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PART I

ltem 1. Business

The following business description should be readanjunction with our consolidated financial staénts and related notes appearing
elsewhere in this Annual Report on Form 10-K.

Overview

Comstock Homebuilding Companies, Inc. is a multieted real estate development and services confpanged on the Washington,
D.C. metropolitan area. We have substantial expeeavith building a diverse range of products idatg single-family homes, townhouses,
mid-rise condominiums, high-rise multi-family comdmiums and mixed-use (residential and commerdialelopments. Since our founding in
1985, and as of December 31, 2010, we have buldativered more than 5,200 homes generating tet@nue in excess of $1.3 billion.
References in this Form 10-K to “Comstock,” “Compariwe,” “our” and “us” refer to Comstock Homebdihg Companies, Inc. together in
each case with our subsidiaries and any predecestities unless the context suggests otherwise.

Our business was founded in 1985 as a resideatidldeveloper and home builder focused on the Hortirginia suburbs of the
Washington, D.C. area. In December 2004, we comgletir initial public offering. In 2005, we begareeuting expansion plans and
established operations in key markets throughauSibutheast. Notably, during 2006 we increasedhte&to $266 million. However, during
2007 it became clear that the unprecedented spgrowth in the housing sector was quickly endingaling on the valuable experience our
management team had gained in previous downtumgxgeditiously curtailed expansion plans and atbptdefensive strategy that allowed
us to survive the housing downturn. We quickly szidtain assets and worked closely with our exgsemders to amicably renegotiate the
terms of project related and corporate borrowimgsch had peaked at $340 million as of SeptembeB806.

In 2009, we established our Strategic Realignmént Rhe “Strategic Realignment Plan”). The Stratdtealignment Plan was designed
to eliminate debt, further reduce expenses, enhamcbalance sheet, conserve cash, and protedVishington, D.C. market assets. By the
end of 2009, we had successfully renegotiated anbatly all of our secured debt obligations andueed total debt to $68 million ($
28.4 million as of December 31, 2010). We belichat having achieved the major objectives of that8gic Realignment Plan which
eliminated or reduced corporate and project reldedat while disposing of noncore assets where magedaes had deteriorated ultimately
allowed for the retention of core assets in the Mfagon, D.C. market.

Our Operating Market

We are exclusively focused on the Washington, n@rket which is the eighth largest metropolitanistigal area in the United States.
Our expertise in developing traditional and nomlitianal housing products enables us to focus wida range of opportunities within our core
market. We have built homes and apartment buildimgsiburban communities, where we focus on lowsdgmroducts such as single family
detached homes, and in urban areas, where we dochigh density multi-family and mixed use produétsr our homebuilding operations, we
develop properties with the intent that they bel silher as fee-simple properties or condominiumiadividual unit buyers or as investment
properties sold to private or institutional investdOur apartment buildings are developed as rentglerties to be held and operated for our
own purposes, converted at some point to for-saeleaminium units or sold on a merchant build baGSigrently, we operate only in the
Washington, D.C. market where we target first-tieely move-up, and secondary move-up buyers witthomebuilding product. We focus
on products that we are able to offer for saldemiddle price points within the markets whereoperate, avoiding the very low-end and
high-end products. We believe our middle markedttetgry positions our products such that they axddible to a significant segment of
potential home buyers in our market.
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We believe that our significant experience overgast 25 years, combined with our ability to natégarough two major housing
downturns (early 1990’s and late 2000’s) have mtedius the experience necessary to capitalizet@ti@te opportunities in our core market
of Washington, D.C. and to rebuild shareholder @alWe believe that our focus on the Washington,. Iln@rket, which has historically been
characterized by economic conditions less vol#tigen many other major homebuilding markets, witlyide an opportunity to generate
attractive returns on investment and for growth.

Our Business Strategy

Our business strategy is designed to leveragextengive capabilities and market knowledge to ma&eémeturns on invested capital on
our various real estate related activities. We eteour strategy through three related busineds:uni

» Homebuilding- We target new home building opportunities wherehlmilding experience and ability to manage highdynplex
entitlement, development and distressed assets&dg®ous with a competitive advanta

* Apartment— We seek opportunities in the m-family rental market where our experience and caygabilities can be leverage
We will either position the assets for sale toitn§bnal buyers when completed or operate thetasisiein our own portfolio.
Operating the asset for our own account afforddhedlexibility of converting the units to condorums in the future

» Real Estate Service Our management team has significant experienck @spects of real estate including strategic piagnand
development, entitlement, property managements sald marketing, workout and turnaround strategmesgeneral construction.
We provide a wide range of construction managempdtgeneral contracting services to other propastyers. This business line
not only allows us to generate positive fee incdram our highly qualified personnel but also seraes potential catalyst for joint
venture and acquisition opportunitis

These business units work in concert and levetagedllective skill sets of our organization. Théeht and experience of our personnel
allows workflow flexibility and a multitasking appach to managing various projects. In a capitabtramed environment, we use creative
problem solving and financing approaches by workilogely with banks, borrowers and other partiearireffort to generate value for all
constituents. We believe that our business netwttkin the Washington, D.C. real estate market ples us a competitive advantage in
sourcing and executing investment opportunities.

With respect to our homebuilding operations, we&kgeeninimize risk associated with fluctuating matrkonditions by primarily buildin
pre-sold units and limiting the number of specsihiéld in inventory. In each new community thatdegelop we build model homes to
demonstrate our products and to house ouwsitensales operations. We limit the building ofepaits to locations where there is a demonst
demand for immediate delivery homes or where thpritya of the units within a multi-family buildingsuch as townhouses or condominiums)
have been pre-sold. We believe that by limitingrihenber of spec units held in inventory we reduseexposure to cyclical fluctuations in
market values and minimize costs associated witthitng inventory, such as debt service. We belidwxd bur strategy of limiting spec invent
and converting our standing condominium inventoryental properties contributed to our ability tamage the current downturn in the hou:
market.

In certain communities we continue to offer unds $ale and for rent. In the difficult market caiahs that have persisted over the past
few years this strategy has dramatically enhancedbility to maintain adequate operating cash fliwalso contributed to our ability to
negotiate amicable arrangements with all of
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our lenders regarding necessary modifications tdootrowing facilities as we worked to align ourtiolio with market realities. Additionally,
by operating key properties as rental communitiggnd the housing downturn, we have been able itipa valuable assets for sale in
improving market conditions.

Our Operations

Our operations have been scaled back to align geard administrative expenses with market realitie keeping with the defensive
strategy adopted to enhance our ability to suraiypeolonged downturn in housing demand we elimthatveral operating divisions and
refocused operations on the Washington, D.C. mavkete we believe our 25 years of market experignoeides us the best opportunity to
rebuild our business and enhance shareholder valimugh we have dramatically reduced the sizewfstaff we believe that we have
maintained the critical capabilities we need toitedige on emerging opportunities. We believe tliatare properly staffed for current market
conditions and that we have the ability to managevth as market conditions warrant.

Recent Developments
Eclipse on Center Park Refinancing

On February 2, 2011, Comstock Potomac Yard, L.@e, @ our subsidiaries (“Comstock Potomac”), erdéntéo a new inventory term
loan agreement (“Loan Agreement”) with Eagle Bankspant to which Comstock Potomac secured an Elstiion Eight Hundred Fifty
Thousand Dollar ($11,850,000) loan with a three yean (the “New Loan”) to refinance our EclipsePattomac Yard condominium project in
Arlington, Virginia (the “Project”). Proceeds frothe New Loan to Comstock Potomac were primariliizgtil to pay off existing indebtedness
owed to Key Bank, N.A in advance of its March 1@12 maturity. Under the terms of the our Loan Agreat, the New Loan provides for an
initial interest rate of Prime plus two percent (2%ith an interest rate floor of seven percent \.7@omstock Potomac is required to make
monthly payments of interest only to Eagle Bankh®extent not offset by an interest reservedlhtiset aside for the benefit of Comstock
Potomac, and a minimum principal curtailment paymaéririve Million Five Hundred Thousand Dollars ($80,000) no later than eighteen
(18) months following the closing of the New Lodhg “Minimum Principal Curtailment”). The New Loafso has a minimum sales pace
requirement requiring Comstock Potomac to sell mimmim of six (6) units every six (6) months, onienilative basis. There is no prepaymr
penalty associated with the New Loan, which is sty a first deed of trust on the property. Tloen@any, and each of Christopher
Clemente, the Chief Executive Officer of the Compand Gregory Benson, the Chief Operating Offidehe Company, have fully guarante
the New Loan. The officer guaranties are reducddtjopercent (50%) of the outstanding principat@unt of the New Loan, from time to tin
upon the happening of certain events, includingstitesfaction of the Minimum Principal Curtailment.

Cascades Apartment Project

On January 31, 2011, Comstock Cascades I, L.@. pbour subsidiaries (“Cascades I1”), entered mfwivate placement whereby
Cascades Il raised working capital in the amourftwd Million Three Hundred and Fifty Thousand Do4$2,350,000) (the “Private
Placement”) related to the planned constructioa ®03 unit apartment project located in the Cascausster planned community in Loudoun
County, Virginia (the “Cascades Apartments” or “Tbemmons on Potomac Square”). Proceeds of thetBriRlacement, were utilized (i) to
provide sufficient capital needed to secure prdijeeincing for the Cascades Apartments, (ii) tireed portion of the existing indebtedness
owed to M and T Bank (“M&T") in relation to the Czmdes Apartments project, and (iii) to reimburse@ompany for prior expenditures
incurred on behalf of the project. Participantshia Private Placement included unrelated thirdypastestors along with several members of
Company’s Board of Directors, as well as the Chipérating Officer, Chief Financial Officer and GesdeCounsel of the Company.

3



Table of Contents

On February 11, 2011, Cascades Il entered intcaa l&Xgreement (the “Cardinal Loan Agreement”) witird@nal Bank pursuant to
which Cascades Il obtained an Eleven Million Do{t 1,000,000) multi-family construction loan andmgage with a five year term (the
“Cardinal Loan”). Proceeds from the Cardinal Loagrevused to (i) fund the construction of a 103 apértment project located in the
Cascades master planned community in Loudoun CoVinyinia (the “Cascades Apartments”) and (ii)ireexisting indebtedness of the
Company owed to M and T Bank (“M&T”) having a matydate of February 14, 2011 and which was sechyeal first deed of trust on the
real property upon which the Cascades Apartmeritbaiconstructed. The Cardinal Loan, secured bgw first deed of trust on the property,
has an initial interest rate of Prime plus two petq2%), with an interest rate floor of six andédralf percent (6.5%), converted after eighteen
(18) months to four hundred twenty-five (425) bamints over the five (5) year swap rate with aeriest rate floor of five percent (5%) and a
ceiling of eight percent (8%). Under the termstaf €ardinal Loan Agreement, the Cardinal Loan kéllamortized in accordance with a 5.5%,
25-year schedule, with amortization to begin eightél8) months after the Cardinal Loan closing laasl a two percent (2%) prepayment
penalty if paid within the first or second yeartloé Cardinal Loan and a one percent (1%) prepaypemlty if retired in the third or fourth
year of the Cardinal Loan. The Cardinal Loan reggitlebt service coverac"DCR”) of (i) 1.0 to 1.0 no later than twenty-fo(24) months
from the date of the Cardinal Loan closing, (i3 DCR no later than thirty-six (36) months frone tate of Cardinal Loan closing, and
(i) 1.25 DCR no later than forty-eight (48) mostfrom the date of the Cardinal Loan closing. Tloenpany has fully guaranteed the Cardinal
Loan. Christopher Clemente, the Chief Executivadeffof the Company and Gregory Benson, the Chpr@ting Officer of the Company
(each an “Officer”)also provided a limited guaranty in connection witd Cardinal Loan of up to Six Million Eight Huredt Thousand Dolla
($6,800,000), subject to further reduction upongatsfaction of certain enumerated conditiondah in the Cardinal Loan Agreement. In
connection with the Officer’s limited guaranty detCardinal Loan, and in connection with the Conyfsmantry into a loan with Eagle Bank,
described above the Officers and the Company ahtete a Credit Enhancement and Indemnificatione®gnent on February 17, 2011 (the
“Indemnification Agreement”) providing for full iremnification of the Officers by the Company agafustire losses incurred as a result of
their guaranty of the Cardinal Loan or the EaglelBloan. Pursuant to the Indemnification Agreemtre,Officers, on an aggregate basis, are
entitled to a credit enhancement fee (“Credit Eceament Fee”) from the Company for the Cardinal Laad the Eagle Bank Loan calculated
at a rate of four percent (4%) per annum basethetesser of (i) the combined outstanding balafi¢eeoCardinal Loan and the Eagle Bank
Loan at the end of each month, or (ii) such Offeeraximum guaranty exposure in connection with@aedinal Loan and the Eagle Bank
Loan. One-half of the Credit Enhancement Fee igpleymonthly, in arrears, and the remaining haffeferred and payable on an annual basis.
There is no obligation that the Officers providedit support to the Company for its future borragviteeds and as a result, there may be no
availability of acquisition, construction and demainent loans.

Our Communities

We currently have six communities throughout thestiitagton, D.C. market. We are currently operatmgoudoun County, Virginia,
Arlington County, Virginia, Fairfax County, Virgiai Frederick County, Maryland and the District @i@nbia. The following table
summarizes certain information regarding our comitiesas of December 31, 2010.

As of December 31, 201

Average Nev

Estimated Lots Ownec Order
Product Units at Units Revenue to

Project State Type @ Completion ~ Settlec  Backlog 3 Unsold Date
Commons on Potomac Squi VA Apartmen 103 N/A N/A N/A N/A
Eclipse on Center Pa® VA Condo 465 421 1 43  $ 406,05(
Penderbrook Squa® VA Condo 424 35€ — 68 249,63¢
Emerald Farn® MD SF 84 78 — 6 452,34°
The Hampshire®) DC SF/TH 11C — — — N/A
Cedar Hill® DC Condo 40 — — — N/A

Total
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(1) For sale communitie:

(2) “SF’ means single family hom“TH” means townhome ar“Cond¢” means condominiun

(3) “Backlo¢” means we have an executed order with a buyerhbuddttlement has not yet taken pl:
(4) Developed and available for sa

(5) Community under our control currently in developi

Northern Virginia Market

The Commons on Potomac Squigra two building, 103-unit, rental apartment conmityiin Loudoun County, Virginia. The project is
located in the Potomac Falls area of Loudoun Cquitginia. We anticipate initial occupancies tacacin late 2011 with final construction to
be completed in early 2012. The land on which tvarunity is being built is one of the last remagnparcels within the master planned and
amenity rich Cascades Community in eastern Loudiaumty. The Cascades community provides resideitiisexceptional attractions,
including excellent schools, golf courses, multipégks, swimming pools, walking/bicycle trails, apke shopping and dining facilities and
other convenient amenities. The location of thec@dss community provides easy commuter accessdbtak major employment centers in
the Washington, D.C. region and is located withalking distance of the Loudoun campus of Northemgisiia Community College.
Comstock anticipates stabilized rents to be irrédmge of $1,200 -$1,600 for the one and two bedropits under construction.

The Eclipse on Center Parka 465-unit, high-rise condominium complex iniAgton, Virginia. The project is just minutes from
downtown Washington D.C., the Pentagon and Reagdiomal Airport. The project is an upscale, urbsyies mixed-use complex with
residential condominiums above an 83,000 squareré&ail center, which includes a Harris Teetercgry store and other convenienmgéentec
retailers. Condominium sales began in the secoadguof 2004 and settlements began in Novembes.2600ctober 2009, we entered into a
loan modification agreement with the project lendéich provides us with a portion of the cash flganerated from rental and sales operat
at the project. As market conditions stabilized badan to improve in the later part of 2009, wetsthgenerating sales at this project again. At
December 31, 2010, 44 units remain in our inventory

Penderbrook Squaris a 424-unit rental apartment complex in the Exiks area of Fairfax County, Virginia that we paredd as a
condominium conversion project. We acquired theerty in 2005 and made significant improvementsaimmon areas, building exteriors,
and heating and air-conditioning systems withirtsiand have completed the conversion and salenajarity of the units to condominiums.
Sales and settlements began in 2005. In furtherainoer Strategic Realignment Plan when market itams deteriorated, we suspended sales
at the project and continued operation of the raimgiinventory as rental units. In September 2089 ¢entered into a loan modification
agreement with the project lender which providewvitls a portion of the cash flow generated fromta¢and sales operations at Penderbrook.
As market conditions stabilized and began to impriovthe later part of 2009, we re-opened our safiiise at Penderbrook. At December 31,
2010, 68 units remain in our inventory.

Maryland

Emerald Farmis an 84-unit development of single-family homes&iederick, Maryland conveniently located near majnsportation
routes. A water moratorium imposed by the locakfliction has prevented the timely completion & gnoject. We believe the moratorium no
longer applies to the lots we continue to own is tommunity. It is our intention to pursue constion financing for homes on the 6 remair
finished building lots in the near future and agketconditions warrant. If we are unable to se@aestruction financing, we may consider
selling the finished lots in a bulk sale.
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District of Columbia

On December 10, 2010, we announced that we hacetbjaint ventures with Four Points, LLC (“Four Ptsif) for the development of
two new communities located in Washington, D.C. ph&n to commence site improvements and constructiolbpoth communities upon the
issuance of final building permits. The two comntigsi, to be known as The Hampshires and Cedarwillinclude approximately 150 new
homes. The Hampshires, located in the Northeatibseaf the District of Columbia along New Hampghikvenue, will include approximately
110 townhomes and single family homes, while Cétihrlocated in the Southeast section of Washing®.C. near the home of the
Washington Nationals baseball team, will includpragimately 40 townhomes and townhome style condamis.

Warranty

We provide our single-family and townhouse homedsyith a one-year limited warranty covering woekrship and materials. The
limited warranty is transferable to subsequent mpet under direct contract with us and requines &ll home buyers agree to the definitions
and procedures set forth in the warranty. Typicallg provide our condominium home buyers a two-yearanty. In addition, we periodically
provide structural warranty of longer durationsquant to applicable statutory requirements. Frone tio time, we assess the appropriateness
of our warranty reserves and adjust accruals asssacy. When deemed appropriate by us, we willacadditional warranty reserves. We
require our general contractors and sub-contrattonsarrant the work they perform and they are i@otually obligated to correct defects in
their work that arise during the applicable warygmriod. We seek to minimize our risk associat@ét warranty repairs through our quality
assurance program and by selecting contractorsgeitll reputations, sufficient resources and adegunatirance. It is typical that there is a
in the warranty coverage provided by contractoslanhome builders, which we have self-insurechimpiast. It is our experience that the
warranty claims which we self insured have not bagnificant in nature but we periodically obtapidétional insurance to protect against this
unquantifiable risk.

Competition

The real estate development industry is highly cetitipe. We compete primarily on the basis of priceation, design, quality, service
and reputation. We compete with small private larddand large regional or national builders. Initiatdto competing for home buyers and
renters, builders compete for construction finagciaw materials and skilled labor. Additionallyyder normal market conditions competition
exists within the industry for prime developmenésj especially those where developed buildingdodsavailable under option lot contracts.
We compete with other local, regional and natidnalders in all of these areas. Many of our contpegihave significantly greater financial,
marketing, sales and other resources than we Bawee of the national builders against which we cetaclude Pulte Homes, DR Horton,
Toll Brothers, Ryland Homes, NVR, K. Hovnanian drhnar.

However, competition among home builders and apartrdevelopers is often specific to product typeisdp offered in a particular area.
Often we do not find ourselves competing with #x@é national developers in the urban communitiesreswe develop high-rise and mixed
use products. This is primarily because most natibailders tend to focus on a narrower range oflpcts than what we offer. We believe this
provides us a distinct advantage in terms of attrggotential home buyers and renters in certedas We believe the factors that home bu
consider in deciding whether to purchase or remnhfus include the product type, location, valueligyand reputation of the developer. We
believe that our projects and product offerings pare favorably on these factors and we continugiiye to maintain our reputation of
building quality products.

Additionally, we compete with the resale markeegisting homes including foreclosures and shorssalhe dramatic increase of
inventory of existing homes available for sale begig in 2006 created significant competition ambodders and home sellers for a shrink
number of prospective home buyers. This led to deavd pressure on home prices in many areas.

6
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Regulation

Home builders are subject to various local, statbfaderal statutes, ordinances, rules and regaktioncerning zoning, building design,
construction and similar matters, including loagduwlation, which imposes restrictive zoning andsitgrrequirements in order to limit the
number of homes that can ultimately be built wittiie boundaries of a particular project. We andommpetitors may also be subject to
periodic delays or may be precluded entirely frawedoping in certain communities due to buildingratoriums or “slow-growth” or “no-
growth” initiatives that could be implemented iretfuture in the states in which we operate. Loadl state governments also have broad
discretion regarding the imposition of developmieets for projects in their jurisdiction.

We and our competitors are also subject to a waoiElbcal, state and federal statutes, ordinanedss and regulations concerning
protection of the environment. Some of the laws/hich we and our properties are subject may impegairements concerning development
in waters of the United States, including wetlarids,closure of water supply wells, managemensbéatos-containing materials, exposure to
radon and similar issues. The particular envirortialdaws that apply to any given community varydzhsn several factors including but not
limited to the environmental conditions relatedatparticular property and the present and formes a$ the property. These environmental
laws may result in delays, may cause us and oupettars to incur substantial compliance relatestgcand may prohibit or severely restrict
development in certain environmentally sensitivaar To date, environmental laws have not had aerfabadverse impact on our operations.

Technology and Intellectual Property

We are committed to the use of Internet-based oy for managing our business, communicating withcustomers, and marketing
our projects. For customer relationship managementjse Builder's C&ilot™, a management information system that wasotn develope
in accordance with our needs and requirements. Syisiem allows for online and collaborative effdrédween 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 constragif@gress information and our sales and marketitg and documents through our systems
increases the effectiveness of our sales and niagkefforts as well as management’s ability to nimméur business.

We utilize our technology infrastructure to facité marketing of our projects as well. Throughwab site,
www.comstockhomebuilding.coaur customers and prospects receive automaticehéctcommunications from us on a regular basig. Ou
corporate marketing directors work with in-houserketing and technology specialists to develop aikiag and public relations programs for
each project that leverage our technology capsliDuring 2010, we continued to lower marketingts through the increased utilization of
internet based marketing platforms in lieu of pedvertisements. We believe that the home buyimiladion will continue to increase its
reliance on information available on the interreehélp guide their home buying decision. Accordmglur marketing efforts will continue to
seek to leverage this trend in an effort to lower gale marketing costs while maximizing potergaes.

For accounting and purchasing management purposes&the JD Edwards Enterprise One software system

Our Chief Executive Officer and Chairman of the BhaChristopher Clemente, has licensed his owngirisitérest the “Comstock” brand
and trademark to us in perpetuity and free of olhavge do not own the brand or the trademark andatren a position to be able to adequately
protect it against infringement from third partiéslditionally, Mr. Clemente has retained the rightontinue using the “Comstock” brand and
trademark individually and through his affiliaté@s¢luding real estate development projects in auremt or future markets that are unrelated to
the Company.
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Employees

At December 31, 2010, we had 26 full-time and oaet fime employee. Our employees are not repreddayt@ny collective bargaining
agreement and we have never experienced a worgagepWe believe we have good relations with ousleyees.

Executive Officers of the Registrant
Our executive officers and other management emplogad their respective ages and positions asadridiger 31, 2010 are as follows:

Name Age Current Position
Christopher Clement 51 Chairman and Chief Executive Offic
Gregory V. Bensol 56 President, Chief Operating Offic
Joseph M. Sque 45 Chief Financial Office

Jubal R. Thompso 41 General Counsel and Secret

Christopher Clementmunded Comstock in 1985 and has been directoediay 2004. Since 1992, Mr. Clemente has servedias
Chairman and Chief Executive Officer. Mr. Clemehés over 25 years of experience in all aspectsaifastate development and home
building, and more than 30 years of experiencenaané&repreneur.

Gregory V. Bensojoined us in 1991 as President and Chief Operdiffiger and has been director since May 2004. Mm$n is also a
member of our board of directors. Mr. Benson haer @0 years of home building experience includiagrd.4 years at national home builders,
including NVHomes, Ryan Homes and Centex Homes.

Joseph M. Squehas served as our Chief Financial Officer since wst@010. Mr. Squeri has more than a decade ofgobipany
leadership experience in corporate finance, sti@fgnning, accounting and operations. From Oat@€8 to August 2010, Mr. Squeri sen
as an independent financial and business constittgmivately held companies. From January 2008aptember 2008, Mr. Squeri served as
the Executive Vice President-Chief Financial Offieed Treasurer of the Federal Realty InvestmenstTiINYSE: FRT) with responsibility for
capital markets, financial reporting and investgdations functions. From 1997 through 2007, Mr. &ggerved in a variety of positions at
Choice Hotels International (NYSE: CHH), includialief financial officer starting in 1999, and theore significant operating roles
culminating his position as president and chiefrapieg officer. Mr. Squeri is a certified publicamntant.

Jubal R. Thompsoas served as our General Counsel since Octob&rdriPour Secretary since December 2004. From 2p6P to
April 2003, Mr. Thompson also served as our VicesiRtent — Finance. Mr. Thompson has significaneexgnce in areas of real estate
acquisitions and dispositions, real estate andacatp finance, corporate governance, mergers aqusiiion and risk management.

Iltem 1A.  Risk Factors
Risks Relating to Our Business
Failure to meet the minimum unit settlement requireents in our modified credit facilities would adwegly affect our liquidity.

Two of our existing projects provide us a perceatafjrealized cash flow from the settlement prosegfceach unit at the respective
project provided that we settle on a prescribedmim number of units each
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quarter. If we are unable to achieve the requirgdber of settlements, the lenders may elect toceethe amount of cash flow to us from
settlement proceeds. If that happened, it coulérady compromise our liquidity and could jeopardize ability to satisfy our capital and cash
flow requirements in which case our ability to done operating would be seriously compromised.

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

The real estate development industry is capitahisive and requires significant expenditures faratons, land purchases, land
development and construction as well as potentigizitions of other homebuilders or developersriher to maintain our operations, we will
need to obtain additional financing. These fundslmagenerated through public or private debt oitgdinancings, operating cash flow,
additional bank borrowings or from strategic altias or joint ventures. In light of the current emaric climate we may not be successful in
obtaining additional funds in a timely manner, aadrable terms or at all. Moreover, certain of bank financing agreements contain
provisions that limit the type and amount of delketmway incur in the future without our lenders’ camis In addition, the availability of
borrowed funds, especially for land acquisition andstruction financing, has been greatly reduaad,lenders may require us to invest
increased amounts of equity in a project in corinaavith both new loans and the extension of exgstoans. If we do not have access to
additional capital, we may be required to delaglesback or abandon some or all of our operatiragesyies or reduce capital expenditures and
the size of our operations. As a result, such ahility to access additional capital would likelguse us to experience a material adverse affect
on our business, results of operations and finhooiadition.

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

To finance projects, we have historically utilizemhstruction, acquisition and development loangs€lcredit facilities tend to be project-
oriented and generally have variable rates andnegignificant management time to administer thérfinancial institutions decide to
discontinue providing these facilities to us we Wdose our primary source of financing our operasi or the cost of retaining or replacing
these credit facilities could increase dramaticadtiyrther, this type of financing is typically chaterized by short-term loans which are subject
to call. If construction, acquisition and developrm®ans becomes unavailable or accelerated repayoheur existing facilities is demanded,
we may not be able to meet our obligations and \ag be forced to seek protections afforded undeb#mkruptcy code.

