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PART I
ltem 1. Business
Overview

We are a real estate developer that has substarpalience building a diverse range of produatkiging single-family homes,
townhouses, mid-rise condominiums, high-rise mfaltirily buildings and mixed-use (residential and acoencial) developments in suburban
communities and high density urban infill areas. Miéd projects with the intent that they be salther as fee-simple properties,
condominiums, or investment properties. We focug@vgraphic areas, products and price points wiiereelieve there will be significant
demand for new housing and potential for attraatetarns. We currently develop and build in the Wiagton, D.C., Raleigh, North Carolina,
and Atlanta, Georgia markets where we target arsié&veange of home buyers including first-time, yarbve-up, secondary move-up, and
empty nester move-down buyers. We focus on the dhaitharket” meaning that we tend to offer produetthe middle price points in each
market, avoiding the very low-end and high-end prtsl. We believe that our middle market strategsitioms our products such that they are
affordable to a significant segment of potentiahiedbuyers in our markets. Since our founding in5128d as of December 31, 2007, we
have built and delivered more than 5,000 homesrgting revenue of over $1.3 billion.

Our markets have generally been characterizedrbgigspopulation and economic growth trends thaeHas to strong demand for
traditional housing. However, the housing indusdrgurrently in a cyclical downturn, suffering tafects of reduced demand brought on by
significant increases in existing home inventoegistance to appreciating prices of new homes,diiimthe mortgage markets, reduced
liquidity levels in the world financial markets andncerns about the health of the national econdg/believe that over the past two deci
we have gained experience that will be helpfuld@s we seek to manage our business through trentdifficult market environment. We
believe that we have taken, and are continuingke,tsteps that will assist us in managing ournassi through the current cycle until market
conditions stabilize and eventually improve.

As a result of deteriorating market conditions, lvee@e adjusted certain aspects of our businesggyran 2007, we focused our energy
on repositioning projects, reducing debt, redudasgts, managing liquidity, renegotiating loans vatinrent period maturities, refinancing
projects and enhancing our balance sheet. We leneelled or postponed plans to start several nejeqis and renegotiated contracts to
purchase certain other projects. As a result, we parchased very little new land in recent montkis.have sold certain land and other a:
and taken steps to significantly reduce our invgntd homes as well. Until market conditions steei] we will continue to focus on working
through the land inventory that we currently owhisiwill include continuing efforts to sell certdand parcels where we believe it is the best
strategy relative to that particular asset.

While we have always preferred to purchase finidhdgttling lots that are developed by others, weehalgo been active in entitling and
developing land for many of our home building potge We believe it is important to have the capdsl to manage the entitlement and
development of land in order to position our comptmbe able to recognize opportunities to enhdinee/alue of the real estate we develop
and to be opportunistic in our approach to acqaisst Nonetheless, our interest in acquiring nevetigpment projects will be focused on
finished building lots until market conditions acidcumstances warrant otherwise.

In addition, our business has included the devetynredevelopment (condominium conversions) amstroction of residential mid-
rise and high-rise condominium complexes. The nitgjof our multi-family projects are in our core rkat of the greater Washington, D.C.
area. We believe that the demographics and hoagings in the Washington, DC area will continu@toduce demand for high density
housing and mixed-use developments in the long.telmwever, condominium sales in the greater WasbimdD.C. area
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have declined significantly as a result of currectinomic conditions. In order to reduce the cosbeiated with carrying our condominium
inventory in the Washington, DC region we are terapty operating certain of our multi-family projecas hydrid for-sale and for-rent
properties. This provides us regular cash flow Whie use to offset a portion of the carry costeaiased with the applicable multi-family
assets. In addition, we believe the value of tlse@swill be enhanced when market conditions stabir improve. In Raleigh, North Caroli
and Atlanta, Georgia, we are currently focusedoovelr density housing such as single family homestawnhomes.

Our business was founded in 1985 by Christophem€tge, our current Chief Executive Officer, assdential land developer and
home builder focused on the move-up home markétamorthern Virginia suburbs of the WashingtorC @rea. Prior to our initial public
offering in December 2004, we operated our busiti@ssigh four primary holding companies. In coniwtivith our initial public offering,
these primary holding companies were consolidateddnaerged into Comstock Homebuilding Companies, Wbich was incorporated in
Delaware in May 2004. Our principal executive cdcare located at 11465 Sunset Hills Road, 5th,fiReston, Virginia 20190, and our
telephone number is (703) 883-1700. Our Web sitenisr.comstockhomebuilding.coReferences to “Comstock,” “we,” “our” and “us” refe
to Comstock Homebuilding Companies, Inc. togetherach case with our subsidiaries and any predacessties unless the context
suggests otherwise.

Our Markets

We operate in the greater Washington, D.C., Rajé\ginith Carolina and Atlanta, Georgia markets. Whketve that demand for housing
(existing homes, new homes, and rental homes)eisetmarkets historically has been driven by jobvtiand population growth. We also
believe that when consumers view the national ergnio a favorable light, demand for new homes iases and demand for rental homes
decreases. Conversely, when consumers are concapatithe health of the economy, demand for newdsosuffers as consumers opt for
rental homes. We believe that current concernstahethealth of the economy at both a regionalrattbnal level is having a negative effect
on demand for new homes while also increasing ddrf@rental homes.

In each of our markets job growth over the pasesdwears has lead to population growth. Thisiin ted to increased demand for new
homes and home price appreciation. The double pégie of price appreciation in some areas ledflationary pressures on the costs
associated with producing homes (increases inafdand, labor and materials). Appreciating homkriga also attracted small time investors
who were not committed to ownership of the homaes@mndominiums they sought to purchase. As a redwh market conditions cooled,
contract cancellations increased which led to areased inventory of speculative homes held bydbtsl The number of existing homes
available for sale by individuals also increaseghificantly. This supply/demand imbalance creaigdificant pressure on homebuilders to
increase selling concessions and to reduce prddbe same time turmoil in the mortgage markeéatad uncertainty regarding the
availability of mortgage financing and concernsugltbe reduced liquidity levels in the U.S. finaal@ystem and the health of the national
economy caused prospective home buyers to stayf tlie market. Although job growth and populatioowth has continued in our markets,
demand for new homes continues to be soft. We\metigat the increased overall occupancy rate dét@partments over the past several
years is a direct result of these fact

Our Business Strategy

Our general business strategy is to focus on flerresidential real estate development opportugjitiethe Southeastern United States,
that afford us the ability to produce productsratgpoints where we believe there is significamtg-term demand for new housing.
Recognizing that the housing industry is cyclicahature and that current challenging market catitmay take time to stabilize, we have
adapted our business plan and strategy with thieod@aotecting liquidity, enhancing our balanceshand positioning the Company for
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future growth and profitability when market condits improve. In connection with this strategy, va@dnadopted a conservative approach to
land acquisition and capital investment, which favacquisitions of finished building lots, and wavh postponed previous plans for
continued market expansion. We remain committetisposing of assets that do not allow for adeqretten on invested capital. We believe
that this approach will assist us in managing ausifiess through today’s challenging market conulition today’s real estate market our
general operating business strategy has the fallpkey elements:

Attract and retain experienced personnel at alelsv  We believe the key to success in our businesdficwt times is attracting and
retaining experienced professionals at all levathiwthe organization. We work to identify, redrutrain and retain the most qualified
management and support personnel available. Addhee time we are committed to balancing and alggoirr staffing levels with the size of
our business and continue to work to reduce geaehbdministrative expenses to be aligned withectirmarket conditions.

Focus on our core markets in the Mid-Atlantic arditBeast region of the United StatesWe believe that, after current homebuilding
industry and general economic conditions eventus#pilize and then improve, there may be attraadpportunities for long term growth in
our existing markets. Accordingly, we will focusrdawsiness in our current markets until such tisi¢he condition of the national economy
and the housing industry warrant a broader focus.

Focus on our current land inventory in our core kets. We plan to focus on the inventory of land twatcurrently hold in our core
markets while utilizing our strong local presenoe aur extensive experience in our core markeent@nce our access to building lots that
are developed by others. We believe that, aftereatthomebuilding industry and general economiad@ns eventually stabilize and then
improve, homebuilders will have better access &saaably priced developed building lots and thafdoysing future land acquisition efforts
on developed lots we will reduce risks associatih land development and enhance returns on capitakted. Our experience in previous
economic downturns is that land purchase termsadmgas a result of soft demand for new homes.

Focus on a broad segment of the home buying maakatthe “middle market”. Our single-family homes, townhouses and
condominiums are deliberately designed to be pricgde middle range of the market. This is becavsdelieve that by focusing on prodt
that are affordable to the largest segment of tbepective home buying population we reduce risktoket fluctuations.

Create opportunities in areas overlooked by our petitors. We believe that our market knowledge and experiémé&nd
entitlement and development enable us to succésidehtify attractive real estate opportunitieBicgently manage the process of obtaining
development rights and maximize land value. We ptamaintain these capabilities because we betigatethis expertise allows us to protect
the value of the assets that we hold while alsd@ipasg us to react quickly to new, favorable oppaities. As current homebuilding indus
and general economic conditions eventually stabgiad then improve, we believe there will be ativaamarket opportunities for well-
designed, quality homes and condominiums in urlmghsalburban areas in close proximity to transpioridacilities. Local governments in
our markets, especially the greater Washington, bv@ket, have modified zoning codes in responsedonting traffic concerns to allow for
high-density residential development near trangior improvements. In our experience, buyers ptapeemium on new homes in
developments within these areas. We believe thahigh density townhouse and condominium prodwadts)g with our substantial
experience in dealing with both the market and lleguy requirements of urban mixed-use developmeassist us as we seek to identify and
create value in land parcels often overlooked &glitional home builders.

Position our inventory for the growing move-dowrrkeds. We expect the large and aging baby boom populatitime United States
to fuel growth in the move-down market of the hdsodding industry. As the
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baby boom generation ages, we anticipate that Houtgers that recognize and address the uniqueeistieof the aging home buyer will
capture a larger share of the market. We belieigegttowing segment of the population will also likee attracted to the convenience and
activities available in upscale urban mixed-usestiigyments. We believe that because of our experiand capabilities and our focus on the
Southeastern United States that we are well positido benefit from this growing demand.

Maximize our economies of scaleWe apply a production home builder approach tofatlur product categories. In many instances,
we utilize plans across multiple markets which \egéhbuilt numerous times. This repetitive manufaetuprocess allows us to minimize ¢
through value engineering resulting from previaefdfexperience. We are also able to coordinaterlabhd material purchasing under bulk
contracts thereby reducing unit costs. As a resudtare able to realize economies of scale in tliehase of raw materials, supplies,
manufactured inputs and labor.

In light of current depressed market conditions inthe homebuilding industry we have adopted the follwing additional business
strategies which we will focus on throughout 2008ral into 2009:

Protect liquidity and maximize capital availability For as long as market demand for housing remaipsedsed we will remain high
focused on maintaining liquidity by limiting ouniastments in long term real estate projects. Weaggin seek to build our pipeline of new
development opportunities when market conditionsravd through a cautious and measured approacisédoon acquisition of developed
building lots. The acquisition of finished builditafs often has reduced equity requirements, agpaoad to raw land parcels that require
entittement and development, which enhances remrinvested capital. In addition, in order to maintsufficient operating liquidity and
capital availability we will continue to sell ceitiaassets that are either highly leveraged or saymdficant cash equity.

Create a highly qualified sales force capable okaig sales in difficult times. We believe that continued focus on training that
enhances the capabilities and efficiency of ouesédrce is critical to success in a difficult mattkWe believe this will increase conversion
ratios, decrease cancellations, and improve prigower.

Maximize the realized value of our real estate alvneDue to our depth of experience in many differeipieass of real estate
development we believe that we are able to contislycevaluate and re-evaluate the use of the stateewe own and therefore are well
positioned to identify alternative uses for thedntory that may increase the value of such pragertVe have been successful in selling
certain condominium assets as for-rent properti@srevthe subject property holds a higher totale&u a rental property owner that it
otherwise would for individual homeowners in thgeeggate. In properties where a bulk sale is imprakctve are attempting to maximize
short term cash flow and minimize net debt sereilgigations by temporarily operating certain prdsras hydrid for-sale and for-rent
properties.

Utilize technology to streamline operations, redaosts, enhance customer communications and feil#ales. During 2007, we
continued advancing our technological capabilitith a focus on reducing costs, attracting salesc@mmunicating with our customers.
Upgrades of our information management, purchasingtomer relationship management and accountistgsy that began prior to 2007
were either completed or substantially completetihduhe period. These enhanced platforms wilhalis to manage our business more
efficiently and better seek to reduce and contosts.

Our Operations

We operate a separate homebuilding division in efchur core markets. Each divisional operatiowl®lly owned by Comstock
Homebuilding Companies, Inc., or a subsidiary tb&rEach division is made up of a local divisionmagement team, production team and
sales team. Each division relies on services pealiay the corporate parent covering land undemgitind acquisition, legal, accounting,
information technology,



human resources, marketing, sales training, puittaand finance. We believe this is an efficiemtrmer of operating our Company because
each divisional operation is staffed locally basadhe size of the subject division while the ceeevices provided by the corporate parent
help minimize repetitive staffing requirements.\Roes acquisitions of Parker Chandler Homes (Adaaind Capitol Homes (Raleigh) have
been fully integrated into our operational struetur

Each division management team is compensated loastid performance results of the respective dimisbales team compensation is
commission based. As market conditions have detaed, we have carefully reduced the size of aff at each division and at the corporate
parent. We continuously monitor market conditiamgnsure that we only staff at warranted levels.0ilze industry standard performance
standards to measure the performance results iwidodls and divisional operations.

We endeavor to sell a majority of the homes wedbiniladvance of construction. We seek to minima&ts associated with customer
service requirements by integrating quality asstegrograms in the production process. We intedgh&@rocess of building a home by
carefully controlling each phase of the procesmftand underwriting and acquisition, to construstimarketing and sale of a home. During
every stage of the process we seek to mitigateanskincrease return on invested capital. We focul®cations within our core markets that
we believe will provide the best opportunity to raga risk and maximize profit potential.

Land Identification and Acquisition

We believe that by controlling and managing a leaveéntory through options we will be better ablertanage our growth in accordance
with our business plan and long term growth obyesti In the past we have acquired land for our houilding operations both as finished
building lots and as raw land that we develop. Tlgtothe acquisition of Parker Chandler Homes (Apand Capitol Homes (Raleigh) our
land inventory expanded significantly. Due to theus the acquired companies had on developingaad; the amount of raw land in our
land inventory increased. As market conditions dietated, we have sold certain land and other assaeduce interest expense and risks
associated with land development. We will contituenanage our land inventory in a manner that iewewill reduce risks and enhance
operating results.

We will continue to focus on the land inventoryttha currently control while shifting our focus fluture land acquisitions towards
finished building lots. Our goal is to contractpiarchase land from land developers who will mamtaivnership of the land through the
entitlement and development process. When we adritsgourchase land in this manner, we typicallif priovide our home building and
entitlement expertise to the seller in order taueashe land is developed in a manner consistethtaur plans for the project. By contracting
to purchase land during the entittiement and dewveéoyt process that will be delivered to us upon detign of development, we seek to
reduce the financial risks associated with ownargllwhile seeking entitlements and performing ldedelopment.

Currently we own land that must be developed intitdding lots. While market conditions remain diffilc, we will continue to utilize ot
strategy of seeking to sell certain of these adeatther developers and will only develop these parcels of land as needed for our home
building operations where we believe market condgiand the potential return on capital investedams the development process.

In the past we have purchased existing rental iayggatt properties in the Washington, DC region wiih intent of converting them to
for-sale condominium projects. We have completedesof these conversion developments and sold o#isemsarket conditions deteriorated.
We currently own one partially complete condominicomversion property, Penderbrook, in Fairfax Cgu¥irginia. We continue to sell
converted condominiums at the Penderbrook developrhewever, we also operate Penderbrook as al imgraistment community. This
approach provides cash flow from rents to offstdrigst costs and operating expenses associatetheitiroperty. We have not abandoned
our intent to sell the units as condominiums oiraetbut we have chosen to temporarily manage a@omoof the property as rental assets to
offset the debt service



associated with holding the assets for sale. Ifarecases we have sold condo conversion unitslintb rental project investors and
operators. We do not currently plan to acquire taltkl condominium conversion projects.

In the Washington, DC region we have developedrs¢wew condominium projects, including high deysitixed use projects. We
believe that the demographics of the Washingtonr&fion will continue to lead to demand for higtality, high density housing after
current market conditions eventually stabilize #meh improve. These types of projects tend to recugreater capital investment, higher
levels of debt and longer construction cycles tiyaical low density single family developments. Doecurrent market conditions we will be
focused on projects that require lower levels gésted capital. Accordingly, we have cancelled pkancommence additional high density
projects and will not undertake any such develogroatil we believe market conditions warrant.

Our land acquisition and disposition process iggeen by an executive land committee that includpsesentatives from our various
business departments. This committee meets regidadvaluate prospective land acquisitions, pitdjeancing options, underperforming
projects and asset dispositions. During much of72€@te primary focus of the committee was disposihgssets where we believed it to be
the best course of action given market conditiGhgrently the committee is focused on evaluatingtag projects and land holdings with
goal of seeking means of enhancing the potentidhiproved operating results.

When market conditions improve, and assuming ol lef land inventory and availability of capitabwant additional acquisitions, the
committee will again focus on new land acquisitions the extent the committee approves any suchisitigns, we will focus on acquiring
new projects that we believe have the potentigktoerate an attractive return on capital investbd.committee evaluates several factors that
could affect the outcome of a project under consitilen. These factors include:

» supply and absorption rates of similar new homgepts;

» supply and absorption rates of existing homesératiea

* projected equity requiremen

e projected return on invested capi

» status of land development entitlemel

» projected net margins of homes to be sold by

e projected absorption rate

« demographics, school districts, transportationlifaes and other location factors; a
» competitive market positionini

Our acquisition due diligence process involvesgh lével of scrutiny which includes a variety offyrses, including land title
examination, applicable zoning evaluations, envitental analysis, soil analysis, utility availalyil§tudies, and marketing studies that review

population and employment trends, school distritsess to regional transportation facilities, peasive home buyer profiles, sales forec:
projected construction costs, labor and materiailaility, assessment of political risks and otfaators.

Land Entitlement and Development

We have extensive knowledge and experience irspi@s of the site selection, land planning, emignt and land development
processes. Specifically, we have significant exgperé in dealing with the governmental
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and regulatory authorities that govern the siteettgyment and entitlement processes. Entitlemehgiprocess by which a local government
determines the density it will permit to be devedmn a particular property and approves the dewadmt plans. Obtaining entitlements and
development permits often requires significant miegions with local governmental authorities, amdious other parties, including local
homeowner associations, environmental protectiongs and federal governmental agencies. Our exeesperience and knowledge allow
us to effectively negotiate with all concerned jg&rin an attempt to ensure the costs of develgpieagubject property are commensurate
the profit potential of the proposed development.

Our experience and in-house capabilities enabte gsickly assess the likelihood of obtaining nesegg approvals on a particular
property, the estimated costs associated with dpwant of a particular property, and the potemt@lelopment challenges associated with a
particular property. As a result, we can contrel tletails of development, from the design of eachraunity entryway to the placement of
streets, utilities and amenities, in order to éffitly design a development that we believe wilkindze the potential return on our investm
in the property.

Because of our experience in obtaining entitlemantsbecause of our in-house land development dapale believe we are well
suited to work with land developers to ensure theirelopment plans are efficient and designed @pikegy with our development objectives.
Further, we believe that these capabilities pasitie well to work with financial institutions seagito sell land assets that they have
foreclosed on.

In current market conditions we seek to manageldpweent risk by acquiring options to purchase props after the approval of the
necessary entitlements and development of the &iedseek to utilize our capabilities with regardaind entitlement and land developmer
provide a service to land owners in an effort ttadboptions to acquiring the subject land after ¢ntitlement and development process is
complete, thereby avoiding market risks associafiéid raw land acquisitions.

Sales, Marketing and Production

We seek diversification through multiple produdieoigs that can be utilized in just a few core ke#s rather than seeking to grow into
as many markets as possible. We believe this masisniisks associated with entering new marketopedating in second or third tier
markets.

Our primary target markets are first-time; earlywaaip and first move-down home buyers. We haveda wariety of product lines and
custom options for our products that enable usdetrthe specific needs of each of our markets aold ef our home buyers. We seek to
design products that can, whenever possible, beadtiin each of our core markets. We believe thatdiversified product strategy enable:
to best serve a wide range of home buyers in agetalemographics and adapt quickly to changindgketaronditions. We continually
reevaluate and improve upon our existing produsigiis and develop new product offerings to keepitip changing consumer demands i
emerging market trends.

Our single-family homes range in size from appragety 1,400 square feet to over 6,000 square fébttarget pricing from the
$100,000s to the $600,000s. Our townhouses rangjgerfrom approximately 1,200 square feet to @800 square feet and are typically
priced from the $100,000s to the $500,000s. Oudeomniums range in size from approximately 400 sedeet to over 2,400 square feet
are priced from the $100,000s to over $1 millionr @verage new order price over all product types $240,000, $257,000 and $362,000
for the years ended December 31, 2007, 2006 angl, 286pectively.

We typically act as the general contractor in thestruction of our wood frame single-family homiesynhouses and mid-rise
condominium buildings. On projects where we offegsde product lines our employees provide land dpweént management, construction
management, material purchasing and quality costrpérvision on the homes we build. Substantidllganstruction work on these types of
projects is done by subcontractors that contraectly with us and with whom we typically have atablished relationship. On our
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high-rise and mixedise developments where we typically build concsétectures, we engage a general contractor fositgreparation ar
construction management, and typically we haveraed fixed price or a gross maximum price contwth the selected general contractor.
In these instances the subcontractors that perloenconstruction work are typically contracted dileby the general contractor that we
select. On projects where we offer these prodaesliour employees provide land development overgigihagement, construction quality
supervision and certain construction managememices:. In all instances we follow generally accdpteanagement procedures and
construction techniques which are consistent vaital market practices. We believe that we compty Wadcal and state building codes on all
of our developments.

Our goal is to commence construction on a majarftyur singlefamily homes after a contract is signed and morgggproval has be:
obtained by the home buyer. We generally begintcocison of our townhouses and condominiums afteihave obtained customer pre-sale
commitments for a significant percentage of thasuim the building. Depending on the market condsiand the specific community, we n
also build a controlled number of speculative han@agrent market conditions have caused us tofsgnily limit the construction of unsold
inventory, including model homes. We closely mondar inventory of speculative units applying a swg&d approach to unit production in
keeping with sales absorption. We will continudn&we reduced speculative building at our projeste@work through the process of selling
existing inventory first. On occasion we will salcompleted model home to a third party investaclpaser who is willing to lease back the
home to us for use during the marketing phasepubgect.

To facilitate the sale of our products, we normallyid, decorate, furnish and landscape model hdoresach product line and maintain
onsite sales offices. In most cases, we employirsé commissioned sales personnel to sell our hdbresccasion we will contract for
marketing services with a third party brokeragmfiAll personnel engaged in the sale of Comstockd®receive extensive training in the
sales process from our in-house sales trainingpgidle strive to provide a high level of customawgr during the sales process. Through
multi-lingual home buying seminars, relationshigthvpreferred mortgage lenders and utilization sédes of proprietary custom marketing
programs, we are able to educate our prospectirghpsers, prepare our customers for home owneasitifhelp our homebuyers obtain a
mortgage tailored to their specific needs.

Our unigue NextHom&'programs are designed to assist our customersny agpects of purchasing a Comstock home, as fsilow
« DownRight™m — a program designed to help identify ways to nleetdown payment requirements of a new home pag;ha

» Tailor Made™ — a program with unique financing products andeagrents with major lenders that tailor a monthiynpant in
order to make home ownership affordable in anyré@serate climate;

e Getlt Soldm™ — a program designed to help our customers seill turrent home quickly and efficiently in orderfacilitate their
purchase of a new Comstock home;

* All@Home™ — a program enabling our customers to design @olay solutions for their new Comstock home to nibetr
individual specifications;

e Built Right'™ — a quality assurance program incorporating quakisurance inspections with high-quality mateyiahsl

* Home Stylé™ — an optional upgrade program providing hundrddsptions to choose from to customize a new Conkshaene
to suit the specific desires of our customers.

All personnel involved in the sale of our homeseiee extensive training on the product they arkngelin addition, our sales
professionals are trained on the specialized prog@fered by us in connection with the purchastugtomizing and financing of a
Comstock home and the warranty we provide. We dhteremploy



our sales personnel on a long-term basis, ratlagr dhproject-by-project basis, which we believelitesn a more committed and motivated
sales force with better product knowledge. We belidat this continuity has a positive impact oiesa

Our corporate and local marketing directors worthvdcal project and sales managers to develop etiackobjectives, sales strategies,
and advertising and public relations programs forgrojects. These objectives, strategies and hmining decisions are subject to approval
by senior management. We typically build, decorfateanish and landscape model homes for each prdishecand maintain onsite sales
offices, which are open seven days a week. Wevsetieat model homes play a critical role in our keéing efforts. Where warranted, we ¢
certain projects from a centralized location ineffiort to reduce capital investment requirementgarticular projects.

Our homes are typically sold before or during carcdton through sales contracts that are accomgajiea cash deposit. Such sales
contracts are usually subject to certain contingensuch as the home buyer’s ability to qualifyffoancing. Cancellation rates are subject to
a variety of factors beyond our control such assoomer confidence, media hype relating to homemgl@dind adverse economic conditions
which lower consumer confidence, increase mortgatgeest rates and negatively affect the sale ofaisting homes. During the first half of
2007 our cancellation rate increased across aluoproducts in all of our markets which causedharease in the level of speculative
inventory we were carrying in inventory. During ttoeirth quarter of 2007 we were successful in redymventory through an aggressive
marketing campaign.

During 2007 we increased our focus on marketingugh the internet in an effort to reduce marketagts associated with local print
advertisements. We believe that the home buyingilagipn will continue to increase their relianceinformation available on the internet to
help guide their home buying decision. Accordinglyr marketing efforts will continue to seek todeage this trend in an effort to maximize
potential sales.

During 2006 we opened an innovative centralizedsseénter located in Reston, Virginia. This fagilitas not designed to sell options;

rather its purpose was to support cross-productessgs-community shopping in one central locatiorR007 we closed the sales center and
will not reopen it until market conditions improve.

Our Communities

At December 31, 2007 we had active communities udeeelopment in the following states and counties:

State County
Georgia Cherokee, Forsyth, Fulton, Gwinnett, Jackson, Ragl
Maryland Frederick
North Caroline Johnson, Wak
Virginia Arlington, Fairfax, Loudoun, Prince Williai
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The following chart summarizes certain informatfonour current and planned communities at DecertheP007:

As of December 31, 2007

Average
Lots
under New
Lots Option Order
Product Estimated Owned Agreement Revenue
Units at Units Backlog
Project State Type(2) Completion Settlec (3) Unsold Unsold to Date
Status: Active(1)
Allen Creek GA SF 26 23 — 3 — $204,98°
Arcanum GA SF 34 20 2 12 — 380,01:
Brentwood Estate GA SF 31 21 — 10 — 138,31:
Falling Water GA SF 22 15 1 6 — 424,40¢
Gates of Luberol GA SF 31 3 1 27 — 582,44.
Glenn Ivey GA SF 65 16 2 47 — 227,61:
Highland Statior GA SF 10¢& 39 1 65 — 279,09«
James Roa GA SF 49 3 9 37 — 328,96
Maristone GA SF 40 17 1 22 — 321,42¢
Senators Ridg GA SF 61 25 — 36 — 245,03t
Wyngate GA SF 28 2 1 25 — 416,92:
Sut-Total /Weighted Average(« 492 184 18 29C — $284,50°
Emerald Farn MD SF 84 78 — 6 — $452,34°
Sut-Total /Weighted Average( 84 78 — 6 — $452,34°
Allyn’s Landing NC TH 10€ 75 8 25 — $236,61(
Brookefield Statior NC SF 62 6 5 51 — 231,27t
Haddon Hall NC Condc 90 12 2 76 — 174,04:
Holland Roac NC SF 81 6 13 62 — 444 ,51:
Kelton at Prestol NC TH 56 51 1 4 — 311,52:
North Farms NC SF 47 44 — 3 — 181,80:
Providenc-SF NC SF 58 15 4 39 — 193,72:
Riverbrooke NC SF 66 43 3 20 — 166,43
Wakefield Plantatiol NC TH 77 47 3 27 — 487,66
Wheatleigh Preserv NC SF 28 18 — 10 — 279,20:
Sut-Total /Weighted Average(« 672 317 39 317 — $275,30¢
Barrington Par} VA Condc 14¢€ — — 14¢€ — n/a
Beacon Park at Belmont Bay 8¢ VA Condc 60C — 2 11C 48¢ $300,17°
Commons on Potomac ¢ VA Condc 191 73 2 11€ — 243,54
Commons on Williams S VA Condc 18C 13C 4 46 — 343,78¢
Penderbrool VA Condc 424 29¢ — 12¢€ — 257,35(
River Club at Belmont Bay VA Condc 84 83 1 — — 446,13
The Eclipse on Center Pa VA Condc 465 337 4 124 — 393,90
Woodlands at Round Hi VA SF 46 28 — 18 — 745,16
Sut-Total /Weighted Average(« 2,13¢ 94¢ 13 68¢ 48¢ $347,48¢
Total Active 3,381 1,52¢ 70 1,301 48¢ $328,56!
Status: Development(1)
Highland Avenue GA SF 28 — — 28 — n/a
Post Roac GA SF 60 — — 60 — n/a
Post Road | GA TH 62 — — 62 — n/a
Settingdown Circle GA SF 17z — — 172 — n/a
Shiloh Road GA SF 60 — — 60 — n/a
Tribble Lakes GA SF 167 — — 167 — n/a
Sut-Total /Weighted Average(« 54¢ — — 54¢ — n/a
Massey Preserv NC SF 187 — — 187 — n/a
Providenc-TH NC TH 18 — — 18 — n/a
Sut-Total /Weighted Average(« 20E — — 20E — n/a
Station View VA TH 47 — — 47 — n/a
Sut-Total /Weighted Average(« 47 — — 47 — n/a
Total Development 801 — — 801 — n/a
Total Active & Development 4,18¢ 1,52¢ 70 2,10z 48¢€ $328,56!
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(1) “Active” communities are open for sal“Developmer” communities are in the development process and hatvget opened for sale
(2) “SF’ means single family hom*“TH” means townhouse ai*Cond¢” means condominiun

(3) “Backlo¢” means we have an executed order with a buyer bugdtilement has not yet taken ple

(4) “Weighted Averag’ means the weighted average new order sale |

Greater Washington DC Area
Northern Virginia Market

Barrington Parkis a 148-unit, walk-up, garden-style condominiuraedepment in Manassas, Virginia. We acquired tinel iim 2005
and expected to start delivering units in the fipsarter of 2007. However, as the for-sale housiagket cooled and the rental market warmed
in late 2006, we chose to preserve the value optbgct as an intact, rental community. We culyemanage the property as a rental
community and seek to maximize occupancy and reatiflow that is used to offset the interest caasts and operating expenses. We will
continue to operate Barrington as a rental comrgunitil market conditions warrant commencemenndividual unit sales. We may also
consider selling the asset in bulk as a rental camiyn

Beacon Park at Belmont Bay 8&®as initially planned as a 600-unit active adulh@ominium community located at the confluence of
the Potomac and Occoquan Rivers in the master-pthnurban-style community of Belmont Bay in Woodge, Virginia. The project was
planned to include two phases, the first beingddigs situated in four 28-unit mid-rise buildingsdathe second phase including three high-
rise buildings containing approximately 488 unitstially all 600 units were planned as actiadult units, where the majority of buyers wo
be 55 years of age or older. As market conditiateribrated it became difficult to sell an adequatmber of units to a limited prospective
pool of buyers. Accordingly, to broaden the potantiool of prospective buyers we sought, and obththe necessary governmental
approvals to allow the first phase of the projedbé marketed without age restrictions (see Riveb @ below) and began the process of
rebranding this phase of the project to River Rar&€urrently, we have purchased and developed fi#lots in phase | (River Club 1) and
have a long-term option on the remaining 488 Idt&ctv we may, or may not, exercise.

The Commons on Potomac Squiara four building, 191-unit, midse condominium complex in Loudoun County, Virginirhe projec
is positioned well for first-time homeowners in anket where the cost of single-family homes andifoeuses are prohibitive for most
renters. Sales began in late 2004, settlementsibiegzarly 2006.

The Commons on Williams Squadse 180-unit, two-over-two townhouse style condumin development in Prince William County,
Virginia. Sales began in 2004, settlements beg@005.

The Eclipse on Center Paik a 465-unit, high-rise condominium complex iniAgton County, Virginia. Located at Potomac Yard,
formerly one of the East Coast’s major railway y&iitlis just minutes from downtown Washington @it Pentagon, and Reagan National
Airport. The project is an upscale, urban-stylexediuse complex with residential condominiums abev&0,000 square foot retail center,
which includes a gourmet grocery store and othavenience-oriented retailers. A club room and mofieck, as well as numerous upper-
floor units, offer panoramic views of the Potomded®, Ronald Reagan National Airport, and Washingttonuments. Sales for Phase |
began in the second quarter of 2004, sales forePhaggan in December 2005, and settlements biegdovember 2006.

Penderbrook Squarie a 424-unit rental apartment complex in the Eaks area of Fairfax County, Virginia that we pasdd as
condominium conversion project. We acquired theoprty in 2005 and made significant improvementsaimmon areas, building exteriors,
and heating and agenditioning systems within units and have compléke conversion of a majority of the units to comihiums. Sales ar
settlements began in 2005. Sales are continuingeher, we currently also manage a rental progratieaproject to help offset
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carrying costs and operating expenses. At Decethe2007, we had 79 units rented, generating mpgfuss revenue of approximately
$96,000.

River Club at Belmont Bayi$ a three building, 84-unit, mid-rise condominidevelopment located at the confluence of the Potoma
and Occoquan Rivers in the master-planned, urbda-sdmmunity of Belmont Bay in Woodbridge, VirginiBelmont Bay amenities include
a community pool and access to anhtle championship golf course, a marina, restasyamtd shopping. Sales began in 2003 and settls
began in 2004. At December 31, 2007, we had ondyadmilable unit remaining at this project.

River Club Il, the rebranded, first phase of Beacon Park at 8aiBay 8&9 is a four building, 112-unit mid-rissgndominium
development located in the planned community ofrBeit Bay. Located at the confluence of the PotoamatOccoquan Rivers in
Woodbridge, Virginia, the property has river andf gourse views. This project was originally Phasé Beacon Park at Belmont Bay (see
above). As market conditions deteriorated it becdiffieult to sell an adequate number of units toage restricted pool of prospective buy
Accordingly, to broaden the potential pool of prestve buyers we sought and obtained the necegsagrnmental approvals to allow the
first phase of the Beacon Park project to be matkatithout age restrictions and began the processlaranding this phase of the project to
River Park Il. Currently, we have purchased ancetigped the 112 lots and commenced sales withoutessgéctions.

Station Views a 47-unit townhouse development in Loudoun CpWiirginia. Our products will have spacious flqdans, two-car
garages, and will be affordable alternatives tglsiiamily homes in the desirable Ashburn area.@kfgect to begin land development and
sales in 2008.

Woodlands at Round Hilé an estate lot, single-family home developmera @ountry setting located in western Loudoun Cgpunt
Virginia. We developed the property as 65 lotshoéé or more acres each and sold 19 of them ahédilots to another homebuilder in 2C
Sales began in 2004, settlements began in 2005.

Maryland

Emerald Farmis an 84-unit development of single-family home&iederick, Maryland conveniently located near majnsportation
routes. Currently, a water moratorium has substiyiimited availability of building permits in tharea. Sales and settlements began in 200!
and will continue on the remaining lots as the kality of building permits allows.

North Carolina Market
Raleigh, North Carolina

Allyn’s Landingis a 108-unit townhouse development in the heaRaléigh, North Carolina near Research Trianglé& Bad the
Raleigh-Durham International Airport. The projegedooks an eight-acre lake and includes amenrsties as a fountain, gazebo and walking
trails. Sales and settlements began in 2002. 12806, we repositioned the product offerings fthnee-story townhouses to two-story,
master-bedroom-down townhouses, which resulteddreased sales and settlement activity in 2007.

Brookfield Statioris a 62-unit, single-family development in KnightelaNorth Carolina. Community amenities includeyeascess to |-
540, shopping, restaurants, and downtown RaleiglesSand settlements began in 2007.

Haddon Hallis our only condominium project outside of the Wagton, DC region. It is a three building, 90-unindominium
development in Apex, North Carolina that is posiid well for first-time homebuyers. Sales and eeténts for the first 30-unit building
began in 2007.
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Holland Roads an 81-unit, single-family home development ine&pNorth Carolina. The community features largepded lots, a
community pool, and easy access to the Researahdle. Sales began in 2006, settlements begatei20d7.

Kelton at Prestoris a 56-unit, upscale townhouse development irpthstigious Kelton golf course community in WakeuBty near
Cary, North Carolina. Community amenities includiese 18-hole courses, a swimming complex, andlzholuse with fitness, tennis, and
dining facilities. Sales and settlements begarDidil2and we currently expect the few remaining uitsettle in 2008.

North Farmis a 47-unit, single-family home development in Etewers Plantation community of Clayton, North @lara. Community
amenities include shopping and recreation facditigthin walking distance of the project. We haeased building operations in this
community and currently are working on selling e&maining lot inventory in the project.

Massey Preservis a 187-unit, single-family home development indigh, North Carolina. When sales open, we plauntiiize existing
product lines. Land development permits are culyenailable but land development for this projescon hold until market conditions
warrant.

Providences a 58-unit single family home development locdateRaleigh, North Carolina. Its location is conigart to downtown
Raleigh and North Hills and Crabtree Valley mafiales and settlements began in 2007.

Providence Towns ian 18-unit townhouse development in Raleigh, N@dlnolina adjacent to the Providence siniglaily project. The
lots were developed by the seller but the progcuirently on hold until market conditions wartant

Riverbrooke llis the 66-unit second phase of a single-family hdexelopment in Raleigh, North Carolina. The prbjedocated in an
established neighborhood with easy access to fatessl-40, 1-440, and North Hills and Crabtreel®amalls. Sales and settlements began in
2006.

Wakefield Plantatiolis a 77-unit, carriage-style, luxury townhouse depment in Raleigh, North Carolina. Our unique izaye-home
product offers as much as 5,300 square feet aftfed living space in three-unit and four-unit aitt configurations with twoar garages al
interior courtyards. Sales began in 2001 and se¢teés began in 2002.

Wheatleigh Preservis a 28-unit, single-family home development ind®gth, North Carolina. Lots are one-quarter acréesSand
settlements began in 2006.

Greater Atlanta Market
Atlanta, Georgia

Allen Creekis a 26-unit, single-family home development inrfia) Georgia. The community has easy access teiaterl-85 in the
northeast of Atlanta. Sales and settlements bega006.

Arcanumis a 34-unit, single-family home development in @uimg, Georgia. The community has access the Polba@d Country
Club amenities and is conveniently located neahttiy 400. Sales and settlements began in 2006.

Brentwood Estateis a 31-unit, single-family home development in @oence, Georgia. The community has easy accesseistate |-
85 northeast of Atlanta. Sales and settlementsrbieg2006.

14



Falling Wateris a 22-unit, single-family home development wilbge, wooded lots in Woodstock, Georgia. The comiyus
conveniently located just ten minutes from Alphtetith easy access to Highway 400. Sales andswitits began in 2006.

Gates of Luberors a 31-unit, single-family home development in Quimg, Georgia. Amenities include a community paad @ nature
area. The community has easy access to downtovamtatvia Highway 141. Sales and settlements bega@0d6. Plans for this project are
unclear at this time as the lender, Haven Trust,itdicated an unwillingness to negotiate adegestensions to the existing project loan.

Glen Iveyis a 65-unit, single-family home development in @uimg, Georgia. Amenities include a community paud @ature trails.
Located just west of Lake Lanier, the community éasy access to Highway 400. Sales and settlethegés) in 2006.

Highland Avenués a 28-unit, single-family home development lodaddjacent to the Beltline transit and rail systarthe Inman Park
section of downtown Atlanta, Georgia. Currently, ave finalizing development plans for the project.

Highland Statioris a 105-unit, single-family home development iw@nee, Georgia. Amenities include a pool. The conityus
conveniently located just west of interstate 1-8&les and settlements began in 2006.

James Roaé a 49-unit, singldamily home development in Alpharetta, Georgia véietsy access to Highway 400. Sales and settlel
began in 2007.

Maristoneis a 40-unit, single-family home development in @uimg, Georgia with easy access to Highway 400. Canity amenities
include a swimming pool and tennis courts. Salessattlements began in 2006.

Post Roads a 60-unit, single-family home development in @uimg, Georgia with easy access to Highway 400. €hily, we are
finalizing the development of the lots and prepatime project for opening.

Post Road lis a 62-unit, townhouse development in Cumming, rGieavith easy access to Highway 400. Currentlydaeot plan to
commence land development at the project until etacknditions warrant.

Senators Ridges a 61-unit, single-family home development inIBs| Georgia. Community amenities include a clulsieggwimming
pool, tennis and basketball courts. Sales ancesstihts began in 2006.

Settingdown Circlés a 172-unit, single-family home development CuminiGeorgia. Located just west of Lake Lanier,acbmmunity
has easy access to Highway 400. Currently we dplaatto commence land development at the projatit market conditions warrant.

Shiloh Roads a 60-unit, single-family home development in Wdpetta, Georgia with easy access to Highway 406re@tly we do not
plan to commence land development at the projetdtrarket conditions warrant.

Tribble Lakeds a 167-unit, single-family home development im@uing, Georgia located around a large lake. Thgptds easily
accessible via Highway 400. Land development bég&006 but is currently on hold until market caratis warrant.

Wyngatds a 28-unit, single-family home development in Rdpetta, Georgia with easy access to Highway 48@sSand settlements
began in 2007.
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Warranty

We provide our single-family and townhouse homedssyith a one-year limited warranty covering wogkrship and materials. The
limited warranty is transferable to subsequent bsiyet under direct contract with us and requinas home buyers agree to the definitions
and procedures set forth in the warranty. Our caridum home buyers typically have a statutory tveaywarranty on their purchases. In
addition, we provide a five-year structural wargaptirsuant to statutory requirements. From tim@nme, we assess the appropriateness of oul
warranty reserves and adjust accruals as nece¥8hgn deemed appropriate by us, we will accruetiadil warranty reserves. We require
our sub-contractors to warrant their work and theycontractually obligated to fix defects in theork that arise during the warranty period.
We seek to minimize our risk associated with wasgraepairs through our quality assurance prograthtgnselecting sub-contractors known
for quality work. Beyond our sub-contractor warfastwe self-insure the balance of all of our watiesn

Competition

The real estate development and home building indssare highly competitive and fragmented. Coiitipetoverbuilding in local
markets, among other competitive factors, has aeglWeaffected home builders in our markets. Honilbrs compete for financing, raw
materials and skilled labor, as well as for the sdlhomes. Additionally, competition for prime pesties, especially those with developed
building lots, is usually intense and the acquisitbf such properties may become more expensitheifuture to the extent demand and
competition increase. We compete with other logagjonal and national real estate companies anchmritders. Some of our competitors
have greater financial, marketing, sales and o#tsources than we have. Some of the builders againish we compete include Pulte
Homes, Centex, DR Horton, Toll Brothers, Ashton \W&dryan Homes, Hovnanian and Lennar.

We do not compete against all of the builders ingrographic markets in all of our product typesusmarkets, as some builders focus
on particular types of projects within those masketich as large estate homes, that are not inatdiop with our communities. We believe
the factors that home buyers consider in decidihgther to purchase from us include the locatiohyevand design of our products. We
believe that we typically build attractive, innoivat products in sought-after locations that arepeed as good values by customers.
Accordingly, we believe that we compare favorabiytioese factors.

Additionally, we compete with the resale markeewristing homes. The dramatic increase of inventdmgxisting homes available for
sale has created significant competition amonglleusl and home sellers for home buyers. This hasttedownward pressure on prices in all
of our markets. Many of our competitors have useny aggressive price discounts to sell homes. Teobepetitive, and to reduce our
inventory of completed homes, we utilized aggressiiscounting to move product in 2007. It is implelesto predict future pricing trends
currently.

Regulation

We and our competitors are subject to various Jatate and federal statutes, ordinances, rulesendations concerning zoning,
building design, construction and similar mattérsluding local regulation, which imposes restrietzoning and density requirements in
order to limit the number of homes that can ultiehabe built within the boundaries of a particytaoject. We and our competitors may also
be subject to periodic delays or may be precludidedty from developing in certain communities doebuilding moratoriums or “slow-
growth” or “no-growth” initiatives that could be plemented in the future in the states in which werate. Local and state governments also
have broad discretion regarding the impositionefelopment fees for projects in their jurisdiction.

We and our competitors are also subject to a waokkocal, state and federal statutes, ordinanedss and regulations concerning
protection of the environment. Some of the laww/iich we and our properties are
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subject may impose requirements concerning devedopim waters of the United States, including wetk the closure of water supply
wells, management of ashestos-containing mategafsysure to radon, and similar issues. The pdati@nvironmental laws that apply to any
given community vary greatly according to the comitusite, the site’s environmental conditions dinel present and former uses of the site.
These environmental laws may result in delays, o@age us and our competitors to incur substardraptiance and other costs, and may
prohibit or severely restrict development in certanvironmentally sensitive regions or areas. Haxesnvironmental laws have not, to date,
had a material adverse impact on our operations.

Technology

We are committed to the use of Internet-based tdolgy for managing our business, communicating withcustomers, and marketing
our projects. For customer relationship managenesmijse Builder's Co-Pilot, a management infornmatigstem that was custom developed
in accordance with our needs and requirements. shisi@m allows for online and collaborative effdiédween our sales and marketing
functions and integrates our sales, productiondividional office operations in tracking the proggef construction on each of our projects.
We believe that real-time access to our constrogiimgress and our sales and marketing data andréods through our systems increases
the effectiveness of our sales and marketing effastwell as management’s ability to monitor owgitbess. Through our Web site,
www.comstockhomebuilding.coaur customers and prospects receive automatiaefectcommunications from us on a regular basis. We
believe this application of technology has and wdlhtinue to greatly enhance our conversion rates.

In January 2007 we commenced use of our new adoguamhd purchasing management software, the JD E$wBnterprise One
software system. This highly scaleable purchasimbaccounting system has positioned us to be nomtecompetitive and will, we hope,
contribute to future cost reductions and marginaggon.

We rely primarily on a combination of copyrightadie secret and trademark laws to protect our mtayi rights. We license the
“Comstock” brand from our founder, and CEO, Christer Clemente. The license is a perpetual, royediydicense agreement. We have f
a U.S. federal trademark application with respec¢tomstock Homes Worthy of the Investment” andwikfile a U.S. federal trademark
application with respect to “Comstock Homebuildidgmpanies.” We believe the strength of these tradksrbenefits our business. In
addition, as a result of recent acquisitions, we& nw/n the Capitol Homes and Parker-Chandler bravidsh we do not currently use in our
marketing efforts.

Employees

At December 31, 2007, we had 142 full-time and-tiare employees. Our employees are not represdytedy collective bargaining
agreement and we have never experienced a worgagepWe believe we have good relations with oysleyees.

Executive Officers

Our executive officers and other management empkgad their respective ages and positions asadrbleer 31, 2007 are as follows:

Name Age Current Position

Christopher Clemente 47 Chairman and Chief Executive Offi(
Gregory V. Benson 53 Regional President, Southe
Bruce J. Labovitz’ 39 Chief Financial Office
Jeffrey R. Dauer 45 Director, Accounting and Financial Report
Jubal R. Thompso 38 General Counsel and Secre!
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* Section 16 officers

Executive Officers and Key Employees

Christopher Clementtaunded Comstock in 1985 and has been directoediay 2004. Since 1992, Mr. Clemente has servedias
Chairman and Chief Executive Officer. Mr. Clemehées over 20 years of experience in all aspectsafastate development and home
building, and more than 25 years of experiencenaan&repreneur.

Gregory V. Bensojoined us in 1991 as President and Chief Oper&liffiger and has been director since May 2004. Mm$n is also
a member of our board of directors. Mr. Bensondwas 30 years of home building experience includingr 13 years at national home
builders, including NVHomes, Ryan Homes and Cehtermes.

Bruce J. Labovithas served as our Chief Financial Officer sinceidan2004, after serving as our Vice PresidenEirance from Apri
2002 to January 2004 and Vice President — Investimi@ance from January 2002 to April 2002. FromeJ2601 to January 2002,
Mr. Labovitz was a Vice President of Viking Commeations, a telecommunications company. From Nover20e0 to June 2001,
Mr. Labovitz was the President, Marketing & Sersgicd Inlec Communications, a telecommunicationsgamy. Prior to that, from May 19!
to November 2000, Mr. Labovitz was Executive Vicedtdent/Chief Operating Officer of BMK Advertisingn advertising agency.

Jeffrey R. Dauehas served as our Director of Accounting and Firsmeporting since June 2007. Mr. Dauer was Daeof Financial
Reporting from March 2007 to June 2007. From Oat@0®4 to March 2007, Mr. Dauer was retained td lde Sarbanes-Oxley Section 404
implementation and assist in the Company’s JD Edsv&RP system conversion.

Jubal R. Thompsohas served as our General Counsel since Octob&rariour Secretary since December 2004. From A0@P to
April 2003, Mr. Thompson also served as our VicesRtent — Finance. From 1995 to 1998, Mr. Thompsas associated with Robert
Weed & Associates, a law firm.

Other Information

We file annual, quarterly, and current reportsxgrstatements, and other documents with the Séesiahd Exchange Commission
(“SEC") under the Securities Exchange Act of 19 (‘Exchange Act”). The public may read and copy materials that we file with the
SEC at the SEC’s Public Reference Room at 100de6tNE, Washington, DC 20549. The public may obitsfiormation on the operation of
the Public Reference Room by calling the SEC a®@-BEC-0330. Also, the SEC maintains an Interndisite that contains reports, proxy
and information statements, and other informategarding issuers, including us, that file electcafly with the SEC. The public can obtain
any documents that we file with the SEChtp://www.sec.gov.

We also make available, free of charge, at ourhetewebsite located atww.comstockhomebuilding.coour annual reports on
Form 10-K, our proxy statements, our quarterly regpon Form 10-Q, and our current reports on Forhas well as Form 3, Form 4, and
Form 5 Reports for our directors, officers, anchpipal stockholders, together with amendments dgétreports filed or furnished pursuant to
Section 13(a), 15(d), or 16 under the Exchange Rutse reports are available as soon as reasopiaulijcable after their electronic filing
with the Securities and Exchange Commission.

CAUTIONARY NOTES REGARDING FORWARD-LOOKING STATEMEN TS

Some of the statements contained in this repoltdecforward-looking statements. These forward-ingkstatements can be identified
by the use of words such as “anticipate,” “believestimate,”

may,” “intend,”
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“expect,” “will,” “should,” “seeks” or other similaexpressions. Forward-looking statements are blasgely on our expectations and involve
inherent risks and uncertainties including certahs described in this report. When considerirgséhforwardooking statements, you shot
keep in mind the risks, uncertainties and otheticaary statements made in this report. You shooldplace undue reliance on any forward-
looking statement, which speaks only as of the dwtde. Some factors which may affect the accuréatyesforwardlooking statements apg
generally to the real estate industry, while oflaetors apply directly to us. Any number of impatéactors which could cause actual results
to differ materially from those in the forward-ldaly statements include, without limitation: genexebnomic and market conditions,
including interest rate levels; our ability to see/our substantial debt; inherent risks in invesitin real estate; our ability to compete in the
markets in which we operate; regulatory actions;tfiations in operating results; our anticipatemi\gh strategies; shortages and increased
costs of labor or building materials; the availapind cost of land in desirable areas; natursdstiers; our ability to raise debt and equity
capital and grow our operations on a profitabladyasd our continuing relationships with affiliate

Many of these factors are beyond our control. Fdisaussion of factors that could cause actualtesudiffer, please see the discus:
in this report under the heading “Risk Factorsitém 1A.

Item 1A. Risk Factors
Risks Relating to Our Business

Going concern — The occurrence of recent adversgelepments in the housing and credit markets havaiely affected our business
and our liquidity and has resulted in our auditoissuing an opinion that reflects substantial douébout our ability to continue as a
going concern.

The for-sale residential construction industry base under enormous pressure due to numerous e@oanchindustry-related factors.
Several companies operating in the residentialtooction sector of the economy have failed and mstlage facing serious operating and
financial challenges. At the same time, many othesrge been downgraded by credit rating agencies it conditions in the industry
continue to deteriorate. We faced significant arajles during 2007 due to these adverse conditimhgxpect to continue to face challenges
in 2008. These conditions may not stabilize inritkar term and may worsen. Recent adverse changfes @atonomy, consumer sentiment,
mortgage finance and credit markets have giventoisencerns that we may not be able to achieverédole modifications to our debt which
are necessary for us to continue operating.

We engage in construction and real estate actiwtighich are speculative and involve a high degréeisk.
The home building industry is speculative and gmiicantly affected by changes in economic anéptionditions, such as:
* employment levels
» availability of enloan mortgage financing
* interest rates; an
» consumer confidenc

These factors can negatively affect the demandrdrpricing of our homes and our margin on sale a¥éealso subject to a number of
risks, many of which are beyond our control, inahggd

» delays in construction schedul

. cost overruns
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» 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 arod tadsts

Failure to successfully negotiate extensions to auedit facilities could adversely affect our ligdity.

Our subsidiaries have a significant amount of settalebt which matures during 2008. In our industiyy usual and customary for
lenders to renew and extend project facilitiesluhé project is complete. Since we are the guarasftour subsidiaries’ debt, any significant
failure to negotiate renewals and extensions ®dbbt would severely compromise our liquidity aondld jeopardize our ability to satisfy ¢
capital and cash flow requirements. Our previousported and cured loan covenant violations, imegtion with liquidity limitations of our
banks, may impact our ability to renew and extemdd®bt. The current slowdown in residential reshte demand and reduced availabilit
consumer mortgage financing could compromise osin @@w to a point where we would be unable to serour debt. If that happens and
our lenders do not provide assistance in the fdradditional borrowing capacity or waivers, ourl@pito continue operating would be
seriously compromised.

Our ability to sell homes, and, accordingly, ourgelts of operations, will be affected by the avdility of mortgage financing to
potential home buyers.

Most home buyers finance their purchase of a newehihrough third-party mortgage financing. As aileseal 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 consumer mortdagmncing;
» increasing housing cosi

e unemployment; an

» changes in federally sponsored financing progr:

Increases in interest rates or decreases in thikabnity of consumer mortgage financing could degs the market for new homes
because of the increased monthly mortgage costearmavailability of financing to potential homeyiers. For instance, recent initiatives to
tighten underwriting standards could make mortgagacing more difficult to obtain for some of cemtry-level home buyers, as well as
decrease future demand from these buyers. Evatahpal home buyers do not need financing, in@sas interest rates and decreased
mortgage availability could make it harder for thensell their existing homes. This could adversdfect our operating results and financial
condition.

Our operations require significant capital, which ay not continue to be available.

The real estate development industry is capitehisive and requires significant expenditures fodlpurchases, land development and
construction as well as potential acquisitionstbeo homebuilders. In order to maintain our operetiand execute our growth strategy in the
future, we anticipate that we will need to obtain
additional financing as we expand our operatiofest funds may be obtained through public or pridabt or
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equity financings, additional bank borrowings amifr strategic alliances or joint ventures. We maybosuccessful in obtaining additional
funds in a timely manner, on favorable terms allatMoreover, certain of our bank financing agreems contain provisions that limit the t
and amount of debt we may incur in the future withour lenders’ consent. In addition, the availapibf borrowed funds, especially for land
acquisition and construction financing, may be tiye@duced, and lenders may require us to investased amounts of equity in a projec
connection with both new loans and the extensioexidting loans. If we do not have access to amftfi capital, we may be required to de
scale back or abandon some or all of our acquisfilans or growth strategies or reduce capital ediperes and the size of our operations
as a result may experience a material adversetaffiecur business, results of operations and dasglsf

Our continuing operations and future growth depends the availability of construction, acquisitionral development loans.

Currently, we have multiple construction, acquigitand development loans. These credit faciligesi to be project-oriented and
generally have variable rates and require sigmificaanagement time to administer them. If finaniciatitutions decide to discontinue
providing these facilities to us, we would lose ptimary source of financing our operations or ¢bst of retaining or replacing these credit
facilities could increase dramatically. Furtheisttype of financing is typically characterized $hyort-term loans which are subject to call. If
our primary source of financing becomes unavailablaccelerated repayment is demanded, we mayenalble to meet our obligations and
our ability to continue operating would be serigusbmpromised.

Fluctuations in market conditions may affect our diby to sell our land and home inventories at exgied prices, if at all, which could
adversely affect our revenues, earnings and casing.

We are subject to the potential for significantfluations in the market value of our land and hamientories. We must constantly
locate and acquire new tracts of undeveloped awdloleed land if we are to support growth in our ledonilding operations. There is a lag
between the time we acquire control of undeveldpad or developed home sites and the time thatamebcing the communities built on that
land to market and deliver our homes. This lag tuaees from site to site as it is impossible tedict with certainty in advance the length of
time it will take to obtain governmental approvatsl building permits. The risk of owning undeveldpend, developed land and homes can
be substantial. The market value of undeveloped, lauildable lots and housing inventories can tlat significantly as a result of changing
economic and market conditions. Inventory carryingts can be significant and can result in loss@sgoorly performing development or
market. Material write-downs of the estimated vatfieur land and home inventories could occur ifkeiconditions deteriorate or if we
purchase land or build home inventories at highieep during stronger economic periods and theevafithose land or home inventories
subsequently declines during weaker economic pgridte could also be forced to sell homes, lanatsrfor prices that generate lower profit
than we anticipate, or at a loss, and may not ketaldispose of an investment in a timely mannieemwe find dispositions advantageous or
necessary. Furthermore, a decline in the markeeval our land or home inventories may give risadditional impairments of our inventory
and write-offs of contract deposits and feasibitigst, which may result in a breach of financialemants contained in one or more of our
credit facilities, which could cause a default unith®se credit facilities. Defaults in these crdddilities are the responsibility of the Compi
where the Company is the guarantor of its subsitiatebts.

Deteriorating market conditions, turmoil in the ditenarkets and increased price competition haveicoed to negatively impact the
Company in 2007 resulting in reduced sales prioesgased customer concessions, reduced grossmaani extended estimates for project
completion dates. As a result, the Company evalualtel1 of its projects to determine if recordedrging amounts were recoverable. This
evaluation resulted in an aggregate 2007 impairmcleaitge of $68,788 at 29 projects, with $29,95&i@Washington D.C. region, $29,600 in
the Atlanta, Georgia region and $9,230 in the RiileN.C. region. Impairment charges are recordedrasluction in our capitalized land
and/or house costs. The impairment charge waslatdcuusing a discounted cash flow analysis madeich is dependent upon several
subjective
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factors, including the selection of an appropri@iseEount rate, estimated average sales pricessiimaged sales rates. In performing its
impairment modeling the Company must select whiag¢lieves is an appropriate discount rate basexlioent market cost of capital and
returns expectations. The Company has used itgumiEghent in determining an appropriate discoutd based on anecdotal information it
has received from marketing its deals for salegent months. The Company has elected to use afra#s in its discounted cash flow
model. While the selection of a 17% discount rades wubjective in nature, the Company believesahiappropriate rate in the current mai
The estimates used by the Company are based desh@nformation available at the time the estimate made. If market conditions
continue to deteriorate additional adverse chatg#sese estimates in future periods could resuitiither material impairment amounts to
recorded.

Home prices and sales activities in the WashingténC., Raleigh, North Carolina and Atlanta, Georgigeographic markets have a
large impact on our results of operations because @onduct substantially all of our business in tleemarkets.

Home prices and sales activities in the Washindio@,, Raleigh, North Carolina and Atlanta, Geomggagraphic markets have a large
impact on our results of operations because weumirdibstantially all of our business in these ratwkAlthough demand in these geogra
areas historically has been strong, the curremtdsdovn in residential real estate demand and redacaifability of consumer mortgage
financing have reduced the likelihood of consunseeking to purchase new homes which will likelydawegative impact on the pace at
which we receive orders for our new homes. As altes the foregoing, potential customers may (s leilling or able to buy our homes, or
we may take longer or incur more costs to buildrth#/e may not be able to recapture increased bgstsising prices in many cases because
of market conditions or because we fix our priceadvance of delivery by signing home sales cotdrae may be unable to change the mix
of our homes or our offerings or the affordabiliiyour homes to maintain our margins or satisfagtaddress changing market conditions in
other ways. This has and could continue to adweedétct our results of operations and cash flows.

Because our business depends on the acquisitiones land, the potential limitations on the supply land could reduce our revenues
or negatively impact our results of operations andsh flows.

Even in the current depressed housing market, wereence competition for available land and devetbpome sites in the Washingt
D.C., Raleigh, North Carolina and Atlanta, Geomgiarkets. In these markets, we have experienced etitiop for home sites from other,
sometimes better capitalized, home builders. IrRakeigh, North Carolina market, we have recentlyezienced competition from large,
national home builders entering the market. Oulitghtdo continue our home building activities owée long term depends upon our ability to
locate and acquire suitable parcels of land or ldgeel home sites to support our home building dpers. If competition for land increases,
the cost of acquiring it may rise, and the avalighof suitable parcels at acceptable prices meglide. Any need for increased pricing could
increase the rate at which consumer demand foh@mes declines and, consequently, reduce the nushibemes we sell and lead to a
decrease in our revenues, earnings and cash flows.

Our business is subject to governmental regulatidhat may delay, increase the cost of, prohibitsaverely restrict our development
and home building projects and reduce our revenwsl cash flows.

We are subject to extensive and complex laws agulagons that affect the land development and hbuileling process, including
laws and regulations related to zoning, permitéetlluses, levels of density (number of dwellingsupér acre), building design, access to
water and other utilities, water and waste dispasdluse of open spaces. In addition, we and dwgosuractors are subject to laws and
regulations relating to worker health and safetg &60 are subject to a variety of local, statefaddral laws and regulations concerning the
protection of health and the environment. In sofm@uo markets, we are required to pay environmeaniphct fees, use energy saving
construction materials and give commitments to ®eertain infrastructure such as roads and sesggjems. We must also obtain permits
and approvals from local authorities to complete
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residential development or home construction. Biesland regulations under which we and our subactutrs operate, and our and their
obligations to comply with them, may result in delan construction and development, cause us tarisgbstantial compliance and other
increased costs, and prohibit or severely resdagelopment and home building activity in certaieas in which we operate. If we are unable
to continue to develop communities and build anldvdehomes as a result of these restrictions ouifcompliance costs increase
substantially, our revenues, earnings and castsfloay be reduced.

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

From time to time, certain cities and counties hick we operate have approved, and others in whé&bperate may approve, various
“slow-growth” or “no-growth” initiatives and otheiimilar ballot measures. Such initiatives restiietelopment within localities by, for
example, limiting the number of building permitsadable in a given year. Approval of slow- or na@gth measures could reduce our ability
to acquire land, obtain building permits and baildl sell homes in the affected markets and co@ldteradditional costs and administration
requirements, which in turn could have an adveffeeteon our revenues, earnings and cash flows.

Increased regulation in the housing industry ineesahe time required to obtain the necessary aalsrto begin construction and has
prolonged the time between the initial acquisitbdétiand or land options and the commencement antpltaiion of construction. These delays
increase our costs, decrease our profitabilityinockase the risks associated with the land inveagave maintain.

Municipalities may restrict or place moratoriumstbe availability of utilities, such as water arhver taps. If municipalities in which
we operate take actions like these, it could hawvadwverse effect on our business by causing delay®asing our costs or limiting our ability
to build in those municipalities. This, in turn,utd reduce the number of homes we sell and decmasevenues, earnings and cash flows.

The competitive conditions in the home building iastry could increase our costs, reduce our revenaesl earnings and otherwise
adversely affect our results of operations and cdkiws.

The home building industry is highly competitivedanagmented. We compete in each of our markets avitumber of national,
regional and local builders for customers, undgwetbland and home sites, raw materials and lalmrexample, in the Washington, D.C.
market, we compete against approximately 15 totfligy-traded national home builders, approximated to 15 privately-owned regional
home builders, and many local home builders, soiwmehom are very small and may build as few as fov@5 homes per year. We do not
compete against all of the builders in our geogi@ptarkets in all of our product types or submaskas some builders focus on particular
types of projects within those markets, such aglastate homes, that are not in competition withpoojects.

We compete primarily on the basis of price, loaatidesign, quality, service and reputation. Someunfcompetitors have greater
financial resources, more established market positand better opportunities for land and homesasitpiisitions than we do and have lower
costs of capital, labor and material than us. Tdrapetitive conditions in the home building industould, among other things:

* make it difficult for us to acquire suitable landrmme sites in desirable locations at acceptatidegpand terms, which could
adversely affect our ability to build hom

e require us to increase selling commissions andraticentives, which could reduce our profit marg
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» resultin delays in construction if we experienetagls in procuring materials or hiring trades peapl laborers
» resultin lower sales volume and revenues;
* increase our costs and reduce our earn

We also compete with sales of existing homes andaminiums, foreclosure sales of existing homesamdiominiums and available
rental housing. A continued oversupply of competily priced resale, foreclosure or rental homesuinmarkets could adversely affect our
ability to sell homes profitably.

Our business is concentrated in a few geographieas which increases our exposure to localized risks

We currently develop and sell homes principallyhie Washington, D.C., Raleigh, North Carolina anh#ta, Georgia markets. Our
limited geographic diversity means that adverseeggreconomic, weather or other conditions in eitifehese markets could adversely aff
our results of operations and cash flows or oulitgltd grow our business.

We are dependent on the services of certain keyleyges and the loss of their services could harnm business.

Our success largely depends on the continuingesEgf certain key employees, including ChristogPlemente, our Chairman and
Chief Executive Officer; Gregory Benson, our Presidand Chief Operating Officer and Bruce Labowtzr, Chief Financial Officer. Our
continued success also depends on our abilityttacatand retain qualified personnel. We beliexat Messrs. Clemente, Benson and Labovitz
each possess valuable industry knowledge, experiand leadership abilities that would be diffigalthe short term to replicate. The loss of
these or other key employees could harm our operstbusiness plans and cash flows.

A significant portion of our business plan involvesd may continue to involve mixed-use developmeartd high-rise projects with
which we have less experience.

We are actively involved in the construction angelepment of mixed-use and high-rise residentiajguots. Our experience is largely
based on smaller wood-framed structures that asedemplex than high-rise construction or the dgwelent of mixed-use projects. A mixed-
use project is one that integrates residentialranmdresidential uses in the same structure orasecproximity to each other, on the same land.
As we continue to expand into these new productsypie expect to encounter operating, marketingtpouer service, warranty and
management challenges with which we have less itaityl. Although we have expanded our managememht® include individuals with
significant experience in this type of real estiggelopment, we have not fully completed any pitsjecanaged by these persons. If we are
unable to successfully manage the challenges ®pitrition of our business, we may incur additiatets and our results of operations and
cash flows could be adversely affected.

If we experience shortages of labor or suppliesather circumstances beyond our control, there coldd delays or increased costs in
developing our projects, which would adversely atfeur operating results and cash flows.

We and the home building industry from time to timay be affected by circumstances beyond our chmi@uding:
» work stoppages, labor disputes and shortages dfigdarades people, such as carpenters, roofdgstricians and plumber
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» lack of availability of adequate utility infrastiure and service:
» transportation cost increast
e our need to rely on local subcontractors who maybecadequately capitalized or insured;

» shortages or fluctuations in prices of building em&is.

These difficulties have caused and likely will causmexpected construction delays and short-ternre@ses in construction costs. In an
attempt to protect the margins on our projectspften purchase certain building materials with cdtmrants that lock in the prices of these
materials for 90 to 120 days or more. However, adheesupply of building materials subject to thesmmitments is exhausted, we are again
subject to market fluctuations and shortages. Wy moa be able to recover unexpected increasesrstagction or materials costs by raising
our home prices because, typically, the price ohdeome is established at the time a customer ée®auhome sale contract. Furthermore,
sustained increases in construction costs may,tower erode our profit margins and may advers#figcaour results of operations and cash
flows.

We depend on the availability and skill of subcoattors.

Substantially all of our construction work is ddnesubcontractors with us acting as the generaractor or by subcontractors working
for a general contractor we select for a particptaject. Accordingly, the timing and quality ofrozonstruction depends on the availability
and skill of those subcontractors. We do not hawngiterm contractual commitments with subcontractorsuppliers. Although we believe
that our relationships with our suppliers and smb@ztors are good, we cannot assure that skilledantractors will continue to be available
at reasonable rates and in the areas in which wdumb our operations. The inability to contracthnskilled subcontractors or general
contractors at reasonable costs on a timely basisl ¢imit our ability to build and deliver homesdicould erode our profit margins and
adversely affect our results of operations and flasis.

Product liability litigation and claims that arisén the ordinary course of business may be costlynegatively impact sales, which could
adversely affect our results of operations and cdkiws.

Our home building business is subject to constonatiefect and product liability claims arising hetordinary course of business. These
claims are common in the home building industry eawl be costly. Among the claims for which devets@nd builders have financial
exposure are property damage, environmental clamdsodily injury claims. Damages awarded undesdtsiits may include the costs of
remediation, loss of property and heai¢ated bodily injury. In response to increaseddition, insurance underwriters have attemptedhd
their risk by excluding coverage for certain claiassociated with environmental conditions, pollut#nd product and workmanship defects.
As a developer and a home builder, we may be lkabfitoss for mold-related property, bodily injuaynd other claims in amounts that exceed
available limits on our comprehensive general ligbpolicies. In addition, the costs of insuringaanst construction defect and product
liability claims are high and the amount of coveradfered by insurance companies is limited. Uniedproduct liability and similar claims,
claims in excess of the limits under our insurgmeokcies and the costs of obtaining insurance i@cguch claims could have a material
adverse effect on our revenues, earnings and tasgh. f

Increased insurance risk could negatively affectrdousiness, results of operations and cash flows.

Insurance and surety companies have reassessedasauts of their business and, as a result, rkayaigtions that could negatively
affect our business. These actions could includeeasing insurance premiums,
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requiring higher self-insured retentions and deitiied, requiring additional collateral on suretynlds, reducing limits, restricting coverages,
imposing exclusions, and refusing to underwrit¢aierrisks and classes of business. Any of theSerscmay adversely affect our ability to
obtain appropriate insurance coverage at reasonabts, which could have a material adverse effeaiur business. Additionally, coverage
for certain types of claims, such as claims retatonmold, is generally unavailable. Further, wg om surety bonds, typically provided by
insurance companies, as a means of limiting theuatnaf capital utilized in connection with the pighimprovement sureties that we are
required to post with governmental authoritiesanrection with land development and constructidiviies. The cost of obtaining these
surety bonds is, from time to time, unpredictalsld an occasion these surety bonds are unavail@bése factors can delay commencement
of development projects and adversely affect regeaarnings and cash flows.

We are subject to warranty claims arising in thedinary course of business that could be costly.

We provide service warranties on our homes forriogef one year or more post closing and a stmattuarranty for five years post
closing. We self-insure all of our warranties aagarve an amount we believe will be sufficientatisfy any warranty claims on homes we
sell. We also attempt to pass much of the risk@ated with potential defects in materials and woakship on to the subcontractors
performing the work and the suppliers and manufacsuof the materials. In such cases, we still mayr unanticipated costs if a
subcontractor, supplier or manufacturer fails tadrdts obligations regarding the work or materidlsupplies to our projects. If the amoun
actual claims materially exceeds our aggregateamyrreserves and/or the amounts we can recoverdro subcontractors and suppliers,
operating results and cash flows would be advesiédcted.

Our business, revenues, earnings and cash flows haydversely affected by adverse weather conditimnnatural disasters.

Adverse weather conditions, such as extended edbdain, snow or cold temperatures, and natusalstiers, such as hurricanes,
tornadoes, floods and fires, can delay completimhsale of homes, damage partially complete orrathsold homes in our inventory and/or
decrease the demand for homes or increase thefdmsiiding homes. To the extent that natural diesasor adverse weather events occur, our
business and results may be adversely affectethélextent our insurance is not adequate to caygnbss interruption losses or repair costs
resulting from these events, our revenues, earrdingash flows may be adversely affected.

We are subject to certain environmental laws ane ttost of compliance could adversely affect our ibess, results of operations and
cash flows.

As a current or previous owner or operator of praperty, we may be liable under federal, statd,laoal environmental laws,
ordinances and regulations for the costs of remowvadmediation of hazardous or toxic substancesioder or in the properties or in the
proximity of the properties we develop. These laftsn impose liability whether or not we knew off veere responsible for, the presence of
such hazardous or toxic substances. The cost e$iigating, remediating or removing such hazardwousxic substances may be substantial.
The presence of any such substance, or the faitaraptly to remediate any such substance, may adleaffect our ability to sell the
property, to use the property for our intended paep or to borrow funds using the property as tai#a. In addition, the construction process
involves the use of hazardous and toxic mateN&ks.could be held liable under environmental lawglie costs of removal or remediation of
such materials. In addition, our existing creddiliies also restrict our access to the loan pedssf the properties that are used to
collateralize the loans are contaminated by hazemrdabstances and require us to indemnify the hgalnst losses resulting from such
occurrence for significant periods of time, evetemafhe loan is fully repaid.
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Our Eclipse project is part of a larger developniecated at Potomac Yard in Northern Virginia. Poée Yard was formerly part of a
railroad switching yard contaminated by rail-rethgetivities. Remediation of the property was caredd under supervision of the U.S.
Environmental Protection Agency, or EPA, in cooadion with state and local authorities. In 1998ldial, state and local government
agencies authorized redevelopment of the propéy plans for development of our portion of thejgcbare consistent with those
authorizations. Although concentrations of contaanis remain on the property under the EPA-approgettdiation work plan, the EPA has
determined that they do not present an unacceptskléo human health or the environment. Howeitds, possible that we could incur some
costs to defend against any claims that might baddrt in the future relating to any such contamisan

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

Before a community generates any revenues, maexpenditures are required to acquire land, toioltevelopment approvals and to
construct significant portions of project infrastiure, amenities, model homes and sales faciliiesn take a year or more for a community
development to achieve cumulative positive cash.flour inability to develop and market our commigsitsuccessfully and to generate
positive cash flows from these operations in a fjmeanner would have a material adverse effectwrability to service our debt and to m
our working capital requirements.

Our operating results may vary.

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

« the uncertain timing of real estate closir

« our ability to continue to acquire additional landoptions thereon on acceptable terms and thagiwi all necessary regulatory
approvals required for developme

» the condition of the real estate market and theggmrconomy 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 aiéity of mortgage financing; ar

» costs of material and labor and delays in constmctchedules

The volume of sales contracts and closings typicadlies from month to month and from quarter tartger depending on several
factors, including the stages of development ofpmofects, weather and other factors beyond outrabiin the early stages of a project’s
development, we incur significant start-up costoamted with, among other things, project dedgmg acquisition and development,
construction and marketing expenses. Since revednuassales of properties are generally recogna@yg upon the transfer of title at the
closing of a sale, no revenue is recognized dufiegearly stages of a project unless land parceissidential home sites are sold to other
developers. Periodic sales of properties may hefingent to fund operating expenses. Furtherales and other revenues are not adequate tc
cover operating expenses, we will be required &k seurces of additional operating funds. Accorlyingur financial results will vary from
community to community and from time to time.
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Acts of war or terrorism may seriously harm our bosss.

Acts of war, any outbreak or escalation of hogtiitbetween the United States and any foreign powacts of terrorism, may cause
disruption to the U.S. economy, or the local ecoiesmof the markets in which we operate, cause agestof building materials, increase
costs associated with obtaining building materiasult in building code changes that could inoeeassts of construction, affect job growth
and consumer confidence, or cause economic changese cannot anticipate, all of which could reeldemand for our homes and adver
impact our revenues, earnings and cash flows.

We do not own the Comstock brand or trademark, bee the brand and trademark pursuant to the ternisagperpetual license granted
by Christopher Clemente, our Chief Executive Officend Chairman of the Board.

Our Chief Executive Officer and Chairman of the BhaChristopher Clemente, has licensed the “Cork&to@and and trademark to us
in perpetuity and free of charge. We do not ownlttead or the trademark and may be unable to grittagainst infringement from third
parties. However, Mr. Clemente retains the rightdotinue using the “Comstock” brand and tradeniradkvidually and through affiliates,
including real estate development projects in aurant or future markets. We will be unable to cohthe quality of projects undertaken by
Mr. Clemente or others using the “Comstobkénd and trademark and therefore will be unablgéoent any damage to its goodwill that r
occur. We will further be unable to preclude Mre@lente from licensing or transferring the ownerstiiphe “Comstock” trademark to third
parties, some of whom may compete against us. Qoesdly, we are at risk that our brand could beatgad which could have a material
adverse effect on our business, operations andfloag$

Risks Related to our Common Stock and the SecuritseeMarkets
Volatility of our stock price could adversely affestockholders.
The market price of our Class A common stock cdiuictuate 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 resi
e our operating results failing to meet the expeotatf securities analysts or investors in a paldicperiod;

« changes in financial estimates and recommendalipisecurities analysts concerning our Company @htime building industry
in general:

» operating and stock price performance of other aorgs that investors deem comparable tc
* news reports relating to trends in our mark
» changes in laws and regulations affecting our lass|

* material announcements by us or our competi
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« material announcements by our construction lendetise manufacturers and suppliers we |

» sales of substantial amounts of Class A commorkdigour directors, executive officers or signifitatockholders or the
perception that such sales could occur;

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

Investors may not be able to resell their sharemiofClass A common stock following periods of \ibky because of the market’s
adverse reaction to that volatility. Our Class Antoon stock may not trade at the same levels asttio& of other homebuilders, and the
market in general may not sustain its current grice

Investors in our Class A common stock may experiemlution with the future exercise of stock optierand warrants, the grant of
restricted stock and issuance of stock in connectigith our acquisitions of other homebuilders.

From time to time, we have issued and we will aomito issue stock options or restricted stocktgrememployees and non-employee
directors pursuant to our equity incentive plan. &{pect that these options or restricted stocktgnaiil generally vest commencing one year
from the date of grant and continue vesting oviaua-year period. Investors may experience diluisrthe options vest and are exercised by
their holders and the restrictions lapse on theictsd stock grants. In addition, we may issuelsia connection with acquisitions of other
homebuilders, which may result in investors expegiieg dilution.

Substantial sales of our Class A common stock, lee perception that such sales might occur, coulgdess the market price of our
Class A common stock.

A substantial amount of the shares of our Classiraon stock are eligible for immediate resale sphblic market. Any sales of
substantial amounts of our Class A common sto¢kempublic market, or the perception that suchssaight occur, could depress the market
price of our Class A common stock.

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

Messrs. Clemente and Benson own 100% of our outistgrClass B common stock, which, together withrtheares of Class A
common stock, represent approximately 78.1% ottmbined voting power of all classes of our vothock. As a result, Messrs. Clemente
and Benson, acting together, have control ovethaselection of our board of directors and our ngemaent and policies. Messrs. Clemente
and Benson, acting together, also have control aNenatters requiring stockholder approval, indghgdthe amendment of certain provisions
of our certificate of incorporation and bylaws, tygroval of any equity-based employee compensatams and the approval of fundamental
corporate transactions, including mergers. In liftthis control, other companies could be discgadafrom initiating a potential merger,
takeover or any other transaction resulting inange of control. Such a transaction potentiallyid¢de beneficial to our business or to our
stockholders. This may in turn reduce the price ithzestors are willing to pay in the future forasls of our Class A common stock.

The limited voting rights of our Class A common stocould impact its attractiveness to investors atadliquidity and, as a result, its

market value.

The holders of our Class A and Class B common sgeclerally have identical rights, except that hidd# our Class A common stock
are entitled to one vote per share and holdersio€tass B common stock are entitled to 15 voteshpare on all matters to be voted on by
stockholders. The difference in the voting righits o
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the Class A and Class B common stock could dimitlishvalue of the Class A common stock to the exteat investors or any potential
future purchasers of our Class A common stock lasaralue to the superior voting rights of the CRssommon stock.

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

We are subject to the Delaware anti-takeover lagsilating corporate takeovers. These anti-takelaves prevent Delaware
corporations from engaging in business combinatwitts any stockholder, including all affiliates aathployees of the stockholder, who
owns 15% or more of the corporation’s outstandiating stock, for three years following the datet i@ stockholder acquired 15% or more
of the corporation’s voting stock unless specifiedditions are met.

Our amended and restated certificate of incorpamadind bylaws contain provisions that have thecefiédelaying, deferring or
preventing a change in control of us that stockéiadanay consider favorable or beneficial. Thes&ipians could discourage proxy contests
and make it more difficult for stockholders to ¢ldirectors and take other corporate actions. Thesésions could also limit the price that
investors might be willing to pay in the future &irares of our common stock. These provisions declu

e astaggered board of directors, so that it woule three successive annual meetings to replaciratitors;
» a prohibition of stockholder action by written ceng anc

» advance notice requirements for the submissiortdikbolders of nominations for election to the labaf directors and for
proposing matters that can be acted upon by stédé&imat a meeting

Our issuance of shares of preferred stock couldalebr prevent a change of control of us.

Our Board of Directors has the authority to causéotssue, without any further vote or action oy stockholders, up to
20,000,000 shares of preferred stock, par valuk |$e0 share, in one or more series, to designataumber of shares constituting any series,
and to fix the rights, preferences, privileges egstrictions thereof, including dividend rightsting rights, rights and terms of redemption,
redemption price or prices and liquidation prefeemof such series. The issuance of shares ofrmrdfstock may have the effect of delayi
deferring or preventing a change in control of itheut further action by the stockholders, even retetockholders are offered a premium for
their shares. The issuance of shares of prefetoe#t sith voting and conversion rights may adversdfect the voting power of the holders
of Class A common stock, including the loss of mgtcontrol. We have no present plans to issue hases of preferred stock.

Item 1B. Unresolved Staff Comments

None.

ltem 2. Properties

Our principal administrative, sales and marketimgjlities are located at our headquarters in Re&toginia. We currently lease 25,515
square feet of office space in the Reston faditilyn Comstock Asset Management, L.C., an affiliatelly-owned by Christopher Clemente.
Pursuant to this five-year headquarters lease whéehkntered into on October 1, 2004 and modifiedogust 1, 2005 for an additional 8,424
square feet, we pay annual rental rates of $709&6)ect to a 4% annual increase.
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We also lease office space in Raleigh, North Caaolvhere we occupy approximately 3,300 squareofeeffice space. On October 1,
2005 we entered into a five-year lease agreemeripioroximately 4,351 square feet of office spacReston, Virginia. This office space was
originally intended to be a sales office. Howevee ¢lo unfavorable market conditions, we discontihusing the sales office in December
2007 and are currently attempting to locate sukléaisants.

Item 3. Legal Proceedings

On August 11, 2005, the Company was served witlogomto compel arbitration resulting from an aliéign of a loan brokerage fee
being owed for placement of a $147.0 million projean for the Eclipse at Potomac Yard project. Ttém in the base amount of
approximately $2.0 million plus interest and cosés based on breach of contract. In February 280Company received a ruling by a pe
of arbiters to pay approximately $3.0 million untleis claim. The Company posted a cash bond aed &h appeal in the amount of the
judgment. The Compar’'s writ for appeal with the Virginia Supreme Couras denied in December 2007; resulting in finabjuent being
rendered against the Company and the release oa#iebond to satisfy payment of the claim in Fakyr2008.

In accordance with the provisions of its sales egrents, the Company'’s subsidiary retained the sameney purchase deposits from
Eclipse project buyers who defaulted on their dilimn to settle. Certain buyers are seeking toiolataefund of their forfeited deposits and
have filed a series of lawsuits in Virginia Circ@iburts and arbitration claims commencing on ouadoJune 28, 2007. Disputed deposits in
an aggregate amount of approximately $1.1 millemain in a segregated escrow account and are gttindthe accompanying financial
statements as Restricted Cash as of December @7, ZBe Company has filed counterclaims againsirthjerity of the Eclipse buyers in the
referenced actions.

On December 7, 2007, the Company and a subsidiarg served with a complaint and notice of lis pesda the District of Columbia
Courts resulting from an allegation of the subsid&failure to pay $0.7 million allegedly due teetseller of property in the District of
Columbia known as the East Capitol project. The gamy’s subsidiary posted a cash escrow for 1.5gtithe amount sought in the complaint
in order to complete conveyance of the properthetit exception to title and intends to vigorousiyehd the matter.

The Company has asserted claims against formeradiimg shareholders of Parker-Chandler Homes, la©vomebuilder the Company
acquired pursuant to a stock purchase agreemeA) (8&ted January 19, 2006. The Company has magyticlaims against the $1.0 milli
holdback escrow account established pursuant t8f#eto secure reimbursement and indemnificatios @sult of a series of claims and
liabilities created by certain omissions and/ormapsesentations allegedly made by the controlllmaysholders in the SPA. The Company has
reserved all rights and remedies with respectéddhegoing and certain additional matters.

On February 29, 2008, a subsidiary of the Comphtathis Partners, LLC (“Mathis Partners”), receiveatices of acceleration and
foreclosure from Haven Trust Bank (Lender) pursuargxisting acquisition and construction creddilities at its Gates of Luberon project.
The aggregate outstanding balance of the indebsésdmas approximately $5.2 million as of the datthefnotices. The notices were issued
after maturity of the indebtedness and Mathis Rastrinability to negotiate an extension of theditréacilities with Lender pursuant to terms
and conditions Mathis Partners deemed satisfactiottye process of foreclosure proceeds as cugrenmtiiced by Lender, Mathis Partners and
the Company, pursuant to a guaranty by the CompaMathis Partners’ obligations, may be held regiae for either the outstanding
balance of the indebtedness or a deficiency judgistesuld the proceeds of a foreclosure sale betessthe outstanding balance of the
indebtedness. Mathis Partners and the Companwy ane iprocess of analyzing their strategic optisrtsch may include a Chapter 11
reorganization of Mathis Partners, the special psepentity that owns the Gates of Luberon project.

Other than the foregoing, we are not currently scidjo any material legal proceedings. From timenbe, however, we are named as a
defendant in legal actions arising from our norimadiness activities. Although we
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cannot accurately predict the amount of our ligilf any, that could arise with respect to legetfions currently pending against us, we do
not expect that any such liability will have a matkadverse effect on our financial position, @iarg results or cash flows. We believe that
we have obtained adequate insurance coverages tghdemnification, or where appropriate, haval@dshed reserves in connection with

these legal proceedings.

Item 4. Submission of Matters to a Vote of Security Holders

None.
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PART Il
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market for Common Stock

Our Class A common stock has been traded on thdddaSlobal Market under the symbol “CHCI” since anitial public offering on
December 14, 2004. The following table sets fdamhhigh and low sale prices of our Class A comniooks as reported on Nasdagq, for the
periods indicated:

High Low

Fiscal Year Ended 2005

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

First quartel $14.6¢ $ 8.77

Second quarte $11.6C $ 5.4¢

Third quartel $72C $ 3.6&

Fourth quarte $624 $ 3.9
Fiscal Year Ended 2007

First quartel $6.92 $ 3.9¢

Second quarte $42¢ $ 2.5E

Third quartel $295 $1.21

Fourth quarte $20C $0.5C

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

Dividends

We have never paid any cash dividends on our constomk. From time to time, our board of directoraleates the desirability of
paying cash dividends. The future payment and ainoiurash dividends will depend upon our financiahdition and results of operations,
applicable loan covenants and other factors deegledant by our board of directors.

Issuer Purchases of Equity Securities

Our board of directors has previously authorizedrgpurchase of up to 1 million shares of our Clasesmmon stock in one or more
open market or privately negotiated transactions.

During the twelve months ended December 31, 20@7didl not repurchase any of our outstanding ClaserAmon stock. We have no
immediate plans to resume stock repurchases uhidexuthorization.

Stock Performance Graph

The following line graph compares cumulative tat@lckholder returns for the period from December2D04, the date of our initial
public offering, through December 31, 2007 for @y Class A common stock; (2) the Nasdaq Stock Biaild.S.) Index; and (3) the
Standard & Poor’s Homebuilding Index. The graphuasss an investment of $100 on December 14, 200éhwias the first day on which
our stock was listed on the Nasdaq Global Markké @alculations of cumulative stockholder returrttmaNasdaq Stock Market (U.S.)
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Index and Standard & Poor’'s Homebuilding Indexii@ reinvestment of dividends, but the calculatboumulative stockholder return on
our Class A common stock does not include reinvestrof dividends because we did not pay dividendsd the measurement period. The

performance shown is not necessarily indicativiutfre performance.
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Item 6. Selected Financial Data

The following table contains selected consolidated combined financial information and is suppletediby the more detailed
financial statements and notes thereto includesdisre in this report. We derived the selecteabfticstl financial data shown below for 20
2006, 2005, 2004 and 2003 from our audited findrstéiements. You should read the following finah@iformation in conjunction with
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations,” “Businesst anr combined consolidated
financial statements and the related notes, ind@dgewhere in this report.
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FIVE YEAR COMPARISON OF SELECTED FINANCIAL DATA
Dollars in thousands (except per share data)

Year ended December 31,

2007 2006 2005 2004 2003
Revenue: $266,15¢ $245,88: $224,30! $ 96,04 $55,52:
Expenses Cost of sal 245,30¢ 216,65 156,49( 63,99:¢ 41,75¢
Impairments and wri-offs(1) 78,26¢ 57,42¢ 1,21¢ —
Selling, general and administrati 34,67 37,50( 24,19( 11,94( 5,712
Operating (loss) incom (92,08%) (65,707) 42,40¢ 20,11: 8,05:
Other (income) expense, r (1,886 (1,487 (1,450 90¢ (44)

(Loss) Income before minority interest and equitgarnings of real
estate partnershiy (90,199 (64,215 43,85¢ 19,20¢ 8,091
Minority interest (137) 15 30 5,26( 2,291
(Loss) Income before equity in (loss) earningseail estate partnershi (90,06%) (64,23() 43,82¢ 13,94 5,80(
Equity in (loss) earnings of real estate partn@s — (13%) 99 11¢€ 13¢
Total pre-tax (loss) incom (90,067) (64,36%) 43,92¢ 14,06: 5,93¢
Income tax (benefit) provisia (2,552 (24,52() 16,36¢ (241) —
Net (loss) incom $(87,510) $(39,84H ¢ 27,56: $ 14,30  $ 5,93¢
Basic (loss) earnings per shi $ (547 $ (269 $ 21479 19t $ 0.84
Basic weighted average shares outstandir 16,14( 15,14¢ 12,87( 7,341 7,067
Dilutive (loss) earnings per she $ (547 $ (269 $ 21279 19t $ 0.84
Dilutive weighted average shares outstandin 16,14( 15,14¢ 13,02: 7,351 7,067

December 31,
2007 2006 2005 2004 2003
Balance Sheet Dat

Cash and cash equivalel $ 6,82 $ 21,26 $ 42,167 $ 67,55¢ $17,16(
Real estate held for development and sale(: 203,86 405,14 263,80: 104,32t 65,27
Total asset 258,97t 517,42! 431,31 304,50° 90,18«
Notes payabl 141,21 265,40: 143,65 76,62¢ 61,06:
Subordinated del 30,00( 30,00( — — —
Total liabilities 212,22t 393,17: 285,841 239,58t 71,74¢
Minority interest 231 371 40C 2,69t 11,41z

(1) During the years ended December 31, 2007 afié,28e Company recorded impairment charges and-wfis of option deposits and
related feasibility costs. The inclusion of thebarges makes year to year comparisons difficultsdruaild be considered when
evaluating results of operations in relation tdieayears.

(2) Shares outstanding of our predecessor for ggars have been adjusted to account for shangsdte the owners of our predecessor in
connection with the initial public offering of oaommon stock

(3) During 2006 the Company acquired Parker Chandlené$) Inc. in Atlanta, GA and Capitol Homes, IncRialeigh, NC
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Item 7. Management’s Discussion and Analysis &inancial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations shoulddsdrin conjunction with “Selected
Financial and Other Data” and our consolidated@mdbined financial statements and related notesaapm elsewhere in this report. This
discussion and analysis contains forward-lookideshents that involve risks and uncertainties. délesge “Cautionary Notes Regarding
Forward-looking Statements” for more informatiorur@ctual results could differ materially from tlecanticipated in these forward-looking
statements as a result of various factors including not limited to, those discussed below andveffeere in this report, particularly under the
headings “Risk Factors” and “Cautionary Notes Reay Forward-looking Statements.”

Overview

We are a real estate developer that has substerfiatience building a diverse range of produathigting single-family homes,
townhouses, mid-rise condominiums, high-rise mialtirily buildings and mixed-use (residential and aoancial) developments in suburban
communities and high density urban infill areas. Miéd projects with the intent that they be salther as fee-simple properties,
condominiums, or investment properties. We focug@ographic areas, products and price points wiierieelieve there will be significant
demand for new housing and potential for attraatetarns. We currently develop and build in the Wiagton, D.C., Raleigh, North Carolina,
and Atlanta, Georgia markets where we target arsiiveange of home buyers including first-time, yambve-up, secondary move-up, and
empty nester move-down buyers. We focus on the dhaitharket” meaning that we tend to offer produetthe middle price points in each
market, avoiding the very low-end and very high-enaducts. We believe that our middle market sgpatgositions our products such that
they are affordable to a significant segment oéptidl home buyers in our markets.

Our markets have generally been characterizedrbggipopulation and economic growth trends thatHas to strong demand for
traditional housing. However, the housing indusdrgurrently in a cyclical downturn, suffering tafects of reduced demand brought on by
significant increases in existing home inventoegistance to appreciating prices of new homes,diliimthe mortgage markets, and conce
about the health of the national economy. We belibat over the past two decades we have gaineskfiexrience necessary to manage our
business through the current difficult market eominent. We believe that we have taken, and arénuong to take, the steps necessary to
manage our business until market conditions stbdnd eventually improve.

As a result of deteriorating market conditions vaednadjusted certain aspects of our businessgyrdte2007 we focused our energy
repositioning projects, reducing debt, reducinggamanaging liquidity, renegotiating loans withrreumt period maturities, refinancing
projects and enhancing our balance sheet. We leneelled or postponed plans to start several nejeqis and renegotiated contracts to
purchase certain other projects. As a result we lpavchased very little new land over the past d&tirs. We have sold certain land and ¢
assets and taken steps to significantly reducéneentory of homes as well. Until market conditistabilize we will continue to focus on
working through the land inventory that we currgmvn. This will include continuing efforts to sekrtain land parcels where we believe
the best strategy relative to that particular assetvever, the cyclical nature of our industry temad create opportunities to acquire properties
at reduced costs. Under the right circumstancesnvalur financial condition warrants, we would colesiacquiring new development
opportunities.

While we have always preferred to purchase finidhdttling lots that are developed by others we hase been active in entitling and
developing land for many of our home building potge We believe it is important to have the capdsl to manage the entitlement and
development of land in order to position our comptmnbe able to recognize opportunities to enhdineevalue of the real estate we develop
and to be opportunistic in our approach to acdaisit Nonetheless, our interest in acquiring nevetimment projects will be focused on
finished building lots until market conditions acidcumstances warrant otherwise.
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In addition, our business has included the devetynredevelopment (condominium conversions) amstroction of residential mid-
rise and high-rise condominium complexes. The nitgjof our multi-family projects are in our core rkat of the greater Washington, D.C.
area. We believe that the demographics and hoasings in the Washington, DC area will continugtoduce demand for high density
housing and mixed-use developments. In RaleightiNDarolina and Atlanta, Georgia, we are curreftttused on lower density housing
such as single family homes and townhomes. In doderduce the cost associated with carrying ondominium inventory in the
Washington, DC region we operate certain of ourtirfamily projects as rental properties. This providegegular cash flow which we use
offset a significant portion of the carry costsazsated with the applicable multi-family assetsatidition, we believe the value of the assets
will be enhanced when market conditions stabilizevgprove.

We operate in the greater Washington, D.C., Rajéiginth Carolina and Atlanta, Georgia markets. Whkelve that demand for housing
(existing homes, new homes, and rental homes)isetimarkets is driven by job growth and populagimwth. We also believe that when
consumers view the national economy in favoralgletithat demand for new homes increases and defoenehtal homes decreases.
Conversely, when consumers are concerned abotetith of the economy demand for new homes suffemnsumers opt for rental horr
We believe that current concerns about the heéltheonational economy are having a negative effacdlemand for new homes while also
increasing demand for rental homes. Our experitgags us to conclude that over the long term, deinfi@nnew homes will improve in our
core markets as each of our primary markets coasiio experience job growth.

In each of our markets job growth over the pasesswears has led to population growth. This im fed to increased demand for new
homes and home price appreciation. The double pégieé of price appreciation in some areas ledflationary pressures on the costs
associated with producing homes (increases inafdand, labor and materials). Appreciating homkiga also attracted small time investors
who were not committed to ownership of the homes@mndominiums they sought to purchase. As a redheh market conditions cooled,
contract cancellations increased which led to areimsed inventory of speculative homes held bydbtél The number of existing homes
available for sale by individuals also increasephificantly. This supply/demand imbalance creaigdificant pressure on homebuilders to
increase selling concessions and to reduce prddbe same time turmoil in the mortgage markeéatad uncertainty regarding the
availability of mortgage financing and concernsugtitbe health of the national economy caused paisfgehome buyers to stay out of the
market. Although job growth and population growtisftontinued in our markets, demand for new horoesraies to be soft. We believe t
the increased overall occupancy rate of rentaltaqgarts over the past several years is a direcltrefstnese factors.

While market conditions continue to be challengiwg,believe that the natural cyclical nature of imatustry will again lead to
stabilized market conditions and eventually to ioyed market conditions. By shedding certain asseis,operating certain other assets as
rental properties we believe we will be able to theathe downturn in our industry and we will bellvp®sitioned to capitalize on new
opportunities when market conditions stabilize.

Our general business strategy is to focus on flerresidential real estate development opportugjitiethe Southeastern United States,
that afford us the ability to produce productsratgpoints where we believe there is significamtg-term demand for new housing.
Recognizing that the housing industry is cyclicahature and that current challenging market camtitmay take time to stabilize we have
adapted our business plan and strategy with thieod@aotecting liquidity, enhancing our balanceshand positioning the Company for
future growth and profitability when market condiis improve. In connection with this strategy, vegdradopted a conservative approach to
land acquisition and capital investment, which favacquisition of finished building lots, and hastponed previous plans for continued
market expansion. We remain committed to disposiragsets that do not allow for adequate returmeested capital. We believe that this
approach enhances our ability to manage througledging market conditions and better positionsautake advantage
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of attractive opportunities in our core marketsresket conditions improve. In today’s real estatekat our general operating business
strategy has the following key elements:

» Attract and retain experienced personnel at alkle

» Focus on our core markets in the MAtlantic and Southeast region of the United St
e Focus on our current land inventory in our core kets

» Focus on a broasegment of the home buying market, akée* middle marke”

* Create opportunities in areas overlooked by our petitors

e Position our inventory for the growing m«-down market:

* Maximize our economies of sce

In light of current depressed market conditionthim homebuilding industry we have adopted the fdlg additional business strategies
which we will focus on throughout 2008 and into 200

e Protect liquidity and maximize capital availabili

» Create a highly qualified sales force capable afaig sales in difficult time

» Maximize the realized value of our real estate ah

» Utilize technology to streamline operations, redaosts, enhance customer communications and teilgales

At December 31, 2007, we either owned or contralieder option agreements over 3,000 building bt following tables summarize
certain information related to new orders, settletseand backlog for the twelve month periods erdecember 31, 2007, 2006, and 2005:

Twelve months ended December 31, 2007
Washington Metro

North

Area Carolina Georgia Total
Gross new ordet 55¢ 152 11€ 827
Cancellations 162 28 24 214
Net new order: 397 124 92 613

Gross new order reven
Cancellation revenu

Net new order revent

Average gross new order pri
Settlement:

Settlement revent.— homebuilding
Average settlement pric

Backlog units

Backlog revenu

Average backlog pric

123,90¢ $38,01° $35,93¢ $197,86:
69,974 $ 8,47¢ $ 7,594 $ 86,04«
53,93¢ $29,54: $28,34: $111,81¢
222 $ 25C $ 31C $ 23¢
66¢ 131 86 88¢
174,58 $31,64« $26,57" $232,80!
261 $ 24z $ 30¢ $  26c
13 89 18 70
4,11z $12,68¢ $ 6,051 $ 22,841
31¢€ $ 32t $ 33¢ $ 32€

HHr BB PGB
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Twelve months ended December 31, 2006
Washington Metro

North

Area Carolina Georgia Total
Gross new ordet 625 17& 16& 96E
Cancellations 122 6 43 171
Net new order: 503 16¢ 122 794

159,49¢ $45,21¢ $43,23¢ $247,94°
39,62 $ 2,95¢ $10,63: $ 53,20¢
119,87 $42,25' $32,60¢ $194,73¢
258 $ 25¢ $ 26z $ 257
67% 132 107 914
180,18: $32,25¢ $27,65¢ $240,09:
267 $ 244 $ 25¢ $ 268
28t 45 15 34&
123,08( $13,24¢ $ 4,94¢ $141,27:
432 $ 294 $ 33C $  40¢

Gross new order reven!
Cancellation revenu

Net new order revent

Average gross new order pri
Settlement:

Settlement revent.— homebuilding
Average settlement pric

Backlog units

Backlog revenu

Average backlog pric

B BB AHR

Twelve months ended December 31, 2005
Washington Metro

North

Area Carolina Georgia Total
Gross new ordel 70C 40 — 74C
Cancellation: 102 7 — 10¢
Net new order: 59¢ 33 — 631
Gross new order reven $ 253,80° $14,41¢ $ — $268,22:
Cancellation revenu $ 35,12¢ $ 2,841 $ — $ 37,96
Net new order revent $ 218,68: $11,57¢ $ — $230,25¢
Average gross new order pri $ 362 $ 36C $ — $ 362
Settlement: 57C 33 — 60:S
Settlement revent,— homebuilding $ 204,93: $11,33: $ — $216,26!
Average settlement pric $ 36C $ 34c $ — $ 35¢
Backlog units 46€ 9 — 47E
Backlog revenu $ 186,93¢ $ 3,44 $ — $190,38:
Average backlog pric $ 401 $ 388 $ — $ 401

Recent accounting pronouncements

In September 2006, the FASB issued Statement afnigial Accounting Standard No. 15-gir Value Measuremen{§SFAS 157"),
which defines fair value, establishes a frameworlnfieasuring fair value in generally accepted acting principles and expands disclosures
about fair value measurements. SFAS 157 is effedtivfinancial statements issued for fiscal ydmginning after November 15, 2007, and
interim periods within those fiscal years. The Campis currently reviewing the effect of SFAS 15Vits consolidated financial statements.

