determined by the Company’s Board of Directors.

The following equity awards were outstanding at &gber 31,

2006 2005
Stock options 207,14,  213,99:
Restricted stock gran 617,82 273,89
Total outstanding equity awar 824,97. 487,88
On December 31, 2006 the following amounts werdaia for issuance under the plan:
Shares available for issuance at December 31, 1,05C
Additions to plar 33¢
Restricted stock gran— Issuec (819
Shares issued under employee stock purchase (18)
Restricted stock grants and opti— Forfeited 37€
Shares available for issuance at December 31, 927

The fair value of each option award is calculatedh® date of grant using the Black-Scholes oftidcing
model and certain subjective assumptions. Becdnes€ompany does not have sufficient trading histexpected
volatilities are based on historical volatilitiesommparable companies within our industry. Weraate forfeitures
using a weighted average historical forfeiture.r@ter estimates of forfeitures will be adjusted e requisite
service period based on the extent to which adtutditures differ, or are expected to differ, fraheir estimate.
Due to lack of history, the expected lives are Hasemanagement’s best estimates at the time of.grae riskfree
rate for the periods is based on the U.S. Treasuieg in effect at the time of grant. The followiagple summarizes
the assumptions used to calculate the fair valugtibns during 2005. There were no option granting 2006.

2006 2005
Weighted average fair value of options grar NA  $ 7.61
Dividend yields N/A N/A
Expected volatility N/A 41-48%
Weighted average expected volatil N/A 45%
Risk free interest rate N/A 3.5€- 3.62%
Weighted average expected lives (in ye N/A 2.5
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The following table summarizes information abowicktoptions activity:

Weighted Weighted
Average Average
Shares Exercise Price Intrinsic Value
Outstanding at December 31, 2( 107,14  $ 16.0(
Granted 106,84¢ 23.9(
Exercisec — —
Forfeited or expirel — —
Outstanding at December 31, 2( 213,99¢ 19.9¢
Granted — —
Exercisec — —
Forfeited or expirel (6,849 23.0C
Outstanding at December 31, 2( 207,14 % 19.8]
Exercisable at December 31, 2( 25,000 $ 23.00 % —

A summary of the Company’s restricted share agtigipresented below:

Weighted Average Fair

Shares Value at Date of Grant
Restricted shares outstanding at December 14, — —
Granted 275,317  $ 16.0(
Restricted shares outstanding at December 31, 275,31 16.0C
Granted 16,18¢ 24 5¢
Vested (4,06¢) 18.1z2
Forfeited (13,54%) 16.2¢
Restricted shares outstanding at December 31, 273,89: 16.4¢
Granted 597,94( 9.71
Vested (129,801 (15.05)
Forfeited (155,34)) 15.62
Restricted shares outstanding at December 31, 586,68! $ 9.8¢

As of December 31, 2006, there was $4,242 of totedcognized compensation cost related to nonvested
restricted stock issuances granted under the Phag.cost is expected to be recognized over a ieigaverage
period of 4.4 years.

Total compensation expense for share based payarramgements for the year ended December 31, 2606 a
2005 was $2,186 and $2,322 respectively, of wh#i7$and $407 was capitalized to real estate held fo
development and sale. The total deferred tax berséited to stock compensation, recorded on tlenba sheet as
of December 31, 2006 and 2005 amounted to $ 766a9d respectively.

The Company intends to issue new shares of its amstock upon vesting of restricted stock granther
exercise of stock options.
15. COMMITMENTS AND CONTINGENCIES
Litigation
The Company, as manager of an affiliated entitgreised its option rights to purchase the projequasition,
development and construction loans made for thefitesf North Shore. The Company subsequently idsunotice

of default under the acquisition and developmean lat maturity on September 30, 2005, thereattst §uit for
collection of the loans against one of the indiabguarantors under the loan on or about Octobg?@15. The
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Company, as manager of an affiliated entity, sdtlzld a foreclosure sale on March 24, 2006 in Wwitisvas the
high bidder. However, transfer of title to the pedy has been delayed pending judicial resolutiom uit filed on
March 24, 2006 by the non-affiliated 50% owner a@frth Shore. On June 30, 2006, the Company, omitslehalf
and on behalf of affiliates, filed an additionalkuit expanding the number of party defendants,atetimg
equitable relief and demanding $33,000 in damaBes parties have reached a tentative settlemeaeammt
whereby a company affiliated with the non-affilidtg0% owner of North Shore may purchase the Conipaights
to North Shore or conversely, the Company may msetihe rights of the non-affiliated 50% owner upertain
conditions. The final terms and conditions of aiéfe settlement agreement have not reachedstithe.

On August 11, 2005, the Company was served witloomto compel arbitration resulting from an aliégn
of a loan brokerage fee being owed for placement$if47,000 project loan for the Eclipse at Potolfeat project
The claim in the base amount of $2,000 plus intexed costs is based on breach of contract andaddpiremedies
of unjust enrichment and quantum meruit. The clduamge been denied by the Company. On FebruaryQf®,, 2n
arbitration award was rendered against the Compathe amount of $2,039 plus accrued interest d8$2\n
additional $670 was rendered against the Compasultireg from an allegation of a loan brokeragelieang owed
for another project owned by the Company.

Other than the foregoing, we are not currently sciojo any material legal proceedings. From timene,
however, we are named as a defendant in legalnscséiosing from our normal business activitieshaligh we
cannot accurately predict the amount of our liggilf any, that could arise with respect to legetions currently
pending against us, we do not expect that any kalstiity will have a material adverse effect onrdimancial
position, operating results or cash flows. We belithat we have obtained adequate insurance caveraights to
indemnification, or where appropriate, have essfigld reserves in connection with these legal pobogs.

In the normal course of its business, the Companalycea its subsidiaries are named as defendanriaio
legal actions arising from its normal businessvéitis. Management believes that none of theggalitbn matters in
which the Company or any subsidiary is involved ldduave a material adverse effect on the consadifihancial
condition or operations of the Company.

Letters of credit and performance bonds

The Company has commitments as a result of costeartered into with certain third parties to mestain
performance criteria as outlined in such contrabie Company is required to issue letters of crawlit performanc
bonds to these third parties as a way of ensuhagguch commitments entered into are met by thepaay. At
December 31, 2006, the Company has issued $3,1é8ens of credit and $20,290 in performance aayghpent
bonds to these third parties. No amounts have bemmn against these letters of credit and perfoomdmonds.

Operating leases

The Company leases office space under non-caneadpelrating leases. Future minimum annual lease
payments under these leases at December 31, 2@6éxapate:

Year Ended: Amount
2007 $1,231
2008 1,12C
2009 90z
2010 164
2011 5
Thereaftel —
Total $3,42¢

Operating lease rental expense aggregated $1,708,shd [$347] respectively, for years ended Deeerl,
2006, 2005 and 2004.
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16. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts reported in the combined dideted balance sheets for cash and cash equigalent
accounts receivable, accounts payable, accrueititieand floating rate debt approximate fairual The carrying
amount and fair value of fixed rate debt are defe:

December 31

2006 2005
Carrying amoun $60,097  $31,60¢
Fair value $61,92¢  $36,23:

Fair value estimates are made at a specific poititrie, based on relevant market information alio@it
financial instruments. These estimates are subgatinature and involve uncertainties and matiéssgnificant
judgment and therefore, cannot be determined wehigion. Changes in assumptions could signifiyaatfflect the
estimates.

17. INCOME TAXES

Income taxes are accounted for under the assdiadmiity method in accordance with SFAS 109 “Acoting
for Income Taxes.” Deferred tax assets and liabdlire recognized for future tax consequencebuattible to
differences between the financial statement cagrgimounts of existing assets and liabilities amd tlrespective tax
basis. Deferred tax assets and liabilities are oredsusing enacted tax rates expected to appfxabte income in
the years in which those temporary differencesapected to be recovered or settled. The effethemeferred tax
assets and liabilities of a change in tax ratesdegnized in income in the period that includesdghactment date.

The Company expects to generate a current yeds)(Billion and ($7.9) million net operating loss@N) for
federal and state tax purposes respectively. An M&tyback claim to 2005 is expected to resultashcrefunds of
federal and state taxes to the Company of apprdgisgng2.7 million.

Income Tax provision consists of the following dDecember 31,:

2006 2005
Current:
Federal $ (2,28]) $15,16(
State (4249) 2,88t
(2,705) 18,04t
Deferred:
Federal (18,837 (1,417
State (3,552 (262)
(22,38%) (1,679
Other
Tax shortfall related to the vesting of equity asi& 57C —
Total income tax (benefit) expen $(24,52() $16,36¢

F-26




Deferred income taxes reflect the net tax effettemporary differences between the carrying anmmoht
assets and liabilities for financial reporting posps and the amounts used for income tax purpGsasponents of
the Company’s deferred tax assets and liabiliti€3ewember 31, 2006 and 2005 are as follows:

2006 2005
Deferred tax asset
Inventory $ 9,64 $2,24¢
Warranty 612 417
Investment in affiliate: 25 27
Accrued expense 1,21 64
Stock based compensati 762 79C
12,25¢ 3,544
Less— valuation allowanc: (470 (840
Net deferred tax asse 11,78« 2,704
Deferred tax liabilities
Depreciation and amortizatic (1,596) (159
Net deferred tax liabilitie (1,596 (159
Net deferred tax asse $10,18¢  $2,54¢

The Company has adequately provided for contingsneilated to income taxes in accordance with SFAS
No. 5. At December 31, 2006 and 2005, the Compacogrded $1,194 and $ 802, respectively in incomu
reserves. This tax reserve relates predominatedyptotential dispute by taxing authorities overtiarefits resulting
from additional income tax basis in certain restiddmousing development projects. The Companyaties
determined that a valuation allowance of approxatya$470 and $840 as of December 31, 2005 and 2004
respectively related to a deferred tax asset ofcqipately $470 and $ 840 resulting from additiotr@ed basis in
residential real estate development projects. atyamg the need for the provision of tax continggereserves and
the valuation allowance, management reviewed aqiplcstatutes, rules, regulations and interpretatsmnd
established these reserves based on past exparemtgudgments about potential actions by taximigdlictions. In
January 2007, upon the adoption of Fin 48, the Gom@xpects to reverse income tax reserves inntoeiat of
$1,194 as a benefit to the opening retained defalince.

A reconciliation of the statutory rate and the efffiee tax rate follows:

_2006 2005
Statutory Rat: 35.0(% 35.0(%
State income taxe— net of federal benef 40%  3.9%
Permanent difference 0.02% (1.79%
Change in effective tax ra (0.09H% (0.09)%
Tax reserve (0.6)% 1.67%
Tax shortfall related to the vesting of certainiggawards (0.86)% 0.0(%
Change in valuation allowan 0.5¢% (1.5§%

38.1% 37.2t%
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18. QUARTERLY RESULTS (unaudited)

Quarterly results for the years ended Decembe2@16 and 2005 follow (in thousands, except pereshar
amounts):

Three months endec
March 31, June 30, September 3C  December 31

2006 2006 2006 2006
Revenue: $36,59¢ $5069° $ 3528 $ 123,30¢
Operating income (lost 1,77¢ (11,969 (9,709 (45,809
Pretax incom; 1,991 (11,649 (9,409 (45,30¢)
Net income (loss 1,24( (7,129 (5,759 (28,207
Basic earnings per she 0.0¢ (0.47) (0.36) (2.79
Diluted earnings per sha 0.0¢ (0.47) (0.36) 1.79

Three months endec
March 31, June 30, September 3C December 31

2005 2005 2005 2005
Revenue: $28,72¢ $3991! $ 78431 $ 77,22¢
Operating income (los! 6,07t 4,63¢ 17,91¢ 13,77¢
Pretax incomt 6,14( 4,781 18,42« 14,57¢
Net income (loss 3,80¢ 3,06¢ 11,48: 9,20¢
Basic earnings per she 0.3¢ 0.2¢ 0.82 0.6€
Diluted earnings per sha 0.3 0.2¢ 0.81 0.6t

Quarterly and year-to-date computations of peresharounts are made independently. Therefore, theou
per share amounts for the quarters may not agrseper share amounts for the year.

As discussed in Note 4, the company acquired P&kandler Homes Inc., during the first quarter @@ and
Capitol Homes Inc., during the second quarter @620

During 2006, the Company recorded total impairnzemt write-off charges of $57,400. Of this amouBt5$0,
$5,200 and $42,700 was recorded during the fiestisd and third quarter of 2006, respectively.

19. SUBSEQUENT EVENTS

In February 2007 we received a ruling from a pafigrbitrators ordering payment of approximately
$3.0 million with respect to an allegation of ardarokerage fee being owed for placement of a fldifllion
project loan for the Eclipse at Potomac Yard priogaa a $67.0 million project loan at Penderbradfle. are
assessing our rights of appeal with respect todédssion.

In February 2007 we entered into a limited reco®2&0 million loan agreement with Guggenheim Capit
Partners to refinance an existing loan with CoraelB The new loan has a term of 3 years and beoatiang
interest rate of LIBOR + 500 basis points.

In January 2007 we entered into a contract toldélllots at our Massey Preserve project in Ralé\ghto
another builder in two takedowns. The first closimg55 lots occurred in February 2007 for procesds
$3.6 million. The second takedown is scheduledctupin July 2007.

On May 4, 2006 we closed on a $30 million Juniob@dinated Note Offering. The term of the note wagy
years which could be retired after five years withpenalty. The rate was fixed at 9.72% the fika fears an
LIBOR plus 420 basis points for the remaining twyeiite years. In March 2007 we retired the origidahior
Subordinated Note and entered into a new 10-ye@dn$iBion Senior Secured Note Offering with the salender at
the same interest rate.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.
COMSTOCK HOMEBUILDING COMPANIES, INC.
Date: March 16, 2006

By: /s/ CHRISTOPHERCLEMENTE

Christopher Clemente
Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the date indicated.

On March 16, 2007, we, the undersigned officersdirettors of Comstock Homebuilding Companies,,Inc.
hereby, severally and individually, constitute apgoint Christopher Clemente and Bruce J. Labotht frue and
lawful attorneys-in-fact and agents (with full paveé substitution in each case) of each of us t&cate, in the
name, place and stead of each of us (individualtyia any capacity stated below), any and all amends to this
Annual Report on Form 10-Knd all instruments necessary or advisable in adioretherewith, and to file the sal
with the SEC, said attorneys-in-fact and agentsatee power to act and to have full power and aitthtr do and
perform, in the name and on behalf of each of tigetsigned, every act whatsoever necessary oraieis be
done in the premises as fully and to all intentd parposes as any of the undersigned might or cbwld person
and we hereby ratify and confirm our signaturethag may be signed by or said attorneys-in-factagehts to any
and all such amendments and instruments.

Signature Capacity Date
/s/  CHRISTOPHERCLEMENTE Chairman of the Board of Directors March 16, 200
Christopher Clemente and Chief Executive Officer (Principal
Executive Officer]
/sl Gregory V. Benso Regional President, Southeast March 16, 200
Gregory V. Bensol
/sl Bruce J. Labovit Chief Financial Officer March 16, 200
Bruce J. Labovit, (Principal Financial Officer)
sl JAsON PARIKH Chief Accounting Officer March 16, 200
Jason Parikl (Principal Accounting Officer)
/sl A. CLAYTON FERFAL Director March 16, 200

A. Clayton Perfa

/s/ DaviD M. GUERNSEY Director March 16, 200
David M. Guernse'

/sl James A. MACCUTCHEON Director March 16, 200
James A. MacCutchec

/s/ NorMmAN D. CHIRITE Director March 16, 200
Norman D. Chirite

/s/ RoBERTP. Fincus Director March 16, 200
Robert P. Pincu

/s/ SOCRATESVERSES Director March 16, 200
Socrates Verse
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and Bank of America, N.A

14.1(2) Code of Ethic:

21.1* List of subsidiarie:

23.1* Consent of PricewaterhouseCoopers |

24.1* Power of Attorney (see signature page to this AhRegort orForm 1(-K.)

31.1* Certification of Chief Executive Officer pursuant$ection 302 of Sarbar-Oxley Act of 200z

31.2* Certification of Chief Financial Officer pursuait $ection 302 of Sarbar-Oxley Act of 200z

32.1* Certification of Chief Executive Officer and Chieinancial Officer pursuant to Section 906 of

Sarbane-Oxley Act of 2002




* Filed herewith.
(1) Incorporated by reference to an exhibit to the Regit’'s Registration Statement on Form S-1, asdedd
initially filed with the Commission on August 130@4 (No. 33:-118193).

(2) Incorporated by reference to an exhibit to the Regit's Annual Report on Form 10-K filed with the
Commission on March 31, 20C

(3) Incorporated by reference to an exhibit to the Regit’'s Quarterly Report on Form 10-Q filed wittet
Commission on November 14, 20(

(4) Incorporated by reference to an exhibit to the Regit’'s Quarterly Report on Form 10-Q filed witte t
Commission on August 9, 20C

(5) Incorporated by reference to an exhibit to the Regit's Annual Report on Form 10-K filed with the
Commission on March 16, 20C

(6) Incorporated by reference to an exhibit to the &urReport on Form 8-K of the Registrant filed witie
Commission on May 10, 200

(7) Incorporated by reference to an exhibit to the Regt’'s Quarterly Report on Form 10-Q filed witte t
Commission on August 9, 20C






Exhibit 10.47

FRIEDLANDER MISLER
AT T O RMNENY § AT L A W
1101 171h STREET, NwW TEL. 202.872.0800
M SUITE 700 FAX. 202857 8343

WASHINGTON, D 20036-4 704 wwoar cdeldirm.com
FRIEDLANDER, MISLER, SLOAN, KLETZKIN & OCHSMAMN, PLLC

David Astrove
DAstrove@dclawfirm.cor

October 18, 2006

VIA MESSENGER, TELECOPY AND CERTIFIED MAIL
Comstock Bellemeade, L.t
11465 Sunset Hills Roe
5 thFloor
Reston, Virginia 2019
Attention:  Christopher Clement
Jubal Thompso

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road

5thFloor

Reston, Virginia 20190

Attention: Christopher Clemente

Re: NOTICE OF DEFAULT; Forty-Six Million Seven Hundred Twenty-Five Thousleend No/100 ($46,725,000.00) Loan (the
“Loan”) between Comstock Bellemeade, L.C. (“Borrotye@nd Bank of America, N.A. (“Lender”) which Lods guaranteed by
Comstock Homebuilding Companies, In“Guaranta”)

Dear Mr. Clemente:

This firm represents the Lender in connectidth the above-referenced Loan which is secureddstain property owned by the Borrower
located in Loudoun County, Virginia. In accordamdth the terms of Section 1 of that certain Deed afst Note dated September 28, 2005
(the “Note™), Borrower is obligated to make paynwint curtailment of the outstanding principal bakiof the Loan on or before certain
deadlines as specified in the Note.

Borrower received notice from Lender by inw# 0060622969 dated September 20, 2006 that the&$2,757,198.00 was due on
September 30, 2006 (the “September Payment DeddIBearrower failed to pay such amount on or befthre September Payment Deadline.
Therefore, Borrower is in default under the Loan.

Lender reserves the right to pursue all reegediailable to Lender under the Loan documends law as a result of such default. Lender
further reserves the right to assess in the futarthe fullest extent provided for in the Loan downts additional legal fees, other costs of
collection, interest at the default rate from aftdrahe date hereof, and other fees, costs andjebawhich may or may not be currently
known to Lender (individually and collectively, thadditional Charges”).




N

FRIEDLANDER MISLER

Christopher Clemente
October 18, 2006
Page 2

Nothing in this letter is intended to condgta waiver by Lender of any of the rights, liemsaranties or other benefits afforded to it
pursuant to any one or more of the documents eaddntconnection with the Loan, other documentdalay or otherwise, and all such rigt
liens, guaranties and other benefits and/or remseafferded to Lender by any one or more of thedoieg are hereby expressly reserved to
Lender.

Sincerely,

P

David M. Astrove, Esg.

cc.  John A. Moffet, Jr., Es(— Via Telecopier No. (703) 3t-9343 and Certified Ma
John DeZinn— Via Email






Exhibit 10.48

PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (“Agreement”) is made this 21st day of Decembef&®y and between Comstock
Countryside, L.C. (“ Selleh), a Virginia limited liability company and Merichoudoun, LC, a Virginia limited liability company Purchase
H).

WITNESSETH:

WHEREAS , Seller is the Declarant of The Villas at CounialgsCondominium in Sterling, Virginia (the “ Condarium "), and owns
thirty (30) units therein, as identified on ExhiBitattached hereto (the “ Unity

WHEREAS , Seller desires to sell and Purchaser desiresrthpse the Units, and, in conjunction therewit|e® desires to transfer and
Purchase desires to accept certain Special DetlRights (as such term is defined in Section 557 @f the Virginia Condominium Act)
relating to the Units, all in accordance with theris and conditions hereof.

NOW, THEREFORE , in consideration of the foregoing and other gand valuable consideration, the receipt and sefiicy of which
are hereby acknowledged, the parties hereto hexgtae as follows:

1. AGREEMENT OF PURCHASE AND SALE . Seller hereby agrees to sell and convey unto thehBser, and Purchaser hereby agrees to
purchase from Seller, the Units at the price ar@hupe terms and conditions hereinafter set forth.

2. PURcHASE PrICE . The purchase price for the Units shall be FouribhllTwo Hundred Thousand and No/100 Dollars ($4,200) (the
“ Purchase Pric®). The Purchase Price shall be paid by PurchasBetler by wire transfer in immediately availahlads at closing

hereunder (“ Closing).

3. QosING . Purchaser and Seller shall close on the sale dfittits no later than December 27, 2006. Closingl Sigaconducted at the
offices of Premier Title Company (* Closing Ageit At Closing, Seller shall convey the Units torBlwaser by special warranty deed, which
shall thereupon be recorded among the applicabteracords. Seller shall also deliver actual pagsaf the Units to Purchaser at Closing
free and clear of all leases and tenancies. SalléiPurchaser agree to execute and deliver suchrémts as may be requested by Closing
Agent to effect Closing. Seller shall pay the tfansax applicable to this transaction. Purchakall pay all other costs of Closing, including
without limitation the cost of obtaining title inance and financing for the Units. Each party spaj for its own attorneys fees. All real
estate taxes, utility bills, Condominium assessmantl other charges and fees related to the Uratklse prorated as of the date of Closing
such that all such expenses from and after theafa@éosing shall be borne by Purchaser. PurchaiséiSeller agree to cooperate after
Closing with respect to any adjustments to thegirons provided for hereunder.
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4. MARKETING AND SaLes AGREEMENT . At Closing, Seller and Purchaser shall enter im@agreement, in the form attached hereto as
Exhibit B , whereby Seller shall become the exclusive agarthie marketing and sales of the Units.

5. Unir OutsaLe ConTRACTS . At Closing, Seller and Purchaser shall enter io@udhent which assigns the deposits, rights and
obligations under existing unsettled contractgliersale of Units to retail purchasef®Jfit Outsale Contracts" ). The Units which are
subject to a Unit Outsale Contract shall be agdtat Exhibit G1 and copies of all Unit Outsale Contracts shall theched thereto as
Exhibit C-2 . The form of the assignment of Unit Outsale Casttrds attached hereto as ExhibiBC

6. SEciAL DECLARANT RIGHTS . At Closing, Seller and Purchaser shall enter inloeument, in the form attached hereto as Exhihit D
whereby Seller shall transfer to Purchaser ceBaiecial Declarant Rights in order to facilitate slade of Units and whereby Purchaser
becomes of Co-Declarant with the right to offer tdrior sale under the governing documents of thed8minium (the “ Condominium
Documents). Said document shall thereupon be recorded antomgpplicable land records immediately followthg recordation of the
special warranty deed. Immediately thereafter, Faser shall cause the Condominium Registration idgipbn and the Public Offering
Statement of the Condominium to be amended toatette conveyance of the Units and transfer of Bp&eclarant Rights from Seller to
Purchaser. Seller and Purchaser each agree to fydade all action necessary to effect the foragamendments.

7. PURCHASER's DEFAULT ; SELLER's REMEDY . In the event that Seller performs all of its obtigas hereunder and Purchaser fails to
meet any of its obligations under the Agreemeriba@omplete settlement hereunder, Seller shalhtidesd to terminate this Agreement and
shall have all remedies available at law or in Bguaind thereupon the parties hereto shall havienioer rights or obligations hereunder.

8. SFLLER’s DEFAULT ; PURCHASER’S REMEDY . In the event that Seller fails to settle on theperty pursuant to the terms hereof or
otherwise breaches the terms hereof, Purchasdihsiva, as its sole remedy, (i) the right to sgecHic performance under this Agreement
and to recover all costs associated with obtaispegific performance, including reasonable attoshiges, and (i) the license, without cost,
to use all marketing materials, brochures andikaetb continue to market the Units; provided, heere that Purchaser shall not use the name
“Comstock” in any such marketing.

9. REPRESENTATIONS AND WARRANTIES . Seller hereby represents and warrants that itlisgehe Units to Purchaser with all of the
representations and warranties made to prospamtirehasers in the Public Offering Statement forGoadominium and the Exhibits thereto
(collectively, the “ POS). Seller hereby acknowledges and agrees thatemyanty work on Units, or on any other units & @ommon
Elements in the Condominium, for which Seller ispensible as Declarant under the Condominium Dootsra as otherwise mandated by
the Virginia Condominium Act — shall be performeg $eller at its sole cost and expense. Seller amdhaser hereby acknowledge that as
Co-Declarants of the Condominium the statutory waty period provided in the Virginia CondominiumtAball not commence until each
Unit has been conveyed to a third party purchaser.




Except as expressly set forth in the POS or aswibe mandated by the Virginia Condominium Act,|8&eshall sell and convey to Purcha
and Purchaser shall accept, the Units in “as-ishére-is” condition. Planned renovations of thetslrs more particularly described in
Exhibit E attached hereto, shall be completed by the SelldesSeller's sole expense within sixty (60) daf€losing. Seller shall remain
responsible for all obligations incurred or outskiaug with regard to improvements to the Units.

10. RecelrT oF POS. Purchaser hereby acknowledges having received@% Bnd hereby waives its right to rescind thise&gnent
following the full-execution hereof.

11. GENERAL PROVISIONS .

a. _Broker Purchaser and Seller warrant that they have et @ith any broker in the transaction contempldtereby. Seller and
Purchaser each agree to indemnify and hold harrtilessther party from any claim for commission loy &roker or agent claiming any such
commission for or through either Seller or Purchasleer than referenced herein.

b. Applicable Law The provisions of this Agreement and the appbcathereof shall be governed by the laws of then@omnwealth of
Virginia, without regard to its conflicts of lawsipciples.

c. Merger Unless otherwise expressly stated to the conttheyprovisions of this Agreement shall be merigéal the execution and
delivery of the deed and shall not survive closing.

d. Computation of Timeln the event that any period of time provideddader this Agreement expires, or falls upon, aiSaty, Sunday
or legal holiday, then said period of time will feemed to be extended to the immediately follovbinginess day. Time shall be of the
essence for all purposes under this Agreement.

e. Entire AgreementThis Agreement constitutes the entire agreemgiaind between the parties. No amendment, modificatr waiver
under this Agreement shall be effective unlessriting and signed by both parties.

f. Notices Unless otherwise agreed to by the parties anyalimibtices required hereunder shall be sentagtrties by hand delivery or
overnight delivery service or by certified or ragi®d mail, return receipt requested, (or by fadsitnransmission when followed by delivery
of the original) at the following addresses:

If to Seller:

Comstock Countryside, L.(

c/o Comstock Homebuilding Companies, |
11465 Sunset Hills Road,h Floor

Reston, Virginia 2019

Attn: Christopher Clement




If to Purchaser

William P. Benster

928 Mackall Avenu
McLean, Virginia 2210:
Fax: (703) 44-8714

Any party shall have the right to change the plabere notices are to be sent by written noticé¢odather party.

g. AssignmentThis Agreement and the benefits hereunder aigredse by Purchaser only upon the prior writtensent of Seller. This
Agreement is assignable by Seller to parties undermon control of Seller and shall be binding ufisrsuccessors and assigns.

h. CounterpartsThis Agreement may be executed in counterpaatsh ef which shall constitute an original.

g. Survival The obligations contained in Sections 4 througim@® 11 of this Purchase and Sale Agreement siraiive Closing and shall
not be merged into the deed of conveyance for thitsU

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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IN WITNESS WHEREOF , the parties hereto have executed this Agreenffattiee as of the date first set forth above.
SELLER:
Comstock Countryside, L.C., a Virginia limited lisly company

By: Comstock Homebuilding Companies, Inc.,
Its Managel

By: /s/ Christopher Clemen

Christopher Clement
Chief Executive Office

PURCHASER:

Merion-Loudoun, LC, a Virginia
limited liability company

By: /s/ William P. Benste!
Name William P. Benster
Title: Managing Membe
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Exhibit 10.48

AGREEMENT
(Marketing and Sale of Condominium Units)

THIS AGREEMENT (“Agreement”) is made as of tikstday of December, 2006, by and betwé&mmstock Countryside, L.C., a
Virginia limited liability company (“Countryside”)yaving its offices at 11465 Sunset Hills Roa#" Hoor, Reston, Virginia 20190 and
Merion-Loudoun, LC, a Virginia limited liability capany (“Owner”), having its offices at 928 Mackalte, McLean, Virginia 22101.