We engage in construction and real estate actigtighich are speculative and involve a high degrdeisk.
The home building industry is speculative and dedsfan new homes is significantly affected by changeeconomic and other
conditions, such as:
* employment levels
» availability of home buyer mortgage financir
* interest rates; an
* consumer confidenc
These factors can negatively affect the demandridrpricing of our homes and our margin on sale.avéealso subject to a number of
risks, many of which are beyond our control, inahad
» 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 arwt taist.

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

Most home buyers finance their purchase of a newehthrough thirdparty mortgage financing. As a result, residemtgal estate dema
is adversely affected by:

* increases in interest rates and/or related

* increases in real estate transaction closing ¢

» decreases in the availability of consumer mortdagacing;

» increasing housing cosi

e unemployment; an

» changes in federally sponsored financing progri

* increases in foreclosure inventory and reductiom@mket comparables resulting from foreclosuresshmit sales

Increases in interest rates and decreases in #ilalality of consumer mortgage financing have @sged the market for new homes
because of the increased monthly mortgage costthenghavailability of financing to potential horbayers. For instance, recent initiatives to
tighten underwriting standards have made mortgage€ing more difficult to obtain for some of ountey-level home buyers, which has led to
decreased demand from these buyers. Even if patértime buyers do not experience difficulty seaurmortgage financing for their purchase
of a new home, increases in interest rates ancdsed mortgage availability or significant altemasi to mortgage product types could make it
harder for them to sell their existing homes. Tddsld continue to adversely affect our operatirguits and financial condition.

The potential reduction or winding down of the roleannie Mae and Freddie Mac play in the mortgage rkat may materially adversely
affect the multifamily sector and our business, gpgons and financial condition.

On February 11, 2011, the U.S. Treasury and the Department of Housing & Urban Development issaedport to the U.S. Congress
entitled “Reforming America’s Housing Finance Markiat lays out, among other things, three optifindong-term reform, which would
reduce or wind down the role that Fannie Mae amdiéie Mac play in the mortgage market. These papase: (a) a privatized system of
housing finance with the government insurance linlged to the Federal Housing Administration (tf@1A”), the United States Department
of Agriculture (the “USA”") and the Department of téeans’ Affairs’ (the “VA”) assistance for narrowtgirgeted groups of borrowers; (b) a
privatized system of housing finance with assistainem the FHA, USDA and VA for narrowly targetexbgps of borrowers and a guarantee
mechanism to scale up during times of crisis; aja (privatized system of housing finance with FRHISDA and VA assistance.
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for low- and moderate-income borrowers and catphitoreinsurance behind significant private capitaly such proposals, if enacted, may
have broad and material adverse implications femtlultifamily sector and our business, operatiomsfanancial condition. We expect such
proposals to be the subject of significant disaussind it is not yet possible to determine whethievhen such proposals may be enacted, wha
form any final legislation or policies might takecahow proposals, legislation or policies emanatiog this report may impact the

multifamily sector and our business, operations famahcial condition. We are evaluating, and wdhtinue to evaluate, the potential impact of
the proposals set for in this report.

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

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 and devellmetif we are to support growth in our home biniddoperations. There is a lag between
the time we acquire control of undeveloped landereloped home sites and the time that we can Bmmgommunities built on that land to
market and deliver our homes. This lag time vdiries site to site as it is impossible to predictwany certainty the length of time it will take
to obtain governmental approvals and building pexniihe risk of owning undeveloped land, developed and homes can be substantial.
market value of undeveloped land, buildable lots lousing inventories can fluctuate significantyearesult of changing economic and ma
conditions. Inventory carrying costs can be sigaifit and can result in losses in a poorly perfogui@velopment or market. Material write-
downs of the estimated value of our land and homeritories could occur if market conditions detexie or if we purchase land or build home
inventories at higher prices during stronger ecangmariods and the value of those land or homeritorges subsequently declines during
weaker economic periods. We could also be forcestlichomes, land or lots for prices that genel@ter profit than we anticipate, or at a lc
and may not be able to dispose of an investmeatimely manner when we find dispositions advamageor necessary. Furthermore, a
continued decline in the market value of our lanti@me inventories may give rise to additional imp&nts of our inventory and write-offs of
contract deposits and feasibility cost, which mesutt in a breach of financial covenants containezhe or more of our credit facilities, which
could cause a default under those credit faciliifaults in these credit facilities are oftendsithe responsibility of the Company as the
Company is the guarantor of most of its subsidmdebts.

Deteriorating market conditions, turmoil in the ditenarkets and increased price competition coetihio negatively impact us in 2010
resulting in reduced sales prices, increased cuestooncessions, reduced gross margins and extestiathtes for project completion dates
a result, we evaluated all of our projects to detee if recorded carrying amounts were recoverafiés evaluation resulted in an aggregate
2010 impairment charge of $1.5 million in the Wasjton D.C. region. Impairment charges are recoedea reduction in our capitalized land
and/or house costs. The impairment charge waslatécduusing a discounted cash flow analysis madeich is dependent upon several
subjective factors, including the selection of aprapriate discount rate, estimated average sailesspand estimated sales rates. In performing
our impairment modeling, we must select what wéebelis an appropriate discount rate based on mumarket cost of capital and returns
expectations. We have used our best judgment ermating an appropriate discount rate based ondmtakinformation we have received
from marketing our deals for sale in recent monitie.have elected to use a rate of 13% in our digeoucash flow model. While the selection
of a 13% discount rate was subjective in naturebeleve it is an appropriate rate in the curreatkat. The estimates used by us are based on
the best information available at the time theneates are made. If market conditions continue tertate additional adverse changes to these
estimates in future periods could result in furtimaterial impairment amounts to be recorded.
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Our ability to use our NOLs and, in certain circurtences, future built-in losses and depreciation detions can be negatively affected if
there is an “ownership change” as defined under Siea 382 of the Internal Revenue Code.

In general, an ownership change occurs wheneves tha shift in ownership by more than 50 peraggataoints by one or more 5%
shareholders over a specified time period (genetlatbe years). Given Section 382’s broad definiten ownership change could be the
unintended consequence of otherwise normal mankeing in our stock that is outside of our control.

We currently have approximately $72.0 million indEeal and State NOLs with a potential value of@f$25.0 million in tax savings.
These deferred tax assets are currently fully vesedf unused, these NOLs will begin expiring B28. Under Internal Revenue Code
Section 382 rules, if a change of ownership igigd, our NOL asset and possibly certain othesrdadl tax assets may be impaired. We
estimate that as of December 31, 2010, the cumalahift in the Company’s stock would not causénaibility to utilize some of our NOL
asset.

Home prices and sales activities in the WashingténC. geographic market have a large impact on gasults of operations because \
conduct substantially all of our business in thisarket.

Home prices and sales activities in the Washingbo@, geographic market have a large impact onresults of operations because we
conduct substantially all of our business in thierket. Although demand in this area historicallg baen strong, the current slowdown in
residential real estate demand and reduced aVéaifaddficonsumer mortgage financing have reducedlittelihood of consumers seeking to
purchase new homes which has had and will likehtiooe to have a negative impact on the pace athwilve receive orders for our new
homes. As a result of the foregoing and generat@mic conditions, potential customers may be le#isng or able to buy our homes, or we
may take longer or incur more costs to build thé&/e. may not be able to recapture increased costaifing prices in many cases because of
market conditions or because we fix our pricesdvasace of delivery by signing home sales contradis.may be unable to change the mix of
our homes or our offerings or the affordabilitycafr homes to maintain our margins or satisfact@idgress changing market conditions in
other ways. This has and could continue to adweedéct our results of operations and cash flows.

Because our business depends on the acquisitioned land, the potential limitations on the supplyland could reduce our revenues i
negatively impact our results of operations anddimcial condition.

Even in the current depressed housing market, weregsnce competition for available land and devetbpome sites in the Washington,
D.C. market. We have experienced competition fon&aites from other, better capitalized, home leuddOur ability to continue our home
building activities over the long term depends upanability to locate and acquire suitable parcéland or developed home sites to support
our home building operations. If competition fondeincreases, the cost of acquiring it may rise, the availability of suitable parcels at
acceptable prices may decline. Any need for in@@gsicing could increase the rate at which consutamand for our homes declines and,
consequently, reduce the number of homes we sgllem to a decrease in our revenues, earningsaatdflows.

Our business is subject to governmental regulatidghat may delay, increase the cost of, prohibitsmverely restrict our development and
home building projects and reduce our revenues arath flows.

We are subject to extensive and complex laws agula#ons that affect the land development and hbuaileling process, including laws
and regulations related to zoning, permitted lasekulevels of density (number of dwelling units @ere), building design, access to water and
other utilities, water and waste disposal and dgpen spaces. In addition, we and our subcontraieiee subject to laws and regulations
relating to worker health and safety. We also atgext to a variety of local, state and federaldamd regulations concerning the protection of
health and the environment. In some of our marketsare required to pay
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environmental impact fees, use energy saving coctstn materials and give commitments to provideaie infrastructure such as roads and
sewage systems. We must also obtain permits andadp from local authorities to complete residaintievelopment or home construction.
The laws and regulations under which we and oucauiactors operate, and our and their obligatiorcomply with them, may result in
delays in construction and development, cause igto substantial compliance and other increassts¢cand prohibit or severely restrict
development and home building activity in certaieas in which we operate. If we are unable to cmetito develop communities and build
deliver homes as a result of these restrictiorifaur compliance costs increase substantially,reuenues, earnings and cash flows may be
reduced.

Cities and counties in which we operate have addptar may adopt, slow or no-growth initiatives thabuld reduce our ability to build and
sell homes in these areas and could adversely affer revenues, earnings and cash flov

From time to time, certain cities and counties hrich we operate have approved, and others in whi&bperate may approve, various
“slow-growth” or “no-growth” initiatives and othaimilar ballot measures. Such initiatives restilietelopment within localities by, for
example, limiting the number of building permitsadable in a given year. Approval of slow- or nagth measures could reduce our ability to
acquire land, obtain building permits and build aetl homes in the affected markets and could eraddlitional costs and administration
requirements, which in turn could have an adveffeeteon our revenues, earnings and cash flows.

Increased regulation in the housing industry insesahe time required to obtain the necessary aglsrto begin construction and has
prolonged the time between the initial acquisitidhand or land options and the commencement antptation of construction. These delays
increase our costs, decrease our profitabilityinntbase the risks associated with the land inveegave maintain.

Municipalities may restrict or place moratoriumstha availability of utilities, such as water arver taps. If municipalities in which we
operate take actions like these, it could havedserge effect on our business by causing delagsgasing our costs or limiting our ability to
build in those municipalities. This, in turn, couktluce the number of homes we sell and decreasewnues, earnings and cash flows.

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

The home building industry is highly competitiveddnagmented. We compete with a number of naticeglional and local builders for
customers, undeveloped land and home sites, raeriaatand labor. For example, in the WashingtoG.Bnarket, we compete against
multiple publicly-traded national home buildersdanany privately-owned regional and local homedwrii$. We do not compete against all of
the builders in all of our product types or subnetskas some builders focus on particular typgsaécts within those markets, such as large
estate homes, that are not in competition withprojects.

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 homesasitgiisitions than we do and have greater
amounts of unrestricted cash resources on hanéyloests of capital, labor and material than ug ddmpetitive conditions in the home
building industry could, among other things:

» make it difficult for us to acquire suitable landrme sites in desirable locations at acceptafidepand terms, which could
adversely affect our ability to build hom

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

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

Our business is concentrated in a single geograpaiea which increases our exposure to localizedksis

We currently develop and sell homes principallyhiae Washington, D.C. market. Our limited geographi@rsity means that adverse
general economic, weather or other conditionsimrtiarket could adversely affect our results ofrafiens and cash flows or our ability to
grow our business.

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

Our success largely depends on the continuingaes\af certain key employees, including Christogblemente, our Chairman and
Chief Executive Officer; Gregory Benson, our Chigerating Officer; Jubal Thompson, our General Geliand Secretary; and Joseph Sq
our Chief Financial Officer. Our continued succals® depends on our ability to attract and retaigified personnel. We believe that Messrs.
Clemente, Benson, Thompson and Squeri each posslesble industry knowledge, experience and leduigiabilities that would be difficult
in the short term to replicate. The loss of thesetber key employees could harm our operationsiness plans and cash flows.

A significant portion of our business plan involvesd may continue to involve mixcuse developments and high-rise projects with which
we have less experience.

We are actively involved in the construction angelepment of mixed-use and high-rise residentiajguts. Our experience is largely
based on smaller wood-framed structures that asedemplex than high-rise construction or the dguelent of mixed-use projects. A mixed-
use project is one that integrates residentialrnmdresidential uses in the same structure orasecproximity to each other, on the same land.
As we continue to expand into these new produasyme expect to encounter operating, marketingtpower service, warranty and
management challenges with which we have less ifaityl. We have expanded our management team todadndividuals with significant
experience in this type of real estate developrhahhave been forced to furlough some of them dgeaslownsized our operation. If we are
unable to successfully manage the challenges &ptition of our business, we may incur additiarats and our results of operations and
flows could be adversely affected.

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

We and the home building industry, from time togjirmay be affected by circumstances beyond ourapircluding:
» work stoppages, labor disputes and shortages difigddrades people, such as carpenters, rooééestricians and plumber
» lack of availability of adequate utility infrastriuce and service!
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e transportation cost increass
» our need to rely on local subcontractors who maybecadequately capitalized or insured;
» shortages or fluctuations in prices of building emits.

These difficulties have caused and likely will causmexpected construction delays and short-termred@ses in construction costs. In an
attempt to protect the margins on our projectspften purchase certain building materials with catmmants that lock in the prices of these
materials for 90 to 120 days or more. However, dheesupply of building materials subject to thessnmitments is exhausted, we are again
subject to market fluctuations and shortages. W\ mo@ibe able to recover unexpected increasesnsteation or materials costs by raising
our home prices because, typically, the price chdsome is established at the time a customer ga®euhome sale contract. Furthermore,
sustained increases in construction costs may,tower erode our profit margins and may advers#écaour results of operations and cash
flows.

We depend on the availability and skill of subcoattors and their willingness to work with us.

Substantially all of our construction work is ddnesubcontractors with us acting as the generatractor or by subcontractors working
for a general contractor we select for a particplaject. Accordingly, the timing and quality ofrozonstruction depends on the availability and
skill of those subcontractors. We do not have lterga contractual commitments with subcontractorsuppliers. Although we believe that our
relationships with our suppliers and subcontracéoesgood, we cannot assure that skilled subcdontsawill continue to be available at
reasonable rates and in the areas in which we cbiodu operations. The inability to contract wiltilled subcontractors or general contractors
at reasonable costs on a timely basis could lionitatility to build and deliver homes and coulddg@ur profit margins and adversely affect
our results of operations and cash flows. Recestt aw and credit facility limitations have forced to negotiate settlements with our vendors
at less than the entire amounts owed. This maytreswendor hesitation to work with us on futunejects.

Construction defect and product liability litigatimand claims that arise in the ordinary course ofisiness may be costly or negatively imp
sales, which could adversely affect our resultsopierations and cash flow:

Our home building business is subject to constonatiefect and product liability claims arising iretordinary course of business. These
claims are common in the home building industry ead be costly. Among the claims for which devetsmnd builders have financial
exposure are property damage, environmental clamdsodily injury claims and latent defects thaymat materialize for an extended period
of time. Damages awarded under these suits maydadhe costs of remediation, loss of propertytealth-related bodily injury. In response
to increased litigation, insurance underwritersehattempted to limit their risk by excluding covgedor certain claims associated with
environmental conditions, pollution and product amatkmanship defects. As a developer and a homddsyiwe may be at risk of loss for
mold-related property, bodily injury and other ohaiin amounts that exceed available limits on @mprehensive general liability policies and
those of our subcontractors. In addition, the cobtasuring against construction defect and praodiability claims are high and the amount of
coverage offered by insurance companies is limitednsured construction defect, product liabilitydasimilar claims, claims in excess of the
limits under our insurance policies, defense caststhe costs of obtaining insurance to cover siaims could have a material adverse effect
on our revenues, earnings and cash flows.

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

Insurance and surety companies have reassessedasyaauts of their business and, as a result, rkayatztions that could negatively
affect our business. These actions could includessing insurance premiums, requiring higherissifired retentions and deductibles,
requiring additional collateral on surety
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bonds, reducing limits, restricting coverages, isipg exclusions, and refusing to underwrite centaiks and classes of business. Any of these
actions may adversely affect our ability to obtajgpropriate insurance coverage at reasonable edsts) could have a material adverse effect
on our business. Additionally, coverage for certgjes of claims, such as claims relating to misldienerally unavailable. Further, we rely on
surety bonds, typically provided by insurance conigs, as a means of limiting the amount of capitéized in connection with the public
improvement sureties that we are required to pdabtgovernmental authorities in connection withdatevelopment and construction activit
The cost of obtaining these surety bonds is, friome to time, unpredictable and these surety boralg lme unavailable to us for new projects.
These factors can delay or prohibit commencemedewélopment projects and adversely affect revemamings 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 forreogef one year or more post closing and provideranties on occasion as required
by applicable statutory requirements for extenderiiopls. We self-insure our warranties from timéinee and reserve an amount we believe
will be sufficient to satisfy any warranty claims bomes we sell and periodically purchase insuragle¢ged coverage cover the costs assoc
with potential claims. Additionally, we also attettp pass much of the risk associated with potedééects in materials and workmanship on
to the subcontractors performing the work and tigplers and manufacturers of the materials anid ihgurance carriers. In such cases, we
still may incur unanticipated costs if a subcorttvacsupplier, manufacturer or its insurance caffaés to honor its obligations regarding the
work or materials it supplies to our projects.hiétamount of actual claims materially exceeds ggregate warranty reserves, any available
insurance coverage and/or the amounts we can refrone our subcontractors and suppliers, our ofregaesults and cash flows would be
adversely affected.

Our business, results of operations and financiarnition may be adversely affected by adverse weationditions or natural disasters.

Adverse weather conditions, such as extended pedbrhin, snow or cold temperatures, and natusastiers, such as hurricanes,
tornadoes, floods and fires, can delay completiahsale of homes, damage partially complete orrathsold homes in our inventory and/or
decrease the demand for homes or increase thefdosiiding homes. To the extent that natural disasor adverse weather events occur, our
business and results may be adversely affectethéfextent our insurance is not adequate to cay&@nbss interruption losses or repair costs
resulting from these events, our results of openatand financial conditions may be adversely &fibc

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 pgaperty, we may be liable under federal, statd,lanal environmental laws, ordinan:
and regulations for the costs of removal or rentétieof hazardous or toxic substances on, under thre properties or in the proximity of the
properties we develop. These laws often imposditialvhether or not we knew of, or were responsifar, the presence of such hazardous or
toxic substances. The cost of investigating, reatédj or removing such hazardous or toxic subswnwey be substantial. The presence of any
such substance, or the failure promptly to remedaaly such substance, may adversely affect outyatoilsell the property, to use the property
for our intended purpose, or to borrow funds ushrgproperty as collateral. In addition, the camgtion process involves the use of hazardous
and toxic materials. We could be held liable urglarironmental laws for the costs of removal or rdiaigon of such materials. In addition, our
existing credit facilities also restrict our accésshe loan proceeds if the properties that aeel ts collateralize the loans are contaminated by
hazardous substances and require us to indemuflyahk against losses resulting from such occueréorcsignificant periods of time, even
after the loan is fully repaid.
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Our Eclipse project is part of a larger developmecated at Potomac Yard in Northern Virginia. Poée Yard was formerly part of a
railroad switching yard contaminated as a resuthifrelated activities. Remediation of the prdpevas conducted under supervision of the
U.S. Environmental Protection Agency, or EPA, imhnation with state and local authorities. In 89 deral, state and local government
agencies authorized redevelopment of the prop@xy.plans for development of our portion of thejgcbare consistent with those
authorizations. Although concentrations of contaanis remain on the property under the EPA-approgetgtdiation work plan, the EPA has
determined that they do not present an unacceptiskléo human health or the environment. Howetres,EPA’s determination does not
preclude private lawsuits and it is possible thatosuld incur costs to defend against any clairasrtiay be brought in the future relating to
any such contaminants.

If we are not able to develop our communities sussfelly, results of operations and financial coniit could be diminished

Before a community generates any revenues, matqmnditures are required to acquire land, toiolstavelopment approvals and to
construct significant portions of project infragtture, amenities, model homes and sales facilii€sn take a year or more for a community
development to achieve cumulative positive casi.flOur inability to develop and market our commigstsuccessfully and to generate
positive cash flows from these operations in a lymeanner would have a material adverse effectwmability to service our debt and to meet
our working capital requirements.

Our operating results may vary.
We expect to experience variability in our revenaled net income. Factors expected to contributkisovariability include, among other
things:
» the uncertain timing of real estate closin

» our ability to continue to acquire additional lamdoptions thereon on acceptable terms and thadimi all necessary regulatory
approvals required for developme

» the condition of the real estate market and theeggreconomy 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 abiity of mortgage financing; ar

» costs of material and labor and delays in constmachedules

The volume of sales contracts and closings typicaties from month to month and from quarter tarter depending on several factors,

including the stages of development of our projeetsather and other factors beyond our contrathénearly stages of a projestievelopmen
we incur significant start-up costs associated wéthong other things, project design, land acdaisénd development, construction and
marketing expenses. Since revenues from saleopépies are generally recognized only upon thesfea of title at the closing of a sale, no
revenue is recognized during the early stagespobgct unless land parcels or residential homes site sold to other developers. Periodic sales
of properties may be insufficient to fund operateaxpenses. Further, if sales and other revenuesocaiglequate to cover operating expenses,

we will be required to seek sources of additiorrating funds. Accordingly, our financial resuki#l vary from community to community al
from time to time.
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Acts of war or terrorism may seriously harm our buosss.

Acts of war, any outbreak or escalation of hog#itoetween the United States and any foreign powacts of terrorism, may cause
disruption to the U.S. economy, or the local ecoiesnof the markets in which we operate, cause apestof building materials, increase costs
associated with obtaining building materials, resubuilding code changes that could increasescoktonstruction, affect job growth and
consumer confidence, or cause economic changew¢hednnot anticipate, all of which could reduceead for our homes and adversely
impact our revenues, earnings and cash flows.

We do not own the Comstock brand or trademark, bae the brand and trademark pursuant to the ternfsagerpetual 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 his owngiisitérest the “Comstock” brand
and trademark to us in perpetuity and free of ohavge do not own the brand or the trademark andeatren a position to be able to adequately
protect it against infringement from third partidslditionally, Moreover, Mr. Clemente has retairtkd right to continue using the “Comstock”
brand and trademark individually and through hfgiafes, including real estate development prggéotour current or future markets that are
unrelated to the Company. We will be unable to mdrthe quality of projects undertaken by Mr. Clarteeor others using the “Comstock”
brand and trademark and therefore will be unabfgéoent any damage to its goodwill that may oc@e. will further be unable to preclude
Mr. Clemente from licensing or transferring the @nship of the “Comstockitademark to third parties, some of whom may compgginst u:
Consequently, we are at risk that our brand coalddmaged which could have a material adverseteffecur business, operations and cash
flows.

Risks Related to our Common Stock and the SecuritieMarkets
Volatility of our stock price could adversely affestockholders.

The market price of our Class A common stock cdluictuate significantly as a result of:
e 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
» our operating results failing to meet the expectatif securities analysts or investors in a paidicperiod;

» changes in financial estimates and recommendatipisecurities analysts concerning our Company@httme building industry |
general;

» operating and stock price performance of other amigs 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

* material announcements by our construction lenoletise manufacturers and suppliers we
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» sales of substantial amounts of Class A commorkdigour directors, executive officers or signifitatockholders or th
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 sharesiolClass A common stock following periods of vy 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 experiemilution with the future exercise of stock optisrand warrants, the grant of restricte
stock and issuance of stock in connection with @gaquisitions of other homebuilder:

From time to time, we have issued and we will cmnito issue stock options or restricted stocktgrememployees and non-employee
directors pursuant to our equity incentive plan. &{pect that these options or restricted stocktgnaill generally vest commencing one year
from the date of grant and continue vesting oviaua-year period. Investors may experience dilutigrthe options vest and are exercised by
their holders and the restrictions lapse on thgictsd stock grants. In addition, we may issuelsio connection with acquisitions of other
homebuilders, or warrants in connection with thilement of obligations and or indebtedness withdggs and suppliers, which may result in
investors experiencing dilution.

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

A substantial amount of the shares of our Classirnon stock are eligible for immediate resale ahiblic market. Any sales of
substantial amounts of our Class A common sto¢keérpublic market, or the perception that suchssaligght occur, could depress the market
price of our Class A common stock.

The holders of our Class B common stocks exert eohbver us and thus limit the ability of other stiholders to influence corporate
matters.

Messrs. Clemente and Benson own 100% of our owlistgrClass B common stock, which, together withrthbares of Class A common
stock, represent approximately 78.1% of the contbiraing power of all classes of our voting stoskod March 15, 2011. As a result, Messrs.
Clemente and Benson, acting together, have coowen us, the election of our board of directors aadmanagement and policies. Messts.
Clemente and Benson, acting together, also havieat@ver all matters requiring stockholder appipireciuding the amendment of certain
provisions of our certificate of incorporation aomglaws, the approval of any equity-based employeepensation plans and the approval of
fundamental corporate transactions, including marda light of this control, other companies cobkldiscouraged from initiating a potential
merger, takeover or any other transaction resuitirgchange of control. Such a transaction paéinttould be beneficial to our business or to
our stockholders. This may in turn reduce the pitiee investors are willing to pay in the future hares of our Class A common stock.

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

The holders of our Class A and Class B common sgecierally have identical rights, except that hadde our Class A common stock
are entitled to one vote per share and holdersio€tass B common stock are entitled to 15 votespare on all matters to be voted on by
stockholders. The difference in the voting rightshe Class A and Class B common stock could dishithe value of the Class A common
stock to the extent that investors or any poteffititaire purchasers of our Class A common stockilzselue to the superior voting rights of
Class B common stock.
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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 lagslating corporate takeovers. These anti-takelaves prevent Delaware corporations
from engaging in business combinations with angldiolder, including all affiliates and employeediué stockholder, who owns 15% or more
of the corporation’s outstanding voting stock, ttaree years following the date that the stockhotteyuired 15% or more of the corporation’s
voting stock unless specified conditions are met.

Our amended and restated certificate of incorpmmadind bylaws contain provisions that have theceffédelaying, deferring or
preventing a change in control of us that stockédanay consider favorable or beneficial. Theseipians could discourage proxy contests
and make it more difficult for stockholders to éldzectors and take other corporate actions. Thesé@sions could also limit the price that
investors might be willing to pay in the future &irares of our common stock. These provisions declu

» astaggered board of directors, so that it woute taree successive annual meetings to replacéreditors;
» aprohibition of stockholder action by written ceng anc
» advance notice requirements for the submissiortdgkkolders of nominations for election to the labaf directors and fc
proposing matters that can be acted upon by stdd&twat 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 causéoussue, without any further vote or action ey $tockholders, up to 20,000,000
shares of preferred stock, par value $.01 per siraome or more series, to designate the numbghafes constituting any series, and to fix the
rights, preferences, privileges and restrictiorsebf, including dividend rights, voting rightsghis and terms of redemption, redemption price
or prices and liquidation preferences of such sefiée issuance of shares of preferred stock mes thee effect of delaying, deferring or
preventing a change in control of us without furthetion by the stockholders, even where stockhisldee offered a premium for their shares.
The issuance of shares of preferred stock witmgodind conversion rights may adversely affect thiteng power of the holders of Class A
common stock, including the loss of voting contktle have no present plans to issue any shareefafrprd stock.

ltem 1B.  Unresolved Staff Comments
Not Applicable.

ltem 2. Properties

Our principal administrative, sales and marketiagjlities are located at our headquarters in Re&toginia. At December 31, 2010 we
leased approximately 8,200 square feet of offi@eepn the Reston facility from Comstock Asset Mgeraent, L.C., an affiliate wholly-owned
by Christopher Clemente. Pursuant to this thyear headquarters lease which we entered into cerbleer 31, 2009, we will pay annual rer
approximately $200,000, subject to a 4% annuak@se through the lease termination.