In February 2007, the FASB issued Statement ofrfgilah Accounting Standard No. 15Bhe Fair Value Option for Financial Assets
and Financial Liabilities — Including an amendmé&mfASB Statement No. 1{%FAS 159”), which permits entities to measureicas
financial instruments and certain other items &tfalue at specified election dates. The electiust be made at the initial recognition of the
financial instrument, and any unrealized gainsesés must be reported at each reporting date. 368% effective for financial statements
issued for fiscal years beginning after November2O®7, and interim periods within those fiscalnged he Company is currently reviewing
the effect of SFAS 159 on its consolidated finahstatements.

In December 2007, the FASB issued Statement offeinbAccounting Standards No. 141Business Combinations(“SFAS 141R),
which establishes principles and requirementsHemréporting entity in a
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business combination, including recognition and sneament in the financial statements of the idetié assets acquired, the liabilities
assumed, and any noncontrolling interest in theliaeg. This statement also establishes disclogapgirements to enable financial statement
users to evaluate the nature and financial effgfctise business combination. SFAS 141R appliespaats/ely to business combinations for
which the acquisition date is on or after fiscangebeginning after December 15, 2008. The Commaoyrrently evaluating the effect that
the adoption of SFAS 141R will have on our consaiid financial statements.

In December 2007, the FASB issued Statement off€iabAccounting Standards No. 160Ndncontrolling Interests in Consolidated
Financial Statements, an Amendment of ARB N (“SFAS 160"). SFAS 160 establishes accounting eepbrting standards pertaining to
ownership interests in subsidiaries held by padtasr than the parent; the amount of net incorm#atable to the parent and to the
noncontrolling interest; changes in a parent’s awiig interest; and the valuation of any retainedaontrolling equity investment when a
subsidiary is deconsolidated. SFAS 160 also estadsi disclosure requirements that clearly idewtifg distinguish between the interests of
the parent and the interests of the noncontrobhwgers. SFAS 160 is required to be adopted prosedefor the first annual reporting period
after December 15, 2008. The Company is curresthiewing the effect that the adoption of this staat will have on our consolidated
financial statements.

Critical Accounting Policies and Estimates

Our consolidated and combined financial statemamprepared in accordance with generally accegatedunting principles, which
require us to make certain estimates and judgnteatsffect the reported amounts of assets aniitied, the disclosure of contingent assets
and liabilities at the date of the financial stagens, and the reported amounts of revenues ancheapeluring the reporting periods. On an
ongoing basis, we evaluate our estimates, inclutfinge related to the consolidation of variableriast entities, revenue recognition,
impairment of real estate held for developmentsaid, warranty reserve and our environmental ligi#kposure. We base our estimates on
historical experience and on various other assumgtihat we believe to be reasonable under therastances. Actual results may differ
materially from these estimates.

A summary of significant accounting policies isyideed in Note 2 to our audited consolidated finahstatements. The following
section is a summary of certain aspects of thoseusting policies that require our most difficidibjective or complex judgments and
estimates.

Consolidation of Variable Interest Entities

In January 2003, the Financial Accounting Stand&aksrd (“FASB”) issued Interpretation No. 46C6nsolidation of Variable Interest
Entities,” (“FIN 46"). FIN 46 requires the primary beneficiary of a valéaibterest entity to consolidate that entity. Aiahle interest entity
created when (i) the equity investment at riskassufficient to permit the entity from financinig iactivities without additional subordinated
financial support from other parties or (ii) equiitylders either (a) lack direct or indirect abilitymake decisions about the entity, (b) are not
obligated to absorb expected losses of the entifg)alo not have the right to receive expectedted returns of the entity if they occur. The
primary beneficiary of a variable interest entiytlie party that absorbs a majority of the variaftierest entity’s expected losses, receives a
majority of the entity’s expected residual returmsboth, as a result of ownership, contractuatber financial interests in the entity.
Expected losses are the expected negative vatyabilan entity’s net assets exclusive of its vialganterests, and expected residual returns
are the expected positive variability in the faatue of an entity’s assets, exclusive of variabterests. Prior to the issuance of FIN 46, an
enterprise generally consolidated an entity wheretiterprise had a controlling financial interesthie entity through ownership of a majority
voting interest.

In December 2003, the FASB issued a revision of #N"FIN 46-R”), clarifying certain provisions &N 46. We adopted the
provisions of FIN 46-R on February 1, 2003 to tRtest that they related to variable interest eggittreated on or after that date. For variable
interest entities created before January 31, 2003,
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FIN 46-R was deferred to the end of the first iimeor annual period ending after March 15, 2004. Wy adopted FIN 46-R effective
March 31, 2004. Based on the provisions of FIN 4&vR have concluded that whenever we option laridterfrom an entity and pay a
significant nonrefundable deposit, a variable ies¢entity is created under condition (ii) (b) o€ forevious paragraph. This is because we
have been deemed to have provided subordinateacfadasupport, which refers to variable interebts till absorb some or all of an entity’s
expected theoretical losses if they occur. Theegftmr each variable interest entity created, wepmate the expected losses and residual
returns based on the probability of future castvélas outlined in FIN 4& to determine if we are deemed to be the primaneficiary of the
variable interest entity.

The methodology used to evaluate our primary beiefi status requires substantial management judgarel estimation. These
judgments and estimates involve assigning prolisilto various estimated cash flow possibilitiglative to the selling enti's expected
profits and losses and the cash flows associatddoanges in the fair value of the land under remtt Because we do not have any
ownership interests in the entities with which weatcact to buy land (such as LLCs), we may not ttheeability to compel these entities to
provide financial or other data to assist us ingbgformance of the primary beneficiary evaluatibhis lack of direct information from the
contracting entities may result in our evaluati@nlg conducted solely based on the aforementiorethgement judgments and estimates.
Further, where we deem ourselves to be the pritnamgficiary of such an entity created after Decamtie 2003 and that entity refuses to
provide financial statements, we utilize estimatiechniques to perform the consolidation. While agggment believes that our estimation
techniques provide a reasonable basis for detemmihie financial condition of an entity that refsise provide financial statements, the actual
financial condition of the entity could differ frothat reported. In addition, although managemeli¢wes that our accounting policy is
designed to properly assess our primary benefigtatys relative to our involvement with the eaitirom which we acquire land, changes to
the probabilities and the cash flow possibilitised in our evaluation could produce different cosidns regarding our primary beneficiary
status.

Revenue Recognition

We primarily derive our earned revenues from the stresidential property. We recognize residéméaenue and all related costs and
expenses when full payment has been receivedatitiepossession of the property has been conveykdsks and rewards of ownership
transfer to the buyer and other sale and profitgaition criteria are satisfied. Management estasalf future costs to be incurred after the
completion of each sale are included in cost &fssah change in circumstances that causes thaéseatss of future costs to increase or
revenues to decrease could significantly affecipitedit recognized on these sales.

Impairment of Real Estate Held for Development aBdle

Real estate held for development and sale incllaaes land development costs, interest and othestoaction costs and is stated at cost
or, when circumstances or events indicate thatehkestate held for development or sale is imgaméestimated fair value. Circumstance
events we consider important which could triggemapairment review include the following:

» significant negative industry or economic trer

» asignificant underperformance relative to his@rimr projected future operating resu

« asignificant change in the manner in which antasagsed; an

* an accumulation of costs significantly in excesthefamount originally expected to construct art

Real estate is stated at the lower of cost or estichfair value using the methodology describefbiémys. A write-down to estimated
fair value is recorded when we determine that #tebook value exceeds the
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estimated selling prices less cost to sell. Thgatuations are made on a property-by-property b&ghen we determine that the net book
value of an asset may not be recoverable basedthpa@stimated undiscounted cash flow, an impaitweite-down is recorded. The
evaluation of future cash flows and fair valuerafividual properties requires significant judgmantl assumptions, including estimates
regarding expected sales prices, development aiimoignd remaining development costs. Significalivease changes in circumstances
affecting these judgments and assumptions in fygareds could cause a significant impairment gdjest to be recorded. As discussed in
Note 5 in the accompanying financial statementstegerded impairment charges of zero in the fitgrter of 2007, $7.4 million in tt
second quarter of 2007, $61.4 million in the thgedarter of 2007 and zero in the fourth quarterGd72

Warranty Reserve

Warranty reserves for houses sold are establishedvier potential costs for materials and labohwégard to warranty-type claims
expected to arise during the one-year warrantyopgsiovided by us or within the five-year statugormandated structural warranty period.
Since we generally subcontract our home buildingkywsubcontractors are required to provide us aithindemnity and a certificate of
insurance prior to receiving payments for their kva@@laims relating to workmanship and materialsgaperally the primary responsibility of
the subcontractors and product manufacturers. Treanty reserve is established at the time of mtpsand is calculated based upon histo
warranty cost experience and current businessriad¥@riables used in the calculation of the reseag well as the adequacy of the reserve
based on the number of homes still under warramtyreviewed on a periodic basis. Although managéemnsiders the warranty reserve to
be adequate, there can be no assurance thatghiveeawill prove to be adequate over time to céasses due to increased costs for material
and labor, the inability or refusal of manufactsrer subcontractors to financially participate amrective action, unanticipated adverse legal
settlements, or other unanticipated changes taghemptions used to estimate the warranty reserve.

Environmental Liability Exposure

Development and sale of real property creates enpiat for environmental liability on our part aswmer and developer, for our own acts
as well as the acts of prior owners of the suljjeaperty or owners or past owners of adjacent fartfehazardous substances are discovered
on or emanating from any of our properties, we par owners may be held liable for costs and litiés relating to those hazardous
substances. We generally undertake environmentdiest in connection with our property acquisitionben warranted. If we incur
environmental remediation costs in connection pitbperties we previously sold, including clean opts, consulting fees for environmental
studies and investigations, monitoring costs, &gall costs relating to clean up, litigation defesseé the pursuit of responsible third parties,
they are expensed. We capitalize costs relatitgnit under development and undeveloped land a®pdevelopment costs. Costs incurred
for properties to be sold are deferred and chatgedst of sales when the properties are sold. I8topreviously undetected, substantial
environmental hazard be found on our propertigmificant liquidity could be consumed by the remgtclean up requirements and a material
expense may be recorded. Further, governmentalataguon environmental matters affecting residardevelopment could impose
substantial additional expense on us, which codieesely affect our results of operations or thiee®f properties owned under contract, or
purchased by us. For additional information regagdisks associated with environmental hazardseaw@tonmental regulation, see
“Business — Risk Factors — We are Subject to Ceffaivironmental Laws and the Cost of Compliancel@€duversely Affect our
Business.”

Results of Operations
Year ended December 31, 2007 compared to year eBadegmber 31, 2006
Orders, backlog and cancellations

Gross new order revenue for the year ended Dece®ih@007 decreased $50.0 million, or 20.2%, to7$ enillion on 827 homes as
compared to $247.9 million on 965 homes for the pealed December 31,
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2006. Net new orders for the year ended Decemhe2®X/ decreased $82.9 million, or 42.6%, to $1iilBon on 613 homes as compared
to $194.7 million on 794 homes for the year endedddnber 31, 2006. The 181 unit decrease in neonéers was primarily attributable to
increased cancellations of 214 units for the twehanths ended December 31, 2007 as compared toriifor the twelve months ended
December 31, 2006, and decreases in sales at bpsdeproject which was substantially pre-sold @2 and 2006. In addition, the
Company'’s 2006 acquisitions of Parker Chandler Home., and Capitol Homes Inc., in the Georgia Bpdh Carolina markets, contributed
approximately 122 and 91 new order units, respelstin 2006. Our customers experienced increasiffigulty in 2007 obtaining mortgage
financing, a factor which also contributed to reeldloew orders and increased cancellations.

The average gross new order revenue per unit éoyélar ended December 31, 2007 decreased by $1t8,8239,000 as compared to
$257,000 for the year ended December 31, 2006d&beease in average sales price per new orderisugdble to lower priced product
offerings in our North Carolina and Georgia mark@tsreased sales of lower priced condominiumgatisted bulk sales of condominium
conversion units at Bellemeade, and price decregasasghout our markets in response to slower denaarcompared to 2006. This decrease
was offset by higher per unit new orders at the gamy’s Eclipse on Center Park at Potomac Yard pt@je a result of more sales in the East
Tower. Our backlog at December 31, 2007 decreat#8.% million, or 83.8%, to $22.8 million on 70 hesnas compared to our backlog at
December 31, 2006 of $141.3 million on 345 homé decrease in backlog is primarily the result@8 geliveries valued at $86.8 million
the Eclipse during the twelve months ended Decer@beP007.

Our average cancellation rate for the year endemtidber 31, 2007 was approximately 25.9% on 827sgrew orders compared to
cancellation rate of 17.7% on 965 gross new orfiterthe comparable period in 2006. Cancellationeewaost prevalent in the greater
Washington, DC market where we experienced 162atktions on 559 gross new orders or 29.0%. ARbipse project we experienced :
cancellations on 72 new orders although most ot#meellations were related to contracts enteredgrior to 2007. In the Raleigh market
our cancellation rate was 18.4%, or 28 cancellatimm 152 gross new orders, and in the Atlanta nankecancellation rate was 20.7%, or 24
cancellations on 116 gross new orders. We beliegaethe high rate of cancellations in our Atlamd &aleigh markets was due in part to the
first-time buyer orientation of our products as heal a slowing of the resale market for our movesupers.

Revenues

The number of homes delivered for the year endezkidber 31, 2007 decreased by 3.1%, or 28 hom&86tas compared to 914
homes for the year ended December 31, 2006. Aveesgaue per home delivered was unchanged at 32680 the year ended
December 31, 2007 as compared to $263,000 forahegnded December 31, 2006. The decrease insetisd was the result of higher
cancellations and reduced new orders which wesebly 203 settlements at the Eclipse valued aB38@lion and the bulk sale of our
Bellemeade condominium conversion project.

Homebuilding revenues decreased by $7.3 millior8.0%, to $232.8 million for the year ended Decenfie 2007 as compared to
$240.1 million for the year ended December 31, 200 decrease in homebuilding revenue is primatiigbutable to weaker market
conditions, reduced availability or mortgage finiaigan the second half of the year and reducedrgiof our homes in an effort to sell
speculative inventory.

Other Revenues

Other revenue for the year ended December 31, 2@dFased by $27.6 million, or 475.9% to $33.4 ionil] as compared to $5.8 milli
for the year ended December 31, 2006. Other revimube year ended December 31, 2007 and 2006desllot sales made to third parties,
revenue associated with the Company’s Settlemelst Services division, management fees receivad tmmstock Asset Management

44



Inc. (as discussed in Note 12 to the consolidateghtial statements), and revenue received fronarketing services alliance. The increas
attributable to increased lot sales and bulk ptgates during 2007 as compared to 2006. The Coyngamsiders a sale to be from
homebuilding when there is a structure built onlthievhen it is sold. Sales of lots occur, andiaoduded in other revenues, when the
Company sells raw or finished home sites in advarfi@my substantial home construction. Projectsrevio¢her revenue was generated
include: Massey Preserve finished lot sales ($7lBom), Blake Culpepper raw lot sales ($3.6 miilip East Capital Street raw lot sales ($6.0
million) and the Potomac Yard Retail complex s&&4(5 million).

Cost of sales and cost of sales other

Cost of sales for the year ended December 31, @66iased $0.3 million, or 0.1%, to $211.1 million90.7% of homebuilding
revenue, as compared to $211.4 million, or 88.1%wénue, for the year ended December 31, 20062Fhpercentage point increase in cost
of sales as a percentage of homebuilding revenubtéoyear ended December 31, 2007 is attributabdeveral factors. Due to weakening
market conditions, we have extended the sales ofceteany of our projects, which has in turn inceshdirect costs per unit by increasing the
amount of real estate tax, interest and overhepitiatiaed to the project. In many cases, sincealieve our capitalized costs pro-rata to the
individual lots, fewer remaining lots must absdib increased costs. As a result, per unit costgpgn addition, we have experienced pricing
concessions and increases in seller closing caodtilbations. This percentage point increase in obstles was partially offset by the
classification of a portion of the cost of salesmagairments and write-offs during the first thigaearters of 2007. Cost of sales other for the
year ended December 31, 2007 increased by $29li0mibr 557.7% to $34.2 million, as compared to28%illion for the year ende
December 31, 2006. Cost of sales other for the geded December 2007 and 2006 includes expensasaiss with lot and bulk project
sales made to third parties and expenses assowiatethe management of the Company’s Settlemette Biervices division. Cost of sales
other as a percentage of other revenue was 10hd%@&7% for the year ended December 31, 2007 @86 Zspectively. The 12.0
percentage point increase in cost of sales othampascentage of other revenue is due to the Coymglling lots at book value to exit
underperforming projects as compared to salestefdw a gain in 2006. This percentage point ineeda cost of sales other was partially
offset by the classification of a portion of thestof sales other as impairments and write-offsnduthe first three quarters of 2007.

Impairments and write-offs

As discussed in Note 5 in the accompanying notése@onsolidated financial statements, the Compfanyhe year ended
December 31, 2007 and 2006, recorded impairmemgebaf $68.8 and $51.2 million, respectively. far year ended December 31, 2007
the Company wrote-off $9.5 million related to defmen forfeited option contacts, value assignefbteited option contracts and related
feasibility costs as compared to $6.2 million foe year ended December 31 2006. Based on manadem&sgssment of current market
conditions and estimates for the future, the Commatieves there are no additional impairments areted at this time. However, if market
conditions continue to deteriorate or actual castshigher than budgeted, the Company would bedrestjto re-evaluate the recoverability of
its real estate held for development and sale amgintur additional impairment charges. Total innpeents and write-offs were taken in all
of our geographic regions, with approximately $3%i0ion, $10.2 million and $33.1 million in the \Whington metro area, North Carolina
and Georgia, respectively. The majority of the Camys impairments, $61.4 million, were recorde@aptember 30, 2007 based on the
continuing need for price concession the weakeafricing power and increasing inventory costsltisg from the capitalization of
interest, overheads and real estate taxes.

At December 31, 2007, the Company had approxim&@!g million related to non-refundable option deif®to purchase real estate.
The Company is in the process of re-negotiatingeibsaining option contracts for both price conaassiand deferral of scheduled lot
purchases. The Company could incur additional vaitens in the event the Company is not successfudniegotiating terms of existing
option contracts and chooses to cancel its optichret close on the underlying land.
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Selling, general and administrative expenses

Selling, general and administrative costs for tharyended December 31, 2007 decreased $2.8 noli@gr5% to $34.7 million, as
compared to $37.5 million for the year ended Decan®i, 2006. Selling, general and administratiygeeses represented 13.0% of total
revenue for the year ended December 31, 2007, rapared to 15.3% for the year ended December 31.200

This decrease in selling, general and adminiseatosts was principally the result of staffing retibns and related compensation costs
of $4.4 million. Selling expenses represented $idilkon of total selling, general and administagticosts for the year ended December 31,
2007 as compared to $12.7 million for the year dridecember 31, 2006. Reductions in recurring gémaeadministrative costs were offset
by the recognition of a one-time charge of $3.9ianInon-cash stock compensation in December 288ulting from the acceleration of
certain unvested stock grants. General and admatiist expenses also included other non-cash changkiding depreciation and
amortization of $0.9 million.

Operating loss

Operating loss for the year ended December 31, R@0@ased $26.4 million to $(92.1) million as cargd to $(65.7) million for the
year ended December 31, 2006. Operating margithéoyear ended December 31, 2007 was (34.6)% ceapar(26.7)% for the year end
December 31, 2006. The increase in operating fopsamarily attributable to $78.3 million of nonstaimpairments and write-offs for the
year ended December 31, 2007 as compared to $5lfighrfor the year ended December 31, 2006. Netgfairments and wri-offs,
operating loss for the year ended December 31, 2@67$(13.8) million which represents a decreasgbdd million as compared to a $(8.3)
million operating loss net of impairments and wfés for the year ended December 31, 2006. Opwgatiargin was negatively impacted by
an increase in impairments and write-offs as agrgage of revenue and loss on other revenue d)$ttlllion for the year ended
December 31, 2007 as compared to profit on othesmee of $0.5 million for the year ended Decemter2®06.

Other (income) expense, net

Other (income) expense, net increased by $0.4amitth income of $1.9 million for the year ended &maber 31, 2007 as compared to
income of $1.5 million for the year ended Decener2006. The increase in other income is attrifiletto the forfeiture of $1.0 million of
buyer earnest money deposits at the Eclipse prpjengrily offset by the loss on disposal of as#t$0.4 million.

Loss before minority interest

Loss before minority interest decreased by $2610amj or 40.5%, to $(90.2) million for the yeardad December 31, 2007 as comp.
to $(64.2) million for the year ended DecemberZI06. The decrease is consistent with the decieageerating income detailed above.

Minority interest

Minority interest income of $137,000 for the yeaded December 31, 2007 as compared to expensé @fdRifor the year ended
December 31, 2006 is primarily due to impairmeertorded at the Company’s Barrington Park and Corhdttorth Carolina subsidiaries in
which there are 1% and 2.3% minority partners, @etyely.

Income taxes

Income tax benefit for the year ended DecembeRBQ7 was $2.6 million compared to $24.5 million floe year ended December 31,
2006. Our combined effective tax rate includingrbatirrent and deferred
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provisions for the year ended December 31, 20072:28% as compared to 38.1% for the year ended Diesee®1, 2006. The decrease is
primarily a result of our establishment of a full%2 million valuation allowance against our nefiedeed tax assets based on the uncertainty
regarding the future realization through futureatale income or carryback opportunities. If in thaufe the Company believes that it is more
likely than not that these deferred tax benefits lva realized, the valuation allowance will be eesed.

Year ended December 31, 2006 compared to year ebDéegmber 31, 2005
Orders, backlog and cancellations

Gross new order revenue for the year ended Dece®lh@006 decreased $20.3 million, or 7.6%, to $24Tillion on 965 homes as
compared to $268.2 million on 740 homes for the wealed December 31, 2005. Net new order revemuibdoyear ended December 31,
2006 decreased $35.5 million, or 15.4%, to $194lifom on 794 homes as compared to $230.3 milliar681 homes for the year ended
December 31, 2005. The 163 unit increase in netoreler was primarily attributable to increased amahium and bulk condominium
conversion sales at Carter Lake which were offgetdrreases in sales at our Eclipse project whih substantially pre-sold in 2005. The
Company'’s 2006 acquisitions of Parker Chandler Home., and Capitol Homes Inc., in the Georgia BMpdh Carolina markets, contributed
approximately 122 and 91 new order units, respelstiv

The average gross new order revenue per unit éoyeélar ended December 31, 2006 decreased by $006,8257,000 as compared to
$362,000 for the year ended December 31, 2005d&beease in average sales price per new orderisugdble to lower priced product
offerings in our North Carolina and Georgia markbtgher sales of lower priced condominiums, disited bulk sales of condominium
conversion units and general price decreases thouign response to slower demand throughout ouketaas compared to 2005. Our
backlog at December 31, 2006 decreased $49.1 milin25.8%, to $141.3 million on 345 homes as cameg to our backlog at
December 31, 2005 of $190.4 million on 475 homdsh® Company’s December 31, 2006 backlog, appratéig $116.5 million is derived
from 258 orders at the Company’s Eclipse on Capéek at Potomac Yard project, of which $46.1 millan 134 units settled in the fourth
quarter of 2006.

Our average cancellation rate for the year endemtidber 31, 2006 was approximately 17.7% on 965sgrew orders compared to
cancellation rate of 14.7% on 740 gross new orfiterthe comparable period in 2005. Cancellationeewaost prevalent in the greater
Washington, DC market where we experienced 122atktions on 625 gross new orders or 19.5%. ARbipse project we experienced 35
cancellations on 46 new orders although most ot#émeellations we related to contracts enteredimf904. In the Raleigh market our
cancellation rate was 3.4% on 6 cancellations a6 gross new orders and in the Atlanta marketauncellation rate was 26.1% on 43
cancellations out of 165 gross new orders. We belikat the high rate of cancellations in our Atidamarket was due in part to the first-time
buyer orientation of our products as well as a sigvof the resale market for our move-up buyers.

Revenues

The number of homes delivered in the year ende@iber 31, 2006 increased by 51.6%, or 311 homé&d,4drom 603 homes in the
year ended December 31, 2005. Average revenueopee delivered decreased by approximately $96,0Q® 1% to $263,000 for the ye
ended December 31, 2006 as compared to $359,000efgear ended December 31, 2005. In December, 208&€ompany delivered an
additional 30 bulk sale units at its Countrysidasg@minium project to a related party purchaser isteformer officer of the Company for
$4.2 million and subsequently entered into a mamgedind sales agreement with the buyer to sellittis on his behalf. Because the Comg
will participate in the profits of the sales, ther@pany is deemed to have an on-going involvemethiarsuch the revenue from the sale of
these units was deferred and will be recognizedgaluith the revenue generated from the marketimgeagent at the time the units are
delivered to subsequent purchasers.
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Homebuilding revenues increased by $23.8 milliorl. h0%, to $240.1 million for the year ended DebenB1, 2006 as compared to
$216.3 million for the year ended December 31, 200 total number of homes delivered and total dédmiding revenue for the year ended
December 31, 2006 includes 259 homes and $40.@mifl revenue related to the bulk sale of the Camyfs Carter Lake condominium
conversion project. The Company delivered thisgmbin its entirety to a rental operator during Bimber 2006.

Excluding the sale of Carter Lake, the increasénnumber of units delivered is attributable t® tompany’s Eclipse project which
delivered 134 units, and the Company’s expansidha@rNorth Carolina and Atlanta markets as a rasfthe acquisition of Capitol Homes
Inc. and Parker Chandler Homes Inc. During the gealed December 31, 2006 we delivered 132 homRal#igh and 107 homes in Atlanta
as compared to 33 homes in Raleigh and zero ham&tainta for the year ended December 31, 2005.dHweease in revenues and average
revenue per home is attributable to lower pricextipct offerings in our North Carolina and Georgiarkets, higher sales of lower priced
condominiums and condominium conversion units asriegal decreases in the prices of homes as comua2ed5.

Other revenues

Other revenue for the year ended December 31, @86@&ased by $2.2 million, or 27.5% to $5.8 milliaa compared to $8.0 million
for the year ended December 31, 2005. Other reviemube year ended December 31, 2006 and 2006desllot sales made to third parties,
revenue associated with the Company’s Settlemelat Services division, management fees receivad tmmstock Asset Management Inc.
(as discussed in Note 12 to the consolidated fiahstatements), and revenue received from a matkeervices alliance. The decrease is
attributable to lower overall lot sales during 2@&compared to 2005. The Company considers acshiefrom homebuilding when there i
structure built on the lot when it is sold. Salésots occur, and are included in other revenudsemthe Company sells raw or finished home
sites in advance of any substantial home constnucti

Cost of sales and cost of sales other

Cost of sales for the year ended December 31, R@déased $58.5 million, or 38.3%, to $211.4 millior 88.1% of homebuilding
revenue, as compared to $152.9 million, or 70.7%ewénue, for the year ended December 31, 20051 THepercentage point increase in
cost of sales as a percentage of homebuilding tevéor the year ended December 31, 2006 is athfideto several factors. Due to
weakening market conditions, we have extendedates €ycle of many of our projects, which in tuaslincreased direct costs per unit by
increasing the amount of real estate tax, intemedtoverhead capitalized to the project. In marsgsasince we relive our capitalized costs
pro-rata to the individual lots, fewer remainingslonust absorb increased costs. In addition, we kaperienced pricing concessions and
increases in material and labor costs throughoutr@rkets. Due to the factors stated above, thegaomexpects costs of sales as a
percentage of revenue to continue to face additigmaard pressure until general market conditiongrove, costs of materials moderate and
new inventory is acquired. Cost of sales othetlieryear ended December 31, 2006 increased byndillién, or 44.4% to $5.2 million, as
compared to $3.6 million for the year ended Decemlfie 2005. Cost of sales other for the year emstember 2006 and 2005 includes
expenses associated with lot sales made to thitépand expenses associated with the managerie Gompany’s Settlement
Title Services division. Cost of sales other ag@@ntage of other revenue was 90.7% and 44.8%dorear ended December 31, 2006 and
2005 respectively. The 45.9 percentage point irseré@acost of sales other as a percentage of mkienue is due to the Company selling lots
at book value to exit underperforming projects @mpared to sales of lots for a gain in 2005.

Impairments and write-offs

As discussed in Note 5 in the accompanying notése@onsolidated financial statements, the Compfanyhe year ended
December 31, 2006 and 2005, recorded impairmemgebhaf $51.2 and $1.2 million, respectively. Far year ended December 31, 2006 the
Company wrote-off $6.2 million related to deposits
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forfeited option contacts, value assigned to feefibioption contracts and related feasibility coBtssed on management’s assessment of
current market conditions and estimates for therytthe Company believes there are no additionphirments warranted at this time.
However, if market conditions continue to deterierar actual costs are higher than budgeted, tmep@oy would be required to re-evaluate
the recoverability of its real estate held for depeent and sale and may incur additional impairtnecbarges. Total impairments and write-
offs were taken in all of our geographic regionghvapproximately $26.8 million, $7.5 million an@%1 million in the Washington metro
area, North and South Carolina and Georgia, respdctThe bulk of the Company’s impairments, $3tlion, were recorded at
December 31, 2006 based on the continuing neegtifme concession the weakening of pricing poweriantkasing inventory costs resulting
from the capitalization of interest, overheads aal estate taxes.

At December 31, 2006, the Company had approxim&®Ig million related to non-refundable option deifoto purchase real estate. In
addition, the Company has approximately $7.9 nmillielated to feasibility costs incurred on projagtsler option agreements or under
feasibility study periods. The Company is in theqass of re-negotiating its remaining option castrdior both price concessions and deferral
of scheduled lot purchases. The Company could iadditional write downs in the event the Companyassuccessful in renegotiating terms
of existing option contracts and choose to cansaption and not close on the underlying land.

Selling, general and administrative expenses

Selling, general and administrative costs for tharyended December 31, 2006, increased $13.3 mdli®5.0% to $37.5 million, as
compared to $24.2 million for the year ended Decam®i, 2005. Selling, general and administratiygeeses represented 15.3% of total
revenue for the year ended December 31, 2006,rapared to 10.8% for the year ended December 35.200

This increase was the result of additional staffing related compensation costs of $5.2 milliooreased media and other marketing
related costs of $2.5 million, office and modeltren$1.2 million, feasibility and consulting fee$2.4 million, and legal fees of $
0.4 million, and general administrative expensetutiing depreciation and amortization of $1.6 raiili

In addition, our acquisition during the year oftb&arker Chandler Homes and Capitol Homes increagesdelling, general and
administrative expenses by $4.7 million and $1.Rioni, respectively.

Operating (loss) income

Operating (loss) income for the year ended Decer@dbeP006 decreased $108.1 million to $(65.7) oillas compared to $42.4 million
for the year ended December 31, 2005. Operatingim#ar the year ended December 31, 2006 was (26co¥hpared to 18.9% for the year
ended December 31, 2005. The decrease in operaéingjn is primarily attributable to $57.4 millioi isnpairments and write-offs for the
year ended December 31, 2006 as compared to $lli@nfor the year ended December 31, 2005. Netnplairments and wri-offs,
operating loss for the year ended December 31, 2@3635(8.3) million which represents a decreasks6f7 million as compared to the year
ended December 31, 2005. The additional decreasetloy impairments and write-offs is attributalmdigher costs of sales as a percentage
of revenue and increased selling, general and asimative expenses as a percentage of total revenue

Other (income) expense, net

Other (income) expense, net increased by $37,066ttother income of $1.5 million for the year eshd®ecember 31, 2006 as compe
to net other income of $1.5 million for the yeaded December 31, 2005.

(Loss) income before minority interest

(Loss) income before minority interest decrease®188.1 million, or 246.4%, to $(64.2) million ftre year ended December 31, 2006
as compared to $43.9 million for the year endedebdser 31, 2005. The decrease is consistent witbebeease in operating income detailed
above.
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Minority interest

Minority interest expense decreased by $15,0005%0P0 for the year ended December 31, 2006 asammpo $30,000 for the year
ended December 31, 2005. This decrease is the fisirtiee result of a slower pace of deliveriesteg Company’s Comstock North Carolina
subsidiary in which there is a small minority partmvho retained its interest at the initial puldféering when all other minority interests we
purchased by Comstock Homebuilding Companies, Inc.

Income taxes

Income tax (benefit) expense for the year endeceéer 31, 2006 was $(24.5) million compared to $h6llion for the year ended
December 31, 2005. Our combined effective taxiratieiding both current and deferred provisionstfa year ended December 31, 2006 was
38.1% as compared to 37.3% for the year ended Deee8i, 2005.

Liquidity and Capital Resources

We require capital to operate, to post depositesewm deals, to purchase and develop land, to carntigtaimes, to fund related carrying
costs and overhead and to fund various advertaigmarketing programs to facilitate sales. Thepemditures include engineering,
entitlement, architecture, site preparation, roagger and sewer lines, impact fees and earthvesrkyell as the construction costs of the
homes and amenities. Our sources of capital inclade will continue to include, funds derived frearious secured and unsecured
borrowings, operations which include the sale ofstaucted homes and finished and raw building ksl the sale of equity and debt
securities. Our currently owned and controlled imteey of home sites will require substantial capitadevelop and construct.

In production home building, it is common for bwtd such as us to employ revolving credit facitiehereby the maximum funding
available under the facility exceeds the maximurnstamding balance allowed at any given time. Téi®lving debt will typically provide for
funding of an amount up to a pre- determined paaggnof the cost of each asset funded. The balzrtbe funding for that asset is provided
for by us as equity. The efficiency of revolvingatién production home building allows us to openatth less overall debt capital availability
than would be required if we built each projecthwiing-term amortizing debt. At December 31, 200& had approximately $171.2 million
of outstanding indebtedness and $6.8 million okafricted cash.

In the second half of 2007 the banking and creditkets experienced severe disruption as a resaltoflapse in the sub-prime and
securitized debt markets. As a result, commeraakb and other unregulated lenders have experienkigdidity crunch which has made
funding for real estate lending more constraindds Tightening of the credit markets presents sutiil risk to our ability to secure financi
for our operations, construction and land develapreéorts. In addition, this disruption is affewi our customers’ ability to secure mortgage
financing for the purchase of our homes. This ltidn on available credit could have a disruptiffeat on our sales and revenue in 2008
which would further undermine our ability to gerteranough cash to meet our obligations.

Our overall borrowing capacity may, from time tmé, be constrained by loan covenants which regoéemum loan-to-value ratios,
minimum ratios of interest to EBITDA, minimum tabtg net worth, and maximum ratios of total lialx to total equity. Our non-
compliance with certain of these covenants hawethi® period ending December 31, 2007, been waivede form or another. There is no
assurance that either we will return to compliaincghe future or that our banks will continue t@yide us waivers of our covenants. In the
event our banks discontinue funding, acceleraterthirities of their facilities or refuse to rendwve facilities at maturity we could experier
an unrecoverable liquidity crisis in the future. Mglwe can make no assurances to this effect, wemtly believe that internally generated
cash advances available under our credit facilitiefsinds of income taxes paid in prior years naficing of existing underleveraged projects
and access to public debt and equity markets wolide us with access to sufficient capital to maatexisting and expected capital needs in
2008.
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Both the Company and its subsidiaries have seagbtwhich either matures or has curtailment okibga during 2008 and beyond. In
our industry it is customary for lenders to renewl axtend project facilities until the project @naplete provided the loans are kept current.
Since we are the guarantor of our subsidiariest,daty significant failure to negotiate renewald axtensions to this debt would severely
compromise our liquidity and could jeopardize obitity to satisfy our capital requirements. Oureatly reported and cured loan covenant
violations, may at some point negatively impact abitity to renew and extend our debt.

Credit Facilities

A majority of our debt is variable rate, based dBQR or the prime rate plus a specified numberasi$ points, typically ranging from
220 to 600 basis points over the LIBOR rate anthf@b to 220 basis points over the prime rate. Assalt, we are exposed to market risk in
the area of interest rate changes. At Decembe2(®1/, the one-month LIBOR and prime rates of irtewere 4.60% and 7.25%,
respectively, and the interest rates in effect uode existing secured revolving acquisition, depehent and construction credit facilities
ranged from 6.75% to 10.6%. During the first quaatie2008 these rates have been significantly reduEor information regarding risks
associated with our level of debt and changestarast rates, see “Business-Risk Factors” and “@atime and Qualitative Disclosures
About Market Risk.”

In the past we have generally financed our devetyrand construction activities on a project basithat, for each project we develop
and build, we have a separate credit facility. Adawgly, we have numerous credit facilities and euous lenders.

On May 26, 2006 we entered into $40.0 million SeduRevolving Borrowing Base Credit Facility with @evia Bank for the
financing of entitled land, land under developmentstruction and letters of credit. All lettersooédit issued will also be secured by
collateral in the facility. Funding availability be limited to compliance with a borrowing baseldacility covenants. As of December 31,
2007, $27.4 million was outstanding with this fagilIn February 2007 we entered into a Forbearskgreement with the lender which
reduced the covenants and eliminated the abilith@lender to claim an event of default as a tefulon-compliance with the financial
covenants of the original loan. The Forbearancee@dgient runs until March 31, 2008.

On May 4, 2006 we closed on a $30.0 million JuSiobordinated Note Offering. The term of the nots terty years and it could be
retired after five years with no penalty. The nates fixed at 9.72% the first five years and LIBORs420 basis points the remaining twenty-
five years. In March 2007 we retired the Junior @dimated Note with no penalty and entered intew &0-year, $30.0 million Senior
Unsecured Note Offering with the same lender astme interest rate. In connection with the nevesidhe lender loosened the financial
covenants through September 30, 2007 and permgmaadified the underlying definitions used to cdéte the covenants. The lender was
also granted the right to require a $2.0 milliomgipal reduction after September 30, 2007. Duthegthird quarter of 2007, the lender’s
rights were assumed by the originator’s creditoMg® have received waivers from the note holdeeslitor(s) regarding any defaults that
may result from covenant compliance calculatiomglie year ending December 31, 2007. In Decemb@T 2@ entered into a letter of intent
whereby we received an option to retire either @28illion by making an $8.0 million cash paymentMarch 2008 and granting the
noteholder a warrant to purchase one million shafesir Class A common stock at $0.70 per sharetoe $30.0 million by making a $15.0
million cash payment in March 2008. This option @snalized by an agreement in January 2008 whiak amended in March 2008 to lir
our option to making a $6.0 million cash paymengxchange for a $15.0 million reduction in the targling balance of the notes. We
executed on this option in March 2008 (see Subsedixents).

As of December 31, 2007, we had $2.8 million ounditag to Key Bank in one secured facility. Undes tarms of the original loan
agreement, we were required to maintain certasmnitial covenants. In May 2007 we entered into lmadification agreements which
extended the maturities and waived the interesti@ge ratio through December 31, 2007. In Febr2@®8 KeyBank extended the maturity
of the facility and eliminated all financial covena of the facility. In March 2008 we entered iataew loan with KeyBank that refinanced
this $2.8 million loan and permanently eliminathd financial covenants (see Subsequent Events).
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As of December 31, 2007 we had $10.6 million ouditag to M&T Bank. Under the terms of the loan &gnents, we are required to
maintain certain financial covenants. In March 20@7entered into loan modification agreements lavgethe minimum interest coverage
ratio and the minimum tangible net worth covenafitsof December 31, 2007 we are not in complianitk thie tangible net worth covenant.
On October 25, 2007 the Company entered into loadifination agreements which extended maturities novided for a forbearance
agreement with respect to all financial covenahit® forbearance runs until March 31, 2008.

In December 2005 the Company entered into a $1@illidn secured, limited recourse loan with CoruemnR related to our Eclipse
project. Under the terms of the loan there is gleideed of trust covering two loan tranches. Tietranches have varying interest rates with
Tranche A at LIBOR plus 375 basis points and TrarBHixed at 16.0%. In April 2007 the loan matunitgs extended to January 2008 and
provided a mechanism for reallocation from TranBhHato Tranche A which reduces the interest cosh&éoCompany. In September 2007 the
Company exercised its reallocation right leavingragimately $1.0 million in Tranche B. At Decemisdr, 2007 our outstanding balance
under this loan was $22.3 million. There are naificial covenants associated with this loan. Thas vas paid in full in March 2008 (see
Subsequent Events).

In February 2007 we entered into a $28.0 milliocused, three-year limited recourse loan with Gudygén Capital Partners related to
our Penderbrook project. Under the terms of the the borrower (Comstock Penderbrook, LLC) distielou$11.0 million of the proceeds to
the Company and established a $2.5 million casvést escrow to provide for interest costs in excéshe net operating income being
generated by the temporary rental operations gbrthject. The loan bears an interest rate of LIBE® 500 basis points. Under the terms of
the loan there are two tranches, Tranche A at ttim@gths LIBOR plus 400 basis points and Tranché tBrae months LIBOR plus 600 basis
points. As of December 31, 2007 our outstandingrz under the Tranche A portion of the loan wa3 #iillion and the Tranche B portion
of the loan was $14.0 million. There are no finahcbvenants associated with this loan.

On May 31, 2007 we entered into $4.5 million seduwrolving credit facility with First Charter Bankhe loan matures on June 10,
2008 bearing an interest rate of Prime plus 0.28%@apnum As of December 31, 2007 we had $1.4 mibigtstanding on the loan. There are
no financial covenants associated with this loan.

At September 30, 2007 we had approximately $5.%anibutstanding with Regions Bank under multipdewwred master loan
agreements. The loans carried varying maturit@gisy December 2007 with the majority of the loamsturing in 2008. There are no
financial covenants associated with these loans.lddns have been extended until January 2009.

On June 28, 2007 we entered into various loan rivadién agreements with Bank of America securirggrigmaining $4.6 million
balance of the Company’s $15.0 million unsecuredlker, extending the curtailment schedule of theacured revolver and extending the
maturities of the Company’s Atlanta debt facilitinto 2008 by adding a balancing requirement whésgulted in an approximately $150,000
paydown in December 2007. There are no financiaérants associated with these loans.

At September 30, 2007 we had $1.8 million outstagdin a seller financing loan related to, but maused by, our Beacon Park at
Belmont Bay 8&9 project. The loan matured but remeainpaid. We are in discussions with the lendbn is also the project’s developer,
regarding loan modifications and other projecttezlacontract modifications.

In May 2006 we entered into $6.8 million loan fagiwith Haven Trust Bank in Atlanta related to dbates at Luberon project. The
loan matured in November 2007. Haven Trust wasmilbhg to grant an extension on terms we felt werasonable so this loan is now in
default. We are in the process of negotiating Wi#tven Trust Bank regarding this disputed facilty December 31, 2007 we had $4.8
million outstanding under this disputed facilitya¥en Trust has initiated foreclosure proceedings.ifiénd to protect our equity in the
project.
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From time to time, we employ subordinated and umstcredit facilities to supplement our capitalaerces or a particular project or
group of projects. Our lenders under these craditifies will typically charge interest rates tlaae substantially higher than those charged by
the lenders under our senior and secured crediitifzs: These credit facilities will vary with rpect to terms and costs. As of December 31,
2007, there were no outstanding variable rate wmeddoans. We intend to continue to use thesestgpéacilities on a selected basis to
supplement our capital resources.

Many of our loan facilities contain Material AdverEkffect clauses which, if invoked, could createeaant of default under the loan. In
the event all our loans were deemed to be in diefasuh result of a Material Adverse Effect, ouligbio meet our capital and debt obligations
would be compromised and we would not be able tdicoe operations without bankruptcy protection.

The Company’s senior management continues to wodely with its lenders on both temporary and perema modifications to the
Company’s lending facilities. These modificatiome principally related to financial covenants anatumity dates. During the course of 2008,
the Company will be seeking to standardize or elate financial covenants among the lenders withmvhidias existing covenants. The
Company will also continue to work with its lendéssextend the maturities and associated cashaildits of its facilities. The Company
cannot at this time provide any assurances thdtlibe successfully in these efforts. In the evemltare not successful we may not be able to
continue operations without court imposed protexgio

As illustrated by the following debt maturity sclel we have a significant amount of debt matunmg008. In our industry, it is
customary for secured debt to be renewed untibfepris complete but we have no assurance thattlibe the case with our debts. Our
recently reported and cured loan covenant violatiomy impact our ability to renew and extend abitd

As of December 31, 2007, maturities and/or schedcletailments under our borrowings are as follows:

Year ending December 3

2007 (past due* $ 6,57¢
2008 92,00¢
2009 27,37¢
2010 15,25¢
2011 and thereaftt 30,00(
Total $171,21-

* past due is comprised of Haven Trust Bank ($4.8an)l and an unsecured seller financing at BelnBay ($1.8 million).

We are considering consolidating our credit faeiitwith one or more larger facilities, in which weuld be advanced cash now against
future cash flow of the collateral. This may in@eaur aggregate debt financing costs as a refsuéivo origination fees. We would be the
borrower and primary obligor under these largeilifaor facilities, and we anticipate the indebteds would be secured and based on the
value of the collateral.

Cash Flow

Net cash provided by/(used in) operating activities $116.5 million for the year ended Decembe2807, $(86.4) million for the ye
ended December 31, 2006 and $(131.1) million ferytbar ended December 31, 2005. In 2007, the pyiswurce of cash provided by
operating activities was the sale of real estatetasIn 2006, the primary use of cash operatitigites was attributable to increased
investments in real estate held for developmentsaihel In 2005, the primary use of cash in opegadittivities was attributable to increased
investments in real estate held for developmentsaihel

Net cash provided by/(used in) investing activitiegs $(0.1) million for the year ended December28D7, $(17.9) million for the year
ended December 31, 2006 and $0.7 million for tter yaded December 31,
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2005. In 2007, the primary use of cash in inves#iotivities was the purchase of property, planteqaipment. In 2006, the primary source of
cash used in investing activities was the acquoisstiof Parker Chandler Homes and Capitol Home200%, the primary source of cash
provided from investing activities was the recaptapital distributed from various limited partakips formed prior to our initial public
offering which were liquidated after we became publ

Net cash provided by/(used in) financing activitiesss $(130.8) million for the year ended Decemtigr2®07, $83.3 million for the ye
ended December 31, 2006 and $105.0 million foytker ended December 31, 2005. The primary sourcastf used in financing activities
for the year ended December 31, 2007 was the rieduat notes and other indebtedness. The primanycgoof cash provided by financing
activities for the period ended December 31, 2086vproceeds from additional borrowings under oedit facilities. The primary source of
cash provided by financing activities for the pdrended December 31, 2005 was the proceeds fraequity offering in May 2006
attributable to our follow-on stock offering andirased borrowings from our credit facilities.

Recent Acquisitions

In May 2006, we completed the acquisition of Cdgitomes, Inc., in the Raleigh, North Carolina arBae acquisition price was
approximately $7.5 million plus the assumption pp@ximately $20.6 million in liabilities. The rdssiof Capitol Homes, Inc. are included in
the accompanying financial statements from theopeay 5, 2006 to December 31, 2007. The acquisatded approximately 1,350 lots in
13 communities to our inventory of controlled land.

In January 2006, we completed the acquisition ok&aChandler Homes, Inc. in the Atlanta, Georgé&aaThe acquisition price was
approximately $10.4 million plus the assumptiorapproximately $63.8 million in debt. The resultsdRafrker Chandler Homes, Inc. are
included in the accompanying financial statemersfthe period January 19, 2006 to December 317.20®e acquisition added over 1,500
lots to our inventory of controlled land.

Subsequent Events

In January 2008 we entered into an agreement wighhRdWia Bank whereby Wachovia agreed to resetdah®ling base aging dates of
certain projects in our borrowing base and we afjtegemporarily limit our borrowings under the tmwing base to $30 million dollars. This
agreement expires March 31, 2008.

In February 2008 we filed for an approx. $11.2 imillfederal tax refund and an approx. $1.8 milktaite tax refund. In connection with
these refunds we entered into a $4.0 million sterz loan with Stonehenge LC, an entity wholly oditxy Christopher Clemente, our
Chairman and CEO. Greg Benson, our Regional Pretsadel a member of our board of directors and T&atyar, Mr. Clemente’s wife
participated in the loan as a non-members. The\wmsecured by an interest in our tax refund aasl payable upon receipt of the refund. In
March 2008 we received both tax refunds and padtionehenge loan in full.

In February 2007 we received a ruling from a pafarbitrators ordering payment of approximatelyO3illion with respect to an
allegation of a loan brokerage fee being owed facgment of a $147.0 million project loan for thdise at Potomac Yard project and a
$67.0 million project loan at Penderbrook. In Fetop2007 our appeal was denied and the judgmenteleased from escrow in February
2008.

In February 2008 we entered into a loan modificatiod extension agreement with KeyBank relateditdStation View project loan.
Under the terms of the modification the maturitysvextended to May 2008 and the financial covenarte permanently waived. In March
2008 the loan was paid in full.

In February 2008 we entered into a loan modificatiod extension agreement with Corus Bank relatedit Eclipse project
construction loan. Under the terms of the loan riication the maturity of the loan was
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extended to July 2008 and the release rates fafpagre lowered. The Company agreed to establisbsarows with excess settlement
proceeds to cover unfunded project costs includiiterest and real estate taxes. In March 2008d#ue Was paid in full.

In March 2008 we entered into a new $40.0 millioan with KeyBank National Association. The loanyided funding to refinance the
Corus loan at Potomac Yard and the KeyBank lo&@tation View. Excess proceeds from the loan weegl 63 finance the restructure of the
Company’s senior unsecured notes, pay fees ang ebdte new loan, and provide the Company withkivgy capital. The loan has a three
year term and bears interest at a rate of LIBOR g0 basis points. The new loan has no finanokmants other than minimum perior
curtailments from settlement proceeds commencingcMal, 2009.

In January 2008 we entered into an agreement ttmoteholder of our $30.0 million senior securetéa by which we were granted
the option to either retire $23.0 million of thetedy paying $8.0 million in cash to the noteholeekMarch 2008 and issue a warrant to
purchase one million shares of our Class A comnbocksat $0.70 or to reduce the note by $30.0 mniliy paying noteholder $15.0 million
cash in March 2008. In March 2008 we amended theeagent to limit our option to making a $6.0 miflipayment to the Noteholder,
entering into a $9.0 million amended and restatelénture with the Noteholder and issuing the Ndtirca warrant to purchase 1.5 million
shares of our Class A Common Stock at $0.70 peeshaexchange the Noteholder would grant the Gomwia $15.0 million discount to the
outstanding balance. The Company executed on fiisrojm March 2008. Under the terms of the amenraledirestated five year note the
Company is subject to a $35.0 minimum tangiblewmth, a 0.5 to 1.0 interest coverage ratio andad1.0 maximum leverage ratio.

Contractual Obligations and Commercial Commitments

In addition to the above financing arrangementshase commitments under certain contractual arraegés to make future payments
for goods and services. These commitments secearitibre rights to various assets and serviceg tasled in the normal course of operati
For example, we are contractually committed to madaain minimum lease payments for the use ofgmypunder operating lease
agreements. In accordance with current accountites rthe future rights and obligations pertairtimguch firm commitments are not
reflected as assets or liabilities on the constdiddalance sheet. The following table summarizesontractual and other obligations at
December 31, 2007, and the effect such obligatoe®xpected to have on liquidity and cash flofutare periods:

Payments due by period

Less than More than
3-
Total 1 Year 1-3 Years 5 Years 5 Years
(In thousands)

Notes payable(1 $171,21: $98,58. $ 42,631 $ — $30,00(
Operating lease $ 326( $108 $ 1,741 $43¢ $ —
Capital lease $ 151 $ 86 $ 65 $— $ —
Total $174,62' $ 7,74z $136,44« $ 43¢ $30,00(

(1) Notes payable includes estimated interest payniessd on interest rates in effect at December®17..
Notes payable have an undefined repayment dueaddtare typically due and payable as homes atedett

We are not an obligor under, or guarantor of, awlebtedness of any party other than for obligatemtsred into by the subsidiaries of
one of the now-consolidated primary holding compani

We have no off-balance sheet arrangements excefitdmperating leases described above.
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As discussed in Note 3 in the accompanying conatiifinancial statements as of December 31, 26@7Company has posted
aggregate non-refundable deposits of $0.2 milliei$d9.0 million worth of land purchase 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 through May as well ag®épr and October. Orders in other months typicak lower. In addition, the markets
in which we operate are four-season markets tharéence significant periods of rain and snow. @uiesion cycles and efforts are often
adversely affected by severe weather.

Inflation

Inflation can have a significant impact on our Inesis performance and the home building industgeireral. Rising costs of land,
transportation costs, utility costs, materialsplatoverhead, administrative costs and interessrat floating credit facilities can adversely
affect our business performance. In addition, gsiosts of certain items, such as lumber, can adieaffect the expected profitability of our
backlog. Generally, we have been able to recovgirameases in costs through increased sellinggriclowever, there is no assurance we
will be able to increase selling prices in the fatto cover the effects of inflation and other dosteases.

ltem 7A. Quantitative and Qualitative Disclosure about Market Risk

Market risk represents the risk of loss that magant our financial position, results of operationgash flows, due to adverse changes
in financial and commodity market prices and indérates. We are exposed to market risk in the @frédgerest rate changes. A majority of
our debt is variable rate based on LIBOR and priate, and, therefore, affected by changes in mankertest rates. Based on current
operations, as of December 31, 2007, an increagefe in interest rates of 100 basis points owvauable rate debt would have resulted
corresponding increase/decrease in interest agtnalirred by us of approximately $1.4 million ifiscal year, which would be capitalized
and included in cost of sales as homes are detivérg a result, the effect on net income would éfeded until the underlying units settled
and the interest was released to cost of goods Gblanges in the prices of commaodities that aigrafecant component of home constructi
costs, particularly lumber, may result in unexpédhort-term increases in construction costs. Bex#he sales price of our homes is fixed at
the time a buyer enters into a contract to accuineme and we generally contract to sell our hdmeésre construction begins, any increas
costs in excess of those anticipated at the tinemoli sale may result in lower consolidated opggaticome for the homes in our backlog.
attempt to mitigate the market risks of the pricetiiation of commodities by entering into fixedger option contracts with our subcontrac
and material suppliers for a specified period wfetj generally commensurate with the building cy€lese contracts afford us the option to
purchase materials at fixed prices but do not aldigis to any specified level of purchasing.

Item 8. Financial Statements and Supplementary &ia

Reference is made to the financial statementsydhes thereto, and the report thereon, commencimage F-1 of this report, which
financial statements, notes, and report are incatpd herein by reference.

Iltem 9. Changes in and Disagreements with Accotants on Accounting 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 disclosure controls and pracesi(as defined in Rules 13a-15(e) and 15d-15(#ecExchange Act as of December 31,
2007. Based on this evaluation, our Chief Executiiécer, Chief Financial Officer and Chief Accoimg Officer have each concluded that
our disclosure controls and procedures as of Deeeih 2007 are functioning effectively to providasonable assurance that the
information required to be disclosed by us in répéiled under the Securities Exchange Act of 183d) recorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms, and (ii) accumulateda@mmunicated to our management,
including our principal executive and principaldircial officers, or persons performing similar ftioaes, as appropriate to allow timely
decisions regarding required disclosure.

Limitations on the Effectiveness of Controls

We do not expect that our disclosure controls atefnal controls will prevent all error and allddch A control system, no matter how
well conceived and operated, can provide only nealsie, not absolute, assurance that the objeativikge control system are met. Further,
design of a control system must reflect the faat there are resource constraints, and the bewéfitsntrols must be considered relative to
their costs. Because of its inherent limitationgginal control over financial reporting may nogyent or detect misstatements. Also,
projections of any evaluation of effectivenessutufe periods are subject to the risk that contmdy become inadequate because of changes
in conditions, or that the degree of compliancéwlie policies or procedures may deteriorate.

The design of any system of controls also is bas@art upon certain assumptions about the likelthof future events, and there car
no assurance that any design will succeed in aicigets stated goals under all potential futureditons; over time, a control may become
inadequate because of changes in conditions atageee of compliance with the policies or procedunay deteriorate. Because of the
inherent limitations in a cost-effective controbm, misstatements due to error or fraud may cmedmay not be detected.

Management’s Report on Internal Control Over Finandal Reporting
Management is responsible for establishing and taiaimg adequate internal control over our finah@gporting.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det®mn31, 2007, based on criteria set
forth in the framework in Internal Control — Integed Framework issued by the Committee of Spong@irganizations of the Treadway
Commission (COSO). This evaluation included revadthe documentation of controls, evaluation of diesign effectiveness of controls,
testing of the operating effectiveness of contasld a conclusion on this evaluation. Our managehetiermined that, as of December 31,
2007, our internal control over financial reportisgeffective.

Iltem 9B. Other Information
Not applicable.
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PART IlI
Iltem 10. Directors and Executive Officers of th&kegistrant

The information required by this Item relating tar @lirectors is incorporated herein by referencthéodefinitive Proxy Statement to be
filed pursuant to Regulation 14A of the Exchangé f&c our 2008 Annual Meeting of Stockholders. Tihf®rmation required by this Item
relating to our executive officers is included iemh 1, “Business — Executive Officers” of this repo

Item 11. Executive Compensation

The information required by this Item is incorp@éherein by reference to the definitive Proxy &tegnt to be filed pursuant to
Regulation 14A of the Exchange Act for our 2008 AahMeeting of Stockholders.

Item 12. SecuritfOwnership of Certain Beneficial Owners and Managema and Related Stockholder Matters

The information required by this Item is incorp@eherein by reference to the definitive Proxy Stent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2008 AahMeeting of Stockholders.

Item 13. Certain Relationships and Related Trarections

The information required by this Item is incorp@éherein by reference to the definitive Proxy Stent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2008 AahMeeting of Stockholders.

Item 14. Principal Accountant Fees and Services

The information required by this Item is incorp@eherein by reference to the definitive Proxy Stent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2008 AahMeeting of Stockholders.
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PART IV
Item 15. Exhibit and Financial Statement Schedels
(a) Financial Statements
(1) Financial Statements are listed in the Indekitancial Statements on page F-1 of this report.

(2) Schedules have been omitted because they aapplicable or because the information requirebdeset forth therein is
included in the consolidated and combined finargtialements 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, 2Gif4 Comstock Asset Management, L
10.3(1) Loan Agreement, dated December 17, 1997, as amgwitadBank of America, N.A

10.4(1) Disbursement and Construction Loan Agreement astubsement and Development Loan Agreement, eaeld dattober 10,
2002 and as amended, with Branch Banking and Tostpany of Virginia

10.5(1) Disbursement and Construction Loan Agreement arglisttion, Disbursement and Development Loan agesgneach dated
July 25, 2003, with Branch Banking and Trust ConypaiVirginia.

10.6(2) Loan Agreement, dated January 25, 2005, with CBarg, 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 favorai€ Bank, N.A
10.9(1) Form of Indemnification Agreeme

10.10(1) Form of Promissory Note to be issued to each ofstipher Clemente, Gregory Benson, James Keenaamnce Golub by
each of Comstock Holding Company, Inc., Comstocknés, Inc., Sunset Investment Corp., Inc. and Carks$ervice Corp.,
Inc.

10.11(1) Form of Tax Indemnification Agreement to be enteargd by each of Christopher Clemente, Gregory Bandames Keena and
Lawrence Golub with each of Comstock Holding Comypadnc., Comstock Homes, Inc., Sunset InvestmempCdnc. and
Comstock Service Corp., In

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

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

10.14(2) Form Of Restricted Stock Grant Agreement unde20@4 Lon¢-Term Incentive Compensation Pl

10.15(1) Employee Stock Purchase P

10.16(1) Purchase and Sale Agreement, dated as of Apr2@%53, as amended, with Crescent Potomac Yard Dewelot, LLC

59



Exhibit
Number

10.17(2)
10.18(2)
10.19(2)
10.20(1)
10.21(1)
10.22(1)
10.23(1)
10.24(1)
10.25(1)
10.26(2)
10.27(2)
10.28(1)
10.29(2)
10.30(3)
10.31(3)

10.32(3)
10.33(3)
10.34(4)
10.35(4)
10.36(4)
10.37(3)
10.38(5)

10.39(5)
10.40(5)
10.41(6)

10.42(6)
10.43(7)
10.44(7)

Exhibit

Purchase and Sale Agreement, dated as of NovemB808, as amended, with Fair Oaks Penderbrooktsyests L.L.C.
Real Estate Purchase Contract, dated as of Feb4u2005, with Westwick Apartments LL

Services Agreement, dated March 4, 2005, with CoaksAsset Management, L.

Employment Agreement with Christopher Cleme

Employment Agreement with Gregory Bens

Employment Agreement with Bruce Labov

Confidentiality and No-Competition Agreement with Christopher Cleme

Confidentiality and No-Competition Agreement with Gregory Bens

Confidentiality and No-Competition Agreement with Bruce Labov

Description of Arrangements with William Bensi

Description of Arrangements with David How

Trademark License Agreeme

Purchase Agreement, dated as of November 12, 2@840omstock Asset Management, L

Agreement of Purchase and Sale, dated June 23, Bp@Hhd between Comstock Carter Lake, L.C. and Edgrter, L.L.C.

Agreement of Purchase and Sale, dated Septemb20@8, by and between Comstock Bellemeade, L.CBatiemeade Farn
Investors, LLC et. a

Loan Agreement, dated September 28, 2005, by ameteba Comstock Bellemeade, L.C. and Bank of AmeNhtA.
Guaranty Agreement, dated September 28, 2005,ebRégistrant in favor of Bank of America, N.

Life Insurance Reimbursement Agreement with WilliRBorBenstet

Life Insurance Reimbursement Agreement with Bruabdvitz

Description of Reimbursement and Indemnificatiomafagement with Christopher Clemente and GregorysBe
Agreement of Purchase and Sale, dated June 23, Bp@Hhd between Comstock Carter Lake, L.C. and Edrter, L.L.C.

Stock Purchase Agreement with Parker-Chandler Hpmesand the Selling Stockholders identified giey dated as of
January 19, 200

Loan Agreement, dated January 31, 2006, by anddegtv@omstock Carter Lake, L.C. and Bank of Amefita,.
Guaranty Agreement, dated January 31, 2006, bRRégistrant in favor of Bank of America, N.

Form of purchase agreement, dated as of May 5,,280émended as of May 9, 2006, by and betwee@dhgany and the
purchasers identified there

Form of warrant
Note Purchase Agreement with Kodiak Warehouse ldafed as of May 4, 20(
Junior Subordinated Indenture with Wells Fargo Banld., dated as of May 4, 20(
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Exhibit
Number

10.45(7)
10.46(7)
10.47(8)

10.48(8)
10.49(8)

10.50(8)
10.51(8)

10.52(8)
10.53(8)

10.54(8)
10.55(8)

10.56(8)

10.57*
10.58*
10.59*
10.60*
10.61*

10.62*

14.1(2)
21.1*
23.1*
24.1*
31.1*
31.2*
32.1*

Exhibit
Credit Agreement with Wachovia Bank, N.A., datedBMay 26, 200¢

Stock Purchase Agreement with Capitol Homes, Ind.the Selling Shareholders identified thereinedats of May 1, 200

Letter, dated October 18, 2007, from Friedlandesléd, Sloan, Kletzkin & Ochsman, PLLC to the Régiat and Comstock
Bellemeade, L.C

Purchase and Sale Agreement by and between ConStaskryside L.C. and Merion-Loudon, LC, dated BBecember 21,
2006

Marketing and Sale Agreement by and between Com&ocintryside LC and Merion-Loudon, L.C., dated&Becember 21,
2006

Consulting Agreement with The Merion Group, LC,athais of December 21, 20

Loan Modification Agreement, dated as of Decemti¥&? by and among the Registrant, Highland Avermopétties, LLC an
Bank of America, N.A

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

Loan Modification Agreement, dated as of Decemli¥&? by and among the Registrant, Comstock Homédlaffita, LLC,
Comstock Homes of Myrtle Beach, LLC and Bank of Aite, N.A.

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

First Loan Modification Agreement, dated as of Daber 2006, by and among the Registrant, ComstotikBeade, L.C.,
Bank of America, N.A. and Lenka E. Lundsi

Second Loan Modification Agreement, dated as ofdbdmer 22, 2006, by and between the Registrant ané Bf America,
N.A.

Loan and Security Agreement, dated as of Febru@®g 2y and between the Registrant and Stonehamugirtg, LC.
Guaranty Agreement, dated as of February 2008,dwstock Potomac Yard, L.C. in favor of Stonehengeding, LC.
Supplement to Indenture, dated as of January B,2§0and between the Registrant and Wells FargdBd.A.
Amended and Restated Indenture, dated as of March0D8, by and between the Registrant and WelgdHBank, N.A.

Loan Agreement, dated as of March 14, 2008, byaamodng Comstock Station View, L.C., Comstock PotoMand, L.C., and
KeyBank National Associatiol

Unconditional Guaranty of Payment and Performadated as of March 2008, by the Registrant in fafdteyBank National
Association.

Code of Ethic:

List of subsidiarie:

Consent of PricewaterhouseCoopers |

Power of Attorney (see signature page to this AhRegort on Form 1-K.)

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

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

Certification of Chief Executive Officer and Chigfhancial Officer pursuant to Section 906 of Sags-Oxley Act of 200z
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(1)

()
(3)

(4)
()
(6)
(7)
(8)

Filed herewith

Incorporated by reference to an exhibit toRegistrant’s Registration Statement on Form S-hAnasnded, initially filed with the
Commission on August 13, 2004 (No. -118193).

Incorporated by reference to an exhibit to the Begin’s Annual Report on Form -K filed with the Commission on March 31, 20(

Incorporated by reference to an exhibit toRegistrant’s Quarterly Report on Form 10-Q filedhathe Commission on November 14,
2005.

Incorporated by reference to an exhibit to the Begin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20
Incorporated by reference to an exhibit to the Begin’s Annual Report on Form -K filed with the Commission on March 16, 20(
Incorporated by reference to an exhibit to the @urReport on Form-K of the Registrant filed with the Commission onWi0, 2005
Incorporated by reference to an exhibit to the Biegin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20
Incorporated by reference to an exhibit to the Biegin’s Annual Report on Form -K filed with the Commission on March 16, 20(
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareholders of CooksHomebuilding Companies, Inc.

In our opinion, the consolidated financial statetadisted in on page F-1 present fairly, in all eral respects, the financial position of
Comstock Homebuilding Companies, Inc. and subseliaat December 31, 2007 and December 31, 200&hamésults of its operations and
its cash flows for each of the three years in threogl ended December 31, 2007 in conformity witboamting principles generally acceptes
the United States of America. Also in our opinitte Company maintained, in all material respedtecgve internal control over financial
reporting as of December 31, 2007, based on aitsiablished itnternal Control - Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway Commis€BDSO). The Company’s management is responsiblinése financial statements,
for maintaining effective internal control overdincial reporting and for its assessment of thecgffeness of internal control over financial
reporting, included in the accompanying ManagenseRgport on Internal Control over Financial RepaytiOur responsibility is to express
opinions on these financial statements and on trapgany’s internal control over financial reportingsed on our integrated audits. We
conducted our audits in accordance with the statsdairthe Public Company Accounting Oversight Bagidited States). Those standards
require that we plan and perform the audits toiobtasonable assurance about whether the finastei@ments are free of material
misstatement and whether effective internal coravelr financial reporting was maintained in all evél respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estismatade by management, and evaluating the ovematdial statement presentation. Our
audit of internal control over financial reportimgluded obtaining an understanding of internaltadrover financial reporting, assessing the
risk that a material weakness exists, and testitigezraluating the design and operating effectivenéiternal control based on the assessed
risk. Our audits also included performing such ofhecedures as we considered necessary in thentstances. We believe that our audits
provide a reasonable basis for our opinions.

The accompanying financial statements have begraprd assuming that the Company will continue gaiag concern. As discussec
Note 1 to the financial statements, the Companyelkpsrienced declining market conditions and hgsificant debt maturing during 20t
that raise substantial doubt about its abilitydatmue as a going concern. Management’s plansgard to these matters are also described ir
Note 1. Thefinancial statements do not include any adjustmtérasmight result from the outcome of this undetia

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (i) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(idyide reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

McLean, Virginia
March 16, 2008



COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR

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

IES

December 31

2007

December 31

2006

ASSETS
Cash and cash equivalel $ 6,822 $ 21,260
Restricted cas 4,98¢ 12,32¢
Receivable! 37C 4,55k
Due from related partie 92 4,05z
Real estate held for development and 203,86( 405,14«
Inventory not owne— variable interest entitie 19,25( 43,23¢
Property, plant and equipme 1,53¢ 2,72:
Investment in real estate partners — ()
Deferred income ta — 10,18¢
Other asset 22,05¢ 14,11
TOTAL ASSETS $ 258,97¢ $ 517,42
LIABILITIES AND SHAREHOLDERS ' EQUITY
Accounts payable and accrued liabilit $ 21,96 $ 55,68(
Due to related partie — 1,14(C
Obligations related to inventory not own 19,05( 40,95(
Notes payabli 141,21 265,40¢
Senior unsecured de 30,00( 30,00(
TOTAL LIABILITIES 212,22t 393,17:
Commitments and contingencies (Note :
Minority interest 231 371
SHAREHOLDERS’ EQUITY
Class A common stock, $0.01 par value, 77,266,5@0es authorized, 15,120,955 and
14,129,081 issued and outstanding, respect 151 141
Class B common stock, $0.01 par value, 2,733,588stauthorized, 2,733,500 issued and

outstanding 27 27
Additional paic-in capital 155,99¢ 147,52¢
Treasury stock, at cost (391,400 Class A commork} (2,439 (2,439
Accumulated defici (107,219 (21,377)
TOTAL SHAREHOLDERY EQUITY 46,51¢ 123,88!
TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY $ 258,97! $ 517,42¢

The accompanying notes are an integral part oktheasolidated financial statements.

F-3



COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES

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

Revenue!

Revenue— homebuilding

Revenue— other
Total revenue
Expense!

Cost of sale— homebuilding

Cost of sale— other

Impairments and wri-offs

Selling, general and administrati
Operating (loss ) incorr
Other (income) expense, r
(Loss) income before minority interest and equityloss) earnings of real estate partner:
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) income per sha
Diluted weighted average shares outstan

Twelve Months Ended December 31,

2007 2006 2005
$232,80!  $240,09!  $216,26!
33,35¢ 5,78¢ 8,04(
266,15( 245 88: 224,30
211,06¢ 211,40t 152,88¢
34,24 5,24¢ 3,60¢
78,261 57,42¢ 1,21€
34,67 37,50( 24,19(
(92,08 (65,70 42,40¢
(1,886) (1,487) (1,450
(90,199 (64,219 43,85¢
(137) 15 30
(90,067 (64,230 43,82¢
— (13€) 99
(90,067 (64,36 43,92t
(2559 (24,520 16,36¢
$(87,510 $(39,84) $ 27,56:
$ (542 $ (269 $ 214
16,14( 15,14¢ 12,87(
$ (542 $ (269 $ 212
16,14( 15,14¢ 13,02:

The accompanying notes are an integral part oktheasolidated financial statements.
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Balance at December 31, 2004
Stock compensation and issuan

COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES

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

Issuance of common stock under employee stock psech

plans

Issuances of common stock in follow on offeringJome 22,

2005 (less transactions cos
Net income
Balance at December 31, 2005
Stock compensation and issuan

Issuance of common stock under employee stock psech

plans
Treasury stock purchas

Share issuance—private placement of equity (Iessaction

costs)
Net loss
Balance at December 31, 2006
Stock compensation and issuan

Issuance of common stock under employee stock psech

plans

FIN 48 cumulative effect of adoptic

Net loss
Balance at December 31, 2007

The Comstock Additional

Companies Class A Class B Treasury Retained

paid-in earnings
Shares Amount Shares Amount Shares Amount capital stock (deficit) Total
— 3 — 9,16z $ 92 2,73: % 27 % 71,19 $ — $ (9,089 $ 62,22¢
3 0 — — 2,34¢ — 2,34¢
8 0 — — 13z — 13z
— — 2,36( 23 — — 52,78t¢ — — 52,80¢
27,56: 27,56:
— — 11,53t 115 2,73¢ 27 126,46: — 18,47: 145,07t
457 5 — — 2,38¢ — 2,391
18 — 14z 14z
- - — (2,439 — (2,439
— — 2,121 21 — — 18,53¢ — — 18,56(
(39,84%) (39,84%)
— —  14,12¢ 141  2,73¢ 27 147,52t (2,439 (21,377  123,88!
971 10 — — 8,41¢ — — 8,42t
21 0 55 — 55
1,66: 1,66:
(87,510 (87,510
— 3 — 1512 $ 151 2,73:  $ 27 $ 15599t $ (2,439 $(107,219) $ 46,51¢

The accompanying notes are an integral part oktheasolidated 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 nethcprovided by (used in) operating activit

Amortization and depreciatic
Impairments and wri-offs
Loss on disposal of ass¢
Minority interest
Equity in (loss) earnings of real estate partner
Distributions from investment in real estate parshe
Board of Directors compensatit
Amortization of stock compensatic
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 provided by (used in) operating activi
Cash flows from investing activitie
Purchase of property, plant and equipn
Distributions of capital from investing in real at& partnershi
Business acquisitions, net of cash acqu
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Proceeds from notes payal
Proceeds from senior unsecured ¢
Payments on junior subordinated d
Proceeds from junior subordinated d
Proceeds from related party notes payi
Payments on notes payal
Payments on related party notes payi
Contributions from minority shareholde
Distributions paid to minority shareholde
Payment of distribution payab
Proceeds from shares issued under employee stockgae plai
Purchase of treasury sto
Proceeds from equity offering
Net cash provided by (used in) financing activi
Net (decrease) in cash and cash equiva
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,

2007 2006 2005
$ (87,510 $ (39,84%) $ 27,56:
852 1,08( 172
78,261 57,42¢ 1,21¢
461 24 9
(137) 15 30
— 13€ (99)

— — 168

19€ — —
6,141 2,39( 2,34¢
10,657 (21,816 (1,729
7,341 (1,526 (3,300
4,18t 3,59: (7,37¢)
3,467 (1,159 (1,457)
133,54. (71,449 (160,69:)
(8,199 1,33¢ (11,149
(31,629 (14,24)) 23,59¢
— — (290)
(1,140 (2,339 (10€)
116,50: (86,367) (131,08%)
(12¢) (2,399 (29¢)

— — 1,00

— (15,490 —

(12€) (17,887) 702
84,57( 216,55: 212,40t
30,00( — —
(30,000 — —
— 30,00( —

— 4,20( 444
(215,439 (182,199 (135,099
— (1,430 (10,725

— — 87
(3) (44) (2,417)
— — (12,65%)

55 141 138

— (2,43¢) —
18,56! 52,80¢

(130,819 83,34: 104,99:
(14,44)) (20,909 (25,397
21,26: 42,167 67,55¢
$ 6,827 $ 21,260 $ 42,160
$ — $ — $ —
$ 27 $ 45 $ 22,27
$ 6,67¢ $ 13,68¢ $ 8,03¢

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

1. ORGANIZATION

Comstock Companies, Inc. (the “Company”) was inocaed on May 24, 2004 as a Delaware corporationJude 30, 2004, the
Company changed its name to Comstock Homebuildmgganies, Inc.

On December 17, 2004, as a result of completingitisl public offering (“IPQ”) of its Class A comon stock, the Company acquired
100% of the outstanding capital stock of Comstooldiihg Company, Inc. and subsidiaries (“Comstockditms”) by merger, which
followed a consolidation that took place immediafalior to the closing of the IPO (the “Consolidatl). The Consolidation was effected
through the mergers of Sunset Investment Corp. dnd subsidiaries and Comstock Homes, Inc. ansidiabes and Comstock Service
Corp., Inc and subsidiaries (“Comstock Service'hvand into Comstock Holdings. Pursuant to the seofithe merger agreement, shares of
Comstock Holdings were canceled and replaced 884aBd 2,734 shares Class A and B common stodiea€ompany, respectively. Both
Class A and B common stock shares bear the samem@orights. However, for voting purposes, Classtéck holders are entitled to one
vote for each share held while Class B stock heldee 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 “Comstock Companies™Bredecessor”) and the Company’s acquisition of €tk Holdings was accounted for
using the Comstock Companies’ historical carryiafues of accounting as these mergers were not detnie substantive exchanges. The
merger of Comstock Service was accounted for usiagpurchase method of accounting (see Note 3jimsvas deemed to be a substantive
exchange due to the disparity in ownership.

The Company’s Class A common stock is traded oNWSDAQ National market under the symbol “CHCI” anas no public trading
history prior to December 17, 2004.

The Company develops, builds and markets sifgigly homes, townhouses and condominiums in theiWwton D.C., Raleigh, Notr
Carolina and Atlanta, Georgia metropolitan mark&e Company also provides certain management dméhéstrative support services to
certain related parties.

The homebuilding industry is cyclical and signifitiy affected by changes in national and local eooie, business and other
conditions. During 2006, new home sales in our m@rbegan to slow and that trend has continuedighr@007, resulting in the impairments
discussed in Note 5. In response to these conditile Company has significantly reduced sellimmpegal and administrative expenses in
order to align our cost structure with the curdentl of sales activity, slowed all land acquisitigdelayed land development and construction
activities except where required for near termssaled has offered for sale various developed luddand parcels that the Company believes
are not needed based on current absorption rates.

Both the Company and its subsidiaries have seagbtwhich either matures or has curtailment okibga during 2008 and beyond. In
our industry it is customary for lenders to renewl axtend project facilities until the project @ntplete provided the loans are kept current.
Since we are the guarantor of our subsidiariest,daty significant failure to negotiate renewals axtensions to this debt would severely
compromise our liquidity and could jeopardize obitity to satisfy our capital requirements. Oureaty reported and cured loan covenant
violations, may at some point negatively impact abitity to renew and extend our debt.

The accompanying financial statements have begraprd assuming that the company will continue gsiag concern, which
contemplates the realization of assets and sdiisfiasf liabilities in the normal course of busiseblo adjustments have been provided as if
the company were unable to continue as a goingezanc
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policiesl gmactices used in the preparation of the conatditifinancial statements is as
follows:

Basis of presentation

As discussed in Note 1, the Company and the Predeceffected the Consolidation on December 174 200e Company and the
Predecessor were entities that had a high degreenmfhon ownership, common management and comma@oi@te governance as they w
owned by the same individuals each holding substnthe same ownership. As a result, the Comgesas/determined that, based on the
degree of common ownership that resulted in subiatlyrthe same ownership interests before and #fietransaction, the common nature of
the businesses, the long-term business relation&igween the companies and other related fath@rgxchange lacked substance, and
therefore, they accounted for the consolidatiom distorical cost basis in accordance with FASBhhéal Bulletin FTB 85-5Issues
Related to Accounting for Busine€Combinations.”Further, Statement of Financial Accounting Stang&td. 141 Business Combinations
(“SFAS 141") states that, in transactions betwesnigs under common control, the receiving entitgltdd account for the assets and
liabilities received at their historical carryinglues. Additionally, such transfers should be anted for by the receiving entity as of the
beginning of the period in which the transactioows. Accordingly, the Company has reflected theetgsand liabilities acquired in the
transaction at their historical carrying values #melresults of operations are presented as if#msaction occurred on January 1, 2004.

The Predecessor merged with Comstock Service oprbDeer 17, 2004. Due to a disparity in ownershipamspared to the other entiti
which comprised the Predecessor, Comstock Senasenat under common control with the Predecessbrarsuch the consolidation
transaction was considered a substantive exchawgerdingly, the Company has accounted for the clidtastion of Comstock Service as an
acquisition using the purchase method of accourggequired by SFAS 141. As a result, the assetdiabilities acquired have been
recorded at fair value in the accompanying finadrati@ements on the date of the transaction. Nawdbwas recognized in connection with
this transaction.

Principles of consolidation

The consolidated financial statements include @itiolled subsidiaries. In addition, the Companyiews its relationships with other
entities to assess whether the Company is the pribeneficiary of a variable interest entity. IetHetermination is made that the Company is
the primary beneficiary, then that entity is coidated in accordance with FASB Interpretation N&.Rt Consolidation of Variable Interest
Entities, an interpretation of ARB No. (“FIN 46-R"). See Note 3 for additional discussimmthe consolidation of variable interest entities.
Minority interest reflects third parties’ ownershigerest in entities the Company has consolidadidnaterial inter-company balances and
transactions are eliminated in consolidation.

Reclassification

Certain amounts in the prior years’ financial sta¢ats have been reclassified to conform to thesatiyear’s presentation. These
reclassifications have no impact on previously reggbnet income (loss) or shareholders’ equity.

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 have deposits with institigtin excess of federally insured limits. Bankimggitutions with which the Company
does business are considered credit worthy; therefoedit risk associated with cash and cash etgnts is considered low.
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At December 31, 2007 and 2006, the Company hadatest cash of $4,985 and $12,326, respectivelychvprimarily includes certain
customer deposits related to future home salesasiu reserved to cover the Company’s generalitiabisurance policy deductible.

Receivables

Receivables include amounts in transit or due ftitlsnand settlement companies for residential propclosings. The Company has
determined that all amounts are collectible at Bdmer 31, 2007 and 2006 based on a review of theithal accounts.

Real estate held for development and sale

Real estate held for development and sale incllaaes land development costs, interest and othestoaction costs and is stated at cost
or, when circumstances or events indicate thatahkestate held for development or sale is imgaméestimated fair value.

Land, land development and indirect land developfroests are accumulated by specific area and a#ldda various lots or housing
units based upon the relative sales value, urat@s methods. Direct construction costs are assignieousing units based on specific
identification. Construction costs primarily inckidirect construction costs and capitalized fieldrbead. Other costs are comprised of
prepaid local government fees and capitalized ésteaind real estate taxes, and are assigned hasedhe relative sales value, unit or area
methods. 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 evaluation takes into considerati@ncurrent status of the property, various retsbms, carrying costs, costs of disposition
and any other circumstances, which may affectalue including management’s plans for the propétye to the large acreage of certain
land holdings, disposition in the normal courséudiness is expected to extend over a number of yAawrite-down to estimated fair value
is recorded when the carrying value of the propexiseeds its estimated fair value. These evalusioe made on a property-by-property
basis. The Company assesses the impairment oéstzde assets whenever events or changes in cianoas indicate that the net book value
may not be recoverable (see Note 5).

Capitalized interest and real estate taxes

Interest and real estate taxes incurred relatingdalevelopment of lots and parcels are capi@liageal estate held for development
and sale during the active development period, lwgenerally commences when borrowings are usedgi® real estate assets and ends
when the properties are substantially completerést is capitalized based on the interest ratécapie to specific borrowings or the
weighted average of the rates applicable to otbeolwvings during the period. Interest and realtestaxes capitalized to real estate held for
development and sale are expensed as a componepgtaiff sales as related units are sold.

The following table is a summary of interest inedriand capitalized:

Years Ended December 31,

2007 2006 2005
Total interest incurre $ 23,21« $ 27,75¢ $12,27:
Interest incurred on related party notes pay — 40 31C
Interest expensed as a component of cost of $(24,605 $(12,09¢) $(4,996¢
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Property, plant and equipment

Property, plant and equipment are carried at @sst dccumulated depreciation and are depreciatdtemtraight-line method over their
estimated useful lives as 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 remowedthieir separate accounts and
gain or loss on sale is reflected in operationgdexlitures for maintenance and repairs are chdaogexpense as incurred.

Investment in real estate partnership

Real estate partnerships in which the Companyigagisant influence but has less than a contrgllinterest, and is not the primary
beneficiary under FIN 46-R, are accounted for uriderequity method. Under the equity method, thenganys initial investment is record:
at cost and is subsequently adjusted to recogtszhare of earnings and losses. Distributionsvedeeduce the carrying amount of the
investment (see Note 7).

Warranty reserve

Warranty reserves for houses settled are estatlltsheover potential costs for materials and lakith regard to warranty-type claims
expected to arise during the one-year warrantyodgsiovided by the Company or within the fiyear statutorily mandated structural warr:
period. Since the Company subcontracts its homaibgilwork, subcontractors are required to provide€@ompany with an indemnity and a
certificate of insurance prior to receiving paynefutrr their work. Claims relating to workmanshiplanaterials are generally the primary
responsibility of the subcontractors and produchufiacturers. The warranty reserve is establishélueatime of closing, and is calculated
based upon historical warranty cost experiencecanent business factors. Variables used in theutation of the reserve, as well as the
adequacy of the reserve based on the number ofdstitlaunder warranty, are reviewed on a peridutisis. Warranty claims are directly
charged to the reserve as they arise. The followabte is a summary of warranty reserve activityolhs included in accounts payable and
accrued liabilities:

Years Ended December 31,

2007 2006 2005
Balance at beginning of peric $ 1,66¢ $ 1,20¢ $ 91€
Additions(a) 1,01(C 1,52¢ 88¢
Releases and/or charges incur (1,147) (1,067) (59¢)
Balance at end of peric $ 1,53 $ 1,66¢ $1,20¢

(@) Asdiscussed in Note 4, 2006 includes addit@fr360, assumed in connection with the acquisitibParker Chandler Homes. Inc. and
Capitol Homes Inc

Revenue recognition

The Company recognizes revenues and related poofitsses from the sale of residential propertieguding multiple units to the
same buyer, finished lots and land sales whenrddsas occurred, full payment has been receividel aind possession of the property tran
to the buyer and the Company has no significanticoimg involvement in the property.
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Other revenues include revenue from land salegranimanagement and administrative support sengo@gded to related parties,
which are recognized as the services are provided.

Advertising costs

The total amount of advertising costs charged lingegeneral and administrative expense was %8,88,223 and $1,602 for the years
ended December 31, 2007, 2006 and 2005, respeactivel

Stock compensation

As discussed in Note 14, the Company currently spanstock option plans and restricted stock aywkmds. Prior to December 14,
2004, the Company did not sponsor any such pldifective January 1, 2004, the Company prospectigdigpted Statement of Financial
Accounting Standards No. 123R (revised 20@are-Based PaymefiEFAS 123R”), which supersedes APB Opinion No.&&;ounting
for Stock Issued to Employe. SFAS 123R requires all share-based payments pogees, including grants of employee stock optitade
recognized in the financial statements over théivgperiod based on their fair values at the dhigrant. A portion of the costs associated
with stock-based compensation is capitalized tbestte held for development and sale and theirglmais allocated to selling, general and
administrative expenses.

Income taxes

Prior to December 17, 2004, the Predecessor contpashglected to be treated as an S corporatiorr ubhapter S of the Internal
Revenue Code and therefore was not subject to ia¢ares. Taxable income or loss was passed thitougid reported by the individual
shareholders. Subsequent to the consolidation tinep@ny was reorganized as a C corporation undestwhcome taxes are accounted for
under the asset and liability method in accordavitte Statement of Financial Accounting Standards Ni®,Accounting for Income Taxes
(“FAS 109"). Deferred tax assets and liabilities eecognized for the future tax consequences atatibe to the differences between the
financial statement carrying amounts of existingess and liabilities and their respective tax bddeferred tax assets and liabilities are
measured using enacted tax rates expected to &pfzyable income in the years in which those tenayodifferences are expected to be
recovered or settled. The effect on the deferrecisasets and liabilities of a change in tax ratgg¢ognized in income in the period that
includes the enactment date. A valuation allowascecorded when it is more likely than not thansoof the deferred tax assets will not be
realized.

In June 2006, the FASB issued Interpretation NoA4¢8ounting for Uncertainty in Income Taxes — aefptetation of FASB
Statement No. 109, Accounting for Income T&%e® 48”). FIN 48 provides detailed guidance fbetfinancial statement recognition,
measurement and disclosure of uncertain tax pasitiecognized in an enterprise’s financial stateamgnaccordance with FAS 109. Income
tax positions must meet a more-likely-than-not gegtion threshold at the effective date to be reizned upon the adoption of FIN 48 and in
subsequent periods. The Company adopted the poosisif FIN 48 effective January 1, 2007 and theigions of FIN 48 have been applied
to all income tax positions commencing from thatedas a result of this adoption, the Company réedra benefit to the opening
accumulated deficit in the amount of $1,663. Wevgmize interest accrued related to unrecognizetéaefits in interest expense. Penalties,
if incurred, would be recognized as a componeigtenferal and administrative expense.

Prior to 2007, we determined our tax contingentiezccordance with Statement of Financial Accoun@tandards No. B\ccounting
for Contingencie:("FAS 5”). We recorded estimated tax liabilitiesttee extent the contingencies were probable antti dmireasonably
estimated.
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Earnings per share

The following weighted average shares and sharea&euts are used to calculate basic and dilutes #6Pthe years ended
December 31, 2007, 2006 and 2005:

Years Ended December 31,

Basic earnings per share 2007 2006 2005

Net (loss) incom $(87,51() $(39,845 $27,56:
Basic weighte-average shares outstand 16,14( 15,14¢ 12,87(
Per share amoun $ (.49 $ (2.69 $ 2.14

Dilutive Earnings Per Sha
Net (loss) incom: $(87,510) $(39,84%) $27,56:
Basic weighte-average shares outstand 16,14( 15,14¢ 12,87(
Stock options and restricted stock gre — — 152
Dilutive weighte-average shares outstand 16,14( 15,14¢ 13,02:
Per share amoun $ (.49 $ (2.69 $ 2.1z

For the year ended December 31, 2007, 55 sharesexeluded from the diluted shares outstandinguseaclusion would have been
anti-dilutive. For the year ended December 31, 2606k grant issuances in the amount of 587 staar@®ptions and warrants to purchase
843 shares of Class A common stock were excluded fhe calculation of dilutive earnings per shdige exclusion was due to the options
and warrants having an exercise price greaterttimaverage market price of the common shareslditian, as a result of a net loss for the
year ended December 31, 2006, stock grant issuaveresexcluded from the computation of dilutiveréags per share because tt
inclusion would have been amtitutive. For the year ended December 31, 2005¢pgtto purchase 107 shares of Class A common stecs
excluded from the calculation of dilutive earninms share.

Comprehensive income

For the years ended December 31, 2007, 2006 arsl 26Mprehensive income equaled net income; therefoseparate statement of
comprehensive income is not included in the accayipg consolidated financial statements.

Segment reporting

Statement of Financial Accounting Standards No, D8dclosures about Segments of an Enterprise anat&klnformation
(“SFAS 131") establishes standards for the marmmertich companies report information about opegaieagments. The Company
determined it provides one single type of busirsesivity, homebuilding, which operates in multigieographic or economic environments
addition, as a result of the Company’s acquisitionGeorgia and North Carolina, which became fullggrated in the fourth quarter of 2006,
the Company modified how it analyzes its businesig the fourth quarter of 2006. As such, the Camyphas determined that its
homebuilding operations now primarily involve thmeportable geographic segments: Washington DCdyetitan Area, Raleigh, North
Carolina and Atlanta, Georgia. The aggregatioredatare based on the similar economic charadterisf the projects located in each of
these regions.
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The table below summarizes revenue and operatisg)(Income for each of the Company’s geograplyjmsets:

Years Ended December 31,

2007 2006 2005
Revenues

Washington DC Metropolitan Are $200,62: $181,05¢ $212,97:
Raleigh, North Carolina(z 38,93¢ 32,29% 11,33
Atlanta, Georgia(b 26,60: 32,52¢ —
Total $266,15¢ $245,88: $224,30!
Operating (loss) incom

Washington DC Metropolitan Are $(25,89() $(10,729) $ 57,73¢
Raleigh, North Carolin (10,049 (7,817 (1,027
Atlanta, Georgit (37,789 (29,127 —
Segment operating (loss) incol (73,719 (47,667) 56,71t
Corporate expenses unalloca 18,361 (18,049 (14,307
Total operating (loss) incon (92,085 (65,707) 42,40¢
Other income 1,88¢ 1,48 1,45(C
Equity in (loss) earnings of real estate partngr — (135) 99
Minority interest expens 137 (15) (30
(Loss) income before income tay $(90,067) $(64,36%) $ 43,92¢

(@) Asdiscussed in Note 1, the Company enteredlitnth and South Carolina market on December 1@4 23 a result of the merger with
Comstock Service. In May of 2006, the Company aeguCapital Homes Inc. and expanded its presentteihorth Carolina regiol

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

The following table summarizes impairment and watfs by segment. These expense amounts are irtindee segment operating
income (loss) as reflected in the table above.

Twelve Months Ended December 31,

2007 2006 2005
Washington DC Metropolitan Are $ 35,00t $ 26,77¢ $ —
Raleigh, North Carolin 10,19( 7,52¢ 1,21¢
Atlanta, Georgit 33,06¢ 23,12( —

$ 78,264 $ 57,42¢ $ 1,21¢

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

Total Assets 2007 2006

Washington DC Metropolitan Are $150,59: $317,34¢
Raleigh, North Carolin 28,51« 61,617
Atlanta, Georgit 50,88¢ 94,13:
Corporate 28,98( 44,33(
Total Assets $258,97¢ $517,42¢
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Use of estimates

The preparation of the financial statements, irf@onity with accounting principles generally acaspin the United States of America,
requires management to make estimates and assuas it affect the reported amounts in the findrstéements and accompanying notes.
Actual results could differ from those estimatestéfial estimates are utilized in the valuatiomez estate held for development and sale,
valuation of deferred tax assets, capitalizationasits, consolidation of variable interest entitiad warranty reserves.

Recent accounting pronouncements

In September 2006, the FASB issued Statement afi€ial Accounting Standard No. 13-gir Value Measuremen{§SFAS 157"),
which defines fair value, establishes a frameworknfieasuring fair value in generally accepted acting principles and expands disclosures
about fair value measurements. SFAS 157 is effedtivfinancial statements issued for fiscal ydmginning after November 15, 2007, and
interim periods within those fiscal years. The Camypis currently reviewing the effect of SFAS 15vVits consolidated financial statements.

In February 2007, the FASB issued Statement ofrigiiah Accounting Standard No. 15Bhe Fair Value Option for Financial Assets
and Financial Liabilities — Including an amendmémfASB Statement No. 1{SFAS 159”), which permits entities to measureicas
financial instruments and certain other items &tfalue at specified election dates. The electiust be made at the initial recognition of the
financial instrument, and any unrealized gainesés must be reported at each reporting date. 3688 effective for financial statements
issued for fiscal years beginning after November20®7, and interim periods within those fiscalngedhe Company is currently reviewing
the effect of SFAS 159 on its consolidated finahstatements.

In December 2007, the FASB issued Statement ofieinhAccounting Standards No. 141Business Combinations(*SFAS 141R)),
which establishes principles and requirementsterréporting entity in a business combination udgig recognition and measurement in the
financial statements of the identifiable assetsiaed, the liabilities assumed, and any noncorntiglinterest in the acquiree. This statement
also establishes disclosure requirements to effialalecial statement users to evaluate the natwidinancial effects of the business
combination. SFAS 141R applies prospectively tarnmss combinations for which the acquisition daten or after fiscal years beginning
after December 15, 2008. The Company is curren®juating the effect that the adoption of SFAS 14diRhave on our consolidated
financial statements.

In December 2007, the FASB issued Statement off€iabAccounting Standards No. 160Ndncontrolling Interests in Consolidated
Financial Statements, an Amendment of ARB N (“SFAS 160"). SFAS 160 establishes accounting eepbrting standards pertaining to
ownership interests in subsidiaries held by padtasr than the parent; the amount of net inconméatable to the parent and to the
noncontrolling interest; changes in a parent’s ashig interest; and the valuation of any retainedaontrolling equity investment when a
subsidiary is deconsolidated. SFAS 160 also estadsi disclosure requirements that clearly idewtifg distinguish between the interests of
the parent and the interests of the noncontrobhwgers. SFAS 160 is required to be adopted prosedefor the first annual reporting period
after December 15, 2008. The Company is currerthiewing the effect that the adoption of this staat will have on our consolidated
financial statements.

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developnatmharket prices from various entities under fipeide purchase agreements. The
purchase agreements require deposits that mayrfieitdd if the Company fails to perform under tlggeements. The deposits required under
the purchase agreements are in the form of cakgtters of credit in varying amounts. The Comparaynat its option, choose for any reason
and at any time not
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to perform under these purchase agreements byedelivnotice of its intent not to acquire the lamdier contract. The Company’s sole legal
obligation and economic loss for failure to perfarnder these purchase agreements is typicallydaid the amount of the deposit pursuant
to the liquidated damages provision contained withe purchase agreement. As a result, none afréuitors of any of the entities with
which the Company enters into forward fixed priceghase agreements have recourse to the genetdlafrthe 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 price purchase agreements. Thg&uy has concluded that whenever it options lardtse from an entity and pays a
significant non-refundable deposit as described/@ba variable interest entity is created undeptiogisions of FIN 4@R. This is because tl
Company has been deemed to have provided subadifinaincial support, which creates a variablerggewhich limits the equity holders’
returns and may absorb some or all of an entityfgeeted theoretical losses if they occur. The Compterefore, examines the entities with
which it has fixed price purchase agreements fesjde consolidation by the Company under FIN 46-4s requires the Company to
compute expected losses and expected residuahsdtased on the probability of future cash flowswttined in FIN 46-R. This calculation
requires substantial management judgments andastimn addition, because the Company does netdray contractual or ownership
interests in the entities with which it contraciduy the land, the Company does not have thetyahilicompel these development entities to
provide financial or other data to assist the Camypa the performance of the primary beneficiargleation.

The Company has evaluated all of its fixed pricechase agreements and has determined that it githary beneficiary of some of
those entities. As a result, at December 31, 20072806, the Company has consolidated 1 entityQagtities, respectively in the
accompanying consolidated balance sheets. Thet eff¢ite consolidation at December 31, 2007 and208s the inclusion of $19,250 and
$43,234, respectively, in “Inventory not owned —riahle interest entities” with a corresponding ursibn of $19,050 (net of land deposits
paid of $200) and $40,950 (net of land depositd paf2,284), respectively, to “Obligations relatednventory not owned.Creditors, if any
of these Variable Interest Entities have no reaaggainst the Company.

During December 2006 a Company senior vice presid@nntarily resigned. As part of his voluntangignation, the former senior vi
president negotiated his purchase of the remaiBihgondominium units in the Company’s Countrysideedlopment for a purchase price of
$4,200. Simultaneously with the purchase, the Campeatered into a marketing and sale agreementthatispecial purpose entity (“SPE”)
created by the former senior vice president thathmsed the units, whereby the Company would beacast associated with marketing and
selling the units and pay the SPE a monthly oppi@yment that allows the Company to share in thermeg of the units as they settle. The
monthly option payments have created a variablést in the SPE, and as such the Company hasmpedan analysis under the provisions
of FIN 46-R and has determined that the entityvamable interest entity and the Company is thmary beneficiary of this entity. As a
result, the Company has consolidated the SPE. Aebéer 31, 2006 the SPE had $3,600 of assets, whécincluded in “Inventory not
owned-variable interest entities” and $3,600 ofdiparty debt, which is included in “Obligationdated to inventory not owned” in the
accompanying consolidated balance sheets. The SR included in the December 31, 2007 accompagngemsolidated balance sheet since
all of its assets were sold and all of its debt been extinguished.

4. ACQUISITIONS

On January 19, 2006, the Company acquired allefg¢bued and outstanding capital stock of Parkan@ler Homes, Inc., a
homebuilder in the Atlanta, Georgia metropolitarrkes for a cash purchase price of $10,400 (inclgdransaction costs) and the assumg
of $63,800 in liabilities. The results of Parkeradller Homes are included in the accompanying diaded financial statements beginning
January 19, 2006. The
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Company accounted for this transaction in accorglavith SFAS 141. Approximately $700 of the purchasee was allocated to intangibles
with a weighted average life of 4.6 years. Therigthles are related to the Parker Chandler tradeshamployment and non-compete
agreements entered into with certain selling shddeis. The remainder of the purchase price wasatied to real estate held for developr
and sale and land option agreements. There wasauwgll recorded.

On May 5, 2006, the Company acquired all of thaesisand outstanding capital stock of Capitol Horlres, a homebuilder in North
Carolina, for a cash purchase price of $7,500 (uticlg transaction costs) and the assumption of6B®0in liabilities. The results of Capitol
Homes are included in the accompanying consolidftegicial statements beginning May 5, 2006. Thex@any accounted for this
transaction in accordance with SFAS 141. Approxélya$251 of the purchase price was allocated &nigibles with a weighted average life
of 2.7 years. The intangibles are related to thgitGeHomes trade name, employment and non-comggresements entered into with certain
selling shareholders. The remainder of the purcpese was allocated to real estate held for dgraknt and sale and land option
agreements. There was no goodwill associated étransaction.

Subsequent to each acquisition, as a result d€tdmpany releasing the restrictive terms under theleyment and non-complete
agreements and the decision to no longer use #pectve trade names, all amounts assigned togitias were written off during the fourth
quarter of 2006. During the third quarter of 20i& Company elected to terminate numerous lan@wopireements acquired in both
acquisitions. As a result, the purchase price atkat to land option agreements were substantiaityew off during the third quarter of 2007.

5. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

Real estate held for development and sale incllaates land development costs, interest and othestoaction costs and is stated at cost
or, when circumstances or events indicate thatehkestate held for development or sale is imgaméestimated fair value. Land, land
development and indirect land development costaecamulated by specific project and allocatedaigous lots or housing units within that
project using specific identification and allocatioased upon the relative sales value, unit or methods. Direct construction costs are
assigned to housing units based on specific ideatibn. Construction costs primarily include direonstruction costs and capitalized field
overhead. Other costs are comprised of prepaid ¢meernment fees and capitalized interest andestaite taxes. Selling costs are expensed
as incurred.