WITNESSETH:

WHEREAS , Countryside is the Declarant of The Villas at 6wyside Condominium (the “Condominium”) in StedirVirginia and the
owner of certain condominium units therein, as tified on Schedule attached hereto (the “Units”);

WHEREAS , concurrently herewith, Countryside is selling theits to Owner, and in connection therewith, @sferring certain Special
Declarant Rights to Owner;

WHEREAS , the Owner desires to have Countryside continuainy out the marketing and sales activities lier Wnits;
WHEREAS , Countryside desires to assume such respongbilith and in accordance with the terms and conditid this Agreement.

NOW, THEREFORE , for and in consideration of the premises and miutavenants and agreement of the parties contéieesin, and
of other good and valuable consideration, the pt@eid sufficiency of which is hereby acknowledgibe, parties hereto, intending to be
legally bound, do hereby agree as follows:

ARTICLE I. MARKETING AND SALE

1.1. Subject to the terms of this Agreemdre, ®wner grants to Countryside the authority te talk actions, as Countryside deems
necessary and appropriate, at Countrysidele cost and expense, to actively and continyouarket and sell the Units, and, to the exteat
the estimated Net Price (defined herein) for amgiMait exceeds its Base Price (defined hereingnter into contracts (theOutsale Contrac
"), as the exclusive agent for and on the Owsbghalf, for the sale of Units. Countryside wilbgide, under its supervision and managerr
at Countrysides sole cost and expense, either its own employeesiployees of a brokerage company (which may tiéatéd or unaffiliatec
with the Company), to market and sell the Units emohanage the continuing administrative obligatiohthe Owner as Co-Declarant in
connection with the sale of the Units to Owner. Tdren of the Outsale Contracts shall be the formently used by Countryside for the sale
of units at the Condominium to retail purchaserighwn Addendum in the form attached hereto aslhitAi, and shall provide for a purchase
price and earnest money deposit in such amountgmagreed to by the Owner and Countryside fiora to time. The Owner agrees to
enter into any additional documents which may beessary to confirm or ratify the authority grantec€Countryside pursuant to the
provisions of this Section.




1.2. All deeds for the conveyance of any Whill be in the name of the Owner as grantor.

1.3 Countryside shall comply with the applieafpoverning laws and regulations in effect in jimésdiction in which the Units are located
to perform its marketing and sales duties.

ARTICLE Il. PAYMENTS TO COUNTRYSIDE

2.1. Owner shall not be obligated to reimbusentryside for any costs incurred by Countrysidearrying out its obligations under this
Agreement unless Owner shall have previously agteed so in writing.

2.2. Owner shall pay Countryside an amountktuthe difference between the Net Price for dawtt settled, and the price for such Unit
listed on_Schedule dttached hereto (the “Base Price”). For purposesdfethe “Net Price” shall refer to the sales erior the Unit less
settlement expenses (such as real estate comnsissdmording and closing costs, incentives to baiged the like) paid by Owner.

2.3. So long as this Agreement shall remaifoice, the foregoing amounts (the “Amounts Payalskall be paid to Countryside upon the
conveyance of each Unit regardless of whether Ggside was the procuring cause of such sale. Theulnts Payable are not a commission,
but an allocation of profit which was negotiatedconjunction with the sale of the Units to Owner@guntryside. The Amounts Payable shall
be due and payable at the time of settlement on Bai, and shall be reflected as an amount dugotantryside on the settlement statement.

2.4. If this Agreement has been terminate€byntryside as a result of a material breach by @wnrsuant to Section 4.4 hereof, then the
Amounts Payable shall remain due and payable to@ygide pursuant to the terms of this Agreemespile the termination.

ARTICLE Illl. PAYMENTS TO OWNER

3.1. During the term of this Agreement, Coysitite shall pay Owner the sum of $1,500 per momtteéch Unit which has not been
conveyed to a retail purchaser (the “Monthly Paytf)efihe foregoing monthly amount shall be proratedany month in which a particular
Unit was conveyed. Owner hereby agrees to apply Bamthly Payment toward the interest carry onfitst mortgage encumbering the
Units. Failure to do so shall constitute a matesialach of this Agreement. Each Monthly Paymenll fieedue and payable on the fiftht(5
day of each calendar month.

3.2. If Countryside shall fail to make a MdgtRayment on or before the due date, and sudlréaghall continue for more than ten
(10) business days after having received writteicadhereof from Owner, then Owner shall havertgkt to terminate this Agreement by
delivering written notice thereof to Countryside.the event of such duly effected termination, Goyside shall have no further right to any
Amounts Payable on any Units which were not sefiléaol to the termination.
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3.3. Upon full execution of this Agreement,u@itryside shall make an initial payment (the “llitPayment”) of the total amount of
Monthly Payments due for the first three (3) mor(the “Initial Period”) of the Fixed Term. In the@ent any Units are settled prior to the
expiration of the Initial Period, then the portiohthe Initial Payment ascribed to the post-setdetperiod of the settled Units shall, at
Countryside’s election, either be (a) paid as mbeirsement to Countryside at settlement, or (b)iegps a credit against the Monthly
Payment due during the fourth4 month of the Fixed Term.

ARTICLE IV. TERM
4.1. The fixed term of this Agreement (thex#d Term”) shall be 18 months, commencing Janua@pQ7 and expiring June 30, 2008.

4.2. In the event Countryside has settledadt|20 Units during the Fixed Term (or can dematesthat it is likely to settle at least 20
Units within thirty days thereafter), then it shiadlve the unilateral right to extend the term & hgreement for an additional 6 months,
through December 31, 2008 (the “Extension Term”).

4.3. Neither party shall have the unilateigihtrto terminate this Agreement without cause.

4.4. In the event either party hereto commitsaterial breach of this Agreement, then the gthety shall have the right to terminate the
same if the defaulting party fails to rectify theeéch within ten days after receiving written netibereof from the other party. In the event of
a material breach by Countryside, Owner’s sole cgnshall be to terminate this Agreement pursuai@ection 3.2 hereof. In the event of a
material breach by Owner, Countryside shall halefats rights and remedies available at law tooreer its actual damages for such breach,
and all of its rights and remedies at equity taoetd any equitable remedy. If Owner should ternginats Agreement as a result of a material
default by Countryside, as aforesaid, then Ownal slave a temporary license to use the marketiagerials being used by Countryside
immediately prior to the termination of this Agreemy, but only to the extent Countryside has thalleght to grant such license, and only
until the earlier of (a) settlement on the finalit)Jor (b) two years from the date hereof.

ARTICLE V. USE OF MODEL UNITS; COUNTRYSIDE'S BOOKBND RECORDS

5.1 During the term of this Agreement, Cousitiieg shall have a license to use the model unitgddorming its responsibilities hereunder.
During such time, Countryside shall pay for altleé operating expenses associated with use of tlielnanits, such as (without limitation)
the cost of utilities; however, Countryside shailt be responsible for paying costs associated evithership of the model units, such as
(without limitation) real estate taxes and mortgagerest.

5.2. Countryside will keep accurate booksaufoaunt for the work performed under this Agreemshgwing the costs incurred hereunder,
which books of account and all supporting datalsdating regular business hours and at reasorigés, be open to inspection and copying
by the Owner or its authorized representatives,shradl be retained and available for referencefperiod of at least one year after the work
has been completed.




ARTICLE VI. INDEMNIFICATION

Owner hereby agrees to indemnify Countrysitdeagents and employees, for any damages incbyré&buntryside, its agents or
employees, in executing the responsibilities of @otside hereunder, arising from the gross negtigeasr willful misconduct of Owner, its
agent or employees. Countryside hereby agreesl@rinify Owner, its agents and employees, for amyadges incurred by Owner, its agents
or employees, arising from the gross negligencgiliful misconduct of Countryside, its agent or doyees, in executing the responsibilities
of Countryside hereunder.

ARTICLE VII. MISCELLANEOUS

7.1. The provisions of this Agreement shalbb®ling upon and inure to the benefit of the partiereto and their respective successors an
assigns; provided, that neither party may assignodits rights or obligations hereunder withous tbrior written agreement of the non-
assigning party.

7.2. All notices and other communications hader shall be in writing and shall be deemed diien if hand delivered, or mailed by
certified mail, return receipt requested, postagpaid, to the addresses set forth in the preaoflilés Agreement, or to such other addres
which one party hereto notifies the other.

7.3. If any term, covenant, or condition astAgreement or the application thereof to anyyahall be held invalid or unenforceable, the
remaining terms, covenants, and conditions shalbaaffected thereby, and such remaining termgmants, and conditions shall be valid
and enforceable to the fullest extent permittedaly

7.4. The interpretation and enforcement of fkgreement shall be governed by the laws of thmi@onwealth of Virginia , without respe
to its conflicts of laws principles.

7.5. This Agreement may be amended, modiiedupplemented only by written agreement of théigm The waiver by any party hereto
of a breach of any provision contained herein dhalin writing, signed by the waiving party, anékim no way be construed as a waiver of
any prior or succeeding breach of such provisiothermwaiver of the provision itself.

7.6. Each party hereto shall do and perfomtaose to be done and performed, all such fugbtsrand things and shall execute and de
all such other agreements, certificates, instrusjeartd documents as any other party hereto orpetberwise subject hereto may reason
request in order to carry out the intent and acdismphe purposes of this Agreement and the consatiomof the transactions contemplated
hereby.

[Signature Page to Follow]
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IN WITNESS WHEREOF, this Agreement has bedy dxecuted by each of the parties hereto on the algposite such party’s signature,
and the provisions hereof shall be deemed effeetivef the date first above written.

OWNER :
Merion-Loudoun, LC

By: /s/ William P. Benste

William P. Benster
Managing Membe

COUNTRYSIDE :
Comstock Countryside, L.C.

By: Comstock Homebuilding Companies, i

By: /s/ Christopher Clemen

Christopher Clement
Chief Executive Office







Exhibit 10.50

CONSULTING AGREEMENT

THIS CONSULTING AGREEMENT ( this “Agreement”) is entered into as of thespday of December, 2006, by and between
Comstock Homebuilding Companies, Inc., a Delawarparation (“Comstock”), and The Merion Group, L{GConsultant”).

WHEREAS, Comstock desires that the Consultant provide cegansulting services (the “Services”) related b Eclipse on Center
Park Condominium in Arlington, Virginia (the “Conadnium”) and other projects being developed by Cmtlsin the Washington, D.C.
metropolitan area, and Consultant has agreed tadesuch Services pursuant to the terms and gondibf this Agreement.

NOW, THEREFORE , for and in consideration of the premises hereintained, and other good and valuable considerati@receipt
and sufficiency of which are hereby acknowledgkd,farties hereto do hereby agree as follows:

1. ServicesThe Services shall be defined to include salesage@ment, marketing, and production coordinatiovises related to the
Condominium and other existing and/or future prigged Comstock in the Washington, D.C. metropol#éaea, as designated by Comstock
from time to time and shall involve the Consultprdviding an average of 20 hours of consultatioretper week during the Fixed Term
(hereinafter defined). To facilitate Consultant&sformance of the Services, Comstock shall pro@dasultant, without charge, with the use
of an office and ancillary facilities within Comstds office premises during the term of this Agresmn

2. Consulting Fee

(a) In consideration of the Consultant prowgdthe Services to Comstock, Comstock agrees tagqtne Consultant a fee (the “Fixed Term
Consulting Fee”) in the amount of Twenty-Five Thad Nine Hundred and No/100 Dollars ($25,900.00)npenth during the first three
(3) months of the Fixed Term, and the amount aEEifi Thousand Nine Hundred and No/100 Dollars @I®00) per month during the final
three (3) months of the Fixed Term. Should Comstdekt to terminate this Agreement at any time, €tk shall nevertheless remain
obligated to pay the Fixed Term Consulting Fee @aatiltant through the expiration of the Fixed Term.

(b) In the event Comstock requests, in writithgt the Consultant commit time above and beytbode called for to perform the Services
pursuant to Section 1 herein (including withoutitation those services described in Section 6 @f3hparation Agreement entered into by
Comstock and Consultant as of even date herewtfitbi), the fee to be paid to Consultant (the “Addisilo-ees”) in consideration of those
additional hours shall be $200 per hour. The Addl Fees shall be due and payable to Consultdhinvifteen (15) business days after
Consultant submits an invoice therefor to Comstock.

(c) Consultant shall keep time sheets mernipinig the number of hours spent and the Servicegiged for each calendar month during
the term of this Agreement.
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In the event Consultant spends fewer than 80 hawasalendar month, then no Additional Fees dtmkarned by Consultant until Consul
has provided Services for the number of hours rsaecgdso make-up the deficit from the previous mésjth

(d) Comstock hereby agrees to reimburse Ctarguor all costs incurred by Consultant in cangybut its obligations under this
Agreement, including, without limitation, travelsts, so long as such costs were pre-approved tm@/iwhich may include e-mail) by
Comstock.

3. Agents and Commissio€omstock and the Consultant each warrant to tiieer that neither had dealt with an agent, brokdinder
with respect to the transaction contemplated kg Algireement. In the event any claim for commissiofinder’s fee is brought by any person
or entity as a consequence of the transaction opitged hereby, then the party whose acts giveteisech claim shall indemnify and hold
harmless the other party against any loss, coskpense of any nature, including, but not limitedcburt costs and reasonable attornésess
arising as a consequence of the claim for a conomiss fee.

4. Representations and Warranties by Congultdonsultant has the power and authority to enterthis Agreement and perform its
obligations hereunder; the performance by Consutifits obligations hereunder does not and will violate any law; and neither this
Agreement nor the performance by Consultant adbigyations hereunder violates any agreement otracinto which Consultant is bound or
a party. This Agreement is binding upon and enfabte against Consultant in accordance with its $eand the person signing this
Agreement on behalf of Consultant is authorizeddao.

5. Indemnification As specifically provided for and limited herbyoi@Sultant shall protect, defend, hold harmless,iademnify
Comstock and its partners, affiliates, succes$miss, assigns, directors, officers, employeesagahts from and against all claims, actions,
liabilities, damages, losses, costs and expenselsiding court costs and attorneys’ fees) arisingad or incidental to the performance by
Consultant of any duties and obligations pursuamhis Agreement, or any breach by Consultant efrépresentations and warranties of
Consultant under this Agreement; provided, howethert, such indemnification shall be strictly limdtéo the actual damages suffered and
shall in no event exceed the total compensatiod paiComstock to Consultant hereunder. The foragmidemnification shall survive the
expiration or termination of this Agreement and pluechase and sale of any property or potentiaktetion for which Consultant has been
retained hereunder.

6. Term The fixed term of this Agreement (the “Fixed Té&yshall commence on January 1, 2007 and shallimeathrough June 30,
2007. Itis understood and agreed that Comstocktarayinate this Agreement without cause upon dgtigewritten notice thereof to
Consultant, whereupon the parties hereto shall havierther liability to each other, except for tieguirement in Section 2 hereof regarding
Comstock’s obligation to pay the Fixed-Term Coremiit-ee to Consultant through the expiration offixed Term. Upon the expiration of
the Fixed Term, the parties hereto may agree tnelxthe term of this Agreement on a month-to-mdatsis (the “Month-To-Month Term”).
The Month-To-Month Term may be terminated by eitbanrty hereto with or without cause immediately mpelivery of written notice
thereof from one party to the other. Unless otheeveigreed to in writing by the parties heretoféles charged by Consultant during the
Month-To-Month Term shall be the same as the Adddl Fees.
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7. NoticeAll notices and other communications hereunderl &leain writing and be deemed duly given if perdiyndelivered, telecopied
with proof of receipt, or sent by nationally recaggd overnight courier, or mailed by certified madturn receipt requested, postage prepaid:

If to Comstock: Comstock Homebuilding Companies |i
11465 Sunset Hills Road, Suite £
Reston, Virginia 2019
Attn: Christopher Clement
Telecopier (703) 7¢-1520

If to Consultant William P. Benster
928 Mackall Avenut
McLean, Virginia 2210:
Telecopier (703) 44-8714

The parties hereto shall be responsible for natifyéach other of any change of address.

8. AssignmentExcept for an assignment to an affiliate of Caukt the benefits hereunder are not assignabléthgreparty without the
written consent of the other party.

9. Construction of Agreement

a. This Agreement may be executed inrséweunterparts, each of which shall be deemeatigimal, but all of which shall constitute
one and the same instrument.

b. Titles to paragraphs and subparagraph$or convenience only and are not intendedrti br expand the covenants and obligations
expressed thereunder.

c. Time shall be of the essence with med¢a all terms and conditions of this Agreement.

d. This Agreement contains the entireeagrent among the parties hereto with respect teubject matter hereof. No change or
modification of this Agreement, or any waiver oétprovisions hereof, shall be valid unless sanire Wgiting and signed by the parties hen

e. Waiver of performance or satisfactibtimely performance or the satisfaction of anpdition, covenant, requirement, obligation or
warranty by one party shall not be deemed a wait/ére performance or satisfaction of any otherdition, covenant, requirement, obligat
or warranty unless specifically consented to irtingi.

f. This Agreement shall be construeddocoadance with the laws of the Commonwealth of Miiay without regard to its conflicts of
laws principles.
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g. Nothing contained herein is intendediake, nor be construed to make, Comstock andutansas partners or joint venturers.

h. If any term, covenant or conditiortlis Agreement or the application thereof to angt phall be invalid or unenforceable, the
remaining terms, covenants and conditions or cigtantes shall not be affected thereby, and eachdeall be valid and enforceable to the
fullest extent permitted by law.

i. In the event any party is requireddsort to litigation to enforce its rights hereundke parties hereto agree that any judgment
awarded to the substantially prevailing party shdlude all litigation expenses, including readurattorneys’ fees and costs. The parties
hereto hereby consent to the jurisdiction of thee@t Court of Fairfax County with regard to angydation arising out of this Agreement, and
hereby waive their right to a jury trial.

WITNESS the following signatures and seals:
COMSTOCK:

COMSTOCK HOMEBULDING COMPANIES,
INC.,
a Delaware corporation, Manager

By: /s/ Christopher Clement¢
Christopher Clement:
Chief Executive Officer

CONSULTANT:

By: /s/ Willaim P. Bensten
William P. Bensten
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Exhibit 10.51

LOAN MODIFICATION AGREEMENT

THIS LOAN MODIFICATION AGREEMENT (this “Agreemnt” or this “Modification”) is made as of the day of December,
2006, by and among: (§IGHLAND AVENUE PROPERTIES, LLC, a Georgia limited liability company (the “Borrowgr’(b)
COMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (“Guarantor”) and BANK OF AMERICA, N.A., a
national banking association, its successors ard&gns (“Lender”).

RECITALS:

WHEREAS, pursuant to the terms of that certaind Acquisition and Development Agreement datedfaMay 2, 2005, by and between
Borrower and Lender (as the same may be amendezlyeel, supplemented or restated from time to ttheeLoan Agreement”), Lender
made a loan (the “Loan”) to Borrower in the oridimeaximum principal amount of Four Million Eight Hdred Fifty One Thousand Two
Hundred Thirty-Five and No/100 Dollars ($4,851,ZRY, as evidenced by that certain Promissory NatediMay 2, 2005 made by Borrower
payable to the order of Lender (as the same mayrtended, renewed, supplemented or restated froentdinime, the “Note”); and

WHEREAS, Borrower’s obligations under the Nate secured by, among other things, a Deed tor&&=bt and Security Agreement
dated as of May 2, 2005, from Borrower for the e Lender, and recorded among the land recofdaulton County, Georgia in the
Superior Court of Fulton County, Georgia on May@05 in Deed Book 39924 Page 32 (as the same mamberded, renewed, suppleme;
or restated from time to time, the “ Deed to Seélreovering certain real property and improvemeheseon located in Fulton County
Georgia and more particularly described therein@mé&xhibit Aattached hereto (collectively, thBroperty”): and

WHEREAS, Borrower’s obligations under the Nate guaranteed by Guarantor pursuant to a Guafayigement dated February 10,
2006 which guarantees the Loan together with eedtier Loans made by Lender (the “Other Guaranteaas”) (as the same may be
amended, renewed, supplemented or restated froentéirtime, the “ Guarantf); and

WHEREAS, in consideration of Lender enteringpithis Modification, and because some of Othear@nteed Loans haveen satisfied i
full, the Guarantor has agreed to execute a newaatiaAgreement simultaneously with the executibthis Agreement.

WHEREAS, the outstanding principal balanceairttie Loan as of the date hereof is Four MillieamoTHundred Seventy Seven Thousand
Six Hundred Nine and 99/100 Dollars ($4,277,609.99)

WHEREAS, Borrower’s obligations under the Natel the other Loan Documents (hereinafter defineglhereinafter collectively called
the “ Obligations’; the Note, the Deed to Secure, the Loan AgreembatGuaranty and all other documents previousiy or hereafter
executed and delivered to evidence, secure, gusant in connection with, the Obligations, asghme may from time to time be renewed,
extended, amended, supplemented or restated, i@iediter collectively called the “ Loan Documehtnd all liens, security interests,
assignments, superior titles, rights, remedies,goswequities and priorities securing the Noterowigling recourse to Lender with respect
thereto are hereinafter collectively called theéns”; and
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WHEREAS, at the request of the Borrower, teader has agreed to modify the Loan to (i) modéstain payment terms of the Loan; and
(i) make certain other changes to the Loan Documas set forth herein.

NOW, THEREFORE, in consideration of the sunTeh Dollars ($10.00) and other good and valuabtesitleration, the receipt and
sufficiency of which are hereby acknowledged bypailtties, the parties agree as follows;

1. Recitals.The recitals set forth above are a material pattiisfAgreement. Borrower acknowledges and affitnesaccuracy of the
recitals set forth above.

2. Definitions. All capitalized terms herein, unless otherwise medi herein, shall have the same meaning ascribsattoterms as in the
Loan Documents.

3. Madification to Bellemeade Loan, the Atlanta Hmes Loan and Fifteen Million Dollar Comstock Loan. Simultaneously with the
execution of this Agreement (i) Comstock Bellemead€. and Guarantor shall execute that certaistEioan Modification Agreement in
connection with that certain loan originally madellender to Comstock Beltemeade, L.C. in the odfprincipal amount of Forty-Six
Million Seven Hundred Twenty-Five Thousand and N@/Dollars ($46,725,000.00) (as the same has heended, renewed, supplemented
or restated from time to time, the “Bellemeade L'dp&i) Comstock Homes of Atlanta, LLC, Comstock fes of Myrtle Beach, LLC
(formerly known as Parker-Chandler Homes/South [B&poLLC) and Guarantor shall execute that certaian Modification Agreement in
connection with that certain loan originally madellender to Comstock Homes of Atlanta, LLC (fornydthown as PCH Development, LL
which is successor by merger to Parker Chandlerdsomnc.) in the original principal amount of Sewitlion Five Hundred Thousand and
No/100 Dollars ($7,500,000.00) (as the same has deended, renewed, supplemented or restated fimertad time, theé‘Atlanta Homes
Loan”) and (iii) Guarantor shall execute that certaintHigan Modification Agreement in connection withatttertain loan originally made
Lender to Guarantor in the original principal ambohFifteen Million and No/100 Dollars ($15,000@00) (as the same may be amended,
renewed, supplemented or restated from time to, tihee“Fifteen Million Dollar Comstock Loan”).

4. Loan Agreement.

a. Exhibit A; Section 3. Section 3 of Exhibit A to the Loan Agreement slialdeleted in its entirety and replaced with tHie¥ang:

“All of the Obligations, including (without limitadn) all outstanding principal, accrued and unpaidrest, outstanding late charges, un
fees, and all other amounts outstanding under tte Bind the other Loan Documents are due and payahill on May 1, 2007 (the “
Maturity Date”). Notwithstanding the foregoing, Borrower may@alé extend the Maturity Date to May 1, 2008 (tEstension Perigt)
provided that; (i) prior to the commencement of ixtension Period, no Default has occurred and irsnancured under (a) this Loan or
(b) that certain loan originally made by LendeCmmstock Bellemeade, L.C. in the original principgaiount of Forty-Six Million Seven
Hundred Twenty-Five Thousand and No/100 Dollar$(%25,000.00) (as the same has been amended, ikrevpplemented or restated
from time to time, the “Bellemeade Loan”) or (catltertain Loan Modification Agreement in connegtigith that certain loan originally
made by Lender to Comstock Homes of Atlanta, LL&@r(ferly known as PCH Development, LLC which is ®ssor by merger to Parker
Chandler Homes, Inc,)

Bank of America — Comstock Highland Modification

Page 2




(in the original principal amount of Seven Milli¢iive Hundred Thousand and No/100 Dollars ($7,500{@) (as the same has been
amended, renewed, supplemented or restated froenttirtime, the “Atlanta Homes Loan”) or (d) thatte& loan originally made by
Lender to Comstock Homebuilding Companies, In¢h&original principal amount of Fifteen Million @™No/100 Dollars
($15,000,000.00) (as the same may be amended, ednsupplemented or restated from time to time; Eigeen Million Dollar Comstoc
loan”); and (ii) the Borrower pays an extensiontieéender in an amount equal to one half of orreqra (0.50%) of the sum of the then
outstanding Loan amount for each year in whichLth@n remains outstanding, which extension fee rhegiaid by Borrower to Lender in
immediately available funds; and (iii) Borrower gap Lender, immediately upon demand, the cost@fippraisal ordered by Lender in
connection with Modification; and (iv) on or befalanuary 1, 2007, Borrower provides Lender withttemi notice that Borrower elects to
extend the Maturity Date for the Extension Perigach election in accordance with the terms herealf be referred to as the * Extension

Option™).”
b. Exhibit A; Section 8.Section 8 of Exhibit A to the Loan Agreement shualdeleted in its entirety.
c. Exhibit A; Section 9.Section 9 of Exhibit A to the Loan Agreement stualdeleted in its entirety and replaced with tHie¥dng:

“Each lot will be released upon payment of the greaf: (i) Two Hundred Two Thousand One Hundred@fyiSix and No/100 Dollars
($202,136.00 ) or (ii) ninety percent (90%) of the complete” per lot value based on an appraat#factory to Lender in Lender’s sole
discretion.” No lot shall be released prior to iptef a copy of the final plat approved by the @tuand the Lender and recorded.”

d. Exhibit A: Section 12.The following language shali be added to Sectionfl2xhibit A to the Loan Agreement:

“Additionally, Borrower must submit to Lender (i)ithvin ten (10) days from the end of each month, thigrfinancial statements (all of
which financial statements must include a balahest income statement, sources and uses of fondsi¢h fiscal month, projected
sources and uses of funds for the coming monthijlddtlisting and description of all contingentiilities, tax returns, written verification
of liquidity and such other supporting scheduled documentation). All such financial statementdldimcertified as true and correct by
the Chief Financial Officer of Comstock Homebuilgi@ompanies, Inc. in a form acceptable to the Lemdall respects; and (ii) within
thirty (30) days from the end of each month a iedirent roll for the Property.”

5. PaymentsPayments of interest only shall continue to be @hek payable on the first day of each month. Frochadter the date here
Borrower must make all payments of any kind whateoedue by Borrower to Lender in connection with t.oan, via wire transfer of
immediately available funds, in accordance withwligng instructions attached hereto as Exhibit B.