For information regarding the properties at our pamities, please see Item 1 “Business — Our Comtiestii

Item 3. Legal Proceedings

On July 29, 2008, Balfour Beatty Construction, LISD¢cessor in interest to Centex Construction f&atl), the general contractor for
Comstock Potomac Yard, L.C., one of our subsid&fi€omstock
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Potamac”), filed liens totaling approximately $552) at The Eclipse on Center Park Condominium ptdj®roject”) in connection with
its claim for amounts allegedly owed under the &bgontract documents. On September 3, 2008, @okBtotomac filed suit against Balfour
in the United States District Court for the EastBistrict of Virginia to invalidate the liens andrfits actual and liquidated damages in the
approximate amount of $17.1 million due to condfarcdelays and additional costs incurred by Corlstotomac with respect to the Project.
In October 2008, Balfour filed counterclaims in #qgproximate amount of $2.8 million. Subsequergrt@xpedited hearing filed by Comstock
Potomac to determine the validity of the liens thias ultimately heard in February 2009, we recemedrder of the court in April 2009
invalidating the liens. On March 19, 2010, ComstBdkomac received a judgment against Balfour iaranunt of $11.96 million. On
March 25, 2010, Comstock Potomac received notidgatfour’s intention to appeal the judgment andt@osupersedeas bond in the amount of
$12.5 million. The appeal is pending with the Uditates Court of Appeals for the Fourth Circuitil® we believe we will be successful in
collecting the judgment against Balfour, we carprotvide any assurances to that effect.

Other than the foregoing, we are not subject toraaterial legal proceedings. From time to time, beer, we are named as a defenda
legal actions arising from our normal businessvitis. Although we cannot accurately predict theant of our liability, if any, that could
arise with respect to legal actions pending agaisstve do not expect that any such liability \wdive a material adverse effect on our financial
position, operating results or cash flows. We elithat we have obtained adequate insurance caeiights to indemnification, or where
appropriate, have established reserves in conmegiib these legal proceedings.

Item 4. (Removed and Reservec
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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 is traded on the NASDAQWa@l Market under the symbol “CHCI".The followinghie sets forth the high
and low sale prices of our Class A common stockepsrted on NASDAQ, for the periods indicated:

High Low

Fiscal Year Ended 20(
First quarte! $ .34 $ .12
Second quarte $ .38 $ .11
Third quartel $1.34 $ .18
Fourth quarte $1.1¢ $ .49

Fiscal Year Ended 201
First quarte! $1.2¢ $ .7C
Second quarte $3.9¢ $ .91
Third quartel $1.8¢ $1.1F
Fourth quarte $1.5¢ $ .96

On March 15, 2011, there were approximately 25netbolders and approximately 3,659 beneficial owrarour Class A common sto
On March 15, 2011, there were two holders of o@s€IB common stock.

Unregistered Sales of Equity Securities and Use pfoceeds

In 2009, the Company’s Board of Directors approtredissuance of up to 600,000 warrants of the Caipalass A Common Stock to
settle outstanding trade debt. For the years ebégegmber 31, 2010 and December 31, 2009, 264,812&h637 warrants, at an average
strike price of $1.11 and $0.79, were issued testtide debt of $432,049 and $318,114, respdygtifhe Company recorded a gain of
$200,677 in 2010 and $237,103 in 2009. The waeaeicise period begins on the date of executidhefelease agreement and ends 5 years
after the execution date. Since the inception efgfogram, 446,449 warrants have been issuedataange strike price of $1.06. There are
153,551 warrants remaining under the authorizatingeneral solicitation or advertising was invalyéhe number of recipients of the
securities was limited and such recipients wereeatited and/or sophisticated. As a result, we elsgng on the exemption provided by
Section 4(2) of the Securities Act of 1933, as ateein(the “Securities Act”), and Rule 506 of RegolatD of the Securities Act for the
issuance of securities.

Dividends

We have never paid any cash dividends on our constaamk and do not anticipate doing so in the fazabée future. From time to time,
our board of directors evaluates the desirabilitpaying cash dividends. The future payment andwuarhof cash dividends will depend upon
our financial condition and results of operatioasplicable loan covenants and other factors deggiedant by our board of directors. Our
current loan agreements restrict us from payingddivds.
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Issuer Purchases of Equity Securities

Our board of directors has previously authorizedréfpurchase of up to 1.0 million shares of ous€l common stock in one or more
open market or privately negotiated transactionsiig the twelve months ended December 31, 201@idvaot repurchase any of our
outstanding Class A common stock. As of DecembePB10, the entire 1.0 million shares of Class Apomn stock authorized for repurchase
remain available for repurchase; however, we havienmediate plans to repurchase stock under thigaaation.

ltem 6. Selected Financial Date
Not Applicable.

ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations shoulddsrin conjunction with our
consolidated financial statements and related rajipsaring elsewhere in this report. This discusaid analysis contains forward-looking
statements that involve risks and uncertaintiesagt see “Cautionary Notes Regarding Forward-lgoRiatementsfor more information. Ou
actual results could differ materially from thos#ieipated in these forward-looking statements eesalt of various factors including, but not
limited to, those discussed below and elsewhetkisireport, particularly under the headings “Rigctors” and “Cautionary Notes Regarding
Forward-looking Statements.”

Overview

We are a multi-faceted real estate developmensandces company. We have substantial experienttebwilding a diverse range of
products including single-family homes, townhousegl-rise condominiums, high-rise multi-family cardiniums and mixed-use (residential
and commercial) developments.

We are exclusively focused on the Washington, in@rket which is the eighth largest metropolitatistiaal area in the United States.
Our expertise in developing traditional and nomitianal housing products enables us to focus wida range of opportunities within our core
market. We have built homes and apartment buildimgsiburban communities, where we focus on lowsidemproducts such as single family
detached homes, and in urban areas, where we dochigh density multi-family and mixed use produétsr our homebuilding operations, we
develop properties with the intent that they be sither as fee-simple properties or condominiuwriadividual unit buyers or as investment
properties sold to private or institutional investadOur apartment buildings are developed as r@ntglerties to be held and operated for our
own purposes, converted at some point to for-saeleminium units or sold on a merchant build baSigrently we operate only in the
Washington, D.C. market where we target first-tiearly move-up, and secondary move-up buyers witthomebuilding product. We focus
on products that we are able to offer for salé@rhiddle price points within the markets whereoperate, avoiding the very low-end and
high-end products. We believe our middle markedttetgry positions our products such that they axddible to a significant segment of
potential home buyers in our market.

We believe that our significant experience overgast 25 years, combined with our ability to natégdarough two major housing
downturns (early 1990's and late 2000's) have mtedlius the experience necessary to capitalizet@ttite opportunities in our core market
of Washington, D.C. and to rebuild shareholder #alife believe that our focus on the Washington,. Im@rket, which has historically been
characterized by economic conditions less vol#tigen many other major homebuilding markets, witlyide an opportunity to generate
attractive returns on investment and for growth.
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Recent Developments
Eclipse on Center Park Refinancing

On February 2, 2011, Comstock Potomac Yard, L.@e,af our subsidiaries (“Comstock Potomac”), ertén¢o a new inventory term
loan agreement (“Loan Agreement”) with Eagle Bankspant to which Comstock Potomac secured an Elstiion Eight Hundred Fifty
Thousand Dollar ($11,850,000) loan with a three yean (the “New Loan”) to refinance our EclipsePattomac Yard condominium project in
Arlington, Virginia (the “Project”). Proceeds frothe New Loan to Comstock Potomac were primarilija¢til to pay off existing indebtedness
owed to Key Bank, N.A in advance of its March 1@12 maturity. Under the terms of the our Loan Agreat, the New Loan provides for an
initial interest rate of Prime plus two percent (2%ith an interest rate floor of seven percent \.7@omstock Potomac is required to make
monthly payments of interest only to Eagle Bankhi extent not offset by an interest reservealtiset aside for the benefit of Comstock
Potomac, and a minimum principal curtailment payméririve Million Five Hundred Thousand Dollars ($80,000) no later than eighteen
(18) months following the closing of the New Lodhe( “Minimum Principal Curtailment”). The New Loatso has a minimum sales pace
requirement requiring Comstock Potomac to sell mimmim of six (6) units every six (6) months, onwnuilative basis. There is no prepaymr
penalty associated with the New Loan, which is sstty a first deed of trust on the property. TloenPany, and each of Christopher
Clemente, the Chief Executive Officer of the Compand Gregory Benson, the Chief Operating Offidehe Company, have fully guarante
the New Loan. The officer guaranties are reducdtjopercent (50%) of theutstanding principal amount of the New Loan, friome to time
upon the happening of certain events, includingstitesfaction of the Minimum Principal Curtailment.

Cascades Apartment Project

On January 31, 2011, Comstock Cascades I, L.@. pbour subsidiaries (“Cascades II”), entered mfwivate placement whereby
Cascades Il raised working capital in the amourftwd Million Three Hundred and Fifty Thousand Do4$2,350,000) (the “Private
Placement”) related to the planned constructioa 3 unit apartment project located in the Cascauester planned community in Loudoun
County, Virginia (the “Cascades Apartments” or “Tbemmons on Potomac Square”). Proceeds of thetBriRlacement, were utilized (i) to
provide sufficient capital needed to secure prdijeeincing for the Cascades Apartments, (ii) tireed portion of the existing indebtedness
owed to M and T Bank (“M&T") in relation to the Gzades Apartments project, and (iii) to reimburse@ompany for prior expenditures
incurred on behalf of the project. Participantshie Private Placement included unrelated thirdypastestors along with several members of
Company’s Board of Directors, as well as the Chipérating Officer, Chief Financial Officer and GesdeCounsel of the Company.

On February 11, 2011, Cascades Il entered intcaa lAgreement (the “Cardinal Loan Agreement”) witlrdinal Bank pursuant to
which Cascades Il obtained an Eleven Million Do(t1,000,000) multi-family construction loan andmgage with a five year term (the
“Cardinal Loan”). Proceeds from the Cardinal Loagrevused to (i) fund the construction of a 103 apértment project located in the
Cascades master planned community in Loudoun Colirtyinia (the “Cascades Apartments”) and (ii)ireexisting indebtedness of the
Company owed to M and T Bank (“M&T") having a matyrdate of February 14, 2011 and which was sechyed first deed of trust on the
real property upon which the Cascades Apartmeritdwiconstructed. The Cardinal Loan, secured bgwa first deed of trust on the property,
has an initial interest rate of Prime plus two patq2%), with an interest rate floor of six andéralf percent (6.5%), converted after eighteen
(18) months to four hundred twenty-five (425) basiints over the five (5) year swap rate with aetiest rate floor of five percent (5%) and a
ceiling of eight percent (8%). Under the termshef €Cardinal Loan Agreement, the Cardinal Loan kéllamortized in accordance with a 5.5%,
25-year schedule, with amortization to begin eightél8) months after the Cardinal Loan closing laasla two percent (2%) prepayment
penalty if paid within the first or second yearttioé Cardinal Loan and a one percent (1%) prepaypemlty if retired in the third or fourth
year of the Cardinal Loan. The Cardinal Loan reggittebt service covera¢“DCR”) of (i) 1.0 to 1.0 no later than twenty-fo(24) months
from the date of the Cardinal Loan closing, (i3 DCR no later than thirty-six (36) months frore tate of Cardinal Loan closing, and
(iii) 1.25 DCR no later than forty-eight (48) mostfrom the date of the Cardinal Loan closing. TleenPany has fully guaranteed the Cardinal
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Loan. Christopher Clemente, the Chief Executivadeffof the Company and Gregory Benson, the Chré@ting Officer of the Company
(each an “Officer”)also provided a limited guaranty in connection wtith Cardinal Loan of up to Six Million Eight Huredt Thousand Dolla
($6,800,000), subject to further reduction upongatisfaction of certain enumerated conditiondah in the Cardinal Loan Agreement. In
connection with the Officer’s limited guaranty dktCardinal Loan, and in connection with the Conyfsantry into a loan with Eagle Bank,
described above the Officers and the Company ehtete a Credit Enhancement and Indemnificatione®gnent on February 17, 2011 (the
“Indemnification Agreement”) providing for full iremnification of the Officers by the Company agafstre losses incurred as a result of
their guaranty of the Cardinal Loan or the EaglelBlaoan. Pursuant to the Indemnification Agreem#rg,Officers, on an aggregate basis, are
entitled to a credit enhancement fee (“Credit Ecleament Fee”) from the Company for the Cardinal Laad the Eagle Bank Loan calculated
at a rate of four percent (4%) per annum basethetesser of (i) the combined outstanding balarfi¢keoCardinal Loan and the Eagle Bank
Loan at the end of each month, or (ii) such Off&eraximum guaranty exposure in connection withGlaedinal Loan and the Eagle Bank
Loan. One-half of the Credit Enhancement Fee igpleymonthly, in arrears, and the remaining hatfeferred and payable on an annual basis.
There is no obligation that the Officers providedit support to the Company for its future borrogvireeds and as a result, there may be no
availability of acquisition, construction and deyeient loans.

Recent Accounting Pronouncements

In January 2010, the FASB issued Accounting Stateldipdate No. 2010-06, “Improving Disclosures ali€ait Value
Measurements” (“ASU 2010-06"), amending ASC 82htwrease disclosure requirements regarding re@uaim nonrecurring fair value
measurements. ASU 2010-06 will be effective for fiszal year beginning January 1, 2010, excepttferdisclosures about activity in Level 3
fair value measurements which will be effective dar fiscal year beginning January 1, 2011. ASC @aot have a material impact on our
consolidated financial statements.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with generally accepted accountiimgimles, which require us to make
certain estimates and judgments that affect therteg amounts of assets and liabilities, the d@aie of contingent assets and liabilities at the
date of the financial statements, and the repamedunts of revenues and expenses during the neggeiriods. On an ongoing basis, we
evaluate our estimates, including those relateéteaonsolidation of variable interest entitiesemue recognition, impairment of real estate
held for development and sale, warranty reservecame@nvironmental liability exposure. We base estimates on historical experience anc
various other assumptions that we believe to bsoregble under the circumstances. Actual resultsdiffer materially from these estimates.

A summary of significant accounting policies is yioed in Note 2 to our audited consolidated finahstatements. The following section
is a summary of certain aspects of those accouptitigies that require our most difficult, subje€tior complex judgments and estimates.

Real estate held for development and sale

Real estate held for development and sale incllzohel land development costs, interest and othestaaction costs. Land held for
development is stated at cost, or when circumstocevents indicate that the land is impaire@stimated fair value. Real estate held for sale
is carried at the lower of cost or fair value lessts to sell. Land, land development and indileod development costs are accumulated by
specific project and allocated to various lots ousing units within that project using specificritiication and allocation based upon the
relative sales value, unit or area methods. Ditenstruction costs are assigned to housing unisan specific identification. Construction
costs primarily include direct construction costs @apitalized field overhead. Other costs are ciweg of prepaid local government fees and
capitalized interest and real estate taxes. Sedlrsgs are expensed as incurred.
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We assess the estimated fair value of its projeased on discounted cash flow models on compasalds of real estate in the normal
course of business under existing and anticipatadken conditions. The evaluation takes into comnsitien the current status of the property,
various restrictions, carrying costs, costs of disfoon and any other circumstances, which maycafEr value including management’s plans
for the property. Due to the large acreage of aetéand holdings, disposition in the normal coun$dusiness can extend over a number of
years. A writ-down to estimated fair value is recorded whembiecarrying value of the property exceeds itsvestied undiscounted future
cash flows. These evaluations are made on a pgepgproperty basis as seen fit by management wheneeetsor changes in circumstan
indicate that the net carrying value may not bevecable.

Warranty reserve

Warranty reserves for houses settled are estalilisheover potential costs for materials and lakitih regard to warranty-type claims
expected to arise during the typical one-year waiyrperiod provided by us or within the five-yegatsitorily mandated structural warranty
period for condominiums. Since we subcontract amébuilding work, subcontractors are required tuvjgle us with an indemnity and a
certificate of insurance prior to receiving paynsefatr their work. Claims relating to workmanshiplanaterials are generally the primary
responsibility of the subcontractors and produchufacturers. The warranty reserve is establishditeatime of closing, and is calculated bz
upon historical warranty cost experience and cuifbesiness factors. This reserve is an estimateanwl| warranty costs could vary from th
estimates. Variables used in the calculation oféiserve, as well as the adequacy of the resesedlmn the number of homes still under
warranty, are reviewed on a periodic basis. Dutivegyear ended December 31, 2010, we provided @iti@athal $639 in warranty reserves to
cover future potential costs and/or claims madé waspect to its remaining projects. Warranty ctaare directly charged to the reserve as
arise. The following table is a summary of warramgerve activity which is included in accountsadag and accrued liabilities:

Years ended December 31,

2010 2009
Balance at beginning peric $ 692 $ 1,031
Additions 721 11¢&
Releases and/or charges incur (303 (459
Balance at end of peric $ 1,11C $ 692

Revenue recognition

We recognize revenues and related profits or loseesthe sale of residential properties, includmgltiple units to the same buyer,
finished lots and land sales when closing has eedufull payment has been received, title and g@gsen of the property transfer to the buyer
and we have no significant continuing involvementtie property. Other revenues include revenue feord sales, rental revenue from leased
apartments and revenue earned from managementaridistrative support services provided to relgiadies that is recognized as the
services are provided.

Income taxes

As discussed in Note, 1, we adopted the provisidfsSC 740-10-26-6 Income Tax Recognition as ofudawy 1, 2007. As a result of this
adoption, we recorded a benefit to the openingractated deficit in the amount of $1,663. We recagnnterest accrued related to
unrecognized tax benefits in interest expense.Besdf incurred, would be recognized as a congmirof general and administrative expense.
At December 31, 2008, we had gross unrecognizetdagfits of $77, which was fully reserved. Theergs was limited to interest on the net
timing difference. During 2009, we received apptdeaan accounting method
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change from the Internal Revenue Service that &g allows us to recognize the previously unigrai@aed tax benefit. As a result, we
reversed the $77 reserve in 2009. As of Decembe2@l0 and 2009, we had no unrecognized tax bearaditve do not expect this to change
significantly over the next 12 months.

Use of estimates

The preparation of the financial statements, inf@anity with accounting principles generally acasgpin the United States of America,
requires management to make estimates and assushfiit affect the reported amounts in the findrst&@ements and accompanying notes.
Actual results could differ from those estimatestéfial estimates are utilized in the valuatiomeafl estate held for development and sale,
valuation of deferred tax assets, capitalizationasts, consolidation of variable interest entiied warranty reserves.

Results of Operations
Year ended December 31, 2010 compared to year ebdmgmber 31, 2009
Orders, backlog and cancellations

Gross new order revenue for the year ended DeceBih@010 decreased $7.3 million to $15.9 million5® homes as compared to $:
million on 73 homes for the year ended Decembe809. Net new order revenue for the year endecmber 31, 2010 decreased $5.5
million to $15.5 million on 49 homes as compare®24d.0 million on 66 homes for the year ended Ddrsm31, 2009. The average gross new
order revenue per unit for the year ended Dece®bge2010 increased by $1,000 to $318,000 as comipar®317,000 for the year ended
December 31, 2009. Our backlog at December 31, @e&feased $1.3 million to $0.2 million on 1 horse&eampared to our backlog at
December 31, 2009 of $1.5 million on 3 homes.

As a result of winding down our divisions in thelgtta, GA and Raleigh, N.C. markets we were lethwivo projects at December 31,
2010 where we currently have units available fée sad settlement, Penderbrook and Eclipse on €Pak. Our remaining two projects are
land positions in varying states of readiness. &loee, we were only able to generate orders ankldgeat two projects for much of 2010. The
decrease in gross new orders, net new orders akiblgaat these two projects is attributable to entmarket conditions in the homebuilding
industry which are characterized by a general exsepply of homes available for sale, reduced baogefidence and elevated levels of
unemployment.

Revenue homebuilding

The number of homes delivered for the year endexbdéer 31, 2010 decreased by 15 homes, to 51 gsacedito 66 homes for the y
ended December 31, 2009. A modest improvementiptiting environment coupled with higher pricedgarct mix, resulted in the average
revenue performance delivered increasing by $23;0®329,000 for the year ended December 31, 26 @mpared to $306,000 for the year
ended December 31, 2009.

Homebuilding revenues decreased by $1.0 millic$1®.2 million for the year ended December 31, 284 @ompared to $20.2 million
the year ended December 31, 2009. This reductioevi@enue from homebuilding is primarily attributald a lower volume of units settled in
2010 versus 2009.

Revenue other

Other revenue for the year ended December 31, 2@i€ased by $1.9 million to $4.8 million, as comguhto $2.9 million for the year
ended December 31, 2009, primarily a result ofstide of land at our Station View project for $2.8iom. Other revenue includes $1.8 million
and $2.7 million of revenue generated by our recwahmunities during the twelve months ended Decer@bg2010 and the twelve months
ended December 31, 2009, respectively. We constdenue to be from homebuilding when there iswcstre built or being built on the lot
when delivered. Sales of lots occur, and are iredud other revenues, when we sell raw land oslfied home sites in advance of any home
construction.
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Cost of sales — homebuilding

Cost of sales - homebuilding for the year endedebsser 31, 2010 increased $0.4 million to $19.2iamIbf homebuilding revenue, as
compared to $18.8 million of revenue, for the yeraded December 31, 2009. The increase in costed aa a percentage of homebuilding
revenue for the year ended December 31, 2010 iethdt of lower average revenue per settlemeniraréased sales concessions such as the
payment of certain buyer closing costs at settlértfeai do not affect the revenue per sale but deese the cost of a settled home.

Cost of sales — other

Cost of sales — other is principally comprised pém@ting expenses incurred in generating rentamee at our rental communities. Cost
of sales — other for the year ended December 310 R&reased by $2.6 million to $4.0 million, asmared to $1.4 million for the year ended
December 31, 2009 primarily related to the codanél sold at the Station View project of $2.6 roiii

Impairments and wri-offs

Real estate held for development and sale incllzohel land development costs, interest and othestoaction costs. Land held for
development is stated at cost, or when circumstocevents indicate that the land is impaire@éstimated fair value. Real estate held for sale
is carried at the lower of cost or fair value lessts to sell. Land, land development and indieal development costs are accumulated by
specific project and allocated to various lots ouging units within that project using specificritiication and allocation based upon the
relative sales value, unit or area methods. Ditenstruction costs are assigned to housing unisan specific identification. Construction
costs primarily include direct construction cogstsl @apitalized field overhead. Other costs are e¢tmag of prepaid local government fees,
capitalized interest and real estate taxes. Sellrsgs are expensed as incurred.

For projects where we expect to sell the remaifotgyin bulk or convey the remaining lots to a lendhere the loans have matured, the
fair value is determined based on offers receivechfthird parties, comparable sales transactiam/oa cash flow valuation techniques. If the
project meets the GAAP accounting criteria of Heldsale, the project is valued at the lower oftaodair value less estimated selling costs. If
the project sales are expected to extend overiadoef time, we calculate fair value utilizing asdounted cash flow model as discussed below,
although we would select a discount rate to refileetrelative construction and other risks. Foetsskeld for development, estimated fair value
is based on comparable sales of real estate inaimeal course of business under existing and aatied market conditions. The evaluation
takes into consideration the current status optieperty, various restrictions, carrying costs ts@$ disposition and any other circumstances
which may affect fair value including managemeptans for the property. In the normal course ofiesss, dispositions of large land holdings
can extend over a number of years. A write-dowestimated fair value is recorded when the net aagryalue of the property exceeds its
estimated undiscounted future cash flows. Theskiatians are made on a property-by-property basisean fit by management whenever
events or changes in circumstances indicate teatéhbook value may not be recoverable.

Difficult market conditions characterized by highamployment, elevated supplies of unsold home itorgnhigh levels of foreclosures
and increased price competition continued to chgleus during the 2010. This has resulted in #issprices, customer concessions, reduced
gross margins and extended estimates for projHiciféeates. We evaluate our projects on a qubrteasis to determine if recorded carrying
amounts are recoverable. For projects where wecexpeontinue sales, these impairment evaluawadased on discounted cash flow
models as discussed above. Discounted cash flovelsade dependent upon several subjective fagidrsarily estimated average sales pri
estimated sales pace, and the selection of an
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appropriate discount rate. While current marketitions make the selection of a timeframe for sales community challenging, we have
generally assumed sales prices equal to or leesctiraent prices and the remaining lives of the mnmities were estimated to be
approximately two years. These assumptions are afterrelated as price reductions can generallgdseimed to increase the sales pace. In
addition, we must select what we believes to bappropriate discount rate based on current madgttaf capital and returns expectations.
used our best judgment in determining an apprapdatcount rate based on information we have redeirom marketing our deals for sale in
recent months, and accordingly have elected tausage of 13% in our discounted cash flow modelilgvine selection of a 13% discount rate
was subjective in nature, we believe it is an appate rate in the current market and appropriatefiects the economics of the market, current
return expectations and the cash flow charactesisti the projects. The estimates of sales praaes pace, and discount rates used by us are
based on the best information available at the theeestimates were made.

Although market conditions in the our WashingtonCDarea projects have improved if market condgidateriorate again, additional
adverse changes to these estimates in future geztadd result in further material impairment amisuo be recorded. We recorded an
impairment charge of $1.5 million during the yeaded December 31, 2010, to properly record ouséte projects at fair market value less
costs to sell consistent with the provisions of ATRD.

If the project meets the GAAP accounting critefifaeld for sale, the project is valued at the lowkcost or fair value less estimated
selling costs. At December 31, 2010, all of ourjgets met that criteria.

The following table summarizes impairment chargas arite-offs for the twelve months ended by metdapn area ($000):

Twelve Months Ended December 31

2010 2009
Washington DC Metropolitan Are $ 1,54¢ $ 15,35
Raleigh, North Carolin — 1,21¢
Atlanta, Georgic — 6,36¢

$  1,54¢ $ 22,93¢

Selling, general and administrative expenses

Selling, general and administrative costs for tearyended December 31, 2010 decreased $2.0 mli$8.5 million as compared to $7.5
million for the year ended December 31, 2009. H®uhction is attributable to decreased salary, bandsother personnel related expenses in
conjunction with a continuing effort to make stgitereductions in personnel and related costs. W26 full time and 1 part time employee at
December 31, 2010 versus 29 at December 31, 2G8.re€duction initiatives have also resulted inrdases in office rent, legal, accounting
and consulting expenses.

Interest, real estate taxes and indirect coststegldo inactive project

Interest and real estate taxes incurred relatingeaevelopment of lots and parcels are capithliaeeal estate held for development and
sale during the active development period, whialegally commences when borrowings are used to exgedl estate assets and ends whe
properties are substantially complete or the pitydeaEcomes inactive which means that developmeshtanstruction activities have been
suspended indefinitely. Interest is capitalizedeldasn the interest rate applicable to specificdimgs or the weighted average of the rates
applicable to other borrowings during the periodetest and real estate taxes capitalized to stalecheld for development and sale are
expensed as a component of cost of sales as relaitsdare sold.
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When a project becomes inactive, its interest, estdte taxes and indirect production overhead @stno longer capitalized but rather
expensed in the period in which they are incurBadting the twelve months ended December 31, 201L6f aur projects were determined to
inactive for accounting purposes. The followingiBreakdown of the interest, real estate taxesratiect costs related to inactive projects
reported on the statement of operations relatéldetanactivation of certain real estate projects ier development and sale ($000s):

Years ended December 3:

2010 2009
Total interest incurred and expensed for inactiagrts $ 1,56 $ 2,62¢
Total real estate taxes incurred and expensecé&ative project: 517 84t
Total production overhead incurred and expensethéative project: 14C 667

$ 222 $ 4,13¢

Liquidity and Capital Resources

We require capital to operate, to post depositeem deals, to purchase and develop land, to cartdtames, to fund related carrying
costs and overhead and to fund various adverteingmarketing programs to generate sales. Thegmditpres include payroll, community
engineering, entitlement, architecture, advertisirijties and interest as well as the construttiosts of our homes and rent, insurance
amenities. Our sources of capital include, and edgtitinue to include, funds derived from variousused and unsecured borrowings, cash flow
from operations, which includes the sale and dgfie¢ constructed homes and finished and raw bugldots, and the sale of equity and debt
securities.