Estimated fair value is based on comparable sélesabestate in the normal course of businessuexisting and anticipated market
conditions. The evaluation takes into considerati@ncurrent status of the property, various retsbms, carrying costs, costs of disposition
and any other circumstances, which may affectviaine including management’s plans for the propédtye to the large acreage of certain
land holdings, disposition in the normal coursbuginess is expected to extend over a number of yAavrite-down to estimated fair value
is recorded when the net carrying value of the erypexceeds its estimated discounted fair valbhes& evaluations are made on a property-
by-property basis as seen fit by management whemsemts or changes in circumstances indicatettieatet book value may not be
recoverable.

Deteriorating market conditions, turmoil in the ditenarkets and increased price competition haveicoed to negatively impact the
Company in 2007 resulting in reduced sales prioeseased customer concessions, reduced grossmeami extended estimates for project
completion dates. As a result, the Company evalualtet1 of its projects to determine if recordedrging amounts were recoverable. This
evaluation resulted in an aggregate 2007 impairmcleaitge of $68,788 at 29 projects, with $29,95&i@Washington D.C. region, $29,600 in
the Atlanta, Georgia region and $9,230 in the R@aleN.C. region. Impairment charges are recordeairasluction in our capitalized land
and/or house costs. The impairment charge waslatdcuusing a discounted cash flow analysis madeich is dependent upon several
subjective
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factors, including the selection of an appropri@iseEount rate, estimated average sales pricessiimaged sales rates. In performing its
impairment modeling the Company must select whiag¢lieves is an appropriate discount rate basexlioent market cost of capital and
returns expectations. The Company has used itgumiEghent in determining an appropriate discoutd based on anecdotal information it
has received from marketing its deals for salegent months. The Company has elected to use afra#s in its discounted cash flow
model. While the selection of a 17% discount rades wubjective in nature, the Company believesahiappropriate rate in the current mai
The estimates used by the Company are based desh@nformation available at the time the estimate made. If market conditions
continue to deteriorate additional adverse chatg#sese estimates in future periods could resuitiither material impairment amounts to
recorded.

In addition, from time to time, the Company williteroff deposits it has made for options on larat ihhas decided not to purchase.
These deposits and any related capitalized preisitiqn feasibility or project costs are writterf at the earlier of the option expiration or the
decision to terminate the option. In 2007 optiopafsts and related pre-development costs of $9wkEré written off with $5,047 in the
Washington D.C. region, $3,469 in the Atlanta, @&oregion and $960 in the Raleigh, N.C. region.

During 2006, the Company evaluated its projectdetiermine if recorded carrying amounts were reaer This evaluation resulted in
impairment charges of $51,200 for the year endezeBer 31, 2006. Of the $51,200 in impairment obsudyring 2006, $39,900 was
incurred during the fourth quarter of 2006.

The following table summarizes impairment charges arite-offs for the twelve months ended Deceng#r2007, 2006 and 2005:

Twelve Months Ended
December 31,

2007 2006 2005
Impairments $68,78¢ $51,20( $1,21¢
Write-offs 9,47¢ 6,22¢ —

$78,26¢ $57,42¢ $1,21¢

After impairments and write-offs, real estate helddevelopment and sale consists of the following:

December 31,

2007 2006
Land and land development co $ 84,44¢ $232,69:
Cost of construction (including capitalized intdrasd real estate taxe 119,41: 172,45:
Total $203,86: $405,14:

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

December 31,

2007 2006
Computer equipment and capitalized softw $ 2,14 $2,22¢
Furniture and fixture 33€ 371
Office equipmen 30¢ 282
Leasehold improvemen 78 64C
2,86¢ 3,521

Less: accumulated depreciati (1,329 (79¢)
$1,53¢ $2,72:¢
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Depreciation expense, included in “selling, geneaat administrative” in the consolidated finana@tements of operations, amounted
to $852, $357 and $172 for the years ended Dece&ih@007, 2006 and 2005, respectively. During 20@7Company wrote off
approximately $604 of leasehold improvement ccadtested to the reduction of leased office space.

7. INVESTMENT IN REAL ESTATE PARTNERSHIP

In 2001, prior to the Company’s acquisition of Cémek Service in December of 2004, Comstock Servaminvested $41 in North
Shore Investors, LLC (“North Shore”) for a 50% owstep interest. North Shore was formed to acquii develop residential lots and
construct single family and townhouse units. In208s a result of recognizing its share of netdssscurred by North Shore, Comstock
Service reduced its investment in North Shore 0toThe Company, as part of the acquisition of CogisService in December 2004,
recorded this investment in North Shore at $0.

On June 28, 2005 the Company received a capitairoal North Shore in the amount of $719 so thattN&hore could comply with
certain debt repayments. Because the Company bawielbeen obligated to provide future financialpgrpto cover certain debt repayments,
the Company recorded its share of losses inculyeddsth Shore in the accompanying financial statei:i@ the amount of $171.

During the third quarter of 2005, the Company, anager of an affiliated entity, exercised its optights to purchase the project
acquisition, development and construction loan nfadéhe benefit of North Shore. The Company finatl the purchase of the loans on or
about September 8, 2005, and issued a notice afifeinder the acquisition and development loanaturity on September 30, 2005. The
Company then filed suit for collection of the loatminst one of the individual guarantors undeldhe on or about October 21, 2005 and
initiated foreclosure proceedings on or about Nadveni8, 2005. On or about December 22, 2005, tigidual guarantor subject to the
earlier suit filed a countersuit against two of tfficers of the Company who were also individuahgantors under the acquisition and
development loan. The Company has agreed to indgitin@se officers.

The Company, as manager of an affiliated entityasd held a foreclosure sale on March 24, 20G6hich it was the highest bidder.
However, transfer of title to the property was glethpending judicial resolution of a suit filed blarch 24, 2006 by the non-affiliated 50%
owner of North Shore. On June 30, 2006, the Compamyts own behalf and on behalf of affiliate$edi an additional lawsuit expanding the
number of party defendants, demanding equitabiefreind demanding $33,000 in damages.

On April 10, 2007, the parties executed a settldragreement whereby a company associated withaheaffiliated 50% owner of the
North Shore project purchased the Comy's development rights to North Shore for approxieha$3,750 to settle all claims against the
Company and its investors. All litigation has be#smissed with prejudice and the Company receiliegptoceeds from the settlement in
April 2007. As a result of the settlement, durihg three month ended March 31, 2007 the Compamyded a charge of approximately $357
to write off its investment in North Shore and red@mounts due from North Shore to the net redézaddue. During the three months ended
June 30, 2007, additional costs of $132 relatetiedNorth Shore settlement were incurred and waritiié. During the six months ended
December 31, 2007, no additional costs relatedegd\orth Shore settlement were incurred. No aduificosts related to the North Shore
settlement are expected to be incurred.
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10.

OTHER ASSETS
Other assets consist of the following:

December 31,

2007 2006
Contract land deposi $ — $ 2,52¢
Restricted escrow depos 4,65( 2,231
Prepaid income taxes( 13,74: 4,46(
Miscellaneous prepaid and ott 3,66¢ 4,89¢

$22,05¢ $14,11¢

Prepaid income taxes include approximately @2, expected tax benefits as a result of a taxkisls incurred for the twelve months
ended December 31, 2006. Prepaid income tax repe$#3,801 in expected tax benefits as a resulttakable loss incurred for the
twelve months ended December 31, 2(

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

December 31,

2007 2006
Trade payable $14,14: $32,99(
Warranty 1,537 1,66¢
Customer deposit 3,02( 14,93¢
Other 3,26¢ 6,08¢

$21,96: $55,68(

NOTES PAYABLE, SENIOR UNSECURED DEBT AND COVENANTS

The Company has outstanding borrowings with varfmancial institutions and other lenders which &éidéeen used to finance the

acquisition, development and construction of resdte property. Notes payable consist of the falgw

(@)

December 31,

Debt Due 2007 2006
Secured acquisition, development and constructitesta) Various $111,25! $218,46:
Secured revolving credit line(| May 2009 28,06: 39,98:
Senior unsecured note( June 201 30,00( 30,00(
Unsecured term loans( Various 1,79 6,764
Subordinate secured nof Various 10C 197

Total $171,21. $295,40:

Secured acquisition, development and constructh notes

We have several loans with various banks that geus with specific project financing. These loaressecured by specific project

assets and are used for land acquisition, developamal construction. The loans bear interest abvarates, based on Prime or LIBOR
benchmarks with a certain amount of additional ©asints
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added. At December 31, 2007 the weighted averagedstate was approximately 8.2%. The Companygigired to maintain certain financ
covenants with these various institutions. Undertdrms of the agreement, the Company is requireagintain a specified EBITDA to debt
service ratio, a minimum tangible net worth, anckimaim leverage ratio. At December 31, 2007, the @amy was not in compliance with
the covenants. In February of 2008 the Companyesstally re-negotiated all covenants for the pedodering December 31, 2007 such that
the Company was in compliance at December 31, ZI& notes mature at various times between Mar6B 206d December 2008.

(b) Secured revolving credit line

In May 2006 the Company entered into a $40,000dvang base revolving credit agreement secured hyiceproject assets. The
interest rate is 30 day LIBOR plus 2.75% maturingyh2009. At December 31, 2007 the interest rateais%. Under the terms of the
agreement, the Company is required to maintaireaifipd EBITDA to debt service ratio, a minimum gésie net worth, a maximum levera
ratio and a global sold to unsold ratio. As of Draber 31, 2007, approximately $27,400 was outstandith this facility. In February 2007
the Company entered into a Forbearance Agreemémting lender which reduced the covenants and mditad the ability of the lender to
claim an event of default as a result of non-coarpe with certain financial covenants of the oddjiloan. The Forbearance Agreement runs
until March 31, 2008.

(c) Senior unsecured note

In May 2006 the company closed on a $30,000 seunibordinated note offering. The term of the nots ttérty years, maturing June
2036, and could have been retired after five yedtts no penalty. The interest rate was fixed aP%#for the first five years after which it
converted to a floating rate of LIBOR plus 4.2% fioe remaining twenty-five years. In March of 208% Company retired the notes and
closed on a new Senior Unsecured note offering thithsame lender in the same amount at the samefratterest. The new $30,000 note
had a term of 10 years and required a lower fixeat@e coverage ratio and a lower tangible net woith a phased increase to levels
consistent with the original junior subordinatedend’ he new notes also required the Company tdecegal maintain an interest reserve in
amount equivalent to three quarters of interestrayts until the original fixed charge coverageoratas sustained for four consecutive
quarters. The original purchasers of the newlyadsuote had a right, at their option, to force #8Q pay down on or after September 30,
2007 for so long as they were the owners of thesadduring the third quarter of 2007, the lendeghts were assumed by the note holder’s
creditor. In October 2007 and again in February8®@ Company received a waiver from the notedrdccreditor(s) regarding any defaults
that resulted from covenant compliance calculatfonshe quarter ending September 30, 2007 andmkee 31, 2007. In addition, the wai
extended to March 14, 2008 the date after whicitte holder could require a $2,000 principal reitmc

(d) Unsecured term loans

At December 31, 2007 we had $1,797 outstandingrunaecured term loan agreements with two lendisgtutions. These unsecured
loans have a weighted average stated rate of gttef@pproximately 7.6%. There are no financialemants associated with these loans. The
notes mature at various times between March 208 Dexember 2007.

As of December 31, 2007, maturities of all of oarrbwings are as follows:

Year ending December 3

2007 (past due 6,57¢
2008 92,00¢
2009 27,37¢
2010 15,25¢
2011 and thereaftt 30,00(
Total $171,21-
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For the years ended December 31, 2007, 2006 arfsl a§Qregate debt had a weighted average anneatieff interest rate of 8.4%,
9.7%, and 9.2%, respectively.

11. COMMON STOCK

As discussed in Note 1, the Company immediatelyrpd the IPO as a result of its merger with Comistdoldings, had 4,333 and
2,734 shares Class A and B common stock outstan@iags A and B common stock shares bear the seom@mic rights. However for
voting purposes, Class A stock holders are entttieshe vote for each share held while Class Bkshadders are entitled 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 solbiditional 594 shares of
Class A common stock pursuant to the underwritexstcise of their over-allotment option.

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

On May 12, 2006 (the “Closing Date”), the Companmpleted a private placement (the “PIPE”) to ingititnal and other accredited
investors of 2,121,048 shares of Class A commorkstad warrants exercisable into 636,316 shar€asfs A common stock. The Company
sold the securities for $9.43 per share for totatpeds of approximately $20,000 and net procekdpmoximately $18,700. The per share
price of $9.43 represented a premium of approxilnd#.6% to the closing price of the Company’s comnnstock on the date the purchase
was completed. The net proceeds were used for glecmporate purposes. The warrants issued in adionewith the PIPE were five-year
warrants exercisable at any time after Novembe2@06 with an exercise price of $11.32 per share.

Under EITF 00-19 ‘Accounting for Derivative Financial Instruments &ed to, and Potentially Settled in, a Company’sitocK’,
the fair value of the warrants issued under th&eFi&ve been reported as equity instruments bec¢hedigjuidated damages, which are cay
at 10%, reasonably represent the difference bettveenalue of a registered share and an unregisstrare of the Company’s common stock.

In February 2006 the Company’s Board of Directartharized the Company to purchase up to 1,000,0@€es of the Company’s
Class A common stock in the open market or in pelyanegotiated transactions. The authorizationnditlinclude a specified time period in
which the shares repurchase would remain in effagting the twelve months ended December 31, 20@5Company repurchased an
aggregate of 391,000 shares of Class A common $tocktotal of $2,439 or $6.23 per share. The Camyphas no other repurchase progr
at this time

12. RELATED PARTY TRANSACTIONS

In April 2002 and January 2004, the Predecesseredtnto lease agreements for approximately 7d78a81 square feet, respectively,
its corporate headquarters at 11465 Sunset Hill@lRReston, Virginia from Comstock Partners, Lri@w known as 11465 SH-I, LC), an
affiliate of our Predecessor in which executiveaaffs of the Company, Christopher Clemente, Gre@enyson, and others are principals.
Christopher Clemente owns a 45% interest, GregerysBn owns a 5% interest, an entity which is owarezbntrolled by Christopher
Clemente’s father-in-law owns a 45% interest, amdrelated third party owns a 5% interest in CaisPartners. On September 30, 2004,
the lease agreements were canceled and repladedevitleases for a total of 20.6 square feet widm&tock Asset Management, L.C., an
entity wholly owned by Christopher Clemente. Tgayments made under this lease agreement wereadld?ZDecember 31, 2004. On
August 1, 2005, the lease agreement was amendeah falditional 8.4 square feet. On March 31, 26@7d¢ase agreement was amended
decreasing the total square footage from 29.0 tb 2dd extending the term for two additional ye@istal payments made under this lease
agreement were $720 and $751, respectively foivielve months ended December 31, 2007 and 2006.
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In May 2003, the Predecessor hired a constructompany, in which Christopher Clemente’s brothevegms the President and is a
significant shareholder, to provide constructiorvies and act as a general contractor at the Coy'g8elmont Bay developments. For the
twelve months ended December 31, 2007, 2006 angl, 20@&l payments made to the construction compeerg $3,249, $6,523 and $10,038,
respectively.

During 2003, the Predecessor entered into agresmsgtit I-Connect, L.C., a company in which Investbtanagement, LLC, an entity
wholly owned by Gregory Benson, holds a 25% intierfes information technology consulting servicegldhe right to use certain customized
enterprise software developed with input from tloenpany. The intellectual property rights associatét the software solution developed
by I-Connect, along with any improvements madedteeby the Company, remain the property of I-Cohriear the twelve months ended
December 31, 2007, 2006 and 2005, the Company®3@€, $471 and $485, respectively to I-Connect.

In October 2004, the Predecessor entered into @eagnt with Comstock Asset Management, L.C. (CAMjere CAM assigned the
Company first refusal rights to purchase a portibtheir Loudoun Station properties. In partial soleration for this performance the
Company agreed to provide management servicesfém af $20 per month. This agreement was termihefiective December 31, 2006. |
the twelve months ended December 31, 2007 and @2@06ompany recorded $0 and $240 in revenue, régplgc from this entity.

In addition, the Company, in November 2004, enténémlan agreement with CAM to sell certain retaihdominium units at the Eclip
at Potomac Yard project for a total purchase pofc®14,500. In connection with this sale, the Compeeceived a non-refundable deposit of
$8,000 upon execution of the agreement. The agneewes modified in 2005, which reduced the depasibunt to $6,000. During the year
ended December 31, 2006, the Company incurred B5@@sts associated with the construction of thailranits and recorded a receivable of
$377 which is reimbursable by CAM. On December2fl}7, the Company completed the delivery of thailrenits. The receivable balance
outstanding as of December 31, 2007 is $40.

During the twelve months ended December 31, 20006 2nd 2005, the Company entered into sales atati@sell homes to certain
employees of the Company. The Company, in ordatttact, retain, and motivate employees maintaingrae ownership benefit program.
Under the home ownership benefits, an employeeveseertain cost benefits provided by us when lpagsing a home or having one built by
us. Sales of homes to employees for investmeniogegodo not qualify for any cost benefits.

In June 2007, in connection with the bulk salehaf Bellemeade condominiums the Company repurchasedyle condominium in the
community which was owned by an entity controllgdGiristopher Clemente. The purchase price was.$205

In September 2005, Comstock Foundation, Inc., weated. Comstock Foundation is a not-for-profitamigation organized exclusively
for charitable purposes within the meaning of $er§01(c)(3) of the Internal Revenue Code and iafillmte of the Company. The affairs of
Comstock Foundation are managed by a fieeson board of directors with Christopher ClemeB@tregory Benson, Bruce Labovitz and Tr
Schar (employee of the Company and spouse of Gphst Clemente) being four of the five. The Compalsyp provides bookkeeping
services to Comstock Foundation at no charge. Qulia year ended December 31, 2007, 2006 and p@0Gdmpany donated $2, $59 and
$100, respectively, to Comstock Foundation.

13. EMPLOYEE BENEFIT PLANS

The Company maintains a defined contribution reteat savings plan pursuant to Section 401(k) ofriternal Revenue Code (the
“Code"). Eligible participants may contribute a portion béir compensation to their respective retiremenbants in an amount not to exci
the maximum allowed under the Code. In January
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2006, the Company began matching employee coniitmit The total amount matched for the twelve me2B07 and 2006, was $121 and
$135, respectively. The Company also maintainsrapl&ee Stock Purchase Plan in which eligible eygxs have the opportunity to
purchase common stock of the Company at a discdymmtee of 85% of the fair market value of the &toa the designated dates of purchase.
Under the terms of the plan, the total fair markatie of the common stock that an eligible emplayes purchase each year is limited to the
lesser of 15% of the employee’s annual compensati&i5. Under the plan, employees of the Compamgtased 20,763, 18,231 and 7,817
shares of Class A common stock, for the twelve imenhding December 31, 2007, 2006 and 2005, regplgct

14. RESTRICTED STOCK, STOCK OPTIONS AND OTHER STOCK PLANS

Effective January 1, 2004, the Company adoptedatin@alue recognition provisions of SFAS 123(RjioPto December 14, 2004, the
Company did not sponsor any stock based plans.

On December 14, 2004 the Company adopted the 200¢-Lerm Compensation Plan (“The Plan”). The plasviles for the issuance
of stock options, stock appreciation rights, or SARstricted stock, deferred stock, dividend egjeits, bonus stock and awards in lieu of
cash compensation, other stock-based awards afadrpance awards. Any shares issued under the Rstrtypically over service periods
that range from one to five years. Stock optiossésl under the plan expire 10 years from the thetedre granted.

The Plan provided for an initial authorization ¢530 shares of Class A common stock for issuareretimder, plus an additional ann
authorization effective January 1, 2006 equal &lésser of (i) 3% of the Class A common stocktaniding on the date of determination,
(i) 500 shares or (iii) such lesser amount as begetermined by the Company’s Board of Directior§September 2007 shareholders
approved an amendment to The Plan increasing timbeof shares reserved and available for grant ft550 to 2,550 and an automatic
annual increase provision that increases the nupftRlan shares reserved and available for grathéyesser of the number of shares
outstanding or 750 shares.

In December 2007, the Company’s Board of Directarthorized the accelerated vesting of substantligutstanding unvested
restricted stock awards held by employees repriegeapproximately 845 shares. As a result of treekecation, the Company recognized
approximately $4,200 of compensation expense duheglth quarter of 2007, thereby eliminating teedto recognize these expenses in
future periods.

In December 2007, the Company’s Board of Directarthorized the cancellation of all outstanding @gstnd unvested stock options
representing approximately 200 shares. In connetfierewith, the Company recognized approximat&ge$of compensation expense
associated with the subject options during thegdidorter of 2007, thereby eliminating the need tmgaize these expenses in future periods.

In December 2007, the Company’s Board of Directarthorized the granting of 647 new stock optionraao certain Company
employees, with a $1.00 per share exercise price.nEBw stock options were issued to employees latvals of the company (excluding the
CEO) with the $1.00 exercise price set above tha turrent market price in an effort to furthegalthe interests of the workforce as a whole
with the interests of shareholders. The new stqtions will vest over a four year period. Over ther year vesting period the Company will
recognize compensation expense of approximatel® $26ociated with the new options during 2008-2011.

The following equity awards were outstanding at &wsber 31,

2007 2006 2005

Stock options 647,00( 207,14 213,99¢
Restricted stock gran 196,08« 617,82 273,89:.
Total outstanding equity awar 843,08: 824,97 487,88«
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On December 31, 2007 the following amounts werdabla for issuance under the plan:

Shares available for issuance at December 31, 927
Additions to plar 1,70%
Restricted stock grants and opti— Issuec (1,692
Shares issued under employee stock purchase (21)
Restricted stock grants and opti— Forfeited or cancelle 32C
Shares available for issuance at December 31, 1,241

The fair value of each option award is calculatedhi® date of grant using the Black-Scholes optidicing model and certain subjective
assumptions. Because the Company does not haveieniftrading history, expected volatilities a@sbd on historical volatilities of
comparable companies within our industry. We edtinfiarfeitures using a weighted average histofficdeiture rate. Our estimates of
forfeitures will be adjusted over the requisitevémr period based on the extent to which actudéfiures differ, or are expected to differ, fr
their estimate. Due to lack of history, the expédiees are based on management’s best estimaties tine of grant. The risk-free rate for
the periods is based on the U.S. Treasury rateent at the time of grant. The following tablersuarizes the assumptions used to calculate
the fair value of options during 2007. There weseoption grants during 2006.

2007 200€
Weighted average fair value of options grar $0.3:  N/A
Dividend yields N/A  N/A
Expected volatility 58.3%- 60.1% N/A
Weighted average expected volatil 59.4% N/A
Risk free interest rate 3.56%- 3.87% N/A
Weighted average expected lives (in ye 6.2¢€ N/A
The following table summarizes information abowicg&toption activity:
Weighted
average

Shares exercise price
Outstanding at December 31, 2( 213,99: $ 19.9¢
Granted — —
Exercisec — —
Forfeited or expires (6,849 23.0C
Outstanding at December 31, 2( 207,14 19.81
Granted 647,00( 1.0C
Exercisec — —
Cancellec (200,299 19.67
Forfeited or expirel (6,849) 23.9(
Outstanding at December 31, 2( $ 647,00( $ 1.0C
Exercisable at December 31, 2( = $ —
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A summary of the Company’s restricted share agtigitpresented below:

Weighted average fai

Shares value at date of grant
Restricted shares outstanding at December 31, 275,31 $ 16.0(
Granted 16,18¢ 24.5¢
Vested (4,069 18.12
Forfeited (13,549 16.2¢
Restricted shares outstanding at December 31, 273,89:. 16.4¢€
Granted 597,94( 9.71
Vested (129,800 (15.09
Forfeited (155,34) 15.6:2
Restricted shares outstanding at December 31, 586,68! $ 9.8¢
Granted 1,023,60. 4.2t
Vested (462,82)) (5.99
Acceleratec (845,32) (7.29
Forfeited (106,059 5.41
Restricted shares outstanding at December 31, 196,08« $ 8.87

As of December 31, 2007, there was $138 of totetemgnized compensation cost related to non-vesttdcted stock issuances
granted under the Plan. This cost is expected fallyerecognized by September 30, 2008.

Total compensation expense for share based payamamigements for the year ended December 31, 280206 was $6,191 and
$2,186 respectively, of which $569 and $347 wadtakged to real estate held for development anel. Sehe total deferred tax (liability)
benefit related to stock compensation as of Dece®be2007 and 2006 amounted to $(273) and $7Gkctisely.

The Company intends to issue new shares of its aamstock upon vesting of restricted stock grantherexercise of stock options.

15. COMMITMENTS AND CONTINGENCIES
Litigation

On August 11, 2005, the Company was served witlogomto compel arbitration resulting from an aliéign of a loan brokerage fee
being owed for placement of a $147,000 project foathe Eclipse at Potomac Yard project. The clairthe base amount of $2,000 plus
interest and costs was based on breach of conitnaeebruary 2007 the Company received a ruling Imanel of arbiters to pay $3,000 under
this claim. The Company posted a cash bond ardi direappeal in the amount of the judgment. The Gmyp writ for appeal was denied in
December 2007; resulting in final judgment beingdered against the Company and the release oa#ifeliond to satisfy payment of the
claim in February 2008.

In accordance with the provisions of its sales agrents, the Company’s subsidiary retained the sameney purchase deposits from
Eclipse project buyers who defaulted on their dilimn to settle. Certain buyers are seeking toiolataefund of their forfeited deposits and
have filed a series of lawsuits and arbitratiofinekacommencing on or around June 28, 2007. Dispdgpdsits in an aggregate amount of
approximately $1.1 million remain in a segregatecrew account and are included in the accomparfyiagcial statements as Restricted
Cash as of December 31, 2007. The Company hascfiledterclaims against the majority of the Eclipagers in the referenced actions.

On December 7, 2007, the Company and a subsidiarg served with a complaint and notice of lis pesdesulting from an allegation
of the subsidiary’s failure to pay $712 allegedledo the seller of property

F-25



in the District of Columbia known as the East Calpitroject. The Compang’subsidiary posted a cash escrow for 1.5 timeartiaunt sougt
in the complaint in order to complete conveyancthefproperty without exception to title and intertd vigorously defend the matter.

The Company has asserted claims against formeradiimg shareholders of Parker-Chandler Homes, la©vomebuilder the Company
acquired pursuant to a stock purchase agreemeA (8&ted January 19, 2006. The Company has madgyticlaims against the $1,000
holdback escrow account established pursuant t8B#eto secure reimbursement and indemnificatioa @sult of a series of claims and
liabilities created by certain omissions and/ormapsesentations allegedly made by the controlllmysholders in the SPA. The Company has
reserved all rights and remedies with respectéddhegoing and certain additional matters.

On February 29, 2008, a subsidiary of the Comphtathis Partners, LLC (“Mathis Partners”), receiveatices of acceleration and
foreclosure from Haven Trust Bank (Lender) pursiargxisting acquisition and construction creddilfties at its Gates of Luberon project.
The aggregate outstanding balance of the indebssdmas approximately $5,221 as of the date of thiees. The notices were issued after
maturity of the indebtedness and Mathis Partneadility to negotiate an extension of the crediilfdes with Lender pursuant to terms and
conditions Mathis Partners deemed satisfactorhdfprocess of foreclosure proceeds as currentigatbby Lender, Mathis Partners and the
Company, pursuant to a guaranty by the CompanyathM Partners’ obligations, may be held respoadinl either the outstanding balance
of the indebtedness or a deficiency judgment shthddgroceeds of a foreclosure sale be less tlaatitstanding balance of the indebtedness.
Mathis Partners and the Company are in the pramfessalyzing their strategic options, which maylide a Chapter 11 reorganization of
Mathis Partners, the special purpose entity thatsotie Gates of Luberon project.

Other than the foregoing, we are not currently scidjo any material legal proceedings. From timgnbe, however, we are named as a
defendant in legal actions arising from our norimadiness activities. Although we cannot accurgteddict the amount of our liability, if an
that could arise with respect to legal actionsemity pending against us, we do not expect thatsaich liability will have a material adverse
effect on our financial position, operating resaltash flows. We believe that we have obtainestjadte insurance coverage, rights to
indemnification, or where appropriate, have esshigld reserves in connection with these legal pobogs.

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 contracts. The Company is requioadsue letters of credit and performance boodbkése third parties as a way of ensuring
that such commitments entered into are met by tmagainy. At December 31, 2007, the Company hasdsgii284 in letters of credit and
$13,595 in performance and payment bonds to thskgarties. No amounts have been drawn agaipsetletters of credit and performance
bonds.

Operating leases

The Company leases office space and model homes nodeancelable operating leases. Future minimum arlaasé payments unc
these leases at December 31, 2007:

Year Ended: Amount
2008 $1,08(
2009 981
2010 76C
2011 43¢
Thereaftel —
Total $3,26(
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Office and model home operating lease rental expaggregated $2,151, $2,209 and $1,416 respectfeelyears ended December 31,
2007, 2006 and 2005.

16. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts reported in the consolidatddrite sheets for cash and cash equivalents, asameeivable, accounts payable,
accrued liabilities and floating rate debt approxienfair value. The carrying amount and fair valfiéxed rate debt are as follows:

December 31,

2007 2006
Carrying amoun $33,25¢ $60,097
Fair value $31,33¢ $61,92¢

Fair value estimates are made at a specific poititrie, based on relevant market information allegfinancial instruments. These
estimates are subjective in nature and involve iaicgies and matters of significant judgment ameréfore, cannot be determined with
precision. Changes in assumptions could signiflgaaffect the estimates.

17. INCOME TAXES

Income taxes are accounted for under the assdiadnility method in accordance with SFAS 109 “Acoting for Income Taxes.”
Deferred tax assets and liabilities are recogniaeduture tax consequences attributable to diffees between the financial statement
carrying amounts of existing assets and liabiliiad their respective tax basis. Deferred tax ass®l liabilities are measured using enacted
tax rates expected to apply to taxable incomeernytars in which those temporary differences apeeted to be recovered or settled. The
effect on the deferred tax assets and liabilitfes change in tax rates is recognized in incontbénperiod that includes the enactment date.

For the twelve months ended December 31, 200 tilepany generated a current year net operatingd'IN§3L") of approximately
$40,200 for federal and state tax purposes, of wapproximately $35,900 will be carried back to 2@dd is expected to result in cash
refunds of federal and state taxes to the Compéaapmroximately $13,200. The remaining NOL of apgmeately $4,200 will be available to
carry forward to offset potential future taxabledme generated over the next twenty years.

Income tax provision consists of the following december 31,:

2007 2006 2005
Current:
Federal $(11,257) $ (2,28)) $15,16(
State (1,95¢) (4249 2,88t
(13,209 (2,705 18,04¢
Deferred:
Federal (17,890 (18,839 (1,417
State (3,399 (3,559 (262)
(21,28 (22,389 (1,679
Other
Valuation allowanct 29,20¢ — —
Tax shortfall related to the vesting of equity agl& 2,72¢ 57C —
Total Income Tax Expens $ (2,559 $(24,52() $16,36¢
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Deferred income taxes reflect the net tax effettemporary differences between the carrying anmohassets and liabilities for
financial reporting purposes and the amounts ugethfome tax purposes. Components of the Compaleferred tax assets and liabilities at
December 31 are as follows:

2007 2006
Deferred tax asset
Inventory $ 26,63: $ 9,64
Warranty 56( 612
Investment in Affiliates 38 25
Net operating loss and tax credit carryforwe 2,54: —
Accrued expense 531 1,21:
Stock based compensati (273) 762
30,03: 12,25¢
Less— valuation allowanc (29,209 (470
Net deferred tax asse 82z 11,78¢
Deferred tax liabilities
Inventory — —
Investment in Affiliates — —
Depreciation and amortizatic (822) (1,596
Net deferred tax liabilitie (822) (1,596
Net deferred tax assets (liabilitie $ — $10,18t¢

As of December 31, 2007, the Company has recordktion allowances for certain tax attributes atiter deferred tax assets. At this
time, sufficient uncertainty exists regarding theufe realization of these deferred tax assetaigfirduture taxable income or carry back
opportunities. If in the future the Company beligteat it is more likely than not that these defdrrax benefits will be realized, the valuation
allowances will be reversed.

As discussed in Note 1, we adopted the provisiéid 48 as of January 1, 2007. As a result of #usption, we recorded a benefit to
the opening accumulated deficit in the amount g663. At December 31, 2007, we had gross unrecedrigx benefits of $77, which was
fully reserved. The reserve was limited to intemsthe net timing difference. A reconciliationtb& beginning and ending amount of
unrecognized tax benefits is as follows:

Balance as of January 1, 2C $—
Additions for tax positions related the currentry —
Additions for tax positions of prior yea 77
Reductions for tax positions of prior yei —
Settlement: =
Balance as of December 31, 2( $77

The unrecognized tax benefits of $77 at Decembg2@a7, would not reduce our annual effective e if recognized. We have
accrued interest and recorded a liability of $74@tesl to these unrecognized tax benefits duringg 2@ do not expect our unrecognized tax
benefits to change significantly over the next Ighths.

We file U.S. and state income tax returns in judsdns with varying statutes of limitations. Th@@ through 2007 tax years generally
remain subject to examination by federal and miagé gax authorities.

F-28



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

2007 _2006 _2005
Statutory Rat: 35.0(% 35.0(% 35.0(%
State income taxe— net of federal benef 3.9%% 4.05% 3.95%
Permanent difference 0.0<% 0.02% (2.79%
Change in effective tax ra (0.02)% (0.09)% (0.09%
Tax reserve (0.79% (0.60)% 1.67%
Tax shortfall related to the vesting of certainiggawards (3.09% (0.88% 0.0(%
Change in valuation allowan: (32.49)% _0.5&% (1.58%

2.85% 38.1% 37.2t%

18. QUARTERLY RESULTS (unaudited)
Quarterly results for the years ended Decembe2@17 and 2006 follow (in thousands, except peresharounts):

Three months ended

March 31, September 3C December 31
June 30,
2007 2007 2007 2007
Revenue: $46,72: $114,30( $ 51,98¢ $ 53,15:
Operating incom: (2,889 (7,899 (70,287 (11,020
Pretax incom; (2,539 (7,599 (69,56%) (10,36%)
Net Income (1,669 (4,669 (42,46¢) (38,70¢)
Basic earnings per she (0.17) (0.29) (2.63) (2.35)
Diluted earnings per sha (0.17) (0.29) (2.63) (2.35)
Three months ended
March 31, September 3C December 31
June 30,
2006 2006 2006 2006
Revenue: $36,59¢ $ 50,691 $ 35,28( $ 123,30¢
Operating incom: 1,77¢ (11,967 (9,709 (45,809
Pretax incom; 1,991 (11,645 (9,409 (45,30¢)
Net Income 1,24C (7,129 (5,759 (28,207
Basic earnings per she 0.0¢ (0.47) (0.3¢) (.79
Diluted earnings per sha 0.0¢ (0.47) (0.3¢) (2.79

Quarterly and year-to-date computations of peresharounts are made independently. Therefore, theo§per share amounts for the
guarters may not agree with per share amountiéoyéar.

As discussed in Note 4, the company acquired P&kandler Homes Inc., during the first quarter @& and Capitol Homes Inc.,
during the second quarter of 2006.

During 2007, the Company recorded total impairnaemt write-off charges of $78,264. Of this amouB9H $7,492, $69,017 and $864
was recorded during the first, second, third andtfoquarter of 2007, respectively. During 200@, @ompany recorded total impairment and
write-off charges of $57,426. Of this amount, $02914, $1,802 and $42,710 was recorded in thie $iesond, third and forth quarter of
2006, respectively.
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19. SUBSEQUENT EVENTS

In January 2008 we entered into an agreement wighhRdWia Bank whereby Wachovia agreed to resetah®ling base aging dates of
certain projects in our borrowing base and we afjtegemporarily limit our borrowings under the fmwing base to $30,000 dollars. This
agreement expires March 31, 2008.

In February 2008 we filed for an approx. $11,20fefal tax refund and an approx. $10,800 stategfund. In connection with these
refunds we entered into a $4,000 short-term loah &fonehenge LC, an entity wholly owned by Chpkter Clemente, our Chairman and
CEO. Greg Benson, our Regional President and a meaflour board of directors and Tracy Schar, Men@ente’s wife participated in the
loan as a non-members. The loan was secured byexrest in our tax refund and was payable uporipeoéthe refund. In March 2008 we
received both tax refunds and paid the Stoneharageih full.

In February 2007 we received a ruling from a paf@rbitrators ordering payment of approximatelyO8® with respect to an allegation
of a loan brokerage fee being owed for placemeat$f47,000 project loan for the Eclipse at Potoleal project and a $67,000 project
loan at Penderbrook. In February 2007 our appesldeaied and the judgment was released from edor&@bruary 2008.

In February 2008 we entered into a loan modificatiod extension agreement with KeyBank relateditdStation View project loan.
Under the terms of the modification the maturitysvextended to May 2008 and the financial covenarte permanently waived. In March
2008 the loan was paid in full.

In February 2008 we entered into a loan modificatiod extension agreement with Corus Bank relatedit Eclipse project
construction loan. Under the terms of the loan rfication the maturity of the loan was extendeduly 2008 and the release rates for payoff
were lowered. The Company agreed to establish@ows with excess settlement proceeds to covemdiefil project costs including interest
and real estate taxes. In March 2008 the loan aakip full.

In March 2008 we entered into a new $40,000 loagh WeyBank National Association. The loan providedding to refinance the
Corus loan at Potomac Yard and the KeyBank lo&@tatton View. Excess proceeds from the loan weegl 63 finance the restructure of the
Company’s senior unsecured notes, pay fees ansg ebdte new loan, and provide the Company withkivgy capital. The loan has a three
year term and bears interest at a rate of LIBOR A0 basis points. The new loan has no finanokmants other than minimum perior
curtailments from settlement proceeds commencingcMal, 2009.

In January 2008 we entered into an agreement hitmoteholder of our $30,000 senior secured noteghich we were granted the
option to either retire $23,000 of the note by pgy$8,000 in cash to the noteholder in March 20@8issue a warrant to purchase one mi
shares of our Class A common stock at $0.70 cedacge the note by $30,000 by paying noteholderd®056in cash in March 2008. In March
2008 we amended the agreement to limit our optiamaking a $6,000 payment to the Noteholder, ergdrito a $9,000 amended and
restated indenture with the Noteholder and issthiegNoteholder a warrant to purchase 1.5 millioarsh of our Class A Common Stock at
$0.70 per share. In exchange the Noteholder woadtghe Company a $15,000 discount to the outstgrithlance. The Company executed
on its option in March 2008. Under the terms ofdheended and restated five year note the Compasupject to a $35.0 minimum tangible
net worth, a 0.5 to 1.0 interest coverage ratioaBd to 1.0 maximum leverage ratio.
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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
Amendment No. 1 to the annual report be signedobehalf by the undersigned, thereunto duly aigbdr

COMSTOCK HOMEBUILDING COMPANIES, INC.
Date: March 24, 200
By: /s/__CHRISTOPHERC LEMENTE

Christopher Clement
Chairman and Chief Executive Offic

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

Signature Capacity Date
/s|  CHRISTOPHERC LEMENTE Chairman of the Board of Directors March 24, 2008
Christopher Clemente and Chief Executive Officer (Principal

Executive Officer]

* Regional President, Southeast March 24, 2008
Gregory V. Bensol
/s/ BRUCEJ. LABOVITZ Chief Financial Officer March 24, 2008
Bruce J. Labovit: (Principal Financial Officer)
/sl JEFFREYR. D AUER Chief Accounting Officer March 24, 2008
Jeffrey R. Daue (Principal Accounting Officer)
* Director March 24, 2008

A. Clayton Perfa

* Director March 24, 2008
David M. Guernse'

* Director March 24, 2008
James A. MacCutchec

* Director March 24, 2008
Norman D. Chirite

* Director March 24, 2008
Robert P. Pincu

* Director March 24, 2008
Socrates Verse

By: /s/  BRuceJ. LABovITZ March 24, 2008
Bruce J. Labovitz
Attorney-in-Fact




Exhibit
Number
3.12)
3.2(2)
4.1(1)
10.1(1)
10.2(1)
10.3(1)
10.4(1)

10.5(1)

10.6(2)
10.7(2)
10.8(2)
10.9(1)
10.10(1)

10.11(1)

10.12(1)
10.13(1)
10.14(2)
10.15(1)
10.16(1)
10.17(2)
10.18(2)
10.19(2)
10.20(1)
10.21(1)
10.22(1)
10.23(1)
10.24(1)

10.25(1)
10.26(2)

Exhibit
Amended and Restated Certificate of Incorpora

Amended and Restated Byla

Specimen Stock Certifica

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

Agreement of Sublease, dated as of October 1, 2Gifd Comstock Asset Management, L
Loan Agreement, dated December 17, 1997, as amgwitadBank of America, N.A

Disbursement and Construction Loan Agreement astubsement and Development Loan Agreement, eaeld dattober 10,
2002 and as amended, with Branch Banking and Tostpany of Virginia

Disbursement and Construction Loan Agreement arglisdtion, Disbursement and Development Loan agesgneach dated
July 25, 2003, with Branch Banking and Trust ConypaiVirginia.

Loan Agreement, dated January 25, 2005, with CBard, N.A.
Completion Guaranty, dated January 25, 2005 inrfaf@€orus Bank, N.A
Carve-Out Guaranty, dated January 25, 2005, in favorau€ Bank, N.A
Form of Indemnification Agreeme

Form of Promissory Note to be issued to each ofstipher Clemente, Gregory Benson, James Keenaamnce Golub by
each of Comstock Holding Company, Inc., Comstocknés, Inc., Sunset Investment Corp., Inc. and Carks$ervice Corp.,
Inc.

Form of Tax Indemnification Agreement to be entergd by each of Christopher Clemente, Gregory Bandames Keena and
Lawrence Golub with each of Comstock Holding Comypdnc., Comstock Homes, Inc., Sunset InvestmempCdnc. and
Comstock Service Corp., In

2004 Lon-Term Incentive Compensation Pl

Form Of Stock Option Agreement under the 2004 I-Term Incentive Compensation Pl

Form Of Restricted Stock Grant Agreement unde20@4 Lon¢-Term Incentive Compensation Pl

Employee Stock Purchase P

Purchase and Sale Agreement, dated as of Apr2@%53, as amended, with Crescent Potomac Yard Dewelot, LLC
Purchase and Sale Agreement, dated as of NovemB609, as amended, with Fair Oaks Penderbrooktéyests L.L.C.
Real Estate Purchase Contract, dated as of Feb4u2605, with Westwick Apartments LL

Services Agreement, dated March 4, 2005, with Cooksf\sset Management, L.

Employment Agreement with Christopher Cleme

Employment Agreement with Gregory Bens

Employment Agreement with Bruce Labov

Confidentiality and No-Competition Agreement with Christopher Cleme

Confidentiality and No-Competition Agreement with Gregory Bens

Confidentiality and No-Competition Agreement with Bruce Labov
Description of Arrangements with William Bensi



Exhibit
Number

10.27(2)
10.28(1)
10.29(2)
10.30(3)
10.31(3)

10.32(3)
10.33(3)
10.34(4)
10.35(4)
10.36(4)
10.37(3)
10.38(5)

10.39(5)
10.40(5)
10.41(6)

10.42(6)
10.43(7)

10.44(7)
10.45(7)

10.46(7)
10.47(8)

10.48(8)
10.49(8)

10.50(8)
10.51(8)

10.52(8)
10.53(8)

Exhibit
Description of Arrangements with David How

Trademark License Agreeme

Purchase Agreement, dated as of November 12, 2@840omstock Asset Management, L

Agreement of Purchase and Sale, dated June 23, Bp@Hhd between Comstock Carter Lake, L.C. and Edrter, L.L.C.

Agreement of Purchase and Sale, dated Septemb20@8, by and between Comstock Bellemeade, L.CBatiemeade Farn
Investors, LLC et. a

Loan Agreement, dated September 28, 2005, by amkba Comstock Bellemeade, L.C. and Bank of AmehCa.
Guaranty Agreement, dated September 28, 2005,ebRégistrant in favor of Bank of America, N.

Life Insurance Reimbursement Agreement with WilliBorBenstel

Life Insurance Reimbursement Agreement with Bruabdvitz

Description of Reimbursement and Indemnificatiomafaigement with Christopher Clemente and GregorysBe
Agreement of Purchase and Sale, dated June 23, Bp@Hhd between Comstock Carter Lake, L.C. and Edrter, L.L.C.

Stock Purchase Agreement with Parker-Chandler Homesand the Selling Stockholders identified #iey dated as of
January 19, 200

Loan Agreement, dated January 31, 2006, by anddegtv\@omstock Carter Lake, L.C. and Bank of Amefica.
Guaranty Agreement, dated January 31, 2006, bRrégistrant in favor of Bank of America, N.

Form of purchase agreement, dated as of May 5,, 230émended as of May 9, 2006, by and betwee@dhgpany and the
purchasers identified there

Form of warrant
Note Purchase Agreement with Kodiak Warehouse ldafed as of May 4, 20(

Junior Subordinated Indenture with Wells Fargo Banl., dated as of May 4, 20(
Credit Agreement with Wachovia Bank, N.A., datedBMay 26, 200¢

Stock Purchase Agreement with Capitol Homes, Ind.the Selling Shareholders identified thereinedats of May 1, 200

Letter, dated October 18, 2007, from Friedlandes|éd, Sloan, Kletzkin & Ochsman, PLLC to the Régiat and Comstock
Bellemeade, L.C

Purchase and Sale Agreement by and between ConfStokryside L.C. and Merion-Loudon, LC, dated BBecember 21,
2006

Marketing and Sale Agreement by and between ComsIoantryside LC and Merion-Loudon, L.C., dated&Becember 21,
2006

Consulting Agreement with The Merion Group, LC,athas of December 21, 20

Loan Modification Agreement, dated as of Decemli¥&2 by and among the Registrant, Highland Avermapétties, LLC an
Bank of America, N.A

Amended and Restated Guaranty Agreement, datechibere2006, by the Registrant in favor of Bank ofekioa, N.A.

Loan Modification Agreement, dated as of Decemli¥&2 by and among the Registrant, Comstock Homédlaffita, LLC,
Comstock Homes of Myrtle Beach, LLC and Bank of Aiwe, N.A.



Exhibit

Number Exhibit
10.54(8) Amended and Restated Guaranty Agreement, datechibere?2006, by the Registrant in favor of Bank ofekioa, N.A.

10.55(8) First Loan Modification Agreement, dated as of Dmber 2006, by and among the Registrant, ComstotikrBeade, L.C.,

Bank of America, N.A. and Lenka E. Lundsi

10.56(8) Second Loan Modification Agreement, dated as ofdbdwzer 22, 2006, by and between the Registrant ané Bf America,

N.A.

10.57* Loan and Security Agreement, dated as of Febru@®g 2by and between the Registrant and Stonehamugirfg, LC.

10.58* Guaranty Agreement, dated as of February 2008,dmstock Potomac Yard, L.C. in favor of Stonehengeding, LC.

10.59* Supplement to Indenture, dated as of January B,280and between the Registrant and Wells FargdBd.A.

10.60* Amended and Restated Indenture, dated as of March0D8, by and between the Registrant and Welgd-Bank, N.A.

10.61* Loan Agreement, dated as of March 14, 2008, byaamong Comstock Station View, L.C., Comstock Potomaud, L.C., and
KeyBank National Associatiol

10.62* Unconditional Guaranty of Payment and Performadated as of March 2008, by the Registrant in fafdteyBank National
Association.

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 on Form 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 Chigfhancial Officer pursuant to Section 906 of Sags-Oxley Act of 200z

*

(1)

()
(3)

(4)
()
(6)
(7)
(8)

Filed herewith

Incorporated by reference to an exhibit toRegistrant’s Registration Statement on Form S-Bnasnded, initially filed with the
Commission on August 13, 2004 (No. -118193).

Incorporated by reference to an exhibit to the Biegin’s Annual Report on Form -K filed with the Commission on March 31, 20(

Incorporated by reference to an exhibit toRegistrant’s Quarterly Report on Form 10-Q filednathe Commission on November 14,
2005.

Incorporated by reference to an exhibit to the Begin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20
Incorporated by reference to an exhibit to the Begin’s Annual Report on Form -K filed with the Commission on March 16, 20(
Incorporated by reference to an exhibit to the @urReport on Form-K of the Registrant filed with the Commission onWkD, 2005
Incorporated by reference to an exhibit to the Biegin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20
Incorporated by reference to an exhibit to the Begin’s Annual Report on Form -K filed with the Commission on March 16, 20(



Exhibit 10.57
LOAN AND SECURITY AGREEMENT

THIS LOAN AND SECURITY AGREEMENT (this “ Agreement) is made as of the day of February, 2008 by and between
STONEHENGE FUNDING, LC , a Virginia limited liability company, (* Lend€), whose address is 11465 Sunset Hills Road, #620,
Reston, Virginia 20190 andOMSTOCK HOMEBUILDING COMPANIES, INC., a Delaware corporation (“ Borrow&, whose address
is 11465 Sunset Hills Road, Suite 500, Reston,ikiag20190. All capitalized terms otherwise undefirherein shall have the meanings
specified in Article | of this Agreement, unlesg ttontext otherwise requires.

BACKGROUND:

A. To provide a source of funds for the purposexcdbed in Section 2.1, the Borrower has requettaiithe Lender enter into this
Agreement and agree to make the Loan to the Borrowe

B. The Lender has agreed to make the Loan to the®er subject to the terms and conditions sehfbdrein.

NOW, THEREFORE, with the foregoing background incorporated belowdfgrence and made a part hereof, and intendibg to
legally bound, the Lender and the Borrower agrefelésns:

ARTICLE |
DEFINITIONS

Section 1.1Definitions . In this Agreement (except as otherwise exprgaslyided for or unless the context otherwise rezg)irdefine
terms may be used in the singular or plural, theeafsany gender includes all other genders, andoll@ving terms have the meanings
specified in the foregoing recitals:

Borrower
Lender

In addition, the following terms shall have the miegs specified in this Article, unless the contetkterwise requires:
“ Affiliate " shall have the meaning as defined in 11 U.S.©184s in effect from time to time, except that téren “Borrower” shall be
substituted for the term “Debtor” therein.

“ Agreement’ means this Loan and Security Agreement (includiclgedules and exhibits annexed hereto), as oligieecuted or, if
amended, varied or supplemented from time to tameso amended, varied or supplemer



“ Business Day means a day of the year other than a Saturdayj&uor any day which shall be in the Commonweailt¥irginia a
legal holiday or a day on which banking institutare required or authorized to close.

“ Closing Date” means the date of the execution and deliveryisf Agreement by the Lender and the Borrower.

“ Code” means the Uniform Commercial Code, as presemity/tereafter enacted in the Commonwealth of ViggiAiny term used in
this Agreement and in any financing statement fiiedonnection herewith which is defined in the €aohd not otherwise defined in this
Agreement or in any other Loan Document has theningayiven to the term in the Code.

“ Collateral” means the anticipated refund of Borrower’s 208defral income tax as shown on Borrower’s 2007 fddecome tax
return attached hereto as Schedule 5.5(d). Ifthieipated refund is denied, or Lender reasonablietses that receipt of the anticipated
refund will be delayed beyond the Maturity Datdte# Note, Lender may request in writing that Boreowwvithin fifteen (15) days after
receipt of Lender’s request, provide substitutéatetal satisfactory to Lender, as determined hydee in its sole and absolute discretion.

“ CORUS Loan” means that certain loan in the original amoun$b47,5000,000 by and between Comstock Potomac, Yatd, as
Borrower, and CORUS Bank, N.A., as Lender, as rparéicularly described and set forth in that cert@onstruction Loan Agreement made
as of the 22dday of November, 2004, as amended.

“ Default Amount” means (a) the aggregate amount of all sums facimal and interest, including late charges themaah respect to
the Loan, and all other sums which are then dueuapdid in connection therewith; and (b) the irdemn the foregoing sums, at the Default
Rate.

“ Default Rate’ has the meaning set forth in the Note.

“ Environmental Activity” has the meaning set forth in Section 3.19 hereof.

“ ERISA " means the Employee Retirement Income SecurityoAd974, as amended, and the rules and regulatiensunder,
including any amendments and successor provisiwreto.

“ Event of Default” means any event specified in Article VIII, proeid that there shall have been satisfied any regeintin
connection with such event for the giving of notizethe lapse of time or both; “ Defallor “ default” means any of such events, whether or
not the giving of notice or the lapse of time ag ttappening of any further condition, event orshetll have been satisfied.
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“ GAAP " means, as of the date of any determination vépect thereto, those accounting principles aggica the preparation of
financial statements, as promulgated by, or nainsistent with, those of the Financial Accountintigrslards Board, or such other body or
bodies as may be recognized as authoritative bjtherican Institute of Certified Public Accountants any successor body, consistently
applied and maintained throughout the relevanipleaind from period to period.

“ Governmental Authority means the United States government, any Stgpeldical subdivision thereof and any entity exsieg
executive, legislative, judicial, regulatory or admtrative functions of or pertaining to, governme

“ Guarantor’ means Comstock Potomac Yard, L.C.

“ Guaranty” means the guaranty to be given by Comstock Potovizad, L.C. for the benefit of the Lender in resipef the Loan, the
form of which is attached here as Schedule 1.

“ Hazardous Substanc&sas the meaning set forth in Section 3.19 hereof.

“ Indebtedness means all of the obligations of the Borrower whii accordance with GAAP, should be classifiedruthe Borrowess
balance sheet as liabilities, or to which referestveuld be made by footnotes thereto, including et limitation, in any event and whethe
not so classified: (a) all debt and similar monetabiligations of the Borrower, whether direct adinect; (b) all obligations of the Borrower
arising or incurred under or in respect of any gnties (whether direct or indirect) by the Borrowéthe indebtedness, obligations or
liabilities of any other Person; and (c) all obtigas of the Borrower arising or incurred undeirorespect of any mortgage, lien, pledge,
charge, security interest or other encumbrance opam property owned by such Person, even though Person has not assumed or bec
liable for the payment of such obligations.

“Lien " means any mortgage, deed of trust, pledge, sgdaterest, hypothecation, assignment, deposingigment, encumbrance, lien
(statutory or other), or preference, priority dnext security agreement or preferential arrangenchiar,ge or encumbrance of any kind or
nature whatsoever (including, without limitatiomyaconditional sale or other title retention agreemany financing lease having
substantially the same economic effect as anyefdhegoing, and the filing of any financing stagrnhunder the Code or comparable law of
any jurisdiction to evidence any of the foregoing).

“ Loan’ means the loan made by the Lender to the Borramvidre principal sum of Four Million and 00/100 I2os ($4,000,000), the
proceeds of which will be utilized by the Borrower working capital and payroll.

“ Loan Document$ means any and all agreements, instruments arat ddftuments delivered to the Lender pursuant inadent to
this Agreement, as each may



be amended, supplemented, restated or otherwis#iadolom time to time (a) by or on behalf of tBerrower or (b) by or on behalf of any
pledgor or guarantor of a Lien or other right. “droDocument means any of the Loan Documents.

“ Materially Adverse Effect means with respect to the Borrower and the Caldtany fact or circumstance, which singly orha t
aggregate, materially adversely affects the abilftthe Borrower to utilize the Collateral for rgpaent of the Loan or materially diminishes
the value of the Collateral.

“ Note ” means the secured promissory note executed bBdh@wer in favor of the Lender to evidence theho

“ Permitted Indebtedne$sneans: (a) indebtedness existing on the dateoharal shown on the Borrower’s most recent balahest
submitted to the Lender (b) indebtedness incurretkuthis Agreement and under the other Loan Doatsnéc) current accounts payable
arising out of transactions (other than borrowiriggjhe ordinary course of business; and (d) inglétéss incurred in the ordinary course of
business.

“ Permitted Liens’ means: (a) Liens for taxes, assessments, chargaber governmental levies not yet due; (b) Pésdyr deposits in
connection with workes compensation, unemployment insurance or othéalssecurity legislation; (c) Liens in favor of thender, pursuai
to this Agreement and the other Loan Documentst ighs created in connection with the incurrenc@efmitted Indebtedness; (e) the Liens
described on Schedule 1.1 attached hereto; asta(f)tory Liens of landlords and Liens of carrievarehousemen and other Liens imposed
by law incurred in the ordinary course of businessums not delinquent or being contested in dgadt, if reserves or other appropriate
provision, if any, as shall be required by GAAPIsEhave been made therefor.

“ Person” means an individual, a partnership, a limitedtparship, a limited liability partnership, a corption, a limited liability
company, a business trust, a joint stock compafryst, an unincorporated association, a jointwenbr other entity or a Governmental
Authority.

“ Proceeds has the meaning set forth in the Code.

“ Subsidiary” means any corporation, partnership or other giitwvhich the Borrower, directly or indirectly, o& more than fifty
percent (50%) of the stock, capital or income ie$és, or other beneficial interests, or which feaively controlled by such Person.

“ Supporting Obligationshas the meaning set forth in the Code.

Section 1.2Rules of Construction; Time of Day. The words “hereof”, “herein”, “hereto”, “herebghd “hereunder” and other
equivalent words refer to the




entire Agreement. Unless otherwise indicated,edéirences to particular Articles or Sections (astahzed terms) are references to the
Articles or Sections of this Agreement. Any pronauged herein shall be deemed to cover all genBeferences to any time of day in this
Agreement shall refer to Eastern standard timeastdfn daylight savings time.

Section 1.3Accounting Terms and Determinations. Unless otherwise specified herein, all account&mms used herein shall be
interpreted, all accounting determinations hereustlall be made and all financial statements reguio be delivered hereunder shall be
prepared, in accordance with GAAP.

ARTICLE II
TERMS OF LOAN

Section 2.ITerms of Loan. The Loan shall bear interest at the rate, béhi#®iterm and shall be repaid in accordance witlptbgisions
of the Note, which are incorporated herein by mfiee as if set forth at length. The proceeds of tan shall be used for the purposes
described in the definition of Loan set forth ircBen 1.1 hereof. Each payment made by the Borrdavéiie Lender under this Agreement
shall be made in United States dollars at the Lesdéfice set forth in the preamble to this Agresrhnot later than 2:00 p.m. on the due date
of such payment.

ARTICLE Il
REPRESENTATIONS AND WARRANTIES

Borrower hereby represents and warrants to the éekdowing and intending that the Lender shail tekreon in making the Loan
contemplated hereby, that:

Section 3.1Corporate Existence; Good Standing

(a) Borrower (i) is a corporation duly organizedligdly existing and in good standing under the lafvthe State of Delaware and
is qualified to transact business in the Commonthiez Virginia, and (ii) has all requisite corpoggiower and authority and full legal right to
own or to hold under lease its properties and toyaan the business in which it is presently englage

(b) Borrower has the corporate power and autharity has full legal right to enter into each of tle@an Documents to which it is
party, and to perform, observe and comply wittohlts agreements and obligations under each df documents.

Section 3.2Corporate Authority, Etc . The execution and delivery by the Borrower of eatthe Loan Documents to which it is a
party, and the performance by the Borrower of Bitssagreements and obligations under each of dociments have been duly authorized
by all necessary actions on the part of the BoaRli@ctors of the Borrower and do not and will if@} contravene any provisions of the
Borrower’s




Certificate of Incorporation, By-Laws or this Agreent (each as from time to time in effect), (b)ftiohwith, or result in a breach of the
terms, conditions or provisions of, or constitutgedault under, or result in the creation of anyrigage, lien, pledge, charge, security interest
or other encumbrance upon any of the property @Birrower (other than as provided herein), undgrraaterial agreement, mortgage or
other instrument to which the Borrower is or magdiae a party, except as provided herein, (c) v@odaitcontravene any provision of any
law, regulation, order, ruling or court or Govermtad Authority (all as from time to time in effeahd applicable to such entity), or (d) reqt
any waivers, consents or approvals by any of teditors or trustees for creditors of the Borroveer(e) require any approval, consent, order,
authorization, or license by, or giving of notice or taking any other action with respect to, @owvernmental Authority except those actions
that have been taken or will be taken prior toG@hasing Date, under any provision of any applicdaile.

Section 3.3Binding Effect of Documents, Etc. The Borrower has executed and delivered eadheof dan Documents to which it is a
party, and each of such documents is in full fad effect. The agreements and obligations of tiredBver as contained in each of the Loan
Documents to which the Borrower is a party contior upon execution and delivery thereof will stitnte legal, valid and binding
obligations of the Borrower enforceable by the Lemalgainst the Borrower in accordance with theipeetive terms.

Section 3.4No Events of Default, Etc.
(a) No Event of Default or Default has occurred &ncontinuing.

(b) Except as set forth on Schedule 3.4(b), thed®wer is not in default in any material respectemany contract, agreement or
instrument to which it is a party or by which itamy of its property is bound, the consequencehithvdefault will have a Materially Adver
Effect.

Section 3.5No Governmental Consent NecessaryNo consent or approval of, giving of notice tegistration with or taking of any
other action in respect of, any Governmental Althas required with respect to the execution, ekaty and performance by the Borrower of
this Agreement and the Loan Documents to which & party.

Section 3.6No Proceedings There are no actions, suits, or proceedings pgndr to the knowledge of the Borrower, threatened
against the Borrower in any court or before any @nonental Authority which, if adversely determinadl] have a Materially Adverse Effe:

Section 3.7Financial Statements.

(a) Subject to any limitation stated therein, alldmce sheets, income statements and other finatat&awhich have been or shall
hereafter be furnished to the Lender to induce ériter into this Agreement, do and will truly awturately in all material respects represent
the financial condition of the Borrower as at thepective dates



thereof and the results of its operations for theqals for which the same are furnished to Len8ikother information, reports and other
papers and data furnished to the Lender are, bbwiat the time the same are so furnished, te@mrate and complete in all material resps
Unless provided otherwise herein, all such finadrgti@ements and other information have been, hthave been at the time of issuance,
prepared on an audited basis by certified publépantants in accordance with GAAP consistently i@dpdiuring all periods.

(b) Except as shown on the most recent financééstents which have been delivered to the Lenkle3brrower has no other
Indebtedness as of the date hereof which will lkeeMeaterially Adverse Effect.

Section 3.8Intentionally Omitted.

Section 3.9Taxes and AssessmentsThe Borrower has paid and discharged when duexads, assessments and other governmental
charges which may lawfully be levied or assessexhuis income and profits, or upon all or any pmrtof any property belonging to it,
whether real, personal or mixed, to the extentshah taxes, assessments and other charges haradduoe. The Borrower has filed all tax
returns, federal, state and local, and all relatémtmation, required to be filed by it. The Borremdoes not know of any proposed tax
deficiency, assessment, charge or levy again$ieitpayment of which is not adequately providedofoits books.

Section 3.10Title to Intangible Personal Property . The Borrower has good and marketable title tpalénts, copyrights, trademarks,
service marks, licenses and franchises used inghéuct of its business, and it has not receivgdhatice or claim, or has reason to believe,
that any such rights of others are infringed by prduct or activity of the Borrower.

Section 3.11ERISA . As of the date hereof, the Borrower does not taairany employee benefit plan which is subjedERISA.

Section 3.12Location . The chief executive office of the Borrower whérmaintains its business records, all of the Beeds other
places of business and any other places where aligt&al is kept, are all located at the addressé$orth on Schedule 3.12. The Collateral
is located and shall at all times be kept and ra@ietl only at the Borrower’s location or locati@ssdescribed on Schedule 3.12. No
Collateral is attached to or affixed to any reaperty so as to be classified as a fixture unllesd.ender has otherwise agreed in writing. The
Borrower has not moved its chief executive offidéhim the five (5) years preceding the date hereof.

Section 3.130ther Liens . The Borrower has good and marketable title to@mds all of the Collateral free and clear of anyg all
Liens whatsoever except for Permitted Liens. Ndne Collateral is subject to any prohibition agdiencumbering, pledging, hypotheca
or assigning the same or requires notice or consamnnection therewith.
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Section 3.14Names. The Borrower currently conducts business onlyeurits legal name as set forth in the heading isfAlgreement.
Except as disclosed on Schedule 3.14, during theegiing five (5) years, the Borrower has not (@nbdenown as or used any other corporate,
fictitious or trade name, (b) been the survivingjtgrof a merger or consolidation or (¢) acquirdidoa substantially all of the assets of any
Person.

Section 3.15Permits and Approvals. The Borrower has and is lawfully possessed diatichises, registrations, accreditations,
certificates, licenses and permits, federal, statblocal, and all other authorizations, consentsapprovals of Governmental Authorities
necessary to (a) the conduct of the activitiehefBorrower, and (b) the ownership, use, operatiamaintenance of its properties, and the
same grant sufficient legal rights for the purpdsesvhich acquired, are validly issued and in folice and effect at the date hereof and the
Borrower is not in default in any respect thereunde

Section 3.16Use of Loan Proceeds; Regulations G and UThe Borrower does not own any “margin securag’defined in Regulatic
G (12 C.F.R. Part 207) of the Board of GovernorthefFederal Reserve System (the “Board”) or angrtyim stock” as defined in Regulation
U (12 C.F.R. Part 221) of the Board (collectivedyMargin Security”). The proceeds of the Loan Wwi# used by the Borrower for the
purposes stated in Section 2.1 above. None of grarteeds will be used, directly or indirectly, fbe purpose of purchasing or carrying any
Margin Security or for the purpose of reducingetirmg any Indebtedness which was originally imedrto purchase or carry a Margin
Security or for any other purpose which might citat this transaction a “purpose credit” withire tmeaning of said Regulation G and
Regulation U. The Borrower has not taken any aatimnwill the Borrower take any action which migiause this Agreement or any of the
documents or instruments delivered pursuant héoetmlate any regulation of the Board or to vielélhe Securities Exchange Act of 1934, in
each case as in effect as of the date hereof.

Section 3.17Judgment Liens. Except as set forth in Schedule 3.17 attacheettyemeither the Borrower nor any of the Borrower’s
assets are subject to any pending litigation, uhpaigments (whether or not stayed) or any judgriiens in any jurisdiction.

Section 3.18lnvestment Company Act. The Borrower is not an “investment company” angéel in the Investment Company Act of
1940, as amended.

Section 3.19Environmental Matters . Except as disclosed on Schedule 3.19, neitheBdnmwer, nor to the best of the Borrower’s
knowledge any other Person, has ever caused oitperany Hazardous Substance to be placed, loaddtdd or disposed of, or otherwise
engaged in any Environmental Activity from, on, endr at any real property owned, leased or ottsmwccupied by the Borrower, or any
part thereof, in violation of any Environmental Laand none of such real property has been usedifethy the Borrower or, to the best
knowledge of the Borrower, by any other Persorg damp site or storage site (whether permanermroporary) for any Hazardous
Substance or any




other Environmental Activity, except in compliangégh Environmental Laws. There are no pending ctaonlitigation or any other
Environmental Complaint, and the Borrower has rotived any written communication from any Persamcerning the presence or possible
presence of any Hazardous Substance or any otv@oBmental Activity at any of such real propertyomncerning any violation or alleged
violation of any Environmental Law. For the purpesé the Agreement (a) “Environmental Activity” mesaany generation, processing,
abatement, existence, manufacture, refining, tramation, treatment, storage, handling, releaséssan, discharge or disposal of any
Hazardous Substance or any threat of such acti)y;Environmental Complaint” means any complaorger, citation, notice or other
written or express oral communication from any Bensith respect to the existence or alleged exéged a violation of any Environmental
Law or legal liability resulting from any Hazardo8sbstance, any Environmental Activity or any otevironmental matter at, upon, under,
within or from any real property owned, leased treowise occupied by the Borrower or otherwisetiedpto such real property or the
ownership, use, operation or occupancy thereangrbusiness, activity or other property of therBaser; (c) “Environmental Laws” means
all applicable federal, state and local statutéest regulations, orders, judgments, permitsnies, and other provisions of law relating to
one or more of the following: air emissions, watercharge, noise emissions, solid and liquid dishd$azardous Substances, any
Environmental Activity and other environmental, hie@nd safety matters; and (d) “Hazardous Substameans (i) any flammable,
explosive, radioactive material or friable asbesti)sany “Hazardous Substance” as such termeasgmtly defined in the Comprehensive
Environmental Response Compensation and Liabiliydk 1980, as amended, (iii) any “Hazardous Mateas such term is presently
defined in the Hazardous Material Transportatiot, As amended, (iv) any “Hazardous Waste” as ptigsaéefined in the Resource
Conservation and Recovery Act of 1976, as amen@eadny additional substances or materials whiehtareafter defined as, incorporated in
or added to the definition of “Hazardous Substantidazardous Material” or “Hazardous Waste” purduanor for the purposes of, any
Environmental Law, and (vi) any additional substmor materials which are now or hereafter regdlateconsidered to be hazardous or t
under any Environmental Law relating to any real/anpersonal property owned, leased, used ohdrtase of real property otherwise
occupied by the Borrower, the ownership, use, djggrar occupancy thereof or any business, actimitgther property of the Borrower.

Section 3.20Full Disclosure . There is no material fact which is known or whgttould be known by the Borrower that the Borrower
has not disclosed to the Lender that could havegeh&lly Adverse Effect. None of the representeijavarranties or statements made to the
Lender pursuant hereto or in connection with thige®ement or the transactions contemplated hereftgios any untrue statement of a
material fact, or omits or will omit to state a m@&l fact necessary in order to make the statesrmmitained herein and therein, in light of the
circumstances in which they are made, not misleadin

Section 3.21Survival . All of the representations and warranties comdiim this Agreement or in any other writing dete to the
Lender in connection with this Agreement or the.ghall survive until all sums due under the Nateehbeen paid in full.
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ARTICLE IV
CONDITIONS TO CLOSING THE LOAN

Section 4.1Conditions Precedent to Closing The obligation of the Lender to close the Loaalldhe subject to the satisfaction or
waiver by the Lender, prior thereto or concurretitigrewith, of each of the following conditions gedent:

(a) Loan Documents. The Borrower and each other party to any Loanubeents, as applicable, shall have executed andedet
this Agreement, the Note and other required Loaaubeents, all in form and substance satisfactothed ender;

(b) Supporting Documents. The Borrower shall cause to be delivered to theder the following documents:

(i) A copy of the Certificate of Incorporation dfe Borrower, certified by the Delaware Secretar@taite to be true, correct
and complete, and a copy of the By-Laws of the Boer certified by its secretary or assistant secyab be true, correct and complete;

(i) A Certificate of Good Standing for the Borrokyéssued by the Delaware Secretary of State daiiih ninety
(90) days of the date hereof;

(iii) A Certificate from the Secretary of StatetbE Commonwealth of Virginia that the Borrower isatified to transact
business in the Commonwealth of Virginia as a fymeiorporation;

(iv) A Certificate of Good Standing for the Borromaes a foreign corporation issued by the SecreihBtate of the
Commonwealth of Virginia dated within ninety (9®ys of the date hereof;

(v) Incumbency Certificate and certified resolutiaf the Board of Directors of the Borrower authing the execution,
delivery and performance of the Loan Documentshaivthe Borrower is a party;

(vi) A copy of the Articles of Organization or Céidate of Formation of the Guarantor, certified e appropriate
governmental official of the Guarantor’s state affiation to be true, correct and complete;

(vii) A copy of the Operating Agreement of the Garator certified by its manager(s) or member(s)edrbe, correct and
complete;
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(vii) A Certificate of Good Standing for the Guatar issued by the appropriate governmental offizidhe state of the
Guarantor’s formation dated within ninety (90) dafjshe date hereof; and

(xi) Incumbency certificate and certified resolusoof the manager(s) or member(s) authorizing Xeewtion, delivery and
performance of the Guaranty.

(c) Representations and Warranties Each of the representations and warranties made dn behalf of the Borrower to the
Lender in Article Il or elsewhere in this Agreent@n in other Loan Documents shall be true andeatrin all material respects on the
Closing Date.

(d) Collateral .

(i) All of the obligations of the Borrower to theehder under or in respect of this Agreement steaétitled to all of the
benefits of and be secured by this Agreement amatier Loan Documents and the Lender shall hataraul a perfected security interest in
the Collateral of the Borrower.

(i) The Loan Documents and all other document®spect thereof, which shall create and maintdirst& prior and
perfected security interest in favor of the Lenderd the appropriate financing statements and atbewments in respect thereto and
necessary to enable the Lender to perfect its gpdoterest thereunder, shall have been duly eteztand delivered by the Borrower to the
Lender.

(e) Payment of Fees The Borrower shall have paid all fees, costsexpenses as required by the Loan Documents in ctione
with the Closing including, but not limited to, pagnt of a $200,000 credit facility fee to the Lende

ARTICLE V
AFFIRMATIVE COVENANTS

Until payment in full of the Loan and terminatioftbis Agreement, the Borrower covenants and agiesst will:

Section 5.1Pay Taxes and Other Obligations Pay (a) before they become delinquent, all taxgssessments and governmental
charges imposed upon the Borrower or its propartgguired to be collected by it, and (b) when dilkeother indebtedness and liabilities of
any kind now or hereafter owing by the Borrowenvptdedthat the Borrower shall not be required to pay sungh amount so long as (i) it is
being contested diligently in good faith by appiate proceedings, and any levy or execution upsate of assets, if threatened, has been
effectively stayed, (ii) adequate provision therdfas been made on the books of the Borrower iardaoce with GAAP, and (iii) such
amount, when combined with all other amounts nad pa required by this subsection (b), does notveifichot in the aggregate, if determin
adversely to the Borrower, have a Materially AdeeEsfect.
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Section 5.2Notice of Adverse Events Promptly notify the Lender in writing of the occeince or existence of any of the following:
(a) any Event of Default or Default; (b) any mattelevent which has resulted in, or may resultiivjaterially Adverse Effect or any adverse
determination in any material pending action, peatieg or investigation affecting the Borrower; &ty loss from casualty or theft in excess
of $50,000.00, whether or not insured, affectirg Borrower; (d) whether or not otherwise reportabider this Section 5.2, any notice of a
violation or a claim involving any of the following the liability or penalty therefor may excee80$000.00 singly or in the aggregate for the
Borrower: any applicable federal, state or locatige, rule, regulation, order or other provisiditea relating to air emissions, water
discharge, noise emissions, solid or liquid dispdsszardous waste or substances, or other enventah) health or safety matters; or (e) if
any of the representations and warranties contam#ids Agreement or in any of the other Loan Doemts ceases to be true, correct and
complete in all material respects.

Section 5.30bserve Covenants, Etc Observe, perform and comply with all covenargents and conditions of this Agreement, the
other Loan Documents and any other agreement amdeat entered into between the Borrower and theléen

Section 5.4Maintain Existence and Qualifications. The Borrower will maintain and preserve in fudtée and effect its existence and
rights and all licenses, franchises, and qualilicest necessary to continue its business, and cowiftyall applicable statutes, rules and
regulations pertaining to the operation, condudt maintenance of its existence and all businedséhe @orrower including, without
limitation, all federal, state and local laws riigtto environmental safety, or health matters, laazhrdous or liquid waste or chemicals or
other liquids (including use, sale, transport @pdisal thereof). The Borrower shall promptly deliteethe Lender copies of any amendments
or modifications to its governing documents.

Section 5.5Information and Documents to be Furnished to the Lader . The Borrower hereby covenants to the Lenderithveitl
furnish to the Lender or the Lender’s attorneyspaatants or duly authorized agents:

(a) Financial Statements. At Lender’s request, the balance sheet of thed®ar and the Borrowes’Affiliates and Subsidiaries
at the end of each quarterly period, the incomesamglus statement of the Borrower for such quisrieeriod, the statement of changes in
cash flows for such quarterly period (all in rezedale detail and with all notes and supporting sales), all prepared by independent certified
public accountants acceptable to the Lender. ThreoBer shall obtain such written acknowledgmentsrfithe Borrower’s independent
certified public accountants as the Lender mayirequermitting the Lender to rely on such finangtements. Any management letter,
supplemental letter or other document accompanyiageport will also be provided to the Lender.

(b) Certificates Regarding Financial Statements Concurrently with the delivery of the financightements referred to in
subsection (a), a certificate of the chief finahofficer of the Borrower stating that to his kn@slhe, no Event of Default or no Default has
occurred, except as specified in such certificate.
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(c) Auditor 's Management Letters. Promptly upon receipt thereof, copies of eacloregubmitted to the Borrower by
independent certified public accountants in corinaavith any annual, interim or special audit magehem of the books of the Borrower
including, without limitation, each report submdt® the Borrower concerning its accounting systant practices and any final comment
letter submitted by such accountants to manageimeoinnection with its annual audit of the Borrower

(d) Tax Returns . Within fifteen (15) days of the filing thereof tithe Internal Revenue Service, the federal inctarend state
tax returns of the Borrower. A true, complete aade&ct copy, together with all schedules and rdl&ems, of Borrower's 2007 federal
income tax return is attached hereto as Schedbi(d)5'2007_Tax Returf).

(e) Other Information . Such other information requested by the Lendangttime and from time to time concerning the
business, properties or financial condition of Bwgrower and its Affiliates and Subsidiaries.

(f) Borrower’s Good Standing Certificates No later than ten (10) days after the executiwhdelivery hereof, deliver to Lender
a Certificate of Good Standing for the Borroweuisd by the Delaware Secretary of State and a @eatgfof Good Standing for the Borrower
as a foreign corporation issued by the SecretaBtate of the Commonwealth of Virginia, each datétin ten (10) days of the date hereof.

(g) Guarantor’s Good Standing Certificate. No later than ten (10) days after the executiwhdelivery hereof, deliver to Lend
a Certificate of Good Standing for the Guaranteuésl by the appropriate governmental official ef $kate of the Guarantor’s formation,
dated within ten (10) days of the date hereof.

(h) Searches Within fifteen (15) days of the execution andidetly hereof, deliver to Lender Uniform Commerdzdde, federal
tax lien, state tax lien and judgment searched states and counties where the Borrower is latatedoes business and upper court judg
searches against the Guarantor.

Section 5.6Insurance . Maintain such insurance policies as may be reduiy law and as is currently in force. Said pobicyolicies
shall not be terminable except upon thirty (30)dlayritten notice to the Borrower and Borrower sliraimediately furnish to lender a copy of
any such notice of termination. The Borrower shathish to the Lender copies of all such policiggon Lender’s request.

Section 5.7Access to Records and Property At any time and from time to time, upon requesthi® Lender, the Borrower shall give
any representatives of the Lender access duringaldyusiness hours to, and permit any of them &onéxe, audit, copy or
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make extracts from, any and all books, recordsyni@nts and any and all other information and maltenn the possession of Borrower or
any independent contractor relating to Borrowend és Subsidiaries’ and Affiliates’ business affaproperties, financial condition and the
Collateral (to the extent the Borrower has thetrighgrant such access), and to inspect any giriperties wherever located.

Section 5.8Comply With Laws . The Borrower shall comply with the requiremeritslbapplicable laws, rules, regulations and osder
of any Governmental Authority, compliance with whis necessary to maintain its existence as a catipa or conduct of its business or
with which non-compliance would have a Materiallghrse Effect.

Section 5.9Covenants Regarding CollateralThe Borrower makes the following covenants withltkader regarding the Collateral:

(a) The Borrower will not permit the Collaterallie used in violation of any applicable law or pglif insurance;

(b) The Borrower, as agent of the Lender, will def¢he Collateral against all claims and demandsldfersons, except for
Permitted Liens;

(c) The Borrower will, at the Lender’s request,abtand deliver to the Lender such waivers as #reder may require waiving a
lienholder’'s enforcement rights against the Cotldtand assuring the Lender’s access to the Colate exercise of its rights hereunder;

(d) The Borrower will not sell, assign, lease, #f@n, pledge, hypothecate or otherwise dispose ehoumber the Collateral or a
interest therein; and

(e) The Borrower shall promptly notify the Lendéany material loss or damage to, or material dirtion in the value of any
Collateral.

Section 5.10Pay Legal Fees and Expensed he Borrower shall pay to the Lender, upon demsogkther with interest at the Default
Rate, from the date when incurred or advanced &y #nder until repaid by the Borrower all reasoaatsts, expenses or other sums
incurred or advanced by the Lender (including lédgat and disbursements) to preserve, collectegirdender’s interest in or realize on the
Collateral, and to enforce the Lender’s rightsgairast the Borrower, the Guarantor or any accoehtat, or in the prosecution or defense of
any action or proceeding relating to the subjedten®f this Agreement or the Loan Documents. Altls expenses, costs and other sums
be deemed secured by the Collateral.

Section 5.11Records. The Borrower shall at all times keep proper bamlkecord and account in which full and corredries shall be
made of each of its financial transactions, assmetisoperations in accordance with GAAP.
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Section 5.12Name Changes; Location Changes

(a) The Borrower shall immediately notify the Lendét is known by or conducting business undey aames other than those
forth in Section 3.14 hereof.

(b) The Borrower shall immediately notify the Lendfehe Borrower is conducting any of its busiressr operations at or out of
offices or locations other than those set forttfSohedule 3.12 hereto, or it if changes the locatidis chief executive office.

Section 5.13Subordination . All debt, management fees, advances, payablefeasdcollectively, “ Fe€§ now or hereafter owed to
any Affiliate, members, shareholders, managergef and directors of Borrower are hereby subaiteéih in right of payment and security to
the Loan, except that any such Affiliate, membshsreholders, managers, officers and directorsremsive such Fees in accordance with
their existing, respective payment terms, providedvent of Default shall have occurred hereundgchvcontinues uncured.

Section 5.14Future Assurances. The Borrower at anytime or from time to time, npequest of the Lender, shall take such steps and
execute and deliver such financing statements #ret documents, all in form and substance satisfadd the Lender relating to the creati
validity or perfection of the security interest pigted for herein, under the Code or other lawdhef€@ommonwealth of Virginia or of another
state or states.

Section 5.15Refinance of CORUS Loan or Incurrence of Subordinat Loan . Borrower and its Affiliates will not (i) enter tio,
agree, or permit a refinancing of the CORUS Loar{jipobtain a loan consented to by CORUS BanlA.Nwhich is subject and subordinate
to the CORUS Loan, without, in either instance,gkpress written consent of Lender, which conseall siot be unreasonably withheld. It
shall not be deemed unreasonable for Lender tchalithits consent to either of the circumstancedasth in subdivisions (i) and (ii) above if
either of such circumstances will materially dinsimithe value of the Collateral or materially impghie Borrower’s ability to repay the Loan.

Section 5.16Delivery of Guaranty . The Borrower shall immediately cause the Guaratot@xecute and deliver the Guaranty to Le
upon full payment and satisfaction of the CORUSH.oa

ARTICLE VI
NEGATIVE COVENANTS

Until payment in full of the Loan and the termiratiof this Agreement, the Borrower covenants andegjthat it shall not:
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Section 6.1Liguidation, Mergers, Consolidations, etc. Dissolve or liquidate, or become a party to anygeeor consolidation, or
acquire by purchase, lease or otherwise, all aibatantial part (more than 10% in the aggregatimguhe term hereof) of the assets of any
Person, or sell, transfer, lease or otherwise disd all or a substantial part (more than 10%héaggregate during the term hereof) of its
property or assets.

Section 6.2Indebtedness. Create or permit to exist any Indebtedness, diotpany guaranties or other contingent obligatiexsept
Permitted Indebtedness.

Section 6.3Liens . Create, incur or permit to exist any Lien on ahyts property or assets, whether now owned oediféer acquired,
except Permitted Liens.

Section 6.4Loans and Other Investments Make or permit to exist any advances on loansrtguarantee or become contingently
liable, directly or indirectly, in connection withe obligations, leases, stocks or dividends ofyvem, purchase or make any commitment to
purchase any stock, bonds, notes, debentures ar s#hurities of, or any interest in, or make aayyital contributions to (all of which are
sometimes collectively referred to herein as “Itnents”)any Person except for (a) purchases of direct atitigs of the federal governme
(b) deposits in commercial banks, (c) commerciglgpaf any U. S. corporation having the higheshga then given by Moody’s Investor
Services, Inc. or Standard & Poor’s Corporatiof gfadorsement of negotiable instruments in thenamyi course of business, (e) advances to
employees for business travel and other expensasr@d in the ordinary course of business, anth{@stments allowed under the terms of
existing agreements underlying Permitted Indebtsglnacluding, but not limited to, the repurchatearporate debentures.

Section 6.8Change State of Formation, Location or Name (a) change the state of its formation; (b) chathgeplace where its books
and records are maintained, (c) change its chied@ive office, or (d) change its name or tranbasiness under any other name without
giving the Lender thirty (30) days’ prior writterotice with respect to the matters set for in sutises (b), (c) and (d).

Section 6.6V odification of Documents. Materially change, alter or modify, or permit amgterial change, alteration or modification
of its governing documents.

Section 6.7Change in Business Materially change or alter the nature of its bess.

Section 6.8Settlements. Compromise, settle or adjust any claims in a natamount relating to any of the Collateral.

Section 6.9Change in Ownership. Change the composition of its ownership if sucange will result in a Change of Control (as
defined in the Note).
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Section 6.10Change of Fiscal Year or Accounting Methods Change its fiscal year or its accounting prastimeprinciples, except as
may be required by changes in GAAP.

Section 6.11lnconsistent Agreement Enter into an agreement containing any provistbas would be violated by the performance of
the Borrower’s obligations under this Agreemenay of the other Loan Documents.

Section 6.12Hazardous SubstancesRelease, discharge or otherwise dispose of, oriptfenmanufacture, storage, transmission or
presence of, any Hazardous Substances or otheraise or permit any Environmental Activity to bexdocted at or exist at, over or upon
any real property owned, leased or occupied bytireower (a) which constitutes a material violatmfrany Environmental Law or (b) which
may be harmful or create a foreseeable risk ofasmeable harm to public health or welfare or tarstresources.

Section 6.13Default on Other Contracts or Obligations. Except for existing defaults as disclosed on Sclee8u4(b), default on any
material contract with or obligations when due thied party or default in the performance of amjigation to a third party incurred for
money borrowed.

Section 6.14Government Intervention . Permit the assertion or making of any seizure,ivgsr intervention by or under any
Government Authority by which the management ofBloerower is displaced of its authority in the cantlof its business or such business is
curtailed or materially impaired.

Section 6.15Judgment Entered. Except for existing judgments as disclosed on Salee8l.17, permit or suffer the entry of any
monetary judgment or the assessment against,lihg &f any tax lien against, or the issuance of amt of garnishment or attachment aga
any property of the Borrower.

ARTICLE VII
EVENTS OF DEFAULT

Section 7.1Events of Default. Each of the following shall constitute an EvehbDefault:

(a) The occurrence of any Default or Event of Difander the Note; or

(b) The Borrower shall default under any obligatiercept for those set forth in Schedule 3.4(@chttd hereto, in excess of
$100,000 owed to any obligee other than the Lendieich default entitles the obligee to acceleratg such obligation or exercise other
remedies with respect thereto; or
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(c) There shall occur any material loss or thefthef Collateral, which loss is not fully insured; o

(d) A judgment, except for those set forth in Sale®.17 attached hereto, in excess of $50,00ma80 se rendered against the
Borrower and shall remain undischarged, undismissedunstayed for more than thirty (30) days (ekgetgments validly covered by
insurance with a deductible of not more than $50,00) or there shall occur any levy upon, or attaeht, garnishment or other seizure of,
any material portion of the Collateral or otheredsof the Borrower by reason of the issuance pftaxlevy, judicial attachment or
garnishment or levy or execution; or

(e) The making of any levy, seizure or attachmemiruany material part of the Collateral; or
(f) There shall be a Change of Control (as defiinettie Note); or
(g9) Failure of the Guarantor to execute and deliierGuaranty to Lender contemporaneously withdatisfaction of the CORUS
Loan.
ARTICLE VIII
REMEDIES

Section 8.1Acceleration; Proceed Against Collateral

(a) Upon the occurrence of an Event of Default,Rieéault Amount shall, at the option of the Lendemcome immediately due a
payable without notice or demand; and

(b) The Lender may forthwith give written noticettee Borrower, whereupon the Borrower shall, aekpense, promptly deliver
any or all Collateral to such place as the Lenday designate, or the Lender shall have the rigbhter upon the premises where the
Collateral is located and take immediate possegsiamd remove the Collateral without liability. tilme event the Lender obtains possessit
the Collateral, the Lender may sell any or alllaf Collateral at public or private sale, at sudbepor prices as the Lender may deem best,
either for cash, on credit, or for future deliveirybulk or in parcels and/or lease or retain tlodla@eral repossessed using it or keeping it idle.
Notice of any sale or other disposition of the @tal shall be given to the Borrower at least(1€)) days before the time of any intended
or disposition of the Collateral is to be made,athihe Borrower hereby agrees shall be reasonatileerof such sale or other disposition.
The Lender may also elect to retain the Collat@aé proceeds, if any, of any such sale or ledsynthe Lender shall be applied: First to the
payment of all fees and expenses including, witlimitation, any legal fees and expenses incumegtpossessing the Collateral and selling
and/or leasing it; Second to pay the Default Amdarthe extent not previously paid by the Borrovaerd Third, to pay any excess remaining
thereafter to the Borrower. The Borrower acknowtsdgnd agrees that it shall remain liable to therdof any deficiency between the
amount of the proceeds of the Collateral and akkopayments received under this Agreement anddgbeegate amounts of the sums referred
to in clauses First and Second above.
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Section 8.2Intentionally Omitted.

Section 8.3Cumulative Remedies; Waivers No remedy referred to herein is intended to bdusive, but each shall be cumulative
and in addition to any other remedy referred tovabar otherwise available to the Lender at lawnogquity. No express or implied waiver by
the Lender or any Event of Default hereunder shadhy way be, or be construed to be, a waivengffature or subsequent Event of Defa
The failure or delay of the Lender in exercising aights granted it hereunder upon any occurretfiegay of the contingencies set forth hel
shall not constitute a waiver of any such rightmugiee continuation or recurrence of any such cgetities or similar contingencies and any
single or partial exercise of any particular rigltthe Lender shall not exhaust the same or catestit waiver of any other right provided
herein. The Events of Default and remedies theagemot restrictive of and shall be in additiormty and all other rights and remedies of the
Lender provided for by this Agreement and appliedaiv.

Section 8.4Costs and ExpensesThe Borrower shall be liable for all costs, clewr@gnd expenses, including reasonable attorness, fe
disbursements and court costs, incurred by the érelmgl reason of the occurrence of any Event of Giea the exercise of the Lender’s
remedies with respect thereto.

Section 8.5No Marshalling . The Lender shall be under no obligation whatso&veroceed first against any part of the Collaiter
before proceeding against any other part of théa€uhl. It is expressly understood and agreedataf the Collateral stands as equal
security for the Loan, and that the Lender shalehtéie right to proceed against any or all of tielaeral in any order, or simultaneously, as
in its sole and absolute discretion it shall deteemlt is further understood and agreed that teder shall have the right, as it in its sole and
absolute discretion shall determine, to sell anglbof the Collateral in any order or simultanegus

Section 8.6No Implied Waivers; Rights Cumulative . No delay on the part of the Lender in exercising right, remedy, power or
privilege hereunder or under any of the Loan Doausher provided by statute or at law or in equitytherwise shall impair, prejudice or
constitute a waiver of any such right, remedy, powreprivilege or be construed as a waiver of aagri of Default or as an acquiescence
therein. No right, remedy, power or privilege candel on or reserved to the Lender hereunder ornemteof the Loan Documents or
otherwise is intended to be exclusive of any otlght, remedy, power or privilege. Each and evégit; remedy, power and privilege
conferred on or reserved to the Lender hereundender any of the Loan Documents or otherwise sfettumulative and in addition to each
and every other right, remedy, power or privilegesnferred on or reserved to the Lander and maxbecised by the Lender at such time
times and in such order and manner as the Lenad#lr shits sole and absolute discretion, deem diqrg.
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ARTICLE IX
MISCELLANEOUS RIGHTS AND DUTIES OF LENDER

Section 9.1Collections; Modifications Of Terms. Provided an Event of Default shall have occumith continues uncured, the
Lender may, with respect to any of the Collatedtainand, sue for, collect or receive any money op@nty, at any time payable or receivable
on account of or in exchange for, or make any comgses it deems desirable including, without lirtidta, extending the time of payment,
arranging for payment in installments, or otherwisadifying the terms or rights with respect to afiyhe Collateral, all of which may be
effected without notice to or consent by the Boroand without otherwise discharging or affecting Note, the Collateral or the security
interests granted hereunder.

Section 9.2Uniform Commercial Code . At all times prior and subsequent to an EveriDefault, the Lender shall be entitled to all the
rights and remedies of a secured party under tlie @ath respect to all Collateral.

Section 9.3Preservation Of The Collateral. At all times prior and subsequent to an EverDefault, the Lender may take any and all
action which in its sole and absolute discretiondsessary and proper to preserve its interekeilCbllateral, including, without limitation,
the payment of debts of the Borrower, which miginthe Lender’s sole and absolute discretion, imihe Collateral or the Lender’s security
interest therein, purchasing insurance on the €ulh repairing the Collateral, or paying taxeassessments thereon, and the sums so
expended by the Lender shall be secured by theteddll, shall be added to the amount of the Loantlkde Lender and shall be payable on
demand with interest at the Default Rate from thie @xpended by the Lender until repaid by the &oer.

Section 9.4Lender’s Right to Cure. In the event the Borrower shall fail to perfornyaf its obligations hereunder or under any of the
Loan Documents, then the Lender, in addition tofits rights and remedies hereunder, may pertbersame, but shall not be obligated to
do so, at the cost and expense of the Borrowamynsuch event, the Borrower shall promptly reinskbuhe Lender together with interest at
the Default Rate from the date such sums are exgeuntil repaid by the Borrower.

Section 9.5Power of Attorney . The Lender is hereby irrevocably appointed byBbeower, as its lawful attorney and agent in tact
execute financing statements (if required) andraloeuments and agreements as the Lender may dasgesary for the purpose of perfec
any security interest, mortgages or Liens underagpficable law. Further, the Lender is hereby atitled to file on behalf of the Borrower,
in its name and at its expense, such financingmstants, continuation statements, documents or igrEs in any appropriate governmental
office. The Lender shall give the Borrower five (@ys’ prior written notice of any filings made &ender. The Borrower hereby grants a
power of attorney to the Lender, which shall bereisable only following an Event of Default thaintimues uncured beyond any applicable
cure
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period, to endorse the Borrower’s name on cheak®snacceptances, drafts and any other instrumeisring the Borrower’s endorsement,
to change the address where the Borrower’s mailldhme sent and to open all mail and to do suchratbts and things necessary to
effectuate the purposes of this Agreement. All agtthe Lender or its designee are hereby ratdiedi approved, and neither the Lender nor
its designee shall be liable for any acts of oroissir commission, or for any error of judgment astake. Notwithstanding the foregoing, the
Lender shall be liable to the Borrower for any dgesmproximately caused the Borrower by the Lendeiflful misconduct or gross
negligence. The Borrower hereby grants a powettofraeey to the Lender to file proofs of loss regperthe Collateral with the appropriate
insurer and to endorse any checks or drafts catiatitinsurance proceeds. The powers of attornagtgd to the Lender in this Agreement
irrevocable so long as this Agreement is in force.

ARTICLE X
SECURITY INTEREST

Section 10.1Grant of Security Interest .

(a) Security Interest . As collateral security for (i) the due and pumtipayment of the Loan, all interest thereon andaard all
extensions, renewals, substitutions and changksrimthereof; and (i) all costs and expenses iredior paid by the Lender to enforce its
rights pursuant to this Agreement, the Loan Docusienotherwise (including, without limitation, atheys’ fees), the Borrower hereby
pledges, transfers, assigns, sets over and gttte Lender, a security interest in the Collatedaérever located.

(b) All Collateral heretofore, herein or hereinafgven to the Lender shall secure payment of than_ The Lender shall be under
no obligation to proceed against any or all of@o#lateral before proceeding directly against tlwgrBwer.

Section 10.2Continuation of Security Interest . The security interest granted in this Agreeméatlontinue in full force and effect
until the Borrower has fully paid and dischargddsams due under the Note and until this Agreerset@rminated.

Section 10.3Construction . This Agreement constitutes a security agreemed¢uthe Code. The Borrower shall execute, file rafite
such financing statements, continuation statemenfiie security agreements as the Lender shaliire from time to time.

ARTICLE Xl
PROVISIONS OF GENERAL APPLICATION

Section 11.1Waivers . The Borrower waives demand, presentment, noficksbonor or protest of any instrument eitherhsf t
Borrower or others which may be included in thel&@elal.
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Section 11.2Consents. The Borrower consents:

(a) To any extension, postponement of time of paymedulgence or to any substitution, exchangeetmase of Collateral.

(b) To any addition to, or release of, any partpersons primarily or secondarily liable, or acesge of partial payments on any
Accounts or instruments and the settlement, comjgiamor adjustment thereof.

Section 11.3Survival . All covenants, agreements, representations amcgntées made by the Borrower herein or in anyhefltoan
Documents or in any certificate or instrument comiated hereby shall survive any independent inyaon made by Lender and the
execution and delivery of this Agreement, and saidificates or instruments and shall continueoslas any sums due under the Note are
outstanding and unsatisfied, applicable statutdisnithtions to the contrary notwithstanding.

Section 11.4Notices, Written; Effective Date. All notices and other communications hereundatl &t in writing and shall be deen
to have been duly given only if delivered in persosent by certified or registered mail, postaggppid, return receipt requested or by
Federal Express or other reputable overnight nradletivery service or hand delivery to Lender ar Borrower, as the case may be, at the
addresses set forth below:

(a) If to the Lender:

Stonehenge Funding, LC
11465 Sunset Hills Road, #620
Reston, Virginia 20190
Attention: Beau Schweikert

(b) If to the Borrower:

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road, Suite 500
Reston, Virginia 20190

Attention: Jubal Thompson

Notice shall have been deemed to have been givitregrived: (i) if by hand delivery, upon delive(i) if by certified or registered
mail, return receipt requested, upon receipt aat&n; and (iii) if by overnight mail or deliveservice, on the date scheduled for delivery. A
party may change its address by giving writtenagoto the other party as specified herein.
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Section 11.5Amendments. The terms of this Agreement shall not be waiadired, modified, supplemented or terminated iy an
manner whatsoever except by a written instrumeymtesl by the Lender and the Borrower.

Section 11.6Binding on Successors This Agreement shall be binding upon and inurth&benefit of the parties hereto and their
respective successors and assigns, provided, hovthaethe Borrower shall not assign or delegated its rights, remedies, warranties,
representations or covenants arising under thigégent or any other Loan Document without the miditen consent of the Lender, and
any purported assignment or delegation without sactsent shall be void.

Section 11.7Invalidity. Any provision of this Agreement which may be detierea by competent authority to be prohibited or
unenforceable in any jurisdiction shall, as to sjcisdiction, be ineffective to the extent of symohibition or unenforceability without
invalidating the remaining provisions hereof, angt auch prohibition or unenforceability in any gdiction shall not invalidate or render
unenforceable such provisions in any other jurisoiic

Section 11.8Section and Paragraph Headings Section and paragraph headings are for convemianly and shall not be construed as
part of this Agreement.

Section 11.9Governing Law . This Agreement shall be construed in accordaritte and shall be governed by, the laws of the
Commonwealth of Virginia, without regard to prinlep of conflict of laws.

Section 11.10No Liability; Indemnification .

(a) The Lender shall not be deemed to have assamgetiability or responsibility to the Borrower any Person for the
correctness, validity or genuineness of any insgmisior documents that may be released or endtordld Borrower by the Lender (which
shall automatically be deemed to be without reaotwghe Lender in any event), or for the existenbaracter, quantity, quality, condition,
value or delivery of any goods purporting to berespnted by any such documents; and the Lenddmsitdle deemed to have assumed any
obligation or liability to any supplier or accoutebtor or to any other Person. The Borrower heegrges to indemnify and defend the Lel
and hold it harmless in respect of any claim ocpealing arising out of any matter referred to ia 8ection 11.10 (a).

(b) The Borrower hereby agrees to indemnify an@ude@fthe Lender and to hold the Lender and eads oéspective officers,
directors, attorneys, agents and employees harrintrasand against any and all claims, damagesiitiab, costs and expenses (including,
without limitation, reasonable fees, expenses aslodsements of counsel) which may be incurredribgsserted against the Lender or any
such other indemnified Person in connection withrising out of any investigation, litigation orggeeding related to this Agreement or the
Loan Documents, whether or not the Lender is ayfb#ereto, provided, however, that the Borrowetlsiat be required to
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indemnify or hold harmless the Lender from anyrkgidamages, liabilities, costs and expenses textast, but only to the extent, a court of
competent jurisdiction, in a final, non-appealghligment against the Lender determines that swiims| damages, liabilities, costs and
expenses were caused, in whole or in part, by émelér’s willful misconduct or gross negligence @rfprming its obligations under this
Agreement or any of the Loan Documents.

(c) The Borrower agrees to indemnify and defend.gmeder and hold the Lender harmless from and agaimy taxes, liabilities,
claims and damages, including attorndggs and disbursements and other expenses inaureesing by reason of the taking or the failuwy
take action by the Lender in respect of any traimmaeffected under this Agreement or in connectidth the Lien provided for herein,
including, without limitation, any taxes payableconnection with the delivery or registration ofyaxf the Collateral as provided herein.

(d) The obligations of the Borrower under this 8sttl1.10 shall survive the termination of this Agment.

Section 11.11Days. Any and all references to “days” in this Agreerngimall mean “calendar days” except as otherwiseifipally
provided in this Agreement or by law.

Section 11.12Agreement and Other Loan Documents Complementary The provisions of this Agreement shall be in #iddito the
Guaranty, the Note or other evidence of liabiligichby the Lender, all of which shall be constrasccomplementary to each other. In the
event of ambiguity or inconsistency between thise®gnent and any other Loan Document, then the tefitiss Agreement will govern.

Section 11.13Lender’s Relationship. The Lender and the Borrower expressly agreetiigatelationship of the Lender to the Borrower
is that of a lender only. The intent of this praersis to clarify and stipulate that the Lendend a partner or a co-venturer of the Borrower
and the Lender’s sole interest in the Collater&bighe purpose of security for repayment of ttoah.

Section 11.14Expenses of Lender The Borrower agrees to pay the Lender’s facfigs of $200,000 and out-of-pocket expenses of
counsel for the Lender, including, but not limited financing statement filing fees.

Section 11.15Waiver of Jury Trial .