6. Completion Budget and Scheduld.ender will fund the remaining balance of the Ldaa. $573,625.01) subject to the following

conditions:

() No advances shall be made if any default undet.ttam exists
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(i)  Borrower must deliver to Lender a Develogmh Loan Draw Schedule acceptable to Lender with eaquest for an advance in the
same form and detail previously provided by Borroimeconnection with the Loan together with invade substantiate such draw
request

(iii) Before Lender advances funds pursuant to a degwest Lender must receive a report from the insmeengineer, at Borrower’s
expense, confirming that the work for which paymisriieing requested pursuant to such draw reqassbéen satisfactorily
completed

(iv) Upon satisfaction of the conditions settlfioherein, Lender shall fund the requested advagaiepositing such amount into the
Borrower' s account maintained with Lender (i.e. account rem3268592963

After the remaining balance of the Loan is fundesl $573,625.01), Lender shall have no obligatmfund any further amount to Borrower.
In the event that the cost to complete the prageceeds the remaining balance of the Loan (i.e3$26.01) Borrower must fund the
deficiency.

7. Borrower's Representations and WarrantiesThe Borrower hereby reaffirms all of representatiand warranties set forth in the
Loan Documents, and further represents and warthats(a) the Borrower is the sole legal and biers@fowner of the Property; (b) the
execution and delivery of this Agreement does ootr@avene, resulting in a breach of, or constituteefault under, any deed of trust, loan
agreement, indenture or other contract or agreetnemhich Borrower is a party or by which Borrowerany of its properties may be bound
(nor would such execution and delivery constitutehsa default with the passage of time or the givihnotice or both), and does not violate
or contravene any law, order, decree, rule, reguiair restriction to which Borrower or the Propes subject; (c) this Agreement constitutes
the legal, valid and binding obligations of Borravemforceable in accordance with its terms; (d)akecution and delivery of, and
performance under, this Agreement are within Boemdsvpower and authority without the joinder or sent of any other party and have been
duly authorized by all requisite action, and arein@ontravention of any law, or of any indenturgreement or undertaking to which
Borrower is party or by which it is bound; (e) teeexists no default under the Note or any othem . Document; (f) there are no offsets,
claims or defenses with respect to the Obligatians; (g) Borrower is duly organized and legallyséirg under the laws of the state of its
organization and is duly qualified to do businesthe state of Georgia. The Borrower further repmés and warrants that, except as disclosed
in public filings, there is no suit, judicial or mdhistrative action, claim, investigation, inquiproceeding or demand pending (or, to
Borrower’s knowledge, threatened) against (i) Baenq or against any other person liable directlyndirectly for the Obligations, or
(i) which affects the Property or the Borrowelitietto the Property, or (iii) which affects thelidity enforceability or priority of any of the
Loan Documents. Borrower agrees to indemnify arld tiee Lender harmless against any loss, claim demability or expense (including,
without limitation, attorneysfees) incurred as a result of any representatiamaoranty made by Borrower herein which provesdaibtrue o
inaccurate in any respect, and any such occurrgmaéconstitute a default under the Loan Documents

8. Renewal: Lien Continuation; No NovationBorrower hereby renews the Obligations and prontisggy and perform all Obligations
as modified by this Agreement. The Liens are herakified and confirmed as valid, subsisting andttwing to secure the Obligations, as
modified hereby. Nothing herein shall in any mandietinish, impair, waive or extinguish the Noteg tBbligations or the Liens, The
execution and delivery of this Agreement shall canistitute a novation of the debt evidenced andrseicby the Loan Documents.
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9. ExpensesBorrower shall pay all costs and expenses and rgisebl_ender for any and all expenditures of evegracter incurred or
expended from time to time, regardless of whethaefault shall have occurred, in connection withtiié&s Agreement; (b) the restructuring of
the Loan which has occurred previous to and simattasly with the execution of this Agreement; (@ issuance by Lender at any time
(including any time prior to the execution of tligreement) of any default letters or standstilidet or correspondence of any kind to
Borrower in connection with the Loan; (d) the ewaian, monitoring and protection of the Propertysuant to rights given in the Loan
Documents or by law; and (e) the creation, perb@ctir realization upon the Liens, and all costs exjgtenses relating to Lender’s exercise of
any of its rights and remedies under any of thenLDacuments or at law, including, without limitaticall filing fees, taxes, brokerage fees
and commissions, title review and abstract feegrdation and transfer taxes, Uniform Commercial€search fees, other fees and expense
incident to title searches, reports and securiigrests, escrow fees, attornéyses, legal expenses, court costs, fees and expersered in
connection with any complete or partial liquidatimithe Property, and all fees and expenses foipanfssional service relating to the
Property or any operations conducted in conneatiitim it; provided,however, no right or option granted by Borrowetémder or otherwise
arising pursuant to any provision of this or anyestdocument shall be deemed to impose a duty nddreo supervise, monitor or protect
any aspect of the Property or any operations cdedun connection with it.

10. Authorization. At the time of execution of this Modification, Bower shall, if and to the extent requested by Lendigiver to
Lender (a) the opinion of Borrower’s counsel datezidate hereof, in form and substance satisfattorgnder, that this Agreement has been
duly authorized, executed and delivered by Borroavet the Guarantor and is binding on, and enfoteesdminst, the Borrower and the
Guarantor in accordance with its terms; and (bhsather evidence of due authorization and executjothe Borrower and the Guarantor as
the Lender may require.

11. Further Assurances.The Borrower agrees to execute and deliver to greder, promptly upon request from Lender, suchtizahdil
documents as may be necessary or appropriate sogonate the transactions contemplated hereinperfect, or continue the perfection of,
the Liens.

12. No DefensesBorrower and Guarantor, as the case may be, epobsant and warrant that they (individually andezgively) have nc
claims, actions, causes of action, defenses, calait®as or setoffs of any kind or nature which tlvay assert against Lender in connection
with the making, closing, administration, collectior enforcement by Lender of the Loan Documehtis,Agreement or any related
agreements.

13. Default Under Peed to Securéf Borrower shall fail to keep or perform any oktthovenants or agreements contained herein or in
any of the Loan Documents, or if any statementiesgntation or warranty contained herein is fatgsleading or erroneous in any material
respect, Borrower shall be deemed to be in detader the Deed to Secure and Lender shall beeshtl its option to exercise any and all of
the rights and remedies granted pursuant to the Be8ecure, as amended hereby, or any other LoanrBent or to which Lender may
otherwise be entitled, whether at law or in equity.
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Lender shall be fully subrogated to all of the tigbf the person or entity receiving such paymant; amounts owing by Borrower to Lender
pursuant to this provision or any other provisidnhis Agreement shall automatically and withoutio® constitute a portion of the
Obligations evidenced by the Note secured by thedDe Secure and the other Loan Documents, andugtesd by the Guarantors under the
Guaranty. The amount and nature of any such expertséhe time when paid shall be fully establishedhe affidavit of Lender or any of
Lender’s officers or agents.

16. Release of LendetJpon execution of this Agreement, Borrower and @otor each hereby releases, remises and foreadradges
Lender, its employees, officers, directors, comsult, advisors, participants, agents and affilideectively, the “ Lender Parti€} from any
and all causes of actions, suits, debts, claimsdantands whatsoever arising prior to executiomisfAgreement in law or in equity due to
any action taken or omitted be taken by any ofL.ttxeder Parties in connection with the Loan, theaAth Homes Loan, the Bellemeade Loan,
the Fifteen Million Dollar Comstock Loan or any ettpotential transaction between Guarantor (oradfijate of Guarantor) and Lender that
may have been discussed with Lender but not consiean

17. MiscellaneousTo the extent of any conflict between the Noteaay earlier modification of it) and this Modificati, this
Modification shall control. Except as hereby exghgsnodified, all terms of the Note and all otheradn Documents (as any of them may have
been previously modified by any written agreemeatain in full force and effect. This Agreementghall bind and benefit the parties he
and their respective heirs, beneficiaries, adnmatists, executors, receivers, trustees, succeandrassigns (provided, however, no party ¢
than the Lender shall assign its rights hereundirowt the prior written consent of the Lender)) ifay be modified or amended only by a
writing signed by the Lender and the Borrower;SE)JALL BE GOVERNED BY (INCLUDING BUT NOT LIMITED TOITS VALIDITY,
ENFORCEMENT AND INTERPRETATION) THE LAWS OF THE ST OF GEORGIA AND UNITED STATES FEDERAL LAW;
(d) may be executed in several counterparts, arttidparties hereto on separate counterparts,astdaunterpart, when executed and
delivered, shall constitute an original agreemafbvreeable against all who signed it without pratrt of or accounting for any other
counterpart, and all separate counterparts shadititote the same agreement; and (e) embodiestite agreement and understanding
between the parties with respect to modificatiohdazuments provided for herein and supersedgwiall conflicting or inconsistent
agreements, consents and understandings relatwgtosubject matter. “Borrower” shall includethieir individual capacities and jointly, all
parties hereinabove named as the Borrower. Thesjutovenants, conditions, obligations, and waigarmf the Borrower in this Agreement
shall be joint and several obligations of the Bareo and, if more than one, of each party namea &8thrrower hereinabove, and each such
party’s heirs, legal representatives, successasaasigns. If any Borrower is a corporation, paghi or other legal entity, the Borrower and
the person or persons signing for it representveandant to the Lender that this Agreement is dulgcaited, acknowledged and delivered by
the Borrower’s duly authorized representatives. kéiver used herein, the singular number shall irecthée plural and the plural the singular,
and any gender shall be applicable to all genddrs.use of the words “herein”, “hereof, “hereundamd other similar compounds of the w
“here” shall refer to this entire Modification andt to any particular section, paragraph or provisirhe headings in this Modification shall
be accorded no significance in interpreting it.
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18. Financing StatementsBorrower authorizes the Lender, from time to time aithout expense to the Lender, to file in sutihdg
office or offices as the Lender may select, angiiting statements and extensions, renewals or aneerid thereof, naming the Borrower as
debtor and several obligations of the Borrower d@naiore than one, of each party named a the Bagrdwereinabove, and each such party’s
heirs, legal representatives, successors and as#igmy Borrower is a corporation, partnershiptrer legal entity, the Borrower and the
person or persons signing for it represent andamato the Lender that this Agreement is duly elegtuacknowledged and delivered by the
Borrower’s duly authorized representatives. Wheneged herein, the singular number shall inclugeptiaral and the plural the singular, and
any gender shall be applicable to all genders.udeeof the words “herein”, “hereof, “hereunder” alder similar compounds of the word
“here” shall refer to this entire Modification andt to any particular section, paragraph or provisirhe headings in this Modification shall
be accorded no significance in interpreting it.

18. Financing StatementsBorrower authorizes the Lender, from time to time avithout expense to the Lender, to file in suthg
office or offices as the Lender may select, angiiting statements and extensions, renewals or aneerid thereof, naming the Borrower as
debtor and in such form as the Lender may reqinrerder to further evidence or perfect Lendersusiy interests granted pursuant to the
Loan Documents.

19. Notices.All natices, in connection with the Loan addressetender, shall hereinafter be sent to Lendenefdllowing address:

Lender:

Norman Trepne

Bank of America, N.A.
187 Danbury Road
Wilton, CT 06897

Fax (203) 423-4003

with a copy to:

Bank of America, N.A.

Attn: Loan Administration; Ladreda Spencer
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Kathie Hatton
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Friedlander, Misler, Sloan, Kletzkin & Ochsman, RLL
Attn: David M. Astrove

1101 17 Street, NW, Suite 700

Washington, DC 20036
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[signatures to follow]
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EXECUTED ON THE DATE OR DATES OF THE ACKNOWLEEMENTS HEREOF, BUT EFFECTIVE AS OF THE DATE FIRST
STATED IN THIS AGREEMENT.

WITNESS: BORROWER:

HIGHLAND AVENUE PROPERTIES, LLC, a
Georgia limited liability compan

/s/ Joey Manahan
Print Name: Joey Manahan By: Comstock Homebuilding Companies, Inc, a
Delaware corporation, Manag

By: /s/ Christopher Clemen
[SEAL] Print Name: Christopher Clemer
Print Title: CEO

WITNESS:

/s/ Bruce Labovit:

Print Name: Bruce Labovil
[SEAL]

COMMONWEALTH OF VIRGINIA)
)ss:
COUNTY OF Fairfax

I, Kelly L. Wyche, a Notary Public in and for théoeesaid said jurisdiction, do hereby certify tizdtristopher Clemente, who is personally
well known to me as (or satisfactorily proven to tade) the person who signed the foregoing instnirexecuted this 28 day of December,
2006, personally appeared before me in said jutisdi and acknowledged that he is the CEO of COMSK®IOMEBUILDING
COMPANIES, INC. which is the Manager BiGHLAND AVENUE PROPERTIES, LLC, a Georgia limited liability company which is a
party to the foregoing instrument; that he has lthéy authorized to execute and deliver the foreganstrument for the purposes therein
contained and that the same is his act and deetharatt and deed 6flGHLAND AVENUE PROPERTIES, LLC, a Georgia limited
liability company.

IN WITNESS WHEREOF, | have set my hand andaat Seal, this 28 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)

My Commission expires: -30-08

[signatures continue on the next page]
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WITNESS: LENDER:

BANK OF AMERICA, N.A.

Print Name
[SEAL]
By:
WITNESS:
Print Name Print Name:
[SEAL] Print Title:

COMMONWEALTH OF FLORIDA )
) ss:
COUNTY OF HILLSBOROUGH )

l, , a Notary Public in and for the aforesaid saidspliction, do hereby certify that

, who is personally well known to me as (or satigfely proven to me to be) the person who sigrex
foregoing instrument executed this day of , 2006, personally appeared before
me in said jurisdiction and acknowledged that hbés of BANK OF AMERICA, N.A. , a national
banking association; that he has been duly authdtiz execute and deliver the foregoing instrunfi@mnthe purposes therein contained and
that the same is his act and deed and the acteettlaf BANK OF AMERICA, N.A.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this day of , 2006.

(SEAL) Notary Public

My Commission expires

[signatures continue on the next page]
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WITNESS: GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES,
/sl Joey Manaha INC., a Delawar-corporation

Print Name: Joey Manahi
[SEAL]

WITNESS: By:

/sl Bruce Labovitz /sl Christopher Clemente

Print Name: Bruce Labovitz Print Name: Christopher Clemente
[SEAL] Print Title: CEO

COMMONWEALTH OF VIRGINIA )
)ss:
COUNTY OF Fairfax )

I, Kelly L. Wyche, a Notary Public in and fire aforesaid said jurisdiction, do hereby cettfifgt Christopher Clemente, who is personally
well known to me as (or satisfactorily proven to tade) the person who signed the foregoing instmirexecuted this 28 day of December,
2006, personally appeared before me in said jutigdi and acknowledged that he is the CE@OMSTOCK HOMEBUILDING
COMPANIES, INC., a Delaware corporation which is a party to thedoiag instrument; that he has been duly authoriaezkecute and
deliver the foregoing instrument for the purposes¢in contained and that the same is his act aed dnd the act and deedd®MSTOCK
HOMEBUILDING COMPANIES, INC., a Delaware corporation.

IN WITNESS WHEREOF, | have set my hand andaxat Seal, this 28 day of December, 2006.

/sl Kelly L.Wyche
Notary Public

(SEAL)
My Commission expires: -30-08

Bank of America — Comstock Highland Modification






Exhibit 10.52

AMENDED AND RESTATED GUARANTY AGREEMENT

THIS AMENDED AND RESTATED GUARANTY AGREEMENT (this“Guaranty” ) is made as of the __ day of Decem/42006,
by COMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (the “Guarantor”) in favbBANK OF AMERICA,
N.A., a national banking association (the “Lender”), &aduccessors and assigns.

RECITALS

WHEREAS, pursuant to the terms of a certain Land Acquisidod Development Agreement dated as of May 2, 200and between
Highland Avenue Properties, LLC, a Georgia limitiadbility company (the “Borrower”) and Lender (d®tsame may be amended, renewed,
supplemented or restated from time to time, theatLdgreement”), Lender made a loan (the “LoanBtorower in the original maximum
principal amount of Four Million Eight Hundred BifOne Thousand Two Hundred Thirty-Five and No/1@dld&s ($4,851,235.00), as
evidenced by that certain Promissory Note dated B&005 made by Borrower payable to the orderesfder (as the same may be amen
renewed, supplemented or restated from time to, tihee“Note”); and

WHEREAS, Borrower’s obligations under the Note are securedaimong other things, a Deed to Secure Debt andriBe Agreement
dated as of May 2, 2005, from Borrower for the b#wé Lender, and recorded among the land recofdaulton County, Georgia in the
Superior Court of Fulton County, Georgia on May@05 in Deed Book 39924 Page 32 (as the same mambeded, renewed, supplemel
or restated from time to time, the “ Deed to Seélreovering certain real property and improvemehesreon located in Fulton County
Georgia and more particularly described therein@mé&xhibit Aattached hereto (collectively, the “ Propeityand

WHEREAS, Borrower’s obligations under the Note and the ottman Documents (hereinafter defined) including, oot limited to, the
prompt and full payment and performance of the Ibel@gness and the other obligations in connectidin thie Loan as are hereinafter
collectively called the “ Obligation’s the Note, the Deed to Secure, the Loan Agreeraredtall other documents previously, now or heegaft
executed and delivered to evidence, secure, gusant in connection with, the Obligations, asghme may from time to time be renewed,
extended, amended, supplemented or restated, i@iaddfter collectively called the * Loan Documefitand all liens, security interests,
assignments, superior titles, rights, remedies,guemequities and priorities securing the Noterowiging recourse to Lender with respect
thereto are hereinafter collectively called theiéns”; and

WHEREAS, Borrower’s Obligations under the Note are guarahteeGuarantor pursuant to a Guaranty Agreemertdda¢bruary 10,
2006 (the “Original Guaranty”) which guaranteesltlhan together with certain other Loans made bydeeifthe “Other Guaranteed Loans”);
and

WHEREAS, Borrower has requested that Lender agree to mdugfy.oan to (i) modify certain payment terms of toan; and (ii) make
certain other changes to the Loan Documents derdltin a certain Loan Modification Agreement okea date herewith (the “Modification”
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WHEREAS, in consideration of Lender entering into the Madhifion, and because some of Other Guaranteed lhaaesbeen satisfied
in full, the Guarantor has agreed to execute a@aaranty Agreement simultaneously with the exeoutibthe Modification.

WHEREAS, it is intended that this Guaranty extend to therLaad all other amounts owing under any of the Libanuments, without
any need for any notice to the Guarantor of theingpkf advances under the Loan and without any feeany supplements or amendments
to this Guaranty or any other documentation toxsxeted by the Guarantor; and

WHEREAS, unless otherwise defined herein, all capitalizethseused herein shall have the meanings assigrteédnoin the Loan
Agreement.

WITNESSETH:

For good and valuable consideration, the pe@#id adequacy of which are hereby acknowledgetiaa a material inducement to the
Lender to enter into the Modification with the Bonrer, the Guarantor hereby amends and restat&riti@mal Guaranty as follows:

1. Guaranty of Payment.The Guarantor hereby unconditionally and irrevogalarantees to the Lender the punctual paymenhwhe
due, whether by scheduled payment date, upon rhatlapse of time, by acceleration of maturity otiherwise, and at all times thereafter, of
all principal, interest (including interest accrgiafter the commencement of any bankruptcy or uesaly proceeding by or against the
Borrower, whether or not allowed in such proceejjifegs, late charges, costs, expenses, indentioficamdebtedness (including, without
limitation, indemnification for environmental matsg, and other sums of money now or hereafter ddeoaving pursuant to (a) the terms of
the Note, the Loan Agreement, the Deed to Secutean and all other Loan Documents, now or hereaftisting, and specifically including
any and all advances made by the Lender underdha Documents from sources other than the Loanirdekst on such advances, and
(b) all renewals, extensions, increases, refingsimodifications, supplements or amendments tb gwtebtedness, or any of the Loan
Documents, or any part thereof (such indebtedneissg) thereinafter collectively called the “Indebteds”). This Guaranty covers all amounts
outstanding under the Loan (the “Indebtedness”gtivr presently outstanding or arising subsequettitet date hereof, whether or not
presently contemplated by the Guarantor, the Bagraw the Lender, and whether or not the same bkalcurred after satisfaction, payment
or reduction of any previous Indebtedness, inclgdilh amounts advanced and/or readvanced by thédren stages or installments. The
guaranty of the Guarantor as set forth in thisi®eds a continuing guaranty of payment and notiargnty of collection.

2. Guaranty of Performance.The Guarantor additionally hereby unconditionaltyl arrevocably guarantees to the Lender the timely
performance of all other obligations of the Borrowader all of the Loan Documents, including withbenitation, completion of the
Improvements and compliance with all covenantsndigg environmental matters.

3. Primary Liability of the Guarantor. This Guaranty is an absolute, irrevocable and uditional guaranty of payment and
performance. The Guarantor shall be liable forgagment and performance of the Obligations, afostt in this Guaranty, as a primary
obligor.
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This Guaranty shall be effective as a waiver ofl #tie Guarantor hereby expressly waives any amibalis to which the Guarantor may
otherwise have been entitled under any suretysiwg in effect from time to time, including any rigir privilege, whether existing under
statute, at law or in equity, to require the Lentdetake prior recourse or proceedings againstcaligteral, security or Person (hereinafter
defined) whatsoever. Upon the occurrence of: (§) @afault under the Loan, (ii) any reasonable deieation by the Lender that a material
adverse change has occurred in the financial dondiff the Guarantor, (jii) the dissolution or ihgency of Guarantor, subject to the
provisions of Section 4 below, or (iv) any transééassets of Guarantor without receiving fair eailn exchange therefor, the Indebtedness
shall be deemed immediately due and payable al#otion of the Lender, and the Guarantor shalljemand and without presentment,
protest, any notice whatsoever, pay the amountfireon to the Lender or perform or observe theeagent, covenant, term or condition, as
the case may be, and it shall not be necessatiiddrender, in order to enforce such payment diop@ance by Guarantor, first to institute
suit or pursue or exhaust any rights or remedieiagthe Borrower or others liable on the Obligiasi or for such performance, or to institute
suit or pursue or exhaust any rights or remedie@iagthe Borrower or Guarantor or other suretfdb® Obligations as contemplated by
applicable law or to enforce any rights against segurity that shall ever have been given to sether®bligations, or to join the Borrower or
any others liable for the payment or performancthefObligations or any part thereof in any actenforce this Guaranty, or to resort to
any other means of obtaining payment or performafitkee Obligations. The term “Person” as usedineskall mean all of the Borrower and
the Guarantor.

4. Representations, Warranties, and Covenants ofi¢ Guarantor. Guarantor hereby represents, warrants, and covetiaatt
(a) Guarantor will derive substantial benefit, difg or indirectly, from Lender entering into theollification with the Borrower and from the
making of this Guaranty by the Guarantor; (b) thisaranty is duly authorized and valid, and is bigdipon and enforceable against the
Guarantor; (c) the Guarantor is not, and the exacudelivery and performance by the Guarantohisf Guaranty will not cause the Guara
to be, in violation of or in default with respeotany law; (d) Guarantor is a duly organized, Jglakisting corporation in good standing
under the state of Delaware, is lawfully doing bess in the jurisdiction where it operates, andftthpower and authority to enter into and
perform this Guaranty; (e) except as may have bemtosed in public filings, there is not now perglagainst or affecting the Guarantor, |
to the knowledge of the Guarantor, is there thresdeany action, investigation, suit or proceedingr before any administrative agency
which if adversely determined would materially iritpar affect the Guarantor’s financial conditiol @l financial statements and information
heretofore furnished to the Lender by the Guarasidorand all financial statements and informatierehafter furnished to the Lender by the
Guarantor will, fully and accurately present theaficial condition of the Guarantor as of their dated the results of the Guarantor’s
operations for the periods therein specified, aimte the date of the most recent financial statésnaf the Guarantor heretofore furnished to
the Lender, except as heretofore disclosed in pfililigs, the Guarantor has not incurred any makdiability, direct or indirect, fixed or
contingent; (g) after giving effect to this Guangrthe Guarantor is solvent, is not engaged or etwoengage in business or a transaction for
which the property of the Guarantor is an unreaslynemall capital, and does not intend to incubelieves that it will incur debts that will |
beyond its ability to pay as such debts maturetii@)Lender has no duty at any time to investigaieform the Guarantor of the financial or
business condition or affairs of the Borrower oy ahange therein, and the Guarantor will keep fapipraised of the Borrowerfinancial an
business condition; (i) the Guarantor acknowledgebsagrees that the Guarantor may be requiredytamd perform the Obligations in full
without assistance or support from the Borroweairoy other Person; and (j) the Guarantor has reddudly understand the provisions
contained in the Loan Agreement,
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the Deed to Secure, and the other Loan Documeath, & which may be modified, extended, supplenttateextended from time to time
without notice to or consent from the Guarantor aittout affecting the obligations of the Guarantader this Guaranty.

The Guarantor’s representations, warrantigscanenants are a material inducement to the Letodemter into the other Loan Documents
and shall survive the execution hereof and any hantky, foreclosure, transfer of security or oteeent affecting the Borrower, the
Guarantor, any other party, or any security fooalany part of the Obligations.

5. Financial Information. The Guarantor shall furnish or cause to be furisbehe Lender upon request any financial statésen
Guarantor and any entity related to the Guarardotaining such information and in such form as legnday from time to time reasonably
determine, provided the obligations of the Guamnah&reunder have not already terminated.

Without limiting the generality of therégoing, the Guarantor shall furnish to the Lerfademncial statements as follows:

(a) as soon as available, but in no elatat than ninety (90) days after the close ofigisal year (but in no event earlier than the date
such financial statements must be submitted to owvental authorities), financial statements (alvbich financial statements may include,
as requested by the Lender, a balance sheet, instateenent, sources and uses of funds for suchl fisal/or calendar year, projected sources
and uses of funds for the coming year, detail@gthisand description of all contingent liabilitigax returns, written verification of liquidity
and such other supporting schedules and documamtatiich the Lender may request). All such finahsiatements shall be audited by a
certified public accountant acceptable to the Leimdall respects; and

(b) if requested by the Lender, withintyefive (45) days after the close of its quartdslysiness period (but in no event earlier than the
date such financial statements must be submittgdwernmental authorities), the financial staters¢atbe filed with applicable governmer
authorities.