Our liquidity remains below desired levels and watinue to have limited access to new capital. H@arethe steps we have taken over
the past three years has improved our financiaditiom. These steps include the successful refiimanaf the our Eclipse on Center Park
condominium project in February of 2011. The newaficing has addressed a significant maturity aodigged enhanced flexibility to us as we
realize cash flow from the sales of the remainiagdominium units. We also were successful in saguai5 year $11.0 million
construction/mortgage loan to support the constrnaif a 103 unit rental apartment project in tres€des planned community in the Poto
Falls area of Loudoun County, Virginia. Additionalive successfully raised $2,350,000 in funds (oiclv $2,100,000 was received in 2010)
through a private placement to provide additionaricial support related to the apartment projedtaudoun County, Virginia. (“Cascades
Apartment project”). Further, we believe the caletision in the Balfour litigation, as describedtam 3 —Legal Proceedings, if collected, w
improve our liquidity assuming the pending appdahe award by the defendant is concluded in a reafavorable to us.

We continue to engage in discussions with lendedspmtential equity investors in an effort to paiadditional liquidity to sustain
business operations and growth capital to funcouarnew business opportunities. We are anticipatiagthrough a combination of these
ongoing discussions, the additional cash fromeattht proceeds and the cash generated from oat esmtt real estate service operations, that
we will generate sufficient cash to sustain ourrapens through 2011. However, this outcome is pritp dependent upon our ability to meet
the minimum settlement requirements specified hylenders at the Penderbrook and Eclipse projHotge are unable to meet the sales qut
substantially all of the proceeds from any settletsat the Penderbrook and Eclipse projects magtaéned by the lenders and applied to
principal debt curtailments. If we are unable tantein compliance with the cumulative minimum s&ttent requirements for an extended
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period of time, we would need to seek waivers aitamhal loan modifications from the project lendet the Penderbrook and Eclipse projects.
If we were unable to secure such waivers or maatifimis, this may substantially reduce the amouesh generated through unit settlements
and make it necessary for us to attempt to genafsmative sources of revenue to meet our operatish flow requirements. To do so, we
may have to seek to leverage the judgment awardhwke obtained against Balfour, attempt to sellreanaining parcels of land, seek to raise
additional capital or seek to obtain additionahficing to meet our operating cash flow requireméfts the absence of cash flow being
generated from unit settlements, we were unabigeterate additional capital through any of theterrzdtive sources, we could deplete our
cash reserves and may be forced to seek protectftorsed under the bankruptcy code. There canob&ssurance that in the event we were
forced to seek bankruptcy protection that we wdaddable to reorganize and, in such an event, wiel ¢tmuforced to liquidate our assets. We
have met the sales quota requirements as amended dach of the preceding four quarters and wemmpliance as of December 31, 2010.

Credit Facilities

We have outstanding borrowings with various finahgistitutions and other lenders that have beed ts finance the acquisition,
development and construction of real estate prgpert

As of December 31, 2010, maturities and/or curtaiitrobligations of all of our borrowings are addals ($000s):

2011 18,28:
2012 1,101
2013 5,00¢
2014 —
2015 and thereafte 3,98¢
Total $28,37¢

The majority of our debt is variable rate, based lBOR or the prime rate plus a specified numbebasis points, typically ranging from
220 to 600 basis points over the LIBOR rate anthf@b to 200 basis points over the prime rate. Aesalt, we are exposed to market risk ir
event of interest rate increases. At December G10 2the one-month LIBOR and prime rates of intenese 0.26% and 3.25%, respectively,
and the interest rates in effect under the existg@ured revolving development and constructioditfacilities ranged from 3.50% to 14.26
During 2010, these rates have been relatively st&hce all projects are currently inactive bycanting standards, any change in interest
would be expensed in the period incurred.

In the past we have generally financed our devetogrand construction activities on a single or ipldtproject basis so it is not
uncommon for each project or collection of projegesdevelop and build to have a separate credlitfa@ccordingly, we typically have had
numerous credit facilities and lenders. As desdribelow in more detail, we made significant progrésring 2009 and 2010 in our efforts to
restructure or amend our loan facilities to improwe liquidity outlook for 2011.
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As described in more detail below, at Decembei2810 our outstanding debt by lender was as foll(R@90s):

Bank Balance as of 12/31/] Recourse
KeyBank $ 10,57¢ Secure
Wachovia 20¢E Unsecure
Guggenheim Capital Partne 6,40( Secure
M&T Bank — Cascade 1,01¢ Secure
M&T Bank 49¢ Secure!
Cornerstone (Haven Trus 40C Unsecure
Bank of Americe 3,88t Unsecure
Fifth Third 25 Unsecure
Branch Banking & Trus 263 Secure
Seller- Emerald Farn 10C Secure
23,36
Due to affiliates- Stonehenge Fundir 5,00¢ Unsecure
Total 28,37¢

At December 31, 2010, we had $10.6 million outstagdio KeyBank under a credit facility secured hy ®otomac Yard project. This
note was scheduled to mature in March, 2011. Utideterms of the note there is an interest resshieh represents the amount by which we
can avoid cash payments of future monthly intesbfigations by adding them to the principal balarseDecember 31, 2010 the available
balance in the interest reserve was approxima@g illion. While there are no financial covenaassociated with the loan, there are
curtailment requirements which we have been coygesiith the proceeds from settlements at the Eclgssgect. The interest rate is the higher
of LIBOR plus 5.0% or the prime rate plus 2.0% sgbjo a LIBOR floor of 2.0%. KeyBank has agreeéhtmease the cash flow available tc
from settlements at the Potomac Yard project byiding us with accelerated releases equal to fifigercent of the net sales price. However,
these accelerated releases are subject to meating@ative minimum sales requirement. Failure tetrthe cumulative minimum sales
requirement will not result in an event of deféult may result in a reversion of the unit releaswigions whereby KeyBank will retain the
entire net sales price of sold units. On March2D2,0, we completed the sale of land at our Stafiew project located in Loudoun County,
Virginia for $2.8 million. Since the KeyBank delstsecured by the Eclipse project and the Statiew\fand, we made a $2.2 million principal
payment to KeyBank related to the Station View sahés note was repaid through a refinancing tleatiored in February 2011. See Note 1
our consolidated financial statements for a disounss

At December 31, 2010, we had approximately $6.4ianibutstanding to Guggenheim Corporate Fundi@guggenheim”yelating to ou
Penderbrook Condominium project. On August 20, 2@8genheim issued a notice of default to us diggra purported default. We
subsequently entered into a loan modification amddarance agreement whereby Guggenheim agreetgtwdny remedies it may have had
with respect to the alleged default. On SeptemBeRQ09, we entered into a third amendment toadha hgreement with Guggenheim in wt
Guggenheim agreed to continue to forbear from ésiegits rights related to the defaults and madwain other modifications to the loan
agreement. Other than a minimum number of salempeth and sales per quarter requirement, the Gingii® loan agreement and the three
loan amendments contain no significant financialec@nts. The key financial terms of the third amnmeent increase the cash flow available to
us through reduced principal payments to Guggenlasiomits are settled. Specifically, the third admant will provide us with cash equal to
25% of the net sales price provided we meet theutatme minimum sales requirements on a monthly gunatterly basis. If we are unable to
meet the minimum sales requirements, it will natstdute an event of default but may result in\gersion to the unit release provisions to ten
percent (10%) of the net sales price of sold unitsccordance with the loan agreement and firstamendments. We have met the minimum
sales requirement, as amended, as of Decembe®3Q, Zhe base interest rate is LIBOR plus 200 hasiists which is adjusted by a paid in
kind interest (“PIK") which accrues on a monthlysizaon the loan. This PIK interest varies from ghtof 1200 to 200 depending upon the
number of units settled. For the years ended DeeeBih 2009 and 2010 the PIK adjustment was 208 paits added to the base rate.
Should the loan be retired in any year prior tanegturity, the PIK adjustment is limited to 200 isgwoints. Based upon the number of units
at the Penderbrook project, this note is schedwledature in September, 2011, but can be extend#uef based upon the satisfaction of a
certain number of additional units sold 14 daysmptd the extended maturity date, but in no evattivextend beyond March 2012.
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At December 31, 2010, the Company had $1.5 milliotstanding to M&T Bank. On September 28, 2009 Gbmpany entered into a
series of agreements with M&T with respect to tAe6$nillion of outstanding debt plus accrued ins¢@nd late fees. As a result of the
agreements, the Belmont Bay loan, with a princjgdance of $6.1 million plus $0.5 million of accdui@terest and fees, was released in its
entirety and the Cascades Loan, with a principkrz of $1.0 million, was extended through Jan@dry2011. The Company also entered
into a non-interest bearing subordinated promissoitg in connection with the Belmont Loan in theoamt of $0.5 million with a three-year
maturity secured by the Cascades Project. Undaethes of the agreements, M&T Bank agreed to extkadnaturity date of the Cascades
Loan by forbearing on enforcing its rights withpest to collection of the debt until January 311 20The Company also agreed to commence
current payment of interest due M&T Bank relatethi® current principal balance of the Cascades Lohe Cascades Project contains a total
of 191 condominium units with the first phase of thascades Project (88 units) being completeddZtmpany in 2007. These amounts were
repaid in February of 2011. See Note B do our clisested financial statements for discussion.

At December 31, 2010, we had $3.9 million outstagdo Bank of America (“BOA”) in a 10-year unseadireote. On February 25, 2010,
we entered into a Seventh Loan Modification Agreetwégth Bank of America (“BOA”) regarding the modtiation of the terms of one certain
unsecured loan with an approximate principal badasfc$3,700,000 (“Line of Credit”). In connectidmerewith we agreed to pay an extension
fee of $100,000 and BOA agreed to delay for one,yedil January 2011, the commencement of repaysmaall previously unpaid interest
accruing since the date of our previously repontedlification of the Line of Credit in November 2008e maturity date remains unchange
December 28, 2018. On February 1, 2011, we entetedhe Eighth Loan Modification Agreement withrdaof America (“BOA”) (the
“Modification Agreement”). The Modification Agreemerequired payments of past interest and moditiodiees of approximately $140
thousand on February 1, 2011, which were paid co@ance with the agreement. The maturity date irsyidecember 28, 2018. We are
required to make monthly interest payments whiatesuly approximate $8 thousand per month beginoimgebruary 28, 2011 through loan
maturity. Commencing January 28, 2012 and contgnoim each and every month through November 28,,20&&re required to make
monthly principal and modification fee paymentsapproximately $43 thousand.

On December 23, 2009, Stonehenge Funding, LC (&Bteinge”), an entity wholly-owned by Christopherr@émte, the Chairman and
Chief Executive Officer of the Company, complethd purchase of the senior unsecured note from JPMNe current outstanding amount of
approximately $9.0 million, plus accrued and unpaidrest. The purchase of the JPMV note also teduh the transfer to Stonehenge of the
warrant previously issued to JPMV for the purchafsé.5 million shares of the Company’s Class A Camnstock with a strike price of $0.70
per share (“*JP Morgan Warrant”). In connection v8tonehenge’s purchase of the JP Morgan debt fRiviiJ Stonehenge and the Company
entered into two separate subordination and sté#retpteements for our benefit and our securedéesidKeyBank and Guggenheim. The
subordination agreements allow for Stonehenge lee€bmpany to negotiate permanent modificationnkeéderms of the JP Morgan Debt and
provide KeyBank and Guggenheim with assurancegtieaCompany will not make any cash interest angipial payments to Stonehenge prior
to the full repayment of loans to them in connattigth our Eclipse and Penderbrook projects. Orriraty 15, 2010, we entered into a
Modification Agreement to modify the terms of oengor unsecured note with Stonehenge Funding, Stoffehenge”), an entity wholly-
owned by Christopher Clemente, the Chairman andfGhecutive Officer of the Company. On DecemberZ®9, Stonehenge acquired the
senior unsecured note from JP Morgan Ventures (\YBMhich had a $9,000,000 principal balance as<dbsd in the Amended and Restated
Indenture between the Company and JPMV dated MitcR008 (the “JP Morgan Debt”). Gregory Bensor,@ompany’s Chief Operating
Officer and a member of the Company’s Board of Elwes, subsequently purchased a participationdstén the JP Morgan Debt and the JP
Morgan Warrant from the Subordinate Lender.

Under the terms of the Modification Agreement, ®toenge has agreed to forgive $4,500,000 of theipahbalance due from us under
the JP Morgan Debt; reducing the principal balanc&0% to $4,500,000. Stonehenge also agreed govépan additional amount due from us
of approximately $875,000 representing all pastidterest, late fees and penalties accruing thraetember 31, 2009 (“Interest and Loan
Fees”) under
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the JP Morgan Debt. Stonehenge further agreeditaeethe interest rate, effective January 1, 2b¢Gifty percent (50%) to 300 basis points
above the one year LIBOR on a floating basis. litézh, to ensure our ability to comply with certaestrictions placed upon the us by
KeyBank and Guggenheim Corporate Funding (colletyiVSecured Lenders”) in connection with previguahnounced loan modifications
enhancing cashflow to us, Stonehenge agreed to allduture interest payments due from us underd Morgan Debt to accrue until at least
90 days after the Secured Lenders have been &plgid. In connection therewith, Stonehenge may quarterly basis, elect to accept stock of
the Company (or warrants for the purchase thergitif) a cumulative value equal to the value of tbleesluled interest payment in lieu of
accruing a future quarterly interest payment.

Further, the Modification Agreement provides foe #imination or forbearance upon the enforceméatidinancial covenants contain
in the JP Morgan Debt and all previously reportedenant violations by us. The maturity date of tReMorgan Debt remains unchanged at
March 14, 2013, provided however, the Modificatisgreement provides us with two optional extensierigas of six months each to further
assist the Company with its compliance with thérigsons of the Secured Lenders.

Cash Flow

Net cash provided by operating activities was $hgildon for the year ended December 31, 2010 ahitd$million for the year ended
December 31, 2009. In both years the primary soofcash provided by operating activities was thle sf real estate assets. On March 17,
2010, we completed the sale of land at our Stafiemw project located in Loudoun County, Virginiar 2.8 million.

Net cash used in financing activities was $16.0iomilfor the year ended December 31, 2010 and $h@l®n for the year ended
December 31, 2009. Repayments of indebtednesstiveprimary use of cash from financing activitiedbbth years.

There were no material cash flows from investintivaes for the years ended December 31, 20100002

Seasonality and Weather

Our business is affected by seasonality with resipearders and deliveries. In the market in whighoperate, the primary selling season
is from January through May as well as SeptembérQctober. Orders in other months typically aredown addition, the markets in which
operate are fouseason markets that experience significant pedbdsin and snow. Construction cycles and efforésaiten adversely affect:
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, materialsplalmverhead, administrative costs and interessran floating credit facilities can adversely
affect our business performance. In addition, gsiosts of certain items, such as lumber, can adiyeaffect the expected profitability of our
backlog. Generally, we have been able to recovgirameases in costs through increased sellingepriclowever, there is no assurance we will
be able to increase selling prices in the futureoieer the effects of inflation and other cost @ages.

CAUTIONARY NOTES REGARDING FORWARD-LOOKING STATEMEN TS

Some of the statements contained in this repoltidiecforward-looking statements. These forward-ingkstatements can be identified by
the use of words such as “anticipate,” “believeestimate,” “may,” “intend,” “expect,” “will,” “shold,” “seeks” or other similar expressions.
Forward-looking statements are based largely oregpectations and involve inherent risks and uaagies including certain risks described
in this
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report. When considering those forward-lookingestegnts, you should keep in mind the risks, unagtites and other cautionary statements
made in this report. You should not place unduiamek on any forwartboking statement, which speaks only as of the detde. Some factc
which may affect the accuracy of the forward-logkgtatements apply generally to the real estatesing, while other factors apply directly to
us. Any number of important factors which couldsmactual results to differ materially from thosehie forward-looking statements include:
general economic and market conditions, includirigrest rate levels; our ability to service ourtdetherent risks in investment in real estate;
our ability to compete in the markets in which weerate; regulatory actions; fluctuations in op@@tiesults; our anticipated growth strategies;
shortages and increased costs of labor or buildiatgrials; the availability and cost of land inid&sle areas; natural disasters; our ability to
raise debt and equity capital and grow our opemnatimn a profitable basis and our continuing refeiops with affiliates.

Many of these factors are beyond our control. Faisaussion of factors that could cause actualtsesudiffer, please see the discussion
in this report under the heading “Risk Factorsiteém 1A.

Iltem 7A.  Quantitative and Qualitative Disclosures About Market Risk
Not Applicable.

Item 8. Financial Statements and Supplementary Dat

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

ltem 9. Changes in and Disagreements with Accountants on &cunting and Financial Disclosure
Not applicable.

Item 9A.  Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We have evaluated, with the participation of oure€Executive Officer and our Chief Financial Offic the effectiveness of our
disclosure controls and procedures (as defineduledRl3a-15(e) and 15d-15(e) of the Exchange Actf®ecember 31, 2010. Based on this
evaluation, our Chief Executive Officer and Chi@idncial Officer have concluded that our disclostoatrols and procedures were effectiv
of December 31, 2010.

Limitations on the Effectiveness of Controls

We do not expect that our disclosure controls atetial controls will prevent all error and alldica A control system, no matter how
well conceived and operated, can provide only neaSke, not absolute, assurance that the objeativik®e control system are met. Further, the
design of a control system must reflect the faat there are resource constraints, and the bewéfisntrols must be considered relative to 1
costs. Because of its inherent limitations, inteomatrol over financial reporting may not preventdetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

The design of any system of controls also is bas@art upon certain assumptions about the likelthof future events, and there can be
no assurance that any design will succeed in atlgets stated goals under all potential futuredibans; over time, a control may become
inadequate because of changes in conditions ategeee of compliance with the policies or procedunay deteriorate. Because of the inhe
limitations in a cost-effective control system, sté&gements due to error or fraud may occur andmoaipe detected.
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Changes in Internal Control

No change has occurred in our internal control dwamncial reporting (as defined in Rules 13a-15(y 15d-15(f) of the Exchange Act)
during our last fiscal quarter ended December 8102that has materially affected, or is reasonbkdly to materially affect, our internal
control over financial reporting.

Management's Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taigiing adequate internal control over our finahm@aorting.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det@m31, 2010, based on criteria set
forth in the framework in Internal Control — Inteded Framework issued by the Committee of Spong@irganizations of the Treadway
Commission (COSO). This evaluation included revigshe documentation of controls, evaluation of diesign effectiveness of controls,

testing of the operating effectiveness of contaewld a conclusion on this evaluation. Our managechetermined that, as of December 31,
2010, our internal control over financial reportisgeffective.

Iltem 9B.  Other Information
None.
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PART IlI

Iltem 10.  Directors, Executive Officers and Corporate Governace

The information required by this Item is incorp@@herein by reference to the definitive Proxy @tent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2011 AahMeeting of Stockholders, except that the infation relating to our executive office
is included in Item 1, “Business — Executive Offigkof this report.

ltem 11.  Executive Compensatior

The information required by this Item is incorp@herein by reference to the definitive Proxy &teant to be filed pursuant to
Regulation 14A of the Exchange Act for our 2011 AahMeeting of Stockholders.

Item 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

The information required by this Item is incorp@herein by reference to the definitive Proxy @tent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2011 AahMeeting of Stockholders.

Iltem 13.  Certain Relationships, Related Transactions, and Déctor Independence

The information required by this Item is incorp@herein by reference to the definitive Proxy &tant to be filed pursuant to
Regulation 14A of the Exchange Act for our 2011 AahMeeting of Stockholders.

Item 14.  Principal Accounting Fees and Service

The information required by this Item is incorp@@herein by reference to the definitive Proxy @tent to be filed pursuant to
Regulation 14A of the Exchange Act for our 2011 AahMeeting of Stockholders.
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PART IV

ltem 15.  Exhibits, Financial Statement Schedule
(a) The following documents are filed as part @ tieport:

(1) Financial Statements are listed in the Indekitmncial Statements on page F-1 of this report.

(2) Schedules have been omitted because they tiepplicable or because the information requirebecet forth therein is included in
the consolidated and combined financial statement®tes thereto.

(3) 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 Guithstock Partners, L.(
10.2(1) Agreement of Sublease, dated as of October 1, 20ifl4 Comstock Asset Management, L
10.3(1) Loan Agreement, dated December 17, 1997, as amgwitadBank of America, N.A

10.4(2) Disbursement and Construction Loan Agreement asdubsement and Development Loan Agreement, eaed @attober 1C
2002 and as amended, with Branch Banking and Taostpany of Virginia

10.5(2) Disbursement and Construction Loan Agreement arguisdion, Disbursement and Development Loan agesgneach date
July 25, 2003, with Branch Banking and Trust ConypaiVirginia.

10.6(2) Loan Agreement, dated January 25, 2005, with CBaurg, N.A.
10.7(2) Completion Guaranty, dated January 25, 2005 inrfaf’/@€orus Bank, N.A
10.8(2) Carve-Out Guaranty, dated January 25, 2005, in favorafi€ Bank, N.A

10.9(1) Form of Indemnification Agreeme

10.10(1 Form of Promissory Note to be issued to each ofsipher Clemente, Gregory Benson, James Keenhamknce Golub by
each of Comstock Holding Company, Inc., Comstocknés, Inc., Sunset Investment Corp., Inc. and Carksdervice Corp.,
Inc.

10.11(1 Form of Tax Indemnification Agreement to be entdrgd by each of Christopher Clemente, Gregory Bandames Keena a

Lawrence Golub with each of Comstock Holding Compadnc., Comstock Homes, Inc., Sunset InvestmempCdnc. and
Comstock Service Corp., In

10.12(1 2004 Lon¢-Term Incentive Compensation Pla

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

10.14(2 Form Of Restricted Stock Grant Agreement unde2®@ Lon-Term Incentive Compensation Pla

10.15(1 Employee Stock Purchase Pla

10.16(1 Purchase and Sale Agreement, dated as of Apr2@%3, as amended, with Crescent Potomac Yard Dgwelot, LLC
10.17(2 Purchase and Sale Agreement, dated as of NovemB6609, as amended, with Fair Oaks PenderbrooktAyeaits L.L.C.
10.18(2 Real Estate Purchase Contract, dated as of Feb4u2605, with Westwick Apartments LL

10.19(2 Services Agreement, dated March 4, 2005, with CoaksAsset Management, L.
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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
10.45(7
10.46(7
10.47(8

10.48(8

10.49(8

Employment Agreement with Christopher Clemer

Employment Agreement with Gregory Bensc

Employment Agreement with Bruce Labovit

Confidentiality and No-Competition Agreement with Christopher Clemen
Confidentiality and No-Competition Agreement with Gregory Bensc

Confidentiality and No-Competition Agreement with Bruce Labovit

Description of Arrangements with William Benste

Description of Arrangements with David Howe

Trademark License Agreeme

Purchase Agreement, dated as of November 12, 2@840@mstock Asset Management, L
Agreement of Purchase and Sale, dated June 23, B9@Hd 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.CBatiémeade
Farms Investors, LLC et. ¢

Loan Agreement, dated September 28, 2005, by ameeba Comstock Bellemeade, L.C. and Bank of AmeRCA.
Guaranty Agreement, dated September 28, 2005,bRdyistrant in favor of Bank of America, N.

Life Insurance Reimbursement Agreement with WilliBmBenstet

Life Insurance Reimbursement Agreement with Bruabdvitz

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

Stock Purchase Agreement with Pa-Chandler Homes, Inc. and the Selling Stockholddestified therein, dated as
January 19, 200

Loan Agreement, dated January 31, 2006, by anddegtvwZomstock Carter Lake, L.C. and Bank of Ameiita.
Guaranty Agreement, dated January 31, 2006, bR#ggstrant in favor of Bank of America, N.

Form of purchase agreement, dated as of May 5,,2608émended as of May 9, 2006, by and betwee@Gdh®any and th
purchasers identified there

Form of warran

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

Junior Subordinated Indenture with Wells Fargo BaxlA., dated as of May 4, 20(

Credit Agreement with Wachovia Bank, N.A., dated&May 26, 200¢

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

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

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

Marketing and Sale Agreement by and between Cok&oantryside LC and Merion-Loudon, L.C., datecdb&Becember
21, 200€
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10.50(8)
10.51(8)

10.52(8)
10.53(8)

10.54(8)
10.55(8)

10.56(8)

10.57(9)
10.58(9)
10.59(9)
10.60(9)
10.61(9)

10.62(9)

10.63(10
10.64(10
10.65(10
10.66(10
10.67(10
10.68(10
10.69(11

10.70(11

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

Loan Modification Agreement, dated as of Decemi8}62 by and among the Registrant, Highland Avemopétties, LLC
and Bank of America, N.A

Amended and Restated Guaranty Agreement, datechibxere2006, by the Registrant in favor of Bank ofé&ina, N.A.

Loan Modification Agreement, dated as of Decemi®¥&2 by and among the Registrant, Comstock Homédlanta, LLC,
Comstock Homes of Myrtle Beach, LLC and Bank of Aite, N.A.

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

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

Second Loan Modification Agreement, dated as ofdddmer 22, 2006, by and between the Registrant an& Bf America,
N.A.

Loan and Security Agreement, dated as of Februa® 2by and between the Registrant and Stoneheamugirig, LC.
Guaranty Agreement, dated as of February 2008,dmystock Potomac Yard, L.C. in favor of Stonehengeding, LC.
Supplement to Indenture, dated as of January 8,280and between the Registrant and Wells FargdBd.A.
Amended and Restated Indenture, dated as of MarcR0D8, by and between the Registrant and Wehlgd#aank, N.A.

Loan Agreement, dated as of March 14, 2008, byasndng Comstock Station View, L.C., Comstock PotoMad, L.C.,
and KeyBank National Associatio

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

Forbearance and Conditional Release Agreement] datef November 25, 2008, by and among Highlaneinie
Properties, LLC, Comstock Homes of Atlanta, LLG; fRegistrant and Bank of American, N

Sixth Loan Modification Agreement, dated as of Noer 26, 2008, by and among the Registrant and BaAknerica,
N.A.

Amended and Restated Promissory Note (Tribble Roath), dated as of December 10, 2008, by the Ragisin favor of
Wachovia Bank, National Associatic

Loan Modification and Forbearance Agreement, datedf December 10, 2008, by and among the Registramous wholly
owned subsidiaries as guarantors and Wachovia Béetional Associatior

Amended and Restated Promissory Note (Revolving binCredit), dated as of December 10, 2008, byReagistrant in
favor of Wachovia Bank, National Associatic

Amended and Restated Promissory Note (Term Loat@ddas of December 10, 2008, by the Registrdiatvior of
Wachovia Bank, National Associatic

Settlement Agreement, dated July 8, 2009, by amnmhgn€omstock Belmont Bay 89, L.C., the Registrawat Belmont Bay,
L.C., etal.