(a) TO THE EXTENT PERMITTED BY APPLICABLE LAW, BORR OWER BY EXECUTION HEREOF AND LENDER
BY ACCEPTANCE HEREOF, KNOWINGLY, VOLUNTARILY AND IN TENTIONALLY WAIVE ANY RIGHT THEY MAY
HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATIO N BASED ON, OR ARISING OUT OF, UNDER OR IN
CONNECTION WITH THE NOTE, THE LOAN DOCUMENTS OR ANY
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AGREEMENT CONTEMPLATED TO BE EXECUTED IN CONNECTION WITH THE NOTE, OR ANY COURSE OF CONDUCT,
COURSE OF DEALING, STATEMENTS (WHETHER VERBAL OR WR ITTEN) OR ACTIONS OF ANY PARTY WITH
RESPECT HERETO. THIS PROVISION IS A MATERIAL INDUCE MENT TO LENDER TO MAKE THE LOAN.

(b) BORROWER AND LENDER AGREE THAT THEY SHALL NOT H AVE A REMEDY OF PUNITIVE OR
EXEMPLARY DAMAGES AGAINST THE OTHER IN ANY DISPUTE AND HEREBY WAIVE ANY RIGHT OR CLAIM TO
PUNITIVE OR EXEMPLARY DAMAGES THEY HAVE NOW OR WHIC H MAY ARISE IN THE FUTURE IN CONNECTION
WITH ANY DISPUTE WHETHER THE DISPUTE IS RESOLVED BY ARBITRATION OR JUDICIALLY.

Section 11.16Further Acknowledgments and Agreements of Borrowerlnd Lender .

(a) The Borrower and the Lender acknowledge andeatirat they (i) have independently reviewed anuteyed each and every
provision of this Agreement, including the Schedwed Exhibits attached hereto and any and alf ckbeuments and items as they or their
counsel have deemed appropriate, and (ii) haveezhisto this Agreement and have executed the Dmmuments to which each is a party
voluntarily, without duress or coercion, and haveel all of the above with the advice of their legalinsel.

(b) The Borrower acknowledges and agrees thahg@xtent deemed necessary by it or its counsaidiits counsel have
independently reviewed, investigated and/or hallkfiowledge of all aspects of the transactions tredbasis for the transactions
contemplated by this Agreement and/or have chosetorso review and investigate (in which case Bbhaower acknowledges and agrees
that it has knowingly and upon the advice of colmsgved any claims or defenses based on any famby event of the transaction that any
investigation would have disclosed), including,heitit limitation:

(i) the risks and benefits of the various waiversghts contained in this Agreement, includingt hot limited to, the
waiver of the right to jury trial; and

(i) the adequacy of the consideration being tramefl under this Agreement.

(c) The Borrower has made its own investigatiotoaall matters it deems material to this transacéiod has not relied on any
statement of fact or opinion, disclosure or noreldisure by the Lender in any way, except for thesgeration recited herein, in entering into
this Agreement and executing the Loan Documents, an
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further acknowledges that the Lender has not maglevarranties or representations of any kind wétspect to this transaction, except as
be specifically set forth herein or in the docursea®ecuted in conjunction with this Agreement, trelBorrower is not relying on any such
representations or warranties.

Section 11.17CONFESSION OF JUDGMENT . BORROWER IRREVOCABLY AUTHORIZES AND EMPOWERS ANY
ATTORNEY OF ANY COURT OF RECORD WITHIN THE COMMONWE ALTH OF VIRGINIA OR WITHIN ANY
JURISDICTION IN WHICH BORROWER OR ITS AFFILIATES OP ERATE TO APPEAR FOR BORROWER IN ANY AND ALL
ACTIONS AND TO CONFESS JUDGMENT AGAINST BORROWER FOR ALL OR ANY PART OF THE SUMS DUE UNDER
THE NOTE AND/OR UNDER THE LOAN AGREEMENT; AND IN EI THER CASE FOR INTEREST, COSTS, AND FEES
TOGETHER WITH AN ATTORNEY COMMISSION OF FIVE PERCEN T (5%) OR $15,000, WHICHEVER IS GREATER.
BORROWER FURTHER AUTHORIZES AND EMPOWERS ANY ATTORN EY OF ANY COURT OF RECORD TO APPEAR FOR
AND ENTER JUDGMENT AGAINST BORROWER IN AN ACTION OF REPLEVIN OR ANY OTHER ACTION TO RECOVER
POSSESSION OF ANY COLLATERAL SECURING THIS NOTE. FOR PURPOSES OF CONFESSING JUDGMENT IN THE
COMMONWEALTH OF VIRGINIA, BORROWER HEREBY APPOINTS AND DESIGNATES J. PHILLIP LONDON, JR. AND
GEORGE E. KOSTEL, ESQUIRE, EITHER OF WHOM MAY ACT A S BORROWER’S DULY CONSTITUTED ATTORNEY-IN-
FACT, TO CONFESS JUDGMENT AGAINST BORROWER PURSUANT TO THE PROVISIONS OF THIS NOTE AND OF
SECTION 8.01-432 OF THE CODE OF VIRGINIA (1950), ASAMENDED, WHICH JUDGMENT SHALL BE CONFESSED IN
THE CIRCUIT COURT OF FAIRFAX COUNTY, VIRGINIA, OR T HE UNITED STATES DISTRICT COURT FOR THE
EASTERN DISTRICT OF VIRGINIA. UPON LENDER'S REQUEST , BORROWER (i) SHALL NAME SUCH ADDITIONAL OR
ALTERNATIVE PERSONS DESIGNATED BY LENDER AS BORROWE R’S DULY CONSTITUTED ATTORNEY OR
ATTORNEY-IN-FACT TO CONFESS JUDGMENT AGAINST BORROW ER IN ACCORDANCE WITH THE TERMS OF THIS
NOTE; AND (ii) SHALL AGREE TO THE DESIGNATION OF AN Y ADDITIONAL CIRCUIT COURTS IN THE
COMMONWEALTH OF VIRGINIA IN WHICH JUDGMENT MAY BE C  ONFESSED AGAINST BORROWER. NO SINGLE
EXERCISE OF THE POWER TO CONFESS JUDGMENT GRANTED IN THIS SECTION SHALL EXHAUST THE POWER,
REGARDLESS OF WHETHER SUCH EXERCISE IS RULED INVALI D VOID OR VOIDABLE BY ANY COURT. THE POWER
TO CONFESS JUDGMENT GRANTED IN THIS SECTION MAY BE EXERCISED FROM TIME TO TIME AS OFTEN AS THE
HOLDER OF THIS NOTE MAY ELECT. SUCH CONFESSIONS OF JUDGMENT OR ACTIONS SHALL BE WITH RELEASE
OF ERRORS, WAIVERS OF APPEALS, WITHOUT STAY OF EXEC UTION AND BORROWER WAIVES ALL RELIEF FROM
ANY AND ALL APPRAISEMENT OR EXEMPTION LAWS NOW IN F  ORCE OR HEREAFTER ENACTED. IF A COPY OF THE
NOTE, VERIFIED BY AN OFFICIAL OR AN
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OFFICER OF LENDER, SHALL BE FILED IN ANY PROCEEDING OR ACTION WHEREIN JUDGMENT IS TO BE
CONFESSED, IT SHALL NOT BE NECESSARY TO FILE THE OR IGINAL HEREOF AND SUCH VERIFIED COPY SHALL BE
SUFFICIENT WARRANT FOR ANY ATTORNEY OF ANY COURT OF RECORD TO APPEAR FOR AND CONFESS
JUDGMENT AGAINST BORROWER AS PROVIDED HEREIN. JUDGM ENT MAY BE CONFESSED FROM TIME TO TIME
UNDER THE AFORESAID POWERS AND NO SINGLE EXERCISE OF THE AFORESAID POWERS TO CONFESS
JUDGMENT, OR A SERIES OR JUDGMENTS, SHALL BE DEEMED TO EXHAUST THE POWER, WHETHER OR NOT SUCH
EXERCISE SHALL BE HELD BY ANY COURT TO BE INVALID, VOIDABLE, OR VOID, BUT THE POWER SHALL
CONTINUE UNDIMINISHED AND IT MAY BE EXERCISED FROM TIME TO TIME AS, AFTER AND AS LENDER SHALL
ELECT UNTIL SUCH TIME AS LENDER SHALL HAVE RECEIVED PAYMENT IN FULL OF ALL SUMS DUE UNDER THE
NOTE AND UNDER THE LOAN AGREEMENT, TOGETHER WITH IN TEREST, COSTS AND FEES. THE PROVISIONS OF
THIS SECTION 13 ARE EXERCISABLE BY LENDER ONLY IF A DEFAULT OR AN EVENT OF DEFAULT UNDER THE
NOTE OR ANY OF THE LOAN DOCUMENTS OCCURS.

Section 11.18WAIVER REGARDING CONFESSION OF JUDGMENT. THE NOTE P ROVIDES FOR THE REMEDY OF
CONFESSION OF JUDGMENT BY LENDER. IN CONNECTION THE REWITH, BORROWER INTENTIONALLY,
VOLUNTARILY, KNOWINGLY AND INTELLIGENTLY WAIVES ITS RIGHT, IF ANY, TO NOTICE AND TO BE HEARD
BEFORE THE ENTRY OF JUDGMENT BY CONFESSION. BORROWE R ACKNOWLEDGES THAT IT IS REPRESENTED BY
INDEPENDENT LEGAL COUNSEL AND THAT COUNSEL HAS EXPL AINED THE MEANING OF THIS WAIVER AND
REMEDY TO BORROWER.

IN WITNESS WHEREOF , the undersigned have executed this Agreemeritthg alay and year first above written.
LENDER:
STONEHENGE FUNDING, LC

BY:

Name
Title:

BORROWER:

COMSTOCK HOMEBUILDING COMPANIES, INC
27
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BY:
Name
Title:




SCHEDULE 3.12
CHIEF EXECUTIVE OFFICE; PLACES OF BUSINESS
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SCHEDULE 3.14
OTHER NAMES
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SCHEDULE 3.19
EXCEPTIONS TO ENVIRONMENTAL REPRESENTATIONS
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SCHEDULE 5.5(d)

BORROWER'S 2007 FEDERAL INCOME TAX RETURN
[attached]
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Exhibit 10.58
GUARANTY AGREEMENT

THIS GUARANTY dated February , 2008 (together with any amendments or modificetibereto in effect from time to time, the
Guaranty " ), made byCOMSTOCK POTOMAC YARD, L.C. , a Virginia limited liability company having an digss at
(*“ Guarantor "), in favor of STONEHENGE FUNDING, LC , having an office at 11465 Sunset
Hills Road, #620, Reston, Virginia 20190 [(ender " ).

To induce Lender to make loans, extensions of tredither financial accommodationsG@MSTOCK HOLDING COMPANIES,
INC. (“ Borrower " ), now or in the future, to secure the observancemgsy and performance of the Liabilities (as defibetbw), and witt
full knowledge that Lender would not make the da@hs, extensions of credit or financial accommiodatwithout this Guaranty Agreement,
which shall be construed as a contract of surgtyshuarantor jointly and severally, and uncondgibnagrees as follows:

1.LIABILITIES GUARANTEED

1.1. Guarantor, jointly and severally, hereby gotgas and becomes surety to Lender for the fudinpt and unconditional
payment of the Liabilities (as defined below), wlad as the same shall become due, whether atatiee snaturity date, by acceleration or
otherwise, and the full, prompt and unconditioraifprmance of each term and condition to be peréarisy Borrower under the Loan
Documents (as defined below). This Guaranty iy obligation of Guarantor and shall be a caritig inexhaustible Guaranty. This is a
guaranty of payment and not of collection. Lendaymequire Guarantor to pay and perform its lidibii and obligations under this Guaranty
and may proceed immediately against Guarantor witheing required to bring any proceeding or take @&ction against Borrower, any otl
guarantor or any other person, entity or properiyrghereto, the liability of Guarantor hereuntbeing joint and several, and independent of
and separate from the liability of Borrower, ank@tguarantor or person, and the availability botcollateral security for the Note and the
other Loan Documents.

2.DEFINITIONS .
2.1." Note " means that certain Promissory Note of even datwitr in the principal amount of Four Million an@/200 Dollars
($4,000,000) from Borrower to Lender.

2.2." Loan Documents” shall have the meaning set forth in the Note. Enms of the Loan Documents are hereby made af
this Guaranty to the same extent and with the sffeet as if fully set forth herein.

2.3" Liabilities " means, collectively: (i) the repayment of all sutng under the Note (and all extensions, renewgdacement
and amendments thereof) and the other Loan Docwm@hthe performance of all terms, conditionsl @ovenants set forth in tl



Loan Documents; and (iii) all other obligationsirdebtedness of Borrower to Lender whenever bordogvancurred, including without
limitation, principal, interest, fees, late chargesl expenses, including reasonable attorneys!’ fees

2.4 All capitalized terms not otherwise defineddieishall have the meaning ascribed to them i.tizan Documents.

3.REPRESENTATION AND WARRANTIES . Guarantor represents and warrants to Lenderllasvio

3.1.0rganization, Powers. Guarantor (i) is a limited liability company dulgrmed, validly existing and in good standing unde
the laws of the Commonwealth of Virginidii) has the power and authority as a limited lidpicompany to own its properties and assets and
to carry on its business as now being conductechamw contemplated; and (iii) has the power andaaity as a limited liability company
to execute, deliver and perform, and by all neagsasetion has authorized the execution, delivery p@rformance of, all of its obligations
under this Guaranty and any other Loan Documewtich it is a party.

3.2.Execution of Guaranty . This Guaranty and each other Loan Document telw@iuarantor is a party have been duly exec
and delivered by Guarantor. Execution, delivery padormance of this Guaranty and each other Loacubhent to which Guarantor is a
party will not: (i) violate any provision of lawyrader of any court, agency or instrumentality of gaument, or any provision of any indenture,
agreement or other instrument to which it is aypartby which it or any of its properties is boulid), result in the creation or imposition of
any lien, charge or encumbrance of any naturey ditfae the liens created by the Loan Documentsj(i@hdequire any authorization, conse
approval, license, exemption of, or filing or regasion with, any court or governmental authority.

3.3.0bligations of Guarantor . This Guaranty and each other Loan Document tehvBiuarantor is a party are the legal, valid
and binding obligations of Guarantor, enforcealglgisst it in accordance with their terms, excepghassame may be limited by bankruptcy,
insolvency, reorganization or other laws or equéalyinciples relating to or affecting the enforahof creditors’ rights generally. The loans
or credit accommodations made by Lender to Borramerthe assumption by Guarantor of its obligatiee®under and under any other L
Document to which Guarantor is a party will resnlmaterial benefits to Guarantor. This Guarantg watered into by Guarantor for
commercial purposes.

3.4.Litigation . There is no action, suit, or proceeding at lawnaquity or by or before any governmental auttypagency or
other instrumentality now pending or, to the knadge of Guarantor, threatened against or affectingréntor or any of its properties or rig
which, if adversely determined, would materiallypiair or affect: (i) the value of any collateral seng the Liabilities; (ii) Guarantor’s right
to carry on its business substantially as now cotetli(and as now contemplated); (iii) its financahdition; or (iv) its capacity to
consummate and perform its obligations under thiar@nty or any other Loan Document to which Guanaista party.
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3.5.No Defaults. Guarantor is not in default in the performandesesvance or fulfillment of any of the obligatiogsyenants or
conditions contained herein.

3.6.No Untrue Statements. No Loan Document or other document, certificatstatement furnished to Lender by or on behalf of
Guarantor contains any untrue statement of a nahfexit or omits to state a material fact necessaoyder to make the statements contained
herein and therein not misleading. Guarantor ackedges that all such statements, representatiahsvarranties shall be deemed to have
been relied upon by Lender as an inducement to iekeoan to Borrower.

4.NO LIMITATION OF LIABILITY

4.1. Without incurring responsibility to Guarantand without impairing or releasing the obligati@issuarantor to Lender, and
without reducing the amount due under the termthiefGuaranty, Lender may at any time and from timgéme, without the consent of or
notice to Guarantor, upon any terms or conditians, in whole or in part:

4.1.1. Change the manner, place or terms of payofdiricluding, without limitation, the interestteaand monthly payme
amount), and/or change or extend the time for paymog or renew or modify, any of the Liabilitiesny security therefor, or any of the Loan
Documents evidencing same, and the Guaranty heraile shall apply to the Liabilities and the LoarcDments as so changed, extended,
renewed or modified;

4.1.2. Sell, exchange, release, surrender, reafiaa or otherwise deal with in any manner and ynander, any property
securing the Liabilities;

4.1.3. Exercise or refrain from exercising any tighgainst Borrower or other obligated partiesl(iding Guarantor) or
against any security for the Liabilities;

4.1.4. Settle or compromise any Liabilities, whetimea proceeding or not, and whether voluntarilynwoluntarily, dispose
of any security therefor (with or without considéwsa), and subordinate the payment of any of thabllities, whether or not due, to the
payment of liabilities owing to creditors of Borremother than Lender and Guarantor;

4.1.5. Apply any sums it receives, by whomever paiowever realized, to any of the Liabilities;

4.1.6. Add, release, settle, modify or dischargeahligation of any maker, endorser, guarantoetguobligor or any other
party who is in any way obligated for any of thalilities;

4.1.7. Accept any additional security for the Llaigis; and/or
3



4.1.8. Take any other action which might constitutdefense available to, or a discharge of, Borr@xeany other obligate
party (including Guarantor) in respect of the Llgieis.

4.2. The invalidity, irregularity or unenforceabjliof all or any part of the Liabilities or any Le®ocument, or the impairment or loss
any security therefor, whether caused by any adtidnaction of Lender, or otherwise, shall noeaff impair or be a defense to Guarantor’s
obligations under this Guaranty.

5.LIMITATION ON SUBROGATION. Until such time as the Liabilities are paid in fluarantor waives any present or future right
to which Guarantor is or may become entitled taigrogated to Lender’s rights against Borroweonadek contribution, reimbursement,
indemnification, payment or the like, or participatin any claim, right or remedy of Lender agaiBetrower or any security which Lender
now has or hereafter acquires, whether or not slaé, right or remedy arises under contract, inityg by statute, under common law or
otherwise. If, notwithstanding such waiver, anydsor property shall be paid or transferred to @utr on account of such subrogation,
contribution, reimbursement, or indemnificatioraay time when all of the Liabilities have not begid in full, Guarantor shall hold such
funds or property in trust for Lender and shalttiorith pay over to Lender such funds and/or propertbe applied by Lender to the
Liabilities.

6. COVENANTS .
6.1.Financial Statements; Compliance Certificate

6.1.1. Guarantor shall furnish to Lender the follogvfinancial information, in each instance preplaireaccordance with
generally accepted accounting principles consilsteqmplied:

(a) Not later than thirty (30) days after the fjiwith the Internal Revenue Service, a true, cotead signed copy
of the federal tax return, including all schedut&fsGuarantor.

(b) Such other information respecting the financ@idition of Guarantor as Lender may from timénee reasonabl
request including, but not limited to, a financttement.

6.1.2. Guarantor shall promptly notify Lender of thccurrence of any Default, Event of Default urttiées Guaranty or any
other Loan Document, adverse litigation or mateathlerse change in its financial condition.

6.2.Subordination of Other Debts. Guarantor agrees: (a) to subordinate the obtigathow or hereafter owed by Borrower to
Guarantor ( Subordinated Debt” ) to any and all obligations of Borrower to Lendew or hereafter existing while this Guaranty is in
effect, provided however that Guarantor may recegggilarly scheduled principal and interest
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payments on the Subordinated Debt so long asl Guais due and payable by Borrower to Lender haes Ipaid in full on or prior to such
date, and (ii) no event which is or, with the pagsaf time or giving of notice or both, could beaan Event of Default shall have occurred
and be continuing; (b) Guarantor will either plackegend indicating such subordination on everg Hetiger page or other document
evidencing any part of the Subordinated Debt owdebuch documents to Lender; and (c) except amitied by this paragraph, Guarantor
will not request or accept payment of or any ségdior any part of the Subordinated Debt, and amecpeds of the Subordinated Debt paid to
Guarantor, through error or otherwise, shall imragy be forwarded to Lender by Guarantor, propengiorsed to the order of Lender, to
apply to the Liabilities.

7.EVENTS OF DEFAULT .

Each of the following shall constitute a defaulidl, ar’ Event of Default ” ) hereunder:

7.1. Non-payment when due of any sum required todie to Lender under any of the Loan Documentsf any of the other
Liabilities;

7.2. A breach by Guarantor of any other term, camgncondition, obligation or agreement under Gigranty, and the
continuance of such breach for a period of thig®)(days after written notice thereof shall haverbgiven to Guarantor;

7.3. Any representation or warranty made by Guarantthis Guaranty shall prove to be false, ineotror misleading in any
material respect as of the date when made;

7.4. An Event of Default under any of the Loan Doeunts.

8.REMEDIES .

8.1. Upon an Event of Default, all liabilities ofi@rantor hereunder shall become immediately dugpapdble without demand or
notice and, in addition to any other remedies mtediby law, Lender may:

8.1.1. Enforce the obligations of Guarantor unties Guaranty.

8.1.2. To the extent not prohibited by and in dddito any other remedy provided by law, setoffiagaany of the
Liabilities any sum owed by Lender in any capatityGuarantor whether due or not.

8.1.3. Perform any covenant or agreement of Guaramdefault hereunder (but without obligationdim so) and in that
regard pay such money as may be required or ask enaly reasonably deem expedient. Any costs, egpansfees, including reasonable
attorneys’ fees and costs, incurred by Lender imeaction with the foregoing shall be included ia thabilities guaranteed hereby, and shall
be due and payable on demand, together with irtatélse Default Rate (as defined and describedarNote), such interest to be calculated
from the



date of such advance to the date of repaymentdhekay such action by Lender shall not be deenoelgeta waiver or release of Guarantor
hereunder and shall be without prejudice to angmtight or remedy of Lender.

8.2. Settlement of any claim by Lender against 8ear, whether in any proceeding or not, and whetbkrntary or involuntary,
shall not reduce the amount due under the terrttioGuaranty, except to the extent of the amoatuadly paid by Borrower or any other
obligated party and legally retained by Lenderanrmection with the settlement (unless otherwiseides for herein).

9. MISCELLANEOUS .

9.1.CONFESSION OF JUDGMENT . GUARANTOR DOES HEREBY AUTHORIZE AND EMPOWER ANY
ATTORNEY OF ANY COURT OF RECORD WITHIN THE UNITED S TATES TO APPEAR FOR GUARANTOR IN ANY COURT
LOCATED WITHIN A JURISDICTION WHERE BORROWER OR AFF ILIATES OF BORROWER OPERATE AND CONFESS
JUDGMENT AGAINST GUARANTOR FOR THE PRINCIPAL SUM AN D ANY AND ALL INTEREST DUE TO THE DATE OF
CONFESSION OF JUDGMENT AND FOR COSTS OF SUIT AND ANATTORNEY'S COMMISSION OF FIVE PERCENT
(5%) OR FIFTEEN THOUSAND ($15,000.00) DOLLARS, WHICHEVER IS GREATER. FOR PURPOSES OF CONFESSING
JUDGMENT IN THE COMMONWEALTH OF VIRGINIA, GUARANTOR  HEREBY APPOINTS AND DESIGNATES J. PHILLIP
LONDON, JR. AND GEORGE E. KOSTEL, ESQUIRE, EITHER O F WHOM MAY ACT AS GUARANTOR’S DULY
CONSTITUTED ATTORNEY-IN-FACT, TO CONFESS JUDGMENT A GAINST GUARANTOR PURSUANT TO THE
PROVISIONS OF THIS GUARANTY AND SECTION 8.01-432 OF THE CODE OF VIRGINIA (1950), AS AMENDED, WHICH
JUDGMENT SHALL BE CONFESSED IN THE CIRCUIT COURT OF FAIRFAX COUNTY OR THE UNITED STATES
DISTRICT COURT FOR THE EASTERN DISTRICT OF VIRGINIA . UPON LENDER’S REQUEST, GUARANTOR (i) SHALL
NAME SUCH ADDITIONAL OR ALTERNATIVE PERSONS DESIGNA TED BY LENDER AS GUARANTOR'’S DULY
CONSTITUTED ATTORNEY OR ATTORNEY-IN-FACT TO CONFESS JUDGMENT AGAINST GUARANTOR IN
ACCORDANCE WITH THE TERMS OF THIS GUARANTY; AND (ii ) SHALL AGREE TO THE DESIGNATION OF ANY
ADDITIONAL CIRCUIT COURTS IN THE COMMONWEALTH OF VI RGINIA IN WHICH JUDGMENT MAY BE CONFESSED
AGAINST GUARANTOR. NO SINGLE EXERCISE OF THE POWER TO CONFESS JUDGMENT GRANTED IN THIS SECTION
SHALL EXHAUST THE POWER, REGARDLESS OF WHETHER SUCH EXERCISE IS RULED INVALID, VOID OR
VOIDABLE BY ANY COURT. THE POWER TO CONFESS JUDGMEN T GRANTED IN THIS SECTION MAY BE EXERCISED
FROM TIME TO TIME AS OFTEN AS THE HOLDER OF THIS GU ARANTY MAY ELECT. FURTHER, GUARANTOR
HEREBY WAIVES AND RELEASES ALL ERRORS AND ALL RIGHT S TO EXEMPTION, APPEAL, STAY OF EXECUTION,
OR INQUISITION OR EXTENSION UPON ANY LEVY UPON REAL ESTATE OR PERSONAL PROPERTY TO WHICH
GUARANTOR




MAY OTHERWISE BE ENTITLED UNDER THE LAWS OF THE COM MONWEALTH OF VIRGINIA OR ANY OTHER STATE
WITHIN THE UNITED STATES NOW IN FORCE OR WHICH MAY HEREAFTER BE PASSED. THIS POWER AND
AUTHORIZATION MAY BE USED AND REUSED AND SHALL NOT BE EXHAUSTED BY USE. THE PROVISIONS OF THIS
SECTION 9.1 SHALL BE EXERCISABLE BY LENDER ONLY FOL LOWING AN EVENT OF DEFAULT HEREUNDER.

9.2.Remedies Cumulative The rights and remedies of Lender, as providedih@nd in any other Loan Document, shall be
cumulative and concurrent, may be pursued sepgyatatcessively or together, may be exercisedtas as occasion therefor shall arise, and
shall be in addition to any other rights or remedienferred upon Lender at law or in equity. Thikufa, at any one or more times, of Lender
to exercise any such right or remedy shall in nengébe construed as a waiver or release therentidreshall have the right to take any action
it deems appropriate without the necessity of t@spto any collateral securing this Guaranty.

9.3.Integration . This Guaranty and the other Loan Documents domstihe sole agreement of the parties with respettie
transaction contemplated hereby and supersedeshih@gotiations and prior writings with respedargto.

9.4.Attorneys’ Fees and Expenseslf Lender retains the services of counsel byoaaxf a claim of a default or an Event of
Default hereunder or under any of the other Loanubwents, or on account of any matter involving igranty, or for examination of
matters subject to Lender’s approval under the I@acuments, all costs of suit and all reasonaliterays’ fees and such other reasonable
expenses so incurred by Lender shall forthwithdemand, become due and payable and shall be sdueneday.

9.5.No Implied Waiver . Lender shall not be deemed to have modified davedhany of its rights or remedies hereunder unless
such modification or waiver is in writing and sighiey Lender, and then only to the extent specificsdt forth therein. A waiver in one event
shall not be construed as continuing or as a waif’er bar to such right or remedy on a subsegeeeit.

9.6.Waiver . Guarantor waives notice of acceptance of thisr@tg and notice of the Liabilities and waives netof default,
non-payment, partial payment, presentment, denmaotest, notice of protest or dishonor, and aleothotices to which Guarantor might
otherwise be entitled or which might be requiredaw to be given by Lender. Guarantor waives thhtrto marshalling of Borrower’s assets
or any stay of execution and the benefit of allnegion laws, to the extent permitted by law, any ather protection granted by law to
guarantors, now or hereafter in effect with respeeny action or proceeding brought by Lenderragat. Guarantor irrevocably waives all
claims of waiver, release, surrender, alterationamnpromise and the right to assert against Leadgidefenses, set-offs, counterclaims, or
claims that Guarantor may have at any time ag&astower or any other party liable to Lender.
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9.7.No Third Party Beneficiary . Except as otherwise provided herein, Guarantdriaamder do not intend the benefits of this
Guaranty to inure to any third party and no thiadty (including Borrower) shall have any statughtior entittement under this Guaranty.

9.8.Partial Invalidity . The invalidity or unenforceability of any onerapre provisions of this Guaranty shall not render athe:
provision invalid or unenforceable. In lieu of ainyalid or unenforceable provision, there shalbloeed automatically a valid and enforce:
provision as similar in terms to such invalid oeaforceable provision as may be possible.

9.9.Binding Effect . The covenants, conditions, waivers, releasesagrneements contained in this Guaranty shall bind,the
benefits thereof shall inure to, the parties heagtn their respective heirs, executors, admin@tsasuccessors and assigns; provided,
however, that this Guaranty cannot be assigneduarahtor without the prior written consent of Lenaad any such assignment or
attempted assignment by Guarantor shall be voicoédnd effect with respect to the Lender.

9.10.Maodifications . This Guaranty may not be supplemented, extendedified or terminated except by an agreement itingr
signed by the party against whom enforcement ofveaiyer, change, modification or discharge is sdugh

9.11.Jurisdiction . ANY LITIGATION BASED HEREON, OR ARISING OUT OF, UND ER OR IN CONNECTION WITH
THIS GUARANTY SHALL BE BROUGHT AND MAINTAINED EXCLU SIVELY IN THE COURTS OF THE
COMMONWEALTH OF VIRGINIA OR IN THE UNITED STATES DI STRICT COURT FOR THE EASTERN DISTRICT OF
VIRGINIA; PROVIDED THAT NOTHING IN THIS GUARANTY SHALL BE DEEMED OR OP ERATE TO PRECLUDE THE
LENDER FROM BRINING SUIT OR TAKING OTHER LEGAL ACTI ON IN ANY OTHER JURISDICTION IN WHICH
BORROWER OR AFFILIATES OF BOROWER OPERATE. GUARANTO R HEREBY EXPRESSLY AND IRREVOCABLY
SUBMITS TO THE JURISDICTION OF THE COURTS OF THE CO MMONWEALTH OF VIRGINIA AND OF THE UNITED
STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF V IRGINIA. FOR THE PURPOSE OF ANY SUCH
LITIGATION AS SET FORTH ABOVE, GUARANTOR FURTHER IR REVOCABLY CONSENTS TO THE SERVICE OF
PROCESS BY REGISTERED MAIL, POSTAGE PREPAID, OR BY PERSONAL SERVICE WITHIN OR WITHOUT THE
COMMONWEALTH OF VIRGINIA. GUARANTOR HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW,
ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO  THE LAYING OF VENUE OF ANY SUCH LITIGATION
BROUGHT IN ANY SUCH COURT REFERRED TO ABOVE AND ANY SUCH CLAIM THAT ANY SUCH LITIGATION HAS
BEEN BROUGHT IN AN INCONVENIENT FORUM.

9.12.Notices. All notices and communications under this Guarahtall be in writing and shall be given by eitk&r hand-
delivery, (b) certified or registered mail, post



prepaid, return receipt requested, or (c) reliaviernight commercial courier (charges prepaidjhtaddresses listed in this Guaranty. Notice
shall be deemed to have been given and receiyatib{i hand delivery, upon delivery; (i) if by adied or registered mail, return receipt
requested, upon receipt or rejection; and (iihyifovernight courier, on the date scheduled foivdgy. A party may change its address by
giving written notice to the other party as specifherein.

9.13.Governing Law . This Guaranty shall be governed by and constimagdcordance with the substantive laws of the
Commonwealth of Virginia without reference to cacetfbf laws principles.

9.14.Continuing Enforcement . If, after receipt of any payment of all or anytpaf the Liabilities, Lender is compelled or agsee
for settlement purposes, to surrender such paytoearty person or entity for any reason (includinghout limitation, a determination that
such payment is void or voidable as a preferendeadulent conveyance, an impermissible setof§ diversion of trust funds), then this
Guaranty shall continue in full force and effecberreinstated, as the case may be, and Guardmatbbs liable for, and shall indemnify,
defend and hold harmless Lender with respect téuheamount so surrendered. The provisions of 8gestion shall survive the termination of
this Guaranty and shall remain effective notwithdiag the payment of the Liabilities, the cancédiaiof the Notes, this Guaranty or any
other Loan Document, the release of any securigrést, lien or encumbrance securing the Liabdieany other action which Lender may
have taken in reliance upon its receipt of suchvEyt. Any cancellation, release or other such adlmll be deemed to have been
conditioned upon any payment of the Liabilitiesingvbecome final and irrevocable.

9.15.WAIVER OF JURY TRIAL . GUARANTOR AND LENDER AGREE THAT, TO THE EXTENT PE RMITTED BY
APPLICABLE LAW, ANY SUIT, ACTION OR PROCEEDING, WHE THER CLAIM OR COUNTERCLAIM, BROUGHT BY
LENDER OR GUARANTOR ON OR WITH RESPECT TO THIS GUAR ANTY OR ANY OTHER LOAN DOCUMENT OR THE
DEALINGS OF THE PARTIES WITH RESPECT HERETO OR THER ETO, SHALL BE TRIED ONLY BY A COURT AND NOT
BY A JURY. LENDER AND GUARANTOR EACH HEREBY KNOWING LY, VOLUNTARILY, INTENTIONALLY AND
INTELLIGENTLY, AND WITH THE ADVICE OF THEIR RESPECT IVE COUNSEL, WAIVE, TO THE EXTENT PERMITTED
BY APPLICABLE LAW, ANY RIGHT TO A TRIAL BY JURY IN  ANY SUCH SUIT, ACTION OR PROCEEDING. GUARANTOR
ACKNOWLEDGES AND AGREES THAT THIS SECTION IS A SPEC IFIC AND MATERIAL ASPECT OF THIS GUARANTY
AND THAT LENDER WOULD NOT EXTEND CREDIT TO BORROWER IF THE WAIVERS SET FORTH IN THIS SECTION
WERE NOT A PART OF THIS GUARANTY.

9.16.LIMITATION ON LIABILITY; WAIVER OF PUNITIVE DAMAGES . EACH OF THE PARTIES HERETO,
INCLUDING LENDER BY ACCEPTANCE HEREOF, AGREES THAT IN ANY JUDICIAL, MEDIATION OR ARBITRATION
PROCEEDING OR ANY CLAIM OR CONTROVERSY BETWEEN
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THEM THAT MAY ARISE OUT OF OR BE IN ANY WAY CONNECT ED WITH THIS GUARANTY, ANY OTHER LOAN
DOCUMENT OR ANY OTHER AGREEMENT OR DOCUMENT BETWEEN THEM OR THE OBLIGATIONS EVIDENCED
HEREBY OR RELATED HERETO, IN NO EVENT SHALL EITHER PARTY HAVE A REMEDY OF, OR BE LIABLE TO THE
OTHER FOR (1) INDIRECT, SPECIAL OR CONSEQUENTIAL DA MAGES OR (2) PUNITIVE OR EXEMPLARY DAMAGES.
EACH OF THE PARTIES HEREBY EXPRESSLY WAIVES ANY RIG HT OR CLAIM TO PUNITIVE OR EXEMPLARY
DAMAGES IT MAY HAVE OR WHICH MAY ARISE IN THE FUTUR E IN CONNECTION WITH ANY SUCH PROCEEDING,
CLAIM OR CONTROVERSY, WHETHER THE SAME IS RESOLVED BY ARBITRATION, MEDIATION, JUDICIALLY OR
OTHERWISE.

IN WITNESS WHEREOF , Guarantor, intending to be legally bound, hay @éxlecuted and delivered this Guaranty Agreemenf as
the day and year first above written.

GUARANTOR:
WITNESS: COMSTOCK POTOMAC YARD, L.C., a
Virginia limited liability company

By:  Comstock Homebuilding Companies, Inc., its Manz
By:

Name
Title:
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Exhibit 10.59
SUPPLEMENT TO INDENTURE

This SUPPLEMENT TO INDENTURE, dated as of Janugrg0d08 (this “Supplement”), is between Comstock lebmilding
Companies, Inc., a Delaware corporation (the “Campyaand Wells Fargo Bank, N.A., as Trustee (iotsgapacity, the “Trustee”).

RECITALS OF THE COMPANY

WHEREAS, the Company and the Trustee have exeautédielivered the Indenture, dated as of Marci2@67 (the “Indenture”),
pursuant to which the Company’s Senior Notes du& Zthe “Original Notes”) were issued;

WHEREAS, J.P. Morgan Ventures Corporation, the fieiaéholder of the Original Notes (the “Originbloteholder”), has consented to
amend and restate the Indenture and the Origindd\subject to the terms and provisions of thigpgBment;

WHEREAS, the Company has duly authorized the exataind delivery of this Supplement; and

WHEREAS, all things necessary to make this Suppig¢raevalid agreement of the Company, in accordaviteits terms, have been
done.

NOW, THEREFORE, THIS SUPPLEMENT WITNESSETH:

For good and valuable consideration, the receigtsafficiency of which are hereby acknowledged, fondhe equal and proportionate
benefit of all Holders of the Original Notes, thnelénture is hereby supplemented as follows:

1. Upon execution and delivery of this Supplem#rd, Company shall pay to the Original Noteholdeash deposit (the “Deposit”) in
the amount of Two Hundred Fifty Thousand Dollard5®,000.00). The Original Noteholder shall hold Breposit until the Closing Date (as
hereinafter defined) and apply it to the paymemstdbed in Section 3(a) or Section 4(a) of this[@Bement, as the case may be, provided that
the Original Noteholder may take from the Depasitifs own account an amount (the “Expense Paymeiptto One Hundred Thousand
Dollars ($100,000.00) to pay or reimburse itseifife fees and expenses in connection with theeteft Intent dated December 21, 2007 (the
“Letter of Intent”) between the Company and thegiwal Noteholder and the Transaction Documentslédised in the Letter of Intent),
including, without limitation, expenses of attorsegiccountants, or advisors retained by or reptieggethe Original Noteholder.

2. Prior to the Closing Date, the Original Notelesldhall not issue a Put Election Notice (as definghe Indenture) unless an Event of
Default (as defined in the Indenture) under theshitdre which is not currently existing occurs. Ehehall be no notices of default issued
to the Closing Date for the failure of the Compaémynake a deposit into the Interest Reserve Acc@mtefined in the Indenture) on
December 30, 2007, pursuant to Section 10.5(fhefimdenture



3. On or before the Closing Date (as hereinaftéindd), the Company shall either (a) pay to thegDdal Noteholder or its designee in
cash the amount of Fifteen Million Dollars ($15,00@0.00) or (b) cause, subject to the satisfaaifcthe conditions precedent set forth in
Section 4 of this Supplement, the Company and thet&e to execute an Amended and Restated Indanttive form of Exhibit Ahereto (the
“Amended Indenture”) and issue new Senior Notesiédimed in the Amended Indenture) in exchangetferOriginal Notes held by the
Original Noteholder. The Company shall give to @réginal Noteholder and Trustee an irrevocable lainding notice in the form of Exhibit
B hereto (the “Closing Date Noticedf whether it will make the payment under claugeofahis Section 3 or cause the execution andresfi
of the Amended Indenture and issuance of the newBB otes, specifying the date (the “Closing Daiari which such events shall occur,
provided that the Closing Date shall be not latantten (10) days after the date of the Closing Diitice and in no event shall be later than
March 10, 2008. If the Company fails to deliver @lesing Date Notice by 5:00 PM, New York time, legbruary 29, 2008, it shall be
deemed to have elected to make the payment uralesec(a) of this Section 3. To the extent the Diepaseeds the Expense Payment at the
time a payment under clause (a) of this Sectia@ayable, the Original Noteholder shall apply sextess against the Compangbligation
to make such a payment. On the date any paymeet efalise (a) of this Section 3 is payable, the @y shall (i) pay all accrued and
unpaid interest accruing with respect to the OdfiMotes through and including such date, in cashrmt from funds in the Interest Reserve
Account, and (ii) cause the Trustee to pay fromitierest Reserve Account to the Original Noteholleestructuring fee in the amount of
One Hundred Thousand Dollars ($100,000.00), whament shall be deemed not to be a payment ofslaaitinot affect the Company’s
obligations to pay, principal or interest with respto the Original Notes. Upon the Original Notieleo's receipt of the payment under clause
(a) of this Section 3 and any other amounts payabtier this Paragraph, the Company and the Orijlot¢holder shall deliver a notice to
Trustee in the form of Exhibit @ereto and the Original Notes shall be surrenderdide Trustee for cancellation.

4. The obligations of the Original Noteholder tmsent to the execution and delivery of the Amerideénture, and the obligations of
the Trustee to execute and deliver the Amendecdhhude, are subject to the satisfaction of the feifm conditions precedent on or before the
Closing Date:

(a) the Company shall have paid a restructuringrigay in the amount of Eight Million Dollars ($8,0000) in cash to the Original
Noteholder or its designee; provided that to thiemtxthe Deposit then exceeds the Expense Paytherriginal Noteholder shall apply su
excess against the Company’s obligations undeiStision 4(a);

(b) the Company shall have (i) issued and duly eteztand delivered Senior Notes (the “New Notes'gécordance with the Amended
Indenture in the aggregate principal amount of 8év#lion Dollars ($7,000,000), and (i) instructéide Trustee to exchange the Original
Notes for the New Notes, in accordance with Secidnof the Indenture

(c) the Company shall have directed the Trustematwsfer to the Original Noteholder, and the OrdjiNoteholder shall have received,
the entire balance of the Interest Reserve Accanithe amount of at least $866,700, as a pre-payofahe interest due with respect to the
New Notes until December 31, 2008, with the balasfcauch funds constituting



restructuring fee paid to the Original Noteholdérieth payment shall be deemed not to be a paymeandfshall not affect the Company’s
obligations to pay, principal or interest with respto the New Notes;

(d) the Company shall have paid all accrued andighnipterest accruing with respect to the OrigiNates through and including the
Closing Date, in cash and not from funds in therest Reserve Account;

(e) the Company shall have issued warrants (therf&dgs”) to the Original Noteholder or its desigrieg@urchase 1,000,000 shares of
Class A common stock of the Company (the “Stock8reisable at the Original Noteholder’s option ray éme within seven (7) years from
the Closing Date at an exercise price equal to fefGhare of Stock, which Warrants shall be inféinen of Exhibit Dhereto; and

(f) the Company shall have certified to the Trusiad the Original Noteholder that each of the Aneehishdenture, the New Notes and
the Warrants have been duly authorized, executddlalivered by the Company and constitute legdidamnd binding obligations of the
Company, enforceable against the Company in acnoedaith their terms;

5. Until the execution and delivery of the Amendiedenture and the satisfaction of the conditiorecpdent set forth in Section 4 of t
Supplement, the Trustee shall not withdraw, transfe@pply any funds in the Interest Reserve Actexcept in accordance with this
Supplement.

6. If for any reason other than the Original Noldleds material breach of its obligations under Tiansaction Documents, either the
Company fails to proceed to the Closing (as defingtie Letter of Intent) on the date set forthtia Closing Notice or the Closing Date does
not occur by March 10, 2008, then in either suatnéya) the Original Noteholder shall be entitledipply the Deposit (less any costs, fees
and expenses paid from the Deposit) to the outstgrtincipal amount of the Original Notes and iy Original Noteholder shall be entitled
to receive a restructuring fee in the amount of 8oadred Thousand Dollars ($100,000.00). Notwithdiag anything to the contrary in the
Indenture or the Control Agreement, if the OrigiNaiteholder notifies the Trustee that the Origikateholder is entitled to the restructuring
fee in accordance with the preceding sentenceltigtee shall immediately pay One Hundred Thougwlthrs ($100,000.00) from the
Interest Reserve Account to the Original Noteholdighout any further direction or consent of then@many, which payment shall not be
deemed to be a payment of principal or interegt waspect to the Original Notes, and the Compaajl sfbmain obligated to pay all such
principal and interest with respect to the OrigiNates.

7. The Company hereby represents and warrantthddvenefit of the Trustee and the Original Notdhglthat:

(a) this Supplement has been duly authorized, egdand delivered by the Company and constitutesetal, valid and binding
obligation of the Company, enforceable againstGbmpany in accordance with its terms;

(b) the Company has no unencumbered as



(c) the Company has paid interest with respedtédQriginal Notes through December 31, 2007; and

(d) the average closing price of the Stock duriregrnonth of December 2007, as reported on The NAZSBfock Market was $.70 per
share of the Stock.

[signature page follows



IN WITNESS WHEREOF, the parties hereto have catisisdSupplement to be duly executed as of the ddyyear first above written.

COMSTOCK HOMEBUILDING COMPANIES,
INC.

By:
Name
Title:

WELLS FARGO BANK, N.A. , as Truste:

By:
Name
Title:




EXHIBIT A

Form of Amended Indenture
[see next page



EXHIBIT B

Form of Closing Date Notice

, 200¢

Wells Fargo Bank, N.A., as Trustee
[address]

J.P. Morgan Ventures Corporation
c/o JPMorgan Chase Bank, N.A.
277 Park Avenue, 8th Floor

New York, New York 1017:
Attention: Mr. John P. McDonagh

Re: Closing Date Notice

Ladies and Gentlemen:

We refer to the Supplement to Indenture, dated darwary 7, 2008 (the “Supplement”), between CoolsHomebuilding
Companies, Inc. (the “Company”) and Wells FargolB&hA., as Trustee. Capitalized terms used butlefined herein shall have the
meanings assigned to such terms in the Supplement.

Pursuant to Section 3 of the Supplement, the Cosnpareby notifies you that [the Company will make payment under clause
(a) of Section 3 of the Supplement] [the Companly caiuse the execution and delivery of the Amenidelénture and issuance of the New
Notes]. The Closing Date shall , 2008.1

COMSTOCK HOMEBUILDING COMPANIES,
INC.

By:
Name
Title:

1 The Closing Date shall be not later than ten (E3)schfter the date of the Closing Date Notice anubi event shall be later than
March 10, 2008.



EXHIBIT C

Form of Notice to Trustee

, 200¢

Wells Fargo Bank, N.A., as Trustee
[address]

Ladies and Gentlemen:

We refer to the Supplement to Indenture, dated darwary 7, 2008 (the “Supplement”), between ConksHomebuilding
Companies, Inc. (the “Company”) and Wells FargolB&hA., as Trustee. Capitalized terms used butlefined herein shall have the
meanings assigned to such terms in the Supplement.

Pursuant to Section 3 of the Supplement, the Cognpgad the Original Noteholder hereby notify youtttiee Original Noteholder
has received the payment under clause (a) of thigo8€3 of the Supplemental and all other amouatgple under the Supplement and the
Original Notes will be surrendered to the Trusterechincellation.

COMSTOCK HOMEBUILDING COMPANIES,
INC.

By:
Name
Title:

J.P. MORGAN VENTURES CORPORATION

By:
Name
Title:




EXHIBIT D

Form of Warrants
[see next page]



AMENDED AND RESTATED INDENTURE

between

COMSTOCK HOMEBUILDING COMPANIES, INC.

and

WELLS FARGO BANK, N.A.,
as Trustee

Dated as of March 14, 2008

Exhibit 10.60
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AMENDED AND RESTATED INDENTURE
This AMENDED AND RESTATED INDENTURE, dated as of kit 14, 2008, is between Comstock Homebuilding Camigs, Inc., a
Delaware corporation (the “Company”), and WellsgeaBank, N.A., as Trustee (in such capacity, theistee”).
RECITALS OF THE COMPANY

WHEREAS, the Company and the Trustee have exeeaumedlelivered the Indenture, dated as of Marct2@67, as supplemented by
the Supplement to Indenture, dated as of Janu&908 (as so supplemented, the “Original Indenjuirsuant to which the Company’s
Senior Notes due 2017 (the “Original Notes”) weasuied,;

WHEREAS, J.P. Morgan Ventures Corporation, the fieiaéholder of the Original Notes (the “Originbloteholder”), has consented to
the amendments to the Original Indenture and thgilt Notes contained herein, subject to the teands provisions of this Indenture;

WHEREAS, the Company has duly authorized the exaeand delivery of this Indenture to provide fbetissuance of its senior
unsecured notes, and to provide the terms and themslupon which such senior unsecured notes are tuthenticated, issued and delivered;
and

WHEREAS, all things necessary to make this Indentuvalid agreement of the Company, in accordairiiteits terms, have been doi
NOW, THEREFORE, THIS INDENTURE WITNESSETH:
For and in consideration of the premises and tiehase of the Senior Notes by the Holders theresfmutually covenanted and
agreed, for the equal and proportionate benefifldflolders of the Senior Notes, as follows:
ARTICLE |
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICA TION

Section 1.1 Definitions

For all purposes of this Indenture, except as ottserexpressly provided or unless the context etlserrequires:
(a) the terms defined in this Articlehve the meanings assigned to them in_this Article

(b) the words “include,” “includes” and “includinghall be deemed to be followed by the phrase ‘uthimitation”;

(c) all accounting terms used but not defined hemaiwe the meanings assigned to them in accordaitic€&SAAP;



(d) unless the context otherwise requires, anyeefe to an “Article,” a “Section,” a “Schedule” an “Exhibit” refers to an Article, a
Section, a Schedule or an Exhibit, as the casebagf or to this Indenture;

(e) the words “hereby,” “herein,” “hereof’ and “lmemder”’and other words of similar import refer to this émiure as a whole and not
any particular Article, Section or other subdivisio

(f) a reference to the singular includes the plaralvice versg and
(9) the masculine, feminine or neuter genders hsedin shall include the masculine, feminine anateregenders.

“ Acceptable Repurchaséhas the meaning specified in Section 10.5(f)

“ Acceptable Repurchase Mandatory Redemption Priaes the meaning set forth in Section 11.1(d).
“ Act " when used with respect to any Holder, has thenimgespecified in Section 1.4(a)

“ Additional Interest’ means the interest, if any, that shall accrue gnaamounts payable on the Senior Notes, the payofemhich has
not been made on the applicable Interest Paymetet &wal which shall accrue at the rate per annumifiggek or determined as specified in
such Senior Note, in each case to the extent {egafbrceable.

“ Affiliate ” of any specified Person means, with respect ot fterson or any of its officers or directorsagy other Person directly or
indirectly controlling or controlled by or underrect or indirect common control with such specifigetson or any officer or director of any
such other Person or (ii) with respect to any ratBerson, any Person having a relationship with terson by blood, marriage or adoption.
For the purposes of this definition, “control,” whased with respect to any specified Person, mingower to direct the management and
policies of such Person, directly or indirectly,etther through the ownership of voting securitigsgbntract or otherwise; and the terms
“controlling” and “controlled”have meanings correlative to the foregoing. Forati@dance of doubt, any natural Person havindatioaship
by blood, marriage or adoption to any officer aedtor of the specified Person shall be an “Afféiaof the specified Person.

“ Applicable Depositary Procedurésneans, with respect to any transfer or transadtiwolving a Global Senior Note or beneficial
interest therein, the rules and procedures of thgoBitary for such Senior Note, in each case texbent applicable to such transaction an
in effect from time to time.

“ Authenticating Agent means any Person authorized by the Trustee potrso&ection 6.110 act on behalf of the Trustee to
authenticate the Senior Notes.

“ Board of Directors’ means the board of directors of the Company grdarly authorized committee of that board.
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“ Board Resolutiori means a copy of a resolution certified by ther8&ay or an Assistant Secretary of the Comparhate@ been duly
adopted by the Board of Directors and to be influite and effect on the date of such certification

“ Breakage CostSmeans any and all reasonable costs and feesydflaluler of Senior Notes (including, without limitan, the
reasonable fees and expenses of any counsel enigagedh Holder to enforce the obligations of tlmpany hereunder) (as determined by
such Holder), directly associated or incurred inrextion with unwinding, terminating, modifying atherwise breaking of any interest rate
swap or other interest rate hedging arrangemeasteshinto with respect to the interest rate onSerior Notes prior to the expiration of the
Fixed Rate Period where such unwinding, terminatioodification or breaking is caused by the paynoerdefeasance of principal on the
Senior Notes prior to the expiration of the FixemtdrPeriod in connection with a Change-of-Contiecion.

“ Breakage Gains means the amount of gain actually realized by ldnider of Senior Notes (as determined by such eR|dlirectly
associated or incurred in connection with unwindiegminating, modifying or otherwise breaking anterest rate swap or other interest rate
hedging arrangement entered into with respectdariterest rate on the Senior Notes prior to th@rakion of the Fixed Rate Period where
such unwinding, termination, modification or breakis caused by the payment or defeasance of pahen the Senior Notes prior to the
expiration of the Fixed Rate Period in connectidthva Change-of-Control Election.

“ Business Day means any day other than (i) a Saturday or Sun@w day on which banking institutions in th&yGof New York are
authorized or required by law or executive ordereimain closed or (iii) a day on which the Corperatust Office of the Trustee is closed for
business.

“ Calculation Agent’ has the meaning specified in Section 10.4(a)

“ Capital Leasé means lease of (or other agreement conveyingidift to use) any real or personal property by s&®ethat, in
conformity with GAAP, is accounted for as a capiése on the balance sheet of such Person

“ Changeof-Control” means (i) any person (as such term is used itid®ec13(d) and 14(d) of the Exchange Act), inchgda “group”
as defined in Section 1 3(d)(3) of the Exchange(hat excluding a director or other fiduciary haeldisecurities under an employee benefit
plan of the Company), becomes the beneficial owh&mquity Interests of the Company having at Idifitst percent (50%) of the total number
of votes that may be cast for the election of doescof the Company; (ii) the merger or other basgracombination of the Company, sale o
or substantially all of the Company’s assets or looation of the foregoing transactions (a “Transac), other than a Transaction
immediately following which the shareholders of bempany immediately prior to the Transaction amndito have a majority of the voting
power in the resulting entity (excluding for thisrpose any shareholder owning directly or indiseatbre than ten percent (10%) of the
shares of the other company involved in the Tratima) or (iii) the persons who were directors loé tCompany on the date hereof (the
“Incumbent Directors”) shall cease to constitutéeat a majority of the Board or a majority of tieard of directors of any successor to the
Company;_providedthat, any director who was not a director as




of the date hereof shall be deemed to be an Incaniliesctor if such director was elected to the Blday, or on the recommendation of or
with the approval of, at least two-thirds of theeditors who then qualified as Incumbent Directatisee actually or by prior operation of this
provision, unless such election, recommendaticapproval was the result of an actual or threateection contest of the type contemplated
by Regulation 14a-11 promulgated under the Exch&mg®r any successor provision.

“ Changeof-Control Election’ has the meaning specified in Section 10.5(b)

“ Changeof-Control Event’ means the occurrence of (i) a Change-of-Contnal @) a Ratings Downgrade.

“ Changeof-Control Event Notic& has the meaning specified in Section 10.5(b)

“ Changeof-Control Mandatory Redemption Pritdas the meaning set forth in Section 11.1(b).

“ Changeof-Control Notice” has the meaning specified in Section 10.5(b)

“ Code” means the Internal Revenue Code of 1986 or angessor statute thereto, in each case as amerhedifne to time.
“ Commission” has the meaning specified in Section 7.3(c)

“ Company” means the Person named as the “Company” in teedaragraph of this Indenture until a successosdh shall have
become such pursuant to the applicable provisibtisi®Indenture, and thereafter “Company” shallimeuch successor Person.

“ Company Requestand “ Company Ordet mean, respectively, the written request or ogigned in the name of the Company by its
Chairman of the Board of Directors, its Vice Chaamof the Board of Directors, its Chief ExecutivEi€2r, President or a Vice President,
and by its Chief Financial Officer, its Treasur@m, Assistant Treasurer, its Secretary or an AsgiSacretary, and delivered to the Trustee.

“ Consolidated Tangible Net Worthmeans (i) the consolidated net worth of the Companyits consolidated subsidiaries minus (i
consolidated intangibles of the Company and itsotidated subsidiaries including, without limitatjggoodwill, trademarks, trade names,
copyrights, patents, patent applications, licenaed,rights in any of the foregoing and other itéreated as intangibles in accordance with
generally accepted accounting principles.

“ Corporate Trust Officé means the principal office of the Trustee at vhét any particular time its corporate trust businghall be
administered, which office at the date of this imtkee is located at 919 North Market Street, SL&@0, Wilmington, Delaware 19801.

“ Debt” means, with respect to any Person, whether raeoisrto all or a portion of the assets of sucls@&erwhether currently existing
or hereafter incurred and whether or not contingeet without duplication, (i) every obligation afch Person for money borrowed; (i) every
obligation of such Person evidenced by bonds, debesy notes or other similar
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instruments, including obligations incurred in ceation with the acquisition of property, assetbusinesses; (iii) every reimbursement
obligation of such Person with respect to lettdrsredit, bankers’ acceptances or similar factiissued for the account of such Person;

(iv) every obligation of such Person issued or as=ias the deferred purchase price of propertgmices (but excluding trade accounts
payable or other accrued liabilities arising in tilidinary course of business); (v) every capitaséeobligation of such Person; (vi) all
indebtedness of such Person, whether incurred priarto the date of this Indenture or thereaifteurred, for claims in respect of derivative
products, including interest rate, foreign excharege and commodity forward contracts, options swdps and similar arrangements;

(vii) every obligation of the type referred to itaases (i) through (vi) of another Person and igldénds of another Person the payment of
which, in either case, such Person has guaranteedesponsible or liable for, directly or inditlg as obligor or otherwise; and (viii) any
renewals, extensions, refundings, amendments oificetébns of any obligation of the types refertedn clauses (i) through (vii).

“ Defaulted Interest has the meaning specified in Section 3.1(c)

“ Defeasancé has the meaning specified in Section 13.1

“ Defeasance Maturity Datehas the meaning specified in Section 13.2

“ Defeasance Senior Noté$ias the meaning specified in Section 13.1

“ Depositary” means an organization registered as a clearisg@gunder the Exchange Act that is designatedeg®$itary by the
Company or any successor thereto. DTC will be niiteal Depositary.

“ Depositary Participarit means a broker, dealer, bank, other financidltinson or other Person for whom from time to time
Depositary effects book-entry transfers and pleddecurities deposited with the Depositary.

“ Dollar " or “ $ " means the currency of the United States of Anzetfiat, as at the time of payment, is legal tefmethe payment of
public and private debts.

“DTC " means The Depository Trust Company, a New Yonpomtion, or any successor thereto.

“ EBITDA " means, for any period, the net income (or lo§the Company and its Subsidiaries for such pegadluding(a) any gains
from the sale, lease, assignment or other traf@feralue (each, a “ Dispositidi) by the Company or any Subsidiary to any Persahgr
than the Company or any Subsidiary) of any assggbt of the Company or such Subsidiary (includlitige loss, destruction or damage of
any thereof or any actual or threatened (in writm¢ghe Company or any Subsidiary) condemnationfiscation, requisition, seizure or taki
thereof) other than (i) the Disposition of any asgeich is to be replaced, and is in fact replaegthin thirty (30) days with another asset
performing the same or a similar function, (ii) gae or lease of inventory in the ordinary cowskusiness and (iii) other Dispositions in
any fiscal year the aggregate cash proceeds (imgjuhsh proceeds received pursuant to policiéssofance or by way of deferred payment
of principal pursuant to a note, installment reabie



or otherwise, but only as and when received) rexkhy the Company or any Subsidiary pursuant tb Bisposition net of (A) the direct
costs relating to such sale, transfer or otheradigion (including sales commissions and legalpaoting and investment banking fees),

(B) taxes paid or reasonably estimated by the Compmbe payable as a result thereof (after takitgaccount any available tax credits or
deductions and any tax sharing arrangements) ananf@unts required to be applied to the repaymeany Debt secured by a Lien on the
asset subject to such Disposition (other than #m@dB Notes) do not in the aggregate exceed $10000(b) any extraordinary gains not
related to the extinguishment of debt, (¢) any g&iom discontinued operations and (d) with respecilculating the Fixed Charge Cover.
Ratio in connection with Section 10.5(e)({)ii ) and (_iii) only, the aggregate amount of all other non-¢&shs reducing net income
(including any non-cash charge incurred as a regatpermanent write-down or impairment of an §ee such period, to the extent
deducted in determining such net income (or Ides@rest Expense, income tax expense, depreciatidramortization and non-cash
management compensation expense for such period.

“EDGAR " has the meaning specified in Section 7.3(c)

“ Equity Interests’ means (a) the partnership interests (both comammhpreferred partnership interests) in a partmgisvhether a
general or limited partnership), (b) the memberghiiprests in a limited liability company (both coran and preferred membership interests)
and (c) the shares or stock interest (both comrtamk @nd preferred stock) in a corporation.

“ ERISA " means the Employee Retirement Income SecurityoAd974 or any successor statute thereto, in easé as amended from
time to time.

“ Event of Default’ has the meaning specified in Section 5.1
“ Exchange Act’ means the Securities Exchange Act of 1934 or aogessor statute thereto, in each case as amerutedirfine to time
“ Expiration Date” has the meaning specified in Section 1.4(h)

“ Fixed Rate Period shall have the meaning specified in the form ehi®r Note set forth in Section 2.1

“ Fixed Charge Coverage Ratianeans, for each period of determination, whichigzeshall be either the four consecutive fiscal
quarters or the one fiscal quarter ending on thieday of a particular fiscal quarter as othenvinskicated herein, the ratio of (a) the total for
such period of EBITDA minuthe sum of (i) the income taxes paid minus carrigrafunds received by the Company and each of its
Subsidiaries and (ii) all unfinanced expenditurémcly, in accordance with GAAP, would be requiredbéocapitalized and shown on the
consolidated balance sheet of the Company, inciueikpenditures in respect of any Capital Leasé)}the sum for such period of (i) cash
interest paid by the Company during the period filisnanagement fees paid in cash.

“ GAAP " means United States generally accepted accouptingiples, consistently applied, from time to ¢irim effect.
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“ Global Senior Noté means a Senior Note that evidences all or patt@Senior Notes, the ownership and transfershiéiwshall be
made through book entries by a Depositary.

“ Government Obligatiofi means (a) any security that is (i) a direct oblgyabf the United States of America of which th# faith and
credit of the United States of America is pledgedipan obligation of a Person controlled or siyiged by and acting as an agency or
instrumentality of the United States of Americalwe payment of which is unconditionally guarantasdh full faith and credit obligation by
the United States of America, which, in either cakelause (i) or (i), is not callable or redeen®ast the option of the issuer thereof, and
(b) any depositary receipt issued by a “bank” (@fned in Section 3(a)(2) of the Securities Actastodian with respect to any Government
Obligation that is specified in clause (a) above held by such bank for the account of the holdeuch depositary receipt, or with respec
any specific payment of principal of or interestamy Government Obligation that is so specified lagld; provided that (except as required
by law) such custodian is not authorized to maked®duction from the amount payable to the holdeuch depositary receipt from any
amount received by the custodian in respect obreernment Obligation or the specific payment afigipal or interest evidenced by such
depositary receipt.

“ Holder” means a Person in whose hame a Senior Noteigeegd in the Securities Register.

“ Indenture” means this Amended and Restated Indenture amalligexecuted or as it may from time to time Ineemded or
supplemented by one or more amendments or indentupgplemental hereto entered into pursuant tagpécable provisions hereof.

“ Interest Expens&means consolidated interest expense of the Coynaad its Subsidiaries for such period (includiigraputed
interest on Capital Leases) as reflected on thepaoyis income statement for the period.

“ Interest Payment Datemeans March 30, June 30, September 30 and Dece8ld each year, commencing on March 30, 2009
during the term of this Indenture.

“ Investment Company Ac¢tmeans the Investment Company Act of 1940 or arpgassor statute thereto, in each case as amewted f
time to time.

“ Leverage Ratid means at any time, the ratio of Debt of the Conyp@xcluding obligations related to inventory oatned resulting
from consolidations required pursuant to Finan8iadounting Standards Board Interpretation No. 4itled “Consolidation of Variable
Interest Entities, an Interpretation of AccountRgsearch Bulletin (ARB) No. 51” issued in Janua®@@2 and revised December 2003, as the
same may be revised and amended from time to &itn&)ch time to Consolidated Tangible Net Worthrég®rted in the Company’s balance
sheet contained in the most recent periodic reped with the Commission).

“LIBOR " has the meaning specified in Schedule A

“ LIBOR Business Day has the meaning specified in Schedule A

“ LIBOR Determination Daté has the meaning specified in Schedule A
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“ Maturity, ” when used with respect to any Senior Note, méiamslate on which the principal of such Senior Nwtany installment of
principal becomes due and payable as therein eirhprovided, whether at the Stated Maturity odiglaration of acceleration, call for
redemption or otherwise.

“ Notice of Default” means a written notice of the kind specified acfon 5.1(c)

“ Officers’ Certificate” means a certificate signed by the Chairman oBbard, a Vice Chairman of the Board, the Chiefdtize
Officer, the President or a Vice President, andhieyChief Financial Officer, the Treasurer, an 8&sit Treasurer, the Secretary or an
Assistant Secretary, of the Company and delivaydte Trustee.

“ Opinion of Counset means a written opinion of counsel, who may bense!| for or an employee of the Company or anyliaté of
the Company.

“ Optional Redemption Pricehas the meaning set forth in Section 11.1.

“ QOriginal Indenturé’ has the meaning set forth in the recitals.

“ Original Issue Daté means the date of original issuance of each $&ide or, in the case of the Senior Notes issnexkchange for
the Original Notes, the date of such exchange.

“ Original Noteholder’ has the meaning set forth in the recitals.

“ QOriginal Notes" has the meaning set forth in the recitals.

“ Qutstanding’ means, when used in reference to any Senior Nagesf the date of determination, all Senior Nohesetofore
authenticated and delivered under this Indentweg:

(i) Senior Notes theretofore canceled by the Teustedelivered to the Trustee for cancellation;

(i) Senior Notes for whose payment or redemptianay in the necessary amount has been theretoép@sided with the Trustee
or any Paying Agent (other than the Company) iettau set aside and segregated in trust by the @oynfif the Company and/or its Affiliate
shall act as its own Paying Agent) for the Hold®rsuch Senior Notes; providedhat if the Company is acting as Paying Agenti&eNotes
for which payment or redemption money has beerepasited in trust with the Paying Agent shall besidered to remain Outstanding until
such time as such payment or redemption moneydtaally been paid in full to the Holders of suclni®e Notes; and provided, furthethat,
if such Senior Notes are to be redeemed, noticaict redemption has been duly given pursuant $diidienture or provision therefor
satisfactory to the Trustee has been made~ ah&é€iior Notes that have been paid or in subgiituior or in lieu of which other Senior
Notes have been authenticated and delivered pursu#re provisions of this Indenture, unless preatisfactory to the Trustee is preser
that any such Senior Notes are held by Holdershias# hands such Senior Notes are valid, bindindesgad obligations of the Company;
provided, that in determining whether the Holders of thguisite principal amount of Outstanding Senior [ddtave given any request,
demand,




authorization, direction, notice, consent or waivereunder, Senior Notes owned by the Companyyooter obligor upon the Senior Notes
or any Affiliate of the Company or such other oblighall be disregarded and deemed not to be @disgunless the Company shall hold
Outstanding Senior Notes, except that, in detemgimihether the Trustee shall be protected in rglyipon any such request, demand,
authorization, direction, notice, consent or waialy Senior Notes that a Responsible Officehef Trustee actually knows to be so owned
shall be so disregarded. Senior Notes so ownechthet been pledged in good faith may be regard@uéstanding if the pledgee establishes
to the satisfaction of the Trustee the pledgeglstrso to act with respect to such Senior Notestlaaidthe pledgee is not the Company or any
other obligor upon the Senior Notes or any Afféialf the Company or such other obligor.

“ Paying Agent’ means the Trustee or any Person authorized bggmepany to pay the principal of or any premiuninberest on, or
other amounts in respect of, any Senior Notes tialbef the Company.

“ Permitted Debt means the principal of and any premium and irgteom (including interest accruing on or after fiieg of any
petition in bankruptcy or for reorganization refatito the Company, whether or not such claim fatypetition interest is allowed in such
proceeding) all Debt of the Company, whether inedion or prior to the date of this Indenture orelaéter incurred, to the extent such Det
(i) secured by (or has provisions in the loan doentation of such Debt permitting, upon the occureeof an “event of default” (as defined in
such loan documentation), such debt to become sgdiy) real property or membership interests ofs@liéries of the Company the assets of
which primarily consist of real property or, (ii)ebt of a Subsidiary of the Company which is secimedeal property and which the Comp:
has guaranteed or is responsible or liable fogadly or indirectly, as obligor or otherwise, (ifivorking capital” or “revolving” lines of credit
with terms of three (3) years or less.

“ Person” means a legal person, including any individualporation, estate, partnership (general or limjtgznt venture, association,
joint stock company, company, limited liability cpamy, trust, unincorporated association or govenipa any agency or politic
subdivision thereof, or any other entity of whatenature.

“ Place of Paymeritmeans, with respect to the Senior Notes, the @are Trust Office of the Trustee.

“ Predecessor Senior Ndt®f any particular Senior Note means every presiSenior Note evidencing all or a portion of thenealebt
as that evidenced by such particular Senior Natethe purposes of this definition, any securitthaaticated and delivered under Section 3.6
in lieu of a mutilated, destroyed, lost or stolemi®r Note shall be deemed to evidence the santeaddhe mutilated, destroyed, lost or stolen
Senior Note.

“ Proceedind' has the meaning specified in Section 12.2(b)

“ Purchase Agreemeiitmeans the Senior Note Purchase and Redemption iigréedated as of the date hereof, between the &y
Kodiak Warehouse LLC and the Purchaser.




“ Purchasef means Kodiak Warehouse JPM LLC, a Delaware lichligbility company.

“ Rating Agencies shall mean (i) Standard & Poor’s Ratings Groupjwasion of The McGraw-Hill Companies, mc, (ii) Mdy’s
Investor Services Inc and (iii) Fitch/IBCA or indmcase its respective successor.

“ Ratings Downgradé& means a downgrading in or withdrawal of the Compa general corporate rating or the rating accdrethe
Company’s debt securities or preferred stock, ¥, &y any two of the Rating Agencies as a result Ghange-of-Control.

“ Redemption Daté means, when used with respect to any Senior Mobe redeemed, the date fixed for such redem ptjyoor
pursuant to this Indenture.

“ Redemption Pricé means, when used with respect to any Senior iobe redeemed, in whole or in part, the AcceptB®a@purchase
Mandatory Redemption Price, the Change-of-Contraht¥atory Redemption Price or the Optional RedemRidgce, as applicable, at which
such Senior Note or portion thereof is to be redskbas fixed by or pursuant to this Indenture.

“ Reference Bank%has the meaning specified in Schedule A

“ Regular Record Datéfor the interest payable on any Interest Payniate with respect to the Senior Notes means theettat is
fifteen (15) days preceding such Interest Paymextie Dwhether or not a Business Day).

“ Responsible Officet means, when used with respect to the Trusteepffier in the corporate trust department of tliestee having
direct responsibility for the administration ofgindenture.

“ Rights Plan” means a plan of the Company providing for theidsge by the Company to all holders of its commaquity Interests of
rights entitling the holders thereof to subscribedr purchase shares or units of any class cesefiEquity Interests in the Company which
rights (i) are deemed to be transferred with sughitly Interests and (ii) are also issued in respé@iture issuances of such Equity Interests,
in each case until the occurrence of a specifiesthesr events.

“ Securities Act’ means the Securities Act of 1933 or any succestsdute thereto, in each case as amended frontditrae.

“ Securities Registérand “ Securities Registrdrhave the respective meanings specified in Se@ib(a).

“ Senior Notes' or “ Senior Note” means any debt securities or debt security, as#ise may be, authenticated and delivered unider th
Indenture.

“ Special Record Datéfor the payment of any Defaulted Interest meadsi@ fixed by the Trustee pursuant to Sectionc3.1(
“ Stated Maturity’ means the fifth anniversary of the date of timddnture.
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“ Subsidiary” means a Person more than fifty percent (50%hefdutstanding voting stock or other voting intesed which is owned,
directly or indirectly, by the Company or by onensore other Subsidiaries, or by the Company andoomeore other Subsidiaries. For
purposes of this definition, “ voting stotkneans stock that ordinarily has voting powertfor election of directors, whether at all times or
only so long as no senior class of stock has sotihgy power by reason of any contingency.

“ Trustee” means the Person named as the “Trustee” in thedaragraph of this Indenture, solely in its @dyaas such and not in its
individual capacity, until a successor Trusteeldteale become such pursuant to the applicable gims of this Indenture, and, thereafter,
“Trustee” shall mean or include each Person whbeés a Trustee hereunder.

“ Trust Indenture Act means the Trust Indenture Act of 1939 or any essor statute thereto, in each case as amendedirfinerto
time.

Section 1.2 Compliance Certificate and Opinions

(a) Upon any application or request by the Comparihe Trustee to take any action under any pronisi this Indenture, the Compa
shall, if requested by the Trustee, furnish toTthestee an Officers’ Certificate stating that ahditions precedent (including covenants
compliance with which constitutes a condition poera), if any, provided for in this Indenture rélgtto the proposed action have been
complied with and an Opinion of Counsel stating thahe opinion of such counsel all such condiignecedent (including covenants
compliance with which constitutes a condition pdeoa), if any, have been complied with, except,timathe case of any application or
request as to which the furnishing of such documenspecifically required by any provision of thislenture relating to such particular
application or request, no additional certificatepinion need be furnished.

(b) Every certificate or opinion with respect taq@iance with a condition or covenant providedifothis Indenture (other than the
certificate provided pursuant to Sectidi®.3) shall include:

(i) a statement by each individual signing suchiftesite or opinion that such individual has read's condition or covenant and
the definitions herein relating thereto;

(i) a brief statement as to the nature and scdpeeoexamination or investigation upon which thetements or opinions of such
individual contained in such certificate or opiniare based,;

(iii) a statement that, in the opinion of such iridual, he or she has made such examination ostigation as is necessary to
enable him or her to express an informed opinioto aghether or not such condition or covenant heenbcomplied with; and

(iv) a statement as to whether, in the opinionuahsindividual, such condition or covenant has be@nplied with.
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Section 1.3 Forms of Documents Delivered to Trustee

(a) In any case where several matters are reqtdgrbd certified by, or covered by an opinion ofy apecified Person, it is not necessary
that all such matters be certified by, or covergdhe opinion of, only one such Person, or thay the so certified or covered by only one
document, but one such Person may certify or givepanion with respect to some matters and onearerather such Persons as to other
matters, and any such Person may certify or givepamion as to such matters in one or several dectisn

(b) Any certificate or opinion of an officer of ti@ompany may be based, insofar as it relates & tegtters, upon a certificate or
opinion of~ or representations by, counsel, unéesh officer knows, or after reasonable inquiryudtidknow, that the certificate or opinion
representations with respect to matters upon whiglor her certificate or opinion is based arememus. Any such certificate or Opinion of
Counsel may be based, insofar as it relates tadhotatters, upon a certificate or opinion of, epnesentations by, an officer or officers of the
Company stating that the information with respeciuch factual matters is in the possession o€drmapany, unless such counsel knows, or
after reasonable inquiry should know, that theifteate or opinion or representations with resgeciuch matters are erroneous.

(c) Where any Person is required to make, givexecate two or more applications, requests, conseettficates, statements, opinions
or other instruments under this Indenture, they,rbayneed not, be consolidated and form one imstni.

(d) Whenever, subsequent to the receipt by thet@eusf any Board Resolution, Officers’ Certificafipinion of Counsel or other
document or instrument, a clerical, typographicadther inadvertent or unintentional error or ongesshall be discovered therein, a new
document or instrument may be substituted theliafoorrected form with the same force and effedf agginally received in the corrected
form and, irrespective of the date or dates ofdtteal execution and/or delivery thereof, such suite document or instrument shall be
deemed to have been executed and/or deliveredthe dhte or dates required with respect to themient or instrument for which it is
substituted. Without limiting the generality of tferegoing, any Senior Notes issued under the aityhaf such defective document or
instrument shall nevertheless be the valid obligetiof the Company entitled to the benefits of thifenture equally and ratably with all otl
Outstanding Senior Notes.

Section 1.4 Acts of Holders

(a) Any request, demand, authorization, directimtice, consent, waiver or other action providedHiy Indenture to be given to or
taken by Holders may be embodied in and evidengazhk or more instruments of substantially simiaror signed by such Holders in
person or by an agent thereof duly appointed itivgriand, except as herein otherwise expresslyigedy such action shall become effective
when such instrument or instruments (including apgointment of an agent) is or are delivered toTthestee and, where it is hereby
expressly required, to the Company. Such instruroeimtstruments (and the action embodied theretheatidenced thereby) are herein
sometimes referred to as the “ Aaif the Holders signing such instrument or instants. Proof of execution of any such instrumerdfa
writing appointing any such agent shall be suffiti#r any purpose of this Indenture and conclugivavor of the Trustee and the Company,
if made in the manner provided in this Section.1.4
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(b) The fact and date of the execution by any Reas@ny such instrument or writing may be provgdhe affidavit of a witness of su
execution or by the certificate of any notary paldi other officer authorized by law to take acktenigments of deeds, certifying that the
individual signing such instrument or writing ackviedged to him or her the execution thereof. Whsereh execution is by a Person acting in
other than his or her individual capacity, suchifieate or affidavit shall also constitute suffcit proof of his or her authority. The fact and
date of the execution by any Person of any sudhuiment or writing, or the authority of the Per@xecuting the same, may also be proved in
any other manner that the Trustee deems suffieietiin accordance with such reasonable rules abrtlstee may determine.

(c) The ownership of Senior Notes shall be prowethle Securities Register.

(d) Any request, demand, authorization, directiostjce, consent, waiver or other action by the ldolof any Senior Note shall bind
every future Holder of the same Senior Note andHbigler of every Senior Note issued upon the regfisin of transfer thereof or in exchar
therefor or in lieu thereof in respect of anythdane or suffered to be done by the Trustee or trapgany in reliance thereon, whether or not
notation of such action is made upon such SenideNo

(e) Without limiting the foregoing, a Holder engil to take any action hereunder with regard topamicular Senior Note may do so
with regard to all or any part of the principal ambof such Senior Note or by one or more duly amed agents each of which may do so
pursuant to such appointment with regard to allryr part of such principal amount.

(f) Except as set forth in paragraph (g) of thistida 1.4, the Company may set any day as a record datadgrurpose of determining
the Holders of Outstanding Senior Notes entitledit®, make or take any request, demand, authamgatirection, notice, consent, waiver or
other action provided or permitted by this Indeatia be given, made or taken by Holders of Senatesl If any record date is set pursuar
this paragraph, the Holders of Outstanding Senateslon such record date, and no other Holder#, tmhantitled to take the relevant action,
whether or not such Holders remain Holders aftehgecord date; providedhat no such action shall be effective hereundézss taken on
or prior to the applicable Expiration Date by Haklef the requisite principal amount of Outstandi®mior Notes on such record date.
Nothing in this paragraph shall be construed togmethe Company from setting a new record dat@arfigraction for which a record date |
previously been set pursuant to this paragraph reupen the record date previously set shall auticalbt and with no action by any Person
be canceled and of no effect). Promptly after aoprd date is set pursuant to this paragraph, timep@ny, at its own expense, shall cause
notice of such record date, the proposed actioddigers and the applicable Expiration Date to hegito the Trustee in writing and to each
Holder of Senior Notes in the manner set forthéct®n 1.6.

(g) The Trustee may set any day as a record dathdgurpose of determining the Holders of Outditagn Senior Notes entitled to join
in the giving or making of (i) any Notice of Defajii) any declaration of acceleration or res@ssdr annulment thereof referred to in
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Section 5.2 (iii) any request to institute proceedings reddrto in_Section 5.7(por (iv) any direction referred to in Section 5.12any
record date is set pursuant to this paragraphltheers of Outstanding Senior Notes on such redatd, and no other Holders, shall be
entitled to join in such notice, declaration, resfusr direction, whether or not such Holders rentéitders after such record date; provided
that no such action shall be effective hereundérssrtaken on or prior to the applicable Expiratimte by Holders of the requisite principal
amount of Outstanding Senior Notes on such recatel. dNothing in this paragraph shall be constrogarévent the Trustee from setting a
new record date for any action for which a recatkdas previously been set pursuant to this papagmwhereupon the record date
previously set shall automatically and with no @ctby any Person be canceled and of no effectinpitg after any record date is set purst
to this paragraph, the Trustee, at the Companysmese, shall cause notice of such record dat@rtmosed action by Holders and the
applicable Expiration Date to be given to the Conypia writing and to each Holder of Senior Noteshia manner set forth in Section 1.6

(h) With respect to any record date set pursuapatagraph (f) or (g) of this Section 1.the party hereto that sets such record date may
designate any day as the “ Expiration Daémd from time to time may change the Expiraticai®to any earlier or later day; providetiat
no such change shall be effective unless noti¢dbeoproposed new Expiration Date is given to theioparty hereto in writing, and to each
Holder of Senior Notes in the manner set forthéet®n 1.6, on or prior to the existing Expiration Date. if Bxpiration Date is not
designated with respect to any record date setipatgo this Section 1.4the party hereto that set such record date bbaleemed to have
initially designated the ninetieth (90th) day aftech record date as the Expiration Date with retsipereto, subject to its right to change the
Expiration Date as provided in this paragraph. Nibtstanding the foregoing, no Expiration Date shalllater than the one hundred eightieth
(180th) day after the applicable record date.

Section 1.5 Notices, Etc. to Trustee and Company

Any request, demand, authorization, direction,aetconsent, waiver, Act of Holders, or other doentprovided or permitted by this
Indenture to be made upon, given or furnishedrtdijed with:

() the Trustee by any Holder or the Company diebufficient for every purpose hereunder if magien, furnished or filed in writing
to or with and received by the Trustee at its CoafoTrust Office; or

(b) the Company by the Trustee or any Holder dbabufficient for every purpose hereunder if inting and mailed, first class, postage
prepaid, to the Company addressed to it at 114656 Hills Road, Suite 510, Reston, Virginia 2008@t any other address previously
furnished in writing to the Trustee by the Company.

Section 1.6 Notice to Holders; Waiver

Where this Indenture provides for notice to Holdgfrany event, such notice shall be sufficientlyegi (unless otherwise herein
expressly provided) if in writing and mailed, fikdass, postage prepaid, to each Holder affecteslibly event to the address of such Holder as
it
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appears in the Securities Register, not later thatatest date (if any), and not earlier thanethdiest date (if any), prescribed for the givir
such notice. If, by reason of the suspension @fregularities in regular mail service or for anther reason, it shall be impossible or
impracticable to mail notice of any event to Hoklethen said notice is required to be given purstaany provision of this Indenture, then
any manner of giving such notice as shall be satisfy to the Trustee shall be deemed to be acgiifigiving of such notice. In any case
where notice to Holders is given by mail, neithes failure to mail such notice, nor any defectny aotice so mailed, to any particular Hol
shall affect the sufficiency of such notice witlspect to other Holders. Where this Indenture prewiftbr notice in any manner, such notice
may be waived in writing by the Person entitleddoeive such notice, either before or after thanevand such waiver shall be the equivalent
of such notice. Waivers of notice by Holders shalffiled with the Trustee, but such filing shalt bhe a condition precedent to the validity of
any action taken in reliance upon such waiver.

Section 1.7 Effect of Headings and Table of Cormstent

The Article and Section headings herein and thdelabContents are for convenience only and statliaffect the construction of this
Indenture.

Section 1.8 Successors and Assigns

This Indenture shall be binding upon and shallértarthe benefit of any successor to the Compadytten Trustee, including any
successor by operation of law. Except in conneatiith a transaction involving the Company thateésmitted under Article Vllland pursuat
to which the assignee agrees in writing to perfitfexCompany’s obligations hereunder, the Compaalil Bbt assign its obligations
hereunder.

Section 1.9 Separability

If any provision in this Indenture or in the SenMwtes shall be invalid, illegal or unenforcealbtes validity, legality and enforceability
of the remaining provisions shall not in any waydfiected or impaired thereby, and there shalldmnted substituted for the provision at
issue a valid, legal and enforceable provisionm#ar as possible to the provision at issue.

Section 1.10 Benefits of Indenture

Nothing in this Indenture or in the Senior Notegyress or implied, shall give to any Person, othan the parties hereto and their
successors and assigns, the Holders of the SenitesMnd, solely to the extent set forth hereia htbiders of Permitted Debt, any benefit or
any legal or equitable right, remedy or claim unithés Indenture.

Section 1.11 Governing Law

This Indenture and the rights and obligations aheaf the Holders, the Company and the Trusted bhatonstrued and enforced in
accordance with and governed by the laws of thie StaNew York without reference to its conflictlafvs provisions (other than Section 5-
1401 of the General Obligations Law).
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Section 1.12 Submission to Jurisdiction

ANY LEGAL ACTION OR PROCEEDING BY OR AGAINST ANY PRTY HERETO OR WITH RESPECT TO OR ARISING OUT
OF THIS INDENTURE MAY BE BROUGHT IN OR REMOVED TOHE COURTS OF THE STATE OF NEW YORK, IN AND FOR
THE COUNTY OF NEW YORK, OR OF THE UNITED STATES O®MMERICA FOR THE SOUTHERN DISTRICT OF NEW YORK (IN
EACH CASE SITTING IN THE BOROUGH OF MANHATTAN). BYEXECUTION AND DELIVERY OF THIS INDENTURE, EACH
PARTY ACCEPTS, FOR ITSELF AND IN RESPECT OF ITS PRERTY, GENERALLY AND UNCONDITIONALLY, THE
JURISDICTION OF THE AFORESAID COURTS (AND COURTS G#PPEALS THEREFROM) FOR LEGAL PROCEEDINGS ARISIP
OUT OF OR IN CONNECTION WITH THIS INDENTURE.

Section 1.13 NoiBusiness Days

If any Interest Payment Date, Redemption Date ateStMaturity of any Senior Note shall not be aiBeiss Day, then (notwithstanding
any other provision of this Indenture or the SeiNotes) payment of interest, premium, if any, angipal or other amounts in respect of such
Senior Note shall not be made on such date, blltlshanade on the next succeeding Business Dayifaeckst shall accrue in respect of the
amounts whose payment is so delayed for the pé&od and after such Interest Payment Date, Redemate or Stated Maturity, as the
case may be, until such next succeeding Businegséxaept that, if such Business Day falls in te&trsucceeding calendar year, such
payment shall be made on the immediately preceirginess Day, in each case with the same forcefiedt as if made on the Interest
Payment Date or Redemption Date or at the Statedrila

Section 1.14 Counterparts
This Indenture may be executed in any number ofteparts, each of which so executed shall be déeémkee an original, but all such

counterparts shall together constitute but onetheadame instrument.
ARTICLE Il
SENIOR NOTE FORMS

Section 2.1 Form of Senior Note
Any Senior Note issued hereunder shall be in sakatly the following form:

COMSTOCK HOMEBUILDING COMPANIES, INC.
Senior Note due 2013

No. $

Comstock Homebuilding Companies, Inc., a corporatimyanized and existing under the laws of Delawlaeeeinafter called the “
Company,” which term includes any successor Person
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under the Indenture hereinafter referred to), Eug received, hereby promises to paj to ], or registered assigns, the principal sul
[PRINCIPAL AMOUNT] (%[ 1) [IF THE SECURITY IS A GLOBAL SECURITY, THEN INSERT: or such other principal
amount represented hereby as may be set forth in ¢hrecords of the Securities Registrar hereinafteraferred to in accordance with the
Indenture] on , 2013 [insert fifth anniversary of the date of thdenture]. The Company further promises to pagrast on said
principal sum from and including January 1, 2009%roem and including the most recent Interest Paynimte to which interest has been paid
or duly provided for, quarterly in arrears, to kutluding the succeeding Interest Payment Dat&Janch 30, June 30, September 30 and
December 30 of each year, commencing March 30,,20G9any such day is not a Business Day, omiad succeeding Business Day (and
interest shall accrue in respect of the amountsselpayment is so delayed for the period from atet afich Interest Payment Date until such
next succeeding Business Day), except that, if 8udiness Day falls in the next succeeding calepdar, such payment shall be made or
immediately preceding Business Day, in each caib,tiie same force and effect as if made on therdist Payment Date, at a fixed rate e

t0 9.72% per annum through , 2010 [insert second anniversary of the date efidenture] (“ Fixed Rate Perib)land thereafter at a
variable rate, reset quarterly, equal to LIBOR ({lu$.20% per annum, until , 2012 [insert fourth anniversary of the date &f th
Indenture], and (i) 8.20% per annum thereafteil i principal hereof is paid or duly provided far made available for payment; provided
that any overdue principal, premium, if any, ang eamerdue installment of interest shall bear Aduitl Interest at the rate of interest then
borne by the Senior Notes (to the extent that tharent of such interest shall be legally enforogaldompounded quarterly, from and
including the dates such amounts are due to butigixg the dates such amounts are paid or madéhblafor payment, and such interest
shall be payable on demand.

During the Fixed Rate Period, the amount of intepagable for any interest period shall be compuwiethe basis of a three hundred
sixty (360)-day year of twelve (12) thirty (30)-dmonths and the amount payable for any partiabgeshall be computed on the basis of the
actual number of days elapsed in a three hundrég (§60)-day year of twelve (12) thirty (3 0)-dejonths. Upon expiration of the Fixed
Rate Period, the amount of interest payable foriatgyest period will be computed on the basis thfrae hundred sixty (360)-day year and
the actual number of days elapsed in the relevaetdst period. The interest so payable, and pafigtoaid or duly provided for, on any
Interest Payment Date shall, as provided in theriute, be paid to the Person in whose name tii®SHote (or one or more Predecessor
Senior Notes) is registered at the close of busineshe Regular Record Date for such interesalingent. Any such interest not so punctu
paid or duly provided for shall forthwith ceaseb® payable to the Holder on such Regular Record Bxadl may either be paid to the Persc
whose name this Senior Note (or one or more Pradec&enior Notes) is registered at the close sihless on a Special Record Date for the
payment of such Defaulted Interest to be fixedH®y Trustee, notice whereof shall be given to HalddérSenior Notes not less than ten
(10) days prior to such Special Record Date, qudid at any time in any other lawful manner nobimgistent with the requirements of any
securities exchange or automated quotation systewhich the Senior Notes may be listed, tradeduated and upon such notice as may be
required by such exchange or automated quotatisteisy all as more fully provided in the Indenture.
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During an Event of Default, the Company shall riptiéclare or pay any dividends or distributions enredeem, purchase, acquire or
make a liquidation payment with respect to, anyifgduterests of the Company, (ii) vote in favorafpermit or otherwise allow any of its
Subsidiaries to declare or pay any dividends dridigions on, or redeem, purchase, acquire or radiguidation payment with respect to or
otherwise retire, any preferred Equity Interestsuwth Subsidiaries or other Equity Interests émgitthe holders thereof to a stated rate of
return (for the avoidance of doubt, whether su@fgsred Equity Interests are perpetual or othennasdiii) make any payment of principal
or any interest or premium, if any, on or repapurehase or redeem any Debt of the Company otherRermitted Debt (other than
(A) repurchases, redemptions or other acquisitadrisquity Interests of the Company in connectiothwll) any employment contract, benefit
plan or other similar arrangement with or for tleméfit of any one or more employees, officers,does or consultants, (2) a dividend
reinvestment or Equity Interests purchase pla8pthe issuance of Equity Interests in the Compangecurities convertible into or
exercisable for such Equity Interests) as constabran an acquisition transaction entered int@pto the applicable Event of Default, (B) as
a result of an exchange, conversion reclassifinatiocombination of any class or series of the Camyfs Equity Interests (or any Equity
Interests in a Subsidiary of the Company) for, ofvih any class or series of the Company’s Eglnitgrests or of any class or series of the
Company’s indebtedness for any class or seridseo€bmpany’s Equity Interests, (C) the purchadeastional interests in the Equity
Interests of the Company pursuant to the convermsiaxchange provisions of such Equity Interesthersecurity being converted or
exchanged, (D) any declaration of a dividend inneantion with any Rights Plan, the issuance of sgkguity Interests or other property
under any Rights Plan or the redemption or repwelud rights pursuant thereto or (E) any dividenthe form of Equity Interests, warrants,
options or other rights where the dividend Equitiefest or the Equity Interest issuable upon egerof such warrants, options or other rights
is the same Equity Interest as that on which thigldind is being paid or rankari passuwith or junior to such Equity Interest).

Payment of principal of, premium, if any, and iet&tron this Senior Note shall be made in such @ogurrency of the United States of
America as at the time of payment is legal tendepfyment of public and private debts. Paymentwiotipal, premium, if any, and interest
due at the Maturity of this Senior Note shall bedmat the Place of Payment upon surrender of senloSNotes to the Paying Agent, and
payments of interest shall be made, subject to suafender where applicable, by wire transfer ahgulace and to such account at a banking
institution in the United States as may be deseghat writing to the Paying Agent at least ten (BOsiness Days prior to the date for
payment by the Person entitled thereto unless prupten transfer instructions have not been nesgiby the relevant record date, in which
case such payments shall be made by check maitbe tddress of such Person as such address jgpediran the Security Register.

The indebtedness evidenced by this Senior Note the extent provided in the Indenture, subordiraatd junior in right of payment to
the prior payment in full of all Permitted Debt,dathis Senior Note is issued subject to the prowmisiof the Indenture with respect thereto.
Each Holder of this Senior Note, by accepting e, (a) agrees to and shall be bound by suchgioogi, (b) authorizes and directs the
Trustee on his, her or its behalf to take suctoastas may be necessary or appropriate to effectivatsubordination so provided and
(c) appoints the Trustee his, her or its attormefact for any and all such purposes. Each Holder
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hereof, by his, her or its acceptance hereof, veadlienotice of the acceptance of the subordingtimvisions contained herein and in the
Indenture by each holder of Permitted Debt, whetlwev outstanding or hereafter incurred, and wareéance by each such holder upon said
provisions.

Unless the certificate of authentication hereontiesen executed by the Trustee by manual signghiseSenior Note shall not be
entitled to any benefit under the Indenture or &ldvor obligatory for any purpose.

[FORM OF REVERSE OF SECURITY]

This Senior Note is one of a duly authorized issiusecurities of the Company (the “ Senior Ndjessued under the Amended and
Restated Indenture, dated as of , 2008 (the “ Indentur®, between the Company and Wells Fargo Bank, Na&.Trustee (in such
capacity, the “ Trusteg which term includes any successor trustee uttdetndenture), to which Indenture and all indeesulsupplemental
thereto reference is hereby made for a statemeheakspective rights, limitations of rights, eéstiand immunities thereunder of the
Company, the Trustee and the Holders of the Séhites, and of the terms upon which the Senior Natesand are to be, authenticated and
delivered. All terms used in this Senior Note thig defined in the Indenture shall have the mearasgigned to them in the Indenture.

The Company may, on any Interest Payment Datés aption, upon not less than thirty (30) days’ mare than sixty (60) daysiritten
notice to the Holders of the Senior Notes, suliigthe terms and conditions of Article XI of thedemture, redeem this Senior Note in whole
at any time or, subject to the consent of the Hslda part from time to time in each case at adRgation Price equal to one hundred percent
(100%) of the principal amount hereof (or of thdeemed portion hereof, as applicable), togethahedrcase of any such redemption, with
accrued and unpaid interest, including any Addaldnterest, to but excluding the date fixed asRieeemption Date and plus all Breakage
Costs.

Further, the Company shall, upon receipt of a ChasfgControl Election after June 30, 2011, redeleenSenior Notes in whole on a
date no more than thirty (30) days after receighefChange-of-Control Election, at a RedemptidoePequal to one hundred percent
(100%) of the principal amount thereof, togetheithie case of any such redemption, with accruecuapdid interest, including any
Additional Interest, to hut excluding the date thas the Redemption Date. The Company shall inextion with an Acceptable Repurchase,
redeem a portion of the Senior Notes at a Redemptitte equal to one hundred percent (100%) opthmeipal amount thereof, together, in
the case of any such redemption, with accrued apdid interest, including any Additional Interastput excluding the date fixed as the
Redemption Date, and plus all Breakage Costs.

In the event of redemption of this Senior Note amtnly, a new Senior Note or Senior Notes fortheedeemed portion hereof will be
issued in the name of the Holder hereof upon theealtation hereof. If less than all the Senior Nadee to be redeemed, the particular Senior
Notes to be redeemed shall be selected not monestkiy (60) days prior to the Redempti
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Date by the Trustee from the Outstanding Senioeblabt previously called for redemption, by suchhoeé as the Trustee shall deem fair
appropriate and which may provide for the selectmnedemption of a portion of the principal ambohany Senior Note.

The Indenture permits, with certain exceptionshesdin provided, the Company and the Trustee atiargyto enter into a supplemental
indenture or indentures for the purpose of moddyimany manner the rights and obligations of then@any and of the Holders of the Senior
Notes, with the consent of the Holders of not thas a majority in principal amount of the OutstaigdSenior Notes. The Indenture a
contains provisions permitting Holders of speciffeticentages in principal amount of the Senior 8late behalf of the Holders of all Senior
Notes, to waive compliance by the Company withaiemprovisions of the Indenture and certain pafults under the Indenture and th
consequences. Any such consent or waiver by thddfalf this Senior Note shall be conclusive andlinig upon such Holder and upon all
future Holders of this Senior Note and of any Sehiote issued upon the registration of transfeebor in exchange herefor or in lieu
hereof, whether or not notation of such consemtaiver is made upon this Senior Note.

No reference herein to the Indenture and no prowisf this Senior Note or of the Indenture shakrabr impair the obligation of the
Company, which is absolute and unconditional, {ptha principal of and any premium, if any, ancenetst, including any Additional Interest
(to the extent legally enforceable), on this SeMote at the times, place and rate, and in the @oturrency. herein prescribed.

As provided in the Indenture and subject to ceffiaiitations therein set forth, the transfer ofstiSienior Note is restricted to transfers to
“Qualified Purchasers” (as such term is definethmInvestment Company Act of 1940, as amended)saragjistrable in the Senior Notes
Register, upon surrender of this Senior Note fgisteation of transfer at the office or agencyh®# Company maintained for such purpose,
duly endorsed by, or accompanied by a written imsént of transfer in form satisfactory to the Comypand the Securities Registrar and ¢
executed by, the Holder hereof or such Holdersra#gy duly authorized in writing, and thereupon onenore new Senior Notes, of like
tenor, of authorized denominations and for the sagggegate principal amount, will be issued todésignated transferee or transferees.

The Senior Notes are issuable only in registerea fwithout coupons in minimum denominations of $000 and any integral multiple
of $1,000 in excess thereof As provided in the hidee and subject to certain limitations thereinfegh, Senior Notes are exchangeable f
like aggregate principal amount of Senior Notes afike tenor of a different authorized denominatias requested by the Holder
surrendering the same.

No service charge shall be made for any such ragjst of transfer or exchange, but the Company reguire payment of a sum
sufficient to cover any tax or other governmentedrge payable in connection therewith.

The Company, the Trustee and any agent of the Caoynmathe Trustee may treat the Person in whoseerthis Senior Note is
registered as the owner hereof for all purposegthér or not this Senior Note be overdue, and eettie Company, the Trustee nor any such
agent shall be affected by notice to the contrary.
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The Company and, by its acceptance of this Senite Nr a beneficial interest herein, the Holderaof] any Person that acquires a
beneficial interest in, this Senior Note agree,tfmtUnited States federal, state and local tap@ses, it is intended that this Senior Note
constitute indebtedness.

This Senior Note shall be construed and enforced iaccordance with and governed by the laws of the &k of New York without
reference to its conflict of laws provisions (othethan Section 5-1401 of the General Obligations Law

IN WITNESS WHEREOF, the Company has caused thisument to be duly executed on thiBAY ] day of [MONTH ], [ YEAR ].

COMSTOCK HOMEBUILDING
COMPANIES, INC.

By:

Name:

Title:

Section 2.2 Restrictive Legend
(a) Any Senior Note issued hereunder shall beagearid in substantially the following form:

[ IFE THIS SECURITY IS A GLOBAL SECURITY INSERT : “THIS SECURITY IS A GLOBAL SECURITY WITHIN THE
MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AN D IS REGISTERED IN THE NAME OF THE
DEPOSITORY TRUST COMPANY (“ DTC ") OR A NOMINEE OF DTC. THIS SECURITY IS EXCHANGEAB LE FOR
SECURITIES REGISTERED IN THE NAME OF A PERSON OTHER THAN DTC OR ITS NOMINEE ONLY IN THE
LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE, A ND NO TRANSFER OF THIS SECURITY (OTHER
THAN A TRANSFER OF THIS SECURITY AS A WHOLE BY DTC TO A NOMINEE OF DTC OR BY A NOMINEE OF DTC
TO DTC OR ANOTHER NOMINEE OF DTC) MAY BE REGISTERED EXCEPT IN LIMITED CIRCUMSTANCES.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF DTC TO THE ISSUER OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAY MENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTH ER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT HEREON IS MA DE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN
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AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, PL EDGE OR OTHER USE HEREOF FOR VALUE OR
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE &
CO., HAS AN INTEREST HEREIN.]

THE SECURITIES REPRESENTED BY THIS CERTIFICATE WERIRIGINALLY IS SUED IN A TRANSACTION EXEMPT
FROM REGISTRATION UNDER THE SECURITIES ACT OF 19385 AMENDED (THE “ SECURITIES ACT), AND SUCH
SECURITIES, AND ANY INTEREST THEREIN, MAY NOT BE GFERED, SOLD OR OTHERWISE TRANSFERRED IN THE
ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMFON THEREFROM. EACH PURCHASER OF ANY
SECURITIES IS HEREBY NOTIFIED THAT THE SELLER OF BHSECURITIES MAY BE RELYING ON THE EXEMPTION
FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIEST PROVIDED BY RULE 144A UNDER THE SECURITIES
ACT.