6. Certain Agreements and Waivers by the Guarantar

(a) The Guarantor hereby agrees thabeethe Lender’s rights or remedies nor the Obiligat shall be released, diminished, impaired,
reduced or affected by any one or more of the falig events, actions, facts, or circumstances thadability of the Guarantor under this
Guaranty shall be absolute and unconditional ieespe of:

(i) any limitation of liability or recourse iany other Loan Document or arising under any law;
(ii) any claim or defense that this Guarangsvmade without consideration or is not supporteddequate consideration;
(iii) the taking or accepting of any other gety or guaranty for, or right of recourse withspect to, any or all of the Obligations;

(iv) any homestead exemption or other exemptiider applicable law;
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(v) any release, surrender, abandonment, egehalteration, sale or other disposition, submation, deterioration, waste, failure to
protect or preserve, impairment, or loss of, or tailyre to create or perfect any lien or secuintgrest with respect to, or any other
dealings with, any collateral or security at amgdiexisting or purported, believed or expectedkistén connection with any or all of the
Obligations, including any impairment of the Gudaats recourse against any Person or collateral;

(vi) whether express or by any operation of, lany full or partial release of the liability tfe Guarantor, the Borrower or any other
party hereunder or under any of the other Loan Dwnis;

(vii) the death, insolvency, bankruptcy, difiah dissolution, liquidation, termination, res@rship, reorganization, merger,
consolidation, change of form, structure or ownigrsbale of all assets, or lack of corporate, gasghip or other power of the Borrower,
Guarantor or any other party at any time liabletfigr payment or performance of any or all of thdigaiions;

(viii) either with or without notice to or ceant of the Guarantor, any renewal, extension, fitation or rearrangement of the terms of
any or all of the Obligations and/or any of the hddocuments, including, without limitation, matéwdterations of the terms of payment
(including changes in maturity date(s), interet#(s) and amortization) or performance or any otbens thereof, or any waiver,
termination, or release of, or consent to depafftora, any of the Loan Documents or any other gutgraf any or all of the Obligations,
any adjustment, indulgence, forbearance, or comig@that may be granted from time to time by theder to the Borrower, the
Guarantor, and/or any other Person at any timéelifv the payment or performance of any or alihaf Obligations;

(ix) any neglect, lack of diligence, delay,ission, failure, or refusal of the Lender to takgusecute (or in taking or prosecuting) any
action for the collection or enforcement of anytle# Obligations, or to foreclose or take or proseeuny action to foreclose (or in
foreclosing or taking or prosecuting any actioridiclose) upon any security therefor, or to exser¢or in exercising) any other right or
power with respect to any security therefor, otakee or prosecute (or in taking or prosecuting) actjon in connection with any Loan
Document, or any failure to sell or otherwise dspof in a commercially reasonable manner anytesdhsecuring any or all of the
Obligations;

(x) any failure of the Lender to notify the &antor of any creation, renewal, extension, regeement, modification, supplement,
subordination, or assignment of the Obligationarmy part thereof, or of any Loan Document, or of eelease of or change in any secu
or of any other action taken or refrained from betizken by the Lender against the Borrower or a&ayisty or other recourse, or of any
new agreement between the Lender and the Borrdwvizing understood that the Lender shall not lp@ired to give the Guarantor any
notice of any kind under any circumstances witpeesto or in connection with the Obligations, amg all rights to notice that the
Guarantor may have otherwise had being hereby wdiyehe Guarantor;

(xi) any refund of any payment by the Borroweany other party liable for the payment or perfance of any or all of the Obligatior

(xii) the existence of any claim, set-off,ather right that the Guarantor may at any time tegaanst the Borrower, the Lender (other
than pursuant to a final judgment), or any othes&e whether or not arising in connection witstGiuaranty or any other Loan
Document;
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(xiii) the unenforceability of all or any paot the Obligations against the Borrower, whetherduse the Obligations exceed the amount
permitted by law or violate any usury law, or besmthe act of creating the Obligations, or any teteof, is beyond the scope of powers
granted, or because the officers or Persons cgesdéime acted in excess of their authority, or beeati a lack of validity or enforceability
of or defect or deficiency in any of the Loan Do@nts, or because the Borrower has any valid defefem or offset with respect there
or because the Borrowsrbbligation ceases to exist by operation of lawhexause of any other reason or circumstancejriglbagreed th
the Guarantor shall remain liable hereunder regasdbf whether the Borrower or any other Persorfioared not liable on the Obligations,
or any part thereof, for any reason (and regardiéasy joinder of the Borrower or any other paryany action to obtain payment or
performance of any or all of the Obligations);

(xiv) any order, ruling or plan of reorganiost emanating from proceedings under Title 11 eflthnited States Code with respect to the
Borrower or any other Person, including any extemsieduction, composition, or other alteratiorthef Obligations, whether or not
consented to by the Lender; or

(xv) any failure to notify the Guarantor of,abtain the Guarantor’s consent to, the makinthefLoan or any advances thereunder.

(b) In the event that any payment byBberower or any other Person to the Lender is belebnstitute a preference, fraudulent transfer
or other voidable payment under any bankruptcyglirscy or similar law, or if for any other reasitve Lender is required to refund such
payment or pay the amount thereof to any otheypautch payment by the Borrower or any other prtyre Lender shall not constitute a
release of the Guarantor from any liability hereeménd this Guaranty shall continue to be effectivshall be reinstated (notwithstanding
any prior release, surrender or discharge by tmeléeof this Guaranty or of the Guarantor), ascéee may be, with respect to, and this
Guaranty shall apply to, any and all amounts son@éd by the Lender or paid by the Lender to amd®eeson (which amounts shall
constitute part of the Obligations), and any indepaid by the Lender and any reasonable attorriegs, costs and expenses paid or incurred
by the Lender in connection with any such evens the intent of the Guarantor and the Lender ttheobligations and liabilities of the
Guarantor hereunder are absolute and unconditioadr any and all circumstances and that untiCthlgations are fully and finally paid
and performed, and not subject to refund or disgment, the obligations and liabilities of the Guoa hereunder shall not be discharged or
released, in whole or in part, by any act or ocauee that might, but for the provisions of this Gurly, be deemed a legal or equitable
discharge or release of any of the Guarantor exaeptherwise set forth herein. The Lender sha#iri#gled to continue to hold this Guaranty
in its possession for a period of one year fromdhie the Obligations are paid and performed inafodl for so long thereafter as may be
necessary to enforce any obligation of the Guarargceunder and/or to exercise any right or rentédiie Lender hereunder.

(c) if acceleration of the time for paymhef any amount payable by the Borrower undemtbte or any other Loan Document is stayed
or delayed by any law or tribunal, all such amouwttsll nonetheless be payable by the Guarantoenradd by the Lender.
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7. Waiver of Trial by Jury; Consent to Jurisdiction. WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES’
AGREEMENT TO ARBITRATE ANY “DISPUTE” (FOR PURPOSES OF THIS SECTION, AS DEFINED IN THE “DISPUTE
RESOLUTION” SECTION) AS SET FORTH IN THIS NOTE, AGR EEMENT, OR GUARANTY, AS APPLICABLE, TO THE
EXTENT ANY “DISPUTE” IS NOT SUBMITTED TO ARBITRATIO N OR IS DEEMED BY THE ARBITRATOR OR BY ANY
COURT WITH JURISDICTION TO BE NOT ARBITRABLE OR NOT REQUIRED TO BE ARBITRATED, BORROWER AND
LENDER WAIVE TRIAL BY JURY IN RESPECT OF ANY SUCH “ DISPUTE” AND ANY ACTION ON SUCH “DISPUTE.” THIS
WAIVER IS KNOWINGLY, WILLINGLY AND VOLUNTARILY MADE BY BORROWER AND LENDER, AND BORROWER
AND LENDER HEREBY REPRESENT THAT NO REPRESENTATIONS OF FACT OR OPINION HAVE BEEN MADE BY ANY
PERSON OR ENTITY TO INDUCE THIS WAIVER OF TRIAL BY JURY OR TO IN ANY WAY MODIFY OR NULLIFY ITS
EFFECT. THIS PROVISION IS A MATERIAL INDUCEMENT FOR THE PARTIES ENTERING INTO THE LOAN
DOCUMENTS. BORROWER AND LENDER ARE EACH HEREBY AUTH ORIZED TO FILE A COPY OF THIS SECTION IN
ANY PROCEEDING AS CONCLUSIVE EVIDENCE OF THIS WAIVE R OF JURY TRIAL. BORROWER FURTHER
REPRESENTS AND WARRANTS THAT IT HAS BEEN REPRESENTED IN THE SIGNING OF THIS NOTE, AGREEMENT, OR
GUARANTY, AS APPLICABLE, AND IN THE MAKING OF THIS WAIVER BY INDEPENDENT LEGAL COUNSEL, OR HAS
HAD THE OPPORTUNITY TO BE REPRESENTED BY INDEPENDEN T LEGAL COUNSEL SELECTED OF ITS OWN FREE
WILL, AND THAT IT HAS HAD THE OPPORTUNITY TO DISCUS S THIS WAIVER WITH COUNSEL.

The Guarantor irrevocably submits tortbaexclusive jurisdiction of any state or fedemlit sitting in the Jurisdiction of Choice over
any suit, action or proceeding arising out of,eating to, this Guaranty, and irrevocably agrées &ll claims in respect of such action or
proceeding may be heard and determined in suoh atdederal court. The Guarantor irrevocably wajie the fullest extent permitted by
law, any objection that the Guarantor may now aeafter have to the laying of venue of any such agtion or proceeding brought in any
such court, and any claims that any such suitpadi proceeding is brought in an inconvenientror&inal judgment in any such suit, action
or proceeding brought in any such court shall becksive and binding upon the Guarantor and magriberced in any court in which the
Guarantor are subject to jurisdiction, by a suttruguch judgment provided that service of procesdfected upon the Guarantor as provided
in the Loan Documents or as otherwise permittedgplicable law.

8. Dispute Resolution.

(a) _ArbitrationExcept to the extent expressly provided below, Rispute shall, upon the request of either partydétermined by bindir
arbitration in accordance with the Federal ArbitnatAct, Title 9, United States Code (or if not dpable, the applicable state law), the then-
current rules for arbitration of financial serviatisputes of the American Arbitration Associationany successor thereof (“AAA”) and the
“Special Rules” set forth below. “Dispute” meany @ontroversy, claim or dispute between or amomgpiirties to this Note, Agreement, or
Guaranty, as applicable, including any controvectaim or dispute arising out of or relating to {ais Note, Agreement, or Guaranty, as
applicable, (b) any other Loan Documents, (c) agted agreements or instruments, or (d) the tctiosacontemplated herein or therein
(including any claim based on or arising from deged personal injury or business tort). In thenéwd any inconsistency, the Special Rules
shall control. The filing of a court action is rintended to constitute a waiver of the right of Baver or Lender, including the suing party,
thereafter to require submittal of the Dispute rfaitaation.
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Any party to this Note, Agreement, or Guarantyapglicable, may bring an action, including a sumnmarexpedited proceeding, to compel
arbitration of any Dispute in any court having gdliction over such action. For the purposes ofDépute Resolution Section only, the terms
“party” and “parties” shall include any parent coration, subsidiary or affiliate of Lender involvedthe servicing, management or
administration of any obligation described in oidenced by this Note, Agreement, or Guaranty, aiicgble, together with the officers,
employees, successors and assigns of each ofrégofog.

(b) _Special Rules.

(i) The arbitration shall be conducted in &h$. state where real or tangible personal proptiateral is located, or if there is no such
collateral, in the City and County where Lenddpisated pursuant to its address for notice purpiwsttss Note, Agreement, or Guaranty,
as applicable.

(ii) The arbitration shall be administeredA%A, who will appoint an arbitrator. If AAA is undling or unable to administer or legally
precluded from administering the arbitration, oAH&A is unwilling or unable to enforce or legallygeluded from enforcing any and all
provisions of this Dispute Resolution Section, &ing party to this Note, Agreement, or Guarantyggdicable, may substitute another
arbitration organization that has similar procedueeAAA and that will observe and enforce any atighrovisions of this Dispute
Resolution Section. All Disputes shall be deterrdibg one arbitrator; however, if the amount in com¢rsy in a Dispute exceeds Five
Million Dollars ($5,000,000), upon the request of garty, the Dispute shall be decided by threératbrs (for purposes of this Note,
Agreement, or Guaranty, as applicable, referrezbtiectively as the “arbitrator”).

(iii) All arbitration hearings will be commeed within ninety (90) days of the demand for adiibn and completed within ninety
(90) days from the date of commencement; provitlediever, that upon a showing of good cause, thi&ratdr shall be permitted to
extend the commencement of such hearing for up edditional sixty (60) days.

(iv) The judgment and the award, if any, af #rbitrator shall be issued within thirty (30) daf the close of the hearing. The arbitrator
shall provide a concise written statement settorthfthe reasons for the judgment and for the awheshy. The arbitration award, if any,
may be submitted to any court having jurisdictiorbé confirmed and enforced, and such confirmadimh enforcement shall not be sub
to arbitration.

(v) The arbitrator will give effect to statatef limitations and any waivers thereof in deterimg the disposition of any Dispute and n
dismiss one or more claims in the arbitration anlihsis that such claim or claims is or are baffedpurposes of the application of the
statute of limitations, the service on AAA undepBgable AAA rules of a notice of Dispute is theudgalent of the filing of a lawsuit.

(vi) Any dispute concerning this arbitratioropision, including any such dispute as to thediglior enforceability of this provision, or
whether a Dispute is arbitrable, shall be deterthimgthe arbitrator; provided, however, that thaiteaitor shall not be permitted to vary
express provisions of these Special Rules or tlseRations of Rights in subsection (c) below.
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(vii) The arbitrator shall have the power teaad legal fees and costs pursuant to the terrttioNote, Agreement, or Guaranty, as
applicable.

(viii) The arbitration will take place on amdividual basis without reference to, resort tocamnsideration of any form of class or class
action.

(c) Reservations of Right&othing in this Note, Agreement, or Guarantyapplicable, shall be deemed to (i) limit the apgdbidity of
any otherwise applicable statutes of limitation angt waivers contained in this Note, Agreementoaranty, as applicable, or (ii) apply tc
limit the right of Lender (A) to exercise self hefpmedies such as (but not limited to) setoff,Byrtp foreclose judicially or nonjudicially
against any real or personal property collateralp @xercise judicial or nonjudicial power of sailghts, (C) to obtain from a court provisional
or ancillary remedies such as (but not limitedimjynctive relief, writ of possession, prejudgmattachment, or the appointment of a rece
or (D) to pursue rights against a party to thisdNdtgreement, or Guaranty, as applicable, in @tparty proceeding in any action brought
against Lender in a state, federal or internatiopatt, tribunal or hearing body (including actionspecialty courts, such as bankruptcy and
patent courts). Lender may exercise the rightéos#t in clauses (A) through (D), inclusive, befodeiring or after the pendency of any
arbitration proceeding brought pursuant to thise\ldigreement, or Guaranty, as applicable. Neitheekercise of self help remedies nor the
institution or maintenance of an action for forestice or provisional or ancillary remedies shallstiinte a waiver of the right of any party,
including the claimant in any such action, to agié the merits of the Dispute occasioning resostich remedies. No provision in the Loan
Documents regarding submission to jurisdiction angdénue in any court is intended or shall be aoest to be in derogation of the
provisions in any Loan Document for arbitratioraofy Dispute.

(d) Conflicting Provisions for Dispute Residu . If there is any conflict between the terms, ctinds and provisions of this Section and
those of any other provision or agreement for eabi@n or dispute resolution, the terms, conditiand provisions of this Section shall prevail
as to any Dispute arising out of or relating taliis Note, Agreement, or Guaranty, as applicdlijeany other Loan Document, (iii) any
related agreements or instruments, or (iv) thestation contemplated herein or therein (including elaim based on or arising from an
alleged personal injury or business tort). In atheosituation, if the resolution of a given Dispig specifically governed by another
provision or agreement for arbitration or dispugsalution, the other provision or agreement shralvail with respect to said Dispute.

(e) Jury Trial Waiver in ArbitrationBy agreeing to this Section, the parties irrebbgand voluntarily waive any right they may haweat
trial by jury in respect of any Dispute.

9. Attorneys Fees and Costs of CollectionThe Guarantor shall pay on demand all attornfses and all other costs and expenses
incurred by the Lender in the enforcement of ospreation of the Lender’s rights under this Guarafihe Guarantor’s obligations and
liabilities under this Section 9 shall survive grayment or discharge in full of the Obligations.

10. Term of Guaranty. This Guaranty shall continue in effect until stiche as the Obligations have been fully and finptid and
performed, except that, and notwithstanding anyrneof this Guaranty to the Guarantor, this Guarahgll continue in effect (a) with respect
to any of the Obligations that survive after expa or termination of the Loan, (b) with respeztll obligations and liabilities of the
Guarantor for indemnification and for the paymenalbcosts and expenses, as provided herein, @ras(provided herein with respect to
preferential, fraudulent or other voidable paymeantether transfers.
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11. Subordination. If, for any reason whatsoever, the Borrower i& mo hereafter becomes indebted to the Guarantor:

(a) such indebtedness and all interesetin and all liens, security interests and rigbts or hereafter existing with respect to property
of the Borrower securing same shall, at all tinbessubordinate in all respects to the Obligatiorsta all liens, security interests and rights
now or hereafter existing to secure the Obligatiamsl

(b) The Guarantor shall not be entitie@nforce or receive payment, directly or indingotif any such indebtedness of the Borrower to
the Guarantor until the Obligations have been fatig finally paid and performed. Notwithstanding fhregoing, the Guarantor may receive
payments upon close-out of any Project with regaildans made by the Guarantor to the owner ofsaigh Project, or with regard to loans
made to Borrower on behalf of the owner of any sRidject. Notwithstanding the foregoing, the Gusmamay receive payments from
Borrower in the form of salaries or shareholdem@mber dividends.

12. Subrogation.Notwithstanding anything to the contrary contaihedein (a) the Guarantor shall not have any riglsubrogation in or
under any of the Loan Documents or to participatany way therein, or in any right, title or intstrén and to any security or right of recourse
for the indebtedness, until the later of the datevhich the Indebtedness has been fully and finadlig, or the Loan has expired or been
terminated, and (b) if the Guarantor is or becoare$nsider” (as defined in Section 101 of the @diStates Bankruptcy Code) with respect
to the Borrower, then the Guarantor hereby irrefascand absolutely waives any and all rights oftdbation, indemnification,
reimbursement or any similar rights against ther®eer with respect to this Guaranty (including aigit of subrogation, except to the extent
of collateral held by the Lender), whether suchitsgarise under an express or implied contracyaperation of law. It is the intention of the
parties that the Guarantor shall not be deemee @ foreditor” (as defined in Section 101 of thateah States Bankruptcy Code) of the
Borrower by reason of the existence of this Gugramthe event that the Borrower or the Guarantardmes a debtor in any proceeding ui
the United States Bankruptcy code.

13. NoticesUnless specifically provided otherwise, any nofmepurposes of this Guaranty shall be given irtimgi or by telecopier
transmission and shall be addressed or deliverdteteespective addresses set forth at the erdsoGuaranty, or to such other address as
may have been previously designated by the interefg@gient by notice given in accordance with ®éction. If sent by prepaid, registerec
certified mail (return receipt requested), the cmshall be deemed effective when the receipgizesi or when the attempted initial deliver
refused or cannot be made because of a changeiiessdof which the sending party has not beeniedfiind if transmitted by telecopier or
personal delivery, the notice shall be effectiveewheceived. No notice of change of address shadffective except upon actual receipt.

14. Cumulative Rights.The exercise by the Lender of any right or remeglgtinder or under any other Loan Document, omvablain
equity, shall not preclude the concurrent or subsatiexercise of any other right or remedy. Thedegrshall have all rights, remedies and
recourses afforded to the Lender by reason ofGhigranty or any other Loan Document or by law aitgcpr otherwise, and the same shall
be cumulative and concurrent and are intended tarméshall be, nonexclusive. No waiver of any diéfan the part of the Guarantor or of
any breach of any of the provisions of this Guaramtof any other document shall be consideredigevaf any other or subsequent default
or breach, and no delay or omission in exercisingnforcing the rights and powers granted hereiim @any other document shall be constr
as a waiver of such rights and powers, and no eseeor enforcement of any rights or powers hereundander any other document shall be
held to exhaust such rights and powers, and ewsty Sght and power may be exercised from timetitmg.
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No provision of this Guaranty or any right, remexntyrecourse of the Lender with respect heretongrdefault or breach, can be waived,

can this Guaranty or the Guarantor be releasedsoharged in any way or to any extent, except $ijpadly in each case by a writing intended
for that purpose (and which refers specificallytis Guaranty) executed, and delivered to the Guaraby the Lender, except as otherwise
provided herein.

15. Disclosure of Information. The Lender may sell or offer to sell the Loan oiirgarest in the Loan to one or more assignees or
participants and may disclose to any such assignparticipant or prospective assignee or partitigay information the Lender has
pertaining to the Loan, the Obligations, this Ga&yaor the Guarantor. The Lender also may discémgesuch information to any regulatory
body having jurisdiction over the Lender and to aggnt or attorney of the Lender and in such atlreumstances and to such other partie
necessary or appropriate in the Lender’s reasoijatidgment.

16. Governing Law; Forum. This Guaranty is an agreement executed underasdits validity, enforcement, and interpretatismall
for all purposes be governed by and construeddordance with the laws of the state of GeofG@NFIRM] and applicable United States
federal law, and is intended to be performed iroed@nce with, and only to the extent permitteddugh laws. If the Guarantor is a
corporation, the designation “(SEAL)” on this Guasashall be effective as the affixing of Guarafg@orporate seal physically to this
Guaranty. All obligations of the Guarantor hereurate payable and performable at the place or platere the Obligations are payable and
performable. The Guarantor hereby irrevocably stdgenerally and unconditionally for the Guararaod in respect of the Guarantor’
respective property to the jurisdiction of any stedurt, or any United States federal court, gjttinthe state in which any of the Land is
located, over any suit, action or proceeding agisiat of or relating to this Guaranty or the Obligas. The Guarantor hereby irrevocably
waives, to the fullest extent permitted by law, atwection that the Guarantor may now or hereddése to the laying of venue in any such
court and any claim that any such court is an imeaient forum.

17. Counterparts. This Guaranty may be executed in multiple counteéspaach of which, for all purposes, shall be degiemn original,
and all of which together shall constitute one Hralsame agreement.

18. Miscellaneous This Guaranty embodies the entire agreement bettheebender and the Guarantor with respect to tteganty by
the Guarantor of the Obligations. This Guarantyessgdes all prior agreements and understandingsyjfwith respect to guaranty by the
Guarantor of the Obligations. This Guaranty maybemodified, amended or superseded except intengvgigned by the Lender and the
Guarantor referencing this Guaranty by its datespetifically identifying the portions hereof tteat to be modified, amended or superseded
This Guaranty is binding not only on the Guaranbar, also on the Guarantor’s heirs, personal reptasives, successors and assigns. If any
provision of this Guaranty or the application thefre any Person or circumstance shall, for angaaand to any extent, be declared to be
invalid or unenforceable, neither the remainingvpsions of this Guaranty nor the application oflspeovision to any other Person or
circumstance shall be affected thereby, and thairéng provisions of this Guaranty, or the appliigbof such provision to other Persons or
circumstances, as applicable, shall remain in €iad be enforceable to the maximum extent perdhiifeapplicable law.

19. Original Guaranty . Guarantor acknowledges that this Guaranty is ginesubstitution for, and amends, modifies and testaand a
amended, modified and restated, replaces the @ti@naranty.
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It is expressly understood and agreed that thig&@iyais given in replacement of the Original Gudiyaand that no obligations or liabilities
evidenced by the Original Guaranty shall be disgédy cancelled or impaired by the execution aniyelsl of this Agreement. To the extent
any of the terms of the Original Guaranty and @Gisranty conflict, the terms of this Guaranty \gitivern.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Guarantor duly executed and delivered this éntgr intending that it be an instrument under,sEabf

the date first written above.

WITNESS:

By: /s/ Bruce Labovit:

Print Name: Bruce Labovil
Print Title: CFO

(SEAL)

ADDRESS OF LENDER:

Bank of America, N.A

Attn: Loan Administration, Ladreda Speni
101 E. Kennedy Boulevard (7th Floc
Tampa, FL 3360.

Fax (813) 22-8322
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GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES
INC., a Delaware corporatic

By: /s/ Christopher Clemen

Print Name : Christopher Clemer
Print Title: CEO

ADDRESS OF GUARANTOR:

11465 Sunset Hills Roe

5thFloor

Reston, Virginia 2019

Attention: Mr. Christopher Clemen






Exhibit 10.53

LOAN MODIFICATION AGREEMENT

THIS LOAN MODIFICATION AGREEMENT (this “Agreemnt” or this “Modification”) is made as of the day of December,
2006, by and among: (&OMSTOCK HOMES OF ATLANTA, LLC, a Georgia limited liability company (“Comstock Atlaf) (formerly
known as PCH Development, LLC, a Georgia limitedility company (“PC Development”) which is sucaasisy merger to Parker Chandler
Homes, Inc., a Georgia corporation (“PC, Inc.”)) gODMSTOCK HOMES OF MYRTLE BEACH, LLC, a South Carolina limited liabilit
company (“Comstock Myrtle”) (formerly known #&ARKER-CHANDLER HOMES/SOUTH CAROLINA, LLC , a South Carolina
limited liability company (“PC South”)) (Comstocktlanta, PC, Inc., PC Development, Comstock Myrtid 8C South are hereinafter
collectively referred to as “Borrower”); (§OMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (“Guarantor”)
and (d)BANK OF AMERICA, N.A., a national banking association, its successoroaadsigns (“Lender”).

RECITALS:

WHEREAS, pursuant to the terms of that cerRéwvolving Master Loan Agreement dated as of Janiiar 2004, by and between Lender
and PC, Inc. (as the same may be amended, rensumgzlemented or restated from time to time, theafLdgreement”), Lender made a loan
(the “Loan”) to PC, Inc. in the original maximumimeipal amount of Seven Million Five Hundred Thoondand No/100 Dollars
($7,500,000.00), as evidenced by that certain Bstte Note dated January 16, 2004 made by PQpadyable to the order of Lender (as the
same may be amended, renewed, supplemented decelstam time to time, the “Note”); and

WHEREAS, pursuant to the terms of the Loane&gnent, the Loan is comprised of (i) a revolvingstauction loan in the maximum
principal amount of Five Million Five Hundred ana@M 00 Dollars ($5,500,000.00) (the “Revolving Figi) and (ii) a lot acquisition loan in
the maximum principal amount of Two Million and NGO Dollars ($2,000,000.00) (the “Acquisition Fagll).

WHEREAS, pursuant to the terms of a certaimifization to the Loan dated February 16, 2005,gthecipal amount of the Loan was
increased to a maximum principal amount of Tenibfilland No/100 Dollars ($10,000,000.00) wherebyRee&olving Facility was increased
to a maximum principal amount of Eight Million aMi/100 Dollars ($8,000,000.00) and the maximumagipal amount of the Acquisition
Facility remained Two Million and No/100 Dollars2$00,000.00).

WHEREAS, pursuant to the terms of a certaineAdment to Promissory Note and Other Loan Docunudated July 1, 2005, by and
between PC, Inc., PC South and Lender, PC Souttadded as a Borrower under the Loan.

WHEREAS, Borrower’s obligations under the Nate secured by, among other things, a Deed tor&&=bt and Security Agreement
dated as of January 16, 2004, from Borrower forefit of Lender, and originally recorded amahmg land records of Jackson County,
Georgia in the Superior Court of Jackson CountygrGia on February 4, 2004 in Deed Book 331 Page(8%he same may be amended,
renewed, supplemented or restated from time to #éintkas the same, as amended, has been subsegeenttied in the land records of
Jackson County, the “ Deed to Sect)recovering certain real property and improvemehtsreon located in Jackson County Georgia and
Paulding County, Georgia and more particularly dbed therein and on Exhibit Attached hereto (collectively, the “ Propebtyand
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WHEREAS, Borrower’s obligations under the Nate guaranteed by Guarantor pursuant to a Guafayigement dated February 10,
2006 which guarantees the Loan together with eedtier Loans made by Lender (the “Other Guaranteaas”) (as the same may be
amended, renewed, supplemented or restated froenttirtime, the “ Guarantf): and

WHEREAS, in consideration of Lender enteringpithis Modification, and because some of Othesr@nteed Loans have been satisfie
full, the Guarantor has agreed to execute a newaatiaAgreement simultaneously with the executibthis Agreement.

WHEREAS, the outstanding principal balanceainttie Loan as of the date hereof is Three Milkdre Hundred Five Thousand Two
Hundred Sixteen and 33/100 Dollars ($3,505,216c885isting of an outstanding principal balance uilde Revolving Facility in the amou
of Two Million Six Hundred One Thousand Six Hundfeifty Two and 33/100 Dollars ($2,601,652.33) andatstanding principal balance
under the Acquisition Facility in the amount of MiRlundred Three Thousand Five Hundred Sixty FodrQ24100 Dollars ($903,564.00).

WHEREAS, Borrower’s obligations under the Natel the other Loan Documents (hereinafter defineglhereinafter collectively called
the “ Obligations’: the Note, the Deed to Secure, the Loan AgreembatGuaranty and all other documents previousiy or hereafter
executed and delivered to evidence, secure, gusant in connection with, the Obligations, asghme may from time to time be renewed,
extended, amended, supplemented or restated, @iedféer collectively called theban Documents: and all liens, security interests,
assignments, superior titles, rights, remedies,guewequities and priorities securing the Noterowviging recourse to Lender with respect
thereto are hereinafter collectively called theiéns”: and

WHEREAS, at the request of the Borrower, teader has agreed to modify the Loan to (i) extéedMaturity Date of the Loan;
(if) modify the maximum principal amount of the lrgaand (iii) make certain other changes to the Libanuments as set forth herein.

NOW, THEREFORE, in consideration of the sunTeh Dollars ($10.00) and other good and valuabitesitleration, the receipt and
sufficiency of which are hereby acknowledged bypailtties, the parties agree as follows:

1. Recitals.The recitals set forth above are a material patthisfAgreement. Borrower acknowledges and affitinesaccuracy of the
recitals set forth above.