Consensual Foreclosure and Settlement Agreemeey daigust 17, 2009, by and among the Registraal, and Wachovi
Bank, National Associatio
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10.71(11 Third Amendment of Loan Agreement, dated SeptertibeR009, by and among Comstock Penderbrook, th€
Registrant and Guggenheim Corporate Funding,
10.72(11 Settlement Agreement and Mutual Release, datece®éyer 21, 2009, by and among Registrant, Mathis&a, LLC
and Cornerstone Bar
10.73(11 Forbearance Agreement, dated September 28, 20Gthdsmong Comstock Cascades, L.C., the Registraht
Manufacturers and Traders Trust Comp
10.74(11 Forbearance and Conditional Release Agreement] &&ptember 28, 2009, by and among Comstock BelBay89,
L.C., the Registrant and Manufacturers and Tradierst Compan?
10.75(11 First Amendment to Loan Agreement, dated OctobePB09, by and among Comstock Station View, L.@m&tock
Potomac Yard, L.C., the Registrant and Key Bankdwal Associatior
10.76(11 Forbearance and Conditional Release Agreement dadeember 10, 2009, by and among Comstock Hom&alsfigh,
L.L.C., the Registrant and Fifth Third Bank, N.
10.77(12 Forbearance Agreement and Second Amendment to Ageeement, dated January 27, 2009, by and amongstokn
Penderbrook, L.C., the Registrant and GuggenheirpdZate Funding, LL(
10.78(12 Fourth Amendment to Sublease Agreement and Sendige=ement, dated February 26, 2009, with ComsAsdet
Managemen
10.79(12 Mutual Release and Settlement Agreement, dated&u2@09, by and between Comstock Homes of Raléigg,
Providence Development of Raleigh, LLC and Manrfiogfon & Skinnet
10.80(12 Subordinated Deficiency Note, dated as of SepterbeP009, by the Registrant in favor of Cornerst&ank., success-
in-interest to Haventrust Ban
10.81(12 Amended and Restated Subordinated Deficiency Nietied as of November 5, 2009, by the Registrafavar of
Wachovia Bank, National Associatic
10.82(12 Bankruptcy filing for Buckhead Overlook, LLC, filddovember 2009 in the U.S. Bankruptcy Court, Namth@istrict of
Georgia, Atlanta Divisiol
10.83(12 Bankruptcy filing for Post Preserve, LLC filed Nawber 2009 in the U.S. Bankruptcy Court, Northeratfxt of Georgie
Atlanta Division
10.84(12 Bankruptcy filing for Parker Chandler Homes, LL&/# Comstock Homes of Atlanta, LLC filed Novemb@02 in the
U.S. Bankruptcy Court, Northern District of Georgddlanta Division
10.85(12 Lease Agreement, dated on or about December 39, ith Comstock Asset Management, L.C. by Comstaperty
Management, L.C., a subsidiary of Registi
10.86(12 License Agreement, effective January 1, 2010, v-Connect
10.87(12 Letter of Intent, effective February 12, 2010, oyl detween Registrant and Stonehenge Funding,dn€Subordination ar
Standstill Agreements between Registrant and GuggienCorporate Funding, LLC and between RegistiadtKey Bank,
National Associatiol
10.88(12 Seventh Loan Modification Agreement, dated as dfrrary 25, 2010, by and among the Registrant amdk B&America,
N.A.
10.89(12 Memorandum Opinion, filed February 23, 2010, bytt& District Court in favor of Comstock Potomac dak.C., a
subsidiary of Registrant, against Balfour Beattyn§&auction, LLC
10.90(12 Purchase Agreement, dated October 30, 2009, bpetwken Comstock Station View, L.C. and M/I| HomeEB@, LLC
10.91(13 Second Amended and Restated Indenture, datedrebafiary 12, 2010, by and among the RegistranCamdstock Asse
Management, L.C
10.92(13 Amended and Restated Senior Note, effective Feprl@r2010, by and among, Stonehenge Funding, he&CRegistrant and
Comstock Asset Management, L
10.93(13 Employment Agreement with Joseph M. Sque
10.94(13 Confidentiality and No-Competition Agreement with Joseph M. Sque
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10.95* Loan Agreement, dated as of January 27, 2011, 8yaemong Comstock Potomac Yard, L.C. and Eagle |

10.96* Loan Agreement, dated as of February 11, 2011nkhyaanong Comstock Cascades Il, L.C. and Cardinak|

14.1(2 Code of Ethic:

21.1* List of subsidiarie:

23.1* Consent of PricewaterhouseCoopers |

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

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

32.1* Certification of Chief Executive Officer and Chigihancial Officer pursuant to Section 906 of Sads-Oxley Act of 2002

* Filed herewith

+  Management contracts or compensatory plans, castoa@rrangemen

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

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

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

(4) Incorporated by reference to an exhibit to the Regin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20

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

(6) Incorporated by reference to an exhibit to the EnirReport on Form-K of the Registrant filed with the Commission onWED, 2005

(7) Incorporated by reference to an exhibit to the Blegin’s Quarterly Report on Form -Q filed with the Commission on August 9, 20

(8) Incorporated by reference to an exhibit to the Blegin’s Annual Report on Form -K filed with the Commission on March 16, 20(

(9) Incorporated by reference to an exhibit to the Regn’s Annual Report on Form -K filed with the Commission on March 24, 20(

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

(11) Incorporated by reference to an exhibit toRgistrant’s Quarterly Report on Form 10-Q fileitbvthe Commission on November 13,
20009.

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

(13) Incorporated by reference to an exhibit to the Blegin’s Quarterly Report on Form -Q filed with the Commission on November :
2010.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

COMSTOCK HOMEBUILDING COMPANIES, INC.

Date: March 31, 201 By: /s/ CHRISTOPHERC LEMENTE
Christopher Clement
Chairman and Chief Executive Offic

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant and in the capacities and ord#ite indicated.

Signature Capacity Date
/s/ CHRISTOPHER CLEMENTI Chairman of the Board of Directa March 31, 201:
Christopher Clement and Chief Executive Officer (Principal Executivefioér)
/s/ GREGORY V. BENSOI President and Chief Operating Offic March 31, 201:

Gregory V. Bensol

Chief Financial Office
/s/ JOSEPH M. SQUEF (Principal Financial Officer March 31, 201:
Joseph M. Sque

/s/ A.CLAYTON PERFALL Director March 31, 201
A. Clayton Perfal

/s/ DAVID M. GUERNSEY Director March 31, 201
David M. Guernse'

/s  JAMES A. MACCUTCHEONM Director March 31, 201:
James A. MacCutchec

/s/ NORMAN D. CHIRITE Director March 31, 201
Norman D. Chirite

/s/ ROBERT P. PINCUS Director March 31, 201
Robert P. Pincu

/s/ SOCRATES VERSES Director March 31, 201
Socrates Verse
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Shareholders of ConoksHomebuilding Companies, Inc.:

In our opinion, the consolidated financial statetadisted on page F-1 present fairly, in all materéspects, the financial position of Comstock
Homebuilding Companies, Inc. and subsidiaries (@@mpany”) at December 31, 2010 and 2009, andehelts of their operations and their
cash flows for each of the two years in the pednded December 31, 2010 in conformity with accagnpirinciples generally accepted in the
United States of America. These financial statesiarg the responsibility of the Company’s manageng@ur responsibility is to express an
opinion on these financial statements based omodits. We conducted our audits of these statenieiaiscordance with the standards of the
Public Company Accounting Oversight Board (Unitedt&s). Those standards require that we plan arfidrpethe audit to obtain reasonable
assurance about whether the financial statemeatsese of material misstatement. An audit incluebe@mining, on a test basis, evidence
supporting the amounts and disclosures in the €ilahstatements, assessing the accounting prirsciyged and significant estimates made by
management, and evaluating the overall financ@kstent presentation. We believe that our auditgige a reasonable basis for our opinion.

/sl PricewaterhouseCoopers L
McLean, Virginia
March 31, 201:
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except per share data)

December 31 December 31
2010 2009
ASSETS
Cash and cash equivalel $ 47t $ 1,08t
Restricted cas 5,201 3,24¢
Real estate held for development and 34,00¢ 70,89(
Property, plant and equipment, | 50 144
Other asset 1,19¢ 1,96:
TOTAL ASSETS $ 40,92¢ $ 77,33
LIABILITIES AND SHAREHOLDERS ' EQUITY
Accounts payable and accrued liabilit $ 5,88¢ $ 5,57¢
Notes payabl~ secured by real este 18,85: 50,53(
Notes payabl- due to affiliates, unsecurt 5,00¢ 12,74:
Notes payabl~ unsecuret 4,51t 4,34¢
TOTAL LIABILITIES 34,26( 73,19¢
Commitments and contingencies (Note
SHAREHOLDER? EQUITY
Class A common stock, $0.01 par value, 77,266,5@0es authorized, 17,025,954 and 15,608
issued and outstanding, respectiv 171 15€
Class B common stock, $0.01 par value, 2,733,58@eshauthorized, 2,733,500 issued and outstal 27 27
Additional paic-in capital 166,70( 157,41¢
Treasury stock, at cost (391,400 Class A commaotky (2,439 (2,439
Accumulated defici (157,79) (151,029
TOTAL SHAREHOLDERY EQUITY 6,66¢ 4,13:
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $ 40,92¢ $ 77,33

The accompanying notes are an integral part oktbeasolidated financial statements.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except per share data)

Revenue:
Revenue- homebuilding
Revenue- other
Total revenu
Expense:
Cost of sale- homebuilding
Cost of sale- other
Impairments and wri-offs
Selling, general and administrati
Interest, real estate taxes and indirect costsetla inactive projeci
Operating los:
Gain on troubled debt restructuri
Gain on deconsolidation of subsidiar
Other income, ne
Total pre tax los
Income taxes (benefit) exper
Net loss from continuing operatio
Loss from discontinued operatio
Net loss attributable to Comstock Homebuilding Camips, Inc
Basic loss per sha

Continuing operation
Discontinued operatior

Net loss per shal

Diluted loss per shai
Continuing operation
Discontinued operatior

Net loss per shal

Basic weighted average shares outstan
Diluted weighted average shares outstan

IES

Twelve Months Ended December 31,

2010 2009
$ 1907 $  20,22¢
4,781 2,94¢
23,85/ 23,17(
19,18¢ 18,82«
4,011 1,387
1,54¢ 15,35/
5,60¢ 7,53¢
2,22¢ 3,31(
(8,729 (23,23f)
— (3,409)
— (1,965)
(1,037) (425)
(7,687) (17,455
11 (926)
(7,699) (16,516
— (10,236)
$ (7699 $ (26,759
$ (0429 3 (0.99)
— (0.5¢€)
$ (042 $ (1.51)
$ (042 $ (0.99)
— (0.5¢)
$ (042 $ (1.51)
18,31 17,67(
18,31 17,67(

The accompanying notes are an integral part oktheasolidated financial statements.
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Balance at December 31, 20C
Stock compensation and issuan

Warrants

Gain on noncontrolling intere

settlemen

Note payable to noncontrolling inters

holder
Net loss

Balance at December 31, 20C
Stock compensation and issuan

Warrants

Stonehenge capital contributi
Cumulative effect of a change in
accounting principlt

Net loss

Balance at December 31, 201

COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR
CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS’ EQUITY

(Amounts in thousands, except per share data)

Retained

earnings
Class A Class B (deficit) Total

Shares Amount Shares  Amount

15,60¢ $ 15¢ 2,73: $ 27 $(124,27) 30,74¢
76
81
(20)
(26,75) (26,757
15,60¢ $ 15¢ 2,73: $ 27 $(151,029 $ 4,13
40C 5 80z
1,01¢ 1C 80¢€
7,68¢
93€ 93¢
(7,699 (7,699
17,02¢ $ 171 2,73 $ 27 $(157,79) $ 6,66¢

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 from continuing operatio

Adjustment to reconcile net loss to net cash predidy operating activitie

Amortization and depreciatic
Impairments and wri-offs
Gain on troubled debt restructuri
Gain on trade payable settleme
Gain on deconsolidation of subsidie
Amortization of stock compensati
Changes in operating assets and liabilit
Restricted cas
Real estate held for development and
Other asset
Accounts payable and accrued liabilit
Net cash provided by operating activit
Cash flows from investing activitie
Purchase of property, plant and equiprn
Net cash used in investing activiti
Cash flows from financing activitie
Proceeds from notes payal
Payments on notes payal
Proceeds from option and warrant exer
Net cash used in financing activiti
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of '
Cash and cash equivalents, end of )

Supplemental disclosure for r-cash activity:

Interest incurred but not paid in ce

Reduction in notes payable in connection with ttedldebt restructurin

Increase in additional paid in capital in connettiath troubled debt restructurir

Reduction in real estate held for development ahelis connection with deconsolidation of
subsidiaries

Reduction in notes payable in connection with deotidation of subsidiarie

Reduction in accrued liabilities in connection witkconsolidation of subsidiari

Increase in opening retained earnings in conneetitihdeconsolidation of subsidiari

Reduction in accrued liabilities in connection wigkuance of stock compensat

Increase in class A common stock par value in cotimre with issuance of stock compensat

Increase in additional paid in capital in connettigth issuance of stock compensat

Reduction in real estate held for development afel is connection with troubled debt restructur

Reduction in accrued liabilities in connection withubled debt restructurir

Deconsolidation of variable interest inventory aeldted deb

IES

Twelve Months Ended December ©

2010 2009
$ (7699 $ (26,759
08 68E
1,54¢ 22,93¢
— (3,409)
(860) (339)
— (1,965)
— 15¢
(1,957) 61C
19,92; 18,27¢
76¢ (561)
3,56( 2,27¢
15,39; 11,93
@ —
4 —
82z 874
(17,649) (17,69)
82¢ —
(15,999 (16,829
(610) (4,897)
1,08¢ 5,977
$ 475 $ 1,08
$ 1166 $  1,61¢
$ 768 $ 13,92
$ 768 % —
$ 15407 $  6,55¢
$ 1589 $  6,08(
$ a4c  $ —
$ 93 $ 2,43t
$ 78C  $ —
$ 14 $ —
$ 766 $ —
$ —  $ 1084
$ — % 61C
$ —  $ 19,05

The accompanying notes are an integral part oktbeasolidated 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 Homebuilding Companies, Inc. is a multieted real estate development and constructioficesreompany focused on the
Washington, DC metropolitan area. The Company bhstantial experience with building a diverse raafjproducts including single-family
homes, townhouses, mid-rise condominiums, highsria#i-family condominiums and mixed-use (residehtind commercial) developments.
Since our founding in 1985, and as of Decembef810, we have built and delivered more than 5,28/8és generating total revenue in ex
of $1.3 billion. References in this Form 10-K todi@istock,” “Company”, “we,” “our” and “us” refer t€omstock Homebuilding Companies,
Inc. together in each case with our subsidiariesaary predecessor entities unless the context stgygtherwise.

Our business was founded in 1985 as a resideatidldeveloper and home builder focused on the Wortirginia suburbs of the
Washington, D.C area. In December 2004, Comstonipéeted its initial public offering. In 2005, Cornsk began executing expansion plans
and established operations in key markets througheuSoutheast. Notably, during 2006 Comstockeased revenues to $266 million.
However, during 2007 it became clear that the wgatented span of growth in the housing sector wakly ending. Drawing on the valuable
experience the Comstock management team had gaipeevious downturns, Comstock expeditiously diethexpansion plans and adopted a
defensive strategy that allowed it to survive tbeding downturn. Comstock quickly sold certain &saed worked closely with its existing
lenders to amicably renegotiate the terms of ptajated and corporate borrowings, which had peait&340 million as of September 30,
2006.

In 2009, we established our Strategic Realignmént Rhe “Plan”). The Plan was designed to elinendgbt, further reduce expenses,
enhance Comstock’s balance sheet, conserve catpratect key Washington, D.C. market assets. Byetid of 2009 Comstock had
successfully renegotiated substantially all os#sured debt obligations and reduced total deb®8million ($ 28.4 million as of December
2010). The Plan execution eliminated or reducega@te and project related debt while disposingasfcore assets where market values had
deteriorated but ultimately allowed for the retentof core assets in the Washington, D.C. market.

Comstock Companies, Inc. was incorporated on MayQ@4 as a Delaware corporation. On June 30, 2864Company changed its
name to Comstock Homebuilding Companies, Inc. Ocebwer 17, 2004, the Company completed an initiblip offering (“IPO”) of its
Class A common stock.

The Company’s Class A common stock is traded omNWEDAQ Capital market (“NASDAQ”) under the symb@HCI” and has no
public trading history prior to December 17, 2004 April 20, 2010, the Company received notice fldASDAQ stating that the Company
had regained compliance with the $1.00 minimumgride requirement after its shares achieved arajasid-price exceeding $1.00 for 10
consecutive days ending on April 19, 2010. The Camygs now in compliance with all three NASDAQ donied listing requirements which
are the minimum bid-price requirement, the marleti® of publicly held shares requirement and th@immim equity requirement.

Liquidity Developments

In an effort to stabilize the Company, managempatsmuch of 2009 focused on negotiating with lesde eliminate and restructure
debt which temporarily limited our ability to puesaew business opportunities. In mid 2009, managefoemulated a Strategic Realignment
Plan which identified key real estate projectsaéaétained by the Company and those to be dispafs&the Company then worked to
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restructure the entirety of its debt. The restriotuwas completed in late 2009 and has resulteshfimoved operating cash flow as the lenders
agreed to provide the Company with increased aash proceeds as units are delivered to purchasbkesloan agreements require that the
Company settle a minimum number of units per quattéts Penderbrook and Eclipse projects, on autative basis. If the Company is unable
to maintain the minimum settlement requirements,|&mders may elect to apply substantially alhef tinit settlement proceeds to principal
reduction until such time as the Company is ableg@in compliance with the cumulative quotas. A&t@mber 31, 2010, the Company was in
compliance with the minimum settlement requiremea$samended.

The Plan also identified real estate projects witickeemed to be noassential to future growth. The strategic apprdaatebt secured t
non-essential real estate projects was to purgeelésure agreements with the related lenderstivitlgoal of transferring the real estate to the
lender in return for a release from the related dbbigation. The Company made significant progiagbat regard having successfully
negotiated settlements with all of its lenders rdijey the loans guaranteed by the Company andddted the outstanding balance of debt
from $102.8 million at December 31, 2008 to $67iliom at December 31, 2009 to $28.4 million at Bether 31, 2010. In most cases, the
Company has been released from the obligationsruhddoan in return for its agreement to coopeirathe bank’s foreclosure on the real
estate assets securing the loan. In a limited nuwfbeases, the Company provided the lenders wvathinterest bearing deficiency notes with
three year maturities in an amount equal to aiacif the original debt. The balance of the defity notes at December 31, 2010 was $1.1
million.

The Company continues to engage in discussionslentters and potential equity investors in an e¢timprovide additional liquidity to
sustain business operations and growth capitalrtd arious new business opportunities. We areigating that through a combination of
these negotiations, the additional cash from setld proceeds, the cash generated by our rentedtopes and the cash generated by sales of
land parcels that the Company will generate s@ffictash to sustain our operations through 201@eder, this outcome is primarily
dependent upon our ability to meet the minimumlesmtint requirements specified by our lenders aP#nederbrook and Eclipse projects. If we
are unable to meet the sales quotas, substardiallf the proceeds from any settlements at thel®dmook and Eclipse projects will be
retained by the lenders and applied to principat dartailments. We have met the sales quota reagints, as amended, during each of the
preceding five quarters and were in compliance w#idgse settlement requirements at December 31, 2010

If we are unable to maintain compliance with thenalative minimum settlement requirements for areeded period of time, it would |
necessary to seek waivers or additional loan mzatifins from the project lenders at the PenderbasakEclipse projects. If we were unabl
secure such waivers or modifications, this may wutiiglly reduce the amount of cash generated tiraumit settlements and make it necessary
for us to attempt to generate alternative souréesvenue to meet our operating cash flow requirgselo do so, we may have to seek to
leverage the judgment award which we obtained ag&alfour, attempt to sell our remaining parcdlfaad, seek to raise additional capital or
seek to obtain additional financing to meet ourrapeg cash flow requirements. If, in the absenfceagh flow being generated from unit
settlements, we were unable to generate additzapital through any of these alternative sourcesceauld deplete our cash reserves and may
be forced to seek protections afforded under tinrhogotcy code. There can be no assurance thaeiawbnt we were forced to seek bankruptcy
protection that we would be able to reorganize anduch an event, we could be forced to liquidateassets.

At December 31, 2010, we had $0.5 million in umiettd cash and $5.2 million in restricted casleluded in our restricted cash balar
to which we have no access currently, is a $3.0anitleposit with an insurance provider as secdatyany potential future claims. $2.1
million of the restricted cash represents fundgired in advance of closing on the investment fairagp for the apartment project in Loudoun
County Virginia (see Subsequent Event Footnote 19).

Our access to external working capital is very t@diand we have few other sources of cash as cociahbanks and other unregulated
lenders have experienced a liquidity crisis ofitleen which has made
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funding for real estate investment extremely diffi¢co secure. This tightening of the credit maskgtesents substantial risk to our ability to
secure financing for our operations, including &nyre construction and land development efforts.

However, subsequent to December 31, 2010, the Quyripes been successful in securing financing tefiance the Eclipse on Center
Park condominium project and 2) support the newstrantion of an apartment project in Loudoun Coulyginia. Additionally, the Compar
successfully raised funds through a private placgnweprovide additional financial support relatedhe apartment project in Loudoun Cou
Virginia. (“Cascades Apartment project”). See Suajpsat Event Note 19 below.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of presentatiol

The accompanying consolidated financial statemiastade the accounts of Comstock Homebuilding Camgss Inc (the Company), a
Delaware corporation, and its majority-owned suiasids. All significant intercompany accounts arahsactions have been eliminated.
Investments in 50% or less owned partnerships Hitidtes are accounted for using the equity methatess it is determined that the Company
has effective control of the entity, in which calse entity would be consolidated.

Cash and cash equivalents and restricted cash

Cash and cash equivalents are comprised of casshamtdterm investments with maturities when puselttof three months or less. At
times, the Company may have deposits with institigiin excess of federally insured limits. Bankimgtitutions with which the Company does
business are considered credit worthy; therefaeglitrisk associated with cash and cash equivalsrdonsidered low. At December 31, 2010
and 2009, the Company had restricted cash of $8liamand $3.2 million, respectively, which inclad a $3.0 million deposit with an
insurance provider as security for future claimse December 31, 2010 restricted cash amountsradhaade $2.1 million related to a private
placement raise related to the construction ofxascades Apartments (see Subsequent Event FoaBjote

Real estate held for development and s

Real estate held for development and sale incllashek land development costs, interest and othestoaction costs. Land held for
development is stated at cost, or when circumstaacevents indicate that the land is impaireéssitnated fair value. Real estate held for sale
is carried at the lower of cost or fair value lessts to sell. Land, land development and indileaod development costs are accumulated by
specific project and allocated to various lots ouding units within that project using specificritiication and allocation based upon the
relative sales value, unit or area methods. Ditenstruction costs are assigned to housing un#san specific identification. Construction
costs primarily include direct construction costs @apitalized field overhead. Other costs are cweg of prepaid local government fees and
capitalized interest and real estate taxes. Seatlisfs are expensed as incurred.

The Company assesses the estimated fair valus pfdjects based on discounted cash flow modetoomparable sales of real estate in
the normal course of business under existing atidipated market conditions. The evaluation takes consideration the current status of the
property, various restrictions, carrying coststsad disposition and any other circumstances, Wwhiay affect fair value including
management’s plans for the property. Due to thgelacreage of certain land holdings, dispositiotnénnormal course of business can extend
over a number of years. A write-down to estimatdd\falue is recorded when the net carrying valude property exceeds its estimated
undiscounted future cash flows. These evaluatiomsrade on a property-by-property basis as seéy fitanagement whenever events or
changes in circumstances indicate that the neyiogrvalue may not be recoverable.

F-9



Table of Contents

Capitalized interest and real estate taxes

Interest and real estate taxes incurred relatingeaevelopment of lots and parcels are capithtiaeeal estate held for development and
sale during the active development period, whiafegally commences when borrowings are used to exgedl estate assets and ends whe
properties are substantially complete or the ptydeFcomes inactive. A project becomes inactivemdhevelopment and construction activil
have been suspended indefinitely. Interest is alipiid based on the interest rate applicable toipéorrowings or the weighted average of
the rates applicable to other borrowings duringpéeod. Interest and real estate taxes capitatzeeal estate held for development and sale
are expensed as a component of cost of salesatisdeinits are sold. The following table is a sumynodi interest incurred and capitalized and
interest expensed for units settled:

Years ended December 31,
2010 2009

Total interest incurred and capitaliz $ — $ 12
Interest expensed as a component of cost of $ 3,141 $ 2,95t

During 2010 and 2009, all of the Company’s projeetse determined to be inactive for accounting paes as they were either
substantially complete or management elected tpesutsconstruction activities indefinitely. Whenrajpct becomes inactive, its interest, real
estate taxes and indirect production overhead ewstso longer capitalized but rather expensetdrperiod in which they are incurred.
Following is a breakdown of the interest, real &staxes and indirect costs related to inactivgepts reported in real estate held for
development and sale:

Years ended December 3.

2010 2009
Total interest incurred and expensed for inactiaggrts $ 1,56 $ 2,62¢
Total real estate taxes incurred and expensechéative project: 517 84t
Total production overhead incurred and expensedhéative project: 14C 667

$ 2,22 $ 4,13¢

Property, plant and equipmer

Property, plant and equipment are carried at &sst &ccumulated depreciation and are depreciatdwemiraight-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 remowed thieir separate accounts and any
gain or loss on sale is reflected in operationpdexitures for maintenance and repairs are chaogexpense as incurred.
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Warranty reserve

Warranty reserves for houses settled are estalilisheover potential costs for materials and lakitih regard to warranty-type claims
expected to arise during the typical one-year waiyrperiod provided by the Company or within theefiyear statutorily mandated structural
warranty period for condominiums. Since the Compsuitycontracts its homebuilding work, subcontracémesrequired to provide the Comp
with an indemnity and a certificate of insurancepto receiving payments for their work. Claim$atang to workmanship and materials are
generally the primary responsibility of the subecantors and product manufacturers. The warrangrvess established at the time of closing,
and is calculated based upon historical warransy egperience and current business factors. Theve is an estimate and actual warranty
costs could vary from these estimates. Variables usthe calculation of the reserve, as well asatiequacy of the reserve based on the
number of homes still under warranty, are revieaea periodic basis. During the year ended Dece®be?010, the Company provided an
additional $639 in warranty reserves to cover fifpotential costs and/or claims made with resgeits remaining projects. Warranty claims
are directly charged to the reserve as they arise following table is a summary of warranty reseaetivity which is included in accounts
payable and accrued liabilities:

Years ended December 3:

2010 2009
Balance at beginning peric $ 69z $ 1,031
Additions 721 11t
Releases and/or charges incur (309 (459
Balance at end of peric $ 1,11C $ 692

Revenue recognitiol

The Company recognizes revenues and related poofitsses from the sale of residential propertreduding multiple units to the same
buyer, finished lots and land sales when closirgdezurred, full payment has been received, tittk@ossession of the property transfer to the
buyer and the Company has no significant contininrglvement in the property. Other revenues ineluevenue from land sales, rental
revenue from leased apartments and revenue eawmadrianagement and administrative support seryicesgded to related parties that is
recognized as the services are provided.

Advertising costt

The total amount of advertising costs charged llmgegeneral and administrative expense was $$83,and $878 for the years ended
December 31, 2010, 2009 and 2008, respectively.