THE HOLDER OF THE SECURITIES REPRESENTED BY THISRBFICATE AGREES FOR THE BENEFIT OF THE
COMPANY THAT (A) SUCH SECURITIES MAY BE OFFERED, REOLD OR OTHERWISE TRANSFERRED ONLY (I) TO THE
COMPANY, (Il) TO A PERSON WHOM THE SELLER REASONABLBELIEVES IS (a) A “QUALIFIED INSTITUTIONAL
BUYER” (AS DEFINED IN RULE 144A TINDER THE SECURIHES ACT) AND (b) A “QUALIFIED PURCHASER” AS DEFINELC
IN SECTION 2(a)(51) OF THE INVESTMENT COMPANY ACTO1940, AS AMENDED) OR (Ill) TO A PERSON WHOM THE
SELLER REASONABLY BELIEVES IS A “QUALIFIED PURCHASR “ (AS DEFINED IN SECTION 2(a)(51) OF THE
INVESTMENT COMPANY ACT OF 1940, AS AMENDED) AND (BYHE HOLDER WILL NOTIFY ANY PURCHASER OF ANY
SECURITIES FROM IT OF THE RESALE RESTRICTIONS REHEERD TO IN (A) ABOVE.

THE SECURITIES WILL BE ISSUED AND MAY BE TRANSFERREONLY IN B LOCKS HAVING AN AGGREGATE
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000. TO THRJLLEST EXTENT PERMITTED BY LAW, ANY ATTEMPTED
TRANSFER OF SECURITIES, OR ANY INTEREST THEREIN, WBLOCK HAVING AN AGGREGATE PRINCIPAL AMOUNT
OF LESS THAN $100,000 AND MULTIPLES OF $1,000 IN EESS THEREOF SHALL BE DEEMED TO BE VOID AND OF NO
LEGAL EFFECT WHATSOEVER. TO THE FULLEST EXTENT PERWMIED BY LAW, ANY SUCH PURPORTED TRANSFERE
SHALL BE DEEMED NOT TO BE THE HOLDER OF SUCH SECURES FOR ANY PURPOSE, INCLUDING, BUT NOT
LIMITED TO, THE RECEIPT OF PRINCIPAL OF OR INTERESIN SUCH SECURITIES, OR ANY INTEREST THEREIN, AND
SUCH PURPORTED TRANSFEREE SHALL BE DEEMED TO HAVEONNTEREST WHATSOEVER IN SUCH SECURITIES.

THE HOLDER OF THIS SECURITY, OR ANY INTEREST THERE) BY ITS ACCEPTANCE HEREOF OR THEREOF ALSO
AGREES, REPRESENTS AND WARRANTS THAT IT IS NOT ANPLOYEE BENEFIT PLAN, INDIVIDUAL
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RETIREMENT ACCOUNT OR OTHER PLAN OR ARRANGEMENT SUECT TO TITLE | OF THE EMPLOYEE RETIREMENT
INCOME SECURITY ACT OF 1974, AS AMENDED (* ERISA, OR SECTION 4975 OF THE INTERNAL REVENUE CODE OF
1986, AS AMENDED (THE “ CODE), OR SIMILAR LAW (EACH A “ PLAN "), OR AN ENTITY WHOSE UNDERLYING
ASSETS INCLUDE “PLAN ASSETS” BY REASON OF ANY PLAMN INVESTMENT IN THE ENTITY, AND NO PERSON
INVESTING “PLAN ASSETS” OF ANY PLAN MAY ACQUIRE ORHOLD THIS SECURITY OR ANY INTEREST THEREIN.
ANY PURCHASER OR HOLDER OF THE SECURITIES OR ANYTRREST THEREIN WILL BE DEEMED TO HAVE
REPRESENTED BY ITS PURCHASE AND HOLDING THEREOF THAT IS NOT AN EMPLOYEE BENEFIT PLAN WITHIN
THE MEANING OF SECTION 3(3) OF ERISA, OR A PLAN T@HICH SECTION 4975 OF THE CODE IS APPLICABLE, A
TRUSTEE OR OTHER PERSON ACTING ON BEHALF OF AN EMBYEE BENEFIT PLAN OR PLAN, OR ANY OTHER
PERSON OR ENTITY USING THE ASSETS OF ANY EMPLOYEEREFIT PLAN OR PLAN TO FINANCE SUCH PURCHASE.”

(b) The above legends shall not be removed fromSamjor Note unless there is delivered to the Camypgatisfactory evidence, which
may include an Opinion of Counsel, as may be resdgrrequired to ensure that any future transteesetof may be made without restriction
under or violation of the provisions of the SedastAct and other applicable law. Upon provisiorsoth satisfactory evidence, the Company
shall execute and deliver to the Trustee, and thet@e shall deliver, upon receipt of a Companye@directing it to do so, a Senior Note that
does not bear the legend.

Section 2.3 Form of TrusteeCertificate of Authentication
The Trustee’s certificate of authentication shallit substantially the following form:

This is one of the Senior Notes referred to invfitBin-mentioned Indenture.

Dated:
WELLS FARGO BANK, N.A., not in its individual cap#g, but solely
as Trustet

By:
Name
Title:

Section 2.4 Temporary Senior Notes

(a) Pending the preparation of definitive Seniotddépthe Company may execute, and upon Company @drustee shall
authenticate and deliver, temporary Senior Notasahe printed, lithographed, typewritten, mimepéed or otherwise produced, in any
denomination, substantially of the tenor of therdgéfe Senior Notes in lieu of which they are
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issued and with such appropriate insertions, ommssisubstitutions and other variations as the@f§i executing such Senior Notes may
determine, as evidenced by their execution of Sefior Notes.

(b) If temporary Senior Notes are issued, the Comppeill cause definitive Senior Notes to be prepangthout unreasonable delay.
After the preparation of definitive Senior Notdse temporary Senior Notes shall be exchangeablefiamitive Senior Notes upon surrender
of the temporary Senior Notes at the office or agesf the Company designated for that purpose witisbarge to the Holder. Upon
surrender for cancellation of any one or more terayoSenior Notes, the Company shall execute amd thstee shall authenticate and de
in exchange therefor one or more definitive Sehiotes of any authorized denominations having tinees@riginal Issue Date and Stated
Maturity and having the same terms as such temp&wnior Notes. Until so exchanged, the temporani® Notes shall in all respects be
entitled to the same benefits under this Inderagrdefinitive Senior Notes.

Section 2.5 Definitive Senior Notes

The definitive Senior Notes shall be printed, lghaphed or engraved, or produced by any combinafitimese methods, if required by
any securities exchange on which the Senior Notshe listed, on a steel engraved border or stegheed borders or may be produced in
any other manner permitted by the rules of any iiiesiexchange on which the Senior Notes maydiedi all as determined by the officers
executing such Senior Notes, as evidenced by éxeicution of such Senior Notes.

ARTICLE Il
THE SENIOR NOTES

Section 3.1 Payment of Principal and Interest

(a) The unpaid principal amount of the Senior Nateall bear interest at a fixed rate equal to 9. p&¥%annum through the second
anniversary of the date of this Indenture (* Fixate Periodl) and thereafter at a variable rate, reset qugrtequal to LIBOR plus
(i) 6.20% per annum, until the fourth anniversafyhe date of this Indenture, and (ii) 8.20% pemwam thereafter until the principal thereof is
paid or duly provided for, such interest to acdnoen and including January 1, 2009 or from andudotg the most recent Interest Payment
Date to which interest has been paid or duly preditbr to but excluding the succeeding Interesni®ay Date, and any overdue principal,
premium, if any, and any overdue installment oéiast shall bear Additional Interest at the ratetgrest then borne by the Senior Notes,
compounded quarterly from and including the dates smounts are due to but excluding the datesaudunts are paid or funds for the
payment thereof are made available for payment.

(b) Interest and Additional Interest on any SeiNote that is payable, and is punctually paid oy dwbvided for, on any Interest
Payment Date shall be paid to the Person in whaserthat Senior Note (or one or more Predecessiordéotes) is registered at the close
of business on the Regular Record Date for su@hnést, except that interest and any Additionalregepayable on the Stated Maturity (or
date of principal repayment upon early maturity)
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of the principal of a Senior Note or on a Redempiiate shall be paid to the Person to whom pritégppaid. The initial payment of interest
on any Senior Note that is issued between a Redaord Date and the related Interest Payment $betié be payable as provided in such
Senior Note.

(c) Any interest on any Senior Note that is due paghble, but is not timely paid or duly provided, fon any Interest Payment Date for
Senior Notes (herein called “ Defaulted Intergsthall forthwith cease to be payable to the reged Holder on the relevant Regular Record
Date by virtue of having been such Holder, and ddefaulted Interest may be paid by the Companigs alection in each case, as provide
paragraph (i) or (ii) below:

() The Company may elect to make payment of anfaliited Interest to the Persons in whose nameSéeher Notes (or their
respective Predecessor Senior Notes) are regisietbd close of business on a Special Record idathe payment of such Defaulted Inte
(a “ Special Record Dat®, which shall be fixed in the following mannert kast thirty (30) days prior to the date of thegmsed payment,
the Company shall notify the Trustee in writingtloé amount of Defaulted Interest proposed to be paieach Senior Note and the date o
proposed payment, and at the same time the Congteatlydeposit with the Trustee an amount of morggiakto the aggregate amount
proposed to be paid in respect of such Defaulteztdst or shall make arrangements satisfactoryed tustee for such deposit prior to the
date of the proposed payment, such money when ilegas be held in trust for the benefit of the $2ers entitled to such Defaulted Interest.
Thereupon the Trustee shall fix a Special Recor B the payment of such Defaulted Interest, Wisisall be not more than fifteen
(15) days and not less than ten (10) days pritheadate of the proposed payment and not lesstéimafi0) days after the receipt by the
Trustee of the notice of the proposed payment.Trastee shall promptly notify the Company of suge&al Record Date and, in the name
and at the expense of the Company, shall causeenaftithe proposed payment of such Defaulted Istened the Special Record Date ther
to be mailed, first class, postage prepaid, to ébater of a Senior Note at the address of sucliétahs it appears in the Securities Register
not less than ten (10) days prior to such SpeaabRd Date. Notice of the proposed payment of feflaulted Interest and the Special
Record Date therefor having been so mailed, sudaulted Interest shall be paid to the Persons insgmames the Senior Notes (or their
respective Predecessor Senior Notes) are registeredch Special Record Date; or

(i) The Company may make payment of any Defaultéerest in any other lawful manner not inconsisteith the requirements
of any securities exchange or automated quotatistes on which the Senior Notes may be listed enlaat quoted and, upon such notice as
may be required by such exchange or automated tiprotystem (or by the Trustee if the Senior Natesnot listed), if, after notice given by
the Company to the Trustee of the proposed paymeastiant to this clause, such payment shall be dégmacticable by the Trustee.

(d) Payments of interest on the Senior Notes $hellide interest accrued to but excluding the repe Interest Payment Dates. During
the Fixed Rate Period, the amount of interest payfalp any interest period shall be computed onbthss of a three hundred sixty (360)-day
year of twelve (12) thirty (3+day months and the amount payable for any partiabg shall be computed on the basis of the actudber o
days elapsed in a three hundred
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sixty (360)-day year of twelve (12) thirty (30)-dmponths. Upon expiration of the Fixed Rate Peribd,amount of interest payable for any
interest period will be computed on the basis thfrae hundred sixty (360)-day year and the actualber of days elapsed in the relevant
interest period.

(e) Payment of principal of, premium, if any, anterest on the Senior Notes shall be made in soichor currency of the United States
of America as at the time of payment is legal teridepayment of public and private debts. Paymehizincipal, premium, if any, and
interest due at the Maturity of such Senior Noteslde made at the Place of Payment upon surrefdeich Senior Notes to the Paying
Agent and payments of interest shall be made, stifjesuch surrender where applicable, by wiresfiemat such place and to such account at
a banking institution in the United States as maylésignated in writing to the Paying Agent attiéaxs (10) Business Days prior to the date
for payment by the Person entitled thereto unlespgy written transfer instructions have not besgeived by the relevant record date, in
which case such payments shall be made by chedkadrtaithe address of such Person as such addr@ssspear in the Security Register.

(f) The parties hereto acknowledge and agree tiealtiblders have certain rights to direct the Comggarmodify the Interest Payment
Dates and corresponding Redemption Date and Stéaéatity of the Senior Notes or a portion of theni®e Notes pursuant to the Purchase
Agreement. In the event any such modificationsnaaele to the Senior Notes or a portion of the Sedaies, appropriate changes to the form
of Senior Note set forth in Article Hereof shall be made prior to the issuance andeatitation of new or replacement Senior Notes. Any
such modification of the Interest Payment Dates@mcesponding Redemption Date and Stated Matwiity respect to any Senior Notes or
tranche of Senior Notes shall not require or bgestlto the consent of the Trustee.

(9) Subject to the foregoing provisions of this t8et3.1, each Senior Note delivered under this Indentpanuransfer of or in
exchange for or in lieu of any other Senior Notallstarry the rights to interest accrued and unpand to accrue, that were carried by such
other Senior Note.

(h) The Senior Notes will rank pari passu with eattier and the Company’s other senior unsecurddatlans, other than such senior
unsecured obligations constituting Permitted Delihe extent set forth in Article X]Ifrom time to time outstanding.
Section 3.2 Denominations

The Senior Notes shall be in registered form witremupons and shall be issuable in minimum denatising of $100,000 and any
integral multiple of $1,000 in excess thereof.

Section 3.3 Execution, Authentication, Delivery dvating.

(a) At any time and from time to time after the @xton and delivery of this Indenture, the Compargy deliver Senior Notes in an
aggregate principal amount (including all then @nding Senior Notes) not in excess of Seven Millbmllars ($7,000,000) executed by the
Company to the Trustee for authentication, togethtir a Company Order for the authentication and/dey of such Senior Notes, and the
Trustee in accordance with the
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Company Order shall authenticate and deliver sueho® Notes. In authenticating such Senior Noted,accepting the additional
responsibilities under this Indenture in relatiorstich Senior Notes, the Trustee shall be entitiedceive, and shall be fully protected in
relying upon:

(i) a copy of any Board Resolution relating theyeaiod

(il) an Opinion of Counsel stating that: (1) suadn®r Notes, when authenticated and delivered éytlustee and issued by the
Company in the manner and subject to any condispesified in such Opinion of Counsel, will const#, and the Indenture constitutes, v.
and legally binding obligations of the Company,feanforceable in accordance with its terms, suligebankruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similavdaf general applicability relating to or affegfioreditors’ rights and to general equity
principles; (2) the Senior Notes have been dulharitzed and executed by the Company and have l#merdd to the Trustee for
authentication in accordance with this IndentuBtite Senior Notes are not required to be regidteander the Securities Act; and (4) the
Indenture is not required to be qualified underThest Indenture Act.

(b) The Senior Notes shall be executed on behati@fCompany by its Chairman of the Board, its \@w®irman of the Board, its Chi
Executive Officer, its President or one of its Vigesidents. The signature of any of these offioarthe Senior Notes may be manual or
facsimile. Senior Notes bearing the manual or faitsisignatures of individuals who were at any titine proper officers of the Company
shall bind the Company, notwithstanding that sunctividuals or any of them have ceased to hold siffites prior to the authentication and
delivery of such Senior Notes or did not hold saffites at the date of such Senior Notes.

(c) No Senior Note shall be entitled to any bengiitler this Indenture or be valid or obligatory &y purpose, unless there appears on
such Senior Note a certificate of authenticatidnssantially in the form provided for herein execlby the Trustee by the manual signatur
one of its authorized signatories, and such ceati® upon any Senior Note shall be conclusive egigeand the only evidence, that such
Senior Note has been duly authenticated and defivieereunder. Notwithstanding the foregoing, if &eyior Note shall have been
authenticated and delivered hereunder but neveedsand sold by the Company, and the Company Iskedl delivered such Senior Note to
the Trustee for cancellation as provided in SecBi@ for all purposes of this Indenture such SenioteNthall be deemed never to have been
authenticated and delivered hereunder and shadirzventitled to the benefits of this Indenture.

(d) Each Senior Note shall be dated the date @futkentication.

Section 3.4 Global Senior Notes

(a) The Senior Notes issued on the Original Issaie Bhall be in the form of Global Senior Notesol/the election of any Holder
holding a definitive Senior Note after the Origihsdue Date, which election need not be in writthg, Senior Notes owned by such Holder
shall be issued in the form of one or more Glolmli® Notes registered in the name of the Depgsdaits nominee. Each Global Senior
Note issued under thindenture shall be registered in the name of theoBitary designated by the Company for such Gl8kealor Note

27



or a nominee thereof and delivered to such Depgsitaa nominee thereof or custodian therefor (Whiay be the Trustee), and each such
Global Senior Note shall constitute a single SeNiote for all purposes of this Indenture.

(b) Notwithstanding any other provision in this émdure, no Global Senior Note may be exchangecdhimlewor in part for registered
Senior Notes, and no transfer of a Global SenideNowhole or in part may be registered, in thmeaf any Person other than the
Depositary for such Global Senior Note or a nomithegeof unless (i) such Depositary advises thet€aiand the Company in writing that
such Depositary is no longer willing or able topedy discharge its responsibilities as Depositaith respect to such Global Senior Note,
and no qualified successor is appointed by the Gowywvithin ninety (90) days of receipt by the Compaf such notice, (ii) such Depositary
ceases to be a clearing agency registered undé&ixtiange Act and no successor is appointed bgdmepany within ninety (90) days after
obtaining knowledge of such event, (iii) the Comparecutes and delivers to the Trustee a CompadgrQtating that the Company elect:
terminate the bookntry system through the Depositary or (iv) an Ewgrbefault shall have occurred and be continulgigon the occurren:
of any event specified in clause (i) (ii) (iii) 6w) above in this Section 34(b), the Trustee shall notify the Depositary and indtthe
Depositary to notify all owners of beneficial inésts in such Global Senior Note of the occurrericeich event and of the availability of
Senior Notes to such owners of beneficial interssgsiesting the same. The Trustee may conclusregly and be protected in relying, upon
the written identification of the owners of benéfldnterests furnished by the Depositary, andlstati be liable for any delay resulting from a
delay by the Depositary. Upon the issuance of Sertior Notes and the registration in the SecurRiegister of such Senior Notes in the
names of the Holders of the beneficial interestsdim, the Trustees shall recognize such holdebewéficial interests as Holders.

(c) If any Global Senior Note is to be exchangeatdbther Senior Notes or canceled in part, or ithapnSenior Note is to be exchanged
in whole or in part for a beneficial interest inya@lobal Senior Note, then either (i) such Globahi®r Note shall be so surrendered for
exchange or cancellation as provided in this Agtitl or (ii) the principal amount thereof shall be reeldor increased by an amount equal to
(x) the portion thereof to be so exchanged or dedoar (y) the principal amount of such other SeiNote to be so exchanged for a beneficial
interest therein, as the case may be, by means abaropriate adjustment made on the records db#oerities Registrar, whereupon the
Trustee, in accordance with the Applicable DepogiRrocedures, shall instruct the Depositary oaitthorized representative to make a
corresponding adjustment to its records. Upon aeh surrender or adjustment of a Global Senior Mgtthe Depositary, accompanied by
registration instructions, the Company shall exeautd the Trustee shall authenticate and deliveSamior Notes issuable in exchange for
such Global Senior Note (or any portion thereofadeordance with the instructions of the Deposit@ihe Trustee shall not be liable for any
delay in delivery of such instructions and may dosizely rely on, and shall be fully protected @iying on, such instructions.

(d) Every Senior Note executed, authenticated atisleded upon registration of transfer of, or irtleange for or in lieu of, a Global
Senior Note or any portion thereof shall be exetuaethenticated and delivered in the form of, simall be, a Global Senior Note, unless
Senior Note is registered in the name of a Perfoer than the Depositary for such Global SenioreNmta nominee thereof.
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(e) The Depositary or its nominee, as the regidterener of a Global Senior Note, shall be the Holifesuch Global Senior Note for all
purposes under this Indenture and the Senior Natespwners of beneficial interests in a Globali@eNote shall hold such interests
pursuant to the Applicable Depositary Proceduresofdingly, any such owner’s beneficial interesaiGlobal Senior Note shall be shown
only on, and the transfer of such interest shafiiected only through, records maintained by tlepdsitary or its nominee or its Depositary
Participants. The Securities Registrar and thet€eushall be entitled to deal with the Depositarydll purposes of this Indenture relating to a
Global Senior Note (including the payment of prppatiand interest thereon and the giving of instamst or directions by owners of beneficial
interests therein and the giving of notices) asstile Holder of the Senior Note and shall haveblgations to the owners of beneficial
interests therein. Neither the Trustee nor the S&esiRegistrar shall have any liability in respetany transfers effected by the Depositary.

(f) The rights of owners of beneficial interestsigGlobal Senior Note shall be exercised only thhothe Depositary and shall be limit
to those established by law and agreements betstesmowners and the Depositary and/or its DepgsRarticipants.

(9) No holder of any beneficial interest in any BdbSenior Note held on its behalf by a Depositdngll have any rights under this
Indenture with respect to such Global Senior Natel such Depositary may be treated by the Compheylrustee and any agent of the
Company or the Trustee as the owner of such GIBeaior Note for all purposes whatsoever. None ®Gbmpany, the Trustee nor any ag
of the Company or the Trustee will have any resjiility or liability for any aspect of the recordslating to or payments made on account of
beneficial ownership interests of a Global SenioteNor maintaining, supervising or reviewing angar@s relating to such beneficial
ownership interests. Notwithstanding the foregomathing herein shall prevent the Company, the fEBeusr any agent of the Company or the
Trustee from giving effect to any written certifiiman, proxy or other authorization furnished by epdsitary or impair, as between a
Depositary and such holders of beneficial interaghts operation of customary practices governimgetkercise of the rights of the Depositary
(or its nominee) as Holder of any Senior Note.

Section 3.5 Registration, Transfer and Exchangestzdly .

(a) The Trustee shall cause to be kept at the Catgpdrust Office a register (the “ Securities Régi”) in which the registrar and
transfer agent with respect to the Senior Notes (tBecurities Registrdj, subject to such reasonable regulations as yt prascribe, shall
provide for the registration of Senior Notes andrafsfers and exchanges of Senior Notes. The desdtall at all times also be the Securities
Registrar. The provisions of Article \ghall apply to the Trustee in its role as SecigiRegistrar.

(b) Subject to compliance with Section 2.2(lbipon surrender for registration of transfer of &enior Note at the offices or agencies of
the Company designated for that purpose the Comglaaly execute, and the Trustee shall authentaradedeliver, in the name of the
designated transferee or transferees, one or nesveSenior Notes of any authorized denominatiorgeftenor and aggregate principal
amount.
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(c) At the option of the Holder, Senior Notes maydxchanged for other Senior Notes of any authdriemominations, of like tenor a
aggregate principal amount, upon surrender of #red® Notes to be exchanged at such office or agalbenever any Senior Notes are so
surrendered for exchange, the Company shall exeantkthe Trustee shall authenticate and delilierSenior Notes that the Holder making
the exchange is entitled to receive.

(d) All Senior Notes issued upon any transfer ahexge of Senior Notes shall be the valid obligegiof the Company, evidencing the
same debt, and entitled to the same benefits uhieindenture, as the Senior Notes surrendered spoh transfer or exchange.

(e) Every Senior Note presented or surrenderettdosfer or exchange shall be duly endorsed, @cbempanied by a written
instrument of transfer in form satisfactory to hempany and the Securities Registrar, duly exedoyetie Holder thereof or such Holder's
attorney duly authorized in writing.

(f) No service charge shall be made to a Holdeafor transfer or exchange of Senior Notes, buCii@pany may require payment of a
sum sufficient to cover any tax or other governrakaharge that may be imposed in connection withteansfer or exchange of Senior No

(9) Neither the Company nor the Trustee shall ljeired pursuant to the provisions of this Sectidn: §i) to issue, register the transfer
of or exchange any Senior Note during a periodrivégg at the opening of business fifteen (15) dagfere the day of selection for
redemption of Senior Notes pursuant to Articleaktd ending at the close of business on the dayading of the notice of redemption or
(i) to register the transfer of or exchange angi@eNote so selected for redemption in whole opaint, except, in the case of any such Senior
Note to be redeemed in part, any portion therebfambe redeeme:

(h) The Company shall designate an office or offioeagency or agencies where Senior Notes mayrbenslered for registration or
transfer or exchange. The Company initially desigaghe Corporate Trust Office as its office andrmy for such purposes. The Company
shall give prompt written notice to the Trustee &mthe Holders of any change in the location of sunch office or agency.

(i) The Senior Notes may only be transferred tQadlified Purchaser” as such term is defined irtiSe@(a)(51)of the Investment
Company Act.

() Neither the Trustee nor the Securities Registhall be responsible for ascertaining whetherteanysfer hereunder complies with the
registration provisions of or any exemptions frdra Securities Act, applicable state securities lamthe applicable laws of any other
jurisdiction, ERISA, the Code or the Investment @amy Act;provided, that if a certificate is specifically required the express terms of
this Section 3.50 be delivered to the Trustee or the Securitiegister by a Holder or transferee of a Senior Nifte, Trustee and the
Securities Registrar shall be under a duty to vecand examine the same to determine whether dhadatertificate substantially conforms
its face to the requirements of this Indenture stmall promptly notify the party delivering the saifisuch certificate does not comply with
such terms.
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Section 3.6 Mutilated, Destroyed, Lost and Stoleni& Notes

(a) If any mutilated Senior Note is surrendereth®Trustee together with such security or indeynat may be required by the
Company or the Trustee to save each of them hasptles Company shall execute and upon receiptdhére Trustee shall authenticate and
deliver in exchange therefor a new Senior Notekeftenor and aggregate principal amount and bgainumber not contemporaneously
outstanding.

(b) If there shall be delivered to the Trustees(ildence to its satisfaction of the destructiosslor theft of any Senior Note and (ii) such
security or indemnity as may be required by itaweseach of the Company and the Trustee harmless, in the absence of notice to the
Company or the Trustee that such Senior Note has &equired by a bona fide purchaser, the Complzalyexecute and upon its written
request the Trustee shall authenticate and delivéieu of any such destroyed, lost or stolen 8eNiote, a new Senior Note of like tenor and
aggregate principal amount as such destroyedoiastblen Senior Note, and bearing a number naeooporaneously outstanding.

(c) If any such mutilated, destroyed, lost or stdienior Note has become or is about to becomauddi@payable, the Company in its
discretion may, instead of issuing a new SenioeNpay such Senior Note.

(d) Upon the issuance of any new Senior Note utiderSection 3.6 the Company may require the payment of a sunicgerit to cover
any tax or other governmental charge that may Ipos®d in relation thereto and any other expensekifling the fees and expenses of the
Trustee) connected therewith.

(e) Every new Senior Note issued pursuant to taiién 3.6n lieu of any mutilated, destroyed, lost or stoamior Note shall
constitute an original additional contractual oatign of the Company, whether or not the mutilatibtroyed, lost or stolen Senior Note s
be at any time enforceable by anyone, and shathtiled to all the benefits of this Indenture dfyuand proportionately with any and all
other Senior Notes duly issued hereunder.

(f) The provisions of this Section 3ae exclusive and shall preclude (to the extenfuBwall other rights and remedies with respect to
the replacement or payment of mutilated, destroled or stolen Senior Notes.

Section 3.7 Persons Deemed Owners

The Company, the Trustee and any agent of the Coynpathe Trustee shall treat the Person in whaseenany Senior Note is
registered as the owner of such Senior Note fopthpose of receiving payment of principal of ang anterest on such Senior Note and for
all other purposes whatsoever, and neither the @ognghe Trustee nor any agent of the Companyeof thstee shall be affected by notic
the contrary.
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Section 3.8 Cancellation

All Senior Notes surrendered for payment, redenmpticansfer or exchange shall, if surrendered foRarson other than the Trustee, be
delivered to the Trustee, and any such Senior NatdsSenior Notes surrendered directly to the €rmukir any such purpose shall be
promptly canceled by it. The Company may at anetdsliver to the Trustee for cancellation any SeNiotes previously authenticated and
delivered hereunder that the Company may have watjin any manner whatsoever, and all Senior Netedelivered shall be promptly
canceled by the Trustee. No Senior Notes shallbeeaticated in lieu of or in exchange for any $eMotes canceled as provided in this
Section 3.8 except as expressly permitted by this Indentiilecanceled Senior Notes shall be retained oralisg of by the Trustee in
accordance with its customary practices and thst&eushall deliver to the Company a certificatsuwth disposition.

Section 3.9 Agreed Tax Treatment

Each Senior Note issued hereunder shall providethieaCompany and, by its acceptance or acquisiti@aSenior Note or a beneficial
interest therein, the Holder of, and any Persohdbquires a direct or indirect beneficial interi@estsuch Senior Note, intend and agree to treat
such Senior Note as indebtedness of the Compariyriited States federal, state and local fax’poses. The provisions of this Indenture ¢
be interpreted to further this intention and agreenof the parties.

Section 3.10 CUSIP Numbers

The Company in issuing the Senior Notes may useSIBUnumbers (if then generally in use), and, iftbe@ Trustee shall use “CUSIP”
numbers in notices of redemption and other sinaitanelated materials as a convenience to Holdeowighed, that any such notice or other
materials may state that no representation is raade the correctness of such numbers either ategron the Senior Notes or as contained in
any notice of redemption or other materials andl rthigance may be placed only on the other ides@ifon numbers printed on the Senior
Notes, and any such redemption shall not be affdzyeany defect in or omission of such numb

ARTICLE IV
SATISFACTION AND DISCHARGE

Section 4.1 Satisfaction and Discharge of Indenture

This Indenture shall, upon Company Request, caalse bf further effect (except as to any survivilgipts of registration of transfer or
exchange of Senior Notes herein expressly providednd as otherwise provided in this Section)4ahd the Trustee, on written demand of
and at the expense of the Company, shall execafepinstruments acknowledging satisfaction andhdigge of this Indenture, when

(@) either
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(i) all Senior Notes theretofore authenticated delivered (other than (A) Senior Notes that havenbmutilated, destroyed, lost or
stolen and that have been replaced or paid asgadvh_Section 3.6nd (B) Senior Notes for whose payment money hexethbfore been
deposited in trust or segregated and held in byshe Company and thereafter repaid to the Compauscharged from such trust as
provided in_Section10.2) have been delivered to the Trustee for diatiom; or

(i) all such Senior Notes not theretofore delivkte the Trustee for cancellation
(A) have become due and payable; or
(B) will become due and payable at their Stateduvigt within one (1) year of the date of deposit; o

(C) are to be called for redemption within oneyéar under arrangements satisfactory to the Trdstebe giving of notic:
of redemption by the Trustee in the name, andeae#pense, of the Company;

and the Company, in the case of subclause (ii@)or (C) above, has deposited or caused to bedike with the Trustee as trust funds in
trust for such purpose (x) an amount in the curemccurrencies in which the Senior Notes are pkeydlp) Government Obligations which
through the scheduled payment of principal andéstein respect thereof in accordance with themsewill provide, not later than the due
date of any payment, money in an amount or (z)nabtoation thereof, in each case sufficient, indp&ion of a nationally recognized firm
independent public accountants expressed in aewrdtertification thereof delivered to the Trusteepay and discharge the entire
indebtedness on such Senior Notes not theretofidieeded to the Trustee for cancellation, for pifat and any premium and interest
(including any Additional Interest) to the datesoich deposit (in the case of Senior Notes that bageeme due and payable) or to the Stated
Maturity (or any date of principal repayment up@anmlg maturity) or Redemption Date, as the case bey

(b) the Company has paid or caused to be paidtalsums payable hereunder by the Company; and

(c) the Company has delivered to the Trustee aic@$ Certificate and an Opinion of Counsel each staitiag all conditions precede
herein provided for relating to the satisfactionl alischarge of this Indenture have been compligh. wi

Notwithstanding the satisfaction and dischargensf iIndenture, the obligations of the Company ®Thustee undeSection 6.6 the
obligations of the Company to any AuthenticatingeAgunder Section 6.1dnd, if money shall have been deposited with thestBe pursuant
to subclause (a)(ii) of this Section 4.the obligations of the Trustee under Sectiona#h@ Section 10.2(eshall survive.
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Section 4.2 Application of Trust Money

Subject to the provisions of Section 10.2(a)l money deposited with the Trustee pursua@dction 4.1shall be held in trust and
applied by the Trustee, in accordance with the isions of the Senior Notes and this Indenturehéopayment in accordance with
Section 3.1, either directly or through any Paying Agent (udihg the Company acting as its own Paying Agesitha Trustee may
determine, to the Persons entitled thereto, optiveipal and any premium and interest (including Additional Interest) for the payment of
which such money or obligations have been depositddor received by the Trustee.

ARTICLE V
REMEDIES

Section 5.1 Events of Default

“ Event of Default’ means, wherever used herein with respect to #md® Notes, any one of the following events (whatdhe reason
for such Event of Default and whether it shall béumtary or involuntary or be effected by operattddaw or pursuant to any judgment,
decree or order of any court or any order, ruleegulation of any administrative or governmentadyjo

(a) default in the payment of any interest upon &agior Note, including any Additional Interesté@spect thereof, when it becomes
and payable, and continuance of such default fmrand of thirty (30) days; or

(b) default in the payment of the principal of aygpremium on any Senior Note at its Maturity; or

(c) default in the performance, or breach, of amyenant or warranty of the Company in this Indemtr the Purchase Agreement and
continuance of such default or breach for a peoiathirty (30) days after there has been giventdgistered or certified mail, to the Company
by the Trustee or to the Company and the Trustabdidolders of at least twenty-five percent (258@ggregate principal amount of the
Outstanding Senior Notes a written notice specifysach default or breach and requiring it to beaaied and stating that such notice is a
“Notice of Default” hereunder (a “ Notice of Defall; provided, that any default in the performance or breacthefcovenant set forth in
Section 10.&hall constitute an Event of Default immediatelypnsuch default or breach (without any obligatibthe Trustee or the Holde
to deliver a Notice of Default) and the Holderslshave the immediate right to exercise all remsdajeanted to the Holders under this
Indenture; or

(d) the entry by a court having jurisdiction in temises of a decree or order adjudging the Coynpdrankrupt or insolvent, or
approving as properly filed a petition seeking gamization, arrangement, adjustment or compostfar in respect of the Company under
any applicable federal or state bankruptcy, ingatyereorganization or other similar law, or appioig a custodian, receiver, liquidator,
assignee, trustee, sequestrator or other similaialfof the Company or of any substantial paritefproperty, or ordering the winding up or
liquidation of its affairs, and the continuanceaofy such decree or order for relief or any suclerotlecree or order unstayed and in effect’
period of sixty (60) consecutive days; or
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(e) the institution by the Company of proceedirggbé adjudicated a bankrupt or insolvent, or theseat by the Company to the
institution of bankruptcy or insolvency proceedimgginst it, or the filing by the Company of a peti or answer or consent seeking
reorganization or relief under any applicable faefler state bankruptcy, insolvency, reorganizationther similar law, or the consent by it to
the filing of such petition or to the appointmeffbo taking possession by a custodian, receivgujdiator, assignee, trustee, sequestrator or
other similar official of the Company or of any stdmtial part of its property, or the making bgfitan assignment for the benefit of creditors,
or the admission by it in writing of its inabilitp pay its debts generally as they become duetandllingness to be adjudicated a bankrug.
insolvent, or the taking of corporate action by @@mpany in furtherance of any such action.

Section 5.2 Acceleration of Maturity; Rescission &nnulment

(a) If an Event of Default occurs and is continyitigen and in every such case the Trustee or tihdekroof not less than twenty-five
percent (25%) in aggregate principal amount of@uéstanding Senior Notes may declare the princpaunt of all the Senior Notes to be
immediately due and payable, by a notice in writimghe Company (and to the Trustee if given bydda).

(b) At any time after such a declaration of acaien with respect to Senior Notes has been madéefore a judgment or decree for
payment of the money due has been obtained byrtis€k as hereinafter provided in this Article ie Holders of a majority in aggregate
principal amount of the Outstanding Senior Notgswhtten notice to the Trustee, may rescind anmtubsuch declaration and its
consequences if:

(i) the Company has paid or deposited with the tBeis. sum sufficient to pay:
(A) all overdue installments of interest on all ®erNotes;
(B) any accrued Additional Interest on all Seniatés;

(C) the principal of and any premium on any Sehlotes that have become due otherwise than by serdhrdtion of
acceleration and interest (including any Additiolmaérest) thereon at the rate borne by the Seéxibes;

(D) all sums paid or advanced by the Trustee heleuand the reasonable compensation, expensesrsisients and
advances of the Trustee and its agents and counsel;

(E) all sums paid or advanced by the Holders hateuand the reasonable fees, expenses, disburseamehadvances of
the Holders and their agents and counsel in coiomestith the relevant default; and
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(i) all Events of Default with respect to Seniootds, other than the non-payment of the princip&emior Notes that has become
due solely by such acceleration, have been curedimed as provided in Section 5.13

No such rescission shall affect any subsequentuttefaimpair any right consequent there

Section 5.3 Collection of Indebtedness and Suit&fdorcement by Trustee
(&) The Company covenants that if:

(i) default is made in the payment of any instaliinef interest (including any Additional Interest) any Senior Note when such
interest becomes due and payable and such defemtihaes for a period of thirty (30) days; or

(i) default is made in the payment of the printipand any premium on any Senior Note at the Mgtthereof;

the Company will, upon demand of the Trustee, papé Trustee, for the benefit of the Holders afhs8enior Notes, the whole amount then
due and payable on such Senior Notes for prin@ipdlany premium and interest (including any Addiilbinterest) and, in addition thereto,
all amounts owing the Trustee under Sectiorneid all sums paid or advanced by the Holders helexusmd the reasonable fees, expenses,
disbursements and advances of the Holders andateirts and counsel in connection with such default

(b) If the Company fails to pay such amounts foithwpon such demand, the Trustee, in its own nantkas trustee of an express tr
may institute a judicial proceeding for the collentof the sums so due and unpaid, and may prasecgh proceeding to judgment or final
decree, and may enforce the same against the Cgropamy other obligor upon such Senior Notes ailéct the moneys adjudged or
decreed to be payable in the manner provided byolavef the property of the Company or any othdigol upon the Senior Notes, wherever
situated.

(c) If an Event of Default with respect to Seniastdk occurs and is continuing, the Trustee majsidiscretion proceed to protect and
enforce its rights and the rights of the Holder§&ehior Notes by such appropriate judicial procegslias the Trustee shall deem most
effectual to protect and enforce any such rightstiver for the specific enforcement of any covearigreement in this Indenture or in aid
of the exercise of any power granted herein, @norce any other proper remedy.

Section 5.4 Trustee May File Proofs of Claim

In case of any receivership, insolvency, liquidatibankruptcy, reorganization, arrangement, adjestpcomposition or similar judicial
proceeding relative to the Company (or any othdigobupon the Senior Notes), its property or itsditors, the Trustee shall be entitled and
empowered, by intervention in such proceeding bewtise, to take any and all actions authorizeéureder in order to have claims of the
Holders and the Trustee allowed in any such prangeth particular, the Trustee shall be authoritedollect and receive any moneys or
other property payable or deliverable on any su&ims and to distribute the same;
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and any custodian, receiver, assignee, trustagdéitpr, sequestrator or other similar officiakimy such judicial proceeding is hereby
authorized by each Holder to make such paymertteetdrustee and, in the event that the Trusted shiasent to the making of such
payments directly to the Holders, to first payhe Trustee any amount due it for the reasonablepeasation, expenses, disbursements and
advances of the Trustee, its agents and counskBmmanother amounts owing the Trustee, any predecdsustee and other Persons under
Section 6.6

Section 5.5 Trustee May Enforce Claim Without Pes&Em of Senior Notes

All rights of action and claims under this Indemtar the Senior Notes may be prosecuted and ewftmcthe Trustee without the
possession of any of the Senior Notes or the ptamhuthereof in any proceeding relating theretal any such proceeding instituted by the
Trustee shall be brought in its own name as trustea express trust, and any recovery of judgraball after provision for the payment of
the amounts owing the Trustee, any predecessoteErasid other Persons under Section 6&for the ratable benefit of the Holders of the
Senior Notes in respect of which such judgmentdesss recovered.

Section 5.6 Application of Money Collected

Any money or property collected or to be appliedhsy Trustee with respect to the Senior Notes auntsto this Article Vshall be
applied in the following order, at the date or ddtred by the Trustee and, in case of the distidiouof such money or property on account of
principal or any premium or interest (including ahgditional Interest), upon presentation of theiSeNotes and the notation thereon of the
payment if only partially paid arid upon surrentiegreof if fully paid:

FIRST: To the payment of all amounts due the Tejstey predecessor Trustee and other Persons 8adiéon 6.6

SECOND: To the payment of the amounts then dueuapdid upon the Senior Notes for principal and pmgymium and interest
(including any Additional Interest) in respect dfieh or for the benefit of which such money hasrbealected, ratably, without preference
priority of any kind, according to the amounts dunel payable on the Senior Notes for principal andmemium and interest (including any
Additional Interest), respectively; and

THIRD: The balance, if any, to the Person or Pessamtitled thereto pursuant to the terms hereof.

Section 5.7 Limitation on Suits

Subject to Section 5.810 Holder of any Senior Notes shall have anytrighnstitute any proceeding, judicial or othergyisvith respect
to this Indenture or for the appointment of a cditn, receiver, assignee, trustee, liquidator, ssmator (or other similar official) or for any
other remedy hereunder, unless:

(a) such Holder has previously given written notwe¢he Trustee of a continuing Event of Defaulthwiespect to the Senior Notes;
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(b) the Holders of not less than a majority in &ggte principal amount of the Outstanding Senideblshall have made written request
to the Trustee to institute proceedings in respestich Event of Default in its own name as Trusteeunder;

(c) such Holder or Holders have offered to the Teiseasonable indemnity against the costs, exp@mekliabilities to be incurred in
compliance with such request;

(d) the Trustee after its receipt of such notieguest and offer of indemnity has failed to ing#itany such proceeding for sixty
(60) days; and

(e) no direction inconsistent with such writtenuegt has been given to the Trustee during such @g)-day period by the Holders of a
majority in aggregate principal amount of the Cansling Senior Notes;

it being understood and intended that no one oembsuch Holders shall have any right in any mameatever by virtue of, or by availing
itself of, any provision of this Indenture to affedisturb or prejudice the rights of any other thok of Senior Notes, or to obtain or to seek to
obtain priority or preference over any other oftstiolders or to enforce any right under this Indest except in the manner herein provided
and for the equal and ratable benefit of all suokderrs.

Section 5.8 Unconditional Right of Holders to ReedPrincipal, Premium, if any, and Interest

Notwithstanding any other provision in this Indenetuthe Holder of any Senior Note shall have tgatriwhich is absolute and
unconditional, to receive payment of the principhnd premium, if any, on such Senior Note aMtgurity and payment of interest
(including any Additional Interest) on such Seritwte when due and payable and to institute suitferenforcement of any such payment,
and such right shall not be impaired without thesemt of such Holder.

Section 5.9 Restoration of Rights and Remedies

If the Trustee or any Holder has instituted anycpealing to enforce any right or remedy under thitehture and such proceeding has
been discontinued or abandoned for any reasoraobéen determined adversely to the Trustee orksalder, then and in every such case
the Company, the Trustee and such Holder shaljesuto any determination in such proceeding, Istored severally and respectively to t
former positions hereunder, and thereafter alltsgimd remedies of the Trustee and such Holder ahatinue as though no such proceeding
had been instituted.

Section 5.10 Rights and Remedies Cumulative

Except as otherwise provided_in Section 3.6(f right or remedy herein conferred upon or nes@&to the Trustee or the Holders is
intended to be exclusive of any other right or rdmend every right and remedy shall, to the expeniitted by law, be cumulative and in
addition to every other right and remedy given beder or now or hereafter existing at law or iniggar otherwise. The assertion or
employment of any right or remedy hereunder, oentlise, shall not prevent the concurrent assedie@mployment of any other appropriate
right or remedy.
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Section 5.11 Delay or Omission Not Waiver

No delay or omission of the Trustee or any Holdearty Senior Notes to exercise any right or remaehruing upon any Event of
Default shall impair any such right or remedy onstitute a waiver of any such Event of Default maaquiescence therein. Every right and
remedy given by this Article ¥dr by law to the Trustee or to the Holders mayer@sed from time to time, and as often as magidmmed
expedient, by the Trustee or the Holders, as the oaybe.

Section 5.12 Control by Holders

The Holders of not less than a majority in aggregaincipal amount of the Outstanding Senior Nstes| have the right to direct the
time, method and place of conducting any proceeftingny remedy available to the Trustee or exargiany trust or power conferred on the
Trustee; providedthat:

(&) such direction shall not be in conflict withyanle of law or with this Indenture;

(b) the Trustee may take any other action deemeplepiby the Trustee that is not inconsistent witthsdirection; and

(c) subject to the provisions of Section 6tBe Trustee shall have the right to decline tlo¥o such direction if a Responsible Officer or
Officers of the Trustee shall, in good faith, rezesay determine that the proceeding so directeddavioe unjustly prejudicial to the Holders
not joining in any such direction or would involtlee Trustee in personal liability.

Section 5.13 Waiver of Past Defaults

(a) The Holders of not less than a majority in aggte principal amount of the Outstanding Seniceblmay waive any past Event of
Default hereunder and its consequences except amt Bf Default:

() in the payment of the principal of, premiumaifiy, or interest (including any Additional Inteflesn any Outstanding Senior
Note (unless such Event of Default has been cunddl® Company has paid to or deposited with thuist€e a sum sufficient to pay
installments of interest (including any Additionaterest) due and past due and all principal of @nednium, if any, on all Senior Notes due
otherwise than by acceleration); or

(i) in respect of a covenant or provision herdwfttunder Article IXcannot be modified or amended without the conskaach
Holder of any Outstanding Senior Note.

(b) Any such waiver shall be deemed to be on baifalie Holders of all the Outstanding Senior Notes
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(c) Upon any such waiver, such Event of Defaulllstease to exist and any Event of Default arighmeyefrom shall be deemed to have
been cured for every purpose of this Indentureniougsuch waiver shall extend to any subsequenthar &vent of Default or impair any right
consequent thereon.

Section 5.14 Undertaking for Costs

All parties to this Indenture agree, and each Hotd@ny Senior Note by his or her acceptance tifesieall be deemed to have agreed,
that any court may in its discretion require, ity anit for the enforcement of any right or remedgler this Indenture, or in any suit against
the Trustee for any action taken or omitted bysiTaustee, the filing by any party litigant in suslhit of an undertaking to pay the costs of
such suit, and that such court may in its discretissess reasonable costs, including reasonatieegts’ fees and expenses, against any party
litigant in such suit, having due regard to theiteeand good faith of the claims or defenses madsulsh party litigant; providedhowever,
that the provisions of this Section 5.44all not apply to any suit instituted by the Tagstto any suit instituted by any Holder, or grofip
Holders, holding in the aggregate more than tenquer(10%) in aggregate principal amount of thes@uiding Senior Notes, or to any suit
instituted by any Holder for the enforcement of plagyment of the principal of or premium, if any, the Senior Note after the Stated Maturity
or any interest (including any Additional Interest) any Senior Note after it is due and payable.

Section 5.15 Waiver of Usury, Stay or Extension Eaw

The Company covenants (to the extent that it magully do so) that it will not at any time insispan, or plead, or in any manner
whatsoever claim or take the benefit or advantdgeny usury, stay or extension law wherever emhetew or at any time hereafter in force,
which may affect the covenants or the performarichis Indenture; and the Company (to the exteat ithmay lawfully do so) hereby
expressly waives all benefit or advantage of arhdaw, and covenants that it will not hinder, geda impede the execution of any power
herein granted to the Trustee, but will suffer gadnit the execution of every such power as thawgbuch law had been enacted.

ARTICLE VI
THE TRUSTEE

Section 6.1 Corporate Trustee Required

There shall at all times be a Trustee hereundér rggpect to the Senior Notes. The Trustee shalldmporation or national banking
association organized and doing business undéawseof the United States or of any state theraaithorized to exercise corporate trust
powers, having a combined capital and surplus bzt $50,000,000, subject to supervision or ematitn by federal or state authority and
having an office within the United States. If sttty publishes reports of condition at least aiyu pursuant to law or to the requirements
of such supervising or examining authority, them,the purposes of this Section 6the combined capital and surplus of such entigjlde
deemed to be its combined capital and surplustdersie in its most recent report of condition atfished. If at any time the Trustee shall
cease to be eligible in accordance with the prowssiof this Section 6.1it shall resign immediately in the manner anchwfite effect
hereinafter specified in this Article VI
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Section 6.2 Certain Duties and Responsibilities
(a) Except during the continuance of an Event dbDk:

(i) the Trustee undertakes to perform such dutnesamly such duties as are specifically set fantthis Indenture, and no implied
covenants or obligations shall be read into thikehture against the Trustee; and

(i) in the absence of bad faith on its part, tlrastee may conclusively rely, as to the truth efstatements and the correctness of
the opinions expressed therein, upon certificatexpmions furnished to the Trustee and conforntthe requirements of this Indenture;
provided, that in the case of any such certificates oriopithat by any provision hereof are specificadlgjuired to be furnished to the
Trustee, the Trustee shall be under a duty to exauthe same to determine whether or not they suiieitg conform on their face to the
requirements of this Indenture.

(b) If an Event of Default known to the Trustee basurred and is continuing, the Trustee shalgrpo the receipt of directions, if any,
from the Holders of at least a majority in aggregatincipal amount of the Outstanding Senior Notggycise such of the rights and powers
vested in it by this Indenture, and use the samyeeeof care and skill in its exercise, as a prtigerson would exercise or use under the
circumstances in the conduct of such person’s dvairs.

(c) Notwithstanding the foregoing, no provisiontlos Indenture shall require the Trustee to expmmikk its own funds or otherwise
incur any financial liability in the performance afiy of its duties hereunder, or in the exercisanyf of its rights or powers, if it shall have
reasonable grounds for believing that repaymestoh funds or adequate indemnity against suctlorigibility is not reasonably assured to
it. Whether or not therein expressly so provideere provision of this Indenture relating to thendact or affecting the liability of or
affording protection to the Trustee shall be sutifje¢he provisions of this Section 6.Zo the extent that, at law or in equity, the Tegshas
duties and liabilities relating to the Holders, freistee shall not be liable to any Holder for Tmastee’s good faith reliance on the provisions
of this Indenture. The provisions of this Indenfucethe extent that they restrict the duties aalilities of the Trustee otherwise existing at
law or in equity, are agreed by the Company andHiblders to replace such other duties and liabgitf the Trustee.

(d) No provisions of this Indenture shall be constt to relieve the Trustee from liability with regpto matters that are within the
authority of the Trustee under this Indenture ferown negligent action, negligent failure to acwdlful misconduct, except that:

(i) the Trustee shall not be liable for any errojusigment made in good faith by an authorizedceffiof the Trustee, unless it sr
be proved that the Trustee was negligent in asoartpthe pertinent facts;
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(i) the Trustee shall not be liable with resp@cahy action taken or omitted to be taken by gadod faith in accordance with the
direction of the Holders of at least a majorityaggregate principal amount of the Outstanding Sevates (or such other percentage as may
be required by the terms hereof) relating to thietimethod and place of conducting any proceedingrfy remedy available to the Trustee
under this Indenture; and

(iii) the Trustee shall be under no liability fartérest on any money received by it hereunder éxaeptherwise agreed in writing
with the Company and money held by the Trusteeuist hereunder need not be segregated from othds fexcept to the extent required by
law.

Section 6.3 Notice of Defaults

Within ninety (90) days after the occurrence of default actually known to the Trustee, the Trusteall give the Holders notice of
such default unless such default shall have bemdar waived; providedthat except in the case of a default in the payrogthe principal
of or any premium or interest on any Senior Nates, Trustee shall be fully protected in withholdihg notice if and so long as the board of
directors, the executive committee or a trust cottemiof directors and/or Responsible Officers ef Thustee in good faith determines that
withholding the notice is in the interest of Holsleand provided further, that in the case of any default of the charaspecified in
Section 5.1(c) no such notice to Holders shall be given untikast thirty (30) days after the occurrence thietféor the purpose of this
Section 6.3 the term “ default means any event which is, or after notice or éapstime or both would become, an Event of Default

Section 6.4 Certain Rights of Trustee
Subject to the provisions of Section 6.2

(a) the Trustee may conclusively rely and shalfutly protected in acting or refraining from actinggood faith and in accordance with
the terms hereof upon any resolution, certificatetement, instrument, opinion, report, noticepyest, direction, consent, order, bond,
debenture, note or other paper or document reakobaleved by it to be genuine and to have begnexd or presented by the proper party or
parties;

(b) if (i) in performing its duties under this Inutere the Trustee is required to decide betweemreltive courses of action, (i) in
construing any of the provisions of this Indenttime Trustee finds ambiguous or inconsistent with @her provisions contained herein or
(iii) the Trustee is unsure of the application nf arovision of this Indenture, then, except aartg matter as to which the Holders are entitled
to decide under the terms of this Indenture, thestere shall deliver a notice to the Company redugeite Company’s written instruction as
to the course of action to be taken and the Truste# take such action, or refrain from takingtsaction, as the Trustee shall be instructed in
writing to take, or to refrain from taking, by t@@mpany; providedthat if the Trustee does not receive such instas from the Company
within ten (10) Business Days after it has delidesach notice or such reasonably shorter peridonaf set forth in such notice the Trustee
may, but shall be under no duty to, take such actiorefrain from taking such action, as the Teasthall deem advisable and in the best
interests of the Holders, in which event the Traesteall have no liability except for its own neglige, bad faith or willful misconduct;
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(c) any request or direction of the Company shalsbifficiently evidenced by a Company Request anfany Order and any resolution
of the Board of Directors may be sufficiently evided by a Board Resolution;

(d) the Trustee may consult with counsel (whichnsml may be counsel to the Trustee, the Compaanyof its Affiliates, and may
include any of its employees) and the advice ohsatinsel or any Opinion of Counsel shall be foll @omplete authorization and protection
in respect of any action taken, suffered or omiligdt hereunder in good faith and in reliance ¢wer,

(e) the Trustee shall be under no obligation ta@ge any of the rights or powers vested in itliig tndenture at the request or direction
of any of the Holders pursuant to this Indenturdess such Holders shall have offered to the Teus¢eurity or indemnity reasonably
satisfactory to it against the costs, expensesudimg reasonable attorneys’ fees and expensed)abilities that might be incurred by it in
compliance with such request or direction, inclgdieasonable advances as may be requested byusied;r

(f) the Trustee shall not be bound to make anystigation into the facts or matters stated in asplution, certificate, statement,
instrument, opinion, report, notice, request, ditet consent, order, bond, indenture, note orrgtlaper or document, but the Trustee in its
discretion may make such inquiry or investigatiotoisuch facts or matters as it may see fit, drttigi Trustee shall determine to make such
inquiry or investigation, it shall be entitled tgagnine the books, records and premises of the Compersonally or by agent or attorney;

(9) the Trustee may execute any of the trusts wep® hereunder or perform any duties hereundeeredtinectly or by or through agen
attorneys, custodians or nominees and the Trubtder®t be responsible for any misconduct or mggice on the part of any such agent,
attorney, custodian or nominee appointed with dare by it hereunder;

(h) whenever in the administration of this Indestthre Trustee shall deem it desirable to receisuntions with respect to enforcing
any remedy or right or taking any other action wihpect to enforcing any remedy or right hereuntier Trustees (i) may request
instructions from the Holders (which instructionayronly be given by the Holders of the same agdeegidncipal amount of Outstanding
Senior Notes as would be entitled to direct thesiee under this Indenture in respect of such repmight or action), (ii) may refrain from
enforcing such remedy or right or taking such actiatil such instructions are received and (iidlsbe protected in acting in accordance \
such instructions;

(i) except as otherwise expressly provided by liiienture, the Trustee shall not be under any atitig to take any action that is
discretionary under the provisions of this Indeafur

(j) without prejudice to any other rights availalbidethe Trustee under applicable law, when the fEriBicurs expenses or renders
services in connection with any bankruptcy, insobyeor other proceeding referred to in clause®(dg) of the definition of Event of
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Default specified in_Section 5,kuch expenses (including legal fees and exparfsesagents and counsel) and the compensatiosufcir
services are intended to constitute expenses oinggtration under any bankruptcy laws or law relgtto creditors rights generally;

(k) whenever in the administration of this Indeettine Trustee shall deem it desirable that a migtgrroved or established prior to
taking, suffering or omitting any action hereundke Trustee (unless other evidence be hereinfgglyi prescribed) may, in the absence of
bad faith on its part, conclusively rely upon afi€gfrs’ Certificate addressing such matter, whighon receipt of such request, shall be
promptly delivered by the Company;

(1) the Trustee shall not be charged with knowleofgeny Event of Default unless either (i) a Reglole Officer of the Trustee shall
have actual knowledge or (ii) the Trustee shallehaceived written notice thereof from the Compang Holder; and

() in the event that the Trustee is also actin@aging Agent, Authenticating Agent or SecuritiesgRRtrar hereunder, the rights and
protections afforded to the Trustee pursuant ® Atiticle VI shall also be afforded such Paying Agent, Authaiitig Agent or Securities
Registrar.

Section 6.5 May Hold Senior Notes

The Trustee, any Authenticating Agent, any Payig@®, any Securities Registrar or any other agetiteoCompany, in its individual
or any other capacity, may become the owner orgaeledf Senior Notes and may otherwise deal witfCidiapany with the same rights it
would have if it were not Trustee, Authenticatingeft, Paying Agent, Securities Registrar or suberoagent.

Section 6.6 Compensation; Reimbursement; Indemnity
(&) The Company agrees:

(i) to pay to the Trustee from time to time reasdea@ompensation for all services rendered byrétueder in such amounts as the
Company and the Trustee shall agree from timare twhich compensation shall not be limited by provision of law in regard to the
compensation of a trustee of an express trust);

(i) to reimburse the Trustee upon its requestafbreasonable expenses, disbursements and advianoe®d or made by the
Trustee in accordance with any provision of thidgeimture (including the reasonable compensatiorttamédxpenses and disbursements of its
agents and counsel), except any such expenseyskshent or advance as may be attributable to gbgemce, bad faith or willful
misconduct; and

(i) to the fullest extent permitted by applicaltdev, to indemnify the Trustee (including in itglimidual capacity) and its
Affiliates, and their officers, directors, sharethals, agents, representatives and employees fibtparold them harmless against, any loss,
damage, liability, tax (other than income, franehis other taxes imposed on amounts paid pursaatadse (i) or (ii) of this Section 6.6(g)
penalty, expense or claim of any kind or naturetadwver incurred without negligence, bad faith difu¥ misconduct on its part arising out
of
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or in connection with the acceptance or adminigstnadf this trust or the performance of the Trustesuties hereunder, including the costs
expenses of defending itself against any clainiaduillty in connection with the exercise or perf@nte of any of its powers or duties
hereunder.

(b) To secure the Company’s payment obligatiorthig Section 6.6 the Company hereby grants and pledges to theekasd the
Trustee shall have a lien prior to the Senior Noteall money or property held or collected by Tmastee, other than money or property held
in trust to pay principal and interest on partici@anior Notes. Such lien shall survive the sattifa and discharge of this Indenture or the
resignation or removal of the Trustee.

(c) The obligations of the Company under this $&c€i.6shall survive the satisfaction and discharge o thidenture and the earlier
resignation or removal of the Trustee.

(d) In no event shall the Trustee be liable for amjrect, special, punitive or consequential losslamage of any kind whatsoever,
including, but not limited to, lost profits, evefitlie Trustee has been advised of the likelihoosuch loss or damage and regardless of the
form of action.

(e) In no event shall the Trustee be liable for tailyre or delay in the performance of its obligas hereunder because of circumsta
beyond its control, including, but not limited tts of God, flood, war (whether declared or uraked), terrorism, fire, riot, embargo,
government action, including any laws, ordinancegulations, governmental action or the like wrdetay, restrict or prohibit the providing
of the services contemplated by this Indenture.

Section 6.7 Resignation and Removal; Appointmer8ufcessor

(a) No resignation or removal of the Trustee andpoointment of a successor Trustee pursuantgittiicle VI shall become effective
until the acceptance of appointment by the succé&sistee under Section 6.8

(b) The Trustee may resign at any time by givingtem notice thereof to the Company.

(c) Unless an Event of Default shall have occuemed be continuing, the Trustee may be removedyatiare by the Company by a
Board Resolution. If an Event of Default shall haeeurred and be continuing, the Trustee may beveohby Act of the Holders of a
majority in aggregate principal amount of the Cansing Senior Notes, delivered to the Trustee arile Company.

(d) If the Trustee shall resign, be removed or beemcapable of acting, or if a vacancy shall oénuhe office of Trustee for any
reason, at a time when no Event of Default shalel@curred and be continuing, the Company, bya®&esolution, shall promptly appc
a successor Trustee, and such successor Trustéleearediring Trustee shall comply with the appiigarequirements of Section 6.8 the
Trustee shall resign, be removed or become incapatadcting, or if a vacancy shall occur in theagffof Trustee for any reason, at a time
when an Event of Default shall have occurred anddminuing, the Holders, by Act of
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the Holders of a majority in aggregate principabamt of the Outstanding Senior Notes, shall proynatipoint a successor Trustee, and such
successor Trustee and the retiring Trustee shalpbowith the applicable requirements of Sectio®.@f no successor Trustee shall have
been so appointed by the Company or the Holderseoepted appointment within sixty (60) days attergiving of a notice of resignation

by the Trustee or the removal of the Trustee imtla@ner required by Section §.8ny Holder who has been a bona fide Holder cérac®

Note for at least six (6) months may, on behawath Holder and all others similarly situated, angl resigning Trustee may, at the expe

of the Company, petition any court of competenisjliction for the appointment of a successor Triste

(e) The Company shall give notice to all Holderghi@a manner provided in Section bBeach resignation and each removal of the
Trustee and each appointment of a successor Tristeh notice shall include the name of the suceéRsistee and the address of its
Corporate Trust Office.

Section 6.8 Acceptance of Appointment by Successor

(@) In case of the appointment hereunder of a ssoce rustee, each successor Trustee so appohatesecute, acknowledge and
deliver to the Company and to the retiring Trusteénstrument accepting such appointment, and tiperethe resignation or removal of the
retiring Trustee shall become effective and sudtasssor Trustee, without any further act, deedoveyance, shall become vested with all
the rights, powers, trusts and duties of the regifirustee; providedthat on the request of the Company or the suocdssstee, such retirir
Trustee shall, upon payment of its charges, exeamdedeliver an instrument transferring to suctcessor Trustee all the rights, powers and
trusts of the retiring Trustee and shall duly assttansfer and deliver to such successor Trudt@eaperty and money held by such retiring
Trustee hereunder.

(b) Upon request of any such successor Truste&€;dingpany shall execute any and all instrumentsifore fully and certainly vesting
and confirming to such successor Trustee all rigiasvers and trusts referred to in paragraph (#)isfSection 6.8

(c) No successor Trustee shall accept its appoimtomdess at the time of such acceptance such ssmc@rustee shall be qualified and
eligible under this Article VI

Section 6.9 Merger, Conversion, Consolidation azcggsion to Business

Any Person into which the Trustee may be mergezboverted or with which it may be consolidatedany Person resulting from any
merger, conversion or consolidation to which thestee shall be a party, or any Person succeedialtjdo substantially all of the corporate
trust business of the Trustee, shall be the succe$she Trustee hereunder, without the execuiofiling of any paper or any further act on
the part of any of the parties hereto; providéht such Person shall be otherwise qualifiedadigible under this Article VI In case any
Senior Notes shall have been authenticated, bulelstered, by the Trustee then in office, any &gsor by merger, conversion or
consolidation or as otherwise provided above is 8gction 6.90 such authenticating Trustee may adopt such atitiation and deliver the
Senior Notes so authenticated, and in case anpiSHbies shall not have been authenticated, angessor to
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the Trustee may authenticate such Senior Notesrégitlthe name of any predecessor Trustee or indh& of such successor Trustee, and in
all cases the certificate of authentication shallenthe full force which it is provided anywheretlive Senior Notes or in this Indenture that the
certificate of the Trustee shall have.

Section 6.10 Not Responsible for Recitals or Issaarf Senior Notes

The recitals contained herein and in the SenioeBlatxcept the Trustee’s certificates of authetitisashall be taken as the statements
of the Company, and neither the Trustee nor anyhéuticating Agent assumes any responsibility feirthorrectness. The Trustee makes no
representations as to the validity or sufficien€yhis Indenture or of the Senior Notes. Neithar Tustee nor any Authenticating Agent shall
be accountable for the use or application by theagamy of the Senior Notes or the proceeds thereof

Section 6.11 Appointment of Authenticating Agent

(a) The Trustee may appoint an Authenticating Agerigents with respect to the Senior Notes, wisicall be authorized to act on
behalf of the Trustee to authenticate Senior Nis®sed upon original issue and upon exchange tratign of transfer or partial redemption
thereof or pursuant to Section 3.8nd Senior Notes so authenticated shall be edtitl the benefits of this Indenture and shall &dehand
obligatory for all purposes as if authenticatedtwy Trustee hereunder. Wherever reference is nmaithési Indenture to the authentication and
delivery of Senior Notes by the Trustee or the Tae's certificate of authentication, such referesttall be deemed to include authentication
and delivery on behalf of the Trustee by an Autlvating Agent. Each Authenticating Agent shall lseeptable to the Company and shall at
all times be an entity organized and doing businesker the laws of the United States of Americagfany State or Territory thereof or the
District of Columbia, authorized under such lawsitbas Authenticating Agent, having a combinedtaband surplus of not less than
$50,000,000 and subject to supervision or exanundiy federal or state authority. If such Autheattiilog Agent publishes reports of condit
at least annually pursuant to law or to the regui@ets of said supervising or examining authortgntfor the purposes of this Section 6.11
the combined capital and surplus of such AuthetitigaAgent shall be deemed to be its combined ahpitd surplus as set forth in its most
recent report of condition so published. If at éime an Authenticating Agent shall cease to beldign accordance with the provisions of
this Section 6.1]1 such Authenticating Agent shall resign immediatelthe manner and with the effect specified is Bection 6.11

(b) Any Person into which an Authenticating Ageraynibe merged or converted or with which it may besolidated, or any Person
resulting from any merger, conversion or consoiaato which such Authenticating Agent shall beaaty, or any Person succeeding to all or
substantially all of the corporate trust businessroAuthenticating Agent shall be the successahéaticating Agent hereunder; provided
that such Person shall be otherwise eligible utidsrSection 6.11 without the execution or filing of any paper awygurther act on the part
of the Trustee or the Authenticating Agent.

(c) An Authenticating Agent may resign at any tibyegiving written notice thereof to the Trustee amdhe Company. The Trustee nr
at any time terminate the agency of an
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Authenticating Agent by giving written notice theféo such Authenticating Agent and to the CompdJpon receiving such a notice of
resignation or upon such a termination, or in @sany time such Authenticating Agent shall ceadeeteligible in accordance with the
provisions of this Section 6.1 1he Trustee may appoint a successor Authentgdtgent eligible under the provisions of this Sext6.11,
which shall be acceptable to the Company, and ghadlnotice of such appointment to all HoldersyAniccessor Authenticating Agent upon
acceptance of its appointment hereunder shall bea@sted with all the rights, powers and dutiegsafredecessor hereunder, with like ef
as if originally named as an Authenticating Agent.

(d) The Company agrees to pay to each Authentga#gent from time to time reasonable compensatiwiit$ services under this
Section 6.11n such amounts as the Company and the Authemtgcétyjent shall agree from time to time.

(e) If an appointment of an Authenticating Agentnade pursuant to this Secti@ll, the Senior Notes may have endorsed theireon,
addition to the Trustee’s certificate of autherttma, an alternative certificate of authenticatiorihe following form:

This is one of the Senior Notes referred to invfithin mentioned Indenture.

Dated:
WELLS FARGO BANK, N.A,, notin its
individual capacity, but solely as Trusi

By:
Authenticating Agen

By:
Authenticating Agen

ARTICLE VII
HOLDER’S LISTS AND REPORTS BY COMPANY

Section 7.1 Company to Furnish Trustee Names amhlesdes of Holders
The Company will furnish or cause to be furnishethe Trustee:

(a) semiannually, on or before June 30 and DeceBibef each year, a list, in such form as the Baishay reasonably require, of the
names and addresses of the Holders as of a dateanetthan fifteen (15) days prior to the delivérgreof; and

(b) at such other times as the Trustee may redguesgiting, within thirty (30) days after the repeiby the Company of any such requ
a list of similar form and content as of a datemote than fifteen (15) days prior to the time slishis furnished; in each case to the extent
such information is in the possession or contraghefCompany and has not otherwise been receivéladebjrustee in its capacity as Securi
Registrar.
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Section 7.2 Preservation of Information, Commurdcet to Holders

(a) The Trustee shall preserve, in as currentra 8 is reasonably practicable, the names and sstref Holders contained in the ir
recent list furnished to the Trustee as provide8ention 7.Jand the names and addresses of Holders receiviied Gyustee in its capacity as
Securities Registrar. The Trustee may destroy iahfulrnished to it as provided in Section Wdon receipt of a new list so furnished.

(b) The rights of Holders to communicate with othiedders with respect to their rights under thiddnture or under the Senior Notes,
and the corresponding rights and privileges ofTthestee, shall be as provided in the Trust Indenfuat.

(c) Every Holder of Senior Notes, by receiving duoiding the same, agrees with the Company and ithstde that neither the Company
nor the Trustee nor any agent of either of thenll blesheld accountable by reason of the disclost@iileformation as to the names and
addresses of the Holders made pursuant to the fdisiture Act.

Section 7.3 Reports by Company

(a) The Company shall furnish to the Holders anpraspective purchasers of Senior Notes, upon thgirest, the information required
to be furnished pursuant to Rule 144A(d)(4) under$ecurities Act. The delivery requirement sethfar the preceding sentence may be
satisfied by compliance with Section 7.3(b)

(b) The Company shall furnish to each of (i) thaskee, (ii) the Holders and to subsequent holdeBenior Notes, (iii) JPMorgan Che
Bank, N.A., 277 Park Avenue,'8loor, New York, New York 10172, Attention: Mr. JolP. McDonagh or such other address as designated
by the Original Noteholder) and (iv) any benefi@alner of the Senior Notes reasonably identifietheoCompany (which identification may
be made either by such beneficial owner or by JRfslioiChase Bank, N.A.), a duly completed and exdaeftiicer’s financial certificate
substantially and substantively in the form attaichereto as Exhibit Aincluding the financial statements referencesiich Exhibit, which
certificate and financial statements shall be soisthed by the Company not later than forty-fiv)(days after the end of each of the first
three (3) fiscal quarters of each fiscal year ef @ompany and not later than ninety (90) days #feend of each fiscal year of the Company,
or, if applicable, such shorter respective periagisnay then be required by the Commission foritimg foy the Company of quarterly reports
on Form 10-Q and annual reports on Form 10-K.

(c) If the Company intends to file its annual ancuderly information with the Securities and Exchpai©ommission (the * Commission
") in electronic form pursuant to Regulation S-Ttleé Commission using the Commissi®Electronic Data Gathering, Analysis and Retri
(“ EDGAR ") system, the Company shall notify the Trustethmm manner prescribed herein of each such anndaj@arterly filing. The
Trustee is hereby authorized and directed to adbesSSDGAR system for purposes of retrieving timaricial information so filed.
Compliance with the foregoing shall constitute dely by the Company of its financial
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statements to the Trustee in compliance with tlipions of Section 314(a) of the Trust Indenturs, A applicable. The Trustee shall have
no duty to search for or obtain any electronictbieofilings that the Company makes with the Consimis, regardless of whether such filings
are periodic, supplemental or otherwise. Delivergeports, information and documents to the Trugt@suant to this Section 7.3@&)all be
solely for purposes of compliance with this SecfioB(c)and, if applicable, with Section 314(a) of the Trulenture Act, and shall not
relieve the Company of the requirement to deliterdertificate referred to in Section 7.3(H)he Trustee’s receipt of such reports,
information and documents shall not constitutea#oto it of the content thereof or any matter deteable from the content thereof, includ
the Company’s compliance with any of its covendmiunder, as to which the Trustee is entitle@fpupon Officers’ Certificates.

ARTICLE VIl
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEAS E

Section 8.1 Company May Consolidate, Etc., OnhCentain Terms

The Company shall not consolidate with or merge arty other Person or convey, transfer or leaggrdtgerties and assets substantially
as an entirety to any Person, and no Person sirbtidate with or merge into the Company or conwansfer or lease its properties and
assets substantially as an entirety to the Companigss:

(a) if the Company shall consolidate with or meirge another Person or convey, transfer or leaspraperties and assets substantially
as an entirety to any Person, the entity formedumh consolidation or into which the Company isgedror the Person that acquires by
conveyance or transfer, or that leases, the priepaahd assets of the Company substantially astiety shall be an entity organized and
existing under the laws of the United States of Ao@eor any State or Territory thereof or the Dggtof Columbia and shall expressly
assume, by an indenture supplemental hereto, esceand delivered to the Trustee, in form reasonsduigfactory to the Trustee, the due and
punctual payment of the principal of and any premand interest (including any Additional Interest) all the Senior Notes and the
performance of every covenant of this Indenturéhanpart of the Company to be performed or observed

(b) immediately after giving effect to such trartsa, no Event of Default, and no event that, afigtice or lapse of time, or both, wo
constitute an Event of Default, shall have happeamatibe continuing; and

(c) the Company has delivered to the Trustee aic@$§ Certificate and an Opinion of Counsel, esizting that such consolidation,
merger, conveyance, transfer or lease and, if plsoental indenture is required in connection wsitich transaction, any such supplemental
indenture, comply with this Article VIland that all conditions precedent herein provideddlating to such transaction have been complied
with; and the Trustee may rely upon such Offic€sttificate and Opinion of Counsel as conclusivielence that such transaction complies
with this Section 8.1
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Section 8.2 Successor Company Substituted

(a) Upon any consolidation or merger by the Compaitly or into any other Person, or any conveyatremsfer or lease by the
Company of its properties and assets substantialpn entirety to any Person in accordance withid®e8.1and the execution and delivery
the Trustee of the supplemental indenture desciib&gction 8.1(a) the successor entity formed by such consolidairanto which the
Company is merged or to which such conveyancesfeaior lease is made shall succeed to, and béitsid for, and may exercise every
right and power of, the Company under this Indemtuith the same effect as if such successor Péadibeen named as the Company he
and in the event of any such conveyance or tranfsfdowing the execution and delivery of such sigppental indenture, the Company shall
be discharged from all obligations and covenantieuthe Indenture and the Senior Notes.

(b) Such successor Person to the Company may tabseexecuted, and may issue either in its ownenanin the name of the
Company, any or all of the Senior Notes issuabteuneder that theretofore shall not have been sibgatie Company and delivered to the
Trustee; and, upon the order of such successooRarstead of the Company and subject to all thregeconditions and limitations in this
Indenture prescribed, the Trustee shall authemetiaat shall deliver any Senior Notes that previoskhll have been signed and delivered by
the officers of the Company to the Trustee for antitation, and any Senior Notes that such succ&eson thereafter shall cause to be
executed and delivered to the Trustee on its bétlalhe Senior Notes so issued shall in all respdave the same legal rank and benefit
under this Indenture as the Senior Notes theretajothereafter issued in accordance with the tedfntisis Indenture.

(c) In case of any such consolidation, merger, €alaveyance or lease, such changes in phraseatahform may be made in the
Senior Notes thereafter to be issued as may beppate to reflect such occurrence.
ARTICLE IX
SUPPLEMENTAL INDENTURES

Section 9.1 Supplemental Indentures without ConsEHblders.

Without the consent of any Holders, the Companyeméuthorized by a Board Resolution, and the Teysteany time and from time to
time, may enter into one or more indentures supgigat hereto, in form reasonably satisfactory ®Trustee, for any of the following
purposes:

(a) to evidence the succession of another PersthretGompany, and the assumption by any such ssmcesthe covenants of the
Company herein and in the Senior Notes; or

(b) to evidence and provide for the acceptancgpbatment hereunder by a successor trustee; or

(c) to cure any ambiguity, to correct or supplemamyt provision herein that may be defective or imgistent with any other provision
herein, or to make or amend any other
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provisions with respect to matters or questionsiragiunder this Indenture, which shall not be irgistent with the other provisions of this
Indenture; providedthat such action pursuant to this clause (c) stwlbe effected unless the Company has delivengdtten notice of such
amendment to the Holders at least twenty (20) gags to the effective date of such amendment; i®d, further, that such action pursuant
to this clause (c) shall not adversely affect ig araterial respect the interests of any Holders; or

(d) to comply with the rules and regulations of aegurities exchange or automated quotation systewhich any of the Senior Notes
may be listed, traded or quoted; or

(e) to add to the covenants, restrictions or okitiga of the Company or to add to the Events ofaDkf provided, that such action
pursuant to this clause (e) shall not adverselycaih any material respect the interests of anigéts; or

(f) to modify, eliminate or add to any provisiorfstive Indenture or the Senior Notes to such exasrghall be necessary to ensure that
the Senior Notes are treated as indebtedness @fahmany for United States federal income tax pseppprovided that such action
pursuant to this clause (f) shall not adverselgcfin any material respect the interests of anlgléts.

Section 9.2 Supplemental Indentures with Consehtobdiers.

(a) Subject to Section 9,with the consent of the Holders of not less thanajority in aggregate principal amount of thestanding
Senior Notes, by Act of said Holders deliveredh® Company and the Trustee, the Company, when @zelddy a Board Resolution, and
Trustee may enter into an indenture or indentuwipplemental hereto for the purpose of adding anyipions to or changing in any manner
or eliminating any of the provisions of this Inderg or of modifying in any manner the rights of thelders of Senior Notes under this
Indenture; providedthat no such supplemental indenture shall, wittioe consent of the Holder of each Outstandingdséote:

(i) except as set forth in Section 3.f) , change the Stated Maturity of the principal oy premium of any Senior Note or change
the date of payment of any installment of inte(astluding any Additional Interest) on any Seniauth, or reduce the principal amount
thereof or the rate of interest thereon or any uienpayable upon the redemption thereof or chahgelace of payment where, or the coi
currency in which, any Senior Note or interestélo@ris payable, or restrict or impair the righirtstitute suit for the enforcement of any such
payment on or after such date; or

(i) reduce the percentage in aggregate principadunt of the Outstanding Senior Notes, the consewhose Holders is required
for any such supplemental indenture, or the consiewhose Holders is required for any waiver of gliance with any provision of this
Indenture or of defaults hereunder and their camseces provided for in this Indenture; or

(iii) modify any of the provisions of this Secti@?2, Section 5.1®r Section 10.6 except to increase any percentage in aggregate
principal amount of the Outstanding Senior Notks,donsent of whose Holders is required for angaeaor to provide that certain other
provisions of this Indenture cannot be modifiedvaived without the consent of the Holder of eachi@eNote.
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(b) It shall not be necessary for any Act of Holdender this Section 9t@ approve the particular form of any proposed smpntal
indenture, but it shall be sufficient if such Aball approve the substance thereof.

Section 9.3 Execution of Supplemental Indentures

In executing or accepting the additional trustatzd by any supplemental indenture permitted ts/Alniicle IX or the modifications
thereby of the trusts created by this Indenture,Tihustee shall be entitled to receive, and steaflbly protected in conclusively relying upon,
an Officers’ Certificate and an Opinion of Counsigting that the execution of such supplementadniate is authorized or permitted by this
Indenture, and that all conditions precedent hgweiwided for relating to such action have beenmlad with. The Trustee may, but shall |
be obligated to, enter into any such supplement#@nture that affects the Trustee’s own rightsedutndemnities or immunities under this
Indenture or otherwise. Copies of the final forneath supplemental indenture shall be deliveretthéy rustee at the expense of the
Company to each Holder promptly after the execultii@meof.

Section 9.4 Effect of Supplemental Indentures

Upon the execution of any supplemental indentudeuthis Article IX, this Indenture shall be modified in accordanedtvith, and
such supplemental indenture shall form a partisfitidenture for all purposes; and every HoldeBefior Notes theretofore or thereafter
authenticated and delivered hereunder shall bedbthereby.

Section 9.5 Reference in Senior Notes to Suppleshémientures

Senior Notes authenticated and delivered afteexeeution of any supplemental indenture pursuatitisoArticle IX may, and shall if
required by the Company, bear a notation in forprayed by the Company as to any matter providedhfetuch supplemental indenture. If
the Company shall so determine, new Senior Notesadified as to conform, in the opinion of the Canp, to any such supplemental
indenture may be prepared and executed by the Qongrad authenticated and delivered by the Trustexéhange for Outstanding Senior
Notes.

ARTICLE X
COVENANTS

Section 10.1 Payment of Principal, Premium, if aand Interest

The Company covenants and agrees for the bendfiedflolders of the Senior Notes that it will dalyd punctually pay the principal of
and any premium and interest (including any Addisilbinterest) on the Senior Notes in accordanchk thi¢ terms of the Senior Notes and this
Indenture.
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Section 10.2 Money for Senior Note Payments to bl lih Trust.

(a) If the Company shall at any time act as its ®aging Agent with respect to the Senior Notewilit on or before each due date of
the principal of and any premium or interest (inidhg any Additional Interest) on the Senior NotEgregate and hold in trust for the benefit
of the Persons entitled thereto a sum sufficieqtatyp the principal and any premium or interestl(iding Additional Interest) so becoming
due until such sums shall be paid to such Persoatherwise disposed of as herein provided, anbprdimptly notify the Trustee in writing
of its failure so to act.

(b) Whenever the Company shall have one or moregagents, it will, prior to 10:00 A.M., New Yor&ity time, on each due date of
the principal of and any premium or interest (inithg any Additional Interest) on any Senior Not#sposit with a Paying Agent a sum
sufficient to pay such amount, such sum to be hslgrovided in the Trust Indenture Act and (untessh Paying Agent is the Trustee) the
Company will promptly notify the Trustee of itsliaie so to act.

(c) The Company will cause each Paying Agent ferSenior Notes other than the Trustee to executelaliver to the Trustee an
instrument in which such Paying Agent shall agréé the Trustee, subject to the provisions of Béstion 10.2 that such Paying Agent will
(i) comply with the provisions of this Indenturedatine Trust Indenture Act applicable to it as aifg@yAgent and (ii) during the continuance
of any default by the Company (or any other obligpon the Senior Notes) in the making of any payrirerespect of the Senior Notes, upon
the written request of the Trustee, forthwith paytte Trustee all sums held in trust by such Paxiggnt for payment in respect of the Senior
Notes.

(d) The Company may at any time, for the purposebtdining the satisfaction and discharge of thiehture or for any other purpose,
pay, or by Company Order direct any Paying Agemayp, to the Trustee all sums held in trust byGoenpany or such Paying Agent, such
sums to be held by the Trustee upon the same asgtsse upon which such sums were held by thep@oynor such Paying Agent; and,
upon such payment by any Paying Agent to the Teustech Paying Agent shall be released from athéurliability with respect to such
money.

(e) Any money deposited with the Trustee or anyirRppgent, or then held by the Company in trusttfer payment of the principal of
and any premium or interest (including any Additibmterest) on any Senior Note and remaining umad for two (2) years after such
principal and any premium or interest has becongeathd payable shall (unless otherwise required dydatory provision of applicable
escheat or abandoned or unclaimed property laypiikon Company Request to the Company, or (if tiedd by the Company) shall (unless
otherwise required by mandatory provision of amgilie escheat or abandoned or unclaimed properjydawlischarged from such trust; and
the Holder of such Senior Note shall thereaftegraansecured general creditor, look only to then@any for payment thereof, and all
liability of the Trustee or such Paying Agent witspect to such trust money, and all liabilityleé Company as trustee thereof, shall
thereupon cease; providethat the Trustee or such Paying Agent, beforadyetquired to make any such repayment, may a#tpense of
the Company cause to be published once, in a n@espablished in the English language, customarily
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published on each Business Day and of generallation in the Borough of Manhattan, The City of N¥ark, notice that such money
remains unclaimed and that, after a date spedifieatin, which shall not be less than thirty (3@8yslfrom the date of such publication, any
unclaimed balance of such money then remainingheiliepaid to the Company.

Section 10.3 Statement as to Compliance

The Company shall deliver to the Trustee, withie dbandred twenty (120) days after the end of esclalfyear of the Company ending
after the date hereof, an Officers’ Certificateb@antially in the form attached hereto as ExtBojtcovering the preceding calendar year,
stating whether or not to the knowledge of the sigrthereof the Company is in default in the penimce or observance of any of the terms,
provisions and conditions of this Indenture (withcegard to any period of grace or requirementatice provided hereunder), and if the
Company shall be in default, specifying all sucfadis and the nature and status thereof of whiely may have knowledge.

Section 10.4 Calculation Agent

(a) The Company hereby agrees that for so longa®fthe Senior Notes remain Outstanding, thetkeawall times be an agent
appointed to calculate LIBOR in respect of eackriggt Payment Date in accordance with the ternscbé&dule Athe “ Calculation Agent).
The Company has initially appointed the Truste€alsulation Agent for purposes of determining LIB&R each Interest Payment Date.
Notwithstanding the foregoing, so long as the SeNimtes are Outstanding, the Calculation Agentldieathe Trustee. If the Calculati
Agent is unable or unwilling to act as such oreisioved by the Company, the Company will promptlgapt as a replacement Calculation
Agent the London office of a leading bank whiclemgaged in transactions in three (3)-month Euradokeposits in the international
Eurodollar market and which does not control arascontrolled by or under common control with @empany or its Affiliates. The
Calculation Agent may not resign its duties withatuccessor having been duly appointed.

(b) The Calculation Agent shall be required to agfret, as soon as possible after 11:00 A.M. (Lartdne) on each LIBOR
Determination Date (as defined_in Schedulg But in no event later than 11:00 A.M. (Londané) on the Business Day immediately
following each LIBOR Determination Date, the Caltidn Agent will calculate the interest rate (theerest payment shall be rounded to the
nearest cent, with half a cent being rounded ups)dat the related Interest Payment Date, andagithmunicate such rate and amount to the
Company, the Trustee, each Paying Agent and thed$tepy. The Calculation Agent will also specifythe Company the quotations upon
which the foregoing rates and amounts are basedraady event, the Calculation Agent shall notifg Company before 5:00 P.M. (London
time) on each LIBOR Determination Date that eitl{grit has determined or is in the process of deieing the foregoing rates and amounts
or (ii) it has not determined and is not in theqarss of determining the foregoing rates and amotodgsther with its reasons therefor. The
Calculation Agent’s determination of the foregomages and amounts for any Interest Payment Datgivthe absence of manifest error) be
final and binding upon all parties. For the solepmse of calculating the interest rate for the 8eNiotes, “ Business Ddyshall be defined ¢
any day on which dealings in deposits in Dollaestaansacted in the London interbank market.
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Section 10.5 Additional Covenants

(a) The Company covenants and agrees with eacheHofdsenior Notes that if an Event of Default shalve occurred and be
continuing, it shall not (i) declare or pay anyidands or distributions on, or redeem, purchasgyiae or make a liquidation payment with
respect to, any Equity Interests of the Compaiiyy¢ie in favor of or permit or otherwise allowyaaf its Subsidiaries to declare or pay any
dividends or distributions on, or redeem, purchasguire or make a liquidation payment with respecr otherwise retire, any preferred
Equity Interests of such Subsidiaries or other Bouiterests entitling the holders thereof to dextaate of return (for the avoidance of doubt,
whether such preferred Equity Interests are pegbetuotherwise), or (iii) make any payment of gipal of or any interest or premium, if a
on or repay, repurchase or redeem any Debt of tmep@ny other than Permitted Debt (other than (furehases, redemptions or other
acquisitions of Equity Interests of the Compangamnection with any employment contract, benefinpbr other similar arrangement with or
for the benefit of any one or more employees, effi¢ directors or consultants, in connection withvidend reinvestment or Equity Interests
purchase plan or in connection with the issuandequiity Interests in the Company (or securitiesvertible into or exercisable for such
Equity Interests) as consideration in an acquisitransaction entered into prior to the applicablent of Default, (B) as a result of an
exchange, conversion reclassification or combimadbany class or series of the Company’s Equitgrbsts (or any Equity Interests in a
Subsidiary of the Company) for any class or sasfahe Company’s Equity Interests or of any classeasies of the Company’s indebtedness
for any class or series of the Company’s Equitgrests, (C) the purchase of fractional interesthénEquity Interests of the Company
pursuant to the conversion or exchange provisiéssich Equity Interests or the security being cotedeor exchanged, (D) any declaratior
a dividend in connection with any Rights Plan,igsuance of rights, Equity Interests or other priypender any Rights Plan or the
redemption or repurchase of rights pursuant theve{&) any dividend in the form of Equity Intergstvarrants, options or other rights where
the dividend Equity Interest or the Equity Interssuable upon exercise of such warrants, optioagher rights is the same Equity Interest as
that on which the dividend is being paid or ran&a passu with or junior to such Equity Interest).

(b) The Company shall notify in writing, within #v(5) Business Days of the occurrence thereofTthstee and each Holder of Senior
Notes of the occurrence of a Cha-of-Control (the “ Changef-Control Notice”). Within thirty (30) days of the occurrence oChange-of-
Control, the Depositor shall initiate a ratingsrafiation process with the Ratings Agencies to aetee if a Ratings Downgrade has occurred
as a result of such Change-©@bntrol. Within five (5) Business Days of the coetns of such ratings affirmation process, the Gany shal
notify in writing the Trustee and each holder ohi®e Notes of the occurrence of a Change-of-Corirant (the “ Changef-Control Event
Notice”). If the Company shall have received, within thi(30) days from the Holders of Senior Notes’ iptef the Change-of-Control
Event Notice, written notice from any Holder of 8sriNotes of such Holder’s election to cause théeBsance or redemption, as applicable,
of the Senior Notes as provided in this Sectio® ) .(the “ Changeof-Control Electior’), then the Company shall (i) if such Change-of-
Control Election is received on or prior to June 3011, cause Article XIifo be applied to the Outstanding Senior Notesipif Guch
Change-of-Control Election is received after Jube2®11, redeem the Senior Notes pursuant to Setfidl (b).
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(c) The Company hereby covenants and agrees h&dmpany shall maintain, as of the end of eadalfiguarter commencing with t
Company’s second fiscal quarter during 2008, a Glodeted Tangible Net Worth (as reported in the @any’s balance sheet contained in
the most recent periodic report filed with the Coission) in excess of $35,000,000.

(d) The Company will not permit the Leverage Rati®of the end of each fiscal quarter, to be greéhssm 3.00 to 1.00 commencing
with the Company’s second fiscal quarter during®00

(e) The Company will not permit the Fixed Charge/€age Ratio, as of the end of each fiscal quademmencing with the Company’s
second fiscal quarter during 2008, to be less €& to 1.00.

(f) Until such time as the Company shall (x) hav@mtained a Fixed Charge Coverage Ratio of nottless 2.0 to 1.0 as of the two
(2) immediately preceding fiscal quarters, in eeabe, for, collectively, such quarter together \ligh preceding three (3) quarters and (y) be
in compliance with all other covenants containetime the Company shall not repurchase any Equoirésts of the Company unless in
connection with such repurchase of Equity Interémts* Acceptable Repurcha®e(i) the Company will redeem pursuant to Sectidnl(d) an
amount of Senior Notes having an outstanding pgoadcamount equal to the purchase price of suchtitntierests to be repurchased up to a
maximum of $7,000,000, (ii) the redemption and dsémce of such Senior Notes shall be in increnwrg%,000,000 and (iii) the redempti
and defeasance, if any, of such Senior Notes bhatbnsummated and all payments or deposits mateesgipect thereto shall be made prior
to the consummation of the repurchase of any Edaoigrests.

(g) The Company covenants and agrees with eacheHofdSenior Notes that it shall not issue any Bojnterests of the Company to
any Affiliate of the Company which are preferrecaimy manner to the Company’s shares of Class A cuomstock.

(h) The Company shall not, and shall not permit Sasidiary to, directly or indirectly, enter into conduct any transaction or series of
related transactions with an Affiliate of the Compan terms that are less favorable to the Compasyich Subsidiary, as the case may be,
than those that could be obtained at the time ¢l $tansaction in arm’s-length dealings with a Bensho is not such an Affiliate.

Section 10.6 Waiver of Covenants

The Company may omit in any particular instanceamply with any covenant or condition containecgction 10.5f, before or after
the time for such compliance, the Holders of ati@amajority in aggregate principal amount of @hestanding Senior Notes shall, by Act of
such Holders, either waive such compliance in snstance or generally waive compliance with sucheoant or condition, but no such
waiver shall extend to or affect such covenantoordition except to the extent so expressly waiagd, until such waiver shall become
effective, the obligations of the Company in respE@ny such covenant or condition shall remaifulhforce and effect.
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Section 10.7 Treatment of Senior Notes

The Company will treat the Senior Notes as indei#ed, and the amounts, other than payments ofipainpayable in respect of the
principal amount of such Senior Notes as intefestall U.S. federal income tax purposes. All paysan respect of the Senior Notes will be
made free and clear of U.S. withholding tax to bageficial owner thereof that has provided an h@ERevenue Service Form W-9 or W-
8BEN (or any substitute or successor form) esthinigsits U.S. or non-U.S. status for U.S. fedenabime tax purposes, or any other
applicable form establishing a complete exemptiomfU.S. withholding tax.

Section 10.8 Limitation on Issuance of Debt

The Company hereby agrees not to, without the prigten consent of Holders of a majority of outsdang principal amount of the
Senior Notes, issue, offer, sell, contract to gglint any option to purchase or otherwise dispdsdirectly or indirectly, any other Debt
unless the Company shall be in compliance with @ithe covenants contained in this Indenture aétking into account such issuance, o
sale, contract to sell, grant, purchase or otheadition and (i) such Debt is Permitted Debt Qrs(ich Debt (A) shall be expressly
subordinate by its terms to the Senior Notes anakll not contain any covenants of the Companighvare more restrictive than the
covenants contained in this Indenture.

ARTICLE Xl
REDEMPTION OF SENIOR NOTES

Section 11.1 Optional Redemption and Mandatory Rexdi@ns.

(a) The Company may, at its option, on any InteRestment Date redeem the Senior Notes in wholayatime or, subject to the
consent of the Holders, in part from time to tinmegeach case at a Redemption Price equal to ordrédipercent (100%) of the principal
amount thereof (or of the redeemed portion the@ofpplicable), together, in the case of any sedémption, with accrued and unpaid
interest, including any Additional Interest, to lexicluding the date fixed as the Redemption Datkpduns all Breakage Costs (the “ Optional
Redemption Pric#).

(b) The Company shall, upon receipt of a Chang€aniftrol Election after June 30 2011, redeem thedBéiotes in whole on a date no
more than thirty (30) days after receipt of the @jexof-Control Election, at a Redemption Price ¢tpuane hundred percent (100%) of the
outstanding principal amount thereof, togethethancase of any such redemption, with accrued apdid interest, including any Additional
Interest, to but excluding the date fixed as thddReption Date (the “ Change of Control Mandatorg®&maption Pricé).

(c) The Company shall, in connection with an Acebj# Repurchase, redeem the portion of Senior Netpsred to be redeemed
pursuant to Section 10.5(fat a Redemption Price equal to one hundred pe(t66%) of the principal amount of the redeemedipo of the
Securities, together with, in the case of any sedemption, any accrued and unpaid interest, inogudny Additional Interest, to but
excluding the date fixed as the Redemption Datepduslall Breakage Costs (the “ Acceptable Repigetandatory Redemption Prige
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Section 11.2 [Reserved]

Section 11.3 Election to Redeem; Notice to Trustee

The election of the Company to redeem any Senide$ydn whole or in part, shall be evidenced bpunsuant to a Board Resolution.
case of any redemption at the election of the Camppidne Company shall, not less than forty-five)(days and not more than seventy-five
(75) days prior to the Redemption Date (unlessoatshnotice shall be satisfactory to the Trustaejify the Trustee in writing of such date
and of the principal amount of the Senior Notebdaedeemed and provide the additional informatémuired to be included in the notice or
notices contemplated by Section 1116 the case of any redemption of Senior Notesyhole or in part, () prior to the expiration ofya
restriction on such redemption provided in thisdntlire or the Senior Notes or (b) pursuant to actiein of the Company which is subject to
a condition specified in this Indenture or the $eiNotes, the Company shall furnish the Truste& wait Officers’ Certificate and an Opinion
of Counsel evidencing compliance with such restcor condition.

Section 11.4 Selection of Senior Notes to be Redeem

(@) If less than all the Senior Notes are to beeetked, the particular Senior Notes to be redeehmdtl® selected and redeemed on a
pro rata basis not more than sixty (60) days padhe Redemption Date by the Trustee from the t@untkng Senior Notes not previously
called for redemption; providedhat the unredeemed portion of the principal amafiany Senior Note shall be in an authorized
denomination (which shall not be less than the mimh authorized denomination) for such Senior Note.

(b) The Trustee shall promptly notify the Compamyiriting of the Senior Notes selected for redemptind, in the case of any Senior
Notes selected for partial redemption, the prinicgmaount thereof to be redeemed. For all purpos#s®indenture, unless the cont
otherwise requires, all provisions relating to tkéemption of Senior Notes shall relate, in theeazdsany Senior Note redeemed or to be
redeemed only in part, to the portion of the ppatiamount of such Senior Note that has beentorbe redeemed.

(c) The provisions of paragraphs (a) and (b) of Section 11.4hall not apply with respect to any redemption@ffey only a single
Senior Note, whether such Senior Note is to beenadel in whole or in part. In the case of any sedemption in part, the unredeemed
portion of the principal amount of the Senior Nsitall be in an authorized denomination (which shallbe less than the minimum authori
denomination) for such Senior Note.

Section 11.5 Notice of Redemption

(a) Notice of redemption shall be given not latert the thirtieth (30th) day, and not earlier tHamsixtieth (60th) day, prior to the
Redemption Date to each Holder of Senior Notestoeeleemed, in whole or in part.

(b) With respect to Senior Notes to be redeemedhiole or in part, each notice of redemption shite:
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(i) the Redemption Date;

(il) the Redemption Price or, if the RedemptiorcBrcannot be calculated prior to the time the ed8aequired to be sent, the
estimate of the Redemption Price, as calculatetthéyompany, together with a statement that ihisstimate and that the actual Redemption
Price will be calculated on the fifth Business paipr to the Redemption Date (and if an estimagrévided, a further notice shall be sent of
the actual Redemption Price on the date that seclkeRption Price is calculated);

(iii) if less than all Outstanding Senior Notes trde redeemed, the identification (and, in theeaaf partial redemption, the
respective principal amounts) of the amount of padicular Senior Notes to be redeemed,;

(iv) that on the Redemption Date, the RedemptidoeRxill become due and payable upon each suchoSBioite or portion
thereof, and that any interest (including any Aiddial Interest) on such Senior Note or such portésnthe case may be, shall cease to accrue
on and after said date; and

(v) the place or places where such Senior Notetodse surrendered for payment of the Redemptia@ePr

(c) Notice of redemption of Senior Notes to be sded, in whole or in part, at the election of trempany shall be given by the
Company or, at the Company’s written request, leyTitustee in the name and at the expense of theo@uoyrand shall be irrevocable. The
notice if mailed in the manner provided above shaltonclusively presumed to have been duly giwérether or not the Holder receives s
notice. In any case, a failure to give such ndbigenail or any defect in the notice to the Holdeamy Senior Note designated for redemption
as a whole or in part shall not affect the validifythe proceedings for the redemption of any oBemior Note.

Section 11.6 Deposit of Redemption Price

Prior to 10:00 A.M., New York City time, on the Radption Date specified in the notice of redemptioren as provided in
Section 11.5 the Company will deposit with the Trustee or wathe or more Paying Agents (or if the Company tggas its own Paying
Agent, the Company will segregate and hold in tassprovided in Section 10)2an amount of money sufficient to pay the RedeompBrice
of, and any accrued interest (including any Addisibinterest) on, all the Senior Notes (or portitreyeof) that are to be redeemed on that
date.

Section 11.7 Payment of Senior Notes Called fordraation.

(a) If any notice of redemption has been givenrasiged in_Section 11.5the Senior Notes or portion of Senior Notes wéspect to
which such notice has been given shall become dd@ayable on the date and at the place or plaatsisn such notice at the applicable
Redemption Price. On presentation and surrendsuaf Senior Notes at a Place of Payment specifisddh notice, the Senior Notes or the
specified portions thereof shall be paid and redsEhy the Company at the applicable RedemptiorePric
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(b) Upon presentation of any Senior Note redeemgxhit only, the Company shall execute and thet@eushall authenticate and deli
to the Holder thereof, at the expense of the Compamew Senior Note or Senior Notes, of authoregominations, in aggregate principal
amount equal to the unredeemed portion of the $&ite so presented and having the same Origisakl®ate, Stated Maturity and terms.

(c) If any Senior Note called for redemption shmalt be so paid upon surrender thereof for redemptiee principal of and any premium
on such Senior Note shall, until paid, bear inteftesn and including the Redemption Date at the pescribed therefor in the Senior Note.

ARTICLE Xl
SUBORDINATION OF SECURITIES

Section 12.1 Senior Notes Subordinate to Permidieiot .

The Company covenants and agrees, and each HdldeSemior Note, by its acceptance thereof, likeveigvenants and agrees, that, to
the extent and in the manner hereinafter set farthis Article Xll , the payment of the principal of and any premiurd eterest (including
any Additional Interest) on each and all of theiSeNotes is hereby expressly made subordinatesabjict in right of payment to the prior
payment in full of all Permitted Debt.

Section 12.2 No Payment When Permitted Debt in ilefRayment Over of Proceeds Upon Dissolution,.Etc

(@) In the event of a bankruptcy, insolvency orotbroceeding described in clause (d) or (e) ofigfaition of Event of Default
specified in Section 5.¢cach such event, if any, herein sometimes reféoed a *“ Proceedirg, all Permitted Debt (including any interest
thereon accruing after the commencement of any pumteedings) shall first be paid in full beforey grayment or distribution, whether in
cash, securities or other property, shall be madey Holder of any of the Senior Notes on accduerteof. Any payment or distribution,
whether in cash, securities or other property (otihan securities of the Company or any othereptibvided for by a plan of reorganization
or readjustment the payment of which is subordirgtéeast to the extent provided in these subatiin provisions with respect to the
indebtedness evidenced by the Senior Notes, tpaihment of all Permitted Debt at the time outstagdind to any securities issued in res
thereof under any such plan of reorganization adjustment), which would otherwise (but for thegkadination provisions) be payable or
deliverable in respect of the Senior Notes shajydid or delivered directly to the holders of Pdtedl Debt in accordance with the priorities
then existing among such holders until all Permdifbebt (including any interest thereon accruingrathe commencement of any Proceeding)
shall have been paid in full.