2. Definitions . All capitalized terms herein, unless otherwise medi herein, shall have the same meaning ascrib&gttoterms as in the
Loan Documents.

3. Madification to Bellemeade Loan, Highlands Loarand Fifteen Million Dollar Comstock Loan.Simultaneously with the execution
of this Agreement, (i) Comstock Bellemeade, L.Qi &@uarantor shall execute that certain First Loaxdification Agreement in connection
with that certain ioan originally made by LendeiComstock Bellemeade, L.C. in the original printigaount of Forty-Six Million Seven
Hundred Twenty-Five Thousand and No/100 Dollar$(%¥25,000.00) (as the same has been amended, ikrevpplemented or restated
from time to time, the “Bellemeade Loan”) (ii) Higimd Avenue Properties, LLC and Guarantor shaltetethat certain Loan Modification
Agreement in connection with that certain loan imad)y made by Lender to Highland Avenue Propertie<C in the original principal
amount of Four Million Eight Hundred Fifty One Thsand Two Hundred Thirty-Five and No/100 Dollars,8%4.,235.00) (as the same has
been amended, renewed, supplemented or restatedifne to time, the “Highlands Loan”)

Bank of America — Comstock Atlanta Homes Modifioati

Page 2




and (iii) Guarantor shall execute that certaintHisan Modification Agreement in connection withatlcertain loan originally made by Len
to Guarantor in the original principal amount oft€&n Million and No/100 Dollars ($15,000,000.083 the same may be amended, renewed,
supplemented or restated from time to time, th&&En Million Dollar Comstock Loan”).

4. Maturity. All of the Obligations, including (without limitadn) all outstanding principal, accrued and unpaidrest, outstanding late
charges, unpaid fees, and all other amounts oulisigmunder the Note and the other Loan Documehtd| ke due and payable in full on
November 15, 2007 (tt* Maturity Date”). All references to the Maturity Date containeédthe Loan Documents shall refer to the Maturity
Date as defined in this Agreement.

5. Amount of Loan.The Note and the Loan Documents are hereby ameandeduce the maximum aggregate principal amouitiwh
can be outstanding under the Loan to Nine Milliad &o0/100 Dollars ($9,000,000.00). As a result,rtfeximum principal amount of the
Revolving Facility portion of the Loan shall be awlillion Six Hundred Thousand and No/100 Doll¢ggg,600,00.00) and the maximum
principal amount of the Acquisition Facility ponti@f the Loan shall be One Million Four Hundred Tikand and No/100 Dollars
($1,400,000.00). Any reference in any of the Loartiiments to the maximum principal amount of therLoaNote being $7,500,000.00 or
$10,000,000.00 is hereby deleted in its entirety the amount $9,000,000.00 is substituted in lruwegof. Additionally, the Note and the Lc
Documents are hereby amended so that no furthenads shall be made under the Loan. Furthermam, dind after the date hereof, no
amounts paid by Borrower towards the outstandidgrize of the Loan can be reborrowed by Borrowesnt-and after the date hereof,
Borrower must make all payments of any kind whateoedue by Borrower to Lender in connection with t.oan, via wire transfer of
immediately available funds, in accordance withwligng instructions attached hereto as Exhibit B.

6. Loan Feeln consideration of Lender entering into this Machtion, Borrower shall pay to Lender, a loan esten fee in the amount
of one quarter of one percent (0.25%), which is alue payable on May 1, 2007.

7. Loan to Value Ratio. The Property shall have a required “Loan to Vala¢id? of not greater than eighty percent (80%)taf tas is”
value of the Property. If at any time after the ha@tosing, the loan-to-value ratio shall exceedrdwiired Loan to Value Ratio, based on
appraisals (to be engaged by Lender from timene tit the sole cost and expense of Borrower), wigigaisals shall be satisfactory to
Lender in all respects, in Lender’s sole, abscdute unreviewable discretion, the Borrower shall ediately make a principal curtailment
under the Loan so as to meet the Loan to Value.rati

8. Loan Agreement.
a. Article Il (t). Article Il (t) of the Loan Agreement is hereby dtdd in its entirety and replaced with the followin

“Each construction loan must be repaid in full nmenths from the date of the initial advance. Arieasions or renewals thereof shall be
in the Lender’s sole discretion. Borrower will egjuired after 180 days to reduce the loan amoueacii Lot Unit to an amount equal to
eighty percent (80%) of the lesser of: (i) the @sdlue of such Unit, which amount shall be deteadiby an appraisal or evaluation
satisfactory to Lender; or (ii) the contracted fhage price for the lot loan Unit. Borrower will tequired after 270 days to reduce the loan
amount on each Lot Unit to an amount equal to dgveercent (70%) of the lesser of: (i) the as-ikigaof such Unit, which amount shall
be determined by an appraisal or evaluation satisfiato Lender; or (ii) the contracted purchaseefor the lot / loan Unit.”
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b. Article 11l (s) . Article Il (s) of the Loan Agreement is herebgleted and replaced with the following:

“No later than 180 days prior to the Maturity Datee Lender will notify Borrower whether or not thender will renew the loan. In the
event the loan is not renewed at maturity, the @@er can continue starting houses until Augus?0B,7 and the lender will continue
funding on those houses.”

c. Article V. The following language shall be added to Articl&#ction “b™:

“Additionally, Borrower must submit to Lender (i)ithin ten (10) days from the end of each month, thigrfinancial statements (all of
which financial statements must include a balahes income statement, sources and uses of fondsi¢h fiscal month, projected
sources and uses of funds for the coming monthjlddtlisting and description of all contingenthlilities, tax returns, written verification
of liquidity and such other supporting scheduled documentation). All such financial statementdldecertified as true and correct by
the Chief Financial Officer of Comstock Homebuilgi@ompanies, Inc. in a form acceptable to the Lemdall respects and (ii) within
thirty (30) days from the end of each month a fiedirent roll for the Property; and”

9. Borrower’s Representations and WarrantiesThe Borrower hereby reaffirms all of representatiand warranties set forth in the
Loan Documents, and further represents and warthats(a) the Borrower is the sole legal and biers@fowner of the Property; (b) the
execution and delivery of this Agreement does ootm@vene, resulting in a breach of, or constitutiefault under, any deed of trust, loan
agreement, indenture or other contract or agreetoemhich Borrower is a party or by which Borrovwarany of its properties may be bound
(nor would such execution and delivery constitutehsa default with the passage of time or the givihnotice or both), and does not violate
or contravene any law, order, decree, rule, reguiair restriction to which Borrower or the Propyes subject; (c) this Agreement constitutes
the legal, valid and binding obligations of Borravemforceable in accordance with its terms; (d)akecution and delivery of, and
performance under, this Agreement are within Boadsvpower and authority without the joinder or sent of any other party and have been
duly authorized by all requisite action, and arein@ontravention of any law, or of any indenturgreement or undertaking to which
Borrower is a party or by which it is bound; (egith exists no default under the Note or any otleanLDocument; (f) there are no offsets,
claims or defenses with respect to the Obligatianst (g) Borrower is duly organized and legallyséirig under the laws of the state of its
organization and is duly qualified to do businesthe state of Georgia. The Borrower further repmés and warrants that, except as disclosed
in public filings, there is no material suit, ju@itor administrative action, claim, investigatianguiry, proceeding or demand pending (or, to
Borrower’s knowledge, threatened) against (i) Baen or against any other person liable directlyndirectly for the Obligations, or
(il) which affects the Property or the Borrowetlitéetto the Property, or (iii) which affects thelidity enforceability or priority of any of the
Loan Documents. Borrower agrees to indemnify arld tiee Lender harmless against any loss, claim demability or expense (including,
without limitation, attorneysfees) incurred as a result of any representatiamaoranty made by Borrower herein which provesdabtrue o
inaccurate in any respect, and any such occurrsmaléconstitute a default under the Loan Documents
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10. Renewal; Lien Continuation;No Novation. Borrower hereby renews the Obligations and prontisgsy and perform all
Obligations as modified by this Agreement. The kiane hereby ratified and confirmed as valid, silvgj and continuing to secure the
Obligations, as modified hereby. Nothing hereinlishaany manner diminish, impair, waive or extingjuthe Note, the Obligations or the
Liens. The execution and delivery of this Agreensdll not constitute a novation of the debt evigdehand secured by the Loan Documents.

11. ExpensesBorrower shall pay all costs and expenses and rgisell_ender for any and all expenditures of evearacter incurred or
expended from time to time, regardless of whethadgfault shall have occurred, in connection withtligs Agreement; (b) the restructuring of
the Loan which has occurred previous to and simatiasly with the execution of this Agreement; (@ tssuance by Lender at any time
(including any time prior to the execution of tigreement) of any default letters or standstilldet or correspondence of any kind to
Borrower in connection with the Loan; (d) the ewaian, monitoring and protection of the Propertysuant to rights given in the Loan
Documents or by law; and (e) the creation, perbectr realization upon the Liens, and all costs exjuknses relating to Lender’s exercise of
any of its rights and remedies under any of thenLbacuments or at law, including, without limitaticall filing fees, taxes, brokerage fees
and commissions, title review and abstract feegrdation and transfer taxes, Uniform Commerciad€search fees, other fees and expense
incident to title searches, reports and securiigrests, escrow fees, attorneys’ fees, legal exgsesurt costs, fees and expenses incurred in
connection with any complete or partial liquidatimithe Property, and all fees and expenses foipasfgssional service relating to the
Property or any operations conducted in connedtiidim it; provided,however, no right or option granted by BorroweLémder or otherwise
arising pursuant to any provision of this or anyestdocument shall be deemed to impose a duty nddreo supervise, monitor or protect
any aspect of the Property or any operations cdedun connection with it.

12. Authorization. At the time of execution of this Agreement, Borrowball, if and to the extent requested by Lendeliyver to Lender
(a) the opinion of Borrower’s counsel dated theedadreof, in form and substance satisfactory taleerthat this Agreement has been duly
authorized, executed and delivered by Borrowerthadsuarantor and is binding on, and enforceakdinayy the Borrower and the Guarantor
in accordance with its terms; and (b) such oth@ence of due authorization and execution by thedeer and the Guarantor as the Lender
may require.

13. Further AssurancesThe Borrower agrees to execute and deliver to gredkr, promptly upon request from Lender, suchtiatdil
documents as may be necessary or appropriate sogonate the transactions contemplated hereinperfect, or continue the perfection of,
the Liens.

14. No DefensesBorrower and Guarantor, as the case may be, epobsent and warrant that they (individually andestively) have no
claims, actions, causes of action, defenses, catlait®s or setoffs of any kind or nature which tlvey assert against Lender in connection
with the making, closing, administration, collectior enforcement by Lender of the Loan Documehts,Agreement or any related
agreements.
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15. Default Under Deed to Securdf Borrower shall fail to keep or perform any okthovenants or agreements contained herein or in
any of the Loan Documents, or if any statementeggntation or warranty contained herein is fatgsleading or erroneous in any material
respect, Borrower shall be deemed to be in detmder the Deed to Secure and Lender shall beeshatl its option to exercise any and all of
the rights and remedies granted pursuant to the Be8ecure, as amended hereby, or any other Loaardent or to which Lender may
otherwise be entitled, whether at law or in equity.

16. No Waiver by Lender.Borrower acknowledges and agrees that the execatitiis Agreement by the Lender is not intended no
shall it be construed as (a) an actual or implia@der of any, default under the Note, the Deedegiouge or any other Loan Document, or
(b) an actual or implied waiver of any conditionadrligation imposed upon the Borrower pursuanhtoNote, the Deed to Secure or any ¢
Loan Document, except to the extent, if any, sjeatifierein.

17. Borrower's Performance.lf Borrower should fail to comply with any of thgr@ements, covenants or obligations of the Borrower
under this or any other Loan Document, then LelideBorrower's name or in its own name) may, but is under n@gatbn to, perform ther
or cause them to be performed for the account ofddeer at Borrower’s sole expense. Any and all eges thus incurred or paid by Lender
shall be Borrower’s demand obligations to Lendet simall bear interest, from the date of Lenderimpent of any such obligation or expense
for Borrower’s account until the date on which Baver repays it to Lender, at the default rate tériest set forth in the Note. Upon making
any such payment or incurring any such expensejereshall be fully subrogated to all of the rightthe person or entity receiving such
payment. Any amounts owing by Borrower to Lenderspant to this provision or any other provisiorttaé Agreement shall automatically
and without notice constitute a portion of the @ations evidenced by the Note secured by the De&eture and the other Loan Documents,
and guaranteed by the Guarantors under the GuaifEmyamount and nature of any such expense artitbavhen paid shall be fully
established by the affidavit of Lender or any ohder’s officers or agents.

18. Release of LendetJpon execution of this Agreement, Borrower and @otor each hereby releases, remises and foreadradges
Lender, its employees, officers, directors, comsult, advisors, participants, agents and affilidelectively, the “ Lender Parti€} from any
and all causes of actions, suits, debts, claimsdantands whatsoever arising prior to executiomisfAgreement in law or in equity due to
any action taken or omitted be taken by any ofL.ttreder Parties in connection with the Loan, thehtigds Loan, the Bellemeade Loan, the
Fifteen Million Dollar Comstock Loan or any othestpntial transaction between Guarantor (or anyiai of Guarantor) and Lender that n
have been discussed with Lender but not consummated

19. MiscellaneousTo the extent of any conflict between the Noteglay earlier modification of it) and this Agreemethis Agreement
shall control. Except as hereby expressly modifadikerms of the Note and all other Loan Documéassany of them may have been
previously modified by any written agreement) remiaifull force and effect. This Agreement (a) $twhd and benefit the parties hereto and
their respective heirs, beneficiaries, administigtexecutors, receivers, trustees, successorasaighs (provided, however, no party other
than the Lender shall assign its rights hereundirowt the prior written consent of the Lender)) ifay be modified or amended only by a
writing signed by the Lender and the Borrower;SE)JALL BE GOVERNED BY (INCLUDING BUT NOT LIMITED TOITS VALIDITY,
ENFORCEMENT AND INTERPRETATION) THE LAWS OF THE ST OF GEORGIA AND UNITED STATES FEDERAL LAW;

(d) may be executed in several counterparts, arttidparties hereto on separate counterparts,astdaounterpart, when executed and
delivered, shall constitute an original agreemafbvreeable against all who signed it without prathrt of or accounting for any other
counterpart, and all separate counterparts shadititote the same agreement
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and (e) embodies the entire agreement and unddns¢abetween the parties with respect to modiftoatiof documents provided for herein
and supersedes all prior conflicting or inconsistggreements, consents and understandings retatsurh subject matter. “Borrower” shall
include, in their individual capacities and jointgll parties hereinabove named as the Borroweg.dihies, covenants, conditions, obligatis
and warranties of the Borrower in this Agreemeriidhe joint and several obligations of the Borrowaad, if more than one, of each party
named a the Borrower hereinabove, and each sutfiheirs, legal representatives, successors ssigras. If any Borrower is a corporation,
partnership or other legal entity, the Borrower #ml person or persons signing for it representveartdant to the Lender that this Agreement
is duly executed, acknowledged and delivered byBibvreower’s duly authorized representatives. Whenexsed herein, the singular number
shall include the plural and the plural the singudad any gender shall be applicable to all geaxdére use of the words “herein”, “hereof,
“hereunder” and other similar compounds of the winete” shall refer to this entire Agreement and not to pasticular section, paragraph
provision. The headings in this Agreement shathbeorded no significance in interpreting it.

20. Financing StatementsBorrower authorizes the Lender, from time to time aithout expense to the Lender, to file in sutihg
office or offices as the Lender may select, angiiting statements and extensions, renewals or aneerid thereof, naming the Borrower as
debtor and in such form as the Lender may reqinrerder to further evidence or perfect Lendersusity interests granted pursuant to the
Loan Documents.

21. Notices.All notices, in connection with the Loan addressetender, shall hereinafter be sent to Lendehefdllowing address:
Lender:

Norman Trepne

Bank of America, N.A.
187 Danbury Road
Wilton, CT 06897

Fax (203) 423-4003

with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Ladreda Spencer
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

Bank of America — Comstock Atlanta Homes Modifioati
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with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Kathie Hatton
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Friedlander, Misler, Sloan, Kletzkin & Ochsman, RLL
Attn: David M. Astrove

1101 17 Street, NW, Suite 700

Washington, DC 20036

Bank of America — Comstock Atlanta Homes Modifioati
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EXECUTED ON THE DATE OR DATES OF THE ACKNOWLEEMENTS HEREOF, BUT EFFECTIVE AS OF THE DATE FIRST
STATED IN THIS AGREEMENT.

WITNESS: BORROWER:

COMSTOCK HOMES OF ATLANTA, LLC, a
Georgia limited liability company (formerly knowrs a
PCH Development, LLC, a Georgia limited liability
company which is successor by merger to Parker
Chandler Homes, Inc., a Georgia corporat

By: COMSTOCK HOMEBUILDING COMPANIES

Inc., Manage
/sl Bruce Labovit: By: /s/ Christopher Clemen
Print Name: Bruce Labovit Print Name: Christopher Clemer

Print Title: CEO

[SEAL]
COMMONWEALTH OF Virginia )

) ss
COUNTY OF Fairfax )

I, Kelly L. Wyche, a Notary Public in and for théoeesaid said jurisdiction, do hereby certify tizdtristopher Clemente, who is personally
well known to me as (or satisfactorily proven to tode) the person who signed the foregoing inséninrexecuted this 28 day of December,
2006, personally appeared before me in said jwtigti and acknowledged that he is the CEO of COMSK®IOMEBUILDING
COMPANIES, INC., a Delaware corporation which is ttianager otCOMSTOCK HOMES OF ATLANTA, LLC , a Georgia limited
liability company (formerly known as PCH Developmdrl C, a Georgia limited liability company which successor by merger to Parker
Chandler Homes, Inc., a Georgia corporation) wisch party to the foregoing instrument; that he been duly authorized to execute and
deliver the foregoing instrument for the purposes¢in contained and that the same is his act eaed dnd the act and deedd®MSTOCK
HOMES OF ATLANTA, LLC , a Georgia limited liability company.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this 28 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)
My Commission expires: -30-08

[signatures continue on the next page]
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WITNESS: BORROWER:

COMSTOCK HOMES OF MYRTLE BEACH,

LLC,

a South Carolina limited liability company (formerl
known as Parker-Chandler Homes/South Carolina,
LLC, a South Carolina limited liability compan

By: COMSTOCK HOMEBUILDING
COMPANIES, INC., a Delaware corporation,

Managet
/sl Bruce Labovit: By: /s/ Christopher Clemen
Print Name: Bruce Labovit Print Name: Christopher Clemer

Print Title: CEO

[SEAL]
COMMONWEALTH OF Virginia )

) ss
COUNTY OF Fairfax )

I, Kelly L. Wyche, a Notary Public in and for théoeesaid said jurisdiction, do hereby certify tidtristopher Clemente, who is personally
well known to me as (or satisfactorily proven to tode) the person who signed the foregoing instninrexecuted this 28 day of December,
2006, personally appeared before me in said jutisdi and acknowledged that he is the CEO of COMSK®IOMEBUILDING
COMPANINES, INC., a Delaware corporation whichtie Manager o-€OMSTOCK HOMES OF MYRTLE BEACH, LLC , a South
Carolina limited liability company (formerly knonas PARKEREHANDLER HOMES/SOUTH CAROLINA, LLC, a South Caroéirimited
liability company) which is a party to the foreggimstrument; that he has been duly authorizecéawe and deliver the foregoing
instrument for the purposes therein contained hatithe same is his act and deed and the act aubdol€OMSTOCK HOMES OF
MYRTLE BEACH, LLC , a South Carolina limited liability company.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this 28 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)
My Commission expires: -3C-08

[signatures continue on the next page]
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WITNESS: LENDER:

BANK OF AMERICA, N.A.

By:
Print Name Print Name:
Print Title:
[CORPORATE SEAL]
COMMONWEALTH OF FLORIDA )
ss

COUNTY OF HILLSBOROUGH )
I, , a Notary Public in and for the aforesaid saidsfliction, do hereby certify that , Who is personally
well known to me as (or sausfactonly proven to tode) the person who signed the foregoing instntmnexecuted th|s day of

2006, personally appeared before me in said jutiedi and acknowledged that he is the of BANK OF AMERICA,

N.A. , a national banking association; that he has desnauthorized to execute and deliver the foregamstrument for the purposes therein
contained and that the same is his act and deetharatt and deed &ANK OF AMERICA, N.A.

IN WITNESS WHEREOF, | have set my hand andaxat Seal, this ___day of , 2006.

Notary Public
(SEAL)

My Commission expires

[signatures continue on the next page]
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WITNESS: GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES,
INC., a Delware corporatio

/sl Bruce Labovit: By: /s/ Christopher Clemen
Print Name: Bruce Labovit Print Name: Christopher Clemer
Print Title: CEO
[SEAL]
COMMONWEALTH OF )
VIRGINIA
) ss
COUNTY OF Fairfax )

I, Kelly L. Wyche , a Notary Public in and for théoresaid said jurisdiction, do hereby certify tBdristopher Clemente, who is personally
well known to me as (or satisfactorily proven to tade) the person who signed the foregoing instmnirexecuted this 28 day of December,
2006, personally appeared before me in said jwtigti and acknowledged that he is the CEO of COMSK®IOMEBUILDING
COMPANIES, INC., a Delaware corporation which igaaty to the foregoing instrument; that he has lzkéy authorized to execute and
deliver the foregoing instrument for the purpodesein contained and that the same is his act @ad dnd the act and deed of COMSTOCK
HOMEBUILDING COMPANIES, INC., a Delaware corporatio

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this 28 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)
My Commission expires: -30-08
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Exhibit 10.54

AMENDED AND RESTATED GUARANTY AGREEMENT

THIS AMENDED AND RESTATED GUARANTY AGREEMENT (this “Guaranty”) is made as of the day of
December 2006, bfOMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (the “ Guarantor”) in faegdBANK
OF AMERICA, N.A., a national banking association (the “Lender”), &aduccessors and assigns.

RECITALS :

WHEREAS, pursuant to the terms of that cerRéwvolving Master Loan Agreement dated as of Janiiar 2004, by and between Lender
and Parker Chandler Homes, Inc., a Georgia corpoarétPC, Inc.”) (as the same may be amended, redesupplemented or restated from
time to time, the “Loan Agreement”), Lender madean (the “Loan”) to PC, Inc. in the original maxim principal amount of Seven Million
Five Hundred Thousand and No/100 Dollars ($7,500(@0), as evidenced by that certain Real Estate Nated January 16, 2004 made by
PC, inc. payable to the order of Lender (as theesavay be amended, renewed, supplemented or reftaedme to time, the “Note”); and

WHEREAS, pursuant to the terms of the Loane&gnent, the Loan is comprised of (i) a revolvingstauction loan in the maximum
principal amount of Five Million Five Hundred an@M 00 Dollars ($5,500,000.00) (the “Revolving Fiagi) and (ii) a lot acquisition loan in
the maximum principal amount of Two Million and N0 Dollars ($2,000,000.00) (the “Acquisition Fagll).

WHEREAS, pursuant to the terms of a certaimifization to the Loan dated February 16, 2005,gthecipal amount of the Loan was
increased to a maximum principal amount of Tenibfilland No/100 Dollars ($10,000,000.00) wherebyRegolving Facility was increased
to a maximum principal amount of Eight Million aha/100 Dollars ($8,000,000.00) and the maximumagipal amount of the Acquisition
Facility remained Two Million and No/100 Dollars2$00,000.00).

WHEREAS, pursuant to the terms of a certaineAdment to Promissory Note and Other Loan Docundated July 1, 2005, by and
between PC, Inc., Parker-Chandler Homes South iDardlLC, a South Carolina limited liability compaf'PC South”) and Lender, PC
South was added as a Borrower under the Loan.

WHEREAS, PC, Inc. is now known as Comstock ldsraf Atlanta, LLC, a Georgia limited liability cqguany (“Comstock Atlanta”) and
PC South is now known as Comstock Homes of Myrtadh, LLC (“Myrtle”) (Comstock Atlanta, PC, Inc.CFSouth and Myrtle are
hereinafter collectively referred to as “Borrower”)

WHEREAS, Borrower’s obligations under the Nate secured by, among other things, a Deed tor&&mbt and Security Agreement
dated as of January 16, 2004, from Borrower forefit of Lender, and originally recorded amahmg land records of Jackson County,
Georgia in the Superior Court of Jackson CountygrGia on February 4, 2004 in Deed Book 331 Page(8%he same may be amended,
renewed, supplemented or restated from time to #intkas the same, as amended, has been subsegeenttied in the land records of
Jackson County, the “ Deed to Sect)recovering certain real property and improvemehereon located in Jackson County Georgia and
Paulding County, Georgia and more particularly dbed therein and on Exhibit Attached hereto (collectively, the “ Propéebtyand
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WHEREAS, Borrower’s Obligations under the Note are guarahteeGuarantor pursuant to a Guaranty Agreemertdda¢bruary 10,
2006 (the “Original Guaranty”) which guaranteeslthan together with certain other Loans made bydeeifthe “Other Guaranteed Loans”);
and

WHEREAS, at the request of the Borrower, the Lender hasealgi@ modify the Loan to (i) extend the MaturitytBaf the Loan;
(if) modify the maximum principal amount of the Lrgaand (iii) make certain other changes to the Lbanuments as set forth herein (the
“Modification”),

WHEREAS, in consideration of Lender entering into the Mahifion, and because some of Other Guaranteed lhaevesbeen satisfied
in full, the Guarantor has agreed to execute a@aaranty Agreement simultaneously with the execubibthe Modification.

WHEREAS , it is intended that this Guaranty extend to tearh.and all other amounts owing under any of thenlLidbocuments, without
any need for any notice to the Guarantor of theingpkf advances under the Loan and without any feeany supplements or amendments
to this Guaranty or any other documentation toxsxeted by the Guarantor; and

WHEREAS, unless otherwise defined herein, all capitalizethteused herein shall have the meanings assigrteéroin the Loan
Agreement.

WITNESSETH:

For good and valuable consideration, the p@md adequacy of which are hereby acknowledgatiaa a material inducement to the
Lender to enter into the Modification with the Bonrer, the Guarantor hereby amends and restat&riti@mal Guaranty as follows:

1. Guaranty of Payment. The Guarantor hereby unconditionally and irrevoga&hlarantees to the Lender the punctual paymentwhe
due, whether by scheduled payment date, upon rhatlapse of time, by acceleration of maturity otiherwise, and at all times thereafter, of
all principal, interest (including interest accryiafter the commencement of any bankruptcy or wesaly proceeding by or against the
Borrower, whether or not allowed in such proceejjifegs, late charges, costs, expenses, indentioficamdebtedness (including, without
limitation, indemnification for environmental matsg, and other sums of money now or hereafter ddeoaving pursuant to (a) the terms of
the Note, the Loan Agreement, the Deed to Secuteay and all other Loan Documents, now or hereeftisting, and specifically including
any and ail advances made by the Lender underdha Documents from sources other than the Loanirdekst on such advances, and
(b) all renewals, extensions, increases, refinanemodifications, supplements or amendments to gwdgbtedness, or any of the Loan
Documents, or any part thereof (such indebtedneissg) thereinafter collectively called the “Indebteds”). This Guaranty covers all amounts
outstanding under the Loan (the “Indebtedness”gtivr presently outstanding or arising subsequetitet date hereof, whether or not
presently contemplated by the Guarantor, the Bagraw the Lender, and whether or not the same bkalcurred after satisfaction, payment
or reduction of any previous indebtedness, inclgdithamounts advanced and/or readvanced by thddrén stages or installments. The
guaranty of the Guarantor as set forth in thisiSeds a continuing guaranty of payment and notiargnty of collection.
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2. Guaranty of Performance. The Guarantor additionally hereby unconditionalhd irrevocably guarantees to the Lender the yimel
performance of all other obligations of the Borrowader all of the Loan Documents, including withbenitation, completion of the
improvements and compliance with all covenantsnadigg environmental matters.