Stock compensatio

As discussed in Note 12, the Company sponsors stoibin plans and restricted stock award plangrRei December 14, 2004, the
Company did not sponsor any such plans. Effecéweidry 1, 2004, the Company prospectively adoptate@ent of Financial Accounting
Standards (“SFAS”) No. 123R (revised 2008hare-Based Paymefficcounting Standards Codification (*“ASC") 718). 8518 requires all
share-based payments to employees, including godetsniployee stock options, to be recognized irfithencial statements over the vesting
period based on their fair values at the date afigrAs a result of the inactive status of allledf Company’s projects during 2010 all of the cost
associated with stock-based compensation was dh&wgelling, general and administrative expens$e. fbtal stock-based compensation for
2010 was $307, including stock options of 100 tlamasshares that were granted in 2010 at the tliem#aket value of the Company’s
common stock and which vested immediately.
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Income taxes

As discussed in Note, 1, we adopted the provisidfsSC 740-10-26-6 Income Tax Recognition as ofudawy 1, 2007. As a result of this
adoption, the Company recorded a benefit to th@iogeaccumulated deficit in the amount of $1,668e Tompany recognizes interest acci
related to unrecognized tax benefits in interepeese. Penalties, if incurred, would be recognased component of general and administre
expense. At December 31, 2008, the Company had grogcognized tax benefits of $77, which was frélserved. The reserve was limited to
interest on the net timing difference. During 2@88 Company received approval for an accountindnatethange from the Internal Revenue
Service that effectively allows the Company to ggtee the previously unrecognized tax benefit. Assailt, the Company reversed the $77
reserve in 2009. As of December 31, 2010 and 20@9Company had no unrecognized tax benefit an€tmpany does not expect this to
change significantly over the next 12 months.

Loss per shart

The following weighted average shares and sharv&euts are used to calculate basic and dilutes #6Pthe years ended December
2010 and 2009:

Years Ended December 31,

2010 2009

Basic loss per sha

Net loss $ (7,699 $ (26,75
Basic weighte-average shares outstand 18,31 17,67(
Per share amoun $ (0.49) $ (1.5)

Dilutive loss per shar

Net loss $ (7,699 $ (26,75))
Basic weighte-average shares outstand 18,31 17,67(
Stock options and restricted stock gre — —
Dilutive weighte(-average shares outstand 18,31 17,67(
Per share amoun $ (0.42) $ (1.5))

As a result of net losses for the years ended DkeeBil, 2010, and 2009, approximately 1,237 an83? fespectively of options and
warrants were excluded from the computation oftdiuearnings per share because their inclusiondvaave been anti-dilutive.

Comprehensive income

For the years ended December 31, 2010, and 206frebiensive income equaled net income; therefaseparate statement of
comprehensive income is not included in the accayipg consolidated financial statements.

Segment reporting

ASC 280-10 Segment Reporting establishes standlardlse manner in which companies report infornra@doout operating segments.
The Company determined it provides one single bfdeusiness activity, homebuilding, which operatea single geographic segment. The
Company had, in years prior to 2009, determinetlitbdaomebuilding operations primarily involvedéb reportable geographic segments:
Washington D.C. metropolitan area, Raleigh, Norénalina and Atlanta, Georgia. Based on the Commawjthdrawal from the Atlanta
market, which was effectively completed in the fowguarter of 2009, the
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Company elected to consolidate the Raleigh anchfglaegments into the Southeast region segmeeattiel January 1, 2009. As the Comp
completes it exit from the Raleigh, North Carolmarket, effective in the first quarter of 2010, empany’s operations will be concentrated
in the Washington D.C. metropolitan area. The aggfien criteria are based on the similar economaracteristics of the projects located in
each of these regions.

Use of estimates

The preparation of the financial statements, inf@anity with accounting principles generally acaspin the United States of America,
requires management to make estimates and assasihiat affect the reported amounts in the findrsté&tements and accompanying notes.
Actual results could differ from those estimatesitéfial estimates are utilized in the valuatiomeafl estate held for development and sale,
valuation of deferred tax assets, capitalizationasts, consolidation of variable interest entiied warranty reserves.

Recent accounting pronouncemen

In January 2010, the FASB issued Accounting Statgldipdate No. 2010-06, “Improving Disclosures alfnit Value
Measurements” (“ASU 2010-06"), amending ASC 82htease disclosure requirements regarding re@uenvd nonrecurring fair value
measurements. ASU 2010-06 will be effective for@wnpanys fiscal year beginning January 1, 2010, excepthferdisclosures about activ
in Level 3 fair value measurements which will beeefive for the Company'’s fiscal year beginningulany 1, 2011. ASC 820 did not have a
material impact on the Company’s consolidated fom@rstatements.

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developramharket prices from various entities under fipeide purchase agreements. The
purchase agreements require deposits that mayfedtéd if the Company fails to perform under tligeements. The deposits required under
the purchase agreements are in the form of calgiters of credit in varying amounts. The Comparayat its option, choose for any reason
and at any time not to perform under these purchgssements by delivering notice of its intent tacacquire the land under contract. The
Company'’s sole legal obligation and economic lasddilure to perform under these purchase agretsigtypically limited to the amount of
the deposit pursuant to the liquidated damagesgiomvcontained within the purchase agreement. fesalt, none of the creditors of any of
entities with which the Company enters into forwfixgd price purchase agreements have recour¢etgdneral credit of the Company.

The Company also does not share in an allocatiaitloér the profit earned or loss incurred by ahthese entities with which the
Company has fixed price purchase agreements. Theo@uy has concluded that whenever it options lardts from an entity and pays a
significant non-refundable deposit as described/apa variable interest entity is created undeptiogisions of ASC 810-10 Consolidation.
This is because the Company has been deemed t@haxded subordinated financial support, whichates a variable interest which limits
the equity holder’s returns and may absorb sonal of an entitys expected theoretical losses if they occur. The@my, therefore, examir
the entities with which it has fixed price purchaggeements for possible consolidation by the Camwyppader the provision of ASC 810-10.
This requires the Company to compute expecteddomse expected residual returns based on the glidpabfuture cash flows which
requires substantial management judgments andastimn addition, because the Company does netdway contractual or ownership
interests in the entities with which it contraauy the land, the Company does not have thetahilicompel these development entities to
provide financial or other data to assist the Camygda the performance of the primary beneficiargleation.

On July 7, 2009 the Company reached a settlemeaeagent with Belmont Bay, LC in a dispute relatethie fixed price purchase
agreement regarding Phase Il of Beacon Park. Uhéderms of the settlement agreement, the Comfraifeited its $200 deposit and was
released from debt owed to Belmont Bay,
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LC of approximately $1,797. As a result of thistieatent agreement, the Company is no longer theassi beneficiary and has deconsolidated
the entity from its consolidated balance sheetiaé B0, 2009. The effect of the deconsolidation ttagemoval of $19,250 in “Inventory not
owned-variable interest entities” with a corresgogdeduction of $19,050 (net of land deposits Hi#200) to “Obligations related to
inventory not owned.” Creditors, if any, of thiscd@solidated variable interest entity have no resmagainst the Company relating to this
purchase contract.

4. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

Real estate held for development and sale incllashek land development costs, interest and othestoaction costs. Land held for
development is stated at cost, or when circumstocevents indicate that the land is impaire@éstimated fair value. Real estate held for sale
is carried at the lower of cost or fair value lessts to sell. Land, land development and indileod development costs are accumulated by
specific project and allocated to various lots ouding units within that project using specificritiication and allocation based upon the
relative sales value, unit or area methods. Ditenstruction costs are assigned to housing unisan specific identification. Construction
costs primarily include direct construction costs @apitalized field overhead. Other costs are cweg of prepaid local government fees,
capitalized interest and real estate taxes. Seatlisfs are expensed as incurred.

For projects where the Company expects to seltehmining lots in bulk or convey the remaining ltutsa lender where the loans have
matured, the fair value is determined based onoffeceived from third parties, comparable sak@ssictions, and/or cash flow valuation
techniques.

If the project meets the GAAP accounting criteffifaeld for sale, the project is valued at the lowkcost or fair value less estimated
selling costs. Currently all of the Company’s potgemeet these criteria. If the project sales apeeted to extend over a period of time, the
Company calculates fair value utilizing a discodntash flow model as discussed below using a digqate that reflects a reduced level of
risk as these assets are no longer under constnucti

For assets held for development, estimated fairevel based on comparable sales of real estate imarmal course of business under
existing and anticipated market conditions. Thdwaton takes into consideration the current stafule property, various restrictions,
carrying costs, costs of disposition and any otiteumstances which may affect fair value includingnagement’s plans for the property. In
the normal course of business, dispositions ofld@gd holdings can extend over a number of ydaveite-down to estimated fair value is
recorded when the net carrying value of the pregpexteeds its estimated undiscounted future cas¥sflIThese evaluations are made on a
property-by-property basis as seen fit by managémbenever events or changes in circumstancesatedtbat the net book value may not be
recoverable.

On March 17, 2010 the Company completed the sdlndfat its Station View project located in LouddBounty, Virginia for $2.8
million.

Difficult market conditions characterized by higheumployment, elevated supplies of unsold home itorgnhigh levels of foreclosures
and increased price competition have continuedhédl@enge the Company during 2010. This has resuttédt sales prices, selling concessic
reduced gross margins and extended estimatesdjacpisell-off dates. As of December 31, 2010,Gloenpany has classified its projects as
held for sale as discussed above and accordingifewthe projects down to fair value less costsdll as determined by discounted cash flow
models. Discounted cash flow models are dependent several subjective factors, primarily estimatedrage sales prices, estimated sales
pace, and the selection of an appropriate disc@tet While current market conditions make thenested timeframe for sales in a community
challenging, the Company has generally assumed palees equal to or less than current prices laademaining duration of the community
sales process were estimated to be one to two.yHaese assumptions are often interrelated as préhgctions can generally be assumed to
increase the sales pace. In addition, the Compausy select what it believes to be an appropriegeadint rate based on current market cost of
capital and returns expectations.
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The Company has used its best judgment in detemgnism appropriate discount rate based on informadttioas received from marketing its
communities for sale in recent periods, and acogfgihas elected to use a rate of 13% in its distaxicash flow model. While the selectior
a 13% discount rate was subjective in nature, tragany believes it is an appropriate rate in threectt market and appropriately reflects the
economics of the market, current return expectatitre cash flow characteristics of the projectsthe substantially completed nature of its
sale inventory. The estimates of sales pricess galee, and discount rates used by the Comparbaaesl on the best information available at
the time the estimates were made. In recent momnthget conditions affecting the Company’s WashangDC area projects have improved;
however, if market conditions deteriorate agaimitahal adverse changes to these estimates inefyeriods could result in further material
impairment amounts to be recorded.

The Company recorded an impairment charge of $lll®mduring the year ended December 31, 201@raperly record its for sale
projects at fair market value less costs to seisiient with the provisions of ASC 360.

The following table summarizes impairment chargesd a&rite-offs for the twelve months ended Decengfr2010, and 2009:

Twelve Months Ended
December 31,
2010 2009

Impairments $1,54¢ $15,35!
Write-offs — —
$1,54¢ $15,35!

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

December 31

2010 2009
Land and land development co $ 8,86: $28,17:
Cost of construction (including capitalized intérasd real estate taxe 25,14¢ 42,715

$34,00¢ $70,89(

5. PROPERTY, PLANT AND EQUIPMENT, NET
Property, plant and equipment consist of the foilfmwy

December 31,

2010 2009
Computer equipment and capitalized softw $ 1,762 $ 1,981
Furniture and fixture 82 272
Office equipmen 84 114
Leasehold improvemen 15 70

1,94: 2,43
Less: accumulated depreciati (1,899 (2,297)

$ 50 $ 144

Depreciation and amortization expense, includegetiing, general, and administrative” in the colidated financial statements of
operations, amounted to $98 and $685 for the yasaded December 31, 2010 and 2009, respectively.
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6. OTHER ASSETS
Other assets consist of the following:

December 31,

2010 2009
Income tax refund receivable ( $ — $ 862
Restricted escrow depos 17¢ 30¢
Miscellaneous prepaid and ott 1,01¢t 793

$1,19¢ $1,96:

(1) Income tax refund receivable was collected inifulFebruary 201(C

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

December 31,

2010 2009
Trade payable $2,511 $4,17¢
Warranty 1,11C 693
Customer deposit 2,18¢ 82
Other 78 62¢

$5,88¢ $5,57¢

8. CREDIT FACILITIES

The Company has outstanding borrowings with varfencial institutions and other lenders that hegen used to finance the
acquisition, development and construction of retdte property. As of December 31, 2010, maturdfes! of our borrowings are as follows:

2011 18,28:
2012 1,101
2013 5,00¢
2014 —
2015 and thereafte 3,98¢
Total $28,37¢

The Company refinanced approximately $12 millioritef amounts shown above as maturing in 2011 asstisd in Footnote 19. The
balance is currently due in September of 2011 bonthe extended based on certain sales performatergacestablished by the lender. While
the Company believes it has available options tiregb the remaining 2011 maturities, there carobessurances that the Company will be
successful in these efforts.
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All of the Company’s debt is variable rate, basad tBOR or the prime rate plus a specified numtdsasis points, typically ranging
from 220 to 600 basis points over the LIBOR raté ftom 25 to 200 basis points over the prime rAtea result, we are exposed to market risk
in the event of interest rate increases. At DecerBhe2010, the one-month LIBOR and prime ratemigfrest were 0.26% and 3.25%,
respectively, and the interest rates in effect utite existing secured revolving development antstraction credit facilities ranged from 3.t
to 14.26%. During the past twelve months, thesesratere relatively stable. Since all projects ameently inactive by accounting standards,
any change in interest would be expensed in thiegeércurred.

In the past, the Company has generally financedeit®lopment and construction activities on a sirglmultiple project basis so it is not
uncommon for each project or collection of projebis Company develops and builds to have a sepenedé facility. Accordingly, the
Company typically has had numerous credit facii@d lenders. As described in more detail beloWegember 31, 2010 our outstanding
by lender was as follows:

Balance as ¢
Bank 12/31/10 Recourse
KeyBank $ 10,57¢ Secure
Wachovia 20t Unsecure
Guggenheim Capital Partne 6,40( Secure
M&T Bank — Cascade 1,01¢€ Secure
M&T Bank 49€ Secure
Cornerstone (Haven Trus 40C Unsecure
Bank of Americe 3,88t Unsecure
Fifth Third 25 Unsecure
Branch Banking & Trus 263 Secure
Seller- Emerald Farn 10C Secure
23,36
Due to affiliate Stonehenge Fundir 5,00¢ Unsecure
Total $ 28,37¢

At December 31, 2010, the Company had $10.6 mihotstanding to KeyBank under a credit facility wed by the Compang’Potoma
Yard project. This note matures in March, 2011. &frttie terms of the note there is an interest vesghich represents the amount by which
we can avoid cash payments of future monthly isteobligations by adding them to the principal baka At December 31, 2010 the available
balance in the interest reserve was approxima@g illion. While there are no financial covenaassociated with the loan, there are
curtailment requirements which the Company has lbegaring with the proceeds from settlements aBti@se project. The interest rate is
higher of LIBOR plus 5.0% or the prime rate plu8%.subject to a LIBOR floor of 2.0%. KeyBank hasesgl to increase the cash flow
available to the Company from settlements at therRac Yard project by providing the Company witlkeelerated releases equal to fifteen
percent of the net sales price. However, thesderated releases are subject to meeting a cumalatisimum sales requirement. Failure to
meet the cumulative minimum sales requirementmatiresult in an event of default but may resubt ireversion of the unit release provisions
whereby KeyBank will retain the entire net salésg@of sold units. On March 17, 2010, the Compamygleted the sale of land at its Station
View project located in Loudoun County, Virginiar 2.8 million. Since the KeyBank debt is securgdh®e Potomac Yard project and the
Station View land, the Company made a $2.2 milpoincipal payment to KeyBank related to the Stattiew sale. This note was repaid
through a refinancing that occurred in Februaryl2(Bee Subsequent Event Note 19 below.
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At December 31, 2010, the Company had approxim&@k million outstanding to Guggenheim Corporateding (“Guggenheim”)
relating to the Company’s Penderbrook Condominiuajgat. On August 20, 2008, Guggenheim issued @aof default to the Company
regarding a purported default. The Company subselyuentered into a loan modification and forbeamagreement whereby Guggenheim
agreed to forgo any remedies it may have had wipect to the alleged default. On September 18,286 Company entered into a third
amendment to the loan agreement with Guggenheimhioh Guggenheim agreed to continue to forbear fesercising its rights related to the
defaults and make certain other modifications ®ltfan agreement. Other than a minimum numberle$ gger month and sales per quarter
requirement, the Guggenheim loan agreement anthitbe loan amendments contain no significant firdrmovenants. The key financial terms
of the third amendment increase the cash flow alkglto the Company through reduced principal paysi® Guggenheim as units are settled.
Specifically, the third amendment will provide tBempany with cash equal to 25% of the net saleepgmiovided the Company meets the
cumulative minimum sales requirements on a mordhlty quarterly basis. If the Company is unable tetrtitee minimum sales requirements, it
will not constitute an event of default but mayulegn a reversion to the unit release provisiangen percent (10%) of the net sales price of
sold units in accordance with the loan agreemeditfiast two amendments. The Company has met thémim sales requirement, as ament
as of December 31, 2010. The base interest raB{3R plus 200 basis points which is adjusted Ipaal in kind interest (“PIK”) which
accrues on a monthly basis on the loan. This Pl&rést varies from a high of 1200 to 200 dependipgn the number of units settled. For the
years ended December 31, 2009 and 2010 the Plistatgnt was 200 basis points added to the baseStadeld the loan be retired in any y:
prior to its maturity, the PIK adjustment is limdtéo 200 basis points. Based upon the number &$ gold at the Penderbrook project, this note
is scheduled to mature in September, 2011, bubeaxtended further based upon the satisfacti@nceftain number of additional units sold
14 days prior to the extended maturity date, butdrevent will it extend beyond March 2012.

At December 31, 2010, the Company had $1.5 milliotstanding to M&T Bank. On September 28, 2009 Gbempany entered into a
series of agreements with M&T with respect to tAe6$nillion of outstanding debt plus accrued ins¢@nd late fees. As a result of the
agreements, the Belmont Bay loan, with a princiqgdance of $6.1 million plus $0.5 million of accdu@terest and fees, was released in its
entirety and the Cascades Loan, with a principkrtzze of $1.0 million, was extended through Jan@dry2011. The Company also entered
into a non-interest bearing subordinated promissoitg in connection with the Belmont Loan in theoamt of $0.5 million with a three-year
maturity secured by the Cascades Project. Unddethes of the agreements, M&T Bank agreed to exteadnaturity date of the Cascades
Loan by forbearing on enforcing its rights withpest to collection of the debt until January 31120The Company also agreed to commence
current payment of interest due M&T Bank relatetht current principal balance of the Cascades L®ha Cascades Project contains a total
of 191 condominium units with the first phase o thascades Project (88 units) being completeddgZtdmpany in 2007. These amounts were
repaid in February of 2011. See subsequent eveotisiion below.

At December 31, 2010, the Company had $3.9 miltiotstanding to Bank of America (“BOA”) in a 10-yaawsecured note. In February
2010, the Company reached an agreement in pringifieBOA regarding the modification of the notelgrtailment terms. In connection
therewith, the Company agreed to pay an extensiernf $100 and BOA agreed to delay for one yeai, ianuary 2011, the commencemer
interest payments. The maturity date remains urgiddiat December 28, 2018. On February 25, 201G ohnepany entered into a Seventh L
Modification Agreement with Bank of America (“BOAtEgarding the modification of the terms of ondaerunsecured loan with an
approximate principal balance of $3,700,000 (“LafeCredit”). In connection therewith the Companyesgl to pay an extension fee of
$100,000 and BOA agreed to delay for one year| datiuary 2011, the commencement of repayments pfesviously unpaid interest accrui
since the date of the Compasyreviously reported modification of the Line ae@it in November 2008. The maturity date remaimshange:
at December 28, 2018. On February 1, 2011, the @agnpntered into the Eighth Loan Modification Agrent with Bank of America
(“BOA”) (the “Modification Agreement”). The Modifiation Agreement required payments of past interedtmodification fees of
approximately $175 thousand on February 1, 201igwivere paid in accordance with the agreement.
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The maturity date remains December 28, 2018. Carkssorequired to make monthly interest paymentgrbeng on February 28, 2011
through loan maturity. Commencing January 28, 281@® continuing on each and every month through Mez 28, 2018, Comstock is also
required to make monthly principal of approximat$87 thousand.

On December 23, 2009, Stonehenge Funding, LC (&Bteinge”), an entity wholly-owned by Christopherr@émte, the Chairman and
Chief Executive Officer of the Company, completkd purchase of the senior unsecured note from JPMRe current outstanding amount of
approximately $9.0 million, plus accrued and unpaidrest. The purchase of the JPMV note also teduh the transfer to Stonehenge of the
warrant previously issued to JPMV for the purchafsé.5 million shares of the Company’s Class A Camnrstock with a strike price of $0.07
per share (“JP Morgan Warrant”). In connection v8tonehenge’s purchase of the JP Morgan debt fRiviV] Stonehenge and the Company
entered into two separate subordination and stélratpteements for the benefit of the Company dadécured lenders, KeyBank and
Guggenheim. The subordination agreements allovfonehenge and the Company to negotiate permareatifications to the terms of the JP
Morgan Debt and provide KeyBank and Guggenheim aésurances that the Company will not make any icastest or principal payments
Stonehenge prior to the full repayment of loanth#n in connection with the Company’s Eclipse ardd@rbrook projects. On February 15,
2010 the Company entered into a Modification Agreetio modify the terms of the Company’s senioregnsed note with Stonehenge
Funding, LC (“Stonehenge”), an entity wholly-owngg Christopher Clemente, the Chairman and ChietHee Officer of the Company. On
December 23, 2009 Stonehenge acquired the sersecured note from JP Morgan Ventures (“*JPMV") whield a $9,000,000 principal
balance as described in the Amended and Restadedture between the Company and JPMV dated MarcBQD8 (the “JP Morgan Debt”).
Gregory Benson, the Company’s Chief Operating ©ffend a member of the Company’s Board of Directarbsequently purchased a
participation interest in the JP Morgan Debt areldR Morgan Warrant from the Subordinate Lender.

Under the terms of the Modification Agreement, $toenge has agreed to forgive $4,500,000 of theipahbalance due from the
Company under the JP Morgan Debt; reducing thecipéh balance by 50% to $4,500,000. Stonehengeagjszed to forgive an additional
amount due from the Company of approximately $8J®@presenting all past due interest, late fedspanalties accruing through
December 31, 2009 (“Interest and Loan Fees”) utidedP Morgan Debt. Stonehenge further agreedit@eethe interest rate, effective
January 1, 2010, by fifty percent (50%) to 300 basiints above the one year LIBOR on a floatingsh&s addition, to ensure the Company’s
ability to comply with certain restrictions placedon the Company by KeyBank and Guggenheim Corpdranding (collectively “Secured
Lenders”) in connection with previously announcean modifications enhancing cashflow to the Comp&tgnehenge agreed to allow all
future interest payments due from the Company utigedP Morgan Debt to accrue until at least 9G @dter the Secured Lenders have been
fully repaid. In connection therewith, Stonehengeynon a quarterly basis, elect to accept stoch@fCompany (or warrants for the purchase
thereof) with a cumulative value equal to the valtithe scheduled interest payment in lieu of aiogra future quarterly interest payment.

Further, the Modification Agreement provides foe #dimination or forbearance upon the enforceméati dinancial covenants contain
in the JP Morgan Debt and all previously reportedenant violations by the Company. The maturityedstthe JP Morgan Debt remains
unchanged at March 14, 2013, provided howevervtbéification Agreement provides the Company witlotaptional extension periods of six
months each to further assist the Company witbdtapliance with the restrictions of the Secureddezs.

9. COMMON STOCK AND WARRANTS

As discussed in Note 1, the Company immediatelgrd the IPO, had 4,333 and 2,734 shares ClagglBacommon stock outstanding.
Class A and B common stock shares bear the sammeméorights. However for voting purposes, Classtéck holders are entitled to one vote
for each share held while Class B stock holdereatiéled to fifteen votes for each share heldaAssult of the IPO, the Company sold 3,960
Class A shares of common stock. The Company alscesoadditional 594 shares of Class A common spackuant to the underwriters’
exercise of their over-allotment option. On JuneZ®5 the Company completed a follow-on offeringvhich 2,360 shares of Class A
common stock were sold to the public.
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On May 12, 2006, the Company completed a privadegrhent (the “PIPE”) to institutional and otherradited investors of 2,121 shares
of Class A common stock and warrants exercisaliteG86 shares of Class A common stock. The Compaluythe securities for $9.43 per
share for total proceeds of approximately $20,0@Dreet proceeds of approximately $18,700. The paresprice of $9.43 represented a
premium of approximately 14.6% to the closing pé¢he Company’s common stock on the date thehase was completed. The net
proceeds were used for general corporate purpdleswvarrants issued in connection with the PIPEeviise-year warrants exercisable at any
time after November 10, 2006 with an exercise poic®11.32 per share. The fair value of the wagdsgued under the PIPE have been
reported as equity instruments because the ligeiddamages, which are capped at 10%, reasonabsesyt the difference between the value
of a registered share and an unregistered shdhe @ompany’s common stock.

In February 2006 the Company’s Board of Directartharized the Company to purchase up to 1,000 shudrthe Company’s Class A
common stock in the open market or in privatelyotiged transactions. The authorization did noluide a specified time period in which the
shares repurchase would remain in effect. Duriegfelve months ended December 31, 2006, the Coymepuirchased an aggregate of 391
shares of Class A common stock for a total of $2@3$6.23 per share. There were no shares remeadtar the twelve months ended
December 31, 2010, 2009 or 2008 and the Compangdasmediate plans to repurchase any additioreleshunder the existing authorizat

In 2009, the Company’s Board of Directors approtredissuance of up to 600,000 warrants of the Coipalass A Common Stock to
settle outstanding trade debt. For the years eBeéegmber 31, 2010 and December 31, 2009, 264,812&h637 warrants, at an average
strike price of $1.11 and $0.79, were issued tidesetide debt of $432,049 and $318,114, respdygtifde Company recorded a gain of
$200,677 in 2010 and $237,103 in 2009. The waraeicise period begins on the date of executidhefelease agreement and ends 5 years
after the execution date. Since the inception effftogram, 446,449 warrants have been issuedateange strike price of $1.06. There are
153,551 warrants remaining under the authorization.

10. RELATED PARTY TRANSACTIONS

The Company entered into a lease agreement foolitorate headquarters at 11465 Sunset Hills RReston, Virginia with Comstock
Asset Management, L.C. (CAM), an entity wholly owlri®y our Chief Executive Officer. In October 20€7 lease agreement was amended
decreasing the total square footage from 24.1 tb 4@d extending the term to four years throughe3eper 2011. During the twelve months
ended December 31, 2010 and 2009 total payments $1€6 and $437, respectively. During the secomdtguof 2009, the Company began
deferring a portion of the base salary paymentaitaChief Executive Officer and our Chief Operatidfficer. At December 31, 2010 the
balance of the deferred compensation is $704.

On or about January 15, 2010, Comstock Propertyddament, L.C. (“CPM”), a subsidiary of Comstock Hmilding Companies, Inc.
(the “Company”), agreed to enter into a new threaryease with CAM, for the use of approximately &uare feet of office space at the
Company’s existing headquarters (the “Lease”). Fanmsto the terms of a separate early terminatidrease by and between CAM and the
Company (the “Lease Termination”), the Companyenatered approximately 15.7 square feet of spa€&td in exchange for (i) CPM’s
agreement to enter into the Lease for the redusadesand at a reduced rate; and (i) the issudrezevarrant to purchase up to 55 shares of the
Company’s Class A common stock at a strike priagétp the average of the closing stock price liertiventy days immediately preceding the
effective date of the Lease Termination in exchaogéhe forgiveness of approximately $110 in dgliant rent. The fair value of the 55
warrants was $25 which resulted in a gain of $&8dmed in the first quarter of 2010. Although CAlslsmo obligation to do so, it has allowed
us to accrue portions of our payment obligationsftime to time and has reduced the amount due froomder the agreements.