(b) In the event of any Proceeding, after paymefitli of all sums owing with respect to Permiti@dbt, the Holders of the Senior
Notes, together with the holders of any obligatiohthe Company ranking on a parity with the SeNotes, shall be entitled to be paid fr
the remaining assets of the Company the amounite dime due and owing on account of
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unpaid principal of and any premium and interasti(iding any Additional Interest) on the Senior &oand such other obligations before any
payment or other distribution, whether in cashpprty or otherwise, shall be made on account ofEzguity Interests or any obligations of
Company ranking junior to the Senior Notes and sathbr obligations. If, notwithstanding the foremgj any payment or distribution of any
character on any security, whether in cash, séesidt other property (other than securities ofGoenpany or any other entity provided for

a plan of reorganization or readjustment the payraewhich is subordinate, at least to the extentjuled in these subordination provisions
with respect to the indebtedness evidenced by ¢én@ENotes, to the payment of all Permitted Deltha time outstanding and to any
securities issued in respect thereof under any plachof reorganization or readjustment) shalldxeived by the Trustee or any Holder in
contravention of any of the terms hereof and befdirBermitted Debt shall have been paid in fulkts payment or distribution or security
shall be received in trust for the benefit of, ahdll be paid over or delivered and transferredh® holders of the Permitted Debt at the time
outstanding in accordance with the priorities thgisting among such holders for application toghgment of all Permitted Debt remaining
unpaid, to the extent necessary to pay all suchnited Debt (including any interest thereon acaguafter the commencement of any
Proceeding) in full. In the event of the failuretbé& Trustee or any Holder to endorse or assigrsanly payment, distribution or security, e
holder of Permitted Debt is hereby irrevocably autted to endorse or assign the same.

(c) The Trustee and the Holders, at the expensieed€ompany, shall take such reasonable actiolu@img the delivery of this
Indenture to an agent for any holders of Permilebit or consent to the filing of a financing stagernwith respect hereto) as may, in the
opinion of counsel designated by the holders ofgority in principal amount of the Permitted Debtfze time outstanding, be necessary or
appropriate to assure the effectiveness of therdirtation effected by these provisions.

(d) The provisions of this Section 1Rall not impair any rights, interests, remediepawers of any secured creditor of the Company
in respect of any security interest the creatiowloith is not prohibited by the provisions of thislenture.

(e) The securing of any obligations of the Companlgerwise ranking on a parity with the Senior Nabe ranking junior to the Senior
Notes, shall not be deemed to prevent such obdigatirom constituting, respectively, obligationskiamg on a parity with the Senior Notes
ranking junior to the Senior Notes.

Section 12.3 Payment Permitted if No Proceeding

Nothing contained in this Article Xlbr elsewhere in this Indenture or in any of thei@eNotes shall prevent (a) the Company, at any
time, except during the pendency of any Proceedifeggred to in Section 12,From making payments at any time of principalmgmium, il
any, or interest (including any Additional Intefesh the Senior Notes or (b) the application byThgstee of any moneys deposited with it
hereunder to the payment of or on account of thecimal of, premium, if any, or interest (includiagy Additional Interest) on the Senior
Notes or the retention of such payment by the Hsld& at the time of such application by the Tees it did not have knowledge |
accordance with Section 12).8&hat such payment would have been prohibitechbyprovisions of this Article XlJ except as provided in
Section 12.8
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Section 12.4 Subrogation to Rights of Holders afitted Debt.

Subject to the payment in full of all amounts duéocobecome due on all Permitted Debt, or the gioni for such payment in cash or
cash equivalents or otherwise in a manner sat@fatd the holders of Permitted Debt, the Holddrthe Senior Notes shall be subrogated to
the extent of the payments or distributions madéécholders of such Permitted Debt pursuant tgtbeisions of this Article Xl equally
and ratably with the holders of all indebtednesthefCompany that by its express terms is subateling Permitted Debt of the Company to
substantially the same extent as the Senior Nogesubordinated to the Permitted Debt and is edtiib like rights of subrogation by reason
of any payments or distributions made to holdersuzh Permitted Debt) to the rights of the holadgrsuch Permitted Debt to receive
payments and distributions of cash, property acdritées applicable to the Permitted Debt until gmecipal of and any premium and interest
(including any Additional Interest) on the SeniastBls shall be paid in full. For purposes of sudirggation, no payments or distributions to
the holders of the Permitted Debt of any cash, gntypor securities to which the Holders of the $eMotes or the Trustee would be entitled
except for the provisions of this Article Xlland no payments made pursuant to the provisibtigsoArticle XII to the holders of Permitted
Debt by Holders of the Senior Notes or the Trustball, as among the Company, its creditors otiem holders of Permitted Debt, and the
Holders of the Senior Notes, be deemed to be a ealyar distribution by the Company to or on accafrthe Permitted Debt.

Section 12.5 Provisions Solely to Define Relativghgs.

The provisions of this Article Xlare and are intended solely for the purpose ohiefithe relative rights of the Holders of the $eni
Notes on the one hand and the holders of Perniiteddd on the other hand. Nothing contained in Article XII or elsewhere in this Indentu
or in the Senior Notes is intended to or shalirfg)air, as between the Company and the HolderseoSenior Notes, the obligations of the
Company, which are absolute and unconditional atotp the Holders of the Senior Notes the princgfand any premium and interest
(including any Additional Interest) on the Seniastils as and when the same shall become due anbl@ayaccordance with their terms,
(b) affect the relative rights against the Compafhthe Holders of the Senior Notes and creditorhefCompany other than their rights in
relation to the holders of Permitted Debt or (@vant the Trustee or any Holder from exercisingeatiedies otherwise permitted by
applicable law upon default under this Indentuneluding filing and voting claims in any Proceedisgbject to the rights, if any, under this
Article Xl of the holders of Permitted Debt to receive casbp@rty and securities otherwise payable or dedivierto the Trustee or such
Holder.

Section 12.6 Trustee to Effectuate Subordination

Each Holder of a Senior Note by his, her or itseptance thereof authorizes and directs the Trustdss, her or its behalf to take such
action as may be necessary or appropriate to adkdge or effectuate the subordination providedis Article XIl and appoints the Trustee
his, her or its attorney-in-fact for any and aktlsypurposes.
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Section 12.7 No Waiver of Subordination Provisions

(a) No right of any present or future holder of &grmitted Debt to enforce subordination as hgreinided shall at any time in any
way be prejudiced or impaired by any act or failiract on the part of the Company or by any aéaiture to act, in good faith, by any such
holder, or by any noncompliance by the Company withterms, provisions and covenants of this Ingtentregardless of any knowledge
thereof that any such holder may have or be otlserafarged with.

(b) Without in any way limiting the generality odragraph (a) of this Section 12.the holders of Permitted Debt may, at any timg an
from to time, without the consent of or notice te fTrustee or the Holders of the Senior Notes,awitlincurring responsibility to such
Holders of the Senior Notes and without impairimgedeasing the subordination provided in this @eiXIl or the obligations hereunder of
such Holders of the Senior Notes to the holdeResfitted Debt, do any one or more of the followisg long as such Permitted Debt shall
remain Permitted Debt thereafter: (i) change theamag place or terms of payment or extend the tfrayment of, or renew or alter,
Permitted Debt, or otherwise amend or supplemeahinmanner Permitted Debt or any instrument edohgnthe same or any agreement
under which Permitted Debt is outstanding, (ii},s®tchange, release or otherwise deal with anpgnty pledged, mortgaged or otherwise
securing Permitted Debt, (iii) release any Pergld in any manner for the payment of Permittetdtlend (iv) exercise or refrain from
exercising any rights against the Company and #imgrderson.

Section 12.8 Notice to Trustee

The Company shall give prompt written notice toesponsible Officer of the Trustee of any fact kndaithe Company that would
prohibit the making of any payment to or by theskee in respect of the Senior Notes. Notwithstamttie provisions of this Article Xibr
any other provision of this Indenture, the Trustball not be charged with knowledge of the existenfcany facts that would prohibit the
making of any payment to or by the Trustee in respEthe Senior Notes, unless and until a Resptmsdfficer of the Trustee shall have
received written notice thereof from the Company twolder of Permitted Debt or from any truste@ra@r representative therefor; provided
that if the Trustee shall not have received thérgirovided for in this Section 12a8 least two Business Days prior to the date uplichv
by the terms hereof any monies may become payabkmnfy purpose (including, the payment of the ppalcof and any premium on or
interest (including any Additional Interest) on @gnior Note), then, anything herein containedhéodontrary notwithstanding, the Trustee
shall have full power and authority to receive saamies and to apply the same to the purpose farthithey were received and shall not be
affected by any notice to the contrary that maydeeived by it within two Business Days prior teisulate.

The Trustee shall be entitled to rely on the dejite it of a written notice by a Person represemtiimself, herself or itself to be a
holder of Permitted Debt (or a trustee, agent,asgntative or attorney-in-fact therefor) to estbthat such notice has been given by a holdel
of Permitted Debt (or a trustee, agent, represestat attorney-in-fact therefor). In the eventttttee Trustee determines in good faith that
further evidence is required with respect to tightrof any Person as a holder of Permitted Depatticipate in any payment or distribution
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pursuant to this Article Xl) the Trustee may request such Person to furnisleese to the reasonable satisfaction of the Teusseto the
amount of Permitted Debt held by such Person, xteneto which such Person is entitled to partitgga such payment or distribution and
any other facts pertinent to the rights of suchs@emunder this Article XI| and if such evidence is not furnished, the Tristay defer any
payment to such Person pending judicial deternonads to the right of such Person to receive sagimpnt.

Section 12.9 Reliance on Judicial Order or Cesrtficof Liquidating Agent

Upon any payment or distribution of assets of thenfany referred to in this Article X]lthe Trustee and the Holders of the Senior
Notes shall be entitled to conclusively rely upory arder or decree entered by any court of compgaeisdiction in which such Proceeding
pending, or a certificate of the trustee in bankeypreceiver, liquidating trustee, custodian, gissé for the benefit of creditors, agent or other
Person making such payment or distribution, detisleo the Trustee or to the Holders of Senior Ndt@she purpose of ascertaining the
Persons entitled to participate in such paymenuligiribution, the holders of the Permitted Debt attter indebtedness of the Company, the
amount thereof or payable thereon, the amount @uars paid or distributed thereon and all othetsfaertinent thereto or to this Article XII

Section 12.10 Trustee Not Fiduciary for Holder$efmitted Debt

The Trustee, in its capacity as trustee undenrtitisnture, shall not be deemed to owe any fiduaiaty to the holders of Permitted D
and shall not be liable to any such holders ihilkin good faith mistakenly pay over or distribub Holders of Senior Notes or to the
Company or to any other Person cash, propertycuries to which any holders of Permitted Debtlisha entitled by virtue of this Article
Xll_or otherwise.

Section 12.11 Rights of Trustee as Holder of PeeahiDebt~ Preservation of TrustedRights.

The Trustee in its individual capacity shall beitted to all the rights set forth in this ArticlelXwith respect to any Permitted Debt that
may at any time be held by it, to the same exteratry other holder of Permitted Debt, and nothmthis Indenture shall deprive the Trustee
of any of its rights as such holder.

Section 12.12 Article Applicable to Paying Agents

If at any time any Paying Agent other than the Teeshall have been appointed by the Company atttkbeacting hereunder, the term
“ Trustee” as used in this Article Xlshall in such case (unless the context otherwigeines) be construed as extending to and inclusliraip
Paying Agent within its meaning as fully for altémts and purposes as if such Paying Agent wer@damthis_Article Xllin addition to or ir
place of the Trustee; providedhat Sections 12.8nd 12.13shall not apply to the Company or any Affiliatetbé Company if the Company
such Affiliate acts as Paying Agent.
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ARTICLE Xl
DEFEASANCE

Section 13.1 Defeasance and Discharge

In the event of the exercise of the option provide8ection 10.5(bby a Holder of the Senior Notes as a result oftioeipt of a
Change-of-Control Election on or prior to June 3011, and the result that this Section 1shall be applied to the Outstanding Senior Notes
(the “ Defeasance Senior Notgsthe Company shall, within thirty (30) days folVing its receipt of the Change-of-Control Electisatisfy
the conditions set forth in Section 13.Phe Company shall be deemed to have been dissthémgm its obligations with respect to the
Defeasance Senior Notes as provided in_this Set8dhon and after the date the conditions set fortinén3ection 13.are satisfied
(hereinafter called * Defeasan®e For this purpose, such Defeasance means teattmpany shall be deemed to have paid and disstharg
the entire indebtedness represented by the Defea&anior Notes and to have satisfied all of iteobbligations under the Defeasance
Senior Notes and this Indenture insofar as the &gfiece Senior Notes are concerned (and the Trugtee written request and at the expe
of the Company, shall execute proper instrumerkta@eledging the same), subject to the followingjekishall survive until otherwise
terminated or discharged hereunder (1) the righksotders of the Defeasance Senior Notes to recsplely from the trust fund described in
Section 13.2and as more fully set forth in such Section 133ayments in respect of the principal of~ premiifrany, and interest on the
Defeasance Senior Notes when payments are dudg(®ompany’s obligations with respect to the Def@ae Senior Notes under Sections
2.4, 3.5, 3.6, and 10.2 (3) the rights, powers, trusts, duties and imniesiof the Trustee hereunder and (4) this Artidié .

Section 13.2 Conditions to Defeasance

The following shall be the conditions to applicatiof Section 13.10 the Defeasance Senior Notes:

(1) The Company shall irrevocably have depositedanised to be deposited with the Trustee (or antitingtee that
satisfies the requirements contemplated by Seétiband agree to comply with the provisions of thisiéet X1l applicable to it) as trust
funds in trust for the purpose of making the follogvpayments, specifically pledged as security dod dedicated solely to, the benefit of the
Holders of Defeasance Senior Notes, (A) money iaranunt in Dollars, (B) Government Obligations tthabugh the scheduled payment of
principal and interest in respect thereof in acaom with their terms will provide, not later thame day before the due date of any payment,
money in an amount in Dollars, or (C) a combinatizereof, in each case sufficient, in the opiniba aationally recognized firm of
independent public accountants expressed in aewrittrtification thereof delivered to the Trusteepay and discharge, and which shall be
applied by the Trustee (or any such other qualifyiinustee) to pay and discharge, one hundred pefted%) of the principal amount of the
Defeasance Senior Notes on June 30, 2011 (the¢eBahce Maturity Dat® plus interest on the Defeasance Senior Notes diipayable o
the Interest Payment Dates occurring prior to awctliding the Defeasance Maturity Date and Breakzags, if any, less Breakage Gains, if
any, in accordance with the terms of this Indenture the Defeasance Senior Notes.
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(2) Such Defeasance shall not cause the Trustesvi®a conflicting interest within the meaningtof Trust Indenture Act.

(3) Such Defeasance shall not result in the trising from such deposit constituting an “investieompany” within the
meaning of the Investment Company Act of 1940, ssmkich trust shall be qualified or exempt fromulaiipn thereunder.

(4) The Company shall have delivered to the Truate®fficers'Certificate and an Opinion of Counsel, each statiag all
conditions precedent with respect to such Defeashage been complied with.

Section 13.3 Deposited Money and U.S. Governmetig&tipns to be Held in Trust; Other Miscellane®isvisions.

Subject to the provisions of Section 10.2(a)l money and Government Obligations (including proceeds thereof) deposited with the
Trustee or other qualifying trustee (solely forgmses of this Section 13aBd Section 13.4the Trustee and any such other trustee are
referred to collectively as the “Trustee”) pursum&ection 13.2 respect of the Defeasance Senior Notes shdiklkbin trust and applied
the Trustee, in accordance with the provisionhefefeasance Senior Notes and this Indenturbetpayment, either directly or through ¢
such Paying Agent (including the Company actingsaswn Paying Agent) as the Trustee may deternmiinthe Holders of the Defeasance
Senior Notes, of all sums due and to become duedhen respect of principal, premium, if any, amigrest, but money so held in trust need
not be segregated from other funds except to ttenerequired by law.

The Company shall pay and indemnify the Trusteénagany tax, fee or other charge imposed on arsaesl against the Government
Obligations deposited pursuant to Section 18.the principal and interest received in respleetaof other than any such tax, fee or other
charge that by law is for the account of the HadsrDefeasance Senior Notes.

Anything in this Article XllIIto the contrary notwithstanding, the Trustee sthaliiver or pay to the Company from time to time mpo
Company Request any money or Government Obligatieftsby it as provided in Section 13vizh respect to the Defeasance Senior Notes
that, in the opinion of a nationally recognizedrfiof independent public accountants expresseadniriteen certification thereof delivered to
the Trustee, are in excess of the amount therabvfrtbuld then be required to be deposited to etiaatquivalent Defeasance with respect to
the Defeasance Senior Notes.

Section 13.4 Reinstatement

If the Trustee or the Paying Agent is unable tdyappy money in accordance with this Article XWith respect to the Defeasance
Senior Notes by reason of any order or judgmemingfcourt or governmental authority enjoining, r&isting or otherwise prohibiting such
application, then the Company’s obligations undies Indenture and the Defeasance Senior Notestshadlvived and reinstated as though no
deposit had occurred pursuant to this Article Xiith respect to the Defeasance Senior Notes wnth §me as the Trustee or Paying Agent
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is permitted to apply all money held in trust pasuto_Section 13.®ith respect to the Defeasance Senior Notes inrdacce with this

Article Xl provided, however, that if the Company makes aryyn@ant of principal of, premium, if any, or interest any Defeasance Senior
Note following the reinstatement of its obligatipttee Company shall be subrogated to the righteefHolders of Defeasance Senior Note
receive such payment from the money so held ir.trus

[signature page follows]
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IN WITNESS WHEREOF, the parties hereto have catisisdmended and Restated Indenture to be dulyudedas of the day and
year first above writter

COMSTOCK HOMEBUILDING
COMPANIES, INC.

By: /s/ Bruce Labovitz

Name: Bruce Labovitz
Title: Chief Financial Officel

WELLS FARGO BANK, N.A., as Trustet

By: /s/ Tracy M. McLamb

Name Tracy M. McLamh
Title: Vice Presiden
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Schedule /
DETERMINATION OF LIBOR

With respect to the Senior Notes, the London irgekoffered rate (“LIBOR”) shall be determined b tCalculation Agent in
accordance with the following provisions (in eaels& rounded to the nearest .000001%):

(1) On the second LIBOR Business Day (as definéoMeprior to an Interest Payment Date occurringrathe expiration of the Fixed Rate
Period (each such day, a “ LIBOR Determination DgteIBOR for any given security shall for the follving interest payment period equal
the rate, as obtained by the Calculation Agent fBloomberg Financial Markets Commaodities News,thoee (3)-month Eurodollar deposits
that appears on Dow Jones Telerate Page 3750f{asdlan the International Swaps and Derivativesd&sation, Inc. 2000 Interest Rate and
Currency Exchange Definitions, as the same mayr®nded from time to time), or such other page asmglace such Page 3750 (as any
such replacement may be amended from time to tiasedf 11:00 A.M. (London time) on such LIBOR Detération Date.

(2) If, on any LIBOR Determination Date, such rdtees not appear on Dow Jones Telerate Page 3&&@loother page as may replace such
Page 3750, the Calculation Agent shall determipeatithmetic mean of the offered quotations ofRieéerence Banks (as defined below) to
leading banks in the London interbank market foe¢h(3)-month Eurodollar deposits in an amountrddteed by the Calculation Agent by
reference to requests for quotations as of apprabeiy 11:00 A.M. (London time) on the LIBOR Detenation Date made by the Calculati
Agent to the Reference Banks. If, on any LIBOR Draiaation Date, at least two of the Reference Bamkside such quotations, LIBOR
shall equal such arithmetic mean of such quotatibnen any LIBOR Determination Date, only onenmme of the Reference Banks provide
such quotations, LIBOR shall be deemed to be titleraetic mean of the offered quotations that legdianks in the City of New York
selected by the Calculation Agent are quoting @rdievant LIBOR Determination Date for three §8)nth Eurodollar deposits in an amo
determined by the Calculation Agent by referencenéoprincipal London offices of leading bankstie London interbank market; provided
that if the Calculation Agent is required but isable to determine a rate in accordance with at &as of the procedures provided above or
adequate and fair means do not exist for ascemtathie applicable interest rate on the basis st &bove (due to changes arising in the
interbank Eurocurrency market or otherwise), then$enior Notes shall not bear interest in respielctBOR but shall instead bear interest
with reference to a floating rate equal to the BRate (as defined below).

(3) As used herein: “ Reference Barikaeans four (4) major banks in the London intefbararket selected by the Calculation Agent; “
LIBOR Business Day means a day on which commercial banks are opebusiness (including dealings in foreign exchaage foreign
currency deposits) in London; the “ Base Rab@ any day shall equal the greater of the aritticrmaean of (i) the “prime rate” for dollar
denominated loans quoted by leading banks in thed@iNew York selected by the Calculation Agend &ii) the Federal Funds Rate (as
defined below) plus 0.50% per annum; and the “ Fddaunds Raté on any day equals the rate per annum equal tovdighted average
(rounded upwards to the nearest 0.00000 1) ofateean overnight federal funds transactions witimimers of the Federal Reserve System
only arranged by federal funds brokers, as publisteof such day by the Federal Reserve Bank of K.




EXHIBIT A
FORM OF OFFICER'’S FINANCIAL CERTIFICATE

The undersigned, tHEHIEF FINANCIAL OFFICER / TREASURER / ASSISTANT TR EASURER / SECRETARY /
ASSISTANT SECRETARY, CHAIRMAN / VICE CHAIRMAN / CHI EF EXECUTIVE OFFICE / PRESIDENT / VICE
PRESIDENT] of Comstock Homebuilding Companies, Inc. (the “ Gamy”) hereby certifies, pursuant to Section 7.3(bjh&f Amended
and Restated Indenture, dated as of __, 2008 (the “Indenture”), between the Company aral$\Fargo Bank, N.A., as trustee, that, as of
[DATE], [YEAR] , the Company, if applicable, and its subsidiahiad the following ratios and balances:

As of [QUARTERLY/ANNUAL FINANCIAL DATE], [YEAR]
Consolidated Net Wort

Leverage Ratic

Fixed Charge Coverage Ra

Senior secured indebtedness for borrowed mc“Debf) $
Senior unsecured De $
Subordinated Del $
Total Debt $
Ratio of (x) senior secured and unsecured Debf)ttofal Debt %

Ratio of (x) Subordinated Debt to (y) Consolidatedhgible Net Wortt

[FOR FISCAL YEAR END: Attached hereto are the audited consolidated financial statements (including thbalance sheet, income
statement and statement of cash flows, and notesetteto, together with the report of the independentccountants thereon) of the
Company and its consolidated subsidiaries for thehree (3) years ended [DATE], [YEAR].]

[FOR FISCAL QUARTER END: Attached hereto are the unaudited consolidated and consolidating financial stements (including the
balance sheet and income statement) of the Compaayd its consolidated subsidiaries for the fiscal carter ended [DATE], [YEAR].]

The financial statements fairly present in all materedpects, in accordance with U.S. generally aeceptcounting principles (*
GAAP "), the financial position of the Company and itsmsolidated subsidiaries, and the results of omersand changes in financial
condition as of the date, and for iUARTER] [YEAR] endedDATE], [YEAR] , and such financial statements have been prejrared
accordance with GAAP consistently applied throughba period involved (expect as otherwise notedetim).



[ANNUALLY AND, IF THE COMPANY IS NO LONGER SUBJECT TO AND IN COMPLIANCE WITH SECTION 13 OR 15
(d) OF THE EXCHANGE ACT:] There has been no default with respect to any tedgless owed by the Company and/or its subsidier
a principal amount in excess of $2,000,000 (othenthose defaults cured prior to the earlier tuoof (i) the expiration of any applicable
cure period and (i) thirty (30) days after the mzence of the sam@@xcept as set forth below:]

Attached hereto is a current organizational chitth® Company and its subsidiaries as of the datedf.

IN WITNESS WHEREOF, the undersigned has executisdQfficer's Financial Certificate as of tHBAY] day of[ MONTH],
[YEAR].

COMSTOCK HOMEBUILDING
COMPANIES, INC.

By:
Name:
Title:

Comstock Homebuilding Companies, i
11465 Sunset Hills Road

Suite 510

Reston, Virginia 2019

(703) 88:--1700



EXHIBIT B

FORM OF
OFFICERS’ CERTIFICATE
PURSUANT TO SECTION 10.3

Pursuant to Section 10.3 of the Amended and Relskatkenture, dated as of , 2008 (as modified, supplemented or amended
time to time, the “ Indentur§ among Comstock Homebuilding Companies, Inc. gdalvare corporation (the * Compatjyand Wells Fargo
Bank, N.A., as Trustee, each of the undersigneeldyecertifies that, to the knowledge of the undgred, the Company is not in default in the
performance or observance of any of the terms,igians and conditions of the Indenture (withoutanejto any period of grace or

requirement of notice provided under the Indenttoe}he fiscal period ending dDATE], [YEAR], [except as follows: SPECIFY EACH
SUCH DEFAULT AND THE NATURE AND STATUS THEREOF].

Capitalized terms used herein, and not otherwifieet:herein, have the respective meanings assitjreedto in the Indenture.

[signatures page follow:



IN WITNESS WHEREOF, the undersigned have executedQfficers’ Certificate as dDATE], [YEAR].

By:

Name:

Title: [Must be the CHIEF EXECUTIVE OFFICER,
the PRESIDENT or a
SENIOR VICE PRESIDENT] of
Comstock Homebuilding Companies, i

By:

Name:

Title: [Must be the CHIEF FINANCIAL OFFICER,
the CHIEF ACCOUNTING OFFICER, the
TREASURER or an ASSISTANT
TREASURER] of
Comstock Homebuilding Companies, i



LOAN AGREEMENT
DATED AS OF MARCH 14, 2008
by and among
COMSTOCK STATION VIEW, L.C.,
COMSTOCK POTOMAC YARD, L.C.,
AS BORROWERS,
KEYBANK NATIONAL ASSOCIATION,
THE OTHER LENDERS THAT MAY BECOME
PARTIES TO THIS AGREEMENT,
AND
KEYBANK NATIONAL ASSOCIATION,
AS AGENT

Exhibit 10.61
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LOAN AGREEMENT

THIS LOAN AGREEMENT (this “Agreement”) is made as of the 14th day ofrda 2008 by and amorfgOMSTOCK STATION
VIEW, L.C. , a Virginia limited liability company (“Station ¥w"), COMSTOCK POTOMAC YARD, L.C. , a Virginia limited liability
company (“Potomac”; Station View and Potomac araetimes hereinafter referred to individually as fRever” and collectively as
“Borrowers”), KEYBANK NATIONAL ASSOCIATION (“KeyBank™) and the other lending institutions thaay become parties hereto
pursuant to 818 (together with KeyBank, the “LestgrandKEYBANK NATIONAL ASSOCIATION , as Agent for the Lenders (the
“Agent”).

RECITALS
WHEREAS , Borrowers have requested that the Lenders pravidan to Borrowers; and

WHEREAS , the Agent and the Lenders are willing to proédeh loan to Borrowers on and subject to the temasconditions set
forth herein;

NOW, THEREFORE , in consideration of the recitals herein and mutoaenants and agreements contained herein, ttiephereto
hereby covenant and agree as follows:

81. DEFINITIONS AND RULES OF INTERPRETATION

81.1 Definitions. The following terms shall have the meanings sghfin this §l or elsewhere in the provisionstogtAgreement
referred to below:

Affiliate . An Affiliate, as applied to any Person, shall meay other Person directly or indirectly contiredij controlled by, or
under common control with, that Person. For purpagehis definition, “control” (including, with geelative meanings, the terms
“controlling”, “controlled by” and “under common ntrol with”), as applied to any Person, meanslta)dossession, directly or indirectly, of
the power to vote ten percent (10%) or more ofstibek, shares, voting trust certificates, bendfioirest, partnership interests, member
interests or other interests having voting powettie election of directors of such Person or atligs to direct or cause the direction of the
management and policies of that Person, whetheugftrthe ownership of voting securities or by cacttior otherwise, or (b) the ownership
of (i) a general partnership interest, (ii) a manggnember’s or manager’s interest in a limitediliay company or (iii) a limited partnership
interest or preferred stock (or other ownershipriesgt) representing ten percent (10%) or moreebthistanding limited partnership interests,
preferred stock or other ownership interests ohgRerson.

Agent. KeyBank National Association, acting as admiaiste agent for the Lenders, and its successorassigns.

Agents Head Office The Agent’s head office located at 127 Public&guCleveland, Ohio 44114306, or at such other locati
as the Agent may designate from time to time bycedb the Borrowers and the Lende




Agents Special CounselMcKenna Long & Aldridge LLP or such other counaslselected by Agent.

Agreement This Loan Agreement, including the SchedulesExituibits hereto.

Agreement Regarding FeeSee 84.2.

Appraisal. An MAI appraisal of the value of the Mortgageadperty, determined on an “as-isfarket value basis, performed by
independent appraiser selected by the Agent whotian employee of the Borrowers, the Guarantangrof their Affiliates, the Agent or a
Lender, the form and substance of such appraisairanidentity of the appraiser to be in complianith the Financial Institutions Reform,
Recovery and Enforcement Act of 1989, as amentied;ules and regulations adopted pursuant theret@thother regulatory laws and
policies (both regulatory and internal) applicatdehe Lenders and otherwise acceptable to the tAgen

Appraised Value The “as is” market value of the Mortgaged Propesd reflected in the Appraisal of the Mortgagedperty;
subject, however, to such reasonable adjustmenietealue determined thereby as may be requirdtdogppraisal department of the Agent
in its good faith business judgment. The Appraigatlie of the Mortgaged Property shall be determinasked only upon permits for the
development of the Mortgaged Property that have ligseied and are in full force and effect.

Assignment and Acceptance AgreemeBee §18.1.

Assignment of InterestsThe Assignment of Interests dated of even datewith by the Guarantor in favor of Agent for thenlefit
of the Lenders, as the same may be hereafter raddifiamended.

Assignment of Potomac Loan Documenihe Assignment dated of even date herewith fraru€Bank, N.A. to Agent.

Assignment of Sales Contracts and Depasiise Assignment of Sales Contracts and Deposiesidi# even date herewith by
Potomac in favor of Agent for the benefit of thenters, as the same may be hereafter modified ondede

Assignment of Station View Loan DocumenfBhe Assignment dated of even date herewith frayBéank National Association
to Agent.

Authorized Officer. Christopher Clemente and Bruce Labovitz as ttidt&/iew, and Christopher Clemente and Bruce Létaov
as to Potomac.

Balance Sheet DatdDecember 31, 2007.

Bankruptcy Code Title 11, U.S.C.A., as amended from time to tioneny successor statute thereto.
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Base Rate The greater of (a) the fluctuating annual ratent#rest announced from time to time by the Agerthe Agent’'s Head
Office as its “prime rate” or (b) one half of onerpent (0.5%) above the Federal Funds Effective Ridte Base Rate is a reference rate and
does not necessarily represent the lowest or bsbeing charged to any customer. Any changeeimate of interest payable hereunder
resulting from a change in the Base Rate shallineceffective as of the opening of business on #yeath which such change in the Base
Rate becomes effective, without notice or demanahgfkind.

Base Rate LoansCollectively, Loans bearing interest calculatgddference to the Base Rate.
Borrowers. As defined in the preamble hereto.

Breakage CostsThe cost to any Lender of re-employing funds ineginterest at LIBOR (calculated based on the ghdn
LIBOR) for the balance of an applicable Interestidte(actual or requested), incurred (or reasonakpected to be incurred) in connection
with (i) any payment of any portion of the Loansbeg interest at LIBOR prior to the terminationasfy applicable Interest Period, (ii) the
conversion of a LIBOR Rate Loan to any other apfiie interest rate on a date other than the Iasbfitne relevant Interest Period, or
(iii) the failure of a Borrower to draw down, oretfirst day of the applicable Interest Period, amount as to which such Borrower has
elected a LIBOR Rate Loan.

Business Day Any day on which banking institutions locatedlie same city and State as the Agent’'s Head Odfiedocated are
open for the transaction of banking business anthe case of LIBOR Rate Loans, which also is aQfBBusiness Day.

Capitalized LeaseA lease under which the discounted future rgpégiment obligations of the lessee or the obligerraquired to
be capitalized on the balance sheet of such Pénsmetordance with GAAP.

CERCLA . The Comprehensive Environmental Response, Corapiensand Liability Act of 1980, as amended.

Change of Contral A “Change of Control” shall occur if (i) any pers(as such term is used in Sections 13(d) and) bi(the
Exchange Act), including a “group” as defined irctan 13(d)(3) of the Exchange Act (but excludindi@ector or other fiduciary holding
securities under an employee benefit plan of thar@ntor), becomes the beneficial owner of Equitgriests of the Guarantor having at least
fifty percent (50%) of the total number of voteattimay be cast for the election of directors of@Guarantor; (ii) the merger or other business
combination of the Guarantor, sale of all or sutadly all of the Guarantor’s assets or combinatid the foregoing transactions; or (iii) the
persons who were directors of the Guarantor om#te hereof (the “Incumbent Directors”) shall ce@seonstitute at least a majority of the
board of directors of the Guarantor; provided, thay director who was not a director as of the detreof shall be deemed to be an
Incumbent Director if such director was electeth®board of directors by, or on the recommendadfoor with the approval of, at least two-
thirds of the directors who then qualified as Intmt Directors either actually or by prior operataf this provision, unless such election,
recommendation or approval was the result of amahctr threatened election contest of the typeasaptated by Regulation 14a-11
promulgated under the Exchange Act or any successuision.




CHCI Subordinate NotesThe promissory notes issued pursuant to thaaiceitdenture dated March 15, 2007, by and between
Guarantor and Wells Fargo Bank, N.A. (“Trustee¥amended and restated pursuant to that certaimédedeand Restated Indenture dated
March 14, 2008, by and between Guarantor and Teuste

Closing Date The first date on which all of the conditions f&eth in 810 and 8§11 have been satisfied.
Code. The Internal Revenue Code of 1986, as amended.

Collateral. All of the property, rights and interests of @errowers and the Guarantor which are subjectéastrturity interests,
security title, liens and mortgages created byS&eurity Documents, including, without limitatiche Mortgaged Property, the Guaranty and
the Assignment of Interests.

Commitment. With respect to each Lender, the amount set famtBchedule 1.hereto as the amount of such Lender’s
Commitment to make or maintain Loans to the Bormswas the same may be changed from time to timmedordance with the terms of this
Agreement.

Commitment Percentagé&Vith respect to each Lender, the percentageosttt dn_Schedule 1 Hereto as such Lenderpercentag
of the aggregate Commitments of all of the Lendasshe same may be changed from time to timedardance with the terms of this
Agreement.

Compliance Certificate See 8§7.4(i).

Condemnation Proceed#ll compensation, awards, damages, judgmentpasckeds awarded to a Borrower by reason of any
Taking, net of all reasonable and customary amaactigally expended to collect the same.

Condominium DeclarationDeclaration of The Eclipse on Center Park Condaium dated as of October 20, 2006, by Comstock
Potomac Yard, L.C., a Virginia limited liability ogpany (“Declarant”)recorded on October 20, 2006 at Book 4033, Pagei2®e Office o
the Clerk of the Circuit Court of Arlington Countyjrginia; as amended by that certain Correctiveefsiment to Condominium Instruments
to The Eclipse on Center Park Condominium, datedelier 27, 2006, by Declarant, recorded on Nover2®e2006, at Book 4045, Page
1819, aforesaid records; as further amended byctrédin Corrective Amendment to Condominium Instents to The Eclipse on Center F
Condominium dated June 19, 2007, by Declarantrdecbon June 20, 2007, at Book 4109, Page 11® st records; as further amended
by that certain Corrective Amendment to Condominlastruments to The Eclipse on Center Park Condmirdated May 18, 2007, by
Declarant, recorded on December 19, 2007, at B46K 4Page 891, aforesaid records; as further anddngdthat certain Corrective
Amendment to Condominium Instruments to The Eclips€enter Park Condominium dated December 27,,28)0Declarant, recorded on
December 28, 2007 at Book 4158, Page 1412, aforesedrds; as further amended by that certain Amemd to
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Condominium Instruments of The Eclipse on Centek Emndominium Assigning Storage Spaces, dated Mbee27, 2007, by Declarant,
recorded on December 28, 2007, at Book 4158, Palje, hforesaid records.

Contribution AgreementThat certain Contribution Agreement dated of edate herewith among the Borrowers and the
Guarantor, as the same may be modified, amendedified from time to time.

Conversion/Continuation Requesi notice given by a Borrower to the Agent ofétection to convert or continue a Loan in
accordance with §4.1.

Declaration. The instrument, and all amendments or supplentbkatsto, recorded in among the land records ojuttigdiction in
which the Station View Project or any part thersdbcated, that either (i) imposes on the assiociahaintenance or operational
responsibilities for the common area or (ii) createe authority in the association to impose os, lot on the owners or occupants of such
or on any other entity any mandatory payment of @ydn connection with the provision of maintenaaoé/or services for the benefit of
some or all of the lots, the owners or occupantbefots, or the common area.

Default. See §12.1.
Default Rate See §4.12.
Delinquent Lender See §14.5(c).

Derivatives ContractAny and all rate swap transactions, basis swapsljt derivative transactions, forward rate tratisas,
commodity swaps, commaodity options, forward comrtyodontracts, equity or equity index swaps or amidoond or bond price or bond
index swaps or options or forward bond or forwaodd price or forward bond index transactions, egéerate options, forward foreign
exchange transactions, cap transactions, floosa@tions, collar transactions, currency swap treitsss, cross-currency rate swap
transactions, currency options, spot contractangrother similar transactions or any combinatibary of the foregoing (including any
options to enter into any of the foregoing), whettrenot any such transaction is governed by ojesitto any master agreement. Not in
limitation of the foregoing, the term “Derivativ€ontract” includes any and all transactions of kimg, and the related confirmations, which
are subject to the terms and conditions of, or g by, any form of master agreement publishethbéynternational Swaps and Derivatives
Association, Inc., any International Foreign Exaj@aiMaster Agreement, or any other master agreemmehiding any such obligations or
liabilities under any such master agreement.

Distribution. With respect to any Person, the declaration gnyamt of any cash, cash flow, dividend or distribniton or in
respect of any shares of any class of capital sfpakner’s interest, member’s interest or othereffieial interest of such Person; the purchase,
redemption, exchange or other retirement of anyeshaf any class of capital stock, partner’s irsemnmember’s interest or other beneficial
interest of such Person, directly or indirectlyotingh a subsidiary of such Person or otherwiserghen of capital by a Person to its
shareholders, partners, members or other benefisiaérs as such; any payment made to retire,
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or to obtain the surrender of, any outstanding arats;, options or other rights to acquire any chptteck, partner’s interest, member’s interest
or other beneficial interest in a Person; or ameotlistribution on or in respect of any sharearof class of capital stock, partner’s interest,
member’s interest or other beneficial interestuafrsPerson.

Dollarsor $. Dollars in lawful currency of the United StatdsAonerica.

Domestic Lending Office Initially, the office of each Lender designatedsach on Schedule lhereto; thereafter, such other
office of such Lender, if any, located within thaitéd States that will be making or maintaining 8&ate Loans.

Drawdown Date The date on which any Loan is made or is to bdenand the date on which any Loan which is maibe f the
Maturity Date is converted in accordance with §4.1.

Employee Benefit PlanAny employee benefit plan within the meaning 8(3 of ERISA maintained or contributed to by eithe
Borrower or any ERISA Affiliate, other than a Melthployer Plan.

Environmental EngineerA firm of independent professional engineerstbeoscientists generally recognized as expetien t
detection, analysis and remediation of Hazardoulstances and related environmental matters angdde to the Agent in its reasonable
discretion.

Environmental Laws As defined in the Indemnity Agreement.

Equity Interests With respect to any Person, any share of cagtitak of (or other ownership or profit interestssach Person,
any warrant, option or other right for the purchasether acquisition from such Person of any sbécapital stock of (or other ownership or
profit interests in) such Person, any security eotible into or exchangeable for any share of edgiibck of (or other ownership or profit
interests in) such Person or warrant, right oraspfor the purchase or other acquisition from sBelrson of such shares (or such other
interests), and any other ownership or profit ies¢in such Person (including, without limitatipartnership, member or trust interests
therein), whether voting or nonvoting, and whettrenot such share, warrant, option, right or othtarest is authorized or otherwise existing
on any date of determination.

ERISA . The Employee Retirement Income Security Act f4,%s amended and in effect from time to time.
ERISA Affiliate . Any Person which is treated as a single employttr a Borrower or the Guarantor under 8414 ofGloele.

ERISA Reportable EventA reportable event with respect to a Guaranteatsi®n Plan within the meaning of 84043 of ERISA
and the regulations promulgated thereunder as ichvthe requirement of notice has not been waived.

Event of Default See §12.1.



Federal Funds Effective Rat&or any day, the rate per annum (rounded upveatidet nearest onedndredth of one percent (1/1
of 1%)) announced by the Federal Reserve Bank@faldnd on such day as being the weighted aveffate cates on overnight federal
funds transactions arranged by federal funds bsogerthe previous trading day, as computed andwmoeal by such Federal Reserve Bar
substantially the same manner as such Federal\ReBank computes and announces the weighted avitnaders to as the “Federal Funds
Effective Rate.”

GAAP . Generally accepted accounting principles tha{@reonsistent with the principles promulgatecddopted by the
Financial Accounting Standards Board and its presgars, as in effect from time to time and (b) tiestly applied with past financial
statements of the Person adopting the same priscipl

General Contractor Disputel he disputes relating to Potomac’s and BalfowaitBeConstruction LLC (as successor-in-interest to
Centex Construction LLC) obligations for the Pot@nRaoject under the AlA construction contract arblileits executed on November 4,
2004 by Potomac and Centex Construction LLC aratedlAgreement dated January 30, 2008 by and betR@®mac and Balfour Beatty
Construction LLC.

Governmental Authority The United States of America, the CommonwealtWigfinia, any political subdivision thereof, andya
agency, authority, department, commission, boautedw, or instrumentality of any of them.

Guaranteed Pension PlaAny employee pension benefit plan within the niegrof 83(2) of ERISA maintained or contributed to
by a Borrower or any ERISA Affiliate the benefitbwhich are guaranteed on termination in full opart by the PBGC pursuant to Title IV
of ERISA, other than a Multiemployer Plan.

Guarantor. Comstock Homebuilding Companies, Inc., a Delavearporation.

Guaranty. The Unconditional Guaranty of Payment and Peréoroe dated of even date herewith made by Guaremtavor of
the Agent and the Lenders, as the same may be ieshdifimended, or ratified, such Guaranty to b@imfand substance satisfactory to
Agent.

Hazardous SubstanceAs defined in the Indemnity Agreement.

Holdbacks. The Interest Holdback.

IndebtednessWith respect to a Person, at the time of compartahereof, all of the following (without duplidan): (a) all
obligations of such Person in respect of moneydveed (other than trade debt incurred in the ordiaurse of business which is not more
than thirty (30) days past due); (b) all obligasmf such Person, whether or not for money borrofije@presented by notes payable, or di
accepted, in each case representing extensiomedif,dii) evidenced by bonds, debentures, notesmilar instruments, or (iii) constituting
purchase money indebtedness, conditional salesamtsittitle retention debt instruments or othenrilsir instruments, upon which interest
charges are customarily paid or that are issuegsumed as full or partial payment for propertgewices rendered; (c) obligation
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of such Person as a lessee or obligor under adliapd Lease; (d) all reimbursement obligationswath Person under any letters of credit or
acceptances (whether or not the same have beemmprdgor payment); (e) all obligations of suchs®erin respect of any purchase
obligation, repurchase obligation, takeout committr@ forward equity commitment, in each case avigel by a binding agreement;

(f) obligations under any Derivatives Contract; &))Indebtedness of other Persons which such Rdras guaranteed or is otherwise reco
to such Person, including liability of a generattpar in respect of liabilities of a partnershipahich it is a general partner which would
constitute “Indebtedness” hereunder, any obligatiiosupply funds to or in any manner to investalyeor indirectly in a Person, to maintain
working capital or equity capital of a Person drastvise to maintain net worth, solvency or otheaficial condition of a Person, to purchase
indebtedness, or to assure the owner of indebtedrgggnst loss, including, without limitation, thgh an agreement to purchase property,
securities, goods, supplies or services for thegae of enabling the debtor to make payment ointthebtedness held by such owner or
otherwise; and (h) all Indebtedness of anotherdPesscured by (or for which the holder of such biddness has an existing right, contingent
or otherwise, to be secured by) any Lien on proparassets owned by such Person, even thoughParslbon has not assumed or become
liable for the payment of such Indebtedness orrqthgment obligation.

Indemnity AgreementThe Indemnity Agreement Regarding Hazardous N&temade by the Borrowers and Guarantor in favor
of the Agent and the Lenders, as the same may bifieth amended or ratified, such agreement talferim and substance satisfactory to
Agent.

Insurance Proceed®\ll insurance proceeds, damages and claims andght thereto under any insurance policies najgtd any
portion of any Collateral, net of all reasonabld anstomary amounts actually expended to collecstme.

Interest Holdback See §9(a).

Interest Payment DateAs to each Loan, the first (1st) day of eachm@dde month during the term of such Loan.

Interest Period With respect to each LIBOR Rate Loan (@) inifiathe period commencing on the Drawdown Date ohsu
LIBOR Rate Loan and ending one, two or three mo(ghbject to availability) thereafter, and (b) #sfter, each period commencing on the
day following the last day of the next precedintgiast Period applicable to such Loan and endintpefast day of one of the periods set
forth above, as selected by a Borrower in a Loaguiest or Conversion/Continuation Request; provitiad all of the foregoing provisions
relating to Interest Periods are subject to thiefghg:

(i) if any Interest Period with respect to a LIB@&Rte Loan would otherwise end on a day that imandBOR Business
Day, such Interest Period shall end on the nexteseding LIBOR Business Day, unless such next sdiaegé IBOR Business Day occurs in
the next calendar month, in which case such Int&esod shall end on the next preceding LIBOR Bess Day, as determined conclusively
by the Agent in accordance with the then currenkly@actice in London;
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(i) if a Borrower shall fail to give notice as prided in 84.1, such Borrower shall be deemed tehaguested a conversi
of the affected LIBOR Rate Loan to a Base Rate Larathe last day of the then current Interest Bleniith respect thereto;

(iii) any Interest Period pertaining to a LIBOR Raioan that begins on the last Business Day ofemdar month (or on a
day for which there is no numerically corresponditay in the calendar month at the end of suchéstdPeriod) shall end on the last Business
Day of the applicable calendar month; and

(iv) no Interest Period relating to any LIBOR Rat&n shall extend beyond the Maturity Date.
KeyBank. As defined in the preamble hereto.

Lenders. KeyBank and any other Person which becomes agressof any rights of a Lender pursuant to §1& (ot including
any participant as described in §18).

LIBOR . For any LIBOR Rate Loan for any Interest Peribe, average rate (rounded upwards to the nearEgth)/as shown in
Reuters Screen LIBORO01 Page at which deposits$ dibllars are offered by first class banks inltbedon Interbank Market at
approximately 11:00 a.m. (London time) on the det ts two (2) LIBOR Business Days prior to thatfiday of such Interest Period with a
maturity approximately equal to such Interest Reend in an amount approximately equal to the ammuwhich such Interest Period relal
adjusted for reserves and taxes if required byréutegulations. If Reuters no longer reports sath, then the rate shall be determined by
reference to such other comparable publicly avkglabrvice displaying such rate as selected by Aigeits sole discretion. If Agent
determines in good faith that the rate so repantetbnger accurately reflects the rate availablégent in the London Interbank Market,
Loans shall accrue interest based upon the Bage Rait any period during which a Reserve Percerghgh apply, LIBOR with respect to
LIBOR Rate Loans shall be equal to the amount detexd above divided by an amount equal to 1 mihasReserve Percentage.

LIBOR Business Day Any day on which commercial banks are open fterimational business (including dealings in Dollar
deposits) in London, England.

LIBOR Lending Office. Initially, the office of each Lender designatedsach on Schedule lhereto; thereafter, such other office
of such Lender, if any, that shall be making ormteining LIBOR Rate Loans.

Lien . See §8.2.
Loan or Loans An individual Loan or the aggregate Loans, asctime may be, made by the Lenders hereunder to\gers.

Loan Documents This Agreement, the Notes, the Security Documantsall other documents, instruments or agreenmawsor
hereafter executed or delivered by or on behadf Bbrrower or the Guarantor in connection with lthans.
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Loan RequestSee §2.3.
Loan to Value Ratio See §2.6.

Majority Lenders. As of any date, the Lender or Lenders whose aggeeCommitment Percentage is greater than fiftygre
(50%) of the Total Commitment; provided that ifthehall only be two (2) Lenders, the Majority Lensishall mean both of such Lenders;
and provided further that in determining said petage at any given time, all then existing Delimfueenders will be disregarded and
excluded and the Commitment Percentages of thedrsrathall be redetermined for voting purposes tmbxclude the Commitment
Percentages of such Delinquent Lenders.

Material Adverse Effect A material adverse effect on (a) the businedsitdes, properties, assets, prospects, conditioigcial
or otherwise) or results of operations of a Borrgwie) the ability of any Borrower or the Guarantoperform any of its obligations under
Loan Documents; or (c) the validity or enforceabibf any of the Loan Documents or the rights eneelies of Agent or the Lenders
thereunder; provided, however, that none of thieddhg shall constitute, or shall be consideredétermining whether there has occurred,
and no event, circumstance, change or effect reguliom or arising out of any of the following $heonstitute, a Material Adverse Effect:
(i) the announcement of the execution of this Agrest; (ii) changes in the national or world econarnyinancial markets as a whole (but
excluding changes in economic conditions that attee industries or markets in which Borrowers ara@ntor conduct their business) so
long as such changes or conditions do not adveadtdgt Borrowers or Guarantor, taken as a whal@, inaterially disproportionate manner
relative to other similarly situated participantgtie industries or markets in which Borrowers ol@@ntor operate; and (iii) a decline in the
price, or a change in the trading volume or lisstatus, of the common stock of Guarantor on th&RAQ.

Maturity Date. March 14, 2011, or such earlier date on whichLib@ns shall become due and payable pursuant tetims hereo
Moody s . Moody'’s Investor Service, Inc.

Mortgage. The Deed of Trust from a Borrower to the trusteasied therein acting on behalf of the Agent fertiknefit of the
Lenders, as the same may be modified or amendesljgnt to which such Borrower has conveyed or gchatmortgage lien upon or a
conveyance in fee simple of the Mortgaged Propastgecurity for the Obligations.

Mortgaged Propertgr Mortgaged PropertiesThe real estate owned by a Borrower which is sgcior the Obligations pursuant
to the Mortgage.

Mortgaged Property Qualification Documentee Schedule 1dttached hereto.

Multiemployer Plan Any multiemployer plan within the meaning of §3]®f ERISA maintained or contributed to by a Boves
or any ERISA Affiliate.

Net Sales Proceed®Vith respect to the sale of any portion of thertgaged Property in accordance with the provismirgs.2, al
gross proceeds of such sale plus all other
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consideration received in conjunction with suctedass all reasonable, ordinary and customary cesptenses and commissions incurred as ¢
direct result of such sale and paid to any Pergmvided that if such commissions are to a Perstatad to the Borrowers, Guarantor or any
of their respective partners, members, managefisef or directors or any Person affiliated witle Borrowers, Guarantor or any their
respective partners, members, managers, officeggartors, then such commissions shall be reasemailn customary in the market in wh

the Mortgaged Property is located. Net Sales Poscekall under no circumstances be less than ngeztent (90%) of the sales price set
forth in the Purchase Contract without the prioitten consent of Agent.

Notes. See §2.1(b).
Notice. See §19.

Obligations. All indebtedness, obligations and liabilitiestioé Borrowers or the Guarantor to any of the Lesiderthe Agent,
individually or collectively, under this Agreememtany of the other Loan Documents or in respeetngfof the Loans or the Notes, or other
instruments at any time evidencing any of the foneg, whether existing on the date of this Agreenmerarising or incurred hereafter, direct
or indirect, joint or several, absolute or contingenatured or unmatured, liquidated or unliquidatecured or unsecured, arising by cont
operation of law or otherwise.

OFAC. Office of Foreign Asset Control of the Departmefithe Treasury of the United States of America.

Original Potomac Loan Agreemernthe “Loan Agreement,” as defined in the AssigntrafrPotomac Loan Documents.

Original Potomac NoteThe “Note,” as defined in the Assignment of Pod@nhoan Documents.

Original Station View Loan Agreemenfhe “Loan Agreement,” as defined in the AssignhwdrStation View Loan Documents.

Original Station View Note The “Note,” as defined in the Assignment of Stat/iew Loan Documents.

Outstanding With respect to any Loan, the aggregate unparetipal thereof as of any date of determination.

Patriot Act. The Uniting and Strengthening America by Prowidéppropriate Tools Required to Intercept and Qlugtierrorism
Act of 2001, as the same may be amended from tintiene, and corresponding provisions of future laws

PBGC. The Pension Benefit Guaranty Corporation crebye84002 of ERISA and any successor entity oriestitaving similar
responsibilities.
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Person Any individual, corporation, limited liability aqopany, partnership, trust, unincorporated assacigbusiness, or other
legal entity, and any government or any governmegancy or political subdivision thereof.

Plan Assets Assets of any employee benefit plan subject to £&ubtitle A, Title | of ERISA.
Potomac As defined in the preamble hereto.
Potomac LoansThe portion of the Loans that are not Stationwisans.

Potomac ProjectA completed 465-unit condominium project locaitedlexandria, Virginia between U.S. Route 1 and th
Potomac River, subject only to minor customary filistitems in connection with the sale of Potorblits and warranty work typical for a
condominium project.

Potomac Units Each of the residential condominium units wittlie Potomac Project established by the Condominium
Declaration, together with any appurtenant undidigterest in the common elements created undeCdmelominium Declaration and
easements for the use of any appurtenant limitethoan elements.

Purchase ContractA purchase and sale agreement between a Boraveethe purchaser of a Unit for the purchase ofia (dnd
appurtenant percentage interests in the limitedncomelements and common elements, if any), whettwror hereafter existing.

Record. The grid attached to any Note, or the continumatibsuch grid, or any other similar record, in¢hgdcomputer records,
maintained by the Agent with respect to any Lodarred to in such Note.

Register. See §18.2.
Release See §6.16(c)(iii).

Rent Roll. A report prepared by Potomac Yard showing forRbtomac Project owned or leased by Potomac Y@ardctupancy,
lease expiration dates, lease rent and other irgtiom in substantially the form presented to Agaidr to the date hereof or in such other
form as may be reasonably acceptable to the Agent.

Requirements Any law, ordinance, code, order, rule or regolatf any Governmental Authority relating in anyywa the
acquisition and ownership of the Potomac ProjetherStation View Project, or the use, occupanpgration or sale of the Potomac Project
or Station View Project, including those relatiogstibdivision control, zoning, building, use andwgancy, fire prevention, health, safety,
sanitation, handicapped access, historic preservatid protection, tidelands, wetlands, flood aanticcess and earth removal, interstate
sales and all Environmental Laws.

Reserve Percentag&or any Interest Period, that percentage whidpéified three (3) Business Days before the diast of such
Interest Period by the Board of Governors of
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the Federal Reserve System (or any successoryather governmental or quasi-governmental authevith jurisdiction over Agent or any
Lender for determining the maximum reserve requéineinfincluding, but not limited to, any marginaseeve requirement) for Agent or any
Lender with respect to liabilities constitutingafincluding (among other liabilities) Eurocurren@pilities in an amount equal to that port
of the Loan affected by such Interest Period antti wimaturity equal to such Interest Period.

Salable Inventory The total amount of unsold Potomac Units on aggfoot basis.

SEC. The federal Securities and Exchange Commission.

Security DocumentsCollectively, the Guaranty, the Mortgage, thedmhity Agreement, the Assignment of Interests, the
Assignment of Sales Contracts and Deposits, UCi@ah€ing statements and any further collateraassents to the Agent for the benefit of
the Lenders.

Single Purpose EntitySee §7.14(b).

S&P . Standard & Poor’s Ratings Group.
Station View. As defined in the preamble hereto.

Station View Loans The portion of the loans used to refinance engsiindebtedness secured by the Station View Project

Station View Project A 7.4 acre parcel of land in Ashburn, Virginiawhich Station View intends to construct a residgnt
community consisting of forty-seven (47) fee simm@sidential townhomes.

Subsidiary. For any Person, any corporation, partnershigtdigniability company or other entity of which lagst a majority of
the securities or other ownership interests halinthe terms thereof ordinary voting power to ekeatajority of the board of directors or
other persons performing similar functions of saolporation, partnership, limited liability compaay other entity (without regard to the
occurrence of any contingency) is at the time diyear indirectly owned or controlled by such Persm one or more Subsidiaries of such
Person or by such Person and one or more Subssliaffisuch Person, and shall include all Persaadhounts of which are consolidated
with those of such Person pursuant to GAAP.

Survey. An instrument survey of the Mortgaged Propergpared by a registered land surveyor which shallvaiie location of
all buildings, structures, easements and utilitgdi on such property, shall be sufficient to remtxeestandard survey exception from the Title
Policy, shall show that all buildings and structuage within the lot lines of the Mortgaged Propentd shall not show any encroachments by
others (or to the extent any encroachments arersheweh encroachments shall be acceptable to teatAg its reasonable discretion), shall
show rights of way, adjoining sites, establish dinig lines and street lines, the distance to amdesaof the nearest intersecting streets and
such other details as the Agent may reasonablyiresqand shall show whether or not the MortgagezpBrty is located in a flood
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hazard district as established by the Federal EemesgManagement Agency or any successor agensylacated in any flood plain, flood
hazard or wetland protection district establishedar federal, state or local law and shall othezwvbie in form and substance reasonably
satisfactory to the Agent.

Surveyor Certification With respect to the Mortgaged Property, a cedtt executed by the surveyor who prepared thee$urv
with respect thereto, dated as of a recent dateamigining such information relating to such phesethe Agent or the Title Insurance
Company may reasonably require, such certificatietoeasonably satisfactory to the Agent in form smbstance.

Taking. The taking or appropriation (including by deediéu of condemnation) of any Mortgaged Propertyamy part thereof or
interest therein, whether permanently or tempaorafidr public or quasi-public use under the poweeminent domain, by reason of any
public improvement or condemnation proceedingnany other manner or any damage or injury or ditidm in value through
condemnation, inverse condemnation or other exeafithe power of eminent domain.

Title Insurance Companylawyers Title Insurance Company and/or any otitlerinsurance company or companies approved by
the Agent and the Borrowers.

Title Policy . With respect to the Mortgaged Property, an ALTaénslard form title insurance policy (or, if suchirfois not
available, an equivalent, legally promulgated fahmortgagee title insurance policy reasonably ptadge to the Agent) issued by a Title
Insurance Company (with such reinsurance as thetAgay reasonably requirany such reinsurance to be with direct access sadmnts t
the extent available under applicable law) in aman as the Agent may reasonably require based tingofair market value of the applicable
Mortgaged Property insuring the priority of the Myage thereon and that a Borrower holds markefablsimple title to such parcel, subject
only to the encumbrances acceptable to Agent ire@sonable discretion and which shall not corgtandard exceptions for mechanics liens,
persons in occupancy or matters which would be shimwa survey, shall not insure over any matteepkto the extent that any such
affirmative insurance is acceptable to the Ageritsimeasonable discretion, and shall contain siclorsements and affirmative insurance as
the Agent may reasonably require and is availabtbe State in which the Mortgaged Property istieda

Total Commitment The sum of the Commitments of the Lenders, &ffact from time to time.

Transfer. See §5.4.
Type. As to any Loan, its nature as a Base Rate LoanLdBOR Rate Loan.
Unit or Units. Any or all of the Potomac Units.
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§1.2 Rules of Interpretation

(a) A reference to any document or agreement si@iide such document or agreement as amendedfietbdi supplemented
from time to time in accordance with its terms émelterms of this Agreement.

(b) The singular includes the plural and the plimeludes the singular.
(c) A reference to any law includes any amendmemadification of such law.
(d) A reference to any Person includes its peruhisteccessors and permitted assigns.

(e) Accounting terms not otherwise defined hergimenthe meanings assigned to them by GAAP applieal @nsistent basis by
the accounting entity to which they refer.

(f) The words “include”, “includes” and “includingdre not limiting.

(g) The words “approval” and “approveds the context requires, means an approval inngrgiven to the party seeking appra
after full and fair disclosure to the party giviagproval of all material facts necessary in ordetedtermine whether approval should be
granted.

(h) All terms not specifically defined herein or ®AAP, which terms are defined in the Uniform Comoig Code as in effect in
the Commonwealth of Virginia, have the meaningsassl to them therein.

(i) Reference to a particular “8”, refers to thaton of this Agreement unless otherwise indicated

()) The words “herein”, “hereof”, “hereunder” andvds of like import shall refer to this Agreemestawhole and not to any
particular section or subdivision of this Agreement

82. THE LOAN FACILITIES.
§2.1 Loans
(a) Subject to the terms and conditions set fortthis Agreement, each of the Lenders severallgesgto lend to Borrowers on the

Closing Date, and Borrowers agree to borrow orGlesing Date, such LendsrLoan Commitment Percentage of the total Loan Cibmemt
(except the portion allocated to the Interest Hatrtky which shall be advanced as provided in §9(a)).

(b) The Loans shall be evidenced by notes of thedBeers in substantially the form of Exhibitifereto (collectively, the “Note¥”
dated of even date with this Agreement (exceptlasraise provided in §18.3) and completed with appate insertions. One Note shall be
payable to the order of each Lender in the prin@paount equal to such Lender’s Loan
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Commitment, respectively, or, if less, the outstagédimount of all Loans made by such Lender, pitexést accrued thereon, as set forth
below. The Borrowers irrevocably authorize Agentrtake or cause to be made, at or about the tintteedbrawdown Date of any Loan or t
time of receipt of any payment of principal theresnf appropriate notation on Agent’'s Record reithgcthe making of such Loan or (as the
case may be) the receipt of such payment. Theamdstg amount of the Loans set forth on Agent'sdR@shall be prim#acie evidence of

the principal amount thereof owing and unpaid tchdaender, but the failure to record, or any emaso recording, any such amount on
Agent’s Record shall not limit or otherwise aff#ug obligations of the Borrowers hereunder or urssigr Note to make payments of principal
of or interest on any Note when due.

§2.2 Interest on Loans

(a) Each Base Rate Loan shall bear interest fop¢he®d commencing with the Drawdown Date therewf anding on the date on
which such Base Rate Loan is repaid or convertedltiBOR Rate Loan at the rate per annum equdidstm of the Base Rate plus one and
one-half percent (1.5%).

(b) Each LIBOR Rate Loan shall bear interest ferperiod commencing with the Drawdown Date theeswf ending on the last
day of each Interest Period with respect theretheatate per annum equal to the sum of LIBOR datexd for such Interest Period plus four
percent (4%).

(c) Borrowers promise to pay interest on the Ldareerears on each Interest Payment Date with ot$pereto.
(d) Base Rate Loans and LIBOR Rate Loans may beertad to Loans of the other Type as provided i1 84

8§2.3 Requests for Loan#\ Borrower shall give to the Agent written notieeecuted by an Authorized Officer of such Borroivethe
form of Exhibit Bhereto (or telephonic notice confirmed in writimgthe form of Exhibit Bhereto) of each Loan requested hereunder
(including a request for a disbursement from tterkst Holdback) (a “Loan Request”) by 11:00 a@leyeland time) one (1) Business Day
prior to the proposed Drawdown Date with respe®ase Rate Loans and two (2) Business Days prittree@roposed Drawdown Date with
respect to LIBOR Rate Loans. Each such notice shakify with respect to the requested Loan, tep@sed principal amount of such Loan,
the Type of Loan, the initial Interest Period (pidicable) for such Loan and the Drawdown Date nifrity upon receipt of any such notice,
the Agent shall notify each of the Lenders ther&aich such Loan Request shall be irrevocable amtirtgy on such Borrower and shall
obligate such Borrower to accept the Loan requested the Lenders on the proposed Drawdown DaterdBhall be no more than six
(6) LIBOR Rate Loans outstanding at any one timawithstanding anything herein to the contrary, ders shall not be required to advance
any Loans if such advance would cause the Loaratae/Ratio to exceed the thresholds permitted uga.

16



§2.4 Funds for Loans

(a) Not later than 1:00 p.m. (Cleveland time) oa plnoposed Drawdown Date of any Loans, each dfénelers will make
available to the Agent, at the Agent’s Head Offioe@mmediately available funds, the amount of suehder’'s Loan Commitment or Loan
Commitment Percentage, as applicable, of the anmafuthe requested Loan which may be disbursed pntso §2.1 or §9. Upon receipt fr
each Lender of such amount, and upon receipt adlceaments required by 810 and 811, as applicahkkthe satisfaction of the other
conditions set forth therein, to the extent apflieathe Agent will make available to a Borrower f@the Agent for the benefit of the Lend
with respect to disbursements from the Holdbackshe payment of interest) the aggregate amousticfi Loans made available to the Ac
by the Lenders by crediting such amount to the wmatof a Borrower maintained at the Agent’s Heatic®f

(b) Unless the Agent shall have been notified bylaender prior to the applicable Drawdown Date thath Lender will not make
available to Agent such Lender's Commitment Peagabf a proposed Loan, Agent may in its discresissume that such Lender has made
such Loan available to Agent in accordance withpiteerisions of this Agreement and the Agent mait, éhooses, in reliance upon such
assumption make such Loan available to a Borrowto(the Agent for the benefit of the Lenders wikpect to disbursements from the
Holdbacks for the payment of interest), and suahdee shall be liable to the Agent for the amoungwath advance. If such Lender does not
pay such corresponding amount upon the Agent’s ddrttgerefor, the Agent will promptly notify the Bowers, and the Borrowers shall
promptly pay such corresponding amount to the Agenalvided, however, such obligation of Borrowenalsbe deemed satisfied if Agent’s
demand is not made to, Borrowers within five (5pBiess Days following the applicable Drawdown Datee Agent shall also be entitled to
recover from the Lender or the Borrowers, as tlse caay be, interest on such corresponding amouespect of each day from the date such
corresponding amount was made available by the ttgethe Borrowers to the date such correspondinguat is recovered by the Agent at a
per annum rate equal to (i) from the Borrowerdatdpplicable rate for such Loan or (ii) from a lenat the Federal Funds Effective Rate.

§2.5 Use of Proceedd he Borrowers will use the proceeds of the Laafollows: solely to (i) pay closing costs in cention with this
Agreement, (ii) refinance existing indebtednessiset by the Station View Project, (iii) refinancdsting indebtedness secured by the
Potomac Project, (iv) fund interest due on the Ispgw) fund to Potomac for the repurchase by Guaraf the CHCI Subordinate Notes the
amount identified on the Loan settlement staterferduch purpose, and (vi) the remainder not sjpadij used by the foregoing item
(v) shall be available for general working cappiatposes. The Borrowers and Guarantor each reprasdrwarrant that the amounts
advanced or to be advanced under the Notes andslazargreater than $5,000.00 and are being madlesasaty in connection with loans
made for business or investment purposes withimtbaning and intent of Section 6.1-330.75 of thdeCaf Virginia (1950), as amended.

§2.6_Remargining Borrowers will not at any time permit the ratib(a) the Outstanding Loans as of such date tth@ghggregate
Appraised Value as of such date (such ratio, theatito Value Ratio”) to exceed seventy-two per¢éa®s); provided, however, from and
after December 31, 2008, such Loan to Value Ratig not exceed seventy percent (70%) at any timeoB@rs acknowledge that in the
event that following the receipt of a new
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Appraisal Agent determines that the Outstandingnsda greater than seventy percent (70%) of theeggde Appraised Value, the
Outstanding Loans shall be reduced such that thst@ing Loans does not exceed seventy perce)(@Dthe aggregate Appraised Value,
and Borrowers shall within thirty (30) days of matifrom Agent pay to Agent as a prepayment of thanis (to be applied pro rata among the
Potomac Loan and the Station View Loan) such amasiiig necessary so that the sum of the Outstahdiags does not exceed seventy
percent (70%) of the aggregate Appraised ValuthdBorrowers fail to remargin the Loan within subhity (30) day period, then Borrowers
shall have an additional sixty (60) days to maleréquired prepayment hereunder so long as Boreoarerdiligently and continuously
attempting to cure such Default. The Agent on Hedfahe Banks shall have the right to obtain friime to time, at the Borrowers’ cost and
expense, updated Appraisals of the Project whidhbwiordered by the Agent, providétat so long as no Default or Event of Default khal
have occurred and be continuing, the Borrowerd sin be obligated to pay for the costs and expsrassociated with one such Appraisal
during any twelve (12) month period prior to theweence of the Maturity Date. The reasonable dcwiaof-pocket costs and expenses
incurred by the Agent in obtaining such Appraisdlall be paid by the Borrowers forthwith upon bijior request by the Agent for
reimbursement therefor. Notwithstanding the foragpprovidecho Event of Default has occurred and is continuihgn Agent shall not

have the right to obtain an updated Appraisal paddecember 31, 2008; provided, further, howelat in the event Agent determines in its
reasonable discretion that Potomac Units are nioggender contract or are not being released putdoa85.2 at a frequency and sales price
that would support the mandatory prepayments reduly 83.3, then Agent shall have the right to iobéa Appraisal of the Potomac Project
as of December 31, 2008 at the Borrowers’ expense.

§2.7 Reborrowing for Purposes of Paying Interdébtwithstanding anything herein to the contragrrowers may reborrow (and repay
and reborrow) from time to time between the Clodhage and the Maturity Date funds not to exceedatheunt in the Interest Holdback frc
the Interest Holdback at such time as the Intétdesiback is fully funded pursuant to 85.2(d)(iijofBowers may only reborrow such amounts
for the purpose of paying interest on the Loans.

§2.8 Revolving Credit FacilityProvided that no Default or Event of Default $halve occurred and be continuing, on the datéatad
Outstanding Loans reduce to $30,000,000, Borroweg give written notice to the Agent within thity0) days of the Outstanding Loans
reducing to $30,000,000 that Borrowers desire tdifpdhis Agreement to permit reborrowings. Borroeand Agent agree to enter into
good-faith discussions regarding a modificationhid Agreement and the other Loan Documents pangiteborrowings for projects other
than the Potomac Project and Station View Projadtestablishing a borrowing base pursuant to sochmdents and terms as are satisfactory
to Borrowers, Agent and the Lenders in their siderétion. Additionally, inclusion of any new projs as Collateral shall be at the sole
discretion of Agent and the Lenders.
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83. REPAYMENT OF THE LOANS

§3.1 Stated Maturity Borrowers promise to pay on the Maturity Date Hrete shall become absolutely due and payablae@Maturity
Date all of the Loans outstanding on such datesttay with any and all accrued and unpaid inteteseon.

§3.2 Optional Prepayment8orrowers shall have the right, at their electilmnprepay the outstanding amount of the Loana, \&hole
or in part, at any time without penalty or premiymovided, that if any prepayment of the outstanding amatisiny LIBOR Rate Loans
pursuant to this 83.2 is made on a date that isheolast day of the Interest Period relating tttgrsuch prepayment shall be accompanied by
the payment of any amounts due pursuant to 84Bordower shall give the Agent, no later than 10e0@. (Cleveland time) at least three
(3) days prior written notice of any prepaymentguamt to this §3.2, in each case specifying thpgsed date of prepayment of the Loans
the principal amount to be prepaid.

§3.3 Mandatory PrepaymentBeginning on March 31, 2009 and on each of Seip¢er80, 2009 and March 30, 2010, Potomac shall
immediately pay the amounts set forth.on Sched@®&&eto to the Agent for the respective accounth@tenders for application to the
outstanding principal balance of the Loans; prodjd®wever, Potomac shall receive a credit agaimgtamounts due pursuant to this §3.:
release proceeds paid to Agent pursuant to 85f@(dpplication to the outstanding principal bakawd the Potomac Loans, such credit to
carry over to subsequent prepayment dates.

§3.4 Partial Prepayment&xcept with respect to the sale of Units pursteu@5.2, each partial prepayment of the Loans uga8e shal
be in a minimum amount of $100,000.00 or an integualtiple of $50,000.00 in excess thereof, andlsfeaccompanied by the payment of
accrued interest on the principal prepaid to tite dapayment. Each partial payment under §3.23 §885.2 shall, in the absence of
instruction by the Borrowers, be applied firstle principal of Base Rate Loans of such Borrowed, then to the principal of LIBOR Rate
Loans of such Borrower. Each partial payment ug8e?(d) or 85.2(e) shall reduce the outstandinggipal balance of the Potomac Loans or
Station View Loans, respectively.

83.5 Effect of PrepaymentsAmounts of the Loans prepaid prior to the Matubiate may not be reborrowed, except as expressly
permitted in §2.7 of this Agreement.

84. CERTAIN GENERAL PROVISIONS
§4.1 Conversion Options

(a) The Borrowers may elect from time to time towert any of their respective outstanding Loana taan of another Type and
such Loans shall thereafter bear interest as a RateLoan or a LIBOR Rate Loan, as applicableyigied that (i) with respect to any such
conversion of a LIBOR Rate Loan to a Base Rate |Ladorrower shall give the Agent at least oneBd3iness Day’s prior written notice of
such election, and such conversion shall only béenuan the last day of the Interest Period witheesfo such LIBOR Rate Loan; (ii) with
respect to any such conversion of a Base Rate taoa IBOR Rate Loan, a Borrower shall give the Aat least two (2) LIBOR Business
Days’ prior written notice of such election and th&erest Period requested for such Loan, the jr@h@mount of the Loan so converted
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shall be in a minimum aggregate amount of $100@D6r an integral multiple of $50,000.00 in excéwseof and, after giving effect to the
making of such Loan, there shall be no more thari&iLIBOR Rate Loans outstanding at any one tiaxg (iii) no Loan may be converted
into a LIBOR Rate Loan when any Default or Evenbeffault has occurred and is continuing. All or giayt of the outstanding Loans of any
Type may be converted as provided herein, provilatino partial conversion shall result in a BaaéeR_oan in a principal amount of less
than $100,000.00 or an integral multiple of $50,000r a LIBOR Rate Loan in a principal amountexfd than $100,000.00 or an integral
multiple of $50,000.00. On the date on which sumhversion is being made, each Lender shall takle aciion as is necessary to transfer its
Commitment Percentage of such Loans to its Domesticling Office or its LIBOR Lending Office, as thase may be. Each
Conversion/Continuation Request relating to theveosion of a Base Rate Loan to a LIBOR Rate Loatl §le irrevocable by the Borrowers.

(b) Any LIBOR Rate Loan may be continued as sucpelypon the expiration of an Interest Period wétbpect thereto by
compliance by a Borrower with the terms of §4.videdthat no LIBOR Rate Loan may be continued as sudatrveny Default or Event of
Default has occurred and is continuing, but shalhbtomatically converted to a Base Rate Loan efetst day of the Interest Period relating
thereto ending during the continuance of any DéfauEvent of Default.

(c) In the event that a Borrower does not notify ftgent of its election hereunder with respectrip Al BOR Rate Loan, such
Loan shall be automatically converted to a Base Raan at the end of the applicable Interest Period

84.2 Closing FeeThe Borrowers agree to pay to KeyBank certais fee services rendered or to be rendered in cdimmewith the
Loans as provided pursuant to an Agreement Regafethes dated as of even date herewith betweenaimeviders and KeyBank (the
“Agreement Regarding Fees”). All such fees shaliully earned when paid and nonrefundable underccymstances.

84.3 [Intentionally omitted]

84.4 Funds for Payments

(a) All payments of principal, interest, facilitgds, Agent’s fees, closing fees and any other ataalue hereunder or under any of
the other Loan Documents shall be made to the Adenthe respective accounts of the Lenders aaditient, as the case may be, at the
Agent’s Head Office, not later than 2:00 p.m. (Glewmd time) on the day when due, in each casenifulanoney of the United States in
immediately available funds. The Agent is herebtharized to charge the accounts of the Borroweth weyBank, on the dates when the
amount thereof shall become due and payable, hittatmounts of the principal of and interest onlLtb@ns and all fees, charges, expenses
and other amounts owing to the Agent and/or theleesiunder the Loan Documents. Subject to the énggall payments made to Agent on
behalf of the Lenders, and actually received byrgshall be deemed received by the Lenders odateactually received by Agent.
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(b) All payments by the Borrowers hereunder andenraahy of the other Loan Documents shall be madteowt setoff or
counterclaim and free and clear of and without dédu for any taxes, levies, imposts, duties, chardees, deductions, withholdings,
compulsory loans, restrictions or conditions of aayure now or hereafter imposed or levied by amggliction or any political subdivision
thereof or taxing or other authority therein unléssBorrowers are compelled by law to make suchudiéon or withholding. If any such
obligation is imposed upon the Borrowers with respe any amount payable by it hereunder or undgrod the other Loan Documents, the
Borrowers will pay to the Agent, for the accountloé Lenders or (as the case may be) the Agenheodate on which such amount is due
payable hereunder or under such other Loan Docurseci additional amount in Dollars as shall beessary to enable the Lenders or the
Agent to receive the same net amount which the &enadr the Agent would have received on such dtelted no such obligation been
imposed upon the Borrowers. The Borrowers will\dalipromptly to the Agent certificates or otheridalouchers for all taxes or other
charges deducted from or paid with respect to paysmaade by the Borrowers hereunder or under dmwr dfoan Document.

(c) Each Lender organized under the laws of adigi®n outside the United States, if requestedriting by the Borrowers (but
only so long as such Lender remains lawfully abldd so), shall provide the Borrowers with suchydaecuted form(s) or statement(s)
which may, from time to time, be prescribed by &wd, which, pursuant to applicable provisions pafi income tax treaty between the
United States and the country of residence of &uctder, (ii) the Code, or (iii) any applicable rsiler regulations in effect under (i) or
(il) above, indicates the withholding status offslender; providedhat nothing herein (including without limitatiohe failure or inability to
provide such form or statement) shall relieve tloer@vers of their obligations under 84.4(b). In gwent that the Borrowers shall have
delivered the certificates or vouchers describexalior any payments made by the Borrowers and kenber receives a refund of any taxes
paid by the Borrowers pursuant to §4.4(b), suchdeenvill pay to the Borrowers the amount of sudiumd promptly upon receipt thereof;
providedthat if at any time thereafter such Lender is regflito return such refund, the Borrowers shall grtbprepay to such Lender the
amount of such refund.

84.5 ComputationsAll computations of interest on the Loans anathier fees to the extent applicable shall be basel 360 day year
and paid for the actual number of days elapsedejibas otherwise provided in the definition of thiem “Interest Period” with respect to
LIBOR Rate Loans, whenever a payment hereundenaderany of the other Loan Documents becomes dw@eday that is not a Business
Day, the due date for such payment shall be extetalthe next succeeding Business Day, and intshedt accrue during such extension.
Outstanding Loans as reflected on the recordseoRAtdent from time to time shall be considered prfae evidence of such amount absent
manifest error.

84.6 _Suspension of LIBOR Rate Loarls the event that, prior to the commencemenngflaterest Period relating to any LIBOR Rate
Loan, the Agent shall determine that adequate easlnable methods do not exist for ascertainingdRBor such Interest Period, or the
Agent shall reasonably determine that LIBOR wilt aocurately and fairly reflect the cost of the ders making or maintaining LIBOR Rate
Loans for such Interest Period, the Agent shathfeith give notice of such determination (which lsba conclusive and binding on the
Borrowers and the Lenders absent manifest errdije®orrowers and the Lenders. In such
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event (a) any Loan Request with respect to a LIBRRe Loan shall be automatically withdrawn andIdteldeemed a request for a Base
Rate Loan and (b) each LIBOR Rate Loan will autacadiy, on the last day of the then current Intefsriod applicable thereto, become a
Base Rate Loan, and the obligations of the Lenibensake LIBOR Rate Loans shall be suspended ungtibigent determines that the
circumstances giving rise to such suspension ngeloaxist, whereupon the Agent shall so notifyBloerowers and the Lenders.

84.7 lllegality. Notwithstanding any other provisions herein,nf gresent or future law, regulation, treaty oediive or the
interpretation or application thereof shall makeritawful, or any central bank or other governmkatghority having jurisdiction over a
Lender or its LIBOR Lending Office shall asserttthias unlawful, for any Lender to make or maim&ilBOR Rate Loans, such Lender shall
forthwith give notice of such circumstances to Agent and the Borrowers and thereupon (a) the comenit of the Lenders to make LIBOR
Rate Loans shall forthwith be suspended and (b).HB®R Rate Loans then outstanding shall be coedeaitomatically to Base Rate Loans
on the last day of each Interest Period applicabiich LIBOR Rate Loans or within such earlierigebias may be required by law.
Notwithstanding the foregoing, before giving sudtice, the applicable Lender shall designate @ufit lending office if such designati
will void the need for giving such notice and wibht, in the judgment of such Lender, be otherwisg¢emially disadvantageous to such Lender
or increase any costs payable by Borrowers hereunde

84.8 Additional InterestIf any LIBOR Rate Loan or any portion thereofépaid or is converted to a Base Rate Loan forraagon on
a date which is prior to the last day of the Intéfeeriod applicable to such LIBOR Rate Loan, oeffayment of the Loans has been
accelerated as provided in §12.1, a Borrower vaill to the Agent upon demand for the account ofigicable Lenders in accordance with
their respective Commitment Percentages, in additcany amounts of interest otherwise payableungeter, the Breakage Costs. Borrowers
understand, agree and acknowledge the followingrq(iLender has any obligation to purchase, sellammatch funds in connection with the
use of LIBOR as a basis for calculating the ratetgfrest on a LIBOR Rate Loan; (ii) LIBOR is usedrely as a reference in determining
such rate; and (iii) Borrowers have accepted LIB&3R reasonable and fair basis for calculating satehand any Breakage Costs. Borrowers
further agree to pay the Breakage Costs, if angtidr or not a Lender elects to purchase, selbamdatch funds.

84.9 Additional Costs, EtcNotwithstanding anything herein to the contrafrany present or future applicable law, which egsion, a
used herein, includes statutes, rules and regokatltereunder and interpretations thereof by anypetent court or by any governmental or
other regulatory body or official charged with g@ministration or the interpretation thereof anguests, directives, instructions and notices
at any time or from time to time hereafter maderupootherwise issued to any Lender or the Agerdrycentral bank or other fiscal,
monetary or other authority (whether or not hawimg force of law), shall:

(a) subject any Lender or the Agent to any taxy l@wpost, duty, charge, fee, deduction or withiradof any nature with respect
to this Agreement, the other Loan Documents, swaider’'s Commitment or the Loans (other than taxsed upon or measured by the gross
receipts, income or profits of such Lender or tlge#t or its franchise tax), or
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(b) materially change the basis of taxation (exéepthanges in taxes on gross receipts, inconpeddits or its franchise tax) of
payments to any Lender of the principal of or thiteriest on any Loans or any other amounts payaladey Lender under this Agreement or
the other Loan Documents, or

(c) impose or increase or render applicable angiapdeposit, reserve, assessment, liquidity, edpilequacy or other similar
requirements (whether or not having the force wfdad which are not already reflected in any amepal/able by Borrowers hereunder)
against assets held by, or deposits in or for titeunt of, or loans by, or commitments of an offi€@any Lender, or

(d) impose on any Lender or the Agent any otheditmms or requirements with respect to this Agreamthe other Loan
Documents, the Loans, such Lender's Commitmenhygrcéass of loans or commitments of which any efltkans or such Lender’'s
Commitment forms a part; and the result of anyhefforegoing is:

(i) to increase the cost to any Lender of makingding, issuing, renewing, extending or maintairang of the Loans or
such Lender’s Commitment, or

(i) to reduce the amount of principal, interesotiter amount payable to any Lender or the Agerguraler on account of
such Lender's Commitment or any of the Loans, or

(iii) to require any Lender or the Agent to make @ayment or to forego any interest or other sugapke hereunder, the
amount of which payment or foregone interest oepum is calculated by reference to the gross atraftany sum receivable or deemed
received by such Lender or the Agent from the Beens hereunder,

then, and in each such case, the Borrowers withiwfifteen (15) days of demand made by such Lendéas the case may be) the Agent at
any time and from time to time and as often awtwsion therefor may arise, pay to such Lenddre@Agent such additional amounts as
such Lender or the Agent shall determine in godti ta be sufficient to compensate such LendeherAgent for such additional cost,
reduction, payment or foregone interest or other.deach Lender and the Agent in determining sucbuants may use any reasonable
averaging and attribution methods generally apgdigduch Lender or the Agent.

84.10 Capital Adequacyif after the date hereof any Lender determinas () the adoption of or change in any law, rtdgulation or
guideline regarding capital requirements for bamkbank holding companies or any change in thepnéation or application thereof by any
governmental authority charged with the adminigirathereof, or (b) compliance by such Lender @pirent bank holding company with
guideline, request or directive of any such engtyarding capital adequacy (whether or not haviiegforce of law), has the effect of reducing
the return on such Lender’s or such holding comfgacgpital as a consequence of such Lender’'s camenit to make Loans hereunder to a
level below that which such Lender or holding compeould have achieved but for such adoption, changompliance (taking into
consideration such Lender’s or such holding comjsatiyen existing policies with respect to capitdéquacy and assuming the full utilization
of such entity’s capital) by any amount
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deemed by such Lender to be material, then suctidrenay notify the Borrowers thereof. The Borrowagsee to pay to such Lender the

amount of such reduction in the return on cap#eahiad when such reduction is determined, upon pt&sen by such Lender of a statemer
the amount setting forth the Lender’s calculatiogréof. In determining such amount, such Lender nsayany reasonable averaging and

attribution methods generally applied by such Lende

84.11 Breakage Cost8orrowers shall pay all Breakage Costs requiodokt paid by them pursuant to this Agreement aadkried frorr
time to time by any Lender upon demand within &fig15) days from receipt of written notice fromehg, or such earlier date as may be
required by this Agreement.

84.12 Default Interest; Late ChargEollowing the occurrence and during the contirmgaof any Event of Default, and regardless of
whether or not the Agent or the Lenders shall teneelerated the maturity of the Loans, all Loaradlddear interest payable on demand at a
rate per annum equal to six percent (6.0%) abov®tse Rate (the “Default Rate”), until such amalnal be paid in full (after as well as
before judgment), or if such amount shall exceedntlaximum rate permitted by law, then at the maxmnate permitted by law. In addition,
Borrowers shall pay a late charge equal to foucgmar(4.0%) of any amount of interest and/or ppatpayable on the Loans to it or any o
amounts payable hereunder or under the other Lamuments, which is not paid by the Borrowers wittein (10) days of the date when due.

84.13 Certificate A certificate setting forth any amounts payahlespant to §4.8, 84.9, §4.10, 84.11 or 84.12 arehsonably detailed
explanation of such amounts which are due, subthityeany Lender or the Agent to the Borrowers, Idhalconclusive in the absence of
manifest error.

84.14 Limitation on InterestNotwithstanding anything in this Agreement or tiker Loan Documents to the contrary, all agredsen
between or among the Borrowers, the Guarantot, ¢nelers and the Agent, whether now existing ordfége arising and whether written or
oral, are hereby limited so that in no contingenalyether by reason of acceleration of the matwfitgny of the Obligations or otherwise,
shall the interest contracted for, charged or xexxkby the Lenders exceed the maximum amount peitésunder applicable law. If, from
any circumstance whatsoever, interest would ottele payable to the Lenders in excess of the nuamitawful amount, the interest
payable to the Lenders shall be reduced to thermaxi amount permitted under applicable law; andoifrf any circumstance the Lenders
shall ever receive anything of value deemed intdagspplicable law in excess of the maximum laveiount, an amount equal to any
excessive interest shall be applied to the rednaifdhe principal balance of the Obligations amdhie payment of interest or, if such
excessive interest exceeds the unpaid balancenafjpal of the Obligations, such excess shall ienged to the Borrowers. All interest paid
or agreed to be paid to the Lenders shall, to xtené permitted by applicable law, be amortizedyated, allocated and spread throughout the
full period until payment in full of the principalf the Obligations (including the period of any earal or extension thereof) so that the inte
thereon for such full period shall not exceed tlaxiimum amount permitted by applicable law. Thist®acshall control all agreements
between or among the Borrowers, the Guarantod, ¢éinelers and the Agent.
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84.15 Certain Provisions Relating to Increased £d$t Lender gives notice of the existence ofelieumstances set forth in §4.7 or
any Lender requests compensation for any lossessts to be reimbursed pursuant to any one or ofdie provisions of 84.9 or 84.10, th
upon request of Borrowers, such Lender, as appécaball use reasonable efforts in a manner cemtis/ith such institution’s practice in
connection with loans like the Loan of such Lentdegliminate, mitigate or reduce amounts that wailterwise be payable by Borrowers
under the foregoing provisions, providindt such action would not be otherwise prejudimauch Lender, including, without limitation, by
designating another of such Lender’s offices, bnasoor affiliates; the Borrowers agreeing to payessonably incurred costs and expenses
incurred by such Lender in connection with any saction. Notwithstanding anything to the contraoptained herein, if no Default or Event
of Default shall have occurred and be continuimgl iiany Lender has given notice of the existewftine circumstances set forth in 84.7 or
has requested payment or compensation for anydasseosts to be reimbursed pursuant to any ongooe of the provisions of 84.9 or §4.10
(each, an “Affected Lender”), then, within thirtyQ)) days after such notice or request for paymenbmpensation, Borrowers shall have the
one-time right as to such Affected Lender to ba@sed by delivery of written notice delivered letAgent and the Affected Lender within
thirty (30) days of receipt of such notice to eliectause the Affected Lender to transfer its Commmant. The Agent shall promptly notify the
remaining Lenders that each of such Lenders shat Ithe right, but not the obligation, to acquigoation of the Commitment, pro rata ba
upon their relevant Commitment Percentages, oAffected Lender (or if any of such Lenders doesetlett to purchase its pro rata share,
then to such remaining Lenders in such proport®approved by the Agent). In the event that thedeemdo not elect to acquire all of the
Affected Lenders Commitment, then the Agent shall endeavor toiolatanew Lender to acquire such remaining Commitrigpon any suc
purchase of the Commitment of the Affected Lentler,Affected Lender’s interest in the Obligatiomsl ats rights hereunder and under the
Loan Documents shall terminate at the date of msehand the Affected Lender shall promptly exealitdocuments reasonably requeste
surrender and transfer such interest. The purghése for the Affected Lendes’Commitment shall equal any and all amounts audétg ant
owed by Borrowers to the Affected Lender, as apylie, including principal and all accrued and udpaierest or fees.

85. COLLATERAL SECURITY.

85.1 Collateral The Obligations shall be secured by a perfedtstigriority lien and security interest to be hblgdthe Agent for the
benefit of the Lenders in the Collateral pursuarthe Security Documents.

85.2 Release of Mortgaged ProperBrovided no Default or Event of Default shall @accurred hereunder and be continuing (or w
exist immediately after giving effect to the tracisans contemplated by this 85.2), the Agent stedlase a Unit or Units included in the
Mortgaged Property to be conveyed pursuant to alaise Contract from the lien or security titlehwf Security Documents encumbering the
same upon the request of a Borrower subject taigod the following terms and conditions:

(a) such Borrower shall deliver to the Agent writteotice of its desire to obtain such release ter than three (3) Business Days
prior to the date on which such release is to ferefd. Such request shall be accompanied by aaioine sales contract, closing statement
and any related documents reasonably requestdtebygent;
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(b) all release documents to be executed by thet’gjall be in form and substance reasonably aatisfy to the Agent;

(c) Borrowers shall pay all reasonable costs apeeses of the Agent in connection with such reldastiding without
limitation, reasonable attorney’s fees;

(d) with respect to the Potomac Units, Potomacl slaaise the settlement agent to contemporaneoutiyeach sale of a Unit pay
to the Agent for the account of the Lenders an arhequal to one hundred percent (100%), as mayljostad below in this §5.2(d), of the
Net Sales Proceeds for such Potomac Unit, whicmpay shall be applied by Agent as folloy

(i) First, to reduce the Outstanding Potomac Laeprovided in §3.4 in an amount equal to one hedhtlen percent
(110%) of the portion of the Potomac Loans allodatesuch Potomac Unit on a square foot basistdsrtle on Schedule 5.Bereto
multiplied by the square footage of such Potomait tdrbe released,;

(if) Second, any remaining Net Sales Proceeds bhalpplied as a prepayment of the Potomac Loarnanebse the
Interest Holdback to an amount not greater thaersend one-half percent (7.5%) of the total amofitihte Potomac Loans which may be
borrowed by Potomac (including the Interest Hold®dac

(iii) Third, any remaining Net Sales Proceeds shallsed to reduce the outstanding principal balafthe Potomac Loa
as provided in 83.4.

Notwithstanding the foregoing, once the Interesididack reaches an amount equal to seven and ohperaént (7.5%) of the total
amount of the Potomac Loans which may be borroweldiomac (including the Interest Holdback), thes percentage of Net Sales
Proceeds to be applied by Agent pursuant to thid(8bshall decrease as the Outstanding PotomaasLjpar square foot of Salable Inventory
reduces as follows:

Percentage of Net Sales

Outstanding Potomac Loans per Square Foot of Salablinventory Proceeds Applied by Ager

Greater than or equal to $150. 100.(%
Greater than or equal to $100.00 but less than .80 65.(%
Less than $100.C 50.(%

(e) Intentionally Omitted;

(f) in no event shall Agent release a Unit if felimg such sale portions of the remaining MortgaBeaberty (i) shall be without
access to a public street over remaining Mortgd&yegerty or over a perpetual easement for ingnedsgress, or (ii) shall no longer be
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able to tap into, connect with, utilize or maintalhutilities necessary to serve such portionthefMortgaged Property, to the extent
applicable, including without limitation, storm sekysanitary sewer, water, electricity and gageeibver remaining Mortgaged Property or
over a perpetual easement with respect thereto;

(9) prior to any sale hereunder, such Borrowerldtale taken such actions as may be required teecte portion of the
Mortgaged Property to be sold to be taxed sepgratmh the remaining portion of the Mortgaged Pmbype

(h) both the portion of the Mortgaged Property ¢osbld and any improvements thereon and the Mosth&goperty remaining
after such sale and any improvements thereon wilhicompliance with all zoning laws, building cadparking laws and regulations,
subdivision laws or approvals, set-back lines gr@her governmental regulation, requirement oeagrent, including, without limitation,
environmental laws, and any recorded covenantglittons or restrictions; and

(i) the sale of such property shall not cause aoiyd@ver to be in violation of or result in a breagfder any other agreement or
instrument by which it or any portion of the Mortgsa Property is bound.

85.3 Release of CollateraUpon the refinancing or repayment of the Obligiagiin full, then the Agent shall release the Qeital from
the lien and security interest of the Security Dueuts. Notwithstanding the foregoing, provided reddilt or Event of Default shall have
occurred hereunder and be continuing (or wouldtéximediately after giving effect to the transansacontemplated by this §85.3), upon the
bulk sale of the Station View Project, Agent shelease the Station View Project from the lien secdurity interests of the Security
Documents upon a payment of the sum of $2,820,8@0mepayment of principal, plasy amounts drawn under the Interest Holdback w
are allocable to the Station View Loans; providealyever, in the event the Potomac Loans have baienmpfull, Borrowers shall be requir
to repay the Obligations in full to obtain a releads the Station View Project.

85.4 Sale of Mortgaged Property or Change in Boemw

(a) Borrowers acknowledge that the Lenders havenexad and relied on the creditworthiness and erpes of Borrowers in
agreeing to make the Loan, and that the Lenders &axalid interest in maintaining the value of khertgaged Property and the other
Collateral so as to ensure that should Borrowefaultein the repayment of the Loans, the Lendersreaover the Obligations by a sale of the
Collateral.

(b) Borrowers may not Transfer the Collateral (gaes permitted in 85.2, §7.12, or §8.4), nor allow Change in Ownership.

(c) A" Transfer” is defined as any sale, conveyance, assignmeemgadion, mortgage, hypothecation, encumbrancet gfamnlien
over or a security interest in, pledge or othemdfar of the Mortgaged Property, any other Colkdter any part thereof or interest therein,
whether voluntary or involuntary. Without limitirtge generality of the foregoing, a Transfer is deéno include: (i) an installment sales
agreement wherein a Borrower agrees to sell theddged Property or any part thereof for a prickegaid in installments; (ii) an
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agreement by a Borrower leasing all or any pathefMortgaged Property; or (iii) a sale, assignnwerdther transfer of, or the grant of a
security interest in, any Borrower’s right, titledhinterest in and to any rents, issues or profit: the Collateral.

(d) A “ Change in Ownershibshall occur (i) upon any transfer of any direcirdirect ownership or economic interests in any
Borrower or the creation of new or additional Eguitterests in any Borrower; or (ii) upon the adit change, removal, resignation or
transfer of a managing member, general partneinatas controlling person or entity of any Borrower

86. REPRESENTATIONS AND WARRANTIES
The Borrowers represent and warrant to the Agedittla@ Lenders as follows.

86.1 Corporate Authority, Etc

(a) Incorporation; Good Standindgcach of the Borrowers and the Guarantor (i)ésmoration, limited partnership, general
partnership, limited liability company or trust gldrganized under the laws of its State of orgdiinaand is validly existing and in good
standing under the laws thereof, (ii) has all retj@ipower to own its property and conduct its bess as now conducted and as presently
contemplated and (iii) is in good standing anduly dwuthorized to do business in the jurisdictidmene the Mortgaged Property is located (to
the extent required by applicable law) and in eattier jurisdiction where a failure to be so quatificould have a Material Adverse Effect.

(b) Authorization. The execution, delivery and performance of thige&ement and the other Loan Documents to which any
Borrower or the Guarantor is a party and the tretisas contemplated hereby and thereby (i) areimwitie authority of such Person, (ii) have
been duly authorized by all necessary proceedingb@ part of such Person, (iii) do not and wilt nonflict with or result in any breach or
contravention of any provision of law, statutegrat regulation to which such Person is subjeeingrjudgment, order, writ, injunction,
license or permit applicable to such Person, (evhdt and will not conflict with or constitute afdalt (whether with the passage of time or
giving of natice, or both) under any provision bétpartnership agreement, articles of incorporatiperating agreement or other charter
documents or bylaws of, or any agreement or otisriment binding upon, such Person or any ofriipgrties, (v) do not and will not result
in or require the imposition of any lien or oth@cambrance on any of the properties, assets asr@tsuch Person other than the liens and
encumbrances in favor of Agent contemplated byAlgiseement and the other Loan Documents, and ¢viat require the approval or
consent of any Person other than those alreadynebotand delivered to Agent.

(c) Enforceability. The execution and delivery of this Agreement tiredother Loan Documents to which any Borrowether t
Guarantor is a party are valid and legally binddjgations of such Person enforceable in accoreanth the respective terms and provisi
hereof and thereof, except as enforceability istéithby bankruptcy, insolvency, reorganization, atorium or other laws relating to or
affecting generally the enforcement of creditoights and general principles of equity.
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86.2 Governmental ApprovalsThe execution, delivery and performance of thiseement and the other Loan Documents to which the
Borrowers or the Guarantor is a party and the &ratitsns contemplated hereby and thereby do notnethe approval or consent of, or filing
or registration with, or the giving of any notiag ainy court, department, board, governmental agenauthority other than those already
obtained and the filing of the Security Documentthie appropriate records office with respect tteere

86.3 Financial Statement3he Borrowers have furnished to Agent: (a) thiameze sheet of each Borrower as of the Balancet$iste
certified by the chief financial or accounting offr of each Borrower, and (b) certain other finahiciformation relating to the Borrowers, the
Guarantor and the Mortgaged Property. Such balsineet and statements have been prepared in accerd#th GAAP and fairly present the
financial condition of each Person covered the@bgf such dates. There are no liabilities, coetimgr otherwise, of the Borrowers or
Guarantor involving material amounts not disclogesaid financial statements and the related niie®to.

86.4 No Material ChangesSince the Balance Sheet Date there has occuorethterially adverse change in the financial coodior
business of any Borrower or the Guarantor as stmwor reflected in the balance sheet of such Pasaf the Balance Sheet Date, other
than changes in the ordinary course of businesithee not and could not reasonably be expectbdue a Material Adverse Effect.

86.5 Franchises, Patents, Copyrights,.Hthe Borrowers possess all franchises, patengsyrights, trademarks, trade names, service
marks, licenses and permits, and rights in regpfettte foregoing, adequate for the conduct of thasiness substantially as now conducted
without known conflict with any rights of othersh& Mortgaged Property is not owned or operated uaidBy reference to any registered or
protected trademark, trade name, service markgar. lo

86.6 Litigation. Except as stated on Schedule 8lEere are no actions, suits, proceedings or tigag®ns of any kind pending or to the
knowledge of the Borrowers threatened against amyddver or the Guarantor before any court, tribuagbitrator, mediator or administrative
agency or board which question the validity of thggeement or any of the other Loan Documents,aantipn taken or to be taken pursuant
hereto or thereto or any lien, security title acwgéty interest created or intended to be createdyant hereto or thereto, or which if adversely
determined could reasonably be expected to havatarhl Adverse Effect or impair the right or atyilof such Person to carry on business
substantially as now conducted. Except as set fortBchedule 6.6there are no judgments, final orders or awardstanding against or
affecting any Borrower, the Guarantor or the Mogeegh Property.