3. Primary Liability of the Guarantor . This Guaranty is an absolute, irrevocable and uditional guaranty of payment and
performance. The Guarantor shall be liable forpgagment and performance of the Obligations, afostt in this Guaranty, as a primary
obligor. This Guaranty shall be effective as a waiof, and the Guarantor hereby expressly waivgsaad all rights to which the Guarantor
may otherwise have been entitled under any sungtyaivs in effect from time to time, including anght or privilege, whether existing unc
statute, at law or in equity, to require the Lentetake prior recourse or proceedings againstcaligteral, security or Person (hereinafter
defined) whatsoever. Upon the occurrence of: (§) @afault under the Loan, (ii) any reasonable deieation by the Lender that a material
adverse change has occurred in the financial dondiff the Guarantor, (jii) the dissolution or ihgency of Guarantor, subject to the
provisions of Section 4 below, or (iv) any transééassets of Guarantor without receiving fair eailn exchange therefor, the Indebtedness
shall be deemed immediately due and payable aléution of the Lender, and the Guarantor shalllemand and without presentment,
protest, any notice whatsoever, pay the amountfikreon to the Lender or perform or observe theeagent, covenant, term or condition, as
the case may be, and it shall not be necessatiiddrender, in order to enforce such payment diop@ance by Guarantor, first to institute
suit or pursue or exhaust any rights or remediesagthe Borrower or others liable on the Obligiasi or for such performance, or to institute
suit or pursue or exhaust any rights or remedie@iagthe Borrower or Guarantor or other suretfdb® Obligations as contemplated by
applicable law or to enforce any rights against segurity that shall ever have been given to sether®bligations, or to join the Borrower or
any others liable for the payment or performancthefObligations or any part thereof in any actmenforce this Guaranty, or to resort to
any other means of obtaining payment or performaiftlee Obligations. The term “Person” as used ihesikall mean all of the Borrower and
the Guarantor.

4. Representations, Warranties, and Covenants ofi¢ Guarantor . Guarantor hereby represents, warrants, and cotetieat:
(a) Guarantor will derive substantial benefit, dthg or indirectly, from Lender entering into theollification with the Borrower and from the
making of this Guaranty by the Guarantor; (b) thisaranty is duly authorized and valid, and is bigdipon and enforceable against the
Guarantor; (c) the Guarantor is not, and the exacudelivery and performance by the Guarantohisf Guaranty will not cause the Guara
to be, in violation of or in default with respeotany law; (d) Guarantor is a duly organized, Wgl&kisting corporation in good standing
under the state of Delaware, is lawfully doing bess in the jurisdiction where it operates, andftthpower and authority to enter into and
perform this Guaranty; (e) except as may have bemtosed in public filings, there is not now perglagainst or affecting the Guarantor, |
to the knowledge of the Guarantor, is there thremdeany action, investigation, suit or proceedingr before any administrative agency
which if adversely determined would materially irmgar affect the Guarantor’s financial condition
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(f) all financial statements and information hereteffurnished to the Lender by the Guarantor dd,ahfinancial statements and informat
hereafter furnished to the Lender by the Guarantibrfully and accurately present the financiahdition of the Guarantor as of their dates
and the results of the Guarantor’s operationshferperiods therein specified, and, since the datgeamost recent financial statements of the
Guarantor heretofore furnished to the Lender, exageretofore disclosed in public filings, thea@ntor has not incurred any material
liability, direct or indirect, fixed or contingenfy) after giving effect to this Guaranty, the Gargor is solvent, is not engaged or about to
engage in business or a transaction for which tbpgrty of the Guarantor is an unreasonably snagilital, and does not intend to incur or
believes that it will incur debts that will be beybits ability to pay as such debts mature; (h)Lthieder has no duty at any time to investigate
or inform the Guarantor of the financial or busmesndition or affairs of the Borrower or any charligerein, and the Guarantor will keep
fully appraised of the Borrower’s financial and mgss condition; (i) the Guarantor acknowledgesagrées that the Guarantor may be
required to pay and perform the Obligations in Wilhout assistance or support from the Borroweairoyr other Person; and (j) the Guarantor
has read and fully understand the provisions coathin the Loan Agreement, the Deed to Securettendther Loan Documents, each of
which may be modified, extended, supplemented tanebed from time to time without notice to or camsieom the Guarantor and without
affecting the obligations of the Guarantor undés Guaranty.

The Guarantor’s representations, warrantielscavenants are a material inducement to the Letodenter into the other Loan Documents
and shall survive the execution hereof and any hant&y, foreclosure, transfer of security or oteeent affecting the Borrower, the
Guarantor, any other party, or any security fooalany part of the Obligations.

5. Financial information. The Guarantor shall furnish or cause to be flmedsto the Lender upon request any financial statésrfor
Guarantor and any entity related to the Guarardotaining such information and in such form as lesnday from time to time reasonably
determine, provided the obligations of the Guanah&yeunder have not already terminated.

Without limiting the generality of therégoing, the Guarantor shall furnish to the Lerfad@mcial statements as follows:

(a) as soon as available, but in no eladat than ninety (90) days after the close ofigisal year (but in no event earlier than the date
such financial statements must be submitted to mowvental authorities), financial statements (alvbich financial statements may include,
as requested by the Lender, a balance sheet, instateenent, sources and uses of funds for suchl fisal/or calendar year, projected sources
and uses of funds for the coming year, detaildthisand description of all contingent liabilitigax returns, written verification of liquidity
and such other supporting schedules and documamtatiich the Lender may request). All such finahsiatements shall be audited by a
certified public accountant acceptable to the Lenell respects; and

(b) if requested by the Lender, withintyefive (45) days after the close of its quartdslysiness period (but in no event earlier than the
date such financial statements must be submittgdwernmental authorities), the financial statera¢atoe filed with applicable governmer
authorities.

6. Certain Agreements and Waivers by the Guarantor

(a) The Guarantor hereby agrees thabheethe Lender’s rights or remedies nor the Obiligat shall be released, diminished, impaired,
reduced or affected by any one or more of the falig events, actions, facts, or circumstances thadiability of the Guarantor under this
Guaranty shall be absolute and unconditional ieespe of:
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(i) any limitation of liability or recourse iany other Loan Document or arising under any law;

(ii) any claim or defense that this Guarangsvmade without consideration or is not supporteddequate consideration;

(iii) the taking or accepting of any other gety or guaranty for, or right of recourse withspect to, any or all of the Obligations;
(iv) any homestead exemption or other exemptiider applicable law;

(v) any release, surrender, abandonment, egehalteration, sale or other disposition, subration, deterioration, waste, failure to
protect or preserve, impairment, or loss of, or failyre to create or perfect any lien or secuintgrest with respect to, or any other
dealings with, any collateral or security at amyeiexisting or purported, believed or expectedkistén connection with any or all of the
Obligations, including any impairment of the Gudaais recourse against any Person or collateral;

(vi) whether express or by any operation of, lany full or partial release of the liability tfe Guarantor, the Borrower or any other
party hereunder or under any of the other Loan Danis;

(vii) the death, insolvency, bankruptcy, difiah dissolution, liquidation, termination, reeirship, reorganization, merger,
consolidation, change of form, structure or ownigrséale of all assets, or lack of corporate, gaship or other power of the Borrower,
Guarantor or any other party at any time liabletlfiar payment or performance of any or all of thdigalions;

(viii) either with or without notice to or ceant of the Guarantor, any renewal, extension, fizadion or rearrangement of the terms of
any or all of the Obligations and/or any of the hd@ocuments, including, without limitation, matéwdterations of the terms of payment
(including changes in maturity date(s), interet#(s) and amortization) or performance or any otbens thereof, or any waiver,
termination, or release of, or consent to depafftara, any of the Loan Documents or any other gutgraf any or all of the Obligations,
any adjustment, indulgence, forbearance, or comig®that may be granted from time to time by theder to the Borrower, the
Guarantor, and/or any other Person at any timéelids the payment or performance of any or alihaf Obligations;

(ix) any neglect, lack of diligence, delay,ission, failure, or refusal of the Lender to takepmsecute (or in taking or prosecuting) any
action for the collection or enforcement of anytred Obligations, or to foreclose or take or prose@ny action to foreclose (or in
foreclosing or taking or prosecuting any actioai@close) upon any security therefor, or to exsar¢or in exercising) any other right or
power with respect to any security therefor, otakee or prosecute (or in taking or prosecuting) actyon in connection with any Loan
Document, or any failure to sell or otherwise dspof in a commercially reasonable manner any tesfihsecuring any or all of the
Obligations;

(x) any failure of the Lender to notify the &antor of any creation, renewal, extension, regement, modification, supplement,
subordination, or assignment of the Obligationary part thereof, or of any Loan Document, or of elease of or change in any secu
or of any other action taken or refrained from beizken by the Lender against the Borrower or a&ysty or other recourse, or of any
new agreement between the Lender and the Borrawming understood that the Lender shall not logiired to give the Guarantor any
notice of any kind under any circumstances witlpeesto or in connection with the Obligations, amgl all rights to notice that the
Guarantor may have otherwise had being hereby wdiyehe Guarantor;
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(xi) any refund of any payment by the Borrower oy ather party liable for the payment or performantany or all of the Obligation:

(xii) the existence of any claim, set-off,ather right that the Guarantor may at any time regyeinst the Borrower, the Lender (other
than pursuant to a final judgment), or any othes&e whether or not arising in connection witts tBiuaranty or any other Loan
Document;

(xiii) the unenforceability of all or any paot the Obligations against the Borrower, whetherduse the Obligations exceed the amount
permitted by law or violate any usury law, or bez&the act of creating the Obligations, or any treateof, is beyond the scope of powers
granted, or because the officers or Persons cgeséime acted in excess of their authority, or bezafia lack of validity or enforceability
of or defect or deficiency in any of the Loan Doants, or because the Borrower has any valid defefa@m or offset with respect there
or because the Borrowsrbbligation ceases to exist by operation of lawhexause of any other reason or circumstancejriglbagreed th
the Guarantor shall remain liable hereunder regasdbf whether the Borrower or any other Persoffioared not liable on the Obligations,
or any part thereof, for any reason (and regardiéasy joinder of the Borrower or any other parnyny action to obtain payment or
performance of any or all of the Obligations);

(xiv) any order, ruling or plan of reorganinait emanating from proceedings under Title 11 eflthnited States Code with respect to the
Borrower or any other Person, including any extemsieduction, composition, or other alteratiorthaf Obligations, whether or not
consented to by the Lender; or

(xv) any failure to notify the Guarantor of,abtain the Guarantor’s consent to, the makinthefLoan or any advances thereunder.

(b) In the event that any payment by the Beeoor any other Person to the Lender is held tstitute a preference, fraudulent transfer or

other voidable payment under any bankruptcy, irexaty or similar law, or if for any other reason ttender is required to refund such
payment or pay the amount thereof to any otheypauch payment by the Borrower or any other prthe Lender shall not constitute a
release of the Guarantor from any liability hereem@nd this Guaranty shall continue to be effectivshall be reinstated (notwithstanding
any prior release, surrender or discharge by tmeléeof this Guaranty or of the Guarantor), ascéee may be, with respect to, and this
Guaranty shall apply to, any and all amounts soneéd by the Lender or paid by the Lender to amd®eeson (which amounts shall
constitute part of the Obligations), and any indepaid by the Lender and any reasonable attorriegs, costs and expenses paid or incurred
by the Lender in connection with any such everis the intent of the Guarantor and the Lender ttibbligations and liabilities of the
Guarantor hereunder are absolute and unconditioadr any and all circumstances and that untiCthigations are fully and finally paid
and performed, and not subject to refund or disgmient, the obligations and liabilities of the Guoa hereunder shall not be discharged or
released, In whole or in part, by any act or o@nee that might, but for the provisions of this Gumrly, be deemed a legal or equitable
discharge or release of any of the Guarantor exazptherwise setforth herein.
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The Lender shall be entitled to continue to hold tBuaranty in its possession for a period of oz yrom the date the Obligations are paid
and performed in full and for so long thereaftermeasy be necessary to enforce any obligation o@harantor hereunder and/or to exercise
any right or remedy of the Lender hereunder.

(c) If acceleration of the time for paymhef any amount payable by the Borrower undeMNbge or any other Loan Document is stayed
or delayed by any law or tribunal, all such amowtiall nonetheless be payable by the Guarantoenradd by the Lender.

7. Waiver of Trial by Jury; Consent to Jurisdiction . WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES
AGREEMENT TO ARBITRATE ANY “DISPUTE” (FOR PURPOSES OF THIS SECTION, AS DEFINED IN THE “DISPUTE
RESOLUTION” SECTION) AS SET FORTH IN THIS NOTE, AGR EEMENT, OR GUARANTY, AS APPLICABLE, TO THE
EXTENT ANY “DISPUTE” IS NOT SUBMITTED TO ARBITRATIO N OR IS DEEMED BY THE ARBITRATOR OR BY ANY
COURT WITH JURISDICTION TO BE NOT ARBITRABLE OR NOT REQUIRED TO BE ARBITRATED, BORROWER AND
LENDER WAIVE TRIAL BY JURY IN RESPECT OF ANY SUCH “ DISPUTE” AND ANY ACTION ON SUCH “DISPUTE,” THIS
WAIVER IS KNOWINGLY, WILLINGLY AND VOLUNTARILY MADE BY BORROWER AND LENDER, AND BORROWER
AND LENDER HEREBY REPRESENT THAT NO REPRESENTATIONS OF FACT OR OPINION HAVE BEEN MADE BY ANY
PERSON OR ENTITY TO INDUCE THIS WAIVER OF TRIAL BY JURY OR TO IN ANY WAY MODIFY OR NULLIFY ITS
EFFECT. THIS PROVISION IS A MATERIAL INDUCEMENT FOR THE PARTIES ENTERING INTO THE LOAN
DOCUMENTS. BORROWER AND LENDER ARE EACH HEREBY AUTH ORIZED TO FILE A COPY OF THIS SECTION IN
ANY PROCEEDING AS CONCLUSIVE EVIDENCE OF THIS WAIVE R OF JURY TRIAL. BORROWER FURTHER
REPRESENTS AND WARRANTS THAT IT HAS BEEN REPRESENTED IN THE SIGNING OF THIS NOTE, AGREEMENT, OR
GUARANTY, AS APPLICABLE, AND IN THE MAKING OF THIS WAIVER BY INDEPENDENT LEGAL COUNSEL, OR HAS
HAD THE OPPORTUNITY TO BE REPRESENTED BY INDEPENDEN T LEGAL COUNSEL SELECTED OF ITS OWN FREE
WILL, AND THAT IT HAS HAD THE OPPORTUNITY TO DISCUS S THIS WAIVER WITH COUNSEL.

The Guarantor irrevocably submits tortbeexclusive jurisdiction of any state or fedem@lit sitting in the Jurisdiction of Choice over
any suit, action or proceeding arising out of,aating to, this Guaranty, and irrevocably agrées &ll claims in respect of such action or
proceeding may be heard and determined in suoh atdederal court. The Guarantor irrevocably wajue the fullest extent permitted by
law, any objection that the Guarantor may now oeatter have to the laying of venue of any such swtion or proceeding brought in any
such court, and any claims that any such suitpaar proceeding is brought in an inconvenientfior&inal judgment in any such suit, action
or proceeding brought in any such court shall becksive and binding upon the Guarantor and magriberced in any court in which the
Guarantor are subject to jurisdiction, by a suttupuch judgment provided that service of process$fected upon the Guarantor as provided
in the Loan Documents or as otherwise permittedgpficable law.
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8. Dispute Resolution

(a) _Arbitration Except to the extent expressly provided below,Rispute shall, upon the request of either pdrgydetermined by
binding arbitration in accordance with the Fedéndlitration Act, Title 9, United States Code (onifit applicable, the applicable state law),
the then-current rules for arbitration of finanaatvices disputes of the American Arbitration Asation or any successor thereof (“AAA”")
and the “Special Rules” set forth below. “Disputeéans any controversy, claim or dispute betweenmmamg the parties to this Note,
Agreement, or Guaranty, as applicable, including @ntroversy, claim or dispute arising out of elating to (a) this Note, Agreement, or
Guaranty, as applicable, (b) any other Loan Docusj€o) any related agreements or instrumentsj)ahg transaction contemplated herei
therein (including any claim based on or arisirapfran alleged personal injury or business torgh@event of any inconsistency, the Special
Rules shall control. The filing of a court acti@niot intended to constitute a waiver of the rigiBorrower or Lender, including the suing
party, thereafter to require submittal of the Digpto arbitration. Any party to this Note, Agreerer Guaranty, as applicable, may bring an
action, including a summary or expedited proceedimgompel arbitration of any Dispute in any cdwaving jurisdiction over such action.
For the purposes of this Dispute Resolution Seatidy, the terms “party” and “parties” shall inclidny parent corporation, subsidiary or
affiliate of Lender involved in the servicing, maesnent or administration of any obligation desatibeor evidenced by this Note,
Agreement, or Guaranty, as applicable, togethdr thi¢ officers, employees, successors and assigrach of the foregoing.

(b) _Special Rules

(i) The arbitration shall be conducted in &h. state where real or tangible personal propmtiateral is located, or if there is no such
collateral, in the City and County where Lenddpitsated pursuant to its address for notice purpiwsttgs Note, Agreement, or Guaranty,
as applicable.

(ii) The arbitration shall be administeredA%A, who will appoint an arbitrator. If AAA is undling or unable to administer or legally
precluded from administering the arbitration, oA&A is unwilling or unable to enforce or legallygeluded from enforcing any and all
provisions of this Dispute Resolution Section, ding party to this Note, Agreement, or Guarantyg@dicable, may substitute another
arbitration organization that has similar procedueeAAA and that will observe and enforce any atighrovisions of this Dispute
Resolution Section. All Disputes shall be deterrdibg one arbitrator; however, if the amount in conérsy in a Dispute exceeds Five
Million Dollars ($5,000,000), upon the request of/garty, the Dispute shall be decided by thredratbrs (for purposes of this Note,
Agreement, or Guaranty, as applicable, referrezbtiectively as the “arbitrator”).

(iii) All arbitration hearings will be commeed within ninety (90) days of the demand for adiibtn and completed within ninety
(90) days from the date of commencement; provitlediever, that upon a showing of good cause, thraiidr shall be permitted to
extend the commencement of such hearing for up tdditional sixty (60) days.

(iv) The judgment and the award, if any, af #rbitrator shall be issued within thirty (30) daf the close of the hearing. The arbitrator
shall provide a concise written statement settarthfthe reasons for the judgment and for the awheshy. The arbitration award, if any,
may be submitted to any court having jurisdictiorbé confirmed and enforced, and such confirmadiwhenforcement shall not be sub
to arbitration.

(v) The arbitrator will give effect to statatef limitations and any waivers thereof in deterimg the disposition of any Dispute and n
dismiss one or more claims in the arbitration anlibsis that such claim or claims is or are barred.
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For purposes of the application of the statutémoit&tions, the service on AAA under applicable Adfles of a notice of Dispute is the
equivalent of the filing of a lawsuit.

(vi) Any dispute concerning this arbitratioropision, including any such dispute as to thediglior enforceability of this provision, or
whether a Dispute is arbitrable, shall be deterthimgthe arbitrator; provided, however, that thgitestor shall not be permitted to vary
express provisions of these Special Rules or tlseRations of Rights in subsection (c) below.

(vii) The arbitrator shall have the power teaad legal fees and costs pursuant to the terrttioNote, Agreement, or Guaranty, as
applicable,

(viii) The arbitration will take place on amdividual basis without reference to, resort togamnsideration of any form of class or class
action.

(c) Reservations of Right®othing in this Note, Agreement, or Guarantyapplicable, shall be deemed to (i) limit the apgdbidity of
any otherwise applicable statutes of limitation angl waivers contained in this Note, AgreemenGuoaranty, as applicable, or (ii) apply tc
limit the right of Lender (A) to exercise self hefmedies such as (but not limited to) setoff,Byrtp foreclose judicially or nonjudicially
against any real or personal property collateralp @xercise judicial or nonjudicial power of sailghts, (C) to obtain from a court provisional
or ancillary remedies such as (but not limiteditgnctive relief, writ of possession, prejudgmattachment, or the appointment of a rece
or (D) to pursue rights against a party to thiséNétgreement, or Guaranty, as applicable, in @tparty proceeding in any action brought
against Lender in a state, federal or internatiopatt, tribunal or hearing body (including actionspecialty courts, such as bankruptcy and
patent courts). Lender may exercise the rightéos#t in clauses (A) through (D), inclusive, befodeiring or after the pendency of any
arbitration proceeding brought pursuant to thise\ldigreement, or Guaranty, as applicable. Neithelekercise of self help remedies nor the
institution or maintenance of an action for forestice or provisional or ancillary remedies shallstiinte a waiver of the right of any party,
including the claimant in any such action, to agié the merits of the Dispute occasioning resostich remedies. No provision in the Loan
Documents regarding submission to jurisdiction angénue in any court is intended or shall be aomest to be in derogation of the
provisions in any Loan Document for arbitratioraofy Dispute.

(d) Conflicting Provisions for Dispute Residu . If there is any conflict between the terms, ctinds and provisions of this Section and
those of any other provision or agreement for eabi@n or dispute resolution, the terms, conditiand provisions of this Section shall prevail
as to any Dispute arising out of or relating talis Note, Agreement, or Guaranty, as applicafijeany other Loan Document, (iii) any
related agreements or instruments, or (iv) thesaation contemplated herein or therein (including elaim based on or arising from an
alleged personal injury or business tort). In atheosituation, if the resolution of a given Dispig specifically governed by another
provision or agreement for arbitration or dispugsalution, the other provision or agreement shalail with respect to said Dispute.

(e) _Jury Trial Waiver in ArbitrationBy agreeing to this Section, the parties irrebbgand voluntarily waive any right they may haweat
trial by jury in respect of any Dispute.

9. Attorneys Fees and Costs of CollectionThe Guarantor shall pay on demand all attornfes and all other costs and expenses
incurred by the Lender in the enforcement of ospreation of the Lender’s rights under this Guarafihe Guarantor’s obligations and
liabilities under this Section 9 shall survive grgyment or discharge in full of the Obligations.
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10. Term of Guaranty. This Guaranty shall continue in effect until suithe as the Obligations have been fully and finplyd and
performed, except that, and notwithstanding anyrneof this Guaranty to the Guarantor, this Guarahgll continue in effect (a) with respect
to any of the Obligations that survive after expia or termination of the Loan, (b) with respeztll obligations and liabilities of the
Guarantor for indemnification and for the paymenalbcosts and expenses, as provided herein, @ras(provided herein with respect to
preferential, fraudulent or other voidable paymeantether transfers.

11. Subordination. If, for any reason whatsoever, the Borrower is moereafter becomes indebted to the Guarantor:

(a) such indebtedness and all interesetin and all liens, security interests and rigbts or hereafter existing with respect to property
of the Borrower securing same shall, at all tinbessubordinate in all respects to the Obligationsta all liens, security interests and rights
now or hereafter existing to secure the Obligatiamsl

(b) The Guarantor shall not be entitie@nforce or receive payment, directly or indingotif any such indebtedness of the Borrower to
the Guarantor until the Obligations have been fatig finally paid and performed. Notwithstanding tbregoing, the Guarantor may receive
payments upon close-out of any Project with regaildans made by the Guarantor to the owner ofsaigh Project, or with regard to loans
made to Borrower on behalf of the owner of any sRidject. Notwithstanding the foregoing, the Gussamay receive payments from
Borrower in the form of salaries or shareholdemember dividends.

12. Subrogation. Notwithstanding anything to the contrary contaihedein (a) the Guarantor shall not have any ridlsubrogation in
or under any of the Loan Documents or to partigpatany way therein, or in any right, title orérgst in and to any security or right of
recourse for the Indebtedness, until the latehefdate on which the Indebtedness has been fulliaally paid, or the Loan has expired or
been terminated, and (b) if the Guarantor is opbezs an “insider” (as defined in Section 101 ofltléted States Bankruptcy Code) with
respect to the Borrower, then the Guarantor heirebyocably and absolutely waives any and all sghftcontribution, indemnification,
reimbursement or any similar rights against ther®eer with respect to this Guaranty (including aigjt of subrogation, except to the extent
of collateral held by the Lender), whether suchitsgarise under an express or implied contracyageration of law. It is the intention of the
parties that the Guarantor shall not be deemee @ ‘lcreditor” (as defined in Section 101 of thated States Bankruptcy Code) of the
Borrower by reason of the existence of this Gugramthe event that the Borrower or the Guarantardmes a debtor in any proceeding ui
the United States Bankruptcy code.

13. Notices Unless specifically provided otherwise, any nofmepurposes of this Guaranty shall be given irtingi or by telecopier
transmission and shall be addressed or deliverdueteespective addresses set forth at the erfdsoGuaranty, or to such other address as
may have been previously designated by the interefg@gient by notice given in accordance with ®Béction. If sent by prepaid, registerec
certified mail (return receipt requested), the emshall be deemed effective when the receipgisesi or when the attempted initial deliver
refused or cannot be made because of a changeliiesadof which the sending party has not beeniedtiand if transmitted by telecopier or
personal delivery, the notice shall be effectiveewheceived. No notice of change of address shadffective except upon actual receipt.

14. Cumulative Rights. The exercise by the Lender of any right or remeglgtinder or under any other Loan Document, omvablain
equity, shall not preclude the concurrent or subsatjexercise of any other right or remedy.
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The Lender shall have all rights, remedies anduesas afforded to the Lender by reason of this éntgror any other Loan Document or by
law or equity or otherwise, and the same shalllrautative and concurrent and are intended to ket shall be, nonexclusive. No waiver of
any default on the part of the Guarantor or of lreach of any of the provisions of this Guarantgfoainy other document shall be conside

a waiver of any other or subsequent default ordireand no delay or omission in exercising or egifgy the rights and powers granted herein
or in any other document shall be construed asieewaf such rights and powers, and no exercisenforcement of any rights or powers
hereunder or under any other document shall betbadghaust such rights and powers, and every sgishand power may be exercised from
time to time. No provision of this Guaranty or aight, remedy or recourse of the Lender with respeceto, or any default or breach, can be
waived, nor can this Guaranty or the Guarantoreteased or discharged in any way or to any exéxaept specifically in each case by a
writing intended for that purpose (and which refgpecifically to this Guaranty) executed, and de=kxd to the Guarantor, by the Lender,
except as otherwise provided herein.

15. Disclosure of Information. The Lender may sell or offer to sell the Loan oiirgarest in the Loan to one or more assignees or
participants and may disclose to any such assignparticipant or prospective assignee or partitigeny information the Lender has
pertaining to the Loan, the Obligations, this Ga&yaor the Guarantor. The Lender also may discémgesuch information to any regulatory
body having jurisdiction over the Lender and to aggnt or attorney of the Lender and in such atlreumstances and to such other partie
necessary or appropriate in the Lender’s reasoijatidgnent.

16. Governing Law; Forum. This Guaranty is an agreement executed underasaits validity, enforcement, and interpretatismall
for all purposes be governed by and construeddordance with the laws of the state of GeofG@NFIRM] and applicable United States
federal law, and is intended to be performed iroed@nce with, and only to the extent permitteddugh laws. If the Guarantor is a
corporation, the designation “(SEAL)” on this Guasashall be effective as the affixing of Guararg@orporate seal physically to this
Guaranty. All obligations of the Guarantor hereurate payable and performable at the place or platere the Obligations are payable and
performable. The Guarantor hereby irrevocably stdbgenerally and unconditionally for the Guararatod in respect of the Guarantor
respective property to the jurisdiction of any stadurt, or any United States federal court, gjtimthe state in which any of the Land is
located, over any suit, action or proceeding agisiat of or relating to this Guaranty or the Obligas. The Guarantor hereby irrevocably
waives, to the fullest extent permitted by law, atwection that the Guarantor may now or hereddése to the laying of venue in any such
court and any claim that any such court is an imeaient forum.

17. Counterparts. This Guaranty may be executed in multiple countespaach of which, for all purposes, shall be degian original,
and all of which together shall constitute one Hralsame agreement.