F-20



Table of Contents

The Company is party to agreements with I-Conre@, (I-Connect), a company in which Investor Masagnt, LLC, an entity wholly
owned by our Chief Operating Officer, holds a 25fgiest, for information technology and websitestdting services and the right to use
certain customized enterprise software developéid iwput from the Company. The intellectual propeights associated with the software
solution developed by I-Connect, along with any iayements made thereto by the Company, remainrtgepy of I-Connect. During the
twelve months ended December 31, 2010 and 200Bp@yanents were $66 and $86, respectively. AlthouGlennect has no obligation to do
so, it has allowed us to accrue portions of oumnpayt obligations from time to time and has redubedamount due from us under the
agreements.

Effective January 1, 2010, the Company entereddmew software license agreement with I-Connecthfe use of I-Connect’s
proprietary Builder's Co-Pilot software (the “Agraent”). Pursuant to the terms of the Agreementpm@ct has agreed to forgive
approximately $12 in delinquent payments in exclegiog a warrant to purchase up to 6 shares of tragany’s Class A common stock at a
strike price equal to the average of the closioglsprice for the twenty days immediately precedimg effective date of the Agreement and
Company will agree to make reduced monthly paymeh$6 for the use of the software for a term oh2dnths.

In connection with the purchase of the unsecuréd discussed in Note 11, Stonehenge acquired awtsor the purchase of 1,500,000
shares of the Company’s Class A Common Stock aiarcise price of $.70 per share. Thereafter, Siemge surrendered a portion of the
warrant representing 500,000 shares to the Comgamyseptember 14, 2010, the Company’s ChairmarCéief Executive Officer exercised
his right to purchase 855,000 shares of the Conipalgss A Common Stock for an exercise price @0$er share tendering approximately
$600 to Comstock. The purchase was accomplishedghrStonehenge.

See Subsequent Events Note 19 for additional cklzdety disclosures.

11. EMPLOYEE BENEFIT PLANS

The Company maintains a defined contribution ratgat savings plan pursuant to Section 401(k) ofriternal Revenue Code (the
“Code"). Eligible participants may contribute a fion of their compensation to their respectiveregtient accounts in an amount not to exceed
the maximum allowed under the Code. In January 20@6Company began matching employee contributidhs total amount matched for
the twelve months 2010, 2009 and 2008, was $25a8i%64, respectively. The Company also mainta@meBmployee Stock Purchase Plan
in which eligible employees had the opportunityptmchase common stock of the Company at a discdymmtee of 85% of the fair market
value of the stock on the designated dates of jmseeHJnder the terms of the plan, the total fairketavalue of the common stock that an
eligible employee could purchase each year wasdrtd the lesser of 15% of the employee’s annomdpensation or $15. The Employee
Stock Purchase Plan was discontinued in 2008. Vithites active, employees of the Company purchaseal, zero and 15,762 shares of
Class A common stock, for the twelve months endlagember 31, 2010, 2009 and 2008, respectively.
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12. RESTRICTED STOCK, STOCK OPTIONS AND OTHER STOCK PLA NS

Effective January 1, 2004, the Company adopteddinealue recognition provisions required in acating for share based payments.
Prior to December 14, 2004, the Company did nohspoany stock based plans.

On December 14, 2004 the Company adopted the 2604-Lerm Compensation Plan (“The Plaihe plan provides for the issuance
stock options, stock appreciation rights, or SAfRstricted stock, deferred stock, dividend equivalgbonus stock and awards in lieu of cash
compensation, other stotdased awards and performance awards. Any shateslissider the Plan vest typically over servicequirithat ranc
from one to five years. Stock options issued utidemplan expire 10 years from the date they aretgda

The Plan provided an initial authorization of 2,58tres of Class A common stock for issuance dadissbn automatic annual increase
equal to the lesser of (i) 3% of the Class A commstoick outstanding (ii) 750 shares or (iii) sucsskr amount as may be determined by the
Company’s Board of Directors. As of December 311, Qhere were 1.3 million shares available fondgsse the Plan.

The fair value of each option award is calculatediee date of grant using the Black-Scholes ogidcing model and certain subjective
assumptions. Because the Company does not haveientftrading history, expected volatilities arsbd on historical volatilities of
comparable companies within our industry. We egnfiarfeitures using a weighted average histofficdeiture rate. Our estimates of
forfeitures will be adjusted over the requisitevisr period based on the extent to which actudéftures differ, or are expected to differ, from
their estimate. The risk-free rate for the perisdsased on the U.S. Treasury rates in effecteatithe of grant. The expected term of options is
based on the simplified method which assumes ligapption will be exercised midway between theingsdate and the contractual term of
option. The Company is able to use the simplifiezthod as the options qualify as “plain vanilla”iops as defined by ASC 718 - Stock
Compensation. We issued no options in 2009. THeviiihg table summarizes the assumptions used tuledé the fair value of options during
2010 and 2008.

2010 2009
Weighted average fair value of options grar $ 1.41 $ 0.3¢
Dividend yields N/A N/A
Expected volatility 107.3%-164.5% 58.3%-60.1%
Weighted average expected volatil 136.0(% 59.45 %
Risk free interest rate 1.4€% 3.56%-3.87 %
Weighted average expected term (in ye 5 6.2€
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The following table summarizes information abowc&toption activity:

Weighted
average
exercise

Shares price
Outstanding at December 31, 2( 74¢ 0.81
Granted 10C 1.6¢
Exercisec (133) 0.71
Forfeited or expires (53 1.0C
Outstanding at December 31, 2( 663 0.94
Exercisable at December 31, 2( 14¢ $ 1.4¢
A summary of the Company'’s restricted share agtigifpresented below:

Weighted
average fair
value at date

Shares of grant
Restricted shares outstanding at December 31, — $ —
Granted 361 0.8¢
Vested (267) (0.75)
Forfeited — —
Restricted shares outstanding at December 31, 94 $ g

As of December 31, 2010, there was zero unrecodrmiampensation cost related to restricted stoalaisses granted under the Plan. The
Company intends to issue new shares of its comnuawk sipon vesting of restricted stock grants orekercise of stock options.

13. COMMITMENTS AND CONTINGENCIES
Litigation

On July 29, 2008 Balfour Beatty Construction, LISD¢cessor in interest to Centex Construction (‘®&alf), the general contractor for a
subsidiary of the Company, filed liens totaling epgimately $552,000 at The Eclipse on Center Parkddominium project (“Project”) in
connection with its claim for amounts allegedly aweder the Project contract documents. In Septe@®@8 the Company’s subsidiary filed
suit against Balfour to invalidate the liens andifs actual and liquidated damages in the apprateramount of $17.1 million due to
construction delays and additional costs incurnethe Company’s subsidiary with respect to the &bjin October 2008 Balfour filed
counterclaims in the approximate amount of $2.8ionil Subsequent to an expedited hearing filedheyGompany’s subsidiary to determine
the validity of the liens that was ultimately heard-ebruary 2009, we received an order of thetdouhpril 2009 invalidating the liens. . On
March 19, 2010, the Company’s subsidiary receivpdigment against Balfour in an amount of $11.98ion. On March 25, 2010, the
Company'’s subsidiary received notice of Balfountention to appeal the judgment and post a supeasdubnd in the amount of $12.5 million.
The appeal is pending with the United States Caluftppeals for the Fourth Circuit.
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Other than the foregoing, we are not subject toraaterial legal proceedings. From time to time, beer, we are named as a defenda
legal actions arising from our normal businessvés. Although we cannot accurately predict theoant of our liability, if any, that could
arise with respect to legal actions pending agaisstve do not expect that any such liability \wdive a material adverse effect on our financial
position, operating results and cash flows. Weelelithat we have obtained adequate insurance gmaights to indemnification, or where
appropriate, have established reserves in conmegiib these legal proceedings.

Letters of credit and performance bonds

The Company has commitments as a result of costemtered into with certain third parties, primatilcal governmental authorities, to
meet certain performance criteria as outlined Thstontracts. The Company is required to issuerketif credit and performance bonds to tl
third parties as a way of ensuring that such comeritts entered into are met by the Company. Thersettf credit and performance bonds
issued in favor of the Company and/or its subsiesamature on a revolving basis, and if called ofeéault, would be deemed material if
assessed against the Company and/or its subsgifariéhe full amounts claimed. Although in somegmstances we have negotiated with our
lenders in connection with foreclosure agreememtshfe lender to assume certain liabilities witbpect to the letters of credit and performance
bonds, we cannot accurately predict the amounbyfiability that could be imposed upon the Compaith respect to maturing or defaulted
letters of credit or performance bonds and it iscgrated that any such liability would likely haasematerial adverse effect on our financial
position, operating results or cash flows. At DebenB1, 2010 the Company has issued $528 in laifanedit and $2,526 in performance and
payment bonds to these third parties. No amounts haen drawn against these letters of credit anfpnance bonds.

14. FAIR VALUE OF FINANCIAL INSTRUMENTS

There are three measurement input levels for dat@rgfair value: Level 1, Level 2, and Level 3.iFealues determined by Level 1
inputs utilize quoted prices in active marketsifantical assets or liabilities that the Company thee ability to access. Fair values determined
by Level 2 inputs utilize inputs other than quopeites included in Level 1 that are observablelierasset or liability, either directly or
indirectly. Level 2 inputs include quoted prices $imilar assets and liabilities in active markeisd inputs other than quoted prices that are
observable for the asset or liability, such asrggerates and yield curves that are observalderatonly quoted intervals. Level 3 inputs are
unobservable inputs for the asset or liability, aradude situations where there is little, if anyarket activity for the asset or liability. An
asset’s or liability’s level within the fair valugerarchy is based on the lowest level of input thaignificant to the fair value measurement.

The carrying amounts reported in the consolidatddrize sheets for cash and cash equivalents, asa@eeivable, accounts payable and
accrued liabilities are reasonable estimates of thie values based on their short maturities. €agying amount of floating rate debt
approximates fair value.

The fair value of fixed rate debt is based on olmtgle market rates (level 2 inputs). The followtagle summarizes the fair value of fi
rate debt and the corresponding carrying valuéxefifrate debt as of:

December 31 December 31
2010 2009
Carrying amoun $ 9,60( $ 9,00C
Fair value $ 4,48¢ $ 2,00C

Fair value estimates are made at a specific poititrie, based on relevant market information alloefinancial instruments. These
estimates are subjective in nature and involve daicgies and matters of significant judgment ametéfore, cannot be determined with
precision. Changes in assumptions could signifigaaffect the estimates.
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The Company may also value its real estate helddeelopment and sale at fair value on a nonregyirasis if it is determined that an
impairment has occurred. Such fair value measuremese significant unobservable inputs and aresifiad as level 3. See Note 2 for a furt
discussion of the valuation technigues and thetspsed.

15. INCOME TAXES

Income taxes are accounted for under the assdiadnility method in accordance with ASC 740, “Aceting for Income Taxes,” (“ASC
740"). Deferred tax assets and liabilities are geiped for future tax consequences attributabldifferences between the financial statement
carrying amounts of existing assets and liabilitiad their respective tax basis. Deferred tax assd liabilities are measured using enacte
rates expected to apply to taxable income in tlesym which those temporary differences are exguettt be recovered or settled. The effec
the deferred tax assets and liabilities of a changax rates is recognized in income in the petiat includes the enactment date.

For the twelve months ended December 31, 2010 tmepany generated a tax loss of approximately $3dlidn for federal and state
tax purposes. Therefore, an effective tax rateeod zvas assumed in calculating the current incemexpense at December 31, 2010.

Income tax provision consists of the following dPecember 31 :

2010 2009

Current:

Federal $— $ —

State 11 (67)

11 (67)

Deferred:

Federal (548 (9,097

State (102 (1,697
(650) (10,789

Other

Valuation allowanct 65C 9,92¢

State franchise tax refur — —

Tax shortfall related to the vesting of equity ati& — —

Total income tax expense (bene $ 11 $ (929
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Deferred income taxes reflect the net tax effeEtemporary differences between the carrying ammohassets and liabilities for
financial reporting purposes and the amounts useth€ome tax purposes. Components of the Compateferred tax assets and liabilities at
December 31 are as follows:

2010 2009

Deferred tax asset
Inventory $ 4,71 $ 16,92¢
Warranty 33€ 27C
Investment in Affiliates — 38
Net operating loss and tax credit carryforwe 41,44 27,31«
Cancellation of debt gai 76C 2,387
Accrued expense 13C (84)
Stock based compensati (47) (36)

47,33¢ 46,81*

Less— valuation allowanc: (46,687) (46,039
Net deferred tax asse 65€ 782

Deferred tax liabilities
Depreciation and amortizatic (656) (7829
Net deferred tax liabilitie

Net deferred tax assets (liabilitie $ — $ —

As of December 31, 2007, the Company recorded tiatuallowances for certain tax attributes and ptteferred tax assets. At
December 31, 2010, significant uncertainty exisgrarding the future realization of these deferexdassets through future taxable income or
carry back opportunities. If in the future the Canp believes that it is more likely than not thetge deferred tax benefits will be realized, the
valuation allowances will be reversed.

The Company’s ability to use its NOLs and, in dertdarcumstances, future built-in losses and ddpten deductions can be negatively
affected if there is an “ownership change” as definnder Section 382 of the Internal Revenue Clodgeneral, an ownership change occurs
whenever there is a shift in ownership by more thapercentage points by one or more 5% sharetotiar a specified time period
(generally three years). Given Section 382’s brdeithition, an ownership change could be the umidésl consequence of otherwise normal
market trading in the Company’s stock that is al@f the Company’s control.

The Company currently has approximately $72,088ederal and State NOLs with a potential value ofau$25,229 in tax savings. If
unused, these NOLs will begin expiring in 2028. Bnthternal Revenue Code Section 382 rules, ifamgh of ownership is triggered, the
Companys NOL asset and possibly certain other deferreésarts may be impaired. We estimate that as afrbleer 31, 2010, the cumulat
shift in the Company’s stock would not cause anammpent of our NOL asset. However, if an ownerstlipnge were to occur due to the
Company'’s valuation allowance on its net defereedassets, a Section 382 limitation is not expetttadaterially impact the Company’s
financial position or results of operations as ecBmber 31, 2010. Additionally, if an ownershipraawere to occur, the application of
Section 382 may require the Company to reducedssgdeferred tax assets related to its NOLs asdilply other deferred tax asset balances.

We file U.S. and state income tax returns in judgdns with varying statutes of limitations. Th@dB through 2010 tax years generally
remain subject to examination by federal and miagegtax authorities.

F-26



Table of Contents

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

2010 2009
Federal statutory ra 35.0(% 35.0(%
State income taxe— net of federal benef 3.97% 3.97%
Permanent difference (39.99% 0.C%
Change in effective tax ra 0.C% 0.C%
Tax reserve 0.C% 0.C%
Tax shortfall related to the vesting of certainiggawards 0.C% 0.C%
Change in valuation allowan: 8.6€% (35.86%
Tax benefil 7.65% 3.11%

16. QUARTERLY RESULTS (unaudited)
Quarterly results for the years ended Decembe2@1) and 2009 follow (in thousands, except peresharounts):

Three months ended

March 31, Septembe Decembe

June 30,
2010 2010 30, 2010 31, 2010
Revenue: $ 9,13¢ 6,42¢ 5,58¢ $ 2,69t
Operating los: (1,72%) (1,889 (3,599 (1,525
Pretax income (los (892 (1,849 (3,42¢ (2,525
Net income (loss (892) (1,849 (3,429 (1,536
Basic earnings (loss) per shi (0.05) (0.10) (0.19) (0.0¢)
Diluted earnings (loss) per sh (0.05) (0.10 (0.1¢) (0.0¢)

Three months endec

March 31, Septembe Decembe

June 30,
2009 2009 30, 2009 31, 2009
Revenue: $ 4,957 2,60¢ 11,79¢ 3,812
Operating los! (2,847 (17,827 (689) (1,880
Pretax income (los: (2,48¢) (17,919 2,201 751
Net income (loss (2,64%) (27,749 2,27¢ 1,35¢
Basic earnings (loss) per shi (0.15) (1.58¢) 0.1z 0.0¢
Diluted earnings (loss) per shz (0.1%) (1.59) 0.1z 0.0¢

Quarterly and year-to-date computations of peresharounts are made independently. Therefore, theo$yper share amounts for the
guarters may not agree with per share amountfiéoye¢ar due to rounding.

17. TROUBLED DEBT RESTRUCTURING

On February 12, 2010, the Company executed a |aadifization agreement with Stonehenge Funding (i8kenge”), an entity wholly-
owned by Christopher Clemente, the Chairman andfExecutive Officer of the Company, with respecapproximately $9.0 million of
unsecured debt. Under the terms of the agreememteBenge agreed to forgive $4.5 million of thegipal balance due from the Company,
reducing the remaining principal balance by fifgrgent (50%) to $4.5 million; and to forgive allspaue interest, late fees and penalties
accruing through the date of the agreement. Theeagent further provides that effective January0102 the interest rate is reduced by
approximately fifty percent (50%) to 300 basis peiabove the one year LIBOR rate. Stonehenge nmag,quarterly basis, elect to receive
stock of the Company (or warrants for the purchihseeof) in an amount equal to the value of theedaked interest payment. Stonehenge has
also agreed to eliminate or forbear upon the epfoent of all financial covenants. The maturity daftéhe debt remains unchanged at
March 14, 2013. The negotiations regarding the loaxification agreement were handled by the inddpehmembers of the Board of
Directors of the Company. The gain on this trarieadvas accounted for as a troubled debt restringfumodification of terms pursuant to A!
470.
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Principal amount of debt prior to restruct $ 9,00(
Interest 3,745
Carrying amount of debt at December 31, 2 12,74
Less: principal amount of debt after restruct 4,50(
Less: future interest liabilit 554
Gain on troubled debt restructuri $ 7,68¢

Cancellation of indebtedness by a related pardgé®unted for as a capital contribution. As a tesé gain on troubled debt
restructuring of $7,689 was credited to additiquetl in capital during the three months ended M&%th2010.

To date Comstock has issued to Stonehenge apprietin®8 thousand shares of the Company’s Class ®arGon Stock with a stock
price of $1.40 in satisfaction of approximately $d6nterest. At December 31, 2010 the Company$&a08 outstanding to Stonehenge
Funding, which represents the December 31, 20Gthbalof $12,743 less the gain on troubled dehtuetsiring of $7,689 recognized in the
first quarter of 2010, and the $46 in interest pai€@omstock shares.

18. DECONSOLIDATION OF SUBSIDIARIES

On August 17, 2009, the Company entered into acfosere agreement (“Agreement”) with Wachovia Baiith respect to
approximately $17.8 million of secured debt, acdrirgerest and fees. Under the terms of the Agre¢ntiee Company agreed to cooperate
with Wachovia with respect to its foreclosure onta@i@ of the Company’s real estate assets. InmeiMachovia agreed to release the Company
from their obligations and guarantees relatind®$17.8 million of indebtedness contemporaneotls the execution by the Company of a
non-interest bearing, unsecured deficiency notalpl@yto Wachovia in the amount of approximatel\8$tillion. The deficiency note was
reduced by the principal payments related to aeftames sold by the Company. As of December 319,20@ deficiency note balance was
$205 and the debt from which the Company was retkapon deconsolidation of the assets was $15IBmil

In June 2009, the FASB issued SFAS No. 167, “Amestdmto FASB Interpretation No. 46(R),” (codified“ASC 810”). ASC 810
amends existing consolidation guidance for variaiitlerest entities, requires ongoing reassessmatatermine whether a variable interest
entity must be consolidated, and requires additidisalosures regarding involvement with variabigerest entities and any significant changes
in risk exposure due to that involvement. ASC 8H3wdopted by the Company on January 1, 2010.résudt of the adoption of this new
accounting principle, the Company determined thatis no longer the primary beneficiary of the &bl interest entities that held the real
estate assets and related Wachovia debt. Thisugiaolwas based on the Company’s loss of powex rasult of the foreclosure agreement, to
direct the development and sale activities mostigant to the economic performance of the ergitiose primary asset is the land. Further,
as a result of the foreclosure agreement, the Coynpas been relieved of any obligations with respethe assets of the property and will not
participate in any of the profits or losses relatethe ultimate disposition of the property. Then@any’s obligations are limited to the $205
deficiency note (which is an obligation of the pdreot the subsidiary) and certain warranty lidigiti described below. As these gains or losses
will be absorbed by Wachovia, it appears that thaye the controlling financial interest and an @éion to absorb losses that may be
significant to the variable interest entities. Sitke Company is no longer the primary benefictdrthe variable interest entities, it is required
to deconsolidate them, including the debt outstagdbllateralized by the real estate assets asmfaly 1, 2010, the effective date of the
pronouncement. In accordance with ASC 810, the Gumpecognized a gain on the deconsolidation medsas the difference between the
carrying value of the net liabilities deconsolidhtnd their fair value which was
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deemed to be zero. The Company has recognizedcamivalling interest of $123 related to warrantgerves on previously sold homes for
which the Company is still responsible. This amdue been included in accounts payable and otglifies. As required by the transition
provisions of ASC 810, the gain has been recordeal@mulative effect of a change in accountinggipie to the January 1, 2010 opening
retained earnings balance. The amount of the gaialculated in the table below:

Fair value of consideration receiv $—
Fair value of any retained noncontrolling investtriarformer subsidiarie 123
Carrying amount of any noncontrolling interesthie former subsidiarie (129
Total consideration receive —
Carrying amount of former subsidiaries net lialwht 93€
Gain on deconsolidation of subsidiar $ 93¢

Wachovia Bank has foreclosed on all but one of$sets having an approximate fair value of appratetg $800 thousand as of
December 31, 2010.

19. SUBSEQUENT EVENTS
Eclipse on Center Park Refinancing

On February 2, 2011, Comstock Homebuilding Companie., through a subsidiary called Comstock PamMard, L.C. (the
“Borrower”), entered into a new inventory term loagreement (“Eagle Loan Agreement”) with Eagle Béhkender”) pursuant to which the
Borrower secured an Eleven Million Eight Hundreéty=rhousand Dollar ($11,850,000) loan with a thyear term (the “Eagle Bank Loart9
refinance the Company’s Eclipse on Center Park @omdgium project in Arlington, Virginia (the “Proj&€g. Proceeds from the Eagle Bank
Loan were primarily utilized to pay off existingdabtedness owed to Key Bank, N.A in advance dflasch 14, 2011 maturity. Under the
terms of the loan agreement, the Eagle Bank Loavigs for an initial interest rate of Prime plustpercent (2%) with an interest rate floo
seven percent (7%). The Borrower is required toemaknthly payments of interest only to Lender i éxtent not offset by an interest res
initially set aside for the benefit of Borrower,caa minimum principal curtailment payment of FivélMn Five Hundred Thousand Dollars
($5,500,000) no later than eighteen (18) montHsviohg the closing of the Eagle Bank Loan (the “Minm Principal Curtailment”). The
Eagle Bank Loan also has a minimum sales pacerssqgant requiring the Borrower to sell a minimunsid (6) units every six (6) months, on
a cumulative basis. There is no prepayment peaakgciated with the Eagle Bank Loan, which is sstby a first deed of trust on the
property. The Company, and each of Christopher €fes) the Chief Executive Officer of the Compang &regory Benson, the Chief
Operating Officer of the Company (the “Officersiipve fully guaranteed the Eagle Bank Loan. Thed®ffguaranties are reduced to fifty
percent (50%) of the outstanding principal amounhe Eagle Bank Loan, from time to time, upon bia@pening of certain events, including
the satisfaction of the Minimum Principal Curtailmbeln connection with the Officers’ limited guatgrof the Eagle Bank Loan, the Officers
and the Company entered into a Credit Enhancenmehtr@lemnification Agreement on February 17, 2ah# (Indemnification Agreement”)
providing for full indemnification of the Officeilsy the Company against future losses incurredrasudt of their guaranty of the Cardinal Lc
or the Eagle Bank Loan. Pursuant to the IndemniiosAgreement, the Officers, on an aggregate basésentitled to a credit enhancement fee
(“Credit Enhancement Fee”) from the Company for@adinal Loan and the Eagle Bank Loan calculatedrate of four percent (4%) per
annum based on the lesser of (i) the combinedandstg balance of the Cardinal Loan and the EaglekR.oan at the end of each month, or
(i) such Officer's maximum guaranty exposure imeection with the Cardinal Loan and the Eagle Blamén. One-half of the Credit
Enhancement Fee is payable monthly, in arrearsthentemaining half is deferred and payable onrerual basis.
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Cascades Apartment Project

On January 31, 2011, Comstock Cascades I, L.€upaidiary of the Company (“Cascades II") entered a private placement whereby
Cascades Il raised working capital in the amouriftwd Million Three Hundred and Fifty Thousand Do4$2,350,000) (the “Private
Placement”) related to the planned constructioa 3 unit apartment project located in the Cascauester planned community in Loudoun
County, Virginia (the “Cascades Apartments”). Ggtamount $2.1 million was received during the yeaded December 31, 2010 and is
reflected within Restricted Cash on the balancetshiroceeds of the Private Placement, are toilimedt(i) to provide sufficient capital need
to secure project financing for the Cascades Apamts) (ii) to retire a portion of the existing ifdedness owed to M and T Bank (“M&T”) in
relation to the Cascades Apartments project, anddireimburse the Company for prior expendituregirred on behalf of the project.
Participants in the Private Placement included lated third party investors along with several memskof the Company’s Board of Directors,
as well as the Chief Operating Officer, Chief FiciahOfficer and General Counsel of the Company.