86.7 No Material Adverse Contracts, Efdone of the Borrowers or the Guarantor is sulifgemny charter, corporate or other legal
restriction, or any judgment, decree, order, ruleegulation that has or is expected in the futarkave a Material Adverse Effect. None of
Borrowers or the Guarantor is a party to any cantba agreement that has or could reasonably becteg to have a Material Adverse Effect.
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§6.8 Compliance with Other Instruments, Laws, Bone of the Borrowers or the Guarantor is inafian of any provision of its
charter or other organizational documents, bylawgny agreement or instrument to which it is sctope by which it or any of its properties
is bound or any decree, order, judgment, staticiense, rule or regulation, in any of the foregatiages in a manner that has had or could
reasonably be expected to have a Material AdveifsetE

86.9 Tax StatusEach of the Borrowers and the Guarantor (a) hedenor filed all federal and state income and thiéptax returns,
reports and declarations required by any jurisditto which it is subject or has obtained an extenfor filing, (b) has paid prior to
delinquency all taxes and other governmental ass&a#s and charges shown or determined to be deaaimreturns, reports and declarati
except those being contested in good faith andppyapriate proceedings and (c) has set aside @odks provisions reasonably adequate for
the payment of all taxes for periods subsequetiteégeriods to which such returns, reports or datitans apply. There are no unpaid taxes in
any material amount claimed to be due by the taainfority of any jurisdiction, and the officerspartners of such Person know of no basis
for any such claim. There are no audits pending tine knowledge of Borrowers threatened with respeany tax returns filed by Borrowe
or the Guarantor. The taxpayer identification nuralwer social security numbers for the Borrowers tmedGuarantor is as set forth in
Schedule 6.9ereto.

86.10 No Event of DefaultNo Default or Event of Default has occurred asmdantinuing.

86.11 Investment Company AcNone of the Borrowers is an “investment compaiy an “affiliated company” or a “principal
underwriter” of an “investment company”, as suaimtg are defined in the Investment Company Act @019

86.12 Employee Benefit Plan®one of the Borrowers or any ERISA Affiliate mt&ims or contributes to any Employee Benefit Plan,
Multiemployer Plan or Guaranteed Pension Plan. Naribe assets of the Borrowers constitute a “plsset” of any Employee Plan,
Multiemployer Plan or Guaranteed Pension Plan.

86.13 Disclosure All of the representations and warranties madergn behalf of the Borrowers and the Guarantdhis Agreement
and the other Loan Documents or any document tnuimgnt delivered to the Agent or the Lenders pamsto or in connection with any of
such Loan Documents are true and correct in aleristrespects, and neither the Borrowers nor tharé@ntor has failed to disclose such
information as is necessary to make such reprasaméaand warranties not misleading. There is nteria fact or circumstance that has not
been disclosed to the Agent and the Lenders, andtitten information, reports and other papers @aa with respect to the Borrowers, the
Guarantor or the Mortgaged Property (other thafeptions and estimates) furnished to the Agenheritenders in connection with this
Agreement or the obtaining of the Commitments efltenders hereunder was, at the time so furnistwdplete and correct in all material
respects, or has been subsequently supplementatthdrywritten information, reports or other paparsiata, to the extent necessary to give in
all material respects a true and accurate knowlefitfee subject matter in all material respectsyjated that such representation shall not
apply to (a) the accuracy of any appraisal or

30



environmental reports prepared by third partielegal conclusions or analysis provided by the Beexs’ and/or the Guarantor’s counsel
(although the Borrowers and the Guarantor haveeaean to believe that the Agent and the Lendersnatiely on the accuracy thereof) or
(b) budgets, projections and other forward-lookspgculative information prepared in good faith by Borrowers (except to the extent the
related assumptions were when made manifestly songdle).

86.14 Trade Name; Place of Businedtither of the Borrowers uses any trade namecanducts business under any name other than
its actual name set forth in the Loan Document® fitincipal place of business of the Borrowerslié6b Sunset Hills Road, 5th Floor,
Reston, Virginia 20190.

86.15 Regulations T, U and XNo portion of any Loan is to be used for the psof purchasing or carrying any “margin securdy”
“margin stock” as such terms are used in RegulatigriJ and X of the Board of Governors of the FatiBeserve System, 12 C.F.R. Parts
220, 221 and 224. Neither of the Borrowers is erdagor will it engage, principally or as one afilnportant activities, in the business of
extending credit for the purpose of purchasingasrying any “margin security” or “margin stock” agch terms are used in Regulations T, U
and X of the Board of Governors of the Federal Res8ystem, 12 C.F.R. Parts 220, 221 and 224.

86.16_Environmental Compliancd he Borrowers have taken all commercially reabtmateps to investigate the past and present
conditions and usage of the Mortgaged Propertyth@aperations conducted thereon and, except afisplly set forth in the written
environmental site assessment reports of the Emwviemtal Engineer and all other soil, constructforensic site reports, surveys and
assessments relating to and documenting the conditid history of the Mortgaged Property providethe Agent on or before the date
hereof, make the following representations and avdies:

(a) Neither any Borrower nor any operator of therfgaged Property, nor any operations thereon orpaioy use thereof, nor the
Mortgaged Property, is in violation or alleged witdbn of any judgment, decree, order, law, licenske, or regulation pertaining to
environmental matters, including without limitatidhose arising under any Environmental Law.

(b) There are no claims by former owners or occtpahthe Mortgaged Property, or by owners of offreperties, or by any oth
third parties, or by any government agencies, irgjab or arising out of the presence of Hazarddaserials on, in, under, or migrating from
the Mortgaged Property.

(c) (i) No portion of the Mortgaged Property hagmesed for the handling, processing, storagespodial of Hazardous
Substances, and no underground tank or other uruierd storage receptacle for Hazardous Substasdesated on any portion of the
Mortgaged Property; (ii) in the course of any atit¢ conducted by the Borrowers or the operatbth@Mortgaged Property, no Hazardous
Substances have been generated or are being usleel blortgaged Property; (iii) there has been r&i papresent releasing, spilling, leaki
pumping, pouring, emitting, emptying, dischargiimgecting, escaping, disposing or dumping (a “Ret#nor threatened Release of
Hazardous Substances on, upon, into or from the
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Mortgaged Property; (iv) there have been no Retearsgupon, from or into any real property in thanity of the Mortgaged Property whic
through soil or groundwater contamination or otlisewmay have come to be located on the Mortgagepke®ty; and (v) any Hazardous
Substances that have been generated on the Matt@agperty have been transported off site in a@wrd with all applicable Environmental
Laws.

(d) None of the Borrowers nor the Mortgaged Propisrsubject to any applicable Environmental Laguieing the performance
of Hazardous Substances site assessments, ontbgakor remediation of Hazardous Substances,egitting of notice to any governmen
agency or the recording or delivery to other Pessufran environmental disclosure document or statérim each case by virtue of the
transactions set forth herein and contemplateddyes as a condition to the recording of the Mades or to the effectiveness of any other
transactions contemplated hereby except for sudtersahat shall be complied with as of the Clodirage.

(e) There are no existing or closed sanitary ldisgdBolid waste disposal sites, or hazardous wastément, storage or disposal
facilities on or affecting the Mortgaged Propeawpd the Mortgaged Property has never been usebdatisposal of solid waste, trash or
debris.

(f) Neither of the Borrowers has received noticey claim by any party that any use, operatiortomdition of the Mortgaged
Property has caused any nuisance or any othelityatni adverse condition on any other property, ischere any knowledge of any basis for
such a claim.

(g) There are no Hazardous Materials in, on, oeuticde Mortgaged Property in any concentratiomany condition that would
limit, restrict, or otherwise affect any future usfehe Mortgaged Property, including without liatibn: any residential use; use of
groundwater for any purpose, including drinking evabr grading, excavation, and disposal of sail.

(h) The Mortgaged Property is not subject to ardeos, decrees, or notices that would require theeowo take any action under
any applicable Environmental Laws, nor are therai@mns on the Mortgaged Property that could stttifee owner of the Property to any
such order, decree, or notice.

(i) The Mortgaged Property contains no wetlandgtfasterm is defined in the Clean Water Act) ex@pshown on the Survey,
endangered or threatened species (as those tegrdsfared in the Endangered Species Act), listéital habitat or property that is eligible
for listing as critical habitat (under the EndaregeBpecies Act), and is not subject to any othelogécal condition or classification that
would limit, restrict, or otherwise affect any fuéwse of the Mortgaged Property.

86.17 Subsidiaries; Organizational Structuieither of the Borrowers has any Subsidiariebefiale 6.1%ets forth the form and
jurisdiction of organization of each Person thaeclly or indirectly owns an interest in the Borenw and such Pers's ownership interest
therein. No Person owns any legal, equitable oefigial interest in any of the Persons set forttsahedule 6.1éxcept as set forth on such
Schedules.

32



86.18 Mortgaged PropertyThe Borrowers have obtained the approvals, cdsserders, agreements, authorizations, permits and
licenses from applicable governmental authoritiegsraler the terms of any restriction, covenantaseenent affecting the portion of the
Mortgaged Property on which the Potomac Projelttaated, to permit the development of the Potonragekt for use as a mixed use
condominium, and all such approvals are in fult@and effect. The Mortgaged Property is in conmgkawith all applicable federal and state
law and governmental regulations and any localnamites, orders or regulations, including withomitttion, laws, regulations and
ordinances relating to zoning, building codes, $uibitn, fire protection, health, safety, histopeservation and protection, wetlands,
tidelands, and Environmental Laws. None of the gaged Property is subject to any lease, licens¢har occupancy agreement, except as
expressly permitted in §7.12. There is no violatiorasserted violation of any agreements or re&tns concerning the Mortgaged Propert
the existing or contemplated use thereof. The Beers have no notice, information or knowledge of elnange contemplated in any
applicable law, ordinance, regulation or restrigtior any judicial, administrative, governmentaboasi-governmental action, or any action
by adjacent landowners, or of any natural or aréficonditions existing upon the Mortgaged Propesthich would materially limit or restri
or prevent the contemplated or intended use angbgerof the Mortgaged Property. All water, sewkstteic, gas, telephone and other utili
necessary for the development, use and operatitred?otomac Project for its current and intendsslare installed to the property lines of
the Potomac Project through dedicated public rigftaay or through perpetual private easementsagal by the Agent with respect to
which the Mortgage creates a valid and enforcefidsielien or security title, and there is suffinteexisting capacity for each of such utilities
to provide service to the Potomac Project in acaace with the anticipated use thereof. The stiedmiting the Potomac Project are dedicated
and accepted public roads, to which the Potomajeé&trbas direct access by trucks and other motoicles and by foot, or are perpetual
private ways (with direct access by trucks and rothetor vehicles and by foot to public roads) tashithe Potomac Project has direct access
approved by the Agent and with respect to whichaihglicable Mortgage creates a valid and enforeefitstt lien. All private ways providing
access to the Mortgaged Property are zoned in a@navhich will permit access to the Mortgaged Prgpever such ways by trucks and
other commercial, industrial and personal vehiclégre are no unpaid or outstanding real estat¢har taxes or assessments on or against
any of the Mortgaged Property which are payabléhyBorrowers (except only real estate or othegdat assessments, that are not yet
delinquent or are being protested as permittedhisyXgreement). The Mortgaged Property is separatedessed for purposes of real estal
assessment and payment and is covered by a taed paggarcels which pertain to such Mortgaged Pitgpanly and not to any property
which is not subject to the Mortgages. There arperaling, or to the knowledge of Borrowers threatkar contemplated, eminent domain
proceedings against any of the Mortgaged Proplidye of the Mortgaged Property is now damagedrasut of any fire, explosion,
accident, flood or other casualty. Neither of tr@mBwers has received any outstanding notice froyniasurer or its agent requiring
performance of any work with respect to any of M@rtgaged Property or canceling or threateningatocel any policy of insurance, and the
Mortgaged Property complies with the requiremefitsliof the Borrowers’ insurance carriers. No Rerfias any right or option to acquire
the Mortgaged Property or any portion thereof ¢erest therein except as set forth on Schedulg®.18
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86.19 Brokers No Borrower nor Guarantor has engaged or otherdéslt with any broker, finder or similar entitydonnection with
this Agreement or the Loans contemplated hereunder.

86.20_Other DebtNeither of the Borrowers has any Indebtednessrdttan Indebtedness that will be satisfied onGlusing Date.

86.21 Solvency As of the Closing Date and after giving effecthie transactions contemplated by this Agreemedhtlag other Loan
Documents, including all Loans made or to be mateunder, neither any Borrower nor the Guarantiorsislvent on a balance sheet basis
such that the sum of such Person’s assets exdezdsim of such Person’s liabilities, each Borromret the Guarantor is able to pay its debts
as they become due, and each Borrower and the @aatas sufficient capital to carry on its busmes

86.22 No Bankruptcy FilingNone of the Borrowers or Guarantor is contempgpéither the filing of a petition by it under astate or
federal bankruptcy or insolvency laws or the liguidn of its assets or property, and the Borrowerse no knowledge of any Person
contemplating the filing of any such petition agaiaither Borrower or the Guarantor.

86.23 No Fraudulent InteniNeither the execution and delivery of this Agreatnor any of the other Loan Documents nor the
performance of any actions required hereunderexetinder is being undertaken by any Borrower o&harantor with or as a result of any
actual intent by any of such Persons to hindegydet defraud any entity to which any of such Pesss now or will hereafter become
indebted.

86.24 OFAC. None of the Borrowers or the Guarantor is (of b)) a person with whom any Lender is restrictedfdoing business
under OFAC (including, those Persons named on OB/Apkcially Designated and Blocked Persons listinder any statute, executive order
(including the September 24, 2001 Executive OrdeciBng Property and Prohibiting Transactions WRérsons Who Commit, Threaten to
Commit, or Support Terrorism), or other governmeatdion and is not and shall not engage in anyirgsor transactions or otherwise be
associated with such persons. In addition, Borrdveeeby agrees to provide to the Lenders any additinformation that a Lender deems
necessary from time to time in order to ensure diamge with all applicable laws concerning moneynidering and similar activities.

86.25 Transaction in Best Interests of Borroweisnsideration The transaction evidenced by this Agreement hadther Loan
Documents is in the best interests of each BorroWee direct and indirect benefits to inure to Baerowers pursuant to this Agreement and
the other Loan Documents constitute substantiatiyenthan “reasonably equivalent value” (as suamm tsrused in Section 548 of the
Bankruptcy Code) and “valuable consideration,”tfaalue,” and “fair consideration’aé such terms are used in any applicable statdute
conveyance law), in exchange for the benefits tprogided by the Borrower pursuant to this Agreenzem the other Loan Documents, and
but for the willingness of Guarantor to guaranty
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the Loans, Borrowers would be unable to obtairfittencing contemplated hereunder which financinty eviable the Borrowers to have
available financing to refinance existing indebteskhand to conduct and expand their business. Bersdurther acknowledge and agree that
Borrowers constitute a single integrated and comerdarprise and that each receives a benefit fremavailability of credit under this
Agreement.

86.26 _Purchase ContractSchedule 6.2Bereto sets forth as of the date hereof all oPthechase Contracts for the Potomac Project.
Potomac has not entered into any other agreemantisef sale of the Potomac Units other than thelrage Contracts on such schedule.
Potomac has delivered to the Agent a true, comedtcomplete copy of the Purchase Contracts. Batie ®urchase Contracts is in full force
and effect and both the Borrower and the purchtaggeunder are in compliance with their respeatbigations under such Purchase
Contract. Potomac has obtained all approvals amerwise satisfied any requirement of any applic@deernmental Authority or
Requirement to market and sell the Potomac Units.

86.27 Contribution AgreemeniThe Borrowers and the Guarantor have executedielnkred the Contribution Agreement, and the
Contribution Agreement constitutes the valid arghlly binding obligations of such parties enfordeadmainst them in accordance with the
terms and provisions thereof, except as enfordgalsllimited by bankruptcy, insolvency, reorgaatipn, moratorium or other laws relating
or affecting generally the enforcement of creditdghts and except to the extent that availabitifithe remedy of specific performance or
injunctive relief is subject to the discretion bétcourt before which any proceeding therefor mapitought.

86.28_Potomac ProjeciThe Potomac Project has been fully completecd@oaance with its plans and specifications andafigsermits
and approvals for the occupancy thereof, includiegificates of occupancy from the Governmentalhduity in which the Potomac Project is
located, other than those certificates of occupdoicthe Potomac Units set forth on Schedule &i@&to, so that Potomac Units may be sold
by Potomac for immediate occupancy. No materiafhrclar other request for payment has been made pyparchaser of any Potomac Unit
with respect to any express or implied warrantyvaed to it in connection with the constructionyd®pment or sale of Units at the Potomac
Project.

87. AFFIRMATIVE COVENANTS.
The Borrowers covenant and agree that, so longyat@an or Note is outstanding or any Lender hasdtigation to make any Loans:

§7.1 Punctual Paymenihe Borrowers will duly and punctually pay or sauo be paid the principal and interest on tresipective
Loans and all interest and fees provided for ia fkgreement, all in accordance with the terms isf Agreement and the Notes, as well as all
other sums owing pursuant to the Loan Documents.

§7.2 Maintenance of OfficeThe Borrowers will maintain their respective dregecutive offices at 11465 Sunset Hills Road,t®&s
Virginia 20190, or at such other place in the Uthi§tates of America as each Borrower shall destgmabn thirty (30) days prior written
notice to the Agent and the Lenders, where notgesentations and demands to or upon the Borraweespect of the Loan Documents
may be given or made.
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§7.3 Records and Account¥he Borrowers will (a) keep true and accuratergs and books of account in which full, true and-ect
entries will be made in accordance with GAAP andnflintain adequate accounts and reserves faabt(including income taxes),
depreciation and amortization of its propertiesittmencies and other reserves.

87.4 Financial Statements, Certificates and Inféiona Borrowers will deliver to the Agent with sufficiecopies for each of the
Lenders:

(a) as soon as practicable, but in any event @t taan ninety (90) days after the end of eaatafigear of each Borrower, the
unaudited consolidated balance sheet of Borroveg¢ithe end of such year, and the related unauditédments of income, changes in capital
and cash flows for such year, each setting foritomparative form the figures for the previousdisgear and all such statements to be in
reasonable detail, prepared in accordance with GAddether with a certification by the chief fingadwfficer or accounting officer of each
Borrower that the information contained in suctafinial statements fairly presents the financialtiesof such Borrower on the date there

(b) not later than thirty (30) days after the em@ach month, copies of the unaudited balance sifestch Borrower as at the end
of such month, and the related unaudited statenaéiitgome and cash flows for the portion of eachrBwer’s fiscal year then elapsed, all
reasonable detail and prepared in accordance WAHRG together with a certification by the chiefdimcial officer or accounting officer of
each Borrower that the information contained inhsfilcancial statements fairly presents the finanp@sition of such Borrower on the date
thereof;

(c) within five (5) days of the filing of Guarante-orm 10K with the SEC, if applicable, but in any eventhiit one hundred fiv
(105) days after the end of each fiscal year of&agarantor, the audited consolidated balance sti€gtarantor, at the end of such year, and
the related audited statements of income and deahges in capital and cash flows for such yeah satting forth in comparative form the
figures for the previous fiscal year and all suiesments to be in reasonable detail, prepareddordance with GAAP, together with a
certification by the chief financial officer or amanting officer of Guarantor that the informaticontained in such financial statements fairly
presents the financial position of Guarantor ondate thereof, and accompanied by an auditor’srtgpepared without qualification by an
accounting firm reasonably acceptable to the Agestatement of any Distributions made by Guarainttite fourth calendar quarter, and i
other information the Agent may reasonably reqtareomplete a financial analysis of Guarantor, tbgewith a written statement from such
accountants to the effect that they have read w ebfhis Agreement, and that, in making the exation necessary to said certification, they
have obtained no knowledge of any Default or Exdidefault, or, if such accountants shall have imletd knowledge of any then existing
Default or Event of Default they shall disclosesirch statement any such Default or Event of Default
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(d) within five (5) days of the filing of Guarantef-orm 10-Q with the SEC, if applicable, but iryavent within forty-five
(45) days after the end of each of the three calegdarters of each year, an unaudited consolidatthce sheet of the Guarantor as of the
end of such quarter for which a Form 10-Q is fiedl the related statement of income and debt atehsént of cash flows for such quarter
and for the portion of the year ended at the erslioh quarter, setting forth in each case in coatpar form the figures for the corresponding
guarter and the corresponding portion of the previgear, all in reasonable detail and prepareddnralance with GAAP, together with a
certification by the chief financial officer or amanting officer of Guarantor that the informaticontained in such financial statements fairly
presents the financial position of Guarantor ondée thereof and a statement of any Distributioade by Guarantor in the each of the first
three calendar quarters;

(e) simultaneously with the delivery of the finaslcstatements referred to in clause (a) abovestditement of all contingent
liabilities which are not reflected in such finaalcstatements or referred to in the notes theirtdu@ding, without limitation, all guaranties,
endorsements and other contingent obligationsspaet of the indebtedness of others, and obligatiemeimburse the issuer in respect of
letters of credit);

(f) promptly after they are filed with the InterrRévenue Service, copies of all annual federalrimetax returns and amendments
thereto of each Borrower and each Guarantor;

(9) evidence reasonably satisfactory to Agent eftiimely payment of all real estate taxes for thertylaged Property;

(h) not later than January 31 of each year, a bualg business plan for the Borrowers and Guardotdhe next calendar year;
and

(i) simultaneously with the delivery of the finaatstatements referred to in subsections (a) andhbve, a statement (a
“Compliance Certificate”) certified by the chiehfincial officer of Borrower in the form of Exhiliithereto evidencing compliance with the
covenants contained in §2.6, and (if applicablepneiliations to reflect changes in GAAP since Batance Sheet Date;

(j) monthly sales reports for the Potomac Projeck the Station View Project, including, without itation, notices of default
under the Purchase Contracts and a schedule ofmipgalosings;

(k) simultaneously with the delivery of the finaalcstatements referred to in subsections (a) andljove, and in the event the
Borrower has actually rented units at Potomac Y@y@ Rent Roll for the Potomac Project and a samynthereof in form satisfactory to
Agent as of the end of each calendar quarter, tegetith a listing of each tenant that has takesupancy of the Potomac Project during e
calendar quarter, (ii) an operating statementiferRotomac Project for each such calendar quarteyear to date (such statements and
reports to be in form reasonably satisfactory t@rty and (iii) a copy of each Lease or amendneany Lease entered into with respect to
the Potomac Project during such calendar quarter;
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() from time to time such other financial data anfibrmation in the possession of any Borrowerhar Guarantor (including
without limitation auditorsmanagement letters, status of litigation or ingzgtons against a Borrower and any settlement disons relating
thereto, property inspection and environmental nspand information as to zoning and other legal myulatory changes affecting any
Borrower or the Guarantor) as the Agent may redslgmaquest.

Any material to be delivered pursuant to this §Aaly be delivered electronically directly to Agentiahe Lenders provided that such mat:
is in a format reasonably acceptable to Agent,saruth material shall be deemed to have been deliverAgent and the Lenders upon
Agent’s receipt thereof. Upon the request of AgBatirowers shall deliver paper copies thereof tedtgand the Lenders. Borrowers
authorize Agent to disseminate any such matetiatsigh the use of Intralinks, SyndTrak or any otdectronic information dissemination
system, and the Borrowers release Agent and thddrsrirom any liability in connection therewith.

§7.5 Notices

(a) Defaults. The Borrowers will promptly upon obtaining actkabwledge of same notify the Agent in writing bétoccurrence
of any Default or Event of Default, which noticeaifdescribe such occurrence with reasonable spiggiind shall state that such notice is a
“notice of default”. If any Person shall give angtice or take any other action in respect of anodal default (whether or not constituting an
Event of Default) under this Agreement or under aate, evidence of indebtedness, indenture or athiégation to which or with respect to
which any Borrower or the Guarantor is a party loigor, whether as principal or surety, and sucfaalé would permit the holder of such
note or obligation or other evidence of indebtedrtesaccelerate the maturity thereof, which acegilem would either cause a Default or have
a Material Adverse Effect, the Borrowers shallligvith give written notice thereof to the Agent aath of the Lenders, describing the notice
or action and the nature of the claimed default.

(b) Environmental EventsThe Borrowers will give notice to the Agent witHive (5) Business Days of becoming aware of iy
potential or known Release, or threat of Releasanp Hazardous Substances in violation of anyiaepple Environmental Law; (ii) any
violation of any Environmental Law that any Borravee the Guarantor reports in writing or is repbltaby such Person in writing (or for
which any written report supplemental to any oeglart is made) to any federal, state or local emvirental agency or (iii) any inquiry,
proceeding, investigation, or other action, inchgda notice from any agency of potential environtakliability, of any federal, state or local
environmental agency or board, that in either dasslves (A) any Mortgaged Property, or (B) or thgent's liens or security title on the
Collateral pursuant to the Security Documents.

(c) Notification of Claims Against CollateralThe Borrowers will give notice to the Agent initivrg within five (5) Business Days
of becoming aware of any material setoff, clainml(iding, with respect to the Mortgaged Propenyyjimnmental claims), withholdings or
other defenses to which any of the Collateralherrights of the Agent or the Lenders with respedhe Collateral, are subject.
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(d) Notice of Litigation and Judgment3he Borrowers will give notice to the Agent initivrg within five (5) Business Days of
becoming aware of any litigation or proceedingsdiened in writing or any pending litigation andgeedings affecting any Borrower or the
Guarantor or to which any Borrower or the Guarargar is to become a party involving an uninswrkdim against any Borrower or the
Guarantor that could either cause a Default orccoedsonably be expected to have a Material Advgifeet and stating the nature and status
of such litigation or proceedings. The Borrowerd #re Guarantor will give notice to the Agent, iritimg, in form and detail reasonably
satisfactory to the Agent and each of the Lendeithjn ten (10) days of any judgment not coveredrtsurance, whether final or otherwise,
against any Borrower or the Guarantor in an amouakcess of $100,000.00.

(e) ERISA. The Borrowers will give notice to the Agent wiitfive (5) Business Days after any Borrower or BRISA Affiliate
(i) gives or is required to give notice to the PB&Cny “reportable event” (as defined in 8404E&fISA) with respect to any Guaranteed
Pension Plan, Multiemployer Plan or Employee Beridlfin, or knows that the plan administrator of angh plan has given or is required to
give notice of any such reportable event; (ii) gigecopy of any notice of complete or partial withwdal liability under Title IV of ERISA, or
(iii) receives any notice from the PBGC under Titleor ERISA of an intent to terminate or appoirtrastee to administer any such plan.

(f) Notification of Lenders Within five (5) Business Days after receiving armtice under this §7.5, the Agent will forwardapyg
thereof to each of the Lenders, together with copfeany certificates or other written informatidhat accompanied such notice.

87.6 Existence Each Borrower will preserve and keep in full ®&nd effect its corporate or limited liability cpamy existence, and
will cause the Guarantor to preserve and keepliridice and effect its legal existence in the gdiction of its incorporation or formation. T
Borrowers will preserve and keep in full force @fitheir respective rights and franchises, thegmesgion of which is necessary to the conc
of their business.

§7.7 Insurance; Condemnation

(a) The Borrowers will, at their expense, procurd maintain for the benefit of the Borrowers anel fgent, insurance policies
issued by such insurance companies, in such amanrsisch form and substance, and with such coesrandorsements, deductibles and
expiration dates as are acceptable to the Agenwjding the following types of insurance coveriig tMortgaged Property:

(i) “All Risks” property insurance (including broddrm flood, broad form earthquake, and comprehenisoiler and
machinery coverages) on any improvement and theentstherein of the Borrowers in an amount nat tean one hundred percent (100%
the full replacement cost of such improvementstaedcontents therein of the Borrowers or such atineount as the Agent may approve, \
deductibles not to exceed $10,000.00 for any ocearoence, with a replacement cost coverage endersg@n agreed amount endorsement,
and, if requested by the Agent, a contingent lighifom operation of building laws endorsemensuth amounts as the Agent may require.
Full replacement cost as used herein means thetoplacing such improvements (exclusive of thst ©of excavations, foundations and
footings below the lowest basement floor) and thatents therein of the Borrowers without deducfimmphysical depreciation thereof;
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(i) During the course of construction or repairapfy improvements, the insurance required by cl@yisdove shall be
written on a builders risk, completed value, noper¢ing form, meeting all of the terms requireddiguse (i) above, covering the total value
of work performed, materials, equipment, machirerg supplies furnished, existing structures, antpteary structures being erected on or
near the Mortgaged Property, including coveragénagiaollapse and damage during transit or whiladpstored off-site, and containing a
soft costs (including loss of rents) coverage eselment and a permission to occupy endorsement;

(iii) Flood insurance if at any time any improvernteare located in any federally designated “spd@abrd
area” (including any area having special flood, siigé and/or flood-related erosion hazards, andvehan a Flood Hazard Boundary Map or
a Flood Insurance Rate Map published by the Fedsrargency Management Agency as Zone A, AO, AIAID, A99, AH, VO, V1-30, VE,
V, M or E) and the broad form flood coverage regdiby clause (i) above is not available, in an amhegual to not less than $25,000,000 or
the maximum amount then available under the NakiBlemd Insurance Program;

(iv) Commercial general liability insurance agaiolstims for personal injury (to include, withoumitation, bodily injury
and personal and advertising injury) and propeatydge liability, all on an occurrence basis, if coencially available, with such coverages
as the Agent may reasonably request (includindyowit limitation, contractual liability coverage,rapleted operations coverage for a period
of two (2) years following completion of construatiof any improvements on the Mortgaged Propertygl,@verages equivalent to an ISO
broad form endorsement), with a general aggredgratedf not less than $2,000,000.00, a completesrafions aggregate limit of not less than
$2,000,000.00, and a combined single “per occugtlmit of not less than $1,000,000.00 for bodityury, property damage and medical
payments;

(v) During the course of construction or repaiaof/ improvements on the Mortgaged Property, owrgatgingent or
protective liability insurance covering claims motvered by or under the terms or provisions ofitlsarance required by clause (iv) above;

(vi) Employer’s liability insurance with respecttite Borrowers’ employees;

(vii) Umbrella liability insurance with limits ofaet less than $1,000,000.00 to be in excess ofithies|of the insurance
required by clauses (iv), (v) and (vi) above, witiverage at least as broad as the primary coveaddgks insurance required by clauses (iv),
(v) and (vi) above, with any excess liability ingoce to be at least as broad as the coverages lgfati umbrella policy. All such policies st
be endorsed to provide defense coverage obligations
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(viil) Workers’ compensation insurance for all emyges of the Borrowers engaged on or with respeittet Mortgaged
Property with limits as required by applicable laamd

(ix) Such other insurance in such form and in sartlounts as may from time to time be reasonablyired|by the Agent
against other insurable hazards and casualtieswahithe time are commonly insured against in #s2of properties of similar character and
location to the Mortgaged Property.

The Borrowers shall pay all premiums on insurarae&iges. The insurance policies with respect toNt@tgaged Property provided for
in clauses (iv), (v) and (vii) above shall name Ageent and each Lender as an additional insuredshallil contain a cross liability/severability
endorsement. The insurance policies provided fatanses (i), (ii) and (iii) above shall name thgefit as mortgagee and loss payee, shall be
first payable in case of loss to the Agent, andl sloatain mortgage clauses and lender’s loss deyaidorsements in form and substance
acceptable to the Agent. The Borrowers shall deliugplicate originals or certified copies of alcbupolicies to the Agent, and the Borrowers
shall promptly furnish to the Agent all renewalines and evidence that all premiums or portionseibfethen due and payable have been |
At least thirty (30) days prior to the expiratioatd of the policies, the Borrowers shall delivethte Agent evidence of continued coverage,
including a certificate of insurance, as may béstattory to the Agent.

(b) All policies of insurance required by this Agmeent shall contain clauses or endorsements teftibet that (i) no act or
omission of the Borrowers or anyone acting forBloerowers (including, without limitation, any regentations made in the procurement of
such insurance), which might otherwise result foréeiture of such insurance or any part thereofpncupancy or use of the Mortgaged
Property for purposes more hazardous then perniigtetie terms of the policy, and no foreclosuramy other change in title to the
Mortgaged Property or any part thereof, shall affee validity or enforceability of such insurarinsofar as the Agent is concerned, (ii) the
insurer waives any right of set off, counterclasubrogation, or any deduction in respect of anyilit of the Borrowers and the Agent,

(iii) such insurance is primary and without rigtittontribution from any other insurance which maydvailable, (iv) such policies shall not
be modified, canceled or terminated prior to theesitiled expiration date thereof without the instinereunder giving at least thirty (30) days
prior written notice to the Agent by certified @gistered mail, and (v) that the Agent or the Lesdéall not be liable for any premiums
thereon or subject to any assessments thereumdkshall in all events be in amounts sufficienatoid any coinsurance liability.

(c) The insurance required by this Agreement magffexted through a blanket policy or policies aivg additional locations ar
property of the Borrowers and other Persons ndtidteal in the Mortgage Property, providisét such blanket policy or policies comply with
all of the terms and provisions of this §7.7 andtam endorsements or clauses assuring that aimy cd@overy will not be less than that
which a separate policy would provide, includindgthaut limitation, a priority claim provision withespect to property insurance and an
aggregate limits of insurance endorsement in tBe oaliability insurance.
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(d) All policies of insurance required by this Agmeent shall be issued by companies licensed tadinéss in the State where the
policy is issued and also in the States where theddged Property is located and having a ratirigest’'s Key Rating Guide of at least “A”
and a financial size category of at least “X.”

(e) Neither of the Borrowers shall carry sepamseiiance, concurrent in kind or form or contribgtin the event of loss, with any
insurance required under this Agreement unless isstitance complies with the terms and provisidrthis §7.7.

(f) In the event of any loss or damage to the Magtg Property, a Borrower shall give prompt writtetice to the insurance
carrier and the Agent. Each Borrower hereby irrabbg authorizes and empowers the Agent, at the Agieption and in the Agent’s sole
discretion or at the request of the Majority Lergdi@artheir sole discretion, as its attorney in fagtmake proof of such loss, to adjust and
compromise any claim under insurance policiespfiear in and prosecute any action arising from suslrance policies, to collect and
receive Insurance Proceeds and Condemnation Pycaedito deduct therefrom the Agent’s reasonatgereses incurred in the collection of
such Insurance Proceeds; providédwever, that so long as no Default or Event of Default bacurred and is continuing and so long as
such Borrower shall in good faith diligently purssiech claim, such Borrower may make proof of lows$ @ppear in any proceedings or
negotiations with respect to the adjustment of silaim, except that such Borrower may not settgyst or compromise any such claim
without the prior written consent of the Agent, aHiconsent shall not be unreasonably withheld taryeel; provided further, that such
Borrower may make proof of loss and adjust and gomfse any claim under casualty insurance poligieigh is in an amount less than
$500,000.00 so long as no Default or Event of Diefeas occurred and is continuing and so long ah 8orrower shall in good faith
diligently pursue such claim. The Borrowers furthathorize the Agent, at the Agent’s option, tafply the balance of such Insurance
Proceeds and Condemnation Proceeds to the payifiiet ©bligations (and among the Loans as Agerdrdehes in its sole discretion)
whether or not then due, or (ii) if the Agent shraljuire the reconstruction or repair of the Mogtegd Property, to hold the balance of such
proceeds as trustee to be used to pay taxes, shasyeer use fees, water rates and assessmentsménycbe imposed on the Mortgaged
Property and the Obligations (and among the Loamsgent determines in its sole discretion) as thegome due during the course of
reconstruction or repair of the Mortgaged Propartg to reimburse such Borrower, in accordance sutth terms and conditions as the Ac
may prescribe, for the costs of reconstructiorepair of the Mortgaged Property, and upon comptediosuch reconstruction or repair to
apply any excess to the payment of the Obligatiand among the Loans as Agent determines in itsdistretion).

87.8 Liens. Neither Borrower will suffer or permit any mecliesi lien claims to be filed or otherwise asserégginst the Potomac
Project or the Station View Project, and will pratgplischarge the same in case of the filing of alayms for lien or proceedings for the
enforcement thereof, provided, however, that sughid®ver shall have the right to contest in goothfand with reasonable diligence the
validity of any such lien or claim provided thachuBorrower posts a statutory lien bond which reesosuch lien from title to the Potomac
Project or Station View Project, as applicable himttwenty (20) days of written notice by Agentstach Borrower of the existence of the lien;
provided, however, such time period shall be extdrid sixty (60) days in the event such Borrowdivdes to Agent a bond, letter of credit,
or other security reasonably acceptable to Agent.
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§7.9 Inspection of Properties and BooK$he Borrowers will, and will cause the Guararimrpermit the Agent and the Lenders, upon
reasonable prior notice, to visit and inspect anye properties of the Borrowers and the Guaramtoexamine the books of account of such
Person (and to make copies thereof and extraatsfthen) and to discuss the affairs, finances am@aats of such Person with, and to be
advised as to the same by, their respective offjqartners or members, all at such reasonable thmé intervals as the Agent or any Lender
may reasonably request. The Lenders shall use fgithcefforts to coordinate such visits and insjgete so as to minimize the interference
with and disruption to the normal business openatiof the Borrowers and the Guarantor.

§7.10 Compliance with Laws, Contracts, Licensed, Rermits The Borrowers will comply with (i) all applicablaws and regulations
now or hereafter in effect wherever its businesoisducted, including all Environmental Laws, iig provisions of its corporate charter,
partnership agreement, limited liability companyeggment or declaration of trust, as the case magrizkother charter documents and
bylaws, (iii) all agreements and instruments tochtit is a party or by which it or any of its propees may be bound, (iv) all applicable
decrees, orders, and judgments, and (v) all liceasd permits relating to the Mortgaged Propertyequired by applicable laws and
regulations for the conduct of its business oraweership, use, development, sale or operatiotsgfroperties. Borrowers shall develop and
implement such programs, policies and procedur@seasecessary to comply with the Patriot Act dmallpromptly advise Agent in writing
in the event that a Borrower shall determine tingtiavestors in such Borrower are in violation otk act.

§7.11 Further Assurance3he Borrowers will, and will cause the Guarantgrcooperate with the Agent and the Lenders aed@r
such further instruments and documents as the kemddehe Agent shall reasonably request to cantytatheir satisfaction the transactions
contemplated by this Agreement and the other Loacuhents.

87.12 LeasesThe Borrowers shall not enter into any leasen#e or other occupancy agreement for any of thegdged Property
without the prior written consent of Agent otheartithose agreements consistent with the leasirapeers for the Potomac Project set forth
on Schedule 7.1attached hereto. Any rent or other income receiligthg the term of the Loan by or on behalf of Padc Yard in
connection with such agreements shall be usedysialethe payment of principal, interest or othbarges due in connection with the Loans,
amounts payable with respect to the operation@Pihtomac Project, or the increasing of the Intéfetdback in accordance with 89; it be
acknowledged and agreed by Borrowers that no smcluats may be distributed by Potomac Yard.

§7.13 Plan AssetsThe Borrowers will do, or cause to be done,taligs necessary to ensure that none of the MortgRgeperty nor
any of their other assets will be deemed to be REksets at any time.
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§7.14 Single Purpose Entity Requiremeritfie Borrowers hereby represent, warrant and anteas of the date hereof and until such
time as the Obligations are paid in full and thégation to make further Loans has terminated oflews:

(a) Obligation to be a Single Purpose Entity

(i) Each Borrower has been a Single Purpose Eatigfl times since its formation and will continwebe a Single Purpose
Entity at all times until the Loan has been paidlihand the Lenders have no further obligatiamsnake Loans.

(if) The “single purpose entity” provisions includlén the organizational documents of each Borrostedl not, without
Agent’s prior written consent, be amended, resdrateotherwise revoked until the Loan has been afdll and the Lenders have no
obligation to make Loans.

(b) Definition of Single Purpose Entity

(i) General Criteria With respect to the Borrowers, a “Single PurpBe#ty” means a corporation, limited partnership or
limited liability company which, at all times sinds formation and thereafter:

(A) shall not engage in any business or activitiieo than with respect to each Borrower, the owhipr®peration,
development and sale of the Mortgaged Propertyaatidities incidental thereto;

(B) shall not acquire or own any assets other thiéimrespect to the Borrowers, the Mortgaged Prigpeend such
incidental personal property as may be necessathéodevelopment and sale of the Mortgaged Prgpert

(C) [Intentionally Omitted.];

(D) shall preserve its existence as an entity dafjanized, validly existing and in good standirfgafiplicable) under
the laws of the jurisdiction of its formation orgamnization;

(E) shall not merge or consolidate with any othersBn;

(F) shall not take, any action to dissolve, wind-4gpminate or liquidate in whole or in part; tdl seansfer or
otherwise dispose of all or substantially all sfassets; to change its legal structure; transfeenit the direct or indirect transfer of any
partnership, membership or other Equity Interestsapplicable; issue additional partnership, mesttygior other Equity Interests, as
applicable; or seek to accomplish any of the fonegjo

(G) shall not, without the unanimous written corts&rall a Borrower’s partners, members, or shalddrs, as
applicable, and the written consent of one hungerdent (100%) of the members of the board of threcr board of managers in the cas
a single member limited liability company: (1) fite consent to the filing of any petition, eithelwntary or involuntary, to take advantage of
any applicable insolvency, bankruptcy, liquidatamreorganization statute; (2) seek or consertieéappointment of a receiver, liquidator or
any similar official; or (3) make an assignmenttioe benefit of creditors;
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(H) shall not amend or restate its organizatiomaiumnents if such change would adversely impactdfairements s
forth in this §7.14;

() shall not own any Subsidiary or make any inuestt in, any other Person;
(J) shall not commingle its assets with the assiessy other Person;

(K) shall not, incur any Indebtedness, other thanltoan and customary unsecured trade payablegaacin the
ordinary course of owning and operating the MortghBroperty provided the same are not evidenceddrgmissory note, do not (as to each
Borrower) exceed, in the aggregate, at any timeximum amount of two percent (2%) of the outstaggirincipal amount of the Loan to
such Borrower and are paid within sixty (60) daf/the date incurred,;

(L) shall maintain its records, books of accoumiplbaccounts, financial statements, accountingrdscand other
entity documents separate and apart from thoseybther Person;

(M) shall only enter into any contract or agreemeitlh any general partner, member, shareholdemcipal or
Affiliate of any Borrower, or any general partnerember, principal or Affiliate thereof, upon teransd conditions that are intrinsically fair
and substantially similar to those that would bailable on an arms-length basis with third parties;

(N) shall not maintain its assets in such a matimegrit will be costly or difficult to segregatesaertain or identify its
individual assets from those of any other Perstirgrahan the obligations of the Borrowers underltban;

(O) shall not assume or guaranty the debts of #mgrd’erson, hold itself out to be responsiblgtierdebts of anoth
Person, or otherwise pledge its assets for thefib@fi@ny other Person or hold out its credit ailg available to satisfy the obligations of
other Person (other than the obligations of theroBorrower);

(P) shall not make any loans or advances to arsr &harson;
(Q) shall file its own tax returns as required uni@eleral and state law;

(R) shall hold itself out to the public as a legatity separate and distinct from any other Pesswhconduct its
business solely in its own name and shall cornegtk@mown misunderstanding regarding its separaetity;
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(S) shall maintain adequate capital for the norofidigations reasonably foreseeable in a busineis size and
character and in light of its contemplated busirgssations;

(T) shall allocate shared expenses (including, auithimitation, shared office space);
(U) shall pay its own liabilities (including, withib limitation, salaries of its own employees) frdgsown funds; and

(V) shall not acquire obligations or securitiestefpartners, members or shareholders, as appticabl

87.15 Potomac Project

(a) Potomac shall have a period of twelve (12) meifitom the date of this Agreement to obtain théfamates of occupancy for
the Potomac Units described on Schedule B&28to.

(b) In the event that Potomac shall be requirggetpany amounts that become due in connectionthétiGeneral Contractor
Dispute or otherwise in connection with the comiplebf the Potomac Project, then such amounts begtlaid from funds of the Borrowers
or the Guarantor, but in no event shall be paichftbe Holdbacks or from Net Sales Proceeds.

88. NEGATIVE COVENANTS.

The Borrowers covenant and agree that, so longy&@an or Note is outstanding or any of the Lesd®s any obligation to make any
Loans:

§8.1 Restrictions on Indebtednedseither Borrower will create, incur, assume, gmdee or be or remain liable, contingently or
otherwise, with respect to any Indebtedness otteer:t

(a) Indebtedness to the Lenders and Agent arisidgrany of the Loan Documents;

(b) current liabilities of such Persons incurredhia ordinary course of business but not incurnedugh (i) the borrowing of
money, or (ii) the obtaining of credit except foedit on an open account basis customarily exteadedn fact extended in connection with
normal purchases of goods and services;

(c) Indebtedness in respect of taxes, assessngenenmental charges or levies and claims for laaterials and supplies to the
extent that payment therefor shall not at the firaeequired to be made in accordance with the pimvs of §7.8;

(d) Indebtedness in respect of judgments or awamtisto the extent, for the period and in an amawitresulting in a Default; al
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(e) endorsements for collection, deposit or negjotieand warranties of products or services, irhezxse incurred in the ordinary
course of business.

88.2 Restrictions on Liens, Et@he Borrowers will not (a) create or incur orfsuto be created or incurred or to exist any |Easgurity
titte, encumbrance, mortgage, pledge, negativegglecharge, restriction or other security inteodstny kind upon any of their respective
property or assets of any character whether nowedvan hereafter acquired, or upon the income ditpriierefrom; (b) transfer any of their
property or assets or the income or profits theraffor the purpose of subjecting the same to tlyengat of Indebtedness or performance of
any other obligation in priority to payment of general creditors; (c) acquire, or agree or havepdion to acquire, any property or assets
upon conditional sale or other title retention arghase money security agreement, device or amaage (d) suffer to exist for a period of
more than sixty (60) days after the same shall @ incurred any Indebtedness or claim or deragathst any of them that if unpaid co
by law or upon bankruptcy or insolvency, or othesmyibe given any priority whatsoever over any efrtbeneral creditors; (e) sell, assign,
pledge or otherwise transfer any accounts, contigiets, general intangibles, chattel paper orimaents, with or without recourse; or
(f) incur or maintain any obligation to any holdgrindebtedness of any of such Persons which pitshtite creation or maintenance of any
lien securing the Obligations (collectively, “Li€fsprovidedthat notwithstanding anything to the contrary corgd herein, the Borrowers
may create or incur or suffer to be created ornmezlior to exist:

(i) Liens on properties to secure taxes, assessma@igt other governmental charges (excluding any inigosed pursuant
any of the provisions of ERISA or pursuant to amyiEonmental Laws) or claims for labor, materialsopplies in respect of obligations not
then delinquent or not otherwise required to bd paidischarged under the terms of this Agreemeaty of the other Loan Documents;

(i) deposits or pledges made in connection withtocsecure payment of, worker®@mpensation, unemployment insurar
old age pensions or other social security obligesio

(iii) Liens in favor of the Agent and the Lendersder the Loan Documents to secure the Obligatiang;
(iv) Liens and encumbrances on a Mortgaged Promayessly permitted under the terms of the Morgadating thereto.

§8.3 Merger, ConsolidationNone of the Borrowers or Guarantor nor any menpentner or shareholder thereof shall become ty pa
any dissolution, liquidation, disposition of all smbstantially all of its assets or business, ntergerganization, consolidation or other
business combination or agree to effect any assgiigition, stock acquisition or other acquisitiodividually or in a series of transactions
which may have a similar effect as any of the foieg, in each case without the prior written cotiggrihe Majority Lenders.

§8.4 Sale and LeasebacKeither Borrower will enter into any arrangemeshiereby such Borrower shall sell or transfer anthef
Mortgaged Property owned by it in order that then
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or thereafter such Borrower shall lease back suctiddged Property; provided, however, Potomac malyject to the release requirement
85.2, sell to the Guarantor or any Affiliate suehmber of Potomac Units that are necessary for Bare to meet the mandatory prepayment
requirements set forth in §3.3 provided that tHessprice of such Potomac Units is the greater)@dhé minimum release price for such Unit
as set forth on Schedule $8reto, or (i) an amount per square foot equéthécaverage price per square foot of the lasttBhFPotomac

Units sold by Potomac.

§8.5 Compliance with Environmental Lawbleither Borrower will, nor will either of them pait any other Person to, do any of the
following: (a) use any of the Mortgaged Propertyany portion thereof as a facility for the hand|ipgocessing, storage or disposal of
Hazardous Substances, solid waste, trash or deldept for small quantities of Hazardous Substansed in the ordinary course of business
and in compliance with all applicable Environmertalvs, (b) cause or permit to be located on antheMortgaged Property any
underground tank or other underground storage tackepfor Hazardous Substances, (c) generate apgrthaus Substances on any of the
Mortgaged Property except in full compliance withviEonmental Laws, (d) conduct any activity at Mertgaged Property or use the
Mortgaged Property in any manner that could reasigrize contemplated to cause a Release of Haza&ldustances on, upon or into the
Mortgaged Property or any surrounding propertieanyrthreatened Release of Hazardous Substancek might give rise to liability under
CERCLA or any other Environmental Law, or (e) dthgor indirectly transport or arrange for the tsgort of any Hazardous Substances
(except in compliance with all Environmental Laws).

The Borrowers shall:

() in the event of any change in Environmental kayoverning the assessment, release or removazdrbous
Substances, take all reasonable action (includwtgput limitation, the conducting of engineerirgsts at the sole expense of a Borrower) to
confirm that no Hazardous Substances are or evier Released or disposed of on the Mortgaged Propeviolation of applicable
Environmental Laws; and

(i) if any Release or disposal of Hazardous Sutzsta which any Person may be legally obligatedidain, correct or
otherwise remediate or which may otherwise expogeliability shall occur or shall have occurred the Mortgaged Property (including
without limitation any such Release or disposalundng prior to the acquisition of such Mortgageogerty by such Borrower), a Borrower
shall, after obtaining knowledge thereof, causeptfoenpt containment and removal of such Hazardabst&nces and remediation of the
Mortgaged Property in full compliance with all ajgpble Environmental Laws. The Agent may engagevits Environmental Engineer to
review the environmental assessments and the canggliwith the covenants contained herein.

At any time after an Event of Default shall haveurced hereunder the Agent may at its election (aiticht the request of the Majority
Lenders) obtain such environmental assessmentsyafraall of the Mortgaged Property prepared byearmironmental Engineer as may be
necessary or advisable for the purpose of evalgatirconfirming (i) whether any Hazardous Substarare present in the soil or water at or
adjacent to the Mortgaged Property and (ii) whetheruse, development and operation of the Mortd&yeperty complies with all
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Environmental Laws to the extent required by thai.®ocuments. Additionally, at any time that theesAgor the Majority Lenders shall he
reasonable grounds to believe that a Release eattned Release of Hazardous Substances whichessgynFmay be legally obligated to
contain, correct or otherwise remediate or whidfeoise may expose such Person to liability mayehacurred, relating to the Mortgaged
Property, or that any of the Mortgaged Propertyasin compliance with Environmental Laws to theées required by the Loan Documents,
a Borrower shall promptly upon the request of Agelitain and deliver to Agent such environmentaésssents of the Mortgaged Property
prepared by an Environmental Engineer as may bessacy or advisable for the purpose of evaluatingpofirming (i) whether any
Hazardous Substances are present in the soil er whor adjacent to the Mortgaged Property ajdvfiether the use and operation of the
Mortgaged Property comply with all Environmentalisato the extent required by the Loan DocumentsirBnmental assessments may
include detailed visual inspections of the Mortgh&eoperty including, without limitation, any anllstorage areas, storage tanks, drains, dry
wells and leaching areas, and the taking of soiipdas, as well as such other investigations oryaealas are reasonably necessary or
appropriate for a complete determination of the gliance of the Mortgaged Property and the use gedadion thereof with all applicable
Environmental Laws. All environmental assessmeatgamplated by this 8.5 shall be at the sole @odtexpense of a Borrower.

8§8.6 Distributions Provided no Default or Event of Default has ocedror is continuing, or would arise as a reswdtebf, the
Borrowers shall be permitted to make Distributisokely for (i) reimbursement of costs incurred @amnection with the Mortgaged Properties,
and (ii) once the percentage of Net Sales Procagolged by Agent reduces to less than one hundeezkpt (100%) as set forth in 85.2(d),
then any excess Net Sale Proceeds may be disttibmt®uarantor. Notwithstanding the foregoing, Barers shall not make any Distributic
until all amounts then due and payable to Agentthed_enders under the Loan Documents have beenipaiuding, without limitation, the
mandatory prepayment requirement set forth in &h#8,all amounts then payable with respect to dweldpment, ownership, sale and
operation of the Station View Project and the Patoriaroject have been paid.

88.7_Zoning and Contract Changes and Compliainmther Borrower shall initiate or consent to aaying reclassification of any of
the Mortgaged Property or seek any variance ungieeagisting zoning ordinance or use or permit tse of the Mortgaged Property in any
manner that could result in such use becoming aconaforming use under or violating or not being@mpliance with any zoning ordinance
or any other applicable land use law, rule or ratjoh and any agreements applicable to the Morj®yeperty. Neither Borrower shall
initiate any change in any laws, requirements afegomental authorities or obligations created hyagte contracts which now or hereafter
may affect the Mortgaged Property. The Borrowelsgiwe all such notices to, duly perform and coynpith and otherwise take all such
other actions with respect to, any applicable govemntal authority as may be required under lavwgylations, approvals, permits or
agreements to maintain all entittements, permitsa@ther approvals with respect to the Mortgageg@nty in full force and effect.
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§8.8 Contracts

(a) The Borrowers will take or cause to be takée@hmercially reasonable steps to market the UBitsrowers shall use the
standard form of purchase contract approved by Ageits reasonable discretion, with such chanpesato as Borrowers may make in the
ordinary course of business, provided that thelmse price for any Unit shall not, without the prgitten consent of Agent, be less than the
minimum release price for such Unit as set forttBohedule 8.8ereto.

(b) The Borrowers shall not modify, amend, termenait cancel any of the Purchase Contracts withauptior written approval of
the Agent, which consent shall not be unreasonatihyjheld. The Borrowers shall perform each and gedtheir respective obligations unc
the Purchase Contracts. The Borrowers will nogdly or indirectly, waive or agree or consenttte waiver of, the performance of any
material obligations of any other party under thiecRase Contracts. The Borrowers will not do artyoa@llow any condition to occur which
would relieve any purchaser of its obligation toghase under the Purchase Contracts. The Borrahafsundertake reasonable steps, as
determined in the reasonable discretion of Potovfaad, to compel performance by each other partighe Purchase Contracts of all
obligations, covenants and agreements by such p#rger to be performed thereunder. Any deposittbelomonies forfeited by any buyer
under the Purchase Contracts shall within two (®iBess Days be applied to reduce the Outstanditanfac Loans or Station View Loans,
as applicable. Notwithstanding anything hereirh®dontrary, Borrowers shall not be deemed to hasached the covenants contained in
§8.8 in the event that a buyer cancels or terminateéurchase Contact. Borrowers shall comply withpplicable laws, rules and regulations
governing the retention of the deposits made utifdePurchase Contracts. Borrowers shall assigrgemfiall of Borrowers’ right, title and
interest in and to such deposits to be held in@ezowe with applicable law. Agent shall have npoesibility or liability for the security or
safety of such deposits so held by Borrowers. fiiiapble laws require that earnest money depositdeny contract purchasers be held in an
institution in the Commonwealth of Virginia, themiBowers shall within (15) Business Days from tladedAgent delivers a draft to Borrow
provide to Agent a written and signed account adr@greement or similar agreement in form and sulest reasonably satisfactory from the
depository holding such deposits providing thatldhe Loan is paid in full, any and all such dejposgvhich are payable to a borrower as a
result of a contract purchaser’s default or fotheitas permitted by the Purchase Contract, bydaly a final judgment, arbitration award or
settlement and release agreement, thereof shphidedirectly to Agent.

88.9 Restrictions on Easements, Covenants andi®iests. The Borrowers will not create or suffer to beateel or to exist any
easement, right of way, restriction, covenant, @i license or other right in favor of any Pansehich affects or might affect title to the
Mortgaged Property or the development, sale oofisiee Mortgaged Property or any part thereof with@®) submitting to the Agent the
proposed instrument creating such easement, righaw, covenant, condition, license or other rigttcompanied by a survey showing the
exact proposed location thereof and such othernmdition as the Agent may reasonably request, @&nabgiaining the prior approval of the
Agent, which approval shall not be unreasonablyknétd.
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89. HOLDBACKS.

(@) The Loan includes an initial interest holdba€i1,000,000, which initial holdback may be in@ea as the result of the
application of release proceeds as set forth iB(85to an amount not greater than seven and olfi@draent (7.5%) of the total amount of
Potomac Loans which may be borrowed by Potomaadid) the Interest Holdback (the “Interest HoldB3ck the event release proceeds
are applied to the Interest Holdback as set fort5.2(d), then such application shall be deemdxta repayment of the Potomac Loan and
the Commitment shall be reinstated for such amoactigally received by Agent; provided, howevert thano event shall the Commitment
ever exceed $40,391,200. In the event that the atrafuhe Interest Holdback exceeds seven and alfgpércent (7.5%) of the total amount
of Potomac Loans which may be borrowed by Potomelading the Interest Holdback, then such exceah sb longer be part of the Interest
Holdback and the Commitment shall be accordinglynamently reduced. Borrowers may request a dismasefrom the Interest Holdback
pursuant to 82.3 to be applied against the inteheston the Outstanding Loans. By execution heesafh Borrower irrevocably authorizes
Agent, without the necessity of any further authation, to cause the Lenders to disburse direatliself for the account of the Lenders rat
than to a Borrower out of the Interest Holdbackhssiems as are necessary to pay, on a monthly laasisied interest on the Loans (and any
amount so advanced by the Lenders without the ssghom by a Borrower of a Loan Request shall be Bage Loans). Upon disbursement,
the amount that is disbursed shall be disbursedatady the Lenders and shall be added to the thenamditg principal sum of the Loans
and shall bear interest at the rate provided fahisi Agreement. Upon the occurrence of an Eveltefault under this Agreement or any o
Loan Document, the Agent shall have the right lmitthe obligation to continue to cause disbursemefimonthly interest installments from
the Interest Holdback. Establishment of the Inteirfesddback shall in no way relieve the Borrowergtafir obligation to make interest
payments. Upon the occurrence of a Default or eanEef Default under any Loan Document, the Ageaynat its option, cease making any
further disbursement from the Interest Holdback.

(b) Intentionally Omitted.

810. CLOSING CONDITIONS.
The obligation of the Lenders to make the Loandl dleasubject to the satisfaction of the followiognditions precedent:

810.1 Loan DocumentsEach of the Loan Documents shall have been didgiged and delivered by the respective partiegthend
shall be in full force and effect. The Agent shelve received a fully executed counterpart of eah document, except that each Lender
shall have received the fully executed originait®iNote.

810.2 Certified Copies of Organizational Documenftie Agent shall have received from the Borrovaerd the Guarantor a copy,
certified as of a recent date by the appropriafieafof each State in which such Person is orgahand in which the Mortgaged Property is
located and a duly authorized officer, partner ember of such Person, as applicable, to be trueamglete, of the partnership agreement,
corporate charter or operating agreement and/@r attyanizational agreements of such Borrower had3uarantor, as applicable, and its
qualification to do business, as applicable, affiect on such date of certification.
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§10.3 ResolutionsAll action on the part of the Borrowers and thea@&ntor necessary for the valid execution, defiesrd performanc
by such Person of this Agreement and the other Dmauments to which such Person is or is to becamarty shall have been duly and
effectively taken, and evidence thereof reasonsatisfactory to the Agent shall have been providettie Agent.

810.4_Incumbency Certificate; Authorized Signetinless covered by the resolutions described th$the Agent shall have received
from each Borrower and the Guarantor that is nahdividual an incumbency certificate, dated ashef Closing Date, signed by a duly
authorized officer of such Person and giving the@and bearing a specimen signature of each indilidho shall be authorized to sign, in
the name and on behalf of such Person, each dfatie Documents to which such Person is or is totmeca party. The Agent shall have ¢
received from each Borrower a certificate, datedfale Closing Date, signed by a duly authorizggtesentative of such Borrower and
giving the name and specimen signature of eachaokizbd Officer who shall be authorized to make L&aguests and
Conversion/Continuation Requests and to give ngticel to take other action on behalf of the Borrswmder the Loan Documents.

§10.5 Opinion of CounselThe Agent shall have received an opinion addreséhe Lenders and the Agent and dated as dElitsing
Date from counsel to the Borrowers and the Guarantform and substance reasonably satisfactotigegcdgent.

810.6_ Payment of FeeShe Borrowers shall have paid to the Agent thes feayable pursuant to §4.2.

810.7_Performance; No DefaulBorrowers and the Guarantor shall have perforamedcomplied with all terms and conditions herein
required to be performed or complied with by itarprior to the Closing Date, and on the ClosingelXhere shall exist no Default or Even
Default.

810.8 Representations and Warranti®@se representations and warranties made by th@Bers and the Guarantor in the Loan
Documents or otherwise made by or on behalf oBthkowers and the Guarantor in connection therewithfter the date thereof shall have
been true and correct in all material respects whade and shall also be true and correct in alerr@trespects on the Closing Date.

810.9 Proceedings and Documen#dl proceedings in connection with the transaasicontemplated by this Agreement and the other
Loan Documents shall be reasonably satisfactotligdddgent and the Agent’s counsel in form and srist, and the Agent shall have
received all information and such counterpart oagg or certified copies of such documents and stivér certificates, opinions, assurances,
consents, approvals or documents as the Agenta@néigent’'s counsel may reasonably require.

§10.10_Mortgaged Property Qualification Documerithe Mortgaged Property Qualification Documentstifie Mortgaged Property
shall have been delivered to the Agent at the Begre’ expense and shall be in form and substartisfesdory to the Agent.
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810.11 Appraisal The Agent shall have received the Appraisal eflttortgaged Property in form and substance satisfato the
Agent and determined the Appraised Value, anddtie of the Total Commitment to the Appraised Vashall not exceed seventy-two
percent (72%).

810.12 ConsentsThe Agent shall have received evidence reasorstigfactory to the Agent that all necessary dtotder, partner,
member or other consents required in connectioh thid consummation of the transactions contemplayetiis Agreement and the other
Loan Documents have been obtained.

810.13 Purchase Contract§he Agent shall have received a certified copgaxth executed Purchase Contract.

810.14 CHCI Subordinate Note$he Agent shall have received evidence reasorsatigfactory to the Agent that Guarantor’s payment
obligation under the CHCI Subordinate Notes hasced to aggregate principal amount of Nine Millamd No/100 Dollars ($9,000,000).

810.15 Other The Agent shall have reviewed such other docuspémétruments, certificates, opinions, assurarm@ssents and
approvals as the Agent or the Agent’s Special Celumsy reasonably have requested.

811. CONDITIONS TO ALL BORROWINGS

The obligations of the Lenders to make any Loargtiwar on or after the Closing Date, shall alsouigest to the satisfaction of the
following conditions precedent:

811.1 Prior Conditions Satisfiedll conditions set forth in §10 shall continuelie satisfied as of the date upon which any Loao s
made.

811.2 Representations True; No Defaltiach of the representations and warranties maade bn behalf of the Borrowers and the
Guarantor contained in this Agreement, the othemLDocuments or in any document or instrument dedigh pursuant to or in connection
with this Agreement shall be true in all materiegpects both as of the date as of which they waderand shall also be true in all material
respects as of the time of the making of such Lwéth, the same effect as if made at and as oftiimegt, except to the extent of changes
resulting from transactions permitted by the Loatiiments (it being understood and agreed thateprgsentation or warranty which by its
terms is made as of a specified date shall be redjtd be true and correct only as of such specdae), and no Default or Event of Default
shall have occurred and be continuing.

§11.3 Borrowing DocumentsThe Agent shall have received a fully completed. Request for such Loan and the other documad
information as required by §2.3, fully completes applicable.

811.4 Endorsement to Title PolicyAt such times as Agent shall determine in iteison prior to each funding, to the extent adéa
under applicable law, a “date down” endorsememiatch Title Policy indicating no change in the stdtétle and containing no survey
exceptions not approved by the Agent, which endoese shall, expressly or by virtue of
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a proper “pending disbursements” clause or endagaéim each Title Policy, increase the coverageawh Title Policy to the aggregate
amount of all Loans advanced and outstanding drefore the effective date of such endorsement\iged that the amount of coverage
under an individual Title Policy for an individuslortgaged Property need not equal the aggregateistnod all Loans), or if such
endorsement is not available, such other evidendeaasurances as the Agent may reasonably reguiren evidence may include, without
limitation, an affidavit from a Borrower statingaththere have been no changes in title from the ofathe last effective date of the Title
Policy).

811.5 Future Advances Tax PaymeAs a condition precedent to any Lender’s oblgatito make any Loans available to the
Borrowers hereunder, the Borrowers will pay to Agent any mortgage, recording, intangible, documenstamp or other similar taxes and
charges which the Agent reasonably determines fmapable as a result of such Loan to any statayrcaunty or municipality thereof in
which the Mortgaged Property is located, and delisghe Agent such affidavits or other informatiwhich the Agent reasonably determines
to be necessary in connection with such paymeatder to insure that the Mortgages on the Mortgd@egberty located in such state secure
the Borrowers’ obligation with respect to the Lodimsn being requested by the Borrowers. The pranisof this §11.5 shall not limit the
Borrowers’ obligations under other provisions af ttban Documents, including without limitation 8iéreof.

8§12. EVENTS OF DEFAULT; ACCELERATION; ETC

812.1 Events of Default and Acceleratiolfi any of the following events (“Events of Deféiubr, if the giving of notice or the lapse of
time or both is required, then, prior to such rmetic lapse of time, “Defaults”) shall occur:

(a) the Borrowers shall fail to pay any principétite Loans when the same shall become due andlgayehether at the stated
date of maturity or any accelerated date of matunitat any other date fixed for payment;

(b) the Borrowers shall fail to pay any interesttba Loans or any fees or other sums due hereundarder any of the other Loan
Documents, within ten (10) days of the date theesahall become due and payable, whether at thedsdate of maturity or any accelerated
date of maturity or at any other date fixed for payt, provided that no such grace period shallyafgphny such payments due at maturity;

(c) the Borrowers shall fail to remargin the Loanraquired in §2.6;
(d) [Intentionally Omitted.];

(e) any of the Borrowers or the Guarantor shallttaperform any other term, covenant or agreementained herein or in any of
the other Loan Documents which they are requirguetéorm (other than those specified in the otldackauses of this 812 or in the other
Loan Documents);

(f) any representation or warranty made by or dmalfeof the Borrowers or the Guarantor in this Agreent or any other Loan
Document, or any report, certificate, financial
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statement, request for a Loan, or in any other ah@au or instrument delivered pursuant to or in @mtion with this Agreement, any advance
of a Loan or any of the other Loan Documents gtralle to have been false in any material respest tipe date when made or deemed to
have been made or repeated;

(9) without limiting the provisions of this Agreemteprohibiting the incurrence of Indebtedness lgyBorrowers, any of the
Borrowers (i) shall fail to pay when due (includjngthout limitation, at maturity) any principahterest or other amount on account any
obligation for borrowed money or credit receivedtrer Indebtedness, or (ii) shall fail to obsevv@erform any term, covenant or agreen
contained in any agreement by which it is boundjewing or securing any obligation for borrowedn®p or credit received or other
Indebtedness for such period of time as would pefassuming the giving of appropriate notice ifuiegd) the holder or holders thereof or of
any obligations issued thereunder to acceleratentitarity thereof;

(h) any of the Borrowers or the Guarantor (i) shadlke an assignment for the benefit of creditargdmnit in writing its general
inability to pay or generally fail to pay its delats they mature or become due, or shall petiticappty for the appointment of a trustee or
other custodian, liquidator or receiver for it alyasubstantial part of its assets, (ii) shall comogeany case or other proceeding relating to it
under any bankruptcy, reorganization, arrangeniest)vency, readjustment of debt, dissolution quidation or similar law of any
jurisdiction, now or hereafter in effect, or (i§hall take any action to authorize or in furtheemotany of the foregoing

(i) a petition or application shall be filed foretlappointment of a trustee or other custodianjdator or receiver of any of the
Borrowers or the Guarantor or any substantial pbitie assets of any thereof, or a case or otlomepding shall be commenced against any
such Person under any bankruptcy, reorganizatioangement, insolvency, readjustment of debt, disiem or liquidation or similar law of
any jurisdiction, now or hereafter in effect, amyy such Person shall indicate its approval theremisent thereto or acquiescence therein or
such petition, application, case or proceedingl stutlhave been dismissed within sixty (60) dayk®ing the filing or commencement
thereof;

() a decree or order is entered appointing a¢rjstustodian, liquidator or receiver for any & Borrowers or the Guarantor or
adjudicating any such Person, bankrupt or insojv@napproving a petition in any such case or ofiteceeding, or a decree or order for relief
is entered in respect of any such Person in aruntary case under federal bankruptcy laws as nomepeafter constituted;

(k) there shall remain in force, undischarged, tisad and unstayed, for more than sixty (60) daylsether or not consecutive,
one or more uninsured or unbonded final judgmegéénst any of the Borrowers or Guarantor thategithdividually or in the aggregate,
exceed $250,000.00;

() any of the Loan Documents shall be cancelathiteated, revoked or rescinded otherwise than ao@tance with the terms
thereof or the express prior written agreementsennor approval of the Lenders, or any actio@wat kuit in equity or other legal
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proceeding to cancel, revoke or rescind any of. tsen Documents shall be commenced by or on behalfiyp of the Borrowers or the
Guarantor, or any court or any other governmentadgulatory authority or agency of competent gidson shall make a determination, or
issue a judgment, order, decree or ruling, to ffectthat any one or more of the Loan Documentegal, invalid or unenforceable in
accordance with the terms thereof;

(m) with respect to any Guaranteed Pension PlagERISA Reportable Event shall have occurred andihrity Lenders shall
have determined in their reasonable discretionghelh event reasonably could be expected to nesligbility of any of the Borrowers or the
Guarantor to the PBGC or such Guaranteed PensamiPbn aggregate amount exceeding $250,000.08uaridevent in the circumstances
occurring reasonably could constitute groundsHertermination of such Guaranteed Pension PlahéBGC or for the appointment by the
appropriate United States District Court of a teesto administer such Guaranteed Pension Plantrostee shall have been appointed by the
United States District Court to administer sucmPtar the PBGC shall have instituted proceedingstiminate such Guaranteed Pension |

(n) any Borrower, the Guarantor or any Person smected with any of them shall be indicted for defal crime, a punishment-
which could include the forfeiture of any assetsiwy Borrower or the Guarantor;

(o) the Guarantor denies that it has any liabditybligation under the Guaranty or any other LBacument, or shall notify the
Agent or any of the Lenders of Guarantor’s intemtio attempt to cancel or terminate the Guarantgny other Loan Document, or shall fail
to observe or comply with any term, covenant, coolior agreement under the Guaranty, or any dtban Document;

(p) any event, act, condition or occurrence of what nature, whether singly or in conjunction vatty other event or events, act
or acts, condition or conditions, occurrence omoances, whether or not related, that causes ardbAdverse Effect including, without
limitation, the acceleration of the debt evidenbgdhe CHCI Subordinate Notes or any other Indatmed of Guarantor individually or in the
aggregate in excess of $30,000,000 or any advetsendination in any litigation, arbitration, or gammental investigation or proceeding
involving Borrowers or the Guarantor;

(q) any Change of Control shall occur; or
(r) an Event of Default under any of the other L&otuments shall occur;

then, and in any such event, the Agent may, and tiporequest of the Majority Lenders shall, byiceoin writing to the Borrowers declare
all amounts owing with respect to this Agreemdm, flotes and the other Loan Documents to be, andstmall thereupon forthwith become,
immediately due and payable without presentmemhehel, protest or other notice of any kind, all dfieth are hereby expressly waived by
Borrowers; providedhat in the event of any Event of Default specifie@12.1(h), 812.1(i) or §12.1(j), all such amaushall become
immediately due and payable automatically and wittemy requirement of presentment, demand, protesther notice of any kind from any
of the Lenders or the Agent.
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§12.2 Certain Cure Periods; Limitation of Cure Basi. No Event of Default shall exist hereunder upandbcurrence of any failure
described in §12.1(e) in the event that the Borrswere such Default within thirty (30) days follimg receipt of written notice of such
default, providedhat the provisions of this §12.2 shall not pertaiefaults consisting of a failure to provideurence as required by 87.7,
any default consisting of a failure to comply w@h.4, §7.14, §7.15, 88.1, §8.2, 88.6, §8.7 or 88® any Default excluded from any
provision of cure of defaults contained in any otbithe Loan Documents.

§12.3 Termination of Commitments$f any one or more Events of Default specifie@ir2.1(h), 812.1(i) or §12.1(j) shall occur, then
immediately and without any action on the parthaf Agent or any Lender any unused portion of tedithereunder shall terminate and the
Lenders shall be relieved of all obligations to mékans to the Borrowers. If any other Event ofddéifshall have occurred, the Agent may,
and upon the election of the Majority Lenders shajfinotice to the Borrowers terminate the obligatio make Loans to the Borrowers. No
termination under this §12.3 shall relieve the Buaers of their obligations to the Lenders arisimger this Agreement or the other Loan
Documents.

812.4 RemedieslIn case any one or more Events of Default staatktoccurred and be continuing, and whether oth@kenders shall
have accelerated the maturity of the Loans pursiwe®i2.1, the Agent on behalf of the Lenders naag, upon the direction of the Majority
Lenders shall, proceed to protect and enforce tigtits and remedies under this Agreement, the s\atel/or any of the other Loan
Documents by suit in equity, action at law or otAppropriate proceeding, including to the full extpermitted by applicable law the specific
performance of any covenant or agreement contamtds Agreement and the other Loan Documentspbitaining of the ex parte
appointment of a receiver, and, if any amount dhele become due, by declaration or otherwisegiiercement of the payment thereof. No
remedy herein conferred upon the Agent or the ladflany Note is intended to be exclusive of aryeotremedy and each and every remedy
shall be cumulative and shall be in addition torgweher remedy given hereunder or now or hereaftesting at law or in equity or by statute
or any other provision of law. Notwithstanding fr@visions of this Agreement providing that the heanay be evidenced by multiple Notes
in favor of the Lenders, the Lenders acknowledgtagree that only the Agent may exercise any reesegliising by reason of a Default or
Event of Default. If any Borrower or the Guaranfaits to perform any agreement or covenant conthinghis Agreement or any of the other
Loan Documents beyond any applicable period foiceand cure, Agent may itself perform, or causee@erformed, any agreement or
covenant of such Person contained in this Agreemeany of the other Loan Documents which suchdtessall fail to perform, and the out-
of-pocket costs of such performance, together waiity reasonable expenses, including reasonableeytsirfees actually incurred (including
attorneys’ fees incurred in any appeal) by Agerddnnection therewith, shall be payable by Borrangron demand and shall constitute a
part of the Obligations and shall if not paid witliive (5) Business Days after demand bear intexette rate for overdue amounts as set 1
in this Agreement. In the event that all or anytipor of the Obligations is collected by or througyh attorney-at-law, the Borrowers shall pay
all costs of collection including, but not limitég, reasonable attorney’s fees.

§12.5 Distribution of Collateral Proceeds the event that, following the occurrence andrdy the continuance of any Event of Defe
any monies are received in connection with
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the enforcement of any of the Loan Documents, loemtise with respect to the realization upon anthefCollateral or other assets of
Borrowers or the Guarantor, such monies shall beilduted for application as follows; provided tkia proceeds realized from the sale of
Mortgaged Property pursuant to the Mortgage stelifiplied in the order set forth therein:

(a) First, to the payment of, or (as the case neythe reimbursement of the Agent for or in respécall reasonable out-gfecket
costs, expenses, disbursements and losses whithababeen paid, incurred or sustained by thenAgeprotect or preserve the Collatere
in connection with the collection of such moniesthy Agent, for the exercise, protection or enforeat by the Agent of all or any of the
rights, remedies, powers and privileges of the Agenhe Lenders under this Agreement or any ofother Loan Documents or in respect of
the Collateral or in support of any provision okgdate indemnity to the Agent against any taxdieis which by law shall have, or may
have, priority over the rights of the Agent or ttenders to such monies;

(b) Second, to all other Obligations (including amierest, expenses or other obligations incurfeet ¢he commencement of a
bankruptcy in such order or preference as the Ntgjbenders shall determine; providethat (i) in the event that any Lender shall have
wrongfully failed or refused to make an advanceanr®.4 or 89 and such failure or refusal shatd&tinuing, advances made by other
Lenders during the pendency of such failure orgaffghall be entitled to be repaid as to princgal accrued interest in priority to the other
Obligations described in this subsection (b), anaxcept as otherwise provided in clause (i), i@dtions owing to the Lenders with respect
to each type of Obligation such as interest, ppalifees and expenses shall be made among theilsepie rata; and providedurtherthat
the Majority Lenders may in their discretion makeper allowance to take into account any Obligatinat then due and payable; and

(c) Third, the excess, if any, shall be returnethtoBorrowers or to such other Persons as arteghtinereto.

§13. SETOFF.

Regardless of the adequacy of any Collateral, dutie continuance of any Event of Default, any @éé@pqgeneral or specific, time or
demand, provisional or final, regardless of curyemeaturity, or the branch where such depositdatd) or other sums credited by or due
from any Lender to the Borrowers and any securdresther property of the Borrowers in the possessi such Lender may, without notice
to any Borrower (any such notice being expresslivedhby Borrowers) but with the prior written appab of Agent, be applied to or set off
against the payment of Obligations and any andth#r liabilities, direct, or indirect, absoluteantingent, due or to become due, now
existing or hereafter arising, of the Borrowerstieh Lender. Each of the Lenders agrees with ethen bender that if such Lender shall
receive from the Borrowers or the Guarantor, whellyevoluntary payment, exercise of the right dbffe or otherwise, and shall retain and
apply to the payment of the Note or Notes heldunhd ender any amount in excess of its ratablegodf the payments received by all of
the Lenders with respect to the Notes held byfalhe Lenders, such Lender will make such dispositind arrangements with the other
Lenders with respect to such excess, either byafaystribution, pro tanto assignment of claimdyrsigation or otherwise as shall result in
each Lender receiving
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in respect of the Notes held by it its proportienpayment as contemplated by this Agreement; peaMitat if all or any part of such excess
payment is thereafter recovered from such Lendeh disposition and arrangements shall be resciadddhe amount restored to the extent
of such recovery, but without interest.

§14. THE AGENT.

814.1 Authorization The Agent is authorized to take such action dralief each of the Lenders and to exercise alhgawers as are
hereunder and under any of the other Loan Docunartsany related documents delegated to the Atmgether with such powers as are
reasonably incident thereto, provided that no dutieresponsibilities not expressly assumed heneiherein shall be implied to have been
assumed by the Agent. The obligations of the A¢penéunder are primarily administrative in naturej aothing contained in this Agreement
or any of the other Loan Documents shall be coeslto constitute the Agent as a trustee for anydeeor to create an agency or fiduciary
relationship. Agent shall act as the contractuategentative of the Lenders hereunder, and notiaitding the use of the term “Agent”, it is
understood and agreed that Agent shall not havdidngiary duties or responsibilities to any Lentgrreason of this Agreement or any other
Loan Document and is acting as an independentaxtotr, the duties and responsibilities of whichlaméted to those expressly set forth in
this Agreement and the other Loan Documents. TtreoBers and any other Person shall be entitledtelasively rely on a statement from
the Agent that it has the authority to act for &ntl the Lenders pursuant to this Agreement anatiher Loan Documents.

§14.2 Employees and Agent$he Agent may exercise its powers and executiuties by or through employees or agents and bhkall
entitled to take, and to rely on, advice of courtsglcerning all matters pertaining to its rightsl @aties under this Agreement and the other
Loan Documents. The Agent may utilize the servafesuch Persons as the Agent may reasonably deteramd all reasonable fees and
expenses of any such Persons shall be paid bydirevigers.

814.3 No Liability. Neither the Agent nor any of its shareholdengdors, officers or employees nor any other Peassisting them in
their duties nor any agent, or employee thered| & liable for (a) any waiver, consent or ap@iayiven or any action taken, or omitted to
be taken, in good faith by it or them hereundenrmdter any of the other Loan Documents, or in cotimederewith or therewith, or be
responsible for the consequences of any oversigitror of judgment whatsoever, except that themige such other Person, as the case may
be, shall be liable for losses due to its willfusoonduct or gross negligence as finally determimgd court of competent jurisdiction after
expiration of all applicable appeal periods orghy action taken or not taken by Agent with theseom or at the request of the Majority
Lenders. The Agent shall not be deemed to have latlgg or notice of the occurrence of any DefaulEwent of Default, except with respect
to defaults in the payment of principal, interestl fees required to be paid to the Agent for tteoant of the Lenders, unless the Agent has
received notice from a Lender or the Borrowersrrafg to the Loan Documents and describing wittsogeble specificity such Default or
Event of Default and stating that such notice ‘isaice of default”.
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814.4 No RepresentationFhe Agent shall not be responsible for the exeoutr validity or enforceability of this Agreemettihe
Notes, any of the other Loan Documents or anyunsént at any time constituting, or intended to titute, collateral security for the Note
or for the value of any such collateral securitfyasrthe validity, enforceability or collectabilityf any such amounts owing with respect to the
Notes, or for any recitals or statements, warrardierepresentations made herein, or any agreemstrtyment or certificate delivered
connection therewith or in any of the other Loarclments or in any certificate or instrument heeditrnished to it by or on behalf of the
Borrowers or the Guarantor, or be bound to aseedrinquire as to the performance or observan@ngfof the terms, conditions, covenants
or agreements herein or in any of the other Loaaudwents. The Agent shall not be bound to ascewnhather any notice, consent, waiver or
request delivered to it by the Borrowers or the 1@antor or any holder of any of the Notes shall hagen duly authorized or is true, accurate
and complete. The Agent has not made nor doesvtnake any representations or warranties, expreissphied, nor does it assume any
liability to the Lenders, with respect to the ctedirthiness or financial condition of the Borrowersthe Guarantor, or the value of the
Collateral or any other assets of the BorrowertherGuarantor. Each Lender acknowledges that jtihdespendently and without reliance
upon the Agent or any other Lender, and based apoh information and documents as it has deemewpyipte, made its own credit
analysis and decision to enter into this Agreemigath Lender also acknowledges that it will, indefmntly and without reliance upon the
Agent or any other Lender, based upon such infaomand documents as it deems appropriate atrties tiontinue to make its own credit
analysis and decisions in taking or not takingaactinder this Agreement and the other Loan Docusmégent’s Special Counsel has only
represented Agent and KeyBank in connection wighltban Documents and the only attorney client iahip or duty of care is between
Agent’s Special Counsel and Agent or KeyBank. Hagider has been independently represented by semganansel on all matters regarding
the Loan Documents and the granting and perfectitigns in the Collateral.

814.5 Payments

(a) A payment by any Borrower or the Guarantoh®Agent hereunder or under any of the other Loacubhents for the account
of any Lender shall constitute a payment to suaidee. The Agent agrees to distribute to each Lendelater than one Business Day after
the Agent’s receipt of good funds, determined icoadance with the Agent’s customary practices, dwaider’s pro rata share of payments
received by the Agent for the account of the Les@aicept as otherwise expressly provided hereim any of the other Loan Documents. In
the event that the Agent fails to distribute sucioants within one Business Day as provided abdveeAgent shall pay interest on such
amount at a rate per annum equal to the FederalsHafiective Rate from time to time in effect.

(b) If in the opinion of the Agent the distributiaf any amount received by it in such capacity teder, under the Notes or under
any of the other Loan Documents might involve itiability, it may refrain from making such distribion until its right to make such
distribution shall have been adjudicated by a colicompetent jurisdiction. If a court of compet@nisdiction shall adjudge that any amount
received and distributed by the Agent is to be ilgpgach Person to whom any such distribution dieale been made shall either repay to the
Agent its proportionate share of the amount sodg#d to be repaid or shall pay over the same ih manner and to such Persons as shall be
determined by such court.
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(c) Notwithstanding anything to the contrary conéal in this Agreement or any of the other Loan Doents, any Lender that fa
(i) to make available to the Agent its pro ratarehaf any Loan, (ii) to comply with the provisioo813 with respect to making dispositions
and arrangements with the other Lenders, where Iseigtier’s share of any payment received, whetheselgff or otherwise, is in excess of
its pro rata share of such payments due and pay@hléof the Lenders, in each case as, whenatioketfull extent required by the provisions
of this Agreement, or (iii) to perform any othedightion within the time period specified for penfeance, or if no time period is specified, if
such failure continues for a period of five (5) Biess Days after notice from the Agent shall berdsdelinquent (a “Delinquent Lender”)
and shall be deemed a Delinquent Lender until suod as such delinquency is satisfied. In additmthe rights and remedies that may be
available to the Agent at law and in equity, a Bglient Lender’s right to participate in the adntiaison of the Loan Documents, including,
without limitation, any rights to consent to oredit any action or inaction of the Agent pursuarthte Agreement or otherwise, or to be taken
into account in the calculation of Majority Lendersany matter requiring approval of all of the Hers, shall be suspended while such Le
is a Delinquent Lender. A Delinquent Lender shaldeemed to have assigned any and all payment®s diufeom the Borrowers or the
Guarantor, whether on account of outstanding Loastest, fees or otherwise, to the remaining etinquent Lenders for application to, €
reduction of, their respective pro rata sharedlafiastanding Loans. The Delinquent Lender herabihorizes the Agent to distribute such
payments to the nondelinquent Lenders in propottaheir respective pro rata shares of all outtitamLoans. The provisions of this Section
shall apply and be effective regardless of whesimeEvent of Default occurs and is then continuarg] notwithstanding (i) any other
provision of this Agreement to the contrary or @)y instruction of Borrowers as to its desiredli@gtion of payments. The Agent shall be
entitled to (i) withhold or set off, and to applythe payment of the obligations of any Delinquesrtder any amounts to be paid to such
Delinquent Lender under this Agreement, (ii) tdect interest from such Lender for the period fribra date on which the payment was du
the rate per annum equal to the Federal Fundstiz#@eRate plus one percent (1%), for each day dusirch period, and (iii) bring an actior
suit against such Delinquent Lender in a courtamhpetent jurisdiction to recover the defaulted gditions of such Delinquent Lender. A
Delinquent Lender shall be deemed to have satigfiéall a delinquency when and if, as a resulapplication of the assigned payments to all
outstanding Loans of the nondelinquent Lendersa @sult of other payments by the Delinquent eentb the nondelinquent Lenders, the
Lenders’ respective pro rata shares of all outstenidoans have returned to those in effect immedtiigtrior to such delinquency and without
giving effect to the nonpayment causing such delemgy.

814.6_Holders of NotesSubject to the terms of §18, the Agent may deediteeat the payee of any Note as the absolute roarne
purchaser thereof for all purposes hereof unshill have been furnished in writing with a difier@ame by such payee or by a subsequent
holder, assignee or transferee.

814.7 Indemnity The Lenders ratably agree hereby to indemnifytasid harmless the Agent from and against any drodladms,
actions and suits (whether groundless or otherwise)
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losses, damages, costs, expenses (including ampsap for which the Agent has not been reimburgatieoBorrowers as required by 815),
and liabilities of every nature and character agsiut of or related to this Agreement, the Notesny of the other Loan Documents or the
transactions contemplated or evidenced herebyeveltly, or the Agers’ actions taken hereunder or thereunder, exceapetextent that any
the same shall be directly caused by the Agentlfuvimisconduct or gross negligence as finallyedatined by a court of competent
jurisdiction after the expiration of all applicatdppeal periods. The agreements in this §14.7 shiallve the payment of all amounts paye
under the Loan Documents.

814.8 Agent as Lendein its individual capacity, KeyBank shall have ttame obligations and the same rights, powerpaviteges in
respect to its Commitment and the Loans made layd,as the holder of any of the Notes as it wbalk were it not also the Agent.

814.9 ResignationThe Agent may resign at any time by giving th{@9) calendar days’ prior written notice theremthe Lenders and
the Borrowers. The Majority Lenders (calculatedhwiit including the Commitment of the Lender actiisgAgent) may remove the Agent
from its capacity as Agent in the event of the Ategross negligence or willful misconduct. Uporyauich resignation or removal, the
Majority Lenders, subject to the terms of §18.5lshave the right to appoint as a successor Ageytl ender or any bank whose senior debt
obligations are rated not less than “A” or its eglent by Moody’s or not less than “A” or its eqalgnt by S&P and which has a net worth of
not less than $500,000,000.00. Unless a Defaltvent of Default shall have occurred and be comipusuch successor Agent shall be
reasonably acceptable to the Borrowers. If no ssmeAgent shall have been appointed and shall aecepted such appointment within
thirty (30) days after the retiring Agent’s givind notice of resignation or the Majority Lendershmoval of the Agent, then the retiring or
removed Agent may, on behalf of the Lenders, agmsuccessor Agent, which shall be any Lendenypffiaancial institution whose senior
debt obligations are rated not less than “A2” sreitjuivalent by Moody’s or not less than “A” oréguivalent by S&P and which has a net
worth of not less than $500,000,000.00. Upon tleepiance of any appointment as Agent hereundersbig@essor Agent, such successor
Agent shall thereupon succeed to and become vestie@ll the rights, powers, privileges and dutidshe retiring or removed Agent, and the
retiring or removed Agent shall be discharged fitenduties and obligations hereunder as Agent.rAsitey retiring or removed Agent’s
resignation, the provisions of this Agreement dreldther Loan Documents shall continue in effecttiobenefit in respect of any actions
taken or omitted to be taken by it while it wasragias Agent. Upon any change in the Agent underAgreement, the resigning or removed
Agent shall execute such assignments of and amendrteethe Loan Documents as may be necessarpstitsiie the successor Agent for
resigning Agent.

§14.10 Duties in the Case of Enforcemelmt case one or more Events of Default have oeduand shall be continuing, and whether or
not acceleration of the Obligations shall have omal the Agent may and, if (a) so requested byMbprity Lenders and (b) the Lenders
have provided to the Agent such additional indeiesiand assurances in accordance with their regpgedmmitment Percentages against
expenses and liabilities as the Agent may reasgnmabuest, shall proceed to exercise all or angllagd equitable and other rights or
remedies as it may have; provided, however, thigssrand until the Agent shall have received suigdttions, the Agent may (but shall not
be obligated to) take such action, or refrain from
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taking such action, with respect to such DefauEweent of Default as it shall deem to be in thet b@srests of the Lenders. Without limiting
the generality of the foregoing, if Agent reasogat#termines payment is in the best interest ahallLenders, Agent may without the
approval of the Lenders pay taxes and insuranaeipms and spend money for maintenance, repairther expenses which may be
necessary to be incurred, and Agent shall prontptyeafter notify the Lenders of such action. Baehder shall, within thirty (30) days of
request therefor, pay to the Agent its Commitmeart@ntage of the reasonable costs incurred by ¢lemtAin taking any such actions
hereunder to the extent that such costs shall@pramptly reimbursed to the Agent by the Borrowsrthe Guarantor or out of the Collate
within such period with respect to the Mortgagederty. The Majority Lenders may direct the Agenwiriting as to the method and the
extent of any such exercise, the Lenders herelgeayy to indemnify and hold the Agent harmlesscicoadance with their respective
Commitment Percentages from all liabilities incdrie respect of all actions taken or omitted inadance with such directions, provided
the Agent need not comply with any such directmthe extent that the Agent reasonably believeg\gent’'s compliance with such direction
to be unlawful in any applicable jurisdiction omemercially unreasonable under the UCC as enactedyirapplicable jurisdiction.

§14.11 Bankruptcy In the event a bankruptcy or other insolvencycpaaling is commenced by or against any BorrowdneGuarantc
with respect to the Obligations, the Agent shallehthe sole and exclusive right to file and purayeint proof claim on behalf of all Lenders.
Any votes with respect to such claims or otherwisth respect to such proceedings shall be subgjetttet vote of the Majority Lenders or all
of the Lenders as required by this Agreement. BEa&clder irrevocably waives its right to file or puesa separate proof of claim in any such
proceedings unless Agent fails to file such claiithin thirty (30) days after receipt of written e from the Lenders requesting that Agent
file such proof of claim.

814.12 Request for Agent Actiorgent and the Lenders acknowledge that in thanard course of business of the Borrowers (a) the
Mortgaged Property may be subject to a TakinghpBprrowers may desire to enter into easementshar agreements affecting the
Mortgaged Property, or take other actions or einterother agreements in the ordinary course oineass which similarly require the consent,
approval or agreement of the Agent. In connectiah the foregoing, the Lenders hereby expresslii@ite the Agent to (x) execute releases
of liens in connection with any Taking, (y) execatmsents or subordinations in form and substaatisfactory to Agent in connection with
any easements or agreements affecting the Mortgagmabrty, or (z) execute consents, approvalstt@mragreements in form and substance
satisfactory to the Agent in connection with sutteo actions or agreements as may be necessdrg ordinary course of Borrowers’
business.

814.13 Reliance by AgenfThe Agent shall be entitled to rely upon, andlsiat incur any liability for relying upon, any tioe, request
certificate, consent, statement, instrument, docuraeother writing (including any electronic megsalnternet or intranet website posting or
other distribution) believed by it to be genuinel am have been signed, sent or otherwise authésdidey any Person purporting to have
authority to act on behalf of another Person. Thger also may rely upon any statement made tallyoor by telephone and believed by i
have been made by the proper Person, and shafimwtany liability for relying thereon. In detemimg compliance with any condition
hereunder to the making of a Loan, that by its term
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must be fulfilled to the satisfaction of a Lendde Agent may presume that such condition is satiefy to such Lender unless the Agent
shall have received notice to the contrary fromhduender prior to the making of such Loan. The Agaay consult with legal counsel (who
may be counsel for the Borrowers), independentatamts and other experts selected by it, and sbale liable for any action taken or not
taken by it in accordance with the advice of anghstounsel, accountants or experts.

814.14 Approvals If consent is required for some action under fgseement, or except as otherwise provided hemeiapproval of th
Lenders or the Majority Lenders is required or p&ad under this Agreement, each Lender agrees/tothe Agent, within ten (10) days of
receipt of the request for action together withredisonably requested information related thematsifch lesser period of time required by the
terms of the Loan Documents), notice in writingapproval or disapproval (collectively “Directiongt) respect of any action requested or
proposed in writing pursuant to the terms hereoftlie extent that any Lender does not approve @cgmmmendation of Agent, such Lender
shall in such notice to Agent describe the actibias would be acceptable to such Lender. If conser@quired for the requested action, any
Lender’s failure to respond to a request for Dimetg within the required time period shall be deénteconstitute a Direction to take such
requested action. In the event that any recommamdat not approved by the requisite number of lexadind a subsequent approval on the
same subject matter is requested by Agent, thethéopurposes of this paragraph each Lender shabiduired to respond to a request for
Directions within five (5) Business Days of recejptsuch request. Agent and each Lender shall titeeinto assume that any officer of the
other Lenders delivering any notice, consent, fiegite or other writing is authorized to give suudtice, consent, certificate or other writing
unless Agent and such other Lenders have otheiveise notified in writing.

814.15 Borrowers Not BeneficiaryExcept for the provisions of §14.9 relating te #ppointment of a successor Agent, the provisib
this §14 are solely for the benefit of the Agend #ime Lenders, may not be enforced by the Borrowetee Guarantor, and except for the
provisions of §14.9, may be modified or waived withthe approval or consent of the Borrowers aed3harantor.

815. EXPENSES

The Borrowers agree to pay (a) the reasonable obst®ducing and reproducing this Agreement, ttieeoLoan Documents and the
other agreements and instruments mentioned héiany taxes (including any interest and penaltiggspect thereto) payable by the Agent
or any of the Lenders (other than taxes based timAgent’s or any Lender’s gross or net incomegpxthat the Agent and the Lenders
shall be entitled to indemnification for any antaahounts paid by them in respect of taxes basddamme or other taxes assessed by any
State in which Mortgaged Property or other Colités located, such indemnification to be limiteddxes due solely on account of the
granting of Collateral under the Security Documemtd to be net of any credit allowed to the inddimdiparty from any other State on
account of the payment or incurrence of such tagunh indemnified party), including any recordintprtgage, documentary or intangibles
taxes in connection with the Mortgages and othemLbDocuments, or other taxes payable on or withe@so the transactions contemplated
by this Agreement, including any such taxes paybblthe Agent or any of the Lenders after the
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Closing Date (the Borrowers hereby agreeing torimuéy the Agent and each Lender with respect tlogr€t) all title insurance premiums,
engineer’s fees, environmental reviews and theoredse fees, expenses and disbursements of theadorthe Agent and any local counsel
to the Agent incurred in connection with the pregian, administration, or interpretation of the hdaocuments and other instruments
mentioned herein, and amendments, modificationmoapls, consents or waivers hereto or hereundgto (the extent that the Commitment
is ever increased pursuant to a written amendnoghig Agreement, the out-of-pocket fees, costpeages and disbursements of Agent
incurred in connection with the syndication angarticipation of the Loans, (e) all other reasorahlit of pocket fees, expenses and
disbursements of the Agent incurred by the Agembinnection with the preparation or interpretatibthe Loan Documents and other
instruments mentioned herein, and the syndicatidheoCommitments pursuant to §18 to the exterttttteCommitment is ever increased
pursuant to a written amendment to this Agreemeith¢ut duplication of those items addressed impsuégraph (d), above), (f) all out of
pocket expenses (including attorneys’ fees andscasid the fees and costs of appraisers, engineeestment bankers or other experts
retained by any Lender or the Agent) incurred by laender or the Agent in connection with (i) thdanement of or preservation of rights
under any of the Loan Documents against the Bonr®wethe Guarantor or the administration therdiafrahe occurrence of a Default or
Event of Default and (ii) any litigation, proceediar dispute whether arising hereunder or otherviisany way related to the Agent’s or any
of the Lenders’ relationship with the Borrowersloe Guarantor, (g) all reasonable fees, expenskdiabursements of the Agent incurred in
connection with UCC searches, UCC filings, titl@edowns, title searches or mortgage recordingsal{impasonable out-of-pocket fees,
expenses and disbursements (including reasondbleeys’ fees and costs) which may be incurred byBank in connection with the
execution and delivery of this Agreement and theeot.oan Documents (without duplication of anylad ftems listed above), and (i) all
expenses relating to the use of Intralinks, SynkiBrraany other similar system for the disseminatiod sharing of documents and
information in connection with the Loans. The comets of this 815 shall survive for one hundred twywéh20) calendar days following the
repayment of the Loans and the termination of tii@gations of the Lenders hereunder.

816. INDEMNIFICATION.

The Borrowers, jointly and severally, agree from tlate hereof to indemnify and hold harmless therAghe Lenders and the Arranger
and each director, officer, employee, agent anddPewho controls the Agent or any Lender or theaAger against any and all claims, act
and suits, whether groundless or otherwise, ard find against any and all liabilities, losses, dggsand expenses of every nature and
character arising out of or relating to this Agresrnor any of the other Loan Documents or the &etisns contemplated hereby and thereby
including, without limitation, (a) any and all alas for brokerage, leasing, finders or similar feléch may be made relating to the Mortga
Property or the Loans, (b) any condition of the {gaged Property, (c) any actual or proposed ugédiBorrowers of the proceeds of any of
the Loans, (d) any actual or alleged infringemdrarny patent, copyright, trademark, service markionilar right of the Borrowers or the
Guarantor, (e) the Borrowers and the Guarantorriagténto or performing this Agreement or any of tther Loan Documents, (f) any actual
or alleged violation of any law, ordinance, coda&le, rule, regulation, approval, consent, permitagnse relating to the Mortgaged Prope
(g9) with respect to the Borrowers, the violatioraofy
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Environmental Law, the Release or threatened Relebany Hazardous Substances or any action,poiteeding or investigation brought or
threatened with respect to any Hazardous Substgimobsding, but not limited to, claims with respéc wrongful death, personal injury,
nuisance or damage to property), and (h) any usemflinks, SyndTrak or any other system for tigsdmination and sharing of Loan
Documents and information pertaining to the Loamgach case including, without limitation, thegeaable fees and disbursements of
counsel incurred in connection with any such ingasion, litigation or other proceeding; providedowever, that the Borrowers shall not be
obligated under this §16 to indemnify or hold hagssl any Person for all liabilities, claims, actiosts, losses, damages and expenses of
every nature and character arising from such P&smn gross negligence or willful misconduct asedmined by a court of competent
jurisdiction after the exhaustion of all applicahlgpeal periods. If, and to the extent that thegakibns of the Borrowers under this §16
unenforceable for any reason, the Borrowers heagipge to make the maximum contribution to the payrimesatisfaction of such obligatio
which is permissible under applicable law. The Bimns of this 816 shall survive the repaymenthef toans and the termination of the
obligations of the Lenders hereunder.

817. SURVIVAL OF COVENANTS, ETC

Except as otherwise provided in 815, all covenagsgements, representations and warranties maelhe the Notes, in any of the
other Loan Documents or in any documents or othpeps delivered by or on behalf of the BorrowertherGuarantor pursuant hereto or
thereto shall be deemed to have been relied updihedlyenders and the Agent, notwithstanding angstigation heretofore or hereafter made
by any of them, and shall survive the making byltheders of any of the Loans, as herein contengblaed shall continue in full force and
effect so long as any amount due under this Agreeorethe Notes or any of the other Loan Documesttsains outstanding or any Lender
has any obligation to make any Loans. Except asrofle provided in 815, the indemnification obligas of the Borrowers provided herein
and in the other Loan Documents shall survive thleépayment of amounts due and the terminatioth@fobligations of the Lenders
hereunder and thereunder to the extent providegirhand therein. All statements contained in amtifezte delivered to any Lender or the
Agent at any time by or on behalf of the Borrowershe Guarantor pursuant hereto or in connectiibn tiie transactions contemplated
hereby shall constitute representations and waesby such Person hereunder.

8§18. ASSIGNMENT AND PARTICIPATION.