18. Miscellaneous This Guaranty embodies the entire agreement bettheebender and the Guarantor with respect to theganty by
the Guarantor of the Obligations. This Guarantyessides all prior agreements and understandingsyjfwith respect to guaranty by the
Guarantor of the Obligations. This Guaranty maybemodified, amended or superseded except intengvgigned by the Lender and the
Guarantor referencing this Guaranty by its datespetifically identifying the portions hereof tteat to be modified, amended or superseded
This Guaranty is binding not only on the Guaranbart, also on the Guarantor’s heirs, personal reptasives, successors and assigns. If any
provision of this Guaranty or the application tltér® any Person or circumstance shall, for angoaand to
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any extent, be declared to be invalid or unenfdsteaneither the remaining provisions of this Gudéyanor the application of such provision
to any other Person or circumstance shall be a&ftetttereby, and the remaining provisions of thisi@nty, or the applicability of such

provision to other Persons or circumstances, alicayfe, shall remain in effect and be enforceablthe maximum extent permitted by
applicable law.

19. Original Guaranty . Guarantor acknowledges that this Guaranty is giwesubstitution for, and amends, modifies and testeand a
amended, modified and restated, replaces the @ti@naranty. It is expressly understood and agtie&icthis Guaranty is given in
replacement of the Original Guaranty, and that Ioligations or liabilities evidenced by the Origiraliaranty shall be discharged, cancelle

impaired by the execution and delivery of this Agrent. To the extent any of the terms of the Oalg@uaranty and this Guaranty conflict,
the terms of this Guaranty will govern.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF , the Guarantor duly executed and delivered thigr@aty, intending that it be an instrument undet,se&s of

the date first written above.

WITNESS:

By: /s/ Bruce Labovit:

Print Name: Bruce Labovil
Print Title: CFO

(Seal)

ADDRESS OF LENDER:

Bank of America, N.A.

Attn: Loan Administration, Ladreda Spencer
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322
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GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES,
INC., a Delaware corporatio

By: /s/ Christopher Clemen

Print Name: Christopher Clemer
Print Title: CEO

ADDRESS OF GUARANTOR:

11465 Sunset Hills Roe

5t Floor

Reston, Virginia 2019

Attention: Mr. Christopher Clemen






Exhibit 10.55

FIRST LOAN MODIFICATION AGREEMENT

THIS FIRST LOAN MODIFICATION AGREEMENT (thisModification” or this “Agreement”) is made as ofeth day of
December, 2006, by and among: GOMSTOCK BELLEMEADE, L.C., a Virginia limited liability company (“Borrower”)(b)
COMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (“Guarantor”); BANK OF AMERICA, N.A., a nationa
banking association, its successors and/or aséigesder”) and (d)LENKA E. LUNDSTEN, a resident of Fairfax County, Virginia as
Trustee (the “Trustee”).

RECITALS:

WHEREAS, pursuant to the terms of that certaian Agreement dated as of September 28, 200&antypetween Lender and Borrower
(as the same may be amended, renewed, supplenoenmestated from time to time, the “Loan Agreemgnténder made a loan (the “Loan”)
to Borrower in the original principal amount of BeSix Million Seven Hundred Twenty-Five ThousanmdlaNo/100 Dollars
($46,725,000.00), as evidenced by that certain é&dust Note dated September 28, 2005 made byoBer payable to the order of Lender
in the original principal amount of Forty-Six Miih Seven Hundred Twenty-Five Thousand and No/10@&ai3q$46,725,000.00) (as the
same may be amended, renewed, supplemented dedeltan time to time, the “Note”); and

WHEREAS, Borrower’s obligations under the Nate secured by, among other things, a Credit Dieed of Trust and Security
Agreement dated September 28, 2005, from Borrowrethe benefit of Lender, and recorded among the tacords of Loudoun County,
Virginia on September 29, 2005 as instrument #20R290111056 (as the same may be amended, renevpgdemented or restated from ti
to time, the “ Deed of Trus), covering certain real property and improvemehesreon located in Loudoun County, Virginia andreno
particularly described therein and on Exhibia#tached hereto (collectively, the “ Propéityand

WHEREAS, the Deed of Trust also secured aehetter of credit facility (the “LOC Facility"ji the amount of One Million and No/100
Dollars ($1,000,000.00), as evidenced by that wettetter of Credit Note dated as of September2B®5 made by Borrower payable to the
order of Lender in the original principal amount@rie Million and No/100 Dollars ($1,000,000.00)gth.OC Note”), however the LOC
Facility was cancelled and terminated prior todaée hereof; and

WHEREAS, Borrower’s obligations under the Nate guaranteed by Guarantor pursuant to a Guafaytgement dated September 28,
2005 (as the same may be amended, renewed, suppéshue restated from time to time, the “ Guardtynd

WHEREAS, the outstanding principal balanceairttie Loan as of the date hereof is Thirty-Thrakidd One Hundred Twenty Three
Thousand Three Hundred Twenty and 72/100 Dolle88,#23,320.72); and

WHEREAS, Borrower’s obligations under the Natel the other Loan Documents (hereinafter defineglhereinafter collectively called
the “ Obligations’ the Note, the Deed of Trust, the Loan Agreemthd,Guaranty and all other documents previouslw, aphereafter
executed and delivered to evidence, secure, g@saanit in connection with, the Obligations, asgshme may from time to time be renewed,
extended, amended, supplemented or restated, @iedféer collectively called the “ Loan Documehtnd all liens, security interests,
assignments,
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superior titles, rights, remedies, powers, equaies priorities securing the Note or providing nese to Lender with respect thereto are
hereinafter collectively called the “ Liefisand

WHEREAS, at the request of the Borrower, teader has agreed to modify the Loan to (i) extéedMaturity Date of the Loan;
(i) modify the maximum principal amount of the lrogiii) modify certain payment terms of the Loamd (iv) make certain other changes to
the Loan Documents as set forth herein; and

WHEREAS, Lender issued a notice of defauBtorower and Guarantor on October 18, 2006 (thetithd®) with respect to the Loan
which was disputed by Borrower and Guarantor. Ugagcution and delivery of this Modification by Bower and Guarantor and provided
that the conditions set forth in Section 3 of tMisdification are satisfied, Lender hereby expresgyees that the Notice is withdrawn and of
no further force and effect; and

NOW, THEREFORE, in consideration of the sunTehf Dollars ($10.00) and other good and valuabfesideration, the receipt and
sufficiency of which are hereby acknowledged bypailtties, the parties agree as follows:

1. Recitals.The recitals set forth above are a material pattisfAgreement. Borrower acknowledges and affitnesaccuracy of the
recitals set forth above.

2. Definitions. All capitalized terms herein, unless otherwise medi herein, shall have the same meaning ascrib&attoterms as in the
Loan Documents.

3. Madification to Atlanta Loan, Highlands Loan ard Fifteen Million Dollar Comstock Loan. Simultaneously with the execution of
this Agreement, (i) Comstock Homes of Atlanta, LIamstock Homes of Myrtle Beach, LLC (formerly knoas Parker-Chandler
Homes/South Carolina, LLC) and Guarantor shall eteethat certain Loan Modification Agreement in geation with that certain loan
originally made by Lender to Comstock Homes of At#g LLC (formerly known as PCH Development, LLCigthis successor by merger to
Parker Chandler Homes, Inc.) in the original pyatiamount of Seven Million Five Hundred Thousand &lo/100 Dollars ($7,500,000.00)
(as the same has been amended, renewed, suppldmenéstated from time to time, the “Atlanta Honhesn”) (ii) Highland Avenue
Properties, LLC and Guarantor shall execute thaaireLoan Modification Agreement in connection lvihat certain loan originally made by
Lender to Highland Avenue Properties, LLC in thigimal principal amount of Four Million Eight Huneld Fifty-One Thousand Two
Hundred Thirty-Five and No/100 Dollars ($4,851,Z85.(as the same has been amended, renewed, seppéehor restated from time to
time, the “Highlands Loan"and (iii) Guarantor shall execute that certain $eldooan Modification Agreement in connection wiktat certair
loan originally made by Lender to Guarantor in ¢higinal principal amount of Fifteen Million and K®0 Dollars ($15,000,000.00) (as the
same may be amended, renewed, supplemented dedceltam time to time, the “Fifteen Million Doll&8omstock Loan”).

4. Maturity. All of the Obligations, including (without limitadn) all outstanding principal, accrued and unpaidriest, outstanding late
charges, unpaid fees, and all other amounts oulisigjiunder the Note and the other Loan Documehtd| be due and payable in full on
December 31, 2007 (the “ Maturity Dade All references to the Maturity Date containedihe Loan Documents shall refer to the Maturity
Date as defined in this Agreement.

5. Amount of Loan.The Note and the Loan Documents are hereby amdndeduce the maximum aggregate principal amouitiwh
can be outstanding under the Loan to
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Thirty-Three Million One Hundred Twenty Three Thans Three Hundred Twenty and 72/100 Dollars ($38320.72). There shall be no
further advances of principal under the Loan. Agfgrence in any of the Loan Documents to the amotiifte Loan or Note as
$46,725,000.00 is hereby deleted in its entirety hie amount $33,123,320.72 is substituted intleweof. From and after the date hereof,
Borrower must make all payments of any kind whateoedue by Borrower to Lender in connection with t.oan, via wire transfer of
immediately available funds, in accordance withwligng instructions attached hereto as Exhibit B.

6. Condominium.Lender hereby agrees that Borrower is permittedrminate the declaration of condominium in effaicthe Property
and lease any of the units at the Property providatiBorrower complies with all applicable lawsles and regulations with respect thereto.

7. Deed of Trust Note.
a. Section 1(a)Section 1(a) of the Note is hereby deleted inntirety and replaced with the following:

“Accrued and unpaid interest shall continue to be dnd payable on the first day of each month Gr@dember 31, 2007 (the * Maturity
Date”), at which time the entire outstanding principalance hereof, all accrued and unpaid interestimeand ail other amounts payable
hereunder, shall be due and payable in full withmmtice. Notwithstanding the foregoing, Borrowennadect to extend the Maturity Date
for one (1) period of twelve (12) months (the “ &xs$ion Period) provided that: (i) prior to the commencement of Extension Period,” r
Default has occurred and remains uncured undéhi@).oan or (b) that certain loan originally mdneBeneficiary to Parker-Chandler
Homes, Inc. in the original principal amount of 8ewiillion Five Hundred Thousand and No/100 Dollghg,500,000.00) (as the same
been amended, renewed, supplemented or restatedifne to time, the “ Atlanta Homes Lo&nor (c) that certain loan originally made
Beneficiary to Highland Avenue Properties, LLC lire toriginal principal amount of Four Million Eightundred Fifty One Thousand Two
Hundred Thirty-Five and No/100 Dollars ($4,851,Z85.(as the same has been amended, renewed, seppéehor restated from time to
time, the“Highlands Loan”) or (d) that certain loariginally made by Beneficiary to Comstock Hométimg Companies, Inc. in the
original principal amount of Fifteen Million and M®0 Dollars ($15,000,000.00) (the “ Fifteen Milli@ollar Comstock Loaf); and

(i) the Borrower has timely made all required pipal payments pursuant to Section 1(b) hereof;(afdhe Borrower pays an extension
fee to Lender in an amount equal to dvadf of one percent (0.50%) of the then outstandiogn amount, taking into account any paymu
made in reduction of the then outstanding Loan amauhich extension fee must be paid by Borrowdregnder in immediately available
funds on or before December 31, 2007; and (ivBbeower pays to Lender, in immediately availahlads on or before December 31,
2007, an amount (the * Mandatory September Appr&agment’) sufficient to reduce the then outstanding priatibalance of the Loan
to eighty-percent (80%) of the value of the Propes determined pursuant to the September Appr@sdiereinafter defined), and (v) on
or before August 1, 2007, Borrower provides Lendigh written notice that Borrower elects to extehd Maturity Date for the Extension
Period (such election in accordance with the terersof shall be referred to as the “ Extension @pf).

Upon the timely receipt by Lender of Borrovgawritten election to exercise the Extension Optlander shall order an “as-is”
appraisal of the Property on a per unit basis pt&aber of 2007, at the sole cost and expense wb®er, which appraisal shall be
satisfactory to Lender in Lender’s sole discrefihre “ September Appraisl.
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The Mandatory September Appraisal Payment shatbbmilated, in Lender’s sole discretion, based ufipthe September Appraisal and
(i) the number of units encumbered by the Deedirakt (as hereinafter defined) on December 30, 200¥(iii) the principal amount of the
Loan outstanding on December 30, 2007.”

b. Section 1(b). Section 1(b) of the Note is hereby deleted andaga with the following:

“In addition to all payments due and payable punsta Section 1(a) of this Note, Borrower shall payender, in immediately available
funds, payments to reduce the outstanding printipkiince of the Loan in accordance with the follayéchedule contained in this Section 1
(b):

$ Amount of Required Principal

Due Date Payment
June 30, 200 $ 500,000.0(
Extension Perio

March 31,200¢ $1,000,000.0(
June 30, 200 $1,000,000.0(
September 30, 20( $1,000,000.0(

Borrower hereby agrees that, in the event Borrawenable to make the aforementioned payments frensale of units at the Property,
Borrower is nevertheless obligated to make theesfi@ntioned payments to Lender with no exceptioasuie to make any of the payments
specified on the schedule contained in this Sedti¢in) shall constitute a Default and/or Event ef&ult as defined in the Loan Documents
and Lender shall be immediately entitled to exerei remedies available to Lender under any aihof #he Loan Documents-.—

8. Deed of Trust.
Section 10.1Section 10.1 of the Deed of Trust is hereby deleteghd replaced with the following:

“Prior to the Maturity Date, upon request from tBeantor, and provided no default exists under drp@Loan Documents, the Beneficiary
shall release any Unit upon payment by the Graoftarrelease price in accordance with the scheoklewv. The payment of a release price
shall be applied as set forth in Section 8 of tleedof Trust Note and in accordance with Exhibétiched hereto. The Grantor shall pay
and all legal fees incurred by the Beneficiary @mmection with any such release.

Type of Unit Square Footag Release Pric
1 bedroom/1 bat 48¢ $136,33¢
1 bedroom/1 bat 59C $163,61¢
1 bedroom/1 bat 677 $177,26:.
1 bedroom/1 bat 74¢ $185,44"
2 bedroom/2 bat 901 $222,81:
2 bedroom/2 bat 101( $238,83!
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If Grantor elects to extend the Maturity Date ic@clance with the terms of the Deed of Trust Natetlie same may be amended, renewed,
supplemented or restated from time to time), Bemafy shall release any unit upon payment by then@r of a release price determined by
Lender, in Lender’s sole discretion, equal to treater of either (i) the release price listed is Bection 10.1 for the unit Grantor wishes to
have released or (ii) the as-is value of the uniletermined by the September Appraisal (as defindte Deed of Trust Note).”

9. Loan Agreement.

a. Section 61(b) . The following language shall be added to the Logne&ment as Section 6.1(b) and the remaining stibes®f
Section 6.1 shall be re numbered accordingly:

“(b) Additionally, Borrower must submit to Lende) yithin ten (10) days from the end of each momtionthly financial statements (all of
which financial statements must include a balamest income statement, sources and uses of fondsi¢h fiscal month, projected sources
and uses of funds for the coming month, detaikstihij and description of all contingent liabilitieax returns, written verification of liquidity
and such other supporting schedules and documamta#ill such financial statements shall be cextifas true and correct by the Chief
Financial Officer of Comstock Homebuilding Compamniic. in a form acceptable to the Lender inediects; and (ii) within thirty (30) da
from the end of each month a certified rent rofltfee Property; and”

b. Section 6.15Section 6.15 of the Loan Agreement is hereby delatel replaced in its entirety with the following:

“In accordance with Section 1 (b) of the Note, Barer shall pay to Lender, in immediately availatieds, payments to reduce the
outstanding principal balance of the Loan as fodow

$ Amount of Required Principal

Due Date Payment
June 30, 200 $ 500,000.00
Extension Period

March 31 , 200¢ $ 1,000,000.00
June 30, 200 $1,000,0000.00
September 30 , 20( $ 1,000,000.00

Borrower hereby agrees that, in the event Borrawenable to make the aforementioned payments frensale of units at the Property,
Borrower is nevertheless obligated to make theemfi@ntioned payments to Lender with no exceptioasuie to make any of the payments
specified on the schedule contained in this Se@iah shall constitute a Default and/or Event ofdDé as defined in the Loan Documents
and Lender shall be immediately entitled to exereil remedies available to Lender under any ahof #he Loan documents.”
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10. Borrower's Representations and Warranties The Borrower hereby reaffirms all of representatiand warranties set forth in the
Loan Documents, and further represents and warthats(a) the Borrower is the sole legal and biers@fowner of the Property; (b) the
execution and delivery of this Agreement does oaotravene, result in a breach of, or constitutefault under, any deed of trust, loan
agreement, indenture or other contract or agreetnemhich Borrower is a party or by which Borrowerany of its properties may be bound
(nor would such execution and delivery constitutehsa default with the passage of time or the givihnotice or both), and does not violate
or contravene any law, order, decree, rule, reguiair restriction to which Borrower or the Propes subject; (c) this Agreement constitutes
the legal, valid and binding obligations of Borravemforceable in accordance with its terms; (d)akecution and delivery of, and
performance under, this Agreement are within Boedsvpower and authority without the joinder or sent of any other party and have been
duly authorized by all requisite action, and areéina@ontravention of any law, or of any indenturgreement or undertaking to which
Borrower is a party or by which it is bound; (e¢té exists no default under the Note or any otleanLDocument; (f) there are no offsets,
claims or defenses with respect to the Obligatians; (g) Borrower is duly organized and legallyséirg under the laws of the state of its
organization and is duly qualified to do businesthe Commonwealth of Virginia. The Borrower funthepresents and warrants that, except
as disclosed in public filings, there is no matesiat, judicial or administrative action, clainmviestigation, inquiry, proceeding or demand
pending (or, to Borrower’s knowledge, threatenagiast (i) Borrower, or against any other persablé directly or indirectly for the
Obligations, or (ii) which affects the Propertytbe Borrower’s title to the Property, or (iii) whiaffects the validity enforceability or priority
of any of the Loan Documents. Borrower agrees deiinnify and hold the Lender harmless against asg, ldaim, damage, liability or
expense (including, without limitation, attorneysés) incurred as a result of any representatiamaoranty made by Borrower herein which
proves to be untrue or inaccurate in any respadtaay such occurrence shall constitute a defaualeuthe Loan Documents.

11. Guaranty. Paragraph (i) and (ii) are hereby deleted fromiSeet of the Guaranty.

12. Renewal; Lien Continuation; No Novation Borrower hereby renews the Obligations and prontisgsy and perform all
Obligations as modified by this Agreement. The kiane hereby ratified and confirmed as valid, silvgj and continuing to secure the
Obligations, as modified hereby. Nothing hereinlishaany manner diminish, impair, waive or extingjuthe Note, the Obligations or the
Liens. The execution and delivery of this Agreensdll not constitute a novation of the debt evigdehand secured by the Loan Documents.

13. ExpensesBorrower shall pay all costs and expenses and rgisell_ender for any and all expenditures of evegracter incurred or
expended from time to time, regardless of whethaefault shall have occurred, in connection withtfié&s Agreement; (b) the restructuring of
the Loan which has occurred previous to and simattasly with the execution of this Agreement; (@ issuance by Lender at any time
(including any time prior to the execution of tligreement) of any default letters or standstilldet or correspondence of any kind to
Borrower in connection with the Loan; (d) the exalan, monitoring and protection of the Propertyguant to rights given in the Loan
Documents or by law; and (e) the creation, perb@ctr realization upon the Liens, and all costs exjgtenses relating to Lender’s exercise of
any of its rights and remedies under any of thenLbacuments or at law, including, without limitaticall filing fees, taxes, brokerage fees
and commissions, title review and abstract feegrdation and transfer taxes, Uniform Commerciad€search fees, other fees and expense
incident to title searches,
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reports and security interests, escrow fees, aya'rfees, legal expenses, court Costs, fees gmehers incurred in connection with any
complete or partial liquidation of the Propertydaail fees and expenses for any professional sreiating to the Property or any operations
conducted in connection with it; providdthwever, no right or option granted by BorroweLé&nder or otherwise arising pursuant to any
provision of this or any other document shall berded to impose a duty on Lender to supervise, mioaitprotect any aspect of the Property
or any operations conducted in connection with it.

14. Reaffirmation of Guaranty . Guarantor, by signature below as such, for a véduedinsideration, the receipt and adequacy of which
are hereby acknowledged, hereby consents to amslijoithis Agreement and hereby declares to areeagrith Lender that the Guaranty
Agreement is and shall continue in full force affeéa for the benefit of Lender with respect to thkligations, as amended by this
Agreement, that there are no offsets, claims, aral@ims, crossclaims or defenses of the Guaravitbrrespect to the Guaranty Agreement
nor, to the Guarantor’s knowledge, with respe¢h&oObligations, that the Guaranty Agreement isralgtased, diminished or impaired in any
way by this Agreement or the transactions contetaglhereby, and that the Guaranty Agreement idlyewmified and confirmed in all
respects. Each Guarantor hereby reaffirms all @f#épresentations, warranties and covenants gbtifothe Guaranty Agreement. Each
Guarantor acknowledges that without this consedtraaffirmation, Lender would not execute this Agmeent or otherwise consent to its
terms.

15. Authorization. At the time of execution of this Modification, Bower shall, if and to the extent requested by Lendigiver to
Lender (a) the opinion of Borrower’s counsel datezidate hereof, in form and substance satisfattolcgnder, that this Agreement has been
duly authorized, executed and delivered by Borroavet the Guarantor and is binding on, and enfoteesdminst, the Borrower and the
Guarantor in accordance with its terms; and (bhsather evidence of due authorization and executiothe Borrower and the Guarantor as
the Lender may require.

16. Further Assurances The Borrower agrees to execute and deliver to #ralker, promptly upon request from Lender, suchtewhdil
documents as may be necessary or appropriate sngonate the transactions contemplated hereinperfect, or continue the perfection of,
the Liens.

17. No DefensesBorrower and Guarantor, as the case may be, eposent and warrant that they (individually andemdively) have
no claims, actions, causes of action, defensesitentlaims or setoffs of any kind or nature whilslyt can assert against Lender in connet
with the making, closing, administration, collectior enforcement by Lender of the Loan Documehtis,Agreement or any related
agreements.

18. Default Under Deed of Trust If Borrower shall fail to keep or perform any oktbovenants or agreements contained herein oryi
of the Loan Documents, or if any statement, reprad®n or warranty contained herein is false, eading or erroneous in any material
respect, Borrower shall be deemed to be in detader the Deed of Trust and Lender shall be edtétdts option to exercise any and all of
the rights and remedies granted pursuant to thel DE€rust, as amended hereby, or any other LoatuBent or to which Lender may
otherwise be entitled, whether at law or in equity.
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19. No Waiver by Lender.Borrower acknowledges and agrees that the execatitiis Agreement by the Lender is not intended no
shall it be construed as (a) an actual or impliedrer of any, default under the Note, the DeedrokTor any other Loan Document (apart
from Borrowers failure to make the principal payment requireéanade under the Loan on September 30, 200€)) an actual or implie
waiver of any condition or obligation imposed ugba Borrower pursuant to the Note, the Deed of flousiny other Loan Document, except
to the extent, if any, specified herein.

20. Borrower's Performance.If Borrower should fail to comply with any of thgr@ements, covenants or obligations of the Borrower
under this or any other Loan Document, then LeKideBorrower’s name or in its own name) may, but is under naatibn to, perform ther
or cause them to be performed for the account ofder at Borrower’s sole expense. Any and all eges thus incurred or paid by Lender
shall be Borrower’s demand obligations to Lendet simall bear interest, from the date of Lenderimpant of any such obligation or expense
for Borrower’s account until the date on which Baver repays it to Lender, at the default rate tdriest set forth in the Note. Upon making
any such payment or incurring any such expensejereshall be fully subrogated to all of the rightthe person or entity receiving such
payment. Any amounts owing by Borrower to Lenderspant to this provision or any other provisiorttaé Agreement shall automatically
and without notice constitute a portion of the @Qations evidenced by the Note secured by the DeE&dust and the other Loan Documents,
and guaranteed by the Guarantors under the GuaiBmyamount and nature of any such expense artthtbavhen paid shall be fully
established by the affidavit of Lender or any ohter’s officers or agents.

21. Release of LendetJpon execution of this Agreement, Borrower and @uotor each hereby releases, remises and forevaradges
Lender, its employees, officers, directors, comsul, advisors, participants, agents and affilicteBectively, the “ Lender Parti€} from any
and all causes of actions, suits, debts, claimdantands whatsoever arising prior to executiomisfAgreement in law or in equity due to
any action taken or omitted be taken by any ofL.ttxeder Parties in connection with the Loan, theaAth Homes Loan, the Highlands Loan,
the LOC Note, the Fifteen Million Dollar Comstockéan or any other potential transaction between &@uar (or any affiliate of Guarantor)
and Lender that may have been discussed with Lénderot consummated.

22. MiscellaneousTo the extent of any conflict between the Notedjoy earlier modification of it) and this Modificati, this
Modification shall control. Except as hereby exghgsnodified, all terms of the Note and all otheran Documents (as any of them may have
been previously modified by any written agreemeatain in full force and effect. This Agreementghgll bind and benefit the parties he
and their respective heirs, beneficiaries, admigists, executors, receivers, trustees, succeardrassigns (provided, however, no party «
than the Lender shall assign its rights hereundirowt the prior written consent of the Lender)) ifmay be modified or amended only by a
writing signed by the Lender and the Borrower;$£)JALL BE GOVERNED BY (INCLUDING BUT NOT LIMITED TOITS VALIDITY,
ENFORCEMENT AND INTERPRETATION) THE LAWS OF THE COMONWEALTH OF VIRGINIA AND UNITED STATES
FEDERAL LAW; (d) may be executed in several coupdets, and by the parties hereto on separate apamte, and each counterpart, when
executed and delivered, shall constitute an origigeeement enforceable against all who signeditlitout production of or accounting for a
other counterpart, and all separate counterpastt @nstitute the same agreement; and (e) embdutesntire agreement and understanding
between the parties with respect to modificatiodhdazuments provided for herein and supersedgwiall conflicting or inconsistent
agreements, consents and understandings relatwgtosubject matter. “Borrower” shall includethieir individual capacities and jointly, all
parties hereinabove named as the Borrower. Thesjutovenants, conditions, obligations, and waeamtf the Borrower in this Agreement
shall be joint and several obligations of the Bareo and, if more than one, of each party namea &8thrrower hereinabove, and each such
party’s heirs, legal representatives, successatasasigns.
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If any Borrower is a corporation, partnership dfatlegal entity, the Borrower ana the person os@®s signing for it represent and warrant
to the Lender that this Agreement is duly execusetnowledged and delivered by the Borrower’s dulthorized representatives. Whenever
used herein, the singular number shall includeptheal and the plural the singular, and any gestietl be applicable to all genders. The use
of the words “herein”, “hereof”, “hereunder” anchet similar compounds of the word “here” shall ratethis entire Modification and not to
any particular section, paragraph or provision. fibadings in this Modification shall be accordedsigmificance in interpreting it.

23. NoticesAll notices, in connection with the Loan addrestetiender, shall hereinafter be sent to Lendehafollowing address:
Lender:

Norman Trepne

Bank of America, N.A.
187 Danbury Road
Wilton, CT 06897

Fax (203) 423-4003

with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Ladreda Spencer
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Bank of America, N.A.

Attn:Loan Administration, Kathle Hatton
101 E. Kennedy Boulevard (7th Floor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Friedlander, Misler, Sloan, Kletzkin & Ochsman, FLL
Attn: David M. Astrove

1101 17th Street, NW, Suite 700

Washington, DC 20036

[remainder of page intentionally left blank]
[signatures to follow]
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EXECUTED ON THE DATE OR DATES OF THE ACKNOWLEEMENTS HEREOF, BUT EFFECTIVE AS OF
THE DATE FIRST STATED IN THIS AGREEMENT.

WITNESS: BORROWER:

COMSTOCK BELLEMEADE, L.C., a Virginia
limited liability company

By: COMSTOCK HOMEBUILDING
COMPANIES, INC., as Manag:

/sl Bruce Labovit: By: /s/ Christopher Clemen
Print Name: Bruce Labovit Print Name:
Print Title:
[SEAL]
COMMONWEALTH OF VIRGINIA )
)ss:
COUNTY OF FairFa» )

I, Kelly L. Wyche, a Notary Public in and fire aforesaid said jurisdiction, do hereby cetttifgt Christopher Clemente who is personally
well known to me as (or satisfactorily proven to tnde) the person who signed the foregoing instnirexecuted this 28 day of
December,2006, personally appeared before mednjwsdiction and acknowledged that he is the GEQGOMSTOCK
HOMEBUILDING COMPANIES, INC., a Delaware corporation, which is the Manage€C&MSTOCK BELLEMEADE, L.C. ,a
Virginia limited liability company which is a partp the foregoing instrument; that he has been dutfiorized to execute and deliver the
foregoing instrument for the purposes therein doethand that the same is his act and deed arattlend deed d@OMSTOCK
BELLEMEADE, L.C.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this 28 day of December , 2006.