818.1 Conditions to Assignment by LendeExcept as provided herein, each Lender may assigne or more banks or other entities
all or a portion of its interests, rights and obtigns under this Agreement (including all or atjpor of its Commitment Percentage and
Commitment and the same portion of the Loans atitiie owing to it and the Notes held by it); praadtthat (a) the Agent and, so long as no
Default or Event of Default exists hereunder, tlegrBwers shall have each given their prior writtemsent to such assignment, which cor
shall not be unreasonably withheld or delayed (e that such consent shall not be required fgrasignment to another Lender, to a
lender which is and remains under common contrtil thie assigning Lender or to a wholly-owned Subsjdof such Lender, provided that
such assignee shall remain a wholly-owned Subsidibsuch Lender), (b) each such assignment

66



shall be of a constant, and not a varying, pergentdi all the assigning Lender’s rights and oblaya under this Agreement, (c) the parties to
such assignment shall execute and deliver to thenfidor recording in the Register (as hereinaftefined) an Assignment and Acceptance
Agreement in the form of Exhibit @nnexed hereto, together with any Notes subjesti¢h assignment, (d) in no event shall any assighme
be to any Person controlling, controlled by or unztemmon control with, or which is not otherwisedrfrom influence or control by, any
Borrower or the Guarantor, (e) such assignee bhak a net worth as of the date of such assignafertt less than $100,000,000.00 (unless
otherwise approved by Agent and, so long as noultefa Event of Default exists hereunder, Borroyef such assignee shall acquire an
interest in the Loans of not less than $5,000,dDar@ integral multiples of $1,000,000.00 in exdasseof (or if less, the remaining Loans of
the assignor), unless waived by the Agent, anadsg &s no Default or Event of Default exists hedeunthe Borrowers, and (g) such assic
shall be subject to the terms of any intercredigneement among the Lenders and the Agent. Upautar, delivery, acceptance and
recording of such Assignment and Acceptance Agreenii¢ the assignee thereunder shall be a pargtbend all other Loan Documents
executed by the Lenders and, to the extent providedch Assignment and Acceptance Agreement, tieveghts and obligations of a
Lender hereunder, (ii) the assigning Lender shialbhn payment to the Agent of the registration &ferred to in §18.2, be released from its
obligations under this Agreement arising afterdffective date of such assignment with respedté¢cassigned portion of its interests, rights
and obligations under this Agreement, and (iii) Ageent may unilaterally amend Schedule th.Teflect such assignment. In connection with
each assignment, the assignee shall representamanivto the Agent, the assignor and each othedéreas to whether such assignee is
controlling, controlled by, under common controtiwor is not otherwise free from influence or cohtyy, any Borrower or the Guarantor.

8§18.2 Register The Agent shall maintain on behalf of the Borresve copy of each assignment delivered to it aratjester or similar
list (the “Register”) for the recordation of themes and addresses of the Lenders and the Commikeergntages of and principal amount of
the Loans owing to the Lenders from time to timiee Entries in the Register shall be conclusivéhénabsence of manifest error, and the
Borrowers, the Guarantor, the Agent and the Lentheng treat each Person whose name is recordeé Rebister as a Lender hereunder for
all purposes of this Agreement. The Register di@tvailable for inspection by the Borrowers aralltnders at any reasonable time and
from time to time upon reasonable prior notice. Wpach such recordation, the assigning Lender sgoggay to the Agent a registration fee
in the sum of $3,500.00.

818.3 New NotesUpon its receipt of an Assignment and Acceptahgeement executed by the parties to such assigntogether
with each Note subject to such assignment, the Agfeal record the information contained thereithia Register. Within five (5) Business
Days after receipt of notice of such assignmenmhfAgent, the Borrowers, at their own expense, shatute and deliver to the Agent, in
exchange for each surrendered Note, a new Noteetortler of such assignee in an amount equal tartfeaint assigned to such assignee
pursuant to such Assignment and Acceptance Agreeameh if the assigning Lender has retained somigopcoof its obligations hereunder, a
new Note to the order of the assigning Lender imamount equal to the amount retained by it hereur@lech new Notes shall provide that
they are replacements for the surrendered Notal,tshin an aggregate principal amount equal ¢cetligregate principal amount of the
surrendered Notes, shall be dated the effective

67



date of such Assignment and Acceptance Agreemehsiaall otherwise be in substantially the formtaf fissigned Notes. The surrendered
Notes shall be canceled and returned to the Bomy

818.4 ParticipationsEach Lender may sell participations to one orari@nders or other entities in all or a portiorsoth Lender’s
rights and obligations under this Agreement andother Loan Documents; provid#tat (a) any such sale or participation shall rifeich the
rights and duties of the selling Lender hereun@@rsuch participation shall not entitle such f@p@nt to any rights or privileges under this
Agreement or any Loan Documents, (c) such partidpahall not entitle the participant to the righitapprove waivers, amendments or
modifications, (d) such participant shall have irect rights against the Borrowers, (e) such sakffected in accordance with all applicable
laws, and (f) such participant shall not be a Rersmtrolling, controlled by or under common cohtwith, or which is not otherwise free
from influence or control by any Borrower or thed®antor. Any Lender which sells a participationlsheomptly notify the Agent of such
sale and the identity of the purchaser of suclréste

§18.5 Pledge by LendeAny Lender may at any time pledge all or any ijporbf its interest and rights under this Agreem@mtluding
all or any portion of its Note) to any of the twel#ederal Reserve Banks organized under 84 ofdtiergl Reserve Act, 12 U.S.C. 8341 or to
such other Person as the Agent may approve toesetligations of such lenders. No such pledge ®etiforcement thereof shall release the
pledgor Lender from its obligations hereunder atemany of the other Loan Documents.

§18.6_No Assignment by Borrowersleither Borrower shall assign or transfer anijtofights or obligations under this Agreement
without the prior written consent of each of thenters.

§18.7 Disclosure Borrowers agree to promptly cooperate with angde in connection with any proposed assignmepadicipation
of all or any portion of its Commitment. The Borrers agree that in addition to disclosures madedoraance with standard banking
practices any Lender may disclose information olataiby such Lender pursuant to this Agreementdigases or participants and potential
assignees or participants hereunder; provided, henveender and Agent acknowledge that all infoioratisseminated by Borrower or
Guarantor that is not filed with the SEC is deemexdfidential. Each Lender agrees for itself thahiall use reasonable efforts in accordance
with its customary procedures to hold confidersiahon-public information obtained from Borrowensthe Guarantor, and shall use
reasonable efforts in accordance with its custorpasgedures to not disclose such information toather Person, it being understood and
agreed that, notwithstanding the foregoing, a Lena&y make (a) disclosures to its participants\{joled such Persons are advised of the
provisions of this §18.7), (b) disclosures to it®dtors, officers, employees, Affiliates, accoumsa appraisers, legal counsel and other
professional advisors of such Lender (provided sah Persons who are not employees of such Lemdexdvised of the provision of this
818.7), (c) disclosures customarily provided ospembly required by any potential or actual bode &issignee, transferee or participant or
their respective directors, officers, employeediliafes, accountants, appraisers, legal counselatimer professional advisors in connection
with a potential or actual assignment or transfesiich Lender of any Loans or any participatiorsdm (provided such Persons are advised
of the provisions of this §18.7),
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(d) disclosures to bank regulatory authoritiesedf-segulatory bodies with jurisdiction over suchrider, or (e) disclosures required or
requested by any other governmental authority presentative thereof or pursuant to legal progassjided that, unless specifically
prohibited by applicable law or court order, eaemder shall notify Borrowers of any request by gayernmental authority or representative
thereof prior to disclosure (other than any suciuest in connection with any examination of suchdear by such government authority) for
disclosure of any such non-public information ptimdisclosure of such information. Non-public infa@tion shall not include any

information which is or subsequently becomes plphwailable other than as a result of a disclosdireuch information by a Lender, or prior
to the delivery to such Lender is within the possmsof such Lender if such information is not kmolay such Lender to be subject to another
confidentiality agreement with or other obligatimfssecrecy to any Borrower or the Guarantor, gdieghble, or is disclosed with the prior
approval of Borrowers. Nothing herein shall prohthie disclosure of non-public information to theemt necessary to enforce the Loan
Documents.

§18.8 Amendments to Loan Document$pon any such assignment or participation, thedeers and the Guarantor shall, upon the
request of the Agent, enter into such documentsasbe reasonably required by the Agent to modlié/ltoan Documents to reflect such
assignment or participation.

§19. NOTICES.

Each notice, demand, election or request providedif permitted to be given pursuant to this Agreetihereinafter in this 819 referi
to as “Notice”), but specifically excluding to theaximum extent permitted by law any notices ofittgtitution or commencement of
foreclosure proceedings, must be in writing andl dfeadeemed to have been properly given or selbyeggersonal delivery or by sending se
by overnight courier or by depositing same in thtéd States Mail, postpaid and registered orfoedlti return receipt requested, or as
expressly permitted herein, by telegraph, telectadgfax or telex, and addressed as follows:
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If to the Agent or KeyBank:

KeyBank National Association
1200 Abernathy Road, N.E.
Suite 1550

Atlanta, Georgia 30328

Attn: Ms. Jennifer Wells
Telecopy No.: (770) 510-2195

With a copy to:

McKenna Long & Aldridge LLP
Suite 5300

303 Peachtree Street, N.E.
Atlanta, Georgia 30308

Attn: William F. Timmons, Esq.
Telecopy No.: (404) 527-4198

If to the Borrowers:

c/o Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road "5 loor

Reston, Virginia 20190

Attn: Christopher Clemente

Telecopy No.: (703) 760-1520

With a copy to:

c/o Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road "5 loor

Reston, Virginia 20190

Attn: Jubal Thompson, Esg.

Telecopy No.: (703) 760-1520

to any other Lender which is a party hereto, atthdress for such Lender set forth on its signgiage hereto, and to any Lender which may
hereafter become a party to this Agreement, at addness as may be designated by such Lender.Ngdite shall be effective upon being
personally delivered or upon being sent by overniglurier or upon being deposited in the Unitedetd/ail as aforesaid, or if transmitted
telegraph, telecopy, telefax or telex is permittguhn being sent and confirmation of receipt. Tiretperiod in which a response to such
Notice must be given or any action taken with resgigereto (if any), however, shall commence tofrom the date of receipt if persona
delivered or sent by overnight courier, or if spagted in the United States Malil, the earlierhwée (3) Business Days following such def

or the date of receipt as disclosed on the reeeript. Rejection or other refusal to accept oitlability to deliver because of changed
address for which no notice was given shall be dekto be receipt of the Notice sent. By givingeaist fifteen (15) days prior Notice there

a Borrower, a Lender or Agent shall have the righh time to time and at any time during the terfinthis Agreement to change their
respective addresses and each shall have thaaighecify as its address any other address witlgirtnited States of America.
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§20. RELATIONSHIP.

Neither the Agent nor any Lender has any fiduciafgitionship with or fiduciary duty to the Borroveesr the Guarantor arising out of
in connection with this Agreement or the other L&ntuments or the transactions contemplated heegward! thereunder, and the
relationship between each Lender and Agent, an8dnmwers is solely that of a lender and borrovaed nothing contained herein or in any
of the other Loan Documents shall in any mannesdmstrued as making the parties hereto partneng,\jenturers or any other relationship
other than lender and borrower.

§21. GOVERNING LAW; CONSENT TO JURISDICTION AND SERVICI

THIS AGREEMENT AND EACH OF THE OTHER LOAN DOCUMENTS , EXCEPT AS OTHERWISE SPECIFICALLY
PROVIDED HEREIN OR THEREIN, SHALL BE GOVERNED BY TH E LAWS OF THE COMMONWEALTH OF VIRGINIA.
THE BORROWERS AGREE THAT ANY SUIT FOR THE ENFORCEME NT OF THIS AGREEMENT OR ANY OF THE OTHER
LOAN DOCUMENTS MAY BE BROUGHT IN ANY COURT OF COMPE TENT JURISDICTION IN THE COMMONWEALTH
OF VIRGINIA (INCLUDING ANY FEDERAL COURT SITTING TH EREIN). EACH BORROWER FURTHER ACCEPTS,
GENERALLY AND UNCONDITIONALLY, THE NON EXCLUSIVE JU RISDICTION OF SUCH COURTS AND ANY RELATED
APPELLATE COURT AND IRREVOCABLY (i) AGREES TO BE BO UND BY ANY JUDGMENT RENDERED THEREBY WITH
RESPECT TO THIS AGREEMENT AND ANY OF THE OTHER LOAN DOCUMENTS AND (ii) WAIVES ANY OBJECTION IT
MAY NOW OR HEREAFTER HAVE AS TO THE VENUE OF ANY SU CH PROCEEDING BROUGHT IN SUCH A COURT OR
THAT SUCH A COURT IS AN INCONVENIENT FORUM. EACH BO RROWER FURTHER AGREES THAT SERVICE OF
PROCESS IN ANY SUCH SUIT MAY BE MADE UPON SUCH BORROWER BY MAIL AT THE ADDRESS SPECIFIED IN
SECTION 19 HEREOF. IN ADDITION TO THE COURTS OF THE COMMONWEALTH OF VIRGINIA OR ANY FEDERAL
COURT SITTING THEREIN, THE AGENT OR ANY LENDER MAY BRING ACTION(S) FOR ENFORCEMENT ON A
NONEXCLUSIVE BASIS WHERE ANY COLLATERAL OR ASSETS O F BORROWERS OR THE GUARANTOR EXIST AND
THE BORROWERS CONSENT TO THE NONEXCLUSIVE JURISDICT ION OF SUCH COURTS AND THE SERVICE OF
PROCESS IN ANY SUCH SUIT BEING MADE UPON THE BORROWERS BY MAIL AT THE ADDRESS SPECIFIED IN
SECTION 19 HEREOF.

§22. HEADINGS.
The captions in this Agreement are for conveniafaeference only and shall not define or limit grevisions hereof.
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§23. COUNTERPARTS

This Agreement and any amendment hereof may baitsei several counterparts and by each partysaparate counterpart, each of
which when so executed and delivered shall be igimalt, and all of which together shall constitotee instrument. In proving this Agreem
it shall not be necessary to produce or accounhfme than one such counterpart signed by the pgainst whom enforcement is sought.

§24. ENTIRE AGREEMENT, ETC

This Agreement and the Loan Documents is intengetid parties as the final, complete and exclustagzment of the transactions
evidenced by this Agreement and the Loan Documétitprior or contemporaneous promises, agreemamtsunderstandings, whether oral
or written, are deemed to be superceded by thiséxgent and the Loan Documents, and no party isigebn any promise, agreement or
understanding not set forth in this Agreement &edltoan Documents. Neither this Agreement nor any thereof may be changed, waived,
discharged or terminated, except as provided in §27

§25. WAIVER OF JURY TRIAL AND CERTAIN DAMAGE CLAIMS.

EACH OF THE BORROWERS, THE AGENT AND THE LENDERS HE REBY WAIVES ITS RIGHT TO A JURY TRIAL
WITH RESPECT TO ANY ACTION OR CLAIM ARISING OUT OF ANY DISPUTE IN CONNECTION WITH THIS
AGREEMENT, ANY NOTE OR ANY OF THE OTHER LOAN DOCUME NTS, ANY RIGHTS OR OBLIGATIONS HEREUNDER
OR THEREUNDER OR THE PERFORMANCE OF SUCH RIGHTS AND OBLIGATIONS. EACH BORROWER HEREBY
WAIVES ANY RIGHT IT MAY HAVE TO CLAIM OR RECOVER IN  ANY SUCH LITIGATION ANY SPECIAL, INDIRECT OR
CONSEQUENTIAL DAMAGES AND TO THE EXTENT PERMITTED B Y APPLICABLE LAW, PUNITIVE OR ANY DAMAGES
OTHER THAN, OR IN ADDITION TO, ACTUAL DAMAGES. EACH OF THE BORROWERS (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY LENDER OR THE AGENT HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH LENDER OR THE AGENT WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVERS AND (B) ACKNOWLEDGES THAT THE AGENT AND THE LENDERS HAVE BEEN INDUCED
TO ENTER INTO THIS AGREEMENT AND THE OTHER LOAN DOC UMENTS TO WHICH THEY ARE PARTIES BY,
AMONG OTHER THINGS, THE WAIVERS AND CERTIFICATIONS CONTAINED IN THIS §25. EACH OF THE
BORROWERS, THE AGENT AND THE LENDERS ACKNOWLEDGE TH AT IT HAS HAD AN OPPORTUNITY TO REVIEW
THIS 8§25 WITH LEGAL COUNSEL AND THAT EACH OF THE BO RROWERS , THE AGENT AND THE LENDERS AGREES
TO THE FOREGOING AS ITS FREE, KNOWING AND VOLUNTARY ACT.

§26. DEALINGS WITH THE BORROWERS

The Agent, the Lenders and their affiliates mayeptceposits from, extend credit to, invest in,actrustee under indentures of, serve
as financial advisor of, and generally engage ynkand of banking, trust or other business with Barowers and the Guarantor or any of
their Affiliates regardless of the capacity of thgent or the Lender hereunder. The Lenders
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acknowledge that, pursuant to such activities, kayBor its Affiliates may receive information redeng such Persons (including informat
that may be subject to confidentiality obligatiangavor of such Person) and acknowledge that thenAshall be under no obligation to
provide such information to them.

§27. CONSENTS, AMENDMENTS, WAIVERS, ETC

Except as otherwise expressly provided in this Agrent, any consent or approval required or perchiitethis Agreement may be
given, and any term of this Agreement or of anyeoihstrument related hereto or mentioned hereiy lb@samended, and the performance or
observance by the Borrowers or the Guarantor oftamgs of this Agreement or such other instrumenhe continuance of any Default or
Event of Default may be waived (either generallynoa particular instance and either retroactiva@lyprospectively) with, but only with, the
written consent of the Majority Lenders. Notwitheiéng the foregoing, none of the following may acaithout the written consent of each
Lender: (a) a reduction in the rate of interesth@Notes; (b) an increase in the amount of the i@ibments of the Lenders; (c) a forgiveness,
reduction or waiver of the principal of any unpaiman or any interest thereon or fee payable urfdet ban Documents; (d) a change in the
amount of any fee payable to a Lender hereundethéepostponement of any date fixed for any payroéprincipal of or interest on the
Loan; (f) an extension of the Maturity Date; (g)fenge in the manner of distribution of any payrsénthe Lenders or the Agent; (h) the
release of the Borrower or any Guarantor or anyaBohl except as otherwise provided in 85.2;rfipmendment of the definition of Major
Lenders or of any requirement for consent by athefLenders; (j) any modification to require a dento fund a pro rata share of a request
for an advance of the Loan made by a Borrower dtiear based on its Commitment Percentage; (k) andment to this §27; or (I) an
amendment of any provision of this Agreement orltban Documents which requires the approval obithe Lenders or the Majority
Lenders to require a lesser number of Lenderspooap such action. The provisions of §14 may naafended without the written consent
of the Agent. The Borrowers agree to enter intd, tancause the Guarantor to enter into, such mzadifins or amendments of this Agreement
or the other Loan Documents as reasonably maydueested by KeyBank in connection with the syndiatf the Loan, providethat no
such amendment or modification materially affeaténoreases any of the obligations of the Borroveer&uarantor hereunder. No waiver
shall extend to or affect any obligation not exphgsvaived or impair any right consequent therédm.course of dealing or delay or omission
on the part of the Agent or any Lender in exergisiny right shall operate as a waiver thereof bewtise be prejudicial thereto. No notice to
or demand upon any of the Borrowers or the Guarasftall entitle the Borrowers or the Guarantortteeo or further notice or demand in
similar or other circumstances.

§28. SEVERABILITY.

The provisions of this Agreement are severable,ifaaudy one clause or provision hereof shall bellieValid or unenforceable in whole
or in part in any jurisdiction, then such invalidir unenforceability shall affect only such claaserovision, or part thereof, in such
jurisdiction, and shall not in any manner affeattsglause or provision in any other jurisdictionaay other clause or provision of tl
Agreement in any jurisdiction.
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§29. TIME OF THE ESSENCE

Time is of the essence with respect to each ang @a¥enant, agreement and obligation of the Boemsvand the Guarantor under this
Agreement and the other Loan Documents.

8§30. NO UNWRITTEN AGREEMENTS

THE LOAN DOCUMENTS REPRESENT THE FINAL AGREEMENT BE TWEEN THE PARTIES AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF THE
PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BET WEEN THE PARTIES. ANY ADDITIONAL TERMS OF
THE AGREEMENT BETWEEN THE PARTIES ARE SET FORTH BEL OW.

§31. REPLACEMENT NOTES

Upon receipt of evidence reasonably satisfactotheoBorrowers of the loss, theft, destruction atifation of any Note, and in the case
of any such loss, theft or destruction, upon dejive an indemnity agreement reasonably satisfgdtmBorrowers or, in the case of any such
mutilation, upon surrender and cancellation ofapplicable Note, the Borrowers will execute andvée| in lieu thereof, a replacement Note,
or identical in form and substance to the appliedthbte and dated as of the date of the applicabte Bind upon such execution and delivery
all references in the Loan Documents to such Na##l be deemed to refer to such replacement Note.

§32. NO THIRD PARTIES BENEFITED

This Agreement and the other Loan Documents areeraad entered into for the sole protection andl legaefit of the Borrowers, the
Lenders, the Agent and their permitted successuatsasigns, and no other Person shall be a diréoetlivect legal beneficiary of, or have a
direct or indirect cause of action or claim in ceation with, this Agreement or any of the other h@ocuments. All conditions to the
performance of the obligations of the Agent andltéeders under this Agreement, including the obidgato make Loans, are imposed solely
and exclusively for the benefit of the Agent ané tienders and no other Person shall have standliregjtiire satisfaction of such conditions
in accordance with their terms or be entitled tsuase that the Agent and the Lenders will refusaaée Loans in the absence of strict
compliance with any or all thereof and no othersBershall, under any circumstances, be deemedadbeeficiary of such conditions, any
and all of which may be freely waived in whole opiart by the Agent and the Lenders at any tinre ifieir sole discretion they deem it
desirable to do so. In particular, the Agent araltanders make no representations and assumeigatabis as to third parties concerning
the quality of the construction by the Borrowersanf/ development or the absence therefrom of defect

§33. PATRIOT ACT.

Each Lender and the Agent (for itself and not onaltfeof any Lender) hereby notifies Borrowers anga€ntor that, pursuant to the
requirements of the Patriot Act, it is requiredtdain, verify and record information that idergffieach Borrower, which information inclus
names and addresses and other information thaalail such Lender or the Agent, as applicablédémtify Borrowers in accordance with
the Patriot Act.
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834. JOINT AND SEVERAL LIABILITY

Each of the Borrowers covenants and agrees thhtaratevery covenant and obligation of any Borromereunder and under the other
Loan Documents shall be the joint and several akitgs of each Borrower.

§35. ADDITIONAL AGREEMENTS CONCERNING OBLIGATIONS OF BOROWERS

835.1 Attorneyin-Fact. For the purpose of implementing the joint borroweovisions of the Loan Documents, the Borrowensehy
irrevocably appoint each other as their agent &dreey-infact for all purposes of the Loan Documents, initigdhe giving and receiving
notices and other communications.

§35.2 Accommodationlt is understood and agreed that the handlingiefcredit facility on a joint borrowing basis st forth in this
Agreement is solely as an accommodation to theddars and at their request. Accordingly, the Agent the Lenders are entitled to rely,
and shall be exonerated from any liability for refyupon, any Loan Request or any other requesbmmunication made by a purported
officer of any Borrower without the need for anynsent or other authorization of any other Borrowmu upon any information or certificate
provided on behalf of any Borrower by a purportéfiter of such Borrower, and any such request beoaction shall be fully binding on
each Borrower as if made by it.

§35.3 Waiver of Automatic or Supplemental St&ach of the Borrowers represents, warrants andnamts to the Lenders and Agent
that in the event of the filing of any voluntaryiovoluntary petition in bankruptcy by or againseé tother of the Borrowers at any time
following the execution and delivery of this Agreemy, neither of the Borrowers shall seek a suppteahstay or any other relief, whether
injunctive or otherwise, pursuant to Section 10%hef Bankruptcy Code or any other provision of Baamkruptcy Code, to stay, interdict,
condition, reduce or inhibit the ability of the Laars or Agent to enforce any rights it has by wrtd this Agreement, the Loan Documents, or
at law or in equity, or any other rights the Lersder Agent has, whether now or hereafter acquagdinst the other Borrower or against any
property owned by such other Borrower.

§35.4 Waiver of Defensessach of the Borrowers hereby waives and agreetrassert or take advantage of any defense hgsed

(a) Any right to require Agent or the Lenders togeed against the other Borrower or any other Rersto proceed against or
exhaust any security held by Agent or the Lendeesg time or to pursue any other remedy in Ageot'any Lender’s power or under any
other agreement before proceeding against a Borrbereunder or under any other Loan Document;

(b) The defense of the statute of limitations iy antion hereunder or the payment or performan@ngfof the Obligations;
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(c) Any defense that may arise by reason of thagacity, lack of authority, death or disabilityarfy other Person or Persons or
the failure of Agent or any Lender to file or erfera claim against the estate (in administratiankbuptcy or any other proceeding) of any
other Person or Persons;

(d) Any failure on the part of Agent or any Lendemlascertain the extent or nature of any Collaterany insurance or other rights
with respect thereto, or the liability of any paligble under the Loan Documents or the obligatievisenced or secured thereby;

(e) Demand, presentment for payment, notice of apment, protest, notice of protest and all othdices of any kind (except for
such notices as are specifically required to b&igeal to Borrowers pursuant to the Loan Documentsihe lack of any thereof, including,
without limiting the generality of the foregoingptice of the existence, creation or incurring of aew or additional indebtedness or
obligation or of any action or non-action on thetjpd any Borrower, Agent, any Lender, any endomesreditor of Borrowers or on the part
of any other Person whomsoever under this or amgrahstrument in connection with any obligatioreeidence of indebtedness held by
Agent or any Lender;

() Any defense based upon an election of remdualje&gent or any Lender, including any election togeed by judicial or
nonjudicial foreclosure of any security, whetheal igroperty or personal property security, or bgdia lieu thereof, and whether or not ev
aspect of any foreclosure sale is commerciallyaeaile, or any election of remedies, including réie® relating to real property or personal
property security, which destroys or otherwise iirgpthe subrogation rights of a Borrower or thétggof a Borrower to proceed against the
other Borrower for reimbursement, or both;

(9) Any right or claim of right to cause a marshglof the assets of Borrowers;

(h) Any principle or provision of law, statutory otherwise, which is or might be in conflict withetterms and provisions of this
Agreement;

(i) Any duty on the part of Agent or any Lendedisclose to Borrowers any facts Agent or any Lemday now or hereafter kna
about Borrowers or the Collateral, regardless oftiver Agent or any Lender has reason to believeatiasuch facts materially increase the
risk beyond that which each Borrower intends tauamsor has reason to believe that such facts dmown to Borrowers or has a reasonable
opportunity to communicate such facts to Borrowiseing understood and agreed that each Borr@nfetly responsible for being and
keeping informed of the financial condition of théher Borrower, of the condition of the Mortgagederty or the Collateral and of any and
all circumstances bearing on the risk that liapifitay be incurred by Borrowers hereunder and utideother Loan Documents;

()) Any lack of notice of disposition or of mannafdisposition of any Collateral;
(k) Any inaccuracy of any representation or oth@vfsion contained in any Loan Document;

76



() Any sale or assignment of the Loan Documentsny interest therein;

(m) Any sale or assignment by a Borrower or angoferson of any Collateral, or any portion thedhterest therein, whether
or not consented to by Agent or any Lender;

(n) Any invalidity, irregularity or unenforceabiitin whole or in part, of any one or more of theah Documents;
(o) Any lack of commercial reasonableness in dealiith the Collateral;

(p) Any deficiencies in the Collateral or any dafitcy in the ability of Agent or any Lender to &t or to obtain performance
from any Persons now or hereafter liable for thgnpent and performance of any obligation hereby gutaed;

(a) An assertion or claim that the automatic stepvjoled by 11 U.S.C. §362 (arising upon the volanta involuntary bankruptcy
proceeding of the other Borrower) or any other gta@yided under any other debtor relief law (whettatutory, common law, case law or
otherwise) of any jurisdiction whatsoever, now erdafter in effect, which may be or become appleadhall operate or be interpreted to
stay, interdict, condition, reduce or inhibit tHaldy of Agent or any Lender to enforce any ofiitghts, whether now or hereafter required,
which Agent or any Lender may have against a Boeraw the Collateral owned by it;

(r) Any modifications of the Loan Documents or abligation of Borrowers relating to the Loan by ogién of law or by action
of any court, whether pursuant to the Bankruptcgde& @r any other debtor relief law (whether stagytoommon law, case law or otherwise)
of any jurisdiction whatsoever, now or hereafteeffect, or otherwise;

(s) Any release of a Borrower or of any other Perfsom performance or observance of any of theexgemnts, covenants, terms
conditions contained in any of the Loan Documentsjeration of law, Agent’s or the Lenders’ volumytact or otherwise;

(t) Any action, occurrence, event or matter conseimd by Borrowers under any provision hereof,tbeowise;
(u) The dissolution or termination of existencean Borrower;

(v) Either with or without notice to Borrowers, argnewal, extension, modification, amendment ottarochanges in the
Obligations, including but not limited to any maamlteration of the terms of payment or perforggnf the Obligations;

(w) Any defense of Borrowers, including without Itation, the invalidity, illegality or unenforcedity of any of the Obligations;
or

(x) To the fullest extent permitted by law, anyattegal, equitable or surety defenses whatsoewshich Borrowers might
otherwise be entitled, it being the intention ttheet obligations of Borrowers hereunder are abspluteonditional and irrevocable.
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§35.5 Waiver. Each of the Borrowers waives, to the fullest ekthat each may lawfully so do, the benefit ofagdpraisement,
valuation, stay, extension, homestead, exemptidirediemption laws which such Person may claim ek se take advantage of in order to
prevent or hinder the enforcement of any of then_Lbacuments or the exercise by Lenders or Ageangfof their respective remedies under
the Loan Documents and, to the fullest extenttt@Borrowers may lawfully so do, such Person waamy and all right to have the assets
comprised in the security intended to be createthbysecurity Documents (including, without limitet, those assets owned by the other of
the Borrowers) marshaled upon any foreclosure ®fiin created by such Security Documents. EatheoBorrowers further agrees that the
Lenders and Agent shall be entitled to exercisi tespective rights and remedies under the Loagub@nts or at law or in equity in such
order as they may elect. Without limiting the favegy, each of the Borrowers further agrees thanupe occurrence of an Event of Default,
the Lenders and Agent may exercise any of suchsrigid remedies without notice to either of therBoers except as required by law or the
Loan Documents and agrees that neither the Lemaer&gent shall be required to proceed againsbther of the Borrowers or any other
person or to proceed against or to exhaust any etwairity held by the Lenders or Agent at any toné pursue any other remedy in
Lender’s or Agent’s power or under any of the L&wtuments before proceeding against a Borroweasa@ssets under the Loan Documents.

§35.6_SubordinationEach of the Borrowers hereby expressly waivesrhy of contribution from or indemnity againsetbther,
whether at law or in equity, arising from any payisemade by such Person pursuant to the termssof\tfiteement or the Loan Documents,
and each of the Borrowers acknowledges that inbasght whatsoever to proceed against the othereimbursement of any such payments.
In connection with the foregoing, each of the Bareos expressly waives any and all rights of subiogao the Lenders or Agent against the
other of the Borrowers, and each of the Borrowerghby waives any rights to enforce any remedy wttieh_enders or Agent may have
against the other of the Borrowers and any rightsatrticipate in any Collateral or any other aseéthe other Borrower. In addition to and
without in any way limiting the foregoing, eachtb& Borrowers hereby subordinates any and all itedigtess it may now or hereafter owe to
such other Borrower to all indebtedness of the @aers to the Lenders and Agent, and agrees withéhders and Agent that neither of the
Borrowers shall claim any offset or other reductidrsuch Borrower’s obligations hereunder becadsay such indebtedness and shall not
take any action to obtain any of the Collaterahioy other assets of the other Borrower.

836. CONFLICT.

In the event of any express inconsistency betwieererms of this Agreement and the other Loan Daus) the terms of this
Agreement shall control.

§37. AMENDMENT AND RESTATEMENT OF ORIGINAL LOAN AGREEMEN'S.

This Agreement amends and restates in its entinetyDriginal Potomac Loan Agreement and the Oridatation View Loan
Agreement. The loan documents relating to the lecansemplated by the Original Station View Loan égment and the Original Potomac
Loan Agreement other than the loan agreement, oy note(s) and deeds of trust, which are eaicly ls@nended and restated, are hereby
terminated. Borrowers acknowledges the
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assignments evidenced by the Assignment of Potdrmans Documents and the Assignment of Station Vi@ariDocuments. Furthermore
order to induce Agent and the Lenders to accept assignments, each Borrower, for itself and itssheuccessors and assigns, represents
and warrants to Agent and the Lenders that suctoBer has no defenses, setoffs, claims, countenslar causes of action of any kind or
nature whatsoever with respect to the loan docusmante particularly described therein as of the tatreof, the administration or funding
the existing loans on the Station View Projecthar Potomac Project, as applicable or with resmeahy acts or omissions of the existing
lender, and each Borrower does hereby expressiyewedlease and relinquish any and all such de$esseoffs, claims, counterclaims and
causes of action, if any, whether now known or &aktee discovered.

[SIGNATURES BEGIN ON FOLLOWING PAGE]
79



IN WITNESS WHEREOF , each of the undersigned have caused this Agregmée executed by its duly authorized represamsit
as of the date first set forth above.

BORROWERS :

COMSTOCK STATION VIEW, L.C. ,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manac

By:

Name: Bruce Labovitz
Title: Chief Financial Office
(SEAL)

COMSTOCK POTOMAC YARD, L.C.,
a Virginia limited liability compan

By:  Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manac

By:

Na.me: Bruce Labovitz
Title: Chief Financial Office
(SEAL)

AGENT AND LENDERS :

KEYBANK NATIONAL ASSOCIATION,
individually and as Ager

By:

Name:

Title:
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EXHIBIT A
FORM OF AMENDED AND RESTATED NOTE

$ March__ , 200¢

FOR VALUE RECEIVED, the undersigne@OMSTOCK STATION VIEW, L.C. , a Virginia limited liability company, and
COMSTOCK POTOMAC YARD, L.C. , a Virginia limited liability company (collectivg] “Maker”), hereby jointly and severally promise
to pay to (“Payee™),or order, in accordance with the terms of thataiert oan Agreement, dated as of Ma
__, 2008, as from time to time in effect, among Malk&ryBank National Association, for itself and ageht, and such other Lenders as may
be from time to time named therein (the “Loan Agneat”), to the extent not sooner paid, on or betbeeMaturity Date, the principal sum of

$ ), or such amount as may be advanced by the Pawyksx the Loan Agreement as a Loan with daily irgefmm the
date thereof, computed as provided in the Loan ément, on the principal amount hereof from timértee unpaid, at a rate per annum on
each portion of the principal amount which shaklatimes be equal to the rate of interest appliedo such portion in accordance with the
Loan Agreement, and with interest on overdue ppiaicand, to the extent permitted by applicable lamvpverdue installments of interest and
late charges at the rates provided in the Loan ément. Interest shall be payable on the datesfigzbm the Loan Agreement, except that all
accrued interest shall be paid at the stated @l@@ted maturity hereof or upon the prepaymefilirhereof. Capitalized terms used herein
and not otherwise defined herein shall have theninga set forth in the Loan Agreement.

Payments hereunder shall be made to the AgenttédPayee at 127 Public Square, Cleveland, Ohio443@6, or at such other addr
as Agent may designate from time to time.

This Note is one of one or more Notes evidencingdwaings under and is entitled to the benefits sugject to the provisions of the
Loan Agreement. The principal of this Note may be dnd payable in whole or in part prior to the iidy Date and is subject to mandatory
prepayment in the amounts and under the circumssaset forth in the Loan Agreement, and may begidep whole or from time to time in
part, all as set forth in the Loan Agreement.

Notwithstanding anything in this Note to the contrall agreements between the undersigned MalkeétrenlLenders and the Agent,
whether now existing or hereafter arising and wéettritten or oral, are hereby limited so that amaontingency, whether by reason of
acceleration of the maturity of any of the Obligas or otherwise, shall the interest contracteddioarged or received by the Lenders exceed
the maximum amount permissible under applicable Igfrom any circumstance whatsoever, interestild@therwise be payable to the
Lenders in excess of the maximum lawful amount,kerest payable to the Lenders shall be reduzétet maximum amount permitted
under applicable law; and if from any circumstatiez Lenders shall ever receive anything of valuent interest by applicable law in
excess of the maximum lawful amount, an amount leguany excessive interest shall be applied ta¢eiction of the principal balance of
the Obligations of the undersigned Maker and tgpdagment of interest or, if such excessive inteegsteds the unpaid balance of principi
the Obligations of the undersigned Maker, such exehall be refunded to the undersigned
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Maker. All interest paid or agreed to be paid ® ltlenders shall, to the extent permitted by appletaw, be amortized, prorated, allocated
and spread throughout the full period until paymertill of the principal of the Obligations of thendersigned Maker (including the perioc
any renewal or extension thereof) so that the éstethereon for such full period shall not exceedrhaximum amount permitted by applici
law. This paragraph shall control all agreementa/ben the undersigned Maker and the Lenders andghat.

The undersigned Maker represents and warrantshtbgiroceeds of this Note are being used exclusfeelbusiness or investment
purposes within the meaning and intent of Sectidr330.75 of the Code of Virginia (1950), as amehde

In case an Event of Default shall occur, the emimecipal amount of this Note may become or bdated due and payable in the
manner and with the effect provided in said Loame&gnent.

This Note shall be governed by the laws of the Commealth of Virginia.

The undersigned Maker and all guarantors and eagohereby waive presentment, demand, notice, giratetice of intention to
accelerate the indebtedness evidenced herebyeraftacceleration of the indebtedness evidencezblyeand all other demands and notice
connection with the delivery, acceptance, perforreaand enforcement of this Note, except as spatiifiotherwise provided in the Loan
Agreement, and assent to extensions of time of paymor forbearance or other indulgence withoutagoti

This Note is delivered in amendment and restatemiethte Original Potomac Note and the Original iBtav/iew Note.

IN WITNESS WHEREOF, the undersigned has by its @ulthorized officer executed this Note under seahe day and year first
above written.

COMSTOCK POTOMAC YARD, L.C,,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manac

By:
Name:
Title:

[CORPORATE SEAL]
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COMSTOCK STATION VIEW, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manag

By:

Name:

Title:

(SEAL)
Exhibit A - Page &



EXHIBIT B
FORM OF REQUEST FOR LOAN

KeyBank National Association, as Agent
4035 Ridge Top Rd

5th Floor

Fairfax, VA 22030

Attn: Kas Govender

Ladies and Gentlemen:

Pursuant to the provisions of 82.3 of the Loan &grent dated as of March , 2008 (as the same may hereafter be amended, da@ ‘
Agreement”), among Comstock Station View, L.C. &uistock Potomac Yard, L.C. (collectively, the “Biwers”), KeyBank National
Association for itself and as Agent, and the otlemders from time to time party thereto, the unideresd Borrower hereby requests and
certifies as follows:

1. Loan. The undersigned Borrower hereby requests a Lodang2.1 of the Loan Agreement:

Principal Amount: $

Type (LIBOR Rate, Base Rate):
Drawdown Date:

Interest Period for LIBOR Rate Loans:

by credit to the general account of the undersigdauower with the Agent at the Agent’s Head Office
2. Use of ProceedsSuch Loan shall be used for purposes permitte82hly of the Loan Agreement.

3. No Default The undersigned chief financial officer or chéetounting officer of the undersigned Borroweritied that the
Borrowers and the Guarantor are and will be in danpe with all covenants under the Loan Documaefits giving effect to the making of
the Loan requested hereby and no Default or EViedetault has occurred and is continuing.

4. Representations Trud he undersigned chief financial officer or chéetounting officer of undersigned Borrower cersfieepresent
and agrees that each of the representations amdntias made by or on behalf of the Borrowers &ed3uarantor, contained in the Loan
Agreement, in the other Loan Documents or in angudeent or instrument delivered pursuant to or innaztion with the Loan Agreement
was true in all material respects as of the dateluioh it was made and, is true in all materiapexts as of the date hereof and shall also be
true at and as of the Drawdown Date for the Loguested hereby, with the same effect as if madadis of such Drawdown Date, except
to the extent of changes resulting from transastjpermitted by the Loan Documents (it being undexstind agreed that any representation
or warranty which by its terms is made as of a Sigelcdate shall be required to be true and comety as of such specified date).
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5. Other Conditions The undersigned chief financial officer or chietounting officer of the undersigned Borrower ifieg, represents
and agrees that all other conditions to the makirthe Loan requested hereby set forth in the LAgreement have been satisfied.

6. Definitions. Terms defined in the Loan Agreement are usedreri¢gh the meanings so defined.

IN WITNESS WHEREOF, the undersigned has duly exatthis request this day of__, 200 __

Exhibit B - Page <

COMSTOCK STATION VIEW, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manac

By:
Name:
Title:

(CORPORATE SEAL

COMSTOCK POTOMAC YARD, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc., a
Delaware corporation, its Manac

By:
Name:
Title:

(CORPORATE SEAL



EXHIBIT C
FORM OF ASSIGNMENT AND ACCEPTANCE AGREEMENT

THIS ASSIGNMENT AND ACCEPTANCE AGREEMENT (this “Agreement”) dated , by and between
(“Assignor”), and (“Assignee”).
WITNESSETH:

WHEREAS , Assignor is a party to that certain Loan Agreetnéated March__, 2008, by and amongOMSTOCK STATION
VIEW, L.C. andCOMSTOCK POTOMAC YARD, L.C. (collectively, “Borrowers”), the other lenders tlat or may become a party
thereto, andKEYBANK NATIONAL ASSOCIATION , individually and as Agent (the “Loan Agreementijid

WHEREAS , Assignor desires to transfer to Assigfieescribe assigned Commitmentsjinder the Loan Agreement and its rights with
respect to the Commitment assigned and its Outstgraans with respect thereto;

NOW, THEREFORE , for and in consideration of the sum of Ten and186 Dollars ($10.00) and other good and valuable
considerations, the receipt and sufficiency of Wwhice hereby acknowledged, Assignor and Assignezbli@gree as follows:

1. Definitions. Terms defined in the Loan Agreement and usedreri¢ghout definition shall have the respective miegs assigned to
such terms in the Loan Agreement.

2. Assignment

(a) Subject to the terms and conditions of thisegnent and in consideration of the payment to bierbg Assignee to Assignor
pursuant to Paragraph 5 of this Agreement, effediw of the “Assignment Date” (as defined in Paplgr7 below), Assignor hereby
irrevocably sells, transfers and assigns to Assigméthout recourse, (i) a portion of its Note fre amount of $ representing a $

Loan Commitment, and a percent (__%) Loan Commitment Percentage, (i) a $ Loan Commitment, and
percent (_ %) Loan Commitment Percentage, and (iii) a corradp@ interest in and to all of the other rightslan
obligations under the Loan Agreement and the dtban Documents relating thereto (the assignedasterbeing hereinafter referred to as
“Assigned Interests”), including Assignor’s shafeb outstanding Loans with respect to the Assijirgerests and the right to receive
interest and principal on and all other fees anduarts with respect to the Assigned Interestsrathfand after the Assignment Date, all as if
Assignee were an original Lender under and siggdtothe Loan Agreement having a Loan Commitmemntétgage equal to the amount of
the respective Assigned Interests.

(b) Assignee, subject to the terms and conditi@edf, hereby assumes all obligations of Assignithr respect to the Assigned
Interests from and after the Assignment Date Asg#ignee were an original Lender under and siggdtothe Loan Agreement and the
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“Intercreditor Agreement” (as hereinafter defineghich obligations shall include, but shall notlineited to, the obligation to make Loans to
the Borrowers with respect to the Assigned Interastd to indemnify the Agent as provided thereirtlisobligations, together with all other
obligations set forth in the Loan Agreement andatier Loan Documents are hereinafter collectivefgrred to as the “Assigned
Obligations”). Assignor shall have no further dat@ obligations with respect to, and shall havéunther interest in, the Assigned
Obligations or the Assigned Interests.

3. Representations and Requests of Assignor

(a) Assignor represents and warrants to Assignekdi it is legally authorized to, and has fullyg and authority to, enter into
this Agreement and perform its obligations undés Agreement; (ii) that as of the date hereof, befyiving effect to the assignment
contemplated hereby the principal face amount Gigksor's Note is $ and Assignor’s Note is $ and the aggregate outstanding
principal balance of the Loans made by it equals $ and Loans made by it equals $ , and (iii) that it has forwarded to the Agent
the Notes held by Assignor. Assignor makes no sepretion or warranty, express or implied, and mgsuno responsibility with respect to
any statements, warranties or representations mamtén connection with the Loan Documents or ¢ixecution, legality, validity,
enforceability, genuineness or sufficiency of amah Document or any other instrument or documeamighed pursuant thereto or in
connection with the Loan, the collectability of theans, the continued solvency of the BorrowertherGuarantor or the continued existence,
sufficiency or value of the Collateral or any assaftthe Borrowers or the Guarantor which may ladized upon for the repayment of the
Loans, or the performance or observance by theoBams or the Guarantor of any of their respectiviggations under the Loan Document:
which it is a party or any other instrument or doemt delivered or executed pursuant thereto ooimmection with the Loan; other than that it
is the legal and beneficial owner of, or has thétrio assign, the interests being assigned bgréunder and that such interests are free and
clear of any adverse claim.

(b) Assignor requests that the Agent obtain replea® notes for each of Assignor and Assignee asged in the Loan
Agreement.

4. Representations of Assigneassignee makes and confirms to the Agent, Assignd the other Lenders all of the representations,
warranties and covenants of a Lender under Artitfeand 18 of the Loan Agreement. Without limitthg foregoing, Assignee (a) represents
and warrants that it is legally authorized to, &ad full power and authority to, enter into thisrégment and perform its obligations under
Agreement; (b) confirms that it has received copifesuch documents and information as it has deeapptbpriate to make its own credit
analysis and decision to enter into this Agreem@ptagrees that it has and will, independently witHout reliance upon Assignor, any other
Lender or the Agent and based upon such documedtsformation as it shall deem appropriate attitme, continue to make its own credit
decisions in evaluating the Loans, the Loan Documeéhe creditworthiness of the Borrowers and thar@ntor and the value of the assets of
the Borrowers and the Guarantor, and taking otalahg action under the Loan Documents and anydrdgditor agreement among the
Lenders and the Agent (the “Intercreditor Agreerfjeiid) appoints and authorizes the Agent to takehsaction as agent on its behalf and to
exercise such powers as are reasonably
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incidental thereto pursuant to the terms of thenLbacuments and the Intercreditor Agreement; (e@egythat, by this Assignment, Assignee
has become a party to and will perform in accordamith their terms all the obligations which by teems of the Loan Documents and the
Intercreditor Agreement are required to be perfatimgit as a Lender; (f) represents and warrarasAlssignee does not control, is not
controlled by, is not under common control with amdtherwise free from influence or control byy@orrower or the Guarantor, (g) agrees
that if Assignee is not incorporated under the laihe United States of America or any Stateai bn or prior to the date hereof delivere
Borrowers and Agent certification as to its exemmptjor lack thereof) from deduction or withholdiafjany United States federal income
taxes and (h) Assignee has a net worth as of tteehdmeof of not less than $100,000,000.00 unlesged in writing by Borrowers and Agent
as required by the Loan Agreement. Assignee aghe¢8orrowers may rely on the representation doathin Section 4(i).

5. Payments to Assignoin consideration of the assignment made pursioa®aragraph 1 of this Agreement, Assignee agrepayt to
Assignor on the Assignment Date, an amount equél to representing the aggregate principal amount oulstgrof the Loans owing 1
Assignor under the Loan Agreement and the othenl@acuments with respect to the Assigned Interests.

6. Payments by Assignossignor agrees to pay the Agent on the Assigniate the registration fee required by §18.2 efltban
Agreement.

7. Effectiveness

(a) The effective date for this Agreement shall be (the “Assignment Date”). Following the executiontbis
Agreement, each party hereto shall deliver its @xigcuted counterpart hereof to the Agent for aecege and recording in the Register by
Agent.

(b) Upon such acceptance and recording and fromattadthe Assignment Date, (i) Assignee shall Ipardy to the Loan
Agreement and the Intercreditor Agreement andhégeixtent of the Assigned Interests, have thegightl obligations of a Lender thereunder,
and (ii) Assignor shall, with respect to the Assdrinterests, relinquish its rights and be releds®ed its obligations under the Loan
Agreement and the Intercreditor Agreement.

(c) Upon such acceptance and recording and fromatitadthe Assignment Date, the Agent shall makpatments in respect of
the rights and interests assigned hereby accrdiagthe Assignment Date (including payments ofigipal, interest, fees and other amounts)
to Assignee.

(d) All outstanding LIBOR Rate Loans shall continneffect for the remainder of their applicabléeiest Periods and Assignee
shall accept the currently effective interest ratests Assigned Interest of each LIBOR Rate Loan.

8. Notices. Assignee specifies as its address for noticestarending Office for all assigned Loans, thea#§ set forth below:
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Notice Address

Attn:
Facsimile:

Domestic Lending Office Same as aboy

Eurodollar Lending Office Same as aboy

9. Payment InstructionsAll payments to Assignee under the Loan Agreersbatl be made as provided in the Loan Agreement in
accordance with the separate instructions deliverédyent.

10. Governing Law THIS AGREEMENT IS INTENDED TO TAKE EFFECT AS A $£ED INSTRUMENT FOR ALL PURPOSES
AND TO BE GOVERNED BY, AND CONSTRUED IN ACCORDANCWITH, THE LAWS OF THE COMMONWEALTH OF VIRGINI£
(WITHOUT REFERENCE TO CONFLICT OF LAWS).

11. CounterpartsThis Agreement may be executed in any humbeoohtrparts which shall together constitute butame the same
agreement.

12. Amendments This Agreement may not be amended, modified roniteated except by an agreement in writing signedésignor
and Assignee, and consented to by Agent.

13. SuccessorsThis Agreement shall inure to the benefit of plaeties hereto and their respective successorassigns as permitted
the terms of Loan Agreement and the Intercreditgre&ment.

[signatures on following page]
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IN WITNESS WHEREOF, intending to be legally bourdgch of the undersigned has caused this Agreemémet éxecuted on its beh
by its officers thereunto duly authorized, as @ tiate first above written.

ASSIGNEE:

By:
Title:

ASSIGNOR:

By:
Title:

RECEIPT ACKNOWLEDGED ANC
ASSIGNMENT CONSENTED TO BY

KEYBANK NATIONAL ASSOCIATION,
as Agent

By:
Title:

CONSENTED TO BY:

COMSTOCK STATION VIEW, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Ir
a Delaware corporation, its Mana

By:
Name:
Title:

(CORPORATE SEAL

COMSTOCK POTOMAC YARD, L.C,,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Ir
a Delaware corporation, its Mana

By:
Name:
Title:

(CORPORATE SEAL,
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EXHIBIT E
COMPLIANCE CERTIFICATE
FORM OF COMPLIANCE CERTIFICATE

KeyBank National Association, as Agent
1200 Abernathy Road, N.E., Suite 1550
Atlanta, Georgia 30328

Attn: Jennifer Wells

Ladies and Gentlemen:

Reference is made to the Loan Agreement dated Blsuath _ , 2008 (as the same may hereafter be amended, dla@ ‘Agreement”)
by and among Comstock Potomac Yard, L.C., a Viggimnited liability company, Comstock Station VieluC., a Virginia limited liability
company (collectively, “Borrowers”), KeyBank Nati@nAssociation for itself and as Agent, and theeolenders from time to time party
thereto. Terms defined in the Loan Agreement aricbtieerwise defined herein are used herein asekfimthe Loan Agreement.

Pursuant to the Loan Agreement, Borrowers are $hing to you herewith (or have most recently furaito you) the consolidated
financial statements of Borrowers for the fiscalipe ended (the “Balance Sheet Date”). Such financial statesbave
been prepared in accordance with GAAP and prea@hy the consolidated financial position of Borrens at the date thereof and the results
of its operations for the periods covered thereby.

This certificate is submitted in compliance witlquegements of §7.4(i) of the Loan Agreement. Thiewations provided below are
made using the consolidated financial statemenBoafowers as of the Balance Sheet Date adjustdtkibest good faith estimate of
Borrowers to give effect to the making of a Loanpther event that occasions the preparation efdéaitificate; and the nature of such event
and the estimate of Borrowers of its effects atdath in reasonable detail in an attachment teerBhe undersigned officer is the chief
financial officer or chief accounting officer of@aBorrower.

The undersigned representative has caused thesimawiof the Loan Documents to be reviewed and hayeaowledge of any Default
or Event of Defaultf(Note: If the signer does have knowledge of any Bault or Event of Default, the form of certificate should be
revised to specify the Default or Event of Defaultthe nature thereof and the actions taken, being f@n or proposed to be taken by the
Borrower with respect thereto.)]

The undersigned is providing the attached inforamato demonstrate compliance as of the date hanglothe covenants described in
the attachment hereto.
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IN WITNESS WHEREOF, the undersigned have duly etextthis Compliance Certificate this day of ,200_.

COMSTOCK STATION VIEW, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc.,
a Delaware corporation, its Manag

By:

Name

Title:

(CORPORATE SEAL

COMSTOCK POTOMAC YARD, L.C.,
a Virginia limited liability compan

By: Comstock Homebuilding Companies, Inc.,
a Delaware corporation, its Manag

By:

Name

Title:

(CORPORATE SEAL;
[APPENDIX TO COMPLIANCE CERTIFICATE]
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Name and Address

KeyBank National Association
1200 Abernathy Road, N.E.
Suite 1550

Atlanta, Georgia 3032

LIBOR Lending Office
Same as abov

SCHEDULE 1.1
LENDERS AND COMMITMENTS

Schedule 1.- Page 1

Loan
Commitment

$40,391,200.0

Loan Commitment

Percentage
100%



SCHEDULE 1.2
MORTGAGED PROPERTY QUALIFICATION DOCUMENTS

With respect to the Mortgaged Property, each ofalewing:

(a) Security DocumentsSuch Security Documents relating to the Mortgageaperty as the Agent shall in good faith requddy
executed and delivered by the respective parteeth.

(b) Perfection of Liens Evidence reasonably satisfactory to the AgerttttieSecurity Documents are effective to creatfawor of the
Agent a legal, valid and enforceable first liersecurity title and security interest in the MortgddProperty and that all filings, recordings,
deliveries of instruments and other actions necgssadesirable to protect and preserve such lkersecurity title or security interests have
been duly effected.

(c) Survey and TaxesThe Survey of the Mortgaged Property, togethdh wie Surveyor Certification and evidence of pagtrod all
real estate taxes, assessments and municipal shamghe Mortgaged Property which on the date tdrd@nation are required to have been
paid under §7.8.

(d) Title Insurance; Title Exception DocumentBhe Title Policy (or “markedtommitment/pro forma policy for a Title Policy) cenng
the Mortgaged Property, including all endorsemémseto, and together with proof of payment ofedls and premiums for such policy, and
true and accurate copies of all documents listezkasptions under such policy.

(e) UCC Cetrtification A certification from the Title Insurance Compangc¢ords search firm, or counsel satisfactory éoAQent that a
search of the appropriate public records disclagedonditional sales contracts, security agreemehtgtel mortgages, leases of personalty,
financing statements or title retention agreemesish affect any property, rights or intereststa Borrowers that are or are intended to be
subject to the security interest, security titlgssignments, and mortgage liens created by the BeBrcuments relating to the Mortgaged
Property except to the extent that the same achaliged and removed prior to or simultaneously tithinclusion of the Mortgaged Prope
in the Collateral.

(f) Certificates of InsuranceEach of (i) a current certificate of insurancaathe insurance maintained by the Borrowers en th
Mortgaged Property (including flood insurance itessary) from the insurer or an independent inggrbnoker dated as of the date of
determination, identifying insurers, types of iremure, insurance limits, and policy terms (or ciedies therefor signed by the insurer or an
agent authorized to bind the insurer); and (ii)sfusther information and certificates from the Bawers, their insurers and insurance brokers
as the Agent may reasonably request, all of whingl e in compliance with the requirements of thigeement.

(g) Hazardous Substance Assessmewifith respect to the Station View Project, a hdeas waste site assessment report addressed to
the Agent (or the subject of a reliance letter adsed to, and in a form reasonably satisfactorthéeoAgent) concerning Hazardous Substa
and asbestos on the Mortgaged Property dated ateghdiot more than sixty (60)
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days prior to the Closing Date, from the EnvirontaéEngineer, such report to contain no qualifimasi except those that are acceptable t
Majority Lenders in their reasonable discretion &mdtherwise be in form and substance reasonalilsfactory to the Agent in its sole
discretion. With respect to the Potomac Projecemighall not require all existing reports to bdradsed to Agent or a reliance letter.

(h) Zoning and Land Use Complianc8uch evidence regarding zoning and land use ¢angd as the Agent may require and approve
in its reasonable discretion.

(i) Additional Documents Such other agreements, documents, certificagpsyts or assurances as the Agent may reasonajpiyee
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SCHEDULE 3.3
MANDATORY PREPAYMENTS

Prepayment Datt Prepayment Amoun
March 31, 200¢ $ 20,680,380.0
September 30, 20( $ 9,847,800.0
March 31, 201( $ 8,863,020.0
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SCHEDULE 6.6
PENDING LITIGATION AND JUDGMENTS
[See Attached]
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SCHEDULE 6.9
TAXPAYER IDENTIFICATION NUMBERS

Borrowers:

Potomac 26-006526¢&
Station View: 20-4615947

Guarantor.
Comstock Homebuilding Companies, Ir  20-116434¢
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SCHEDULE 6.17

ORGANIZATIONAL STRUCTURE

Comstock Homebuilding Companies, Inc., a Delawarparation, owns one hundred percent (100%) ofribenbership interests in
each of Potomac and Station View.
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SCHEDULE 6.18(c)

PURCHASE OPTIONS
None.
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SCHEDULE 6.28

OUTSTANDING CERTIFICATES OF OCCUPANCY
Unit Nos.: 154, 155, 156, 157, 246, 1043, 1044 91ddd 1150
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SCHEDULE 7.12

POTOMAC PROJECT LEASING PARAMETERS

In no event shall Potomac, as part of its rentagjam established for the Potomac Project, ented@ases that would impair the ability of
Borrowers to meet mandatory curtailments for theo®ac Project as set forth in Section 3.3 of tharLAgreement, as determined by Agent
in its reasonable discretion. Prior to entering iahy such lease, Potomac shall give prior writtgtice to Agent of its intent to enter into such
lease and obtain Agent’s confirmation (not to beeasonably withheld or delayed) that such leasenatlimpair the ability of Borrowers to
meet the curtailment requirements of section 3i®rRo entry into any leases for the Potomac Ritpjeotomac shall submit to Agent its form
of lease, approval of which will not be unreasogatithheld or delayed.
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SCHEDULE 8.8
RELEASE PRICES
[See Attached]
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Exhibit 10.62
UNCONDITIONAL GUARANTY OF PAYMENT AND PERFORMANCE

FOR AND IN CONSIDERATION OF the sum of Ten and N@@1Dollars ($10.00) and other good and valuablesiciemation paid or
delivered to the undersign€@DMSTOCK HOMEBUILDING COMPANIES, INC. , a Delaware corporation (“Guarantor”), the receipd
sufficiency whereof are hereby acknowledged by @uotar, and for the purpose of seeking to indkE&YBANK NATIONAL
ASSOCIATION, a national banking association (hereinafter retetoeas “Lender”, which term shall also includeleather Lender which
may now be or hereafter become a party to the “Logreement” (as hereinafter defined), and shat aislude any such individual Lender
acting as agent for all of the Lenders), to exteradlit or otherwise provide financial accommodatitmCOMSTOCK STATION VIEW,
L.C., a Virginia limited liability company, an@OMSTOCK POTOMAC YARD, L.C. , a Virginia limited liability company (hereinafter
referred to collectively as “Borrower”), which erton of credit and provision of financial accomratidns will be to the direct interest,
advantage and benefit of Guarantor, Guarantor deesby absolutely, unconditionally and irrevocadplyarantee to Lender the complete
payment and performance of the following liabikti@bligations and indebtedness of Borrower to kerfldereinafter referred to collectively
as the “Obligations”):

(a) the full and prompt payment when due, whetlyesidteleration or otherwise, either before or aftaturity thereof, of the
“Notes” made by Borrower to the order of the Lersdarthe aggregate principal face amount of Foril{jidt Three Hundred Ninety-One
Thousand Two Hundred and No/100 Dollars ($40,391L(R0), together with interest as provided in theedand together with any
replacements, supplements, renewals, modificatmssolidations, restatements, increases and éatsnthereof; and

(b) the full and prompt payment when due, whethlyeadreleration or otherwise, either before or aftaturity thereof, of each
other note as may be issued by Borrower underctérédin Loan Agreement dated of even date hergvéteinafter referred to as the “Loan
Agreement”) among Guarantor, Borrower, KeyBank,ifeglf and as agent, and the other lenders ndvemafter a party thereto, together
with interest as provided in each such note, tageilith any replacements, supplements, renewaldifivations, consolidations,
restatements, increases, and extensions thereoli(ites, and each of the notes described in thigasagraph (b) is hereinafter referred to
collectively as the “Note”); and

(c) the full and prompt payment and performancargf and all obligations of Borrower to Lender untter terms of the Loan
Agreement, together with any replacements, suppiésnesnewals, modifications, consolidations, testeents and extensions thereof,
including, without limitation, including, withoutrhitation, Borrower’s covenants and agreements vggpect to the Construction and
completion of the Project free of any claim for iagics’, materialmen’s or any other liens, anddocaidance with (i) all Laws, (i) the Plans
and Specifications and (iii) the time periods attteorequirements set forth in the Loan Documeéntduding, without limitation, the
following:

(i) To perform, complete and pay for (or caused@brformed, completed and paid for) the Consioaciind to pay all
costs of said Construction (including any and afitoverruns) and all other costs associated WwélProject (including, without limitation, t
costs of any architects’ and engineers’ fees)pifrBwer shall fail to perform, complete or pay $mch work, including any commercially
reasonable sums expended in excess of the amointedftedness incurred by Borrower under the Logreément or with respect to the
Construction Loan, whether or not the Constructsoactually completec



(i) If the Lender exercises their right under ttman Agreement to take possession of the Projettamplete the
Construction, to reimburse Lender for all commélgigasonable costs and expenses incurred byehdédr in excess of the applicable
Budget Line Items therefor (if any) in so takingspession of the Project and completing the Cortstrupursuant to the Plans and
Specifications;

(iii) If any mechanics’ or materialmen'’s liens sltbe filed, or should attach, with respect to Bieject by reason of the
Construction, to immediately cause the removalughdiens, or post security against the consequeeoictheir possible foreclosure and
procure an endorsement(s) to the title policy imguthe Lender against the consequences of thelémure or enforcement of such lien(s);

(iv) If any chattel mortgages, conditional venddigns or any liens, encumbrances or security @stsrwhatsoever should
be filed, or should attach, with respect to thespeal property, fixtures, attachments and equiprdelinered upon the Project and owned by
Borrower, attached to the Project or used in cotimeevith the construction of the Improvementsinmmediately cause the removal of such
lien(s) or post security against the consequentt®d possible foreclosure and procure an endoese(s) to the title policy insuring the
Borrowers against the consequences of the foredasuenforcement of such lien(s);

(v) Before the first to occur of (i) five (5) dagfter receipt of written notice from Agent and (ije (5) days before the
lapse of the applicable policy of insurance, to fhaypremiums for all policies of insurance reqgdite be furnished by Borrower pursuant to
the Loan Agreement during the Construction if spgmiums are not paid by Borrower;

(d) Borrower’s obligation to keep the Loan In Balarand the full and prompt payment of all DeficieDeposits;

(e) the full and prompt payment and performancamyfand all obligations of Borrower and to Lendeder the Security
Documents, together with any replacements, suppi&aneenewals, modifications, consolidations, itesteents and extensions thereof; and

(f) the full and prompt payment and performancamf and all other obligations of Borrower to Lendeder any other
agreements, documents or instruments now or hereafidencing, securing or otherwise relating ®itidebtedness evidenced by the No
the other obligations of Borrower under the Loanefgment (the Note, the Loan Agreement, the SecDaguments and said other
agreements, documents and instruments are heegicaftectively referred to as the “Loan Documerast individually referred to as a
“Loan Document”).

1. Agreement to Pay and Perform; Costs of Collecti@uarantor does hereby agree that following amEstDefault under the Loan
Documents if the Note is not paid by Borrower ic@dance with its terms, or if any and all sumscliFare now or may hereafter become
from Borrower to Lender under the Loan Documengsrent paid by Borrower in accordance with theimtgror if any and all other
obligations of Borrower to Lender under the



Note or of Borrower under the other Loan Documemnésnot performed by Borrower in accordance withrtterms, Guarantor wi
immediately upon demand make such payments andrpeduch obligations. Guarantor further agreesatolgender on demand all
reasonable costs and expenses (including cous aostreasonable attorneys’ fees and disbursenpaitspr incurred by Lender in
endeavoring to collect the Obligations guarantemeélby, to enforce any of the Obligations of Borrogearanteed hereby, or any portion
thereof, or to enforce this Guaranty, and untitigai Lender, such sums shall bear interest at #fault Rate set forth in the Loan Agreement
unless collection from Guarantor of interest athstate would be contrary to applicable law, in vihévent such sums shall bear interest a
highest rate which may be collected from Guarauntwter applicable law.

2. Reinstatement of Refunded Paymeritsfor any reason, any payment to Lender of ahthe Obligations guaranteed hereunder is
required to be refunded by Lender to Borrower,adr turned over to any other person, includimighout limitation, by reason of the
operation of bankruptcy, reorganization, receivigrsh insolvency laws or similar laws of generaphlgation relating to creditors’ rights and
remedies now or hereafter enacted, Guarantor atpees/ to the Lender on demand an amount equbktamount so required to be
refunded, paid or turned over (the “Turnover Paytf)ethe obligations of Guarantor shall not be teshas having been discharged by the
original payment to Lender giving rise to the TwapnPayment, and this Guaranty shall be treatddaisig remained in full force and effect
for any such Turnover Payment so made by Lendexetlsas for any amounts not theretofore paid tader on account of such obligations.

3. Rights of Lender to Deal with Collateral, Borrewvand Other Person&uarantor hereby consents and agrees that Lemaeat any
time, and from time to time, without thereby relegsGuarantor from any liability hereunder and witlh notice to or further consent from
Guarantor or any other Person or entity, eithehwitwithout consideration: release or surrendgrli@m or other security of any kind or
nature whatsoever held by it or by any person, éirmorporation on its behalf or for its accoumt;ring any indebtedness or liability hereby
guaranteed; substitute for any collateral so hgld,other collateral of like kind, or of any kinthodify the terms of the Note or the Loan
Documents; extend or renew the Note for any pegoaht releases, compromises and indulgences asghect to the Note or the Loan
Documents and to any persons or entities now adfiar liable thereunder or hereunder; releaseotiygr guarantor, surety, endorser or
accommodation party of the Note, the Security Doents or any other Loan Document; or take or fatbt@ any action of any type
whatsoever. No such action which Lender shall takfail to take in connection with the Note or tt@an Documents, or any of them, or any
security for the payment of the indebtedness of@wer to Lender or for the performance of any ddtiigns or undertakings of Borrower or
Guarantor, nor any course of dealing with Borroaeany other person, shall release Guarantor'gatitins hereunder, affect this Guaranty
in any way or afford Guarantor any recourse agaiastler. The provisions of this Guaranty shall edtand be applicable to all replaceme
supplements, renewals, amendments, extensiong)lcat®ons, restatements and modifications of tiiéeNand the other Loan Documents,
and any and all references herein to the Note lamdther Loan Documents shall be deemed to in@dngiesuch replacements, supplements,
renewals, extensions, amendments, consolidatieagtements or modifications thereof. Without lingtthe generality of the foregoing,
Guarantor acknowledges the terms of Section 18tBeokoan Agreement and agree that this Guarartly ektend and be applicable to each
new or replacement note delivered by Borrower pamsthereto without notice to or further consenbfrGuarantor.
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4. No Contest with Lender; SubordinatioGuarantor will not, by paying any sum recoverdigecunder (whether or not demanded by
Lender) or by any means or on any other groundmciay set-off or counterclaim against Borroweraspect of any liability of Guarantor to
Borrower or, in proceedings under federal banknfge or insolvency proceedings of any nature, prisvcompetition with Lender in resp
of any payment hereunder or be entitled to havé#mefit of any counterclaim or proof of claim avidend or payment by or on behalf of
Borrower or the benefit of any other security fay &f the Obligations hereby guaranteed which, nowereafter, Lender may hold or in
which it may have any share. Guarantor hereby ssprevaives any right of contribution from or indeity against Borrower, whether at law
or in equity, arising from any payments made by @o#r pursuant to the terms of this Guaranty, @odrantor acknowledges that Guara
has no right whatsoever to proceed against Borrawésr reimbursement of any such payments, eximeghose rights of Guarantor under
the Contribution Agreement; provided, however, Gu#or agrees not to pursue or enforce any ofgtgsiunder the Contribution Agreement
and Guarantor agrees not to make or receive anyi@atyon account of the Contribution Agreement sglas any of the Obligations remain
unpaid or undischarged. In the event Guarantot si@ive any payment under or on account of thetiGution Agreement, it shall hold
such payment as trustee for Lender and be paidtoMdeznder on account of the indebtedness of Bagrde Lender but without reducing or
affecting in any manner the liability of Guarantorder the other provisions of this Guaranty ext¢ebe extent the principal amount or other
portion of such indebtedness shall have been relddogsuch payment. In connection with the foregpsmlong as any of the Obligations
remain unpaid or undischarged, Guarantor expregsiyes any and all rights of subrogation to Leralgainst Borrower, and Guarantor
hereby waives any rights to enforce any remedy whender may have against Borrower and any righpatticipate in any collateral for
Borrower’s obligations under the Loan Documentsar@ator hereby subordinates any and all indebtadwieBorrower now or hereafter
owed to Guarantor to all indebtedness of Borrowdreinder, and agrees with Lender that (a) Guaratitalt not demand or accept any
payment from Borrower on account of such indebtegn@) Guarantor shall not claim any offset oeotfeduction of Guaranta@’obligation:
hereunder because of any such indebtedness aGdi&cantor shall not take any action to obtain agrest in any of the security provided
Borrower described in and encumbered by the Loacubents; provided, however, that, if Lender so estg} such indebtedness shall be
collected, enforced and received by Guarantorussdete for Lender and be paid over to Lender onwattoof the indebtedness of Borrower to
Lender, but without reducing or affecting in anymmar the liability of Guarantor under the otheryismns of this Guaranty except to the
extent the principal amount or other portion oftsoatstanding indebtedness shall have been recycedch payment.

5. Waiver of DefensesGuarantor hereby agrees that its obligationsumeter shall not be affected or impaired by, anégmwaives
and agrees not to assert or take advantage ofefapsk based on:

(a) (i) any change in the amount, interest ratéugr date or other term of any of the obligationgbg guaranteed, (ii) any change
in the time, place or manner of payment of allmy portion of the obligations hereby guarantedd,dhy amendment or waiver of, or cons
to the departure from or other indulgence with eespo, the Loan Agreement, any other
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Loan Document, or any other document or instrunegitdencing or relating to any obligations herebargimteed, or (iv) any waiver, renewal,
extension, addition, or supplement to, or deletfrom, or any other action or inaction under orespect of, the Loan Agreement, any of the
other Loan Documents, or any other documents umstnts or agreements relating to the obligatiomstheguaranteed or any other
instrument or agreement referred to therein orendgthg any obligations hereby guaranteed or angmsent or transfer of any of the
foregoing;

(b) any subordination of the payment of the oblmy® hereby guaranteed to the payment of any dititslity of Borrower or any
other person;

(c) any act or failure to act by Borrower or angi@tPerson which may adversely affect Guarantaiisagation rights, if any,
against Borrower or any other Person to recovemgsys made under this Guaranty;

(d) any nonperfection or impairment of any securitgrest or other Lien on any collateral, if asggcuring in any way any of the
obligations hereby guaranteed or any failure orptire of Lender to ascertain the extent or natfieng Collateral or any insurance or other
rights with respect thereto, or the liability ofygmarty liable under the Loan Documents or thegatilons evidenced or secured thereby;

(e) any application of sums paid by Borrower or athyer Person with respect to the liabilities ohtler, regardless of what
liabilities of Borrower remain unpaid;

(f) any defense of Borrower, including without liation, the invalidity, illegality or unenforceaityl of any of the Obligations;

(9) either with or without notice to Guarantor, aeypewal, extension, modification, amendment oitlarochanges in the
Obligations, including but not limited to any maaémalteration of the terms of payment or perforggnf the Obligations;

(h) any statute of limitations in any action heréemnor for the collection of the Note or for theypeent or performance of any
obligation hereby guaranteed;

(i) the incapacity, lack of authority, death orabdity of Borrower or any other Person or entity the failure of Lender to file or
enforce a claim against the estate (either in aditn@ttion, bankruptcy or in any other proceedinigBorrower or Guarantor or any other
Person or entity;

(j) the dissolution or termination of existenceBafrrower, Guarantor or any other Person or entity;

(k) the voluntary or involuntary liquidation, sale other disposition of all or substantially alltbe assets of Borrower or Guaral
or any other Person or entity;

() the voluntary or involuntary receivership, ihgncy, bankruptcy, assignment for the benefitrefitors, reorganization,
assignment, composition, or readjustment of, oraamylar proceeding affecting, Borrower or Guarardoany other Person or entity, or any
of Borrower’s or Guarantor’s or any other Persaw’'&ntity’s properties or assets;
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(m) an assertion or claim that the automatic stayiged by 11 U.S.C. §362 (arising upon the volanta involuntary bankruptcy
proceeding of either Borrower) or any other stagvted under any other debtor relief law (whethatwory, common law, case law or
otherwise) of any jurisdiction whatsoever, now erdafter in effect, which may be or become appleathall operate or be interpreted to
stay, interdict, condition, reduce or inhibit tHaldy of Lender to enforce any of its rights, whet now or hereafter required, which Lender
may have against Guarantor or the Collateral,

(n) any right or claim of right to cause a marahglof the assets of either Borrower or Guarantor;

(o) the damage, destruction, condemnation, foreckosr surrender of all or any part of the Collater the Mortgaged Property
any of the improvements located thereon;

(p) the failure of Lender to give notice of thes®nce, creation or incurring of any new or addaidndebtedness or obligation of
Borrower or of any action or nonaction on the ddny other person whomsoever in connection with@bligation hereby guaranteed;

(q) any failure or delay of Lender to commence etipa against Borrower or any other Person, torassenforce any remedies
against Borrower under the Note or the other Loanuinents, or to realize upon any security;

(r) any failure of any duty on the part of Lendeidisclose to Guarantor any facts it may now oeater know regarding Borrow
(including, without limitation Borrowes financial condition), any other person or entityg Collateral, or any other assets or liabilibésuct
person or entity, whether such facts materiallyéase the risk to Guarantor or not (it being agteatGuarantor assume responsibility for
being informed with respect to such information);

(s) failure to accept or give notice of acceptanicthis Guaranty by Lender;

(t) failure to make or give notice of presentmemd demand for payment of any of the indebtedneg&idormance of any of the
obligations hereby guaranteed;

(u) failure to make or give protest and notice ishdnor or of default to Guarantor or to any otparty with respect to the
indebtedness or performance of obligations herefayanteed;

(v) any and all other notices whatsoever to whicka@ntor might otherwise be entitled;

(w) any lack of diligence by Lender in collectigmrptection or realization upon any collateral semuthe payment of the
indebtedness or performance of obligations herelayanteed;

(x) the invalidity or unenforceability of the Notey, any of the other Loan Documents, or any assegrrar transfer of the
foregoing;

(y) the compromise, settlement, release or ternanaif any or all of the obligations of Borrowerder the Note or the other Loan
Documents;



(z) any transfer by Borrower or any other Persoallobr any part of the security encumbered byltben Documents;

(aa) any right to require Lender to proceed agaditser Borrower or any other Person or to procagainst or exhaust any secu
held by Lender at any time or to pursue any otaerady in Lendes power or under any other agreement before prowgeadainst Guarant
hereunder or under any other Loan Document;

(bb) the failure of Lender to perfect any secuaityto extend or renew the perfection of any segurit

(cc) any principle or provision of law, statutonyatherwise, which is or might be in conflict withe terms and provisions of this
Guaranty;

(dd) any inaccuracy of any representation or ggievision contained in any Loan Document;
(ee) any sale or assignment of the Loan Documentmy interest therein;

(ff) any and all rights, benefits and defenses Whight otherwise be available under the provisimnSections 49-25 and 49-26
of the Code of Virginia (1950), as amended; or

(g9) to the fullest extent permitted by law, anlastlegal, equitable or surety defenses whatsaewehich Guarantor might
otherwise be entitled, it being the intention ttet obligations of Guarantor hereunder are absaluteonditional and irrevocable.

6. Guaranty of Payment and Performance and Nobté&ion. This is a Guaranty of payment and performanceraiaf collection.
The liability of Guarantor under this Guaranty $thal primary, direct and immediate and not condgioor contingent upon the pursuit of any
remedies against Borrower or any other Personagainst securities or liens available to Lendsersitccessors, successors in title, endorsees
or assigns. Guarantor hereby waives any rightdaire that an action be brought against Borroweargr other Person or to require that resort
be had to any security or to any balance of anypsiépccount or credit on the books of Lender irofaof Borrower or any other Person.

7. Rights and Remedies of Lendén the event of an Event of Default under theeNat the Loan Documents, or any of them, that is
continuing (it being understood that the Lendermasbligation to accept cure after an Event ofddéfoccurs), Lender shall have the righ
enforce its rights, powers and remedies thereuoideereunder or under any other Loan Documentpynaader, and all rights, powers and
remedies available to Lender in such event shatidseexclusive and cumulative of all other rightswers and remedies provided thereunder
or hereunder or by law or in equity. Accordinglyydantor hereby authorizes and empowers Lender thgooccurrence of any Event of
Default under the Note or the other Loan Documaeattits sole discretion, and without notice to Guror, to exercise any right or remedy
which Lender may have, including, but not limited judicial foreclosure, exercise of rights of powésale, acceptance of a deed or
assignment in lieu of foreclosure, appointment oé@eiver to collect rents and profits, exerciseenfiedies against personal property, or
enforcement of any assignment of leases, as t@egwyrity, whether real, personal or intangible.
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At any public or private sale of any security olaral for any of the Obligations guaranteed bgravhether by foreclosure or otherwise,
Lender may, in its discretion, purchase all or past of such security or collateral so sold or k&tefor sale for its own account and may a
against the amount bid therefor all or any pathefbalance due it pursuant to the terms of the MoSecurity Documents or any other Loan
Document without prejudice to Lender’'s remediesebeder against Guarantor for deficiencies. If thdigations guaranteed hereby are
partially paid by reason of the election of Lenttepursue any of the remedies available to Leratef,such Obligations are otherwise
partially paid, this Guaranty shall neverthelessaim in full force and effect, and Guarantor shathain liable for the entire balance of the
Obligations guaranteed hereby even though anysrighich Guarantor may have against Borrower magdstroyed or diminished by the
exercise of any such remedy.

8. Application of PaymentsGuarantor hereby authorizes Lender, without eaticGuarantor, to apply all payments and creditgivec
from Borrower or from Guarantor or realized fronya®curity in such manner and in such priority asder in its sole judgment shall see fit
to the Obligations.

9. Business Failure, Bankruptcy or Insolvendy the event of the business failure of Guarantdf there shall be pending any
bankruptcy or insolvency case or proceeding wiipeet to Guarantor under federal bankruptcy laangrother applicable law or in
connection with the insolvency of Guarantor, a lfiquidator, receiver, or trustee shall have bagpointed for Guarantor or Guarantor’s
properties or assets, Lender may file such probfsaim and other papers or documents as may bessacy or advisable in order to have the
claims of Lender allowed in any proceedings retativ Guarantor, or any of Guarantor’'s propertieassets, and, irrespective of whether the
indebtedness or other obligations of Borrower goged hereby shall then be due and payable, bamdidn or otherwise, Lender shall be
entitled and empowered to file and prove a clainttie whole amount of any sums or sums owing vapect to the indebtedness or other
obligations of Borrower guaranteed hereby, andttect and receive any moneys or other propertyapkeyor deliverable on any such claim.
Guarantor covenants and agrees that upon the cooememt of a voluntary or involuntary bankruptcyqeeding by or against Borrower,
Guarantor shall not seek a supplemental stay erwibe pursuant to 11 U.S.C. 8105 or any otheriprav of the Bankruptcy Code, as
amended, or any other debtor relief law (whethatusbry, common law, case law, or otherwise) of @migdiction whatsoever, now or
hereafter in effect, which may be or become appl&ao stay, interdict, condition, reduce or inhthe ability of Lender to enforce any rights
of Lender against Guarantor by virtue of this Gagyar otherwise.

10. Covenants of GuarantoGuarantor hereby covenants and agrees with Lehdeuntil all indebtedness guaranteed herebybes
completely repaid and all obligations and undertgkiof Borrower under, by reason of, or pursuatihédNote and the other Loan Docume
have been completely performed and Lender hasntieefuobligation to make Loans, Guarantor will cdynpith any and all covenants
applicable to Guarantor set forth in the Loan Agreast.

11. Security and Rights of Seff . Guarantor hereby grants to Lender, as securitthifull and prompt payment and performance of
Guarantor’s obligations hereunder, a continuing ba and security interest in any and all secw@ritieother property belonging to Guarantor
now or hereafter held by Lender and in any andelosits (general or specific, time or demand, igiornal or final, regardless of currency,
maturity, or the branch of Lender where the deposit




are held) now or hereafter held by Lender and athers credited by or due from Lender to Guarantaubject to withdrawal by Guarantor;
and regardless of the adequacy of any collateratt@r means of obtaining repayment of such obtigat during the continuance of any
Event of Default under the Note or the other Loartiiments, Lender may at any time and without ndtd8uarantor set-off and apply the
whole or any portion or portions of any or all sut#posits and other sums against amounts payadés tms Guaranty, whether or not any
other person or persons could also withdraw mohesefrom. Any security now or hereafter held byasrGuarantor and provided by
Borrower, or by anyone on Borrower’s behalf, inpea of liabilities of Guarantor hereunder shalhiedd in trust for Lender as security for
the liabilities of Guarantor hereunder.

12. Changes in Writing; No Revocatioithis Guaranty may not be changed orally, andbigation of Guarantor can be released or
waived by Lender except as provided in §27 of tbarLAgreement. This Guaranty shall be irrevocapl&barantor until all indebtedness
guaranteed hereby has been completely repaid habligations and undertakings of Borrower undgrréason of, or pursuant to the Note,
and the Loan Documents have been completely peeiiand the Lenders have no further obligation t@ade Loans under the Loan
Agreement.

13. Notices All notices, demands or requests provided fgueymitted to be given pursuant to this Guarantydinafter in this
paragraph referred to as “Notice”) must be in wgtand shall be deemed to have been properly giwsarved by personal delivery or by
sending same by overnight courier or by depositigsame in the United States mail, postpaid agidtexed or certified, return receipt
requested, at the addresses set forth below. EatibeNshall be effective upon being delivered peadly or upon being sent by overnight
courier or upon being deposited in the United StMail as aforesaid. The time period in which gpoese to any such Notice must be given
or any action taken with respect thereto, howestas|l commence to run from the date of receipeispnally delivered or sent by overnight
courier or, if so deposited in the United StatediMlae earlier of three (3) Business Days follog/such deposit and the date of receipt as
disclosed on the return receipt. Rejection or otbérsal to accept or the inability to deliver besa of changed address of which no Notice
was given shall be deemed to be receipt of thecdatént. By giving at least fifteen (15) days pNatice thereof, Guarantor or Lender shall
have the right from time to time and at any timemntythe term of this Guaranty to change their eetipe addresses and each shall have the
right to specify as its address any other addrésnithe United States of America. For the purposkthis Guaranty:

The address of Lender is:

KeyBank National Association, as Agent
1200 Abernathy Road, N.E.

Suite 1550

Atlanta, GA 30328

Attn: Mr. Dan Silbert



The address of Guarantor is:

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road, Suite 500
Reston, Virginia 20190

Attn: Christopher Clemente

with a copy to:

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road, Suite 500
Reston, Virginia 20190

Attn: Jubal Thompson, Esqg.

14.GOVERNING LAW . GUARANTOR ACKNOWLEDGES AND AGREES THAT THIS GUARA NTY AND THE
OBLIGATIONS OF GUARANTOR HEREUNDER SHALL BE GOVERNE D BY AND INTERPRETED AND DETERMINED IN
ACCORDANCE WITH THE LAWS OF THE COMMONWEALTH OF VIR  GINIA.

15.CONSENT TO JURISDICTION; WAIVERS . GUARANTOR HEREBY IRREVOCABLY AND UNCONDITIONALLY
(A) SUBMITS TO PERSONAL JURISDICTION IN THE COMMONW EALTH OF VIRGINIA OVER ANY SUIT, ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS GUARA NTY, AND (B) WAIVES ANY AND ALL PERSONAL
RIGHTS UNDER THE LAWS OF ANY STATE (I) TO THE RIGHT , IF ANY, TO TRIAL BY JURY (LENDER HAVING ALSO
WAIVED SUCH RIGHT TO TRIAL BY JURY), (II) TO OBJECT TO JURISDICTION WITHIN THE COMMONWEALTH OF
VIRGINIA OR VENUE IN ANY PARTICULAR FORUM WITHIN TH E COMMONWEALTH OF VIRGINIA, AND (Ill) TO THE
RIGHT, IF ANY, TO CLAIM OR RECOVER ANY SPECIAL, EXE MPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES OR
ANY DAMAGES OTHER THAN OR IN ADDITION TO ACTUAL DAM  AGES. EACH LENDER IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY AND ALL RIGHTS UNDER THE = LAWS OF ANY STATE TO THE RIGHT, IF ANY, TO
TRIAL BY JURY. GUARANTOR AGREES THAT, IN ADDITION T O ANY METHODS OF SERVICE OF PROCESS PROVIDED
FOR UNDER APPLICABLE LAW, ALL SERVICE OF PROCESS IN ANY SUCH SUIT, ACTION OR PROCEEDING MAY BE
MADE BY CERTIFIED OR REGISTERED MAIL, RETURN RECEIP T REQUESTED, DIRECTED TO GUARANTOR AT THE
ADDRESS SET FORTH IN PARAGRAPH 13 ABOVE, AND SERVICE SO MADE SHALL BE COMPLETE FIVE (5) DAYS
AFTER THE SAME SHALL BE SO MAILED. NOTHING CONTAINE D HEREIN, HOWEVER, SHALL PREVENT LENDER
FROM BRINGING ANY SUIT, ACTION OR PROCEEDING OR EXE RCISING ANY RIGHTS AGAINST ANY SECURITY AND
AGAINST GUARANTOR PERSONALLY, AND AGAINST ANY PROPE RTY OF GUARANTOR, WITHIN ANY OTHER STATE.
INITIATING SUCH SUIT, ACTION OR PROCEEDING OR TAKIN G SUCH ACTION IN ANY STATE SHALL IN NO EVENT
CONSTITUTE A WAIVER OF THE AGREEMENT CONTAINED HERE IN THAT THE LAWS OF THE COMMONWEALTH OF
VIRGINIA SHALL GOVERN THE RIGHTS AND OBLIGATIONS OF GUARANTOR AND LENDER HEREUNDER OR OF THE
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SUBMISSION HEREIN MADE BY GUARANTOR TO PERSONAL JUR ISDICTION WITHIN THE COMMONWEALTH OF
VIRGINIA, GUARANTOR HEREBY WAIVES ANY OBJECTION THA T IT MAY NOW OR HEREAFTER HAVE TO THE
VENUE OF ANY SUCH SUIT OR ANY SUCH COURT OR THAT SUCH SUIT IS BROUGHT IN AN INCONVENIENT COURT.
GUARANTOR CERTIFIES THAT NO REPRESENTATIVE, AGENT O R ATTORNEY OF ANY LENDER HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH LENDER WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVERS AND ACKNOWLEDGE THAT LENDER H AS BEEN INDUCED TO ENTER INTO THIS
GUARANTY AND THE OTHER LOAN DOCUMENTS TO WHICH THEY ARE PARTIES BY, AMONG OTHER THINGS, THE
WAIVERS AND CERTIFICATIONS CONTAINED IN THIS PARAGR APH 15. GUARANTOR ACKNOWLEDGES THAT IT HAS
HAD AN OPPORTUNITY TO REVIEW THIS PARAGRAPH 15 WITH ITS LEGAL COUNSEL AND THAT GUARANTOR
AGREES TO THE FOREGOING AS ITS FREE, KNOWING AND VO LUNTARY ACT.

16. Successors and Assigrishe provisions of this Guaranty shall be bindipgn Guarantor and its heirs, successors, sucesdssiitte
legal representatives, and assigns, and shall ioute benefit of Lender, its successors, succe#sditle, legal representatives and assigns.
Guarantor shall not assign or transfer any ofigists or obligations under this Guaranty withow grior written consent of Lender.

17. Assignment by LendefThis Guaranty is assignable by Lender in wholagrart in conjunction with any assignment of Mate or
portions thereof, and any assignment hereof otr@mgfer or assignment of the Note or portionsegbEby Lender shall operate to vest in any
such assignee the rights and powers, in whole paiity as appropriate, herein conferred upon aadtgd to Lender.

18. Severability If any term or provision of this Guaranty shadl ébetermined to be illegal or unenforceable, &koterms and
provisions hereof shall nevertheless remain effeaind shall be enforced to the fullest extent jtezchby law.

19. Disclosure Guarantor agrees that in addition to disclosurade in accordance with standard banking practesgsl.ender may
disclose information obtained by such Lender pumstmthis Guaranty to assignees or participantspariential assignees or participants
hereunder subject to the terms of the Loan Agreémen

20.NO UNWRITTEN AGREEMENTS . THIS GUARANTY REPRESENTS THE FINAL AGREEMENT BETW EEN THE
PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN O RAL AGREEMENTS BETWEEN THE PARTIES.

21. Time of the Essencdime is of the essence with respect to each sed/&ovenant, agreement and obligation of Guaramider
this Guaranty.

22. Ratification. Guarantors do hereby restate, reaffirm and ratifigh and every warranty and representation ragaféluarantor set
forth in the Loan Agreement as if the same wereenfialty set forth herein.
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23. Distributions
(a) Guarantor shall not pay any Distribution unlasd until:

(i) Agent shall have received and approved a staterfa “Compliance Certificate@ertified by the chief financial officer
Guarantor in the form of ExhibitA” hereto evidencing compliance with the covenantsained in §23(a)(ii) below. The Compliance
Certificate shall be delivered to Agent no lateartton the fifth (8") day of each calendar month; it being acknowledwyediagreed that Age
s?all br? deemed to have approved such statemetfiis @vent that Agent does not respond within 1) ¢alendar days of confirmed receipt
of such statement.

(i) the Guarantor is in compliance with the follmg covenants on an actual basis, as of the ettieahonth to which such
Compliance Certificate relates and will continuda&in compliance on a pro forma basis after suiskributions:

(1) the ratio of Guarantor’s Total Liabilities tafgible Net Worth is 2.25 to 1.00 or less;
(2) the ratio of Guarantor’s EBITDA to Interest imoed for the Test Period is greater than 2.00@0;land
(3) Guarantor’s Tangible Net Worth exceeds $50000,

(iii) Any amounts available for Distribution to Gaentor's shareholders or other beneficial owners pursioathis §23 mus
be distributed within three (3) months followindg/nthly Measurement Date as provided herein, pexdithat the conditions in 823 to the
making of Distributions continue to be satisfiedath time. Any amounts available for DistributtonGuarantor’s shareholders or other
beneficial owners which are not distributed witttinee (3) months following a Monthly Measurementédas provided herein shall be
retained by Guarantor.

(iv) No Distributions may be made to any of thershalders or other beneficial owners of Guarantdess after such
Distribution would be made no Default or Event af@ult shall have occurred and be continuing orld/exist after giving effect to such
Distribution.

(b) For the purposes of this Section 23, the tesetgorth below shall be defined as follows:

(i) EBITDA . With respect to a Person for any period (withawplication): Net Income (or loss) of such Persmmnsiuch
period determined on a consolidated basis (pri@ntpimpact of adjustments for minority interestsiich Person) in accordance with GAAP,
exclusive of the following (but only to the exténtluded in the determination of such Net Inconesg)): (i) depreciation and amortization
expense; (ii) interest expense, including inteeggiensed and previously capitalized interest irediuals costs of goods sold (to the extent
deducted in calculating such Net Income); (iii)ame tax expense; (iv) extraordinary or non-recgrgains and losses; and (v) any gains
resulting from the forgiveness of such Person’sbiddness.
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(i) Intangible Assets Collectively, (i) the amount (to the extent refled in determining Guarantor’s and its Subsidgarie
total assets) of all write-ups in the book valuany asset (other than real property assets) olwpé&larantor and its Subsidiaries, and
(i) goodwill, patents, trademarks, service matkagde names, anticipated future benefit of tax t@ssy forwards, copyrights, organization or
developmental expenses, deferred financing costspther intangible assets.

(iii) Interest Incurred For any period with respect to Guarantors an8itssidiaries on a consolidated basis, without
duplication, the sum of total interest incurredtthexpensed and capitalized), together with ther@st portion of payments on Capitalized
Leases.

(iv) Monthly Measurement DateEach calendar month during the term of the LogreAment, with the first Monthly
Measurement Date occurring April 1, 2008.

(v) Net Income (or Loss)With respect to Guarantor or its Subsidiariesafoy asset of Guarantor or its Subsidiaries) for
any period, the net income (or loss) of GuarantatrsoSubsidiaries (or attributable to such assktlermined on a consolidated basis in
accordance with GAAP.

(vi) Subsidiary. For any Person, any corporation, partnershigtdidniability company or other entity of which lafst a
majority of the securities or other ownership iet#s having by the terms thereof ordinary votinggrmto elect a majority of the board of
directors or other persons performing similar fimts of such corporation, partnership, limited ilii?pcompany or other entity (without
regard to the occurrence of any contingency) teatime directly or indirectly owned or controllegt such Person or one or more
Subsidiaries of such Person or by such Person mam@iomore Subsidiaries of such Person, and stdllde all Persons the accounts of which
are consolidated with those of such Person purdod®AAP.

(vii) Tangible Net Worth At any date, Guarantor’s and its Subsidiarieal tassets, adjusted to add back the accumulated
depreciation of its real estate assets, lesstimdyible Assets, less its Total Liabilities, alldetermined on a consolidated basis in accordance
with GAAP as determined as of such date.

(viil) Test Period. A period of six (6) consecutive months, treate@aingle accounting period.

(ix) Total Liabilities. The sum, without duplication of (i) all consolidd liabilities of the Guarantor or its Subsidiarie
determined in accordance with GAAP, including calgiéases, accounts payable, accrued expensegagemayables, notes payable, senior
notes, convertible debentures, subordinated deteesmtand secured or unsecured debt owed to bardtharfinancial institutions, (ii) all
Indebtedness of the Guarantor or its Subsidiartestier or not so classified, and (iii) the balaacailable for drawing under letters of credit
issued for the account of the Guarantor or its Blidoses.

24. Fair ConsiderationThe Guarantor represents that the Guarantorgagad in common business enterprises related $e thio
Borrower and Guarantor will derive substantial direr indirect economic benefit from the effectiesa and existence of the Loan Agreen
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25. CounterpartsThis Guaranty and any amendment hereof may beuéee in several counterparts and by each party separate
counterpart, each of which when so executed andedetl shall be an original, and all of which tdustshall constitute one instrument. In
proving this Guaranty it shall not be necessamyrtmluce or account for more than one such countesigmed by the party against whom
enforcement is sought.

26. Definitions. All terms used herein and not otherwise defineictim shall have the meanings set forth in the Logreement
including, without limitation, Schedule 9(b) theset

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, Guarantor has executed thisréntg as of this__day of March, 2008.

GUARANTOR :

COMSTOCK HOMEBUILDING COMPANIES,
INC. , a Delaware corporatic

By:

Name

Title:

[CORPORATE SEAL]
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Lender joins in the execution of this Guarantytfo sole and limited purpose of evidencing its egrent to waiver of the right to trial
by jury contained in Paragraph 15 hereof and Se@toof the Loan Agreement.

KEYBANK NATIONAL ASSOCIATION , as Agen

By:
Name
Title:
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EXHIBIT *“A”
FORM OF COMPLIANCE CERTIFICATE

KeyBank National Association, as Agent
1200 Abernathy Road, N.E., Suite 1550
Atlanta, Georgia 30328

Attn: Jennifer Wells

Ladies and Gentlemen:

Reference is made to the Unconditional Guaran®ayfment and Performance from Comstock Homebuil@iogpanies, Inc., a
Delaware Corporation to KeyBank National Associatamd the other lenders (collectively, the “Lenfefr®om time to time party to that
certain Loan Agreement dated as of March 2008, by and among Comstock Potomac Yard, L.®irginia limited liability company,
Comstock Station View, L.C., a Virginia limited tigity company, KeyBank National Association, aseij and the Lenders. Terms not
otherwise defined herein are as defined in the &ugr

Guarantor desires to make Distributions as perthltiethe Guaranty and is submitting evidence of gi@ance with conditions for
making of Distributions by Guarantor set forth iac8Bon 23 thereof. The undersigned is providingatiached information to demonstrate
compliance with the covenants for making of Disitibns by Guarantor as of the date hereof. Sudutzlons have been prepared in
accordance with the Guaranty. The undersignedesffecthe chief financial officer or chief accoungtiofficer of Guarantor.

The undersigned representative has caused thespmawiof the Loan Documents to be reviewed andhbdsiowledge of any Default
Event of Default. Additionally, no Default or Evenit Default would exist after giving effect to sublstributions by Guarantor.

IN WITNESS WHEREOF, the undersigned have duly etextthis Compliance Certificate this day of ,200___

COMSTOCK HOMEBUILDING COMPANIES,
INC. , a Delaware corporatic

By:
Name
Title:

(CORPORATE SEAL
17



APPENDIX TO COMPLIANCE CERTIFICATE
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List of Subsidiaries

Name

Exhibit 21.1

State of Incorporation

or Organization

CoNoOAWNE

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.
Comstock Blooms Mill II, L.C
Comstock Brandy Station, L.t
Comstock Carter Lake, L.(
Comstock Cascades, L.
Comstock Communities, L.(
Comstock Countryside, L.(
Comstock Culpeper, L.C
Comstock Delta Ridge I, L.L.C
Comstock Emerald Farm, L.t
Comstock Fairfax I, L.C
Comstock Flyn’s Crossing, L.C
Comstock Hamlets of Blue Ridge, L.
Comstock Holland Road, L.L.(
Comstock Homes of North Carolina, L.L.
Comstock Homes of Raleigh, L.L.
Comstock Homes of Washington, L.
Comstock Homes of Atlanta, LL
Comstock Kelton I, L.C
Comstock Lake Pelham, L.
Comstock Landing, L.L.C
Comstock Loudoun Condos 1, L.
Comstock North Carolina, L.L.C
Comstock Penderbrook, L.!
Comstock Potomac Yard, L.t
Comstock Ryan Park, L.(
Comstock Sherbrooke, L.t
Comstock Summerland, L.t
Comstock Wakefield, L.L.C
Comstock Wakefield Il, L.L.C
Highland Avenue Properties, LL
Highland Station Partners, LL
Mathis Partners, LL(

North Shore Raleigh II, L.L.C
Comstock Realty, LL(C

Comstock James Road, LL

Post Preserve, LL!

Raleigh Resolution, L.L.C
Settlement Title Services, L.L.(
TCG Debt Fund II, L.C

TCG Fund I, L.C

Tribble Road Development, LL

Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
North Caroling
North Caroling
Virginia
Georgia
Virginia
Virginia
Virginia
Virginia
North Caroling
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Georgia
Georgia
Georgia
Virginia
Georgia
Georgia
Georgia
Virginia
Virginia
Virginia
Virginia
Georgia



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No-B833709) of Comstock
Homebuilding Companies, Inc. of our report dateddal6, 2008 relating to the financial statements the effectiveness of internal control
over financial reporting, which appears in thismdrO-K.

/sl PRICEWATERHOUSEC OOPERSLLP
McLean, Virginia

March 24, 2008



Exhibit 31.1

CERTIFICATION
I, Christopher Clemente, certify that:

1. I have reviewed this report on Form 10-K of Ctmnk Homebuilding Companies, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or donfitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations, and cash flows of the registrardfaand for, the periods presented in this
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedoites designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this annual reportésny prepared,;

b) Designed such internal control over financigloing, or caused such internal control over fahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation
of financial statements for external purposes toetance with generally accepted accounting priesip

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentnisineport our
conclusions about the effectiveness of the discisantrols and procedures as of the end of thegeovered by this report
based on such evaluation; and

d) Disclosed in this report any change in the teghig’s internal control over financial reportirttat 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 materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summararel report financial
information; and

b) Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

/s] CHRISTOPHERC LEMENTE
Christopher Clement
Date: March 24, 200 Chairman and Chief Executive Offic




Exhibit 31.2

CERTIFICATION
I, Bruce J. Labovitz, certify that:

1. I have reviewed this report on Form 10-K of Ctmnk Homebuilding Companies, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or donfitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations, and cash flows of the registrardfaand for, the periods presented in this
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedoites designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this annual reportésny prepared,;

b) Designed such internal control over financigloing, or caused such internal control over fahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation
of financial statements for external purposes toetance with generally accepted accounting priesip

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentnisineport our
conclusions about the effectiveness of the discisantrols and procedures as of the end of thegeovered by this report
based on such evaluation; and

d) Disclosed in this report any change in the teghig’s internal control over financial reportirttat 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 materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summararel report financial
information; and

b) Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

/s/ BRUCEJ. LABOVITZ
Bruce J. Labovit:
Date: March 24, 200 Chief Financial Officel




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 Form 10fkComstock Homebuilding Companies, Inc. (the “Comya for the year ended
December 31, 2007, as filed with the SecuritiesExcthange Commission on the date hereof (the “R8p@hristopher Clemente, Chairman
and Chief Executive Officer of the Company and Bruabovitz, Chief Financial Officer of the Compauwgrtify, to our best knowledge and
belief, pursuant to 18 U.S.C. § 1350, as adoptesiyaunt to § 906 of the Sarbanes-Oxley Act of 20i0&;

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExaeAct of 1934 (15 U.S.C.
78m(a) or 780(d)); and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations
of the Company.

/s/  CHRISTOPHERC LEMENTE
Christopher Clement
Chairman and Chief Executive Offic

/s| BRUceJ. LABoviTz
Bruce J. Labovit:
March 24, 200¢ Chief Financial Officel