Kelly L. Wyche
Notary Public

(SEAL)
My Commission expires: -30-08

[signatures continue on the next pag]
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WITNESS: LENDER:
BANK OF AMERICA, N.A.
By:

Print Name Print Name
Print Title:

[CORPORATE SEAL]

STATE OF FLORIDA )
) ss:
COUNTY OF HILLSBOROUGH )

l, , Notary Public in and for the aforesaid said jdiéson, do hereby certify that , Who is personally
well known to me as (or sausfactonly proven to mé)e) the person who signed the foregoing instninexecuted this day of
, 2006, personally appeared before me in saiddigtisn and acknowledged that he is the , of BANK OF
AMERICA, N.A., a national banking association; that he has bebnadithorized to execute and deliver the foregchmyument for the
purposes therein contained and that the same &hiend deed and the act and deeBAIXK OF AMERICA, N.A.

IN WITNESS WHEREOF, | have set my hand andaxat Seal, this day of , 2006.

Notary Public
(SEAL)

My Commission expires

[signatures continue on the next page]
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WITNESS: GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES,
INC, a Delaware corporatic

/sl Bruce Labovit: By: /s/ Christopher Clemen

Print Name: Bruce Labovit Print Name: Christoper Clemer
Print Title: CEC

[SEAL]
COMMONWEALTH OF VIRGINIA )

) ss:
COUNTY OF FairFa» )

I, Kelly L. Wyche, a Notary Public in and fire aforesaid said jurisdiction, do hereby cettifgt Christopher Clemente, who is personally
well known to me as (or satisfactorily proven to tade) the person who signed the foregoing instmirexecuted this 27 day of December,
2006, personally appeared before me in said juttiedi and acknowledged that he is the CE@OMSTOCK HOMEBUILDING
COMPANIES, INC., a Delaware corporation which is a party to thedoirg instrument; that he has been duly authoriaezkecute and
deliver the foregoing instrument for the purposes¢in contained and that the same is his act aed dnd the act and deedd®MSTOCK
HOMEBUILDING COMPANIES, INC., a Delaware corporation.

IN WITNESS WHEREOF, | have set my hand andaat Seal, this 27 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)

My Commission expires: -30-08

[signatures continue on the next page]
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WITNESS: TRUSTEE:

Print Name LENKA E. LUNDSTEN
Sole Acting Truste:

[CORPORATE SEAL]

COMMONWEALTH OF VIRGINIA
SS!.
COUNTY OF

| HEREBY CERTIFY that on this day of , 2006, before me, the subscriber, a Notary Publand for the
jurisdiction aforesaid, personally appeared in gaigdiction LENKA E. LUNDSTEN, personally well kiwn to me (or satisfactorily prove
to be the person who executed the foregoing insgtniras TRUSTEE; and acknowledged that, having aitytto do so, she executed the
foregoing instrument as her act and deed for tlpgaes therein contained, and delivered the sarsachs

WITNESS my hand and Notarial Seal the yeardmydfirst above written.

~— N —

[SEAL]

Notary Public
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Exhibit 10.56

SECOND LOAN MODIFICATION AGREEMENT

THIS SECOND LOAN MODIFICATION AGREEMENT (thisAgreement” or this “Modification”) is made effegt as of the 22dday of
November, 2006, by and among: COMSTOCK HOMEBUILDI®MPANIES, INC., a Delaware corporation (“Borrower,” whether on
or more) and BANK OF AMERICA, N.A., a national bangf association, its successors and assigns (thedér”).

RECITALS:

WHEREAS, pursuant to the terms of that cerRéwvolving Line of Credit Note dated as of Febru2®y 2006, by and between Borrower
and Lender (and as the same may be further modiéedwed, supplemented or restated, the “Notefhder made a loan (the “Loan”) to
Borrower in the original principal amount of Fifte®illion and No/100 Dollars ($ 15,000,000.00),easdenced by the Note (all documents
executed in connection with the Loan are hereinaffierred to as the “Loan Documents”). Borrowetdigations under the Note and the
other Loan Documents are hereinafter collectivaljed the “Obligations”.

WHEREAS, pursuant to that certain Loan Modifion Agreement dated August 22,2006, Borrowerlaerttler agreed to (i) reduce the
maximum outstanding principal amount of the loaifém Million and No/100 Dollars ($10,000,000.00Gi); ¢xtend the Maturity Date of the
Loan to November 22, 2006 and (iii) make certalreothanges in connection with the Loan and Loacub@nts.

WHEREAS, the outstanding principal balancearrttie Loan as of the date hereof is Ten Milliod &lw/100 Dollars ($10,000,000.00);
and

WHEREAS, at the request of the Borrower, teader has agreed to modify the Loan to (i) redhegotincipal amount of the Loan;
(i) extend the Maturity Date of the Loan and (npdify certain payment terms of the Loan.

NOW, THEREFORE, in consideration of the sunTehf Dollars ($10.00), and other good and valuebtesideration, the receipt and
sufficiency of which are hereby acknowledged bypailtties, the parties agree as follows:

1. Recitals. The recitals set forth above are a material glathis Agreement. Borrower acknowledges and afithe accuracy of the
recitals set forth above.

2. Definitions. All capitalized terms herein, unless otherwisemdi shall have the same meaning ascribed to sutls &s in the Loan
Documents.

3. Maturity . All of the Obligations, including (without limiteon) all outstanding principal, accrued and unpatdrest, outstanding late
charges, unpaid fees, and all other amounts oulisigmunder the Note and the other Loan Documehtd| ke due and payable in full on
December 28, 2007 (the “Maturity Date”). All refaces to the Maturity Date contained in the Loan uboents shall refer to the Maturity
Date as defined in this Agreement.

4. Revolving Line of Credit Note.

a. Revolver.The title of the Note is hereby amended to “Notg’bm the date hereof, the Loan is not revolvingy Amount repaid
may not be reborrowed.
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b. Amount. The Note is hereby amended to change the maximgnegate principal amount which can be outstandirdputhe Note
to Five Million and No/100 Dollars ($5,000,000.06) the terms and conditions set forth in the NAatey reference in the Loan Documents,
as modified, to the amount of the Loan or Note Hy®00,000.00 is hereby deleted in its entirety thiedamount $5,000,000.00 is substituted
in lieu thereof.

c. Payments Due at ClosingJpon execution hereof, Borrower shall pay to Len(@efive Million and No/100 Dollars
($5,000,000.00), in reduction of the current outdiag principal amount of the Note, which amourduéficient to reduce the outstanding
principal amount of the Note to Five Million and 60 Dollars ($5,000,000.00) and (ii) all unpaiteiest that has accrued under the Loan as
of December 28, 2006.

d. Interest Payments Accrued and unpaid interest shall be due and pay@bthe 28 of each month commencing January 28, 2007.

e. Principal Payments.In addition to all other payments required under Xtote, Borrower shall pay to Lender, in immediatel
available funds, five monthly payments in the ant@frEight Hundred Thirty Four Thousand and No/Tifllars ($834,000.00), which shall
be due and payable on July 28, 2007, August 287.288ptember 28, 2007, October 28, 2007 and Novea&&@007. Furthermore, Borrow
shall pay to Lender, in immediately available funalse payment in the amount of Eight Hundred Thittpusand and No/100 Dollars
($830,000.00), which shall be due and payable ervthturity Date together with all interest, feesl @amounts then due under the Loan.

f. Additional Financial Statements Required.The following language shall be added as Sectia)(i8] of the Note:

“Additionally, Borrower must submit to Lender withten (10) days from the end of each month, morfthncial statements (all of which
financial statements must include a balance shrestine statement, sources and uses of funds forfeal month, projected sources and
uses of funds for the coming month, detailed Igstmd description of all contingent liabilitiesx teeturns, written verification of liquidity and
such other supporting schedules and documenta#dirguch financial statements shall be certifisdtaie and correct by Borrower’s Chief
Financial Officer in a form acceptable to the Lemideall respects.”

g. Form of Payment.From the date hereof, Borrower must make all pagymehany kind whatsoever, due by Borrower to Lernde
connection with the Loan, via wire transfer of intdisgely available funds, in accordance with thangirinstructions attached hereto as
Exhibit A.

h. Covenants.Section 8(b) and 8(c) of the Note are hereby délete

5. Moadification to Atlanta Loan, Highlands Loan ard Bellemeade LoanSimultaneously with the execution of this Agreement
(i) Comstock Homes of Atlanta, LLC, Comstock Honoé#/yrtle Beach, LLC (formerly known as Parker-Clér Homes/South Carolina,
LLC) and Borrower shall execute that certain Loandiication Agreement in connection with that certiman originally made by Lender to
Comstock Homes of Atlanta, LLC (formerly known aHPDevelopment, LLC which is successor by mergdradker Chandler Homes, In
in the original principal amount of Seven Millioive Hundred Thousand and No/100 Dollars ($7,50Q0Q0) (as the same has been
amended, renewed, supplemented or restated froentdim
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time, the “Atlanta Homes Loan”) (ii) Highland AveadProperties, LLC and Borrower shall execute teatiain Loan Modification Agreement
in connection with that certain loan originally nesloly Lender to Highland Avenue Properties, LLCHe original principal amount of Four
Million Eight Hundred Fifty One Thousand Two Hundr€hirty-Five and No/100 Dollars ($4,851,235.0Q) the same has been amended,
renewed, supplemented or restated from time to, tihee“Highlands Loan”); and (iii) Comstock Belleade, L.C. and Borrower shall execute
that certain First Loan Modification Agreement onoection with that certain loan originally madellgnder to Comstock Bellemeade, L.C.
in the original principal amount of Forty-Six Mitlh Seven Hundred Twenty-Five Thousand and No/10@&B3q$46,725,000.00) (as the
same has been amended, renewed, supplementedateddsom time to time, the “Bellemeade Loan”).

6. Borrower's Representations and Warranties The Borrower hereby reaffirms all of representatiand warranties set forth in the
Loan Documents, and further represents and warthats(a) the execution and delivery of this Agneat does not contravene, resulting in a
breach of, or constitute a default under, any agedist, loan agreement, indenture or other cahtvaagreement to which Borrower is a
party or by which Borrower or any of its propertiaay be bound (nor would such execution and deligenstitute such a default with the
passage of time or the giving of notice or bothy does not violate or contravene any law, ordecrek, rule, regulation or restriction to
which Borrower or any of Borrower’s Property is gdt; (b) this Agreement constitutes the legalidszahd binding obligations of Borrower
enforceable in accordance with its terms; (c) tkexation and delivery of, and performance undes, Agreement are within Borrower’s
power and authority without the joinder or consafriiny other party and have been duly authorizedlbryequisite action, and are not in
contravention of any law, or of any indenture, agnent or undertaking to which Borrower is a partpywhich it is bound; (d) there exists
no default under the Note or any other Loan Documénich will not be cured by execution of this Mbidation; (e) there are no offsets,
claims or defenses with respect to the Obligatianst (f) Borrower is duly organized and legallystixig under the laws of the state of its
organization and is duly qualified to do businesthe Commonwealth of Virginia. The Borrower funthepresents and warrants that, except
as disclosed in public filings, there is no matesiat, judicial or administrative action, clainmviestigation, inquiry, proceeding or demand
pending (or, to Borrower’s knowledge, threatenagiast (i) Borrower, or against any other persablé directly or indirectly for the
Obligations, or (ii) which affects title to any Bbrrower’s Property or the Borrower’s title to anfyBorrower’s Property, or (iii) which affects
the validity enforceability or priority of any ofi¢ Loan Documents. Borrower agrees to indemnifytaoid the Lender harmless against any
loss, claim damage, liability or expense (includiwghout limitation, attorneys’ fees) incurredasesult of any representation or warranty
made by Borrower herein which proves to be untrieaccurate in any respect, and any such occuerehall constitute a default under the
Loan Documents.

7. Renewal; Obligation Continuation; No Novation. The Borrower hereby renews the Obligations and esto pay and perform the
Obligations as modified by this Agreement. All @altions evidenced by the Note are hereby ratifretlc@nfirmed as valid, subsisting and
continuing to secure the Obligations, as modifieteby, Nothing herein shall in any manner diministpair, waive or extinguish the Note or
the Obligations. The execution and delivery of thiseement shall not constitute a novation of tebteevidenced by the Note and the Loan
Documents.

8. Expenses Borrower shall pay all costs and expenses and raisetl_ender for any and all expenditures of evearacter incurred or
expended from time to time, regardless of whethgfault shall have occurred, in connection withtiés Agreement;
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(b) the restructuring of the Loan which has ocalipeevious to and simultaneously with the executibthis Agreement; (c) the issuance by
Lender at any time (including any time prior to thescution of this Agreement) of any default letter standstill letters or correspondence of
any kind to Borrower in connection with the Load) the evaluation, monitoring and protection of afiorrower’s Property pursuant to
rights given in the Loan Documents or by law; aggtlie creation, perfection or realization uponlttens, and all costs and expenses relating
to Lender’s exercise of any of its rights and reiegdinder any of the Loan Documents or at lawpiiclg, without limitation, all filing fees,
taxes, brokerage fees and commissions, title regigvabstract fees, recordation and transfer tak@form Commercial Code search fees,
other fees and expenses incident to title searcbpsrts and security interests, escrow fees,ray&’ fees, legal expenses, court costs, fees
and expenses incurred in connection with any cotamepartial liquidation of the Property, andfakks and expenses for any professional
service relating to the Property or any operatmmsducted in connection with it; providelowever, no right or option granted by Borrower
to Lender or otherwise arising pursuant to any jsiom of this or any other document shall be deetnéthpose a duty on Lender to
supervise, monitor or protect any aspect of thg@my or any operations conducted in connectioh wit

9. Authorization. At the time of execution of this Modification, Bower shall, if and to the extent requested by Lengdigiver to Lende
() the opinion of Borrowes' counsel dated the date hereof, in form and substsatisfactory to Lender, that this Modificatidgreement ha
been duly authorized, executed and delivered bydsar and is binding on, and enforceable agaihstBorrower in accordance with its
terms; and (b) such other evidence of due authiwizand execution by the Borrower as the Lendey reguire.

10. Further Assurances The Borrower agrees to execute and deliver to greder, promptly upon request from Lender, suchtizahdil
documents as may be necessary or appropriate soeonate the transactions contemplated hereinperfect, or continue the perfection of,
the Liens.

11. No DefensesBorrower represents and warrant that they (indiailjuand collectively) have no claims, actions, sesiof action,
defenses, counterclaims or setoffs of any kindadure which Borrower can assert against Lendeoimection with the making, closing,
administration, collection or enforcement by Lendethe Loan Documents, this Agreement or any eelagreements.

12. Default Under Deed of Trust If Borrower shall fail to keep or perform any oktbovenants or agreements contained herein oryi
of the Loan Documents, or if any statement, repriagion or warranty contained herein is false, e@ding or erroneous in any material
respect, Borrower shall be deemed to be in defmder the Loan Documents and Lender shall be edtétt its option to exercise any and all
of the rights and remedies granted pursuant thdlad@ Documents, as amended hereby, or any other Doaument or to which Lender may
otherwise be entitled, whether at law or in equity.

13. No Waiver by Lender. Borrower acknowledges and agrees that the execatitiis Agreement by the Lender is not intended no
shall it be construed as (a) an actual or implia@iver of any, default under the Note or any othearh Document (apart from Borrower’s
failure to pay the Loan in full on November 22, 8D0or (b) an actual or implied waiver of any cdiadi or obligation imposed upon the
Borrower pursuant to the Note or any other Loanuboent, except to the extent, if any, specified imere
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14. Borrower's Performance. If Borrower should fail to comply with any of thgr@ements, covenants or obligations of the Borrower
under this or any other Loan Document, then LelideBorrower's name or in its own name) may, but is under n@gatbn to, perform ther
or cause them to be performed for the account ofdBeer at Borrower’s sole expense, Any and all eges thus incurred or paid by Lender
shall be Borrower’s demand obligations to Lendet simall bear interest, from the date of Lenderimpant of any such obligation or expense
for Borrower’s account until the date on which Baver repays it to Lender, at the default rate tdriest set forth in the Note. Upon making
any such payment or incurring any such expensejereshall be fully subrogated to all of the rightthe person or entity receiving such
payment. Any amounts owing by Borrower to Lendenspant to this provision or any other provisiortto§ Agreement shall automatically
and without notice constitute a portion of the @Qations evidenced by the Note and the other LoatuBents. The amount and nature of any
such expense and the time when paid shall be ésligblished by the affidavit of Lender or any ohder’s officers or agents.

15. Release of LenderUpon execution of this Agreement, Borrower hersfigases, remises and forever discharges Lensler, i
employees, officers, directors, consultants, adsigearticipants, agents and affiliates (colledyivehe “ Lender Partiey from any and all
causes of actions, suits, debts, claims and demalnatisoever arising prior to execution of this Agrent in law or in equity due to any
action taken or omitted be taken by any of the leeriRhrties in connection with the Loan, the Atladtanes Loan, the Highlands Loan, the
Bellemeade Loan or any other potential transadietveen Borrower (or any affiliate of Borrower) drehder that may have been discussed
with Lender but not consummated.

16. Miscellaneous To the extent of any conflict between the Noteglay earlier modification of it) and this Modificati, this
Modification shall control. Except as hereby exghgsnodified, all terms of the Note and all otheran Documents (as any of them may have
been previously modified by any written agreemea)ain in full force and effect. This Modificatidxgreement (a) shall bind and benefit
parties hereto and their respective heirs, berefed, administrators, executors, receivers, tegsteuccessors and assigns (provided, how
no party other than the Lender shall assign itstsitnereunder without the prior written consenthefLender); (b) may be modified or
amended only by a writing signed by the LenderthedBorrower; (¢) SHALL BE GOVERNED BY (INCLUDING BT NOT LIMITED TO
ITS VALIDITY, ENFORCEMENT AND INTERPRETATION) THE IAWS OF THE COMMONWEALTH OF VIRGINIA AND UNITED
STATES FEDERAL LAW; (d) may be executed in seve@linterparts, and by the parties hereto on sepeoatgerparts, and each
counterpart, when executed and delivered, shalititate an original agreement enforceable agaihsthe signed it without production of or
accounting for any other counterpart, and all ssigacounterparts shall constitute the same agreearah(e) embodies the entire agreement
and understanding between the parties with respeunbdifications of documents provided for heremd gaupersedes all prior conflicting or
inconsistent agreements, consents and understandilaging to such subject matter. “Borrower” sliatlude, in their individual capacities
and jointly, all parties hereinabove named as thed@®ver. The duties, covenants, conditions, ohiiges, and warranties of the Borrower in
this Agreement shall be joint and several obligatiof the Borrower and, if more than one, of eaattypnamed a the Borrower hereinabove,
and each such party’s heirs, legal representathuesessors and assigns. If any Borrower is a catipa, partnership or other legal entity, the
Borrower and the person or persons signing faptesent and warrant to the Lender that this Agesens duly executed, acknowledged and
delivered by the Borrower’s duly authorized reprgatives. Whenever used herein, the singular nursiet include the plural and the plural
the singular, and any gender shall be applicab& tpenders. The use of the words “herein”, “hérdzereunder” and other similar
compounds of the word “here” shall refer to thisirenModification and not to any particular sectigaragraph or provision. The headings in
this Modification shall be accorded no significamténterpreting it.
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17. NoticesAll natices, in connection with the Loan addressetender, shall hereinafter be sent to Lendenefdllowing address:

Lender:

Norman Trepne

Bank of America, N.A.
187 Danbury Road
Wilton, CT 06897

Fax (203) 423-4003

with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Ladreda Spencer
101 E. Kennedy Boulevard {TFloor)

Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Bank of America, N.A.

Attn: Loan Administration, Kathie Hatton
101 E. Kennedy Boulevard {TFloor)
Tampa, FL 33602

Fax (813) 225-8322

with a copy to:

Friedlander, Misler, Sloan, Kletzkin & Ochsman, RLL
Attn: David M. Astrove

1101 17 Street, NW, Suite 700

Washington, DC 20036

[remainder of page intentionally left blank]
[signatures to follow]
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EXECUTED ON THE DATE OR DATES OF THE ACKNOWLEEMENTS HEREOF, BUT EFFECTIVE AS OF THE DATE FIRST
STATED IN THIS AGREEMENT.

WITNESS: BORROWER:

Joey Manaha COMSTOCK HOMEBUILDING COMPANIES,
INC. a Delaware corporatic

/sl Joey Manaha By: /s/ Christopher Clemen

Print Name Print Name: Christopher Clemer

Print Title: CEO

[SEAL]
COMMONWEALTH OF VIRGINIA )

) ss:
COUNTY OF Fairfax )

I, Kelly L. Wyche, a notary Public in and filve aforesaid said jurisdiction, do hereby cettifgt Christopher Clemente, who is personally
well known to me as (or satisfactorily proven to tode) the person who signed the foregoing instninrexecuted this 28 day of December,
2006, personally appeared before me in said jutiedi and acknowledged that he is the CEO of@@MSTOCK HOMEBUILDING
COMPANIES, INC., a Delaware corporation which is a party to thedoiag instrument; that he has been duly authoriaezkecute and
deliver the foregoing instrument for the purpodes¢in contained and that the same is his act eed dnd the act and deedC®®MSTACK
HOMEBUILDING COMPANIES, INC., a Delaware corporation.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this 28 day of December, 2006.

/sl Kelly L. Wyche
Notary Public

(SEAL)

My Commission expires: 11-30-08

[signatures continue on the next page]
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WITNESS: LENDER:

BANK OF AMERICA, N.A.

By:
Print Name Print Name:
Print Title:
[CORPORATE SEAL]
STATE OF FLORIDA )
) ss:
COUNTY OF HILLSBOROUGH )
l, , @ Notary Public in and for the aforesaid saidsfliction, do hereby certify that , Who is
personally well known to me as (or satisfactoritgyen to me to be) the person who signed the fanggastrument executed this day of
December, 2006, personally appeared before madrjwésdiction and acknowledged that he is the of BANK OF AMERICA,

N.A., a national banking association; that he has bebnadithorized to execute and deliver the foregamsgrument for the purposes therein
contained and that the same is his act and deetharatt and deed &ANK OF AMERICA, N.A.

IN WITNESS WHEREOF, | have set my hand andaxiat Seal, this day of December, 2006.

Notary Public
(SEAL)
My Commission expires:
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List of Subsidiaries
[UPDATE]

Name

Exhibit 21.1

State of Incorporation
or Organization

. Buckhead Overlook, LL(

. Comstock Acquisitions, L.C

. Comstock Airmont, L.C

. Comstock Aldie, L.C

. Comstock Barrington Park, L.(

. Comstock Bellemeade, L.t

. Comstock Belmont Bay 5, L.(

. Comstock Belmont Bay 89, L.(

. Comstock Blair Mill, L.L.C.

10. Comstock Blooms Mill II, L.C

11. Comstock Brandy Station, L.(

12. Comstock Carter Lake, L.(
13.Comstock Cascades, L.

14. Comstock Communities, L.(

15. Comstock Countryside, L.(

16. Comstock Culpeper, L.C
17.Comstock Delta Ridge II, L.L.C

18. Comstock Emerald Farm, L.

19. Comstock Fairfax I, L.C

20. Comstock Flyn’s Crossing, L.C

21. Comstock Hamlets of Blue Ridge, L.
22. Comstock Holland Road, L.L.(
23.Comstock Homes of North Carolina, L.L.
24, Comstock Homes of Raleigh, L.L.
25. Comstock Homes of Washington, L.
26. Comstock Investors Ill, L.F

27. Comstock Investors V, L.C

28. Comstock Investors VI, L.C

29. Comstock Kelton Il, L.C

30. Comstock Lake Pelham, L.

31 Comstock Landing, L.L.C
32.Comstock Loudoun Condos 1, L.
33. Comstock North Carolina, L.L.C

34. Comstock Penderbrook, L.

35. Comstock Potomac Yard, L.t

36. Comstock Ryan Park, L.C
37.Comstock Sherbrooke, L.t

38. Comstock Summerland, L.t

39. Comstock Wakefield, L.L.C

40. Comstock Wakefield I, L.L.C

41. Highland Avenue Properties, LL
42.Highland Station Partners, LL

43. Mathis Partners, LL(

44, North Shore Investors, L.L.(

45, North Shore Raleigh, L.L.C

46. North Shore Raleigh Il, L.L.C

47. Parke-Chandler Homes, Int

48. Parker Chandler Homes/Florida, LI
49, Parker Chandler Homes/North Carolina, L
50. Parker Chandler Homes/South Carolina, L
51. Parker Chandler Realty, LL

O©CO~NOOUIAWNE

Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
North Caroline
North Caroline
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
North Caroling
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Georgia
Georgia
Georgia
Virginia
Virginia
Virginia
Georgia
Florida
North Caroline
South Carolini
Georgia




Name

State of Incorporation
or Organization

52. PCH Development, LL(

53. PCH James Road, LL

54.Post Preserve, LL!

55. Raleigh Resolution, L.L.C

56. Settlement Title Services, L.L.!
57.TCG Debt Fund II, L.C
58.TCG Fund I, L.C

59. Tribble Road Development, LL

Georgia
Georgia
Georgia
Virginia
Virginia
Virginia
Virginia
Georgia






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation byresfee in the Registration Statement on Form S-8 888-123709) of Comstock
Homebuilding Companies, Inc. of our report dateddal 6, 2007 relating to the financial statememanagement’s assessment of the
effectiveness of internal control over financighoeting and the effectiveness of internal contra@rdfinancial reporting, which appears in this
Form 10-K.

/sIPricewaterhouseCoopers LLP
McLean, Virginia
March 16, 2007






EXHIBIT 31.1

CERTIFICATION
I, Christopher Clemente, certify thi
1. | have reviewed this report on Form-K of Comstock Homebuilding Companies, Ir

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statésjeand other financial information included irstreport, fairly present in all material
respects the financial condition, results of opere, and cash flows of the registrant as of, amndthe periods presented in this
report;

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this annual reportésny preparec

b) Designed such internal control over finahm@gorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princij

c) Evaluated the effectiveness of the regisatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contiots procedures as of the end of the period cousyébis report based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize, embrt financial information;
and

b)  Any fraud, whether or not material, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

/sl Christopher Clemente
Christopher Clement:
Chairman and Chief Executive Officer

Date: March 16, 2007






EXHIBIT 31.2

CERTIFICATION
I, Bruce J. Labovitz, certify tha
1. | have reviewed this report on Form-K of Comstock Homebuilding Companies, Ir

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the
period covered by this repo

3. Based on my knowledge, the financial statésjeand other financial information included irstreport, fairly present in all material
respects the financial condition, results of opere, and cash flows of the registrant as of, amndthe periods presented in this
report;

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this annual reportésny preparec

b) Designed such internal control over finahm@gorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princij

c) Evaluated the effectiveness of the regisatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contiots procedures as of the end of the period cousyébis report based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize, embrt financial information;
and

b)  Any fraud, whether or not material, thatotwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

/s/ Bruce J. Labovitz
Bruce J. Labovitz
Chief Financial Officer

Date: March 16, 2007






EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on For@aKL of Comstock Homebuilding Companies, Inc. (t@mpany”) for the year ended
December 31, 2006, as filed with the SecuritiesExecthange Commission on the date hereof (the “R8p@hristopher Clemente, Chairman
and Chief Executive Officer of the Company and Bruabovitz, Chief Financial Officer of the Compangytify, to our best knowledge and
belief, pursuant to 18 U.S.C. § 1350, as adoptesuaunt to § 906 of the Sarbanes-Oxley Act of 200&t;

(1) The Report fully complies with the requiremts of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m(a)
or 780(d)); anc

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of the
Company

/sl Christopher Clementce
Christopher Clement:
Chairman and Chief Executive Officer

/s/ Bruce J. Labovitz
Bruce J. Labovitz
Chief Financial Officer

March 16, 2007