On February 11, 2011, Comstock Cascades Il, Li@.‘Borrower”), a subsidiary of Comstock HomebuilgiCompanies, Inc. (the
“Company”), entered into a Loan Agreement (the ‘tihaal Loan Agreement”) with Cardinal Bank (“Lendgpursuant to which the Borrower
obtained an Eleven Million Dollar ($11,000,000) tdé&mily construction loan and mortgage with agfiyear term (the “Cardinal Loan”).
Proceeds from the Cardinal Loan shall (i) fundabestruction of a 103 unit apartment project lodatethe Cascades master planned
community in Loudoun County, Virginia (the “Cascadgpartments”) and (ii) retire existing indebtedne$ the Company owed to M and T
Bank (“M&T”) having a maturity date of February 12011 and which was secured by a first deed of tmshe real property upon which the
Cascades Apartments will be constructed. The Cakdiman, secured by a new first deed of trust enpitoperty, has an initial interest rate of
Prime plus two percent (2%), with an interest feder of six and one-half percent (6.5%), converddigr eighteen (18) months to four hundred
twenty-five (425) basis points over the five (5pyswap rate with an interest rate floor of fivegeat (5%) and a ceiling of eight percent (8%).
Under the terms of the Cardinal Loan AgreementQhgdinal Loan shall be amortized in accordancé &i5.5%, 25-year schedule, with
amortization to begin eighteen (18) months after@ardinal Loan closing and has a two percent (@%¥payment penalty if paid within the
first or second year of the Cardinal Loan and amereent (1%) prepayment penalty if retired intthied or fourth year of the Cardinal Loan.
The Cardinal Loan requires debt service coveraDER”) of (i) 1.0 to 1.0 no later than twenty-fo4) months from the date of the Cardinal
Loan closing, (ii) 1.15 DCR no later than thirty$86) months from the date of Cardinal Loan clgsiand (iii) 1.25 DCR no later than forty-
eight (48) months from the date of the CardinalrLobsing. The Company has fully guaranteed theli@al Loan. Christopher Clemente, the
Chief Executive Officer of the Company and GregBgnson, the Chief Operating Officer of the Compéagch an “Officer”), also provided a
limited guaranty in connection with the Cardinalalnoof up to Six Million Eight Hundred Thousand Go# ($6,800,000), subject to further
reduction upon the satisfaction of certain enuneerabnditions set forth in the Cardinal Loan Agreaimin connection with the Officer’s
limited guaranty of the Cardinal Loan, and in castimn with the Company’s entry into a loan with EaBank more fully discussed in the
Company’s Form 8-K filed on February 2, 2011 (tBmgle Bank Loan”), the Officers and the Compangett into a Credit Enhancement and
Indemnification Agreement on February 17, 2011 (thdemnification Agreement”) providing for full demnification of the Officers by the
Company against future losses incurred as a rekthieir guaranty of the Cardinal Loan or the Edggek Loan. Pursuant to the
Indemnification Agreement, the Officers, on an @&ggite basis, are entitled to a credit enhancereer(t€redit Enhancement Fee”) from the
Company for the Cardinal Loan and the Eagle BardnlLealculated at a rate of four percent (4%) pauenbased on the lesser of (i) the
combined outstanding balance of the Cardinal Loahthe Eagle Bank Loan at the end of each monttii))auch Officers maximum guarant
exposure in connection with the Cardinal Loan drdEagle Bank Loan. One-half of the Credit Enharergrfree is payable monthly, in
arrears, and the remaining half is deferred anélplayon an annual basis.
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On February 1, 2011, the Company entered into ifletk Loan Modification Agreement with Bank of Anea (“BOA”) (the
“Modification Agreement”). The Modification Agreemerequired payments of past interest and moditiodees of approximately $140
thousand on February 1, 2011, which were paid do@ance with the agreement. The maturity date irsiaecember 28, 2018. Comstock is
required to make monthly interest payments whiaheruily approximate $8 thousand per month beginomgebruary 28, 2011 through loan
maturity. Commencing January 28, 2012 and contgnoim each and every month through November 28, ,20@8stock is required to make
monthly principal and modification fee paymentsapproximately $43 thousand.
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Exhibit 10.95
LOAN AGREEMENT

THIS LOAN AGREEMENT (as amended, modified or suppésted from time to time, theAgreement”), dated as of the day of
January, 2011, by and betwedeAGLEBANK (the “Lender "), and COMSTOCK POTOMAC YARD, L.C. , a Virginia limited liability
company (the Borrower "), recites and provides:

RECITALS:

Subiject to the terms of this Agreement, Lenderegyte make a loan (theLban ") to Borrower, as more particularly described in
Section 1.1 below, for the refinance of certaindmminium units (the “Units”) and related undividpercentage interests in the common
elements (the “Common Elements”) in the condominkimwn as The Eclipse on Center Park (the “Condamif) located at 3600 and 3650
South Glebe Road, Arlington, Virginia and more mattrrly described in Exhibit Attached hereto (theProperty ). The proceeds of the loi
will be used (i) to pay off a certain existing loghe “Key Bank Loan™) from Key Bank to the Borr@win the amount of up to but not in
excess of $10,800,000.00 for principal, interest atmer charges due thereon, (ii) an interest vesterbe established pursuant to the terms of
this Agreement, and (iii) such Loan closing costshee Lender may approve in an aggregate amounb msiceed $300,000.00. Any amounts
required to pay off the Key Bank Loan in exces$10,800,000.00, any amounts necessary to fundlithiuinterest reserve hereinafter set
forth, and any Loan closing costs in excess of $FBIMOO shall be paid by Borrower from Borrowensofunds at the Loan closing.

AGREEMENT

ACCORDINGLY, for and in consideration of the muteavenants set forth in this Agreement, and foeogfood and valuable
consideration, the receipt and sufficiency of whach acknowledged, Lender and Borrower agree s

SECTION ONE
THE LOAN

1.1 Amount. The maximum principal amount of the Loan whichyrba outstanding at any one time shall not exceedetsser of:
(i) Eleven Million Eight Hundred Fifty Thousand ahd/100 Dollars ($11,850,000.00) or (ii) fifty-fiygercent (55%) of the “as is” value of the
Property pursuant to the Appraisal (hereinaftemaef) and any appraisal(s) which may be engagdcehger from time to time subsequent to
the closing on the Loan, which appraisal(s) mustadtesfactory to the Lender in its sole and absofliscretion (a “Future Appraisal”), or
(i) seventy percent (70%) of the “discounted cflelv value” of the Property pursuant to the Appedior any Future Appraisal determined in
accordance with a formula satisfactory to the Lemalés sole and absolute discretion. The Loar gl evidenced by a Deed of Trust Note
made by the Borrower payable to the order of thadiee (as the same may be further amended, renegstdted, supplemented or substituted
from time to time, the Note™”).

1.2 Guarantor Christopher Clemente and Gregory Benson (thalividual Guarantors ”) and Comstock Homebuilding Companies,
Inc. (the “Entity Guarantor "), jointly and severally (collectively, jointly ahseverally, the Guarantor ") shall guaranty the payment and
performance of Borrower’s obligations, covenantd agreements under the Loan, as evidenced by the Documents (hereinafter defined),
which guaranty shall be evidenced by one or masruments of unlimited, unconditional, joint andeel guaranty of payment and
performance from each Guarantor for the benefitasfder, in form and substance satisfactory to Lefd#lectively, the “Guaranty ”).
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1.3 Term. The Note shall mature upon the earlie(ipthirty-six (36) months after the date of closing on thar.or (ii) the occurrence
a Transfer (as defined in Section 5.15 hereof) ‘(ihaturity”). It is acknowledged and agreed thatwithstanding any provisions herein or in
that certain Commitment Letter dated December Q02ssued by Lender to the Borrower, the Borrolaes not applied for, nor has the
Lender made any commitment with respect to, angreston of such Maturity. Upon any application farextension, any approval of an
extension on any terms would be contingent uporugiial and customary underwriting procedures ofdBank, including without limitation,
the approval of the loan committee of EagleBank.

1.4 Interest RateCommencing on the closing of the Loan, the unpaiidcipal balance of the Note outstanding frometita time shall
bear interest at the floating rate equal to twaeet (2.0%) above the Prime Rate of interest plibtisn the Money Rates section of The Wall
Street Journdrom time to time. The interest rate shall be ajdsas and when any change in the “Prime Rsttall occur, which may be dalil
If the Prime Rate becomes unavailable during the t# the Loan, Lender may designate a substapggjlivalent alternative index after
notice to Borrower. Interest shall be calculateidgiss 360-day year, based upon the actual numbaayaf for which the calculation is being
made. Notwithstanding the above, in no event shalNote bear interest at a rate below the flomrast rate of seven percent (7%) per annum.

1.5 FeesBorrower shall pay Lender a fee of one percent (&f4he principal amount of the Loan. Borrower pagl $50,000.00 toward
the loan fee prior to the closing of the Loan. Ampaid balance of the loan fee shall be due andlgayo Lender upon closing of the Loan.

1.6 Collateral The Loan shall be secured by, among other thihgsfollowing:

0] A first lien deed of trust, security agreement éirtlire filing (as the same may be further amendestated, supplementec
substituted th* Deed of Trust”) on the Property

(i)  An Assignment of Leases and Rents (as the samebe further amended, restated, supplementedbstituted the Leases
Assignment”) on the Property

(i)  a Collateral Assignment of Interest Reservecéunt made by the Borrower for the benefit ofltkader (as the same may be
amended, restated, supplemented or substitute Account Assignment’);

(iv)  an Assignment of Sales Contracts and Security Deposde by the Borrower for the benefit of the den(as the same m
be amended, restated, supplemented or substith&" Contracts Assignment”);

v) an Environmental Indemnity Agreement made byrBoer and Guarantor for the benefit of Lendertfessame may be
amended, restated, supplemented or substitute* Environmental Indemnity ).

1.7 Loanto-Value Ratio. At closing, the Property shall have a requirddén to Value Ratio” of not greater than the lesser of the
following values (“Required Value™): (i) fifty-five percent (55%) of the “as is” vak of the Property pursuant to the Appraisal, ipséventy
percent (70%) of the “discounted cash flow valukthe Property pursuant to the Appraisal determineatccordance with a formula
satisfactory to the Lender in its sole and absddigeretion (the ratio of the outstanding principalount of the Loan to the Required Value
determined as aforesaid, being the maximum Loafatoe Ratio and herein called thé/LTV ”). If at closing the loan-to-value ratio of the
Loan exceeds the MLTV, then the amount of the Ltoelpe advanced shall be reduced to an amount thetsnthe MLTV. If at any time
following closing the loan-to-value ratio of thedmto the Required Value shall exceed the MLTVgelasn any Future Appraisal (to be
engaged by Lender from time to time at the soleeagp of Borrower), which appraisal(s) shall besattory to Lender in all respects, in
Lenders sole, absolute and unreviewable discretion, threddver shall make a principal curtailment under tloan, in such amount as requi
in order to meet the MLTYV ratio, within thirty (3days after written notice to Borrower. Lender agréhat it will not engage Future Appraisals
more often than on an annual basis, unless reqfaraeégulatory reasons or following the occurren€any Event of Default (as hereinafter
defined in Section 6.1).




1.8 Interest Reserve; Interest Reserve Account

(@)

(b)

(©)

(d)

From the proceeds of the Loan, the amount eé®élundred Fifty Thousand and No/100 Dollars ($@80.00) shall not be
disbursed but shall be reserved by the Lendehfmpayment of interest on the Loan (tHaterest Reserve’) until such reserve is
exhausted. Notwithstanding the foregoing or anyision of any of the Loan Documents to the contréimg Lender shall not be
obligated to make any disbursements from the IstdReserve if any Event of Default shall have oemdlirand further,
notwithstanding the foregoing or any provision of @f the Loan Documents to the contrary, nothiogtained herein shall be
deemed to release or in any way to relieve thedaer from its obligation under the Note to pay it as provided in the Note.
Each disbursement from the Interest Reserve sbafititute a disbursement of principal of the Load ahall be added to the then
outstanding principal balance of the Lo

As a condition of the Loan, the Borrower shall bBth and maintain with the Lender a deposit actgine” Interest Reserve
Account”). If the amount in the Interest Reserve Accowgfether with any undisbursed amounts of the Int&eserve is less than
Five Hundred Thousand and No/100 Dollars ($500@@0the “Threshold Reserve Amount’) at any time, then as a condition of
the release of any Unit from the lien of the Deédmust, Borrower shall, in addition to paymenttbé Unit Release Payment (as
defined in the Deed of Trust), deposit into thestast Reserve Account an amount equal to ten pie(b@%) of the Net Settlement
Proceeds (as defined in the Deed of Trust) (thete€rest Reserve Deposit). If there are insufficient Net Settlement Prods¢o
meet the required Interest Reserve Deposit aftgmpat of the Unit Release Payment, the Borrowell pag any deficiency from

its own funds for deposit in the Interest Resergedunt (any amounts paid from the Interest Res@pogmunt do not constitute a
part of the Interest Reserve and shall not be ati#dte principal balance of the Loan). At or priorclosing on the Loan, Borrower
shall execute and deliver to Lender the Accounigksaent, pledging the Interest Reserve Accounbélateral for the Loan. So
long as no Event of Default has occurred and igicoimg under the Loan, prior to advancing fundsiirthe Interest Reserve, funds
from the Interest Reserve Account will be usedtfierpayment of interest on the Loan in accordaritetive terms of the Loan
Documents until such account is exhausted. Howexgwithstanding any provision hereof to the cantraender shall not be
obligated to permit any withdrawals for interesyp@nts from the Interest Reserve Account if anyriEwé Default shall have
occurred and is continuing, and nothing containeein shall be deemed to release or in any waguelBorrower of its obligation
under the Note to pay interest as therein providedhermore, all or any part of the amount frometito time on deposit in the
Interest Reserve Account may be appropriated apliegito the amounts outstanding under the Loaangttime, in Lender’s sole
discretion, upon any Event of Defal

If the Borrower makes a payment of interest attle@s (2) business days prior to a Payment Datel¢fised in the Note), n
disbursement from the Interest Reserve will be matteerwise, on the Payment Date, the Lender ailise interest to be paid first
from the Interest Reserve Account until exhaustedirgext from the Interest Reser

The Borrower may, at its option, deposit adxditil funds in the Interest Reserve Account so asdet the Threshold Reserve
Amount and avoid the requirement for making anrkgeReserve Deposit as a condition to releasdJfia
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1.9 Deposit Relationship/Minimum Deposit Requiremehs a condition of the Loan, the Borrower shallimtain its primary operating
account with the Lender throughout the term ofltban. In addition, the Borrower, Guarantor andliatiés shall collectively maintain a
minimum monthly average minimum aggregate “corgiasit balance with the Lender in an amount equat teast One Million Dollars
($1,000,000.00) (the Compensating Balance Requirement), to be tested semi-annually for each previous-twarter periods, with the first
such test to be calculated for the two quarteréngndline 30, 2011. Such balance will be calculaghcluding demand deposit and money
market accounts of Borrower, Guarantor and aféabut shall not include certificates of deposihed by Borrower, Guarantor or affiliates.
Upon any failure to comply with the foregoing Compating Balance Requirement, the Lender shall bideghto collect a fee in an amount
equal to five percent (5%) of the variance betwtbenamount of the Compensating Balance Requirearahthe actual aggregate average
compensating balance for such two-quarter periog ‘(Variance Fee”). Failure of Borrower to pay the Variance Feehnitthirty (30) days
after notice from the Lender shall, at the Lendepson, constitute an Event of Default under tliah Documents. The measurement of the
foregoing deposit requirement shall not include degosit existing at EagleBank prior to the Loasstig; provided, however, the
measurement shall include the amount on depo#ikiinterest Reserve Account.

1.10 Minimum Sales Requirement; Freddie/Frannigikility .

(&) As a condition of the Loan, the Borrower shall efiméo and close under sales contracts on at t&a$6) Units every si:
(6) months, with the first such six (6) month pdrinding on the date that is six (6) months afterdosing of the Loan. Such sales
contracts shall be acceptable to the Lender ireaflects, provided that the Lender shall not uorestsly withhold its approval of
any sales contract for a price of at least Fourdied Four and No/100 Dollars ($404.00) per squaoé 1f more than six (6) Units
are sold within any such sixonth period, the excess shall carry forward tsfaall or a portion of the foregoing sales regquiient
for any ensuing six-month period and continuingaarumulative basis for until Maturity of the Lodrailure of the Borrower to
comply with the foregoing sales requirement stalthe Lende' s option, constitute an Event of Default underltban Documents

(b) In order for the financing of sales of the Wrtib be eligible for Freddie Mac and Frannie Maaificing, no more than thirty-two
(32) of the Units may be sold to purchasers foegtment purposes and who do not intend to occugpytiit(s) being sold.

1.11 Stonehenge Subordination Agreemeénis understood and acknowledged that the E@iiarantor has borrowed funds from
Stonehenge Funding, an entity controlled by IndimidGuarantor Christopher Clemente (thgténehenge Loarf). Individual Guarantor
Christopher Clemente shall be entitled to receaynents under the Stonehenge Loan so long asitheoeEvent of Default and he maintair
minimum liquidity of Six Million Dollars ($6,000,0D00) as set forth in the Guaranty for Christopblemente. Individual Guarantor Gregory
Benson shall be entitled to receive payments utideBtonehenge Loan so long as there is no Evddefaiult and he maintains a minimum
liguidity of One Million Dollars ($1,000,000.00) ast forth in the Guaranty for Gregory Benson.

SECTION TWO
PAYMENTS, COMPUTATIONS, FEES, CHARGES AND PROTECTH\ADVANCES

2.1 PaymentsAll payments due with respect to this Agreemarthe Loan shall be made in immediately availableds to Lender at
such place as designated by Lender from time te.tlrender is authorized, but shall be under nagekibn, to charge any deposit account
maintained by Borrower with Lender or any affilimeLender for any payments due to Lender with eespo this Agreement or the Loan.
Payments shall be applied, at Lender’s sole disere{i) first, to payment of accrued and unpaid
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interest, if any; (ii) second, to payment of aninpipal then due, if any; (iii) third to late chasg if any; (iv) fourth, to reasonable attorrefee:
and costs of collection; and (v) fifth, to redube pbutstanding principal balance of the Note wuéh principal shall have been fully repaid. All
payments hereunder shall be made without offsetadel, counterclaim, deduction, abatement, defemsecoupment, each of which Borro
hereby waives.

2.2 Late Chargeslf any payment due under the Note is not madbkiwten (10) days of its due date, Borrower shayl to Lender upon
demand (which may be in the form of the usual migritilling or invoice) a late charge equal to figercent (5%) of the amount of such
payment.

2.3 Default Rate After an Event of Default (hereinafter definetlle interest which accrues on the Note shall beeased to the Default
Rate (as defined in the Note).

2.4 Computationsinterest and fees on the Loan shall be computeti@basis of a year of three hundred sixty (3§ and actual da
elapsed.

2.5 Prepayment. The Borrower may prepay the Notehiole or in part without premium or penalty at dimye upon ten (10) days’ prior
written notice to Lender. Partial prepayments shalbpplied to installments of principal in theivérse order of maturity. Amounts prepaid
hereunder may not be reborrowed.

2.6 IndebtednessAs used in this Agreement, the terrmtiebtedness’ means all present and future indebtedness ofdwer to Lender
arising out of or in connection with the Note oyani the other Loan Documents.
SECTION THREE
CONDITIONS

3.1 Conditions Precedent to Closinim addition to any other conditions stated irs tAgreement or the Commitment Letter, the following
conditions must be satisfied prior to Lender clgsim the Loan.

(a) Loan DocumentsReceipt by Lender of appropriately completed dualy executed originals of this Agreement, the Nite
Guaranty, the Deed of Trust, the Leases AssignntiemtAccount Assignment, the Contracts AssignntaetEnvironmental Indemnity, and
UCC-1 Financing Statements, all as Lender may reduabllectively, together with and any other doeuts executed and delivered in
connection with the Indebtedness, tHeoan Documents”);

(b) Organizational Documentd'he Borrower shall supply: (i) a currently cedif copy of its Articles of Organization and all
amendments thereto; (ii) evidence satisfactoryander and its counsel that it is in good standiniipé jurisdiction where organized and
qualified to do business in every jurisdiction ihieh the nature of its businesses or its propentiakes such qualification necessary;

(iii) resolutions authorizing the due execution alativery of the Loan Documents to which it is atpand (iv) certified copies of its Operating
Agreement and all amendments thereto. The Artimi&€3rganization and the Operating Agreement ofBbeaower shall not be amended,
changed or modified in any respect without prioitten consent of the Lender. In addition, the Bn@Buarantor shall supply: (i) a currently
certified copy of its Articles of Incorporation aall amendments thereto; (ii) evidence satisfactoryender and its counsel that it is in good
standing in the jurisdiction where organized andlifjed to do business in every jurisdiction in whithe nature of its businesses or its
properties makes such qualification necessary;




(iii) resolutions authorizing the due execution alativery of the Loan Documents to which it is atpand a certificate of incumbency and
(iv) certified copies of its By-Laws and all amengimts thereto. The Articles of Incorporation andByéaws of the Entity Guarantor shall not
be amended, changed or modified in any respecbuitbrior written consent of the Lender; providedwever, that on the condition that the
Lender is given thirty (30) days advance writteticey the Lender hereby consents to the Entity &uar’'s change in corporate domicile from
Delaware to Virginia and all amendments to its aigational documents as are reasonably requirefféot such change in domicile
subsequent to the closing of the Loan; provideth&rrthat UCC-1 financing statements shall be fitethe changed domicile at the cost and
expense of the Borrower.

(c) Opinion. Receipt by Lender of the opinion(s) of the colifiseBorrower and the Guarantor, in form and contgatisfactory to
Lender, in its sole, but reasonable, discretion.

(d) Insurance Receipt by Lender of certificate(s) of insurat@evidence a fully paid policy or policies of corapensive public
liability insurance naming Lender as an additidnalired thereunder in an amount not less than TwigoMDollars and No Cents
($2,000,000.00) in the aggregate, with not lesa thae Million Dollars and No Cents ($1,000,000.08) occurrence; in any event, the amount
of all insurance shall be sufficient to prevent aoyinsurance contribution on any loss, with eaalicg providing for a thirty (30) day prior
written notice of cancellation, amendment or atierg together with the insurance required purstar@ection 2.3 of the Deed of Trust

(e) Operating AccountBorrower shall have established the primary dpegaccount with the Lender.

(f) Interest Reserve AccounBorrower shall have established the Interest Res&ccount with the Lender.

(9) Financing Statementshe financing statements necessary to perfeaiéensecurity interest in the personal property sulife
the Deed of Trust, and in any other collateral néiggi filing of a financing statement for perfeatiof a lien thereon, shall be duly filed in all
appropriate offices and jurisdictions, all otherdincing statements covering any of such persooglepty shall be terminated or Lender shal
reasonably satisfied that such terminations atfdoming, and filing and recording receipts evidegeuch filings and terminations shall be
delivered to Lender, all in form and substancesfatiory to Lender.

(h) Property Documentd_ender shall have received and approved, iroits discretion, the following:

(1) Appraisals An appraisal of the Property, prepared by anappr acceptable to Lender, in form and conterggtedle to
Lender, conforming to all regulatory and internppeaisal guidelines applicable to or established &yder, in its sole, absolute,
nonreviewable discretion, reflecting an “as is"uahbnd a “discounted cash flow value” satisfactoriender (the ‘Appraisal ”);

(2) Title Insurance A commitment for title insurance (theritle Commitment ”) insuring the first priority lien of the Deed
Trust, containing no exceptions unacceptable talkerissued in the name of Lender by a title comp@aiteptable to Lender and in
an amount equal to the principal amount of the Ntech Title Commitment and the title policy issymaisuant thereto (theTitle
Policy ") shall reflect that all requirements for the iasge of the Title Policy have been satisfied, dradl €ontain such other
endorsements or coverages as Lender may require;

(3) Condominium DocumentsCopies of all condominium documents with respethe Property, including without
limitation the plats and plans, declaration anddws, condominium operating budget, and a completedgage lender
condominium questionnaire, for the Lender’s revawd approval;
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(4) Environmental Audit A Phase | environmental audit of the Propertyppred by an environmental consulting firm
acceptable to Lender, in its sole discretion, aanifig that the Property is in compliance with glplcable environmental laws;

(5) Flood Hazard Evidence that no part of the building(s) in whible Units are located is located in a specialdibazard
area;

(6) Zoning. Receipt by Lender of a zoning endorsement tarttie Policy acceptable to the Lender or such othetten
evidence as is acceptable to the Lender that thygelRty is zoned consistent with the uses contergbiat

(7) Leases; Sales Agreement3opies of all existing leases and sales agreenvétti respect to the Property, if any, together
with such information regarding pre-qualificatiomdadeposit as may be in Borrower’s possession iralp and

(8) Management Agreement€opies of any management agreement(s) with respéue Property.

(i) No Default. No event shall have occurred and be continuiagd¢hnstitutes an Event of Default (as definedwglo

()) RepresentationsAll representations and warranties containedis Agreement shall be true and correct in evertena respec
as of the date of closing.

(k) Satisfactory DocumentsAll documents delivered pursuant to this Agreetmeast be in form and substance satisfactory to
Lender and its counsel, and all legal matters emtido this Agreement must be satisfactory to Lesdmunsel.

SECTION FOUR
REPRESENTATIONS AND WARRANTIES

In order to induce Lender to extend credit to Baweo Borrower and each Guarantor makes the follgwépresentations and warranties
as to itself or himself as applicable:

4.1 Organization The Borrower is a limited liability company dudyganized, validly existing and in good standinglemthe laws of the
Commonwealth of Virginia and is duly qualified afoeeign limited liability company and in good stimg under the laws of each other
jurisdiction in which such qualification is requiteThe Entity Guarantor represents and warrantsttigaa corporation duly organized, valic
existing and in good standing under the laws ofSte#e of Delaware and is duly qualified as a fymeiorporation and in good standing under
the laws of each other jurisdiction in which sucialification is required.

4.2 Execution and DeliveryThe Borrower has the power, and has taken alh#oessary actions, to execute and deliver andmpeits
obligations under the Loan Documents, and the acuments, when executed and delivered, will bdibipobligations of Borrower
enforceable in accordance with their respectiveser




4.3 Power. Borrower has the power and authority to own itgpprties and to carry on its business as now besngucted.

4.4 Financial Statement\ll financial statements and information delivéte Lender are correct and complete in all maltegspects,
and present fairly the financial conditions, anftiee all known liabilities, contingent and othesgij of Borrower and each Guarantor as of the
dates of such statements and information, and sincle dates no material adverse change in thesaBasitlities, financial condition, business
or operations of Borrower or any Guarantor has oecl

4.5 Taxes All tax returns and reports of Borrower and e@elarantor required by law to be filed have beery fildd, and all taxes,
assessments, other governmental charges or I®theer than those presently payable without peralipterest and those that are being
contested in good faith in appropriate proceedingsn Borrower and each Guarantor and upon anyeif tespective properties, assets,
income or franchises, that are due and payable eee paid.

4.6 Litigation. There is no action, suit or proceeding pendindgmthe knowledge of Borrower or any Guarantoredtened against or
affecting Borrower or any Guarantor that, eitheaity case or in the aggregate, may result in artgnbadverse change in the business,
properties or assets or in the condition, finanoiadtherwise, of Borrower or any Guarantor, ott thay result in any material liability on the
part of Borrower or any Guarantor that would maiyriand adversely affect the ability of Borrowersnch Guarantor to perform its and/or
their obligations under the Loan Documents, or thegstions the validity of any of the Loan Docunsemt any action taken or to be taken in
connection with the Loan Documents.

4.7 No Breach The execution and delivery of the Loan Documesnts], compliance with the provisions of the Loan @oents, will not
conflict with or violate any provisions of law oowflict with, result in a breach of, or constitatelefault under the organizational documents,
any judgment, order or decree binding on Borrowegny other agreements to which Borrower is aypart

4.8 No Defaults To the best of Borrower’s knowledge, Borrowendd in default with respect to any debt, direciralirect.

4.9 Compliance Borrower is in compliance in all material resgewith all applicable laws and regulations, inchgliwithout limitation,
the Employee Retirement Income Security Act of 1@&lamended (* ERISA.

4.10 Approvals No authorizations, approvals or consents of,raméllings and registrations with, any governmeitategulatory
authority or agency are necessary for the execudielivery or performance of the Loan Document®8byrower.

4.11 Title to AssetsBorrower has good and marketable title to aitofssets, subject only to the liens and secinigrests permitted by
this Agreement.

4.12 Use of Proceeds he proceeds of the Loan shall be used onlyhfempurposes described in this Agreement. The pdscekthe Loa
shall not be used to purchase or carry any matgitksas such term is defined in Regulation U efBwoard of Governors of the Federal
Reserve System.



SECTION FIVE
COVENANTS OF BORROWER AND GUARANTOR

In consideration of credit extended or to be exéehioly Lender, Borrower covenants and agrees asnfeil

5.1 Financial Information Borrower and Entity Guarantor shall each delieethe Lender: (i) each year within ninety (90) slayjter the
close of its fiscal year, financial statements prep in accordance with standard accounting priesiponsistently applied, certified as true and
correct by an officer of each such entity; (ii) kgear within thirty (30) days after filing, a cop§ each such entity’s federal income tax return
or a copy of its notification to extend the timehim which to file its federal income tax returndaall schedules thereto, provided that in the
event of such extension such entity shall providader with a copy of the federal income tax retamd all schedules thereto within thirty
(30) days of the filing of same with the Interna@wnue Service and (iii) promptly upon Lender'suest, such financial and other information
with respect to such entity and the Property ad #raler reasonably may require from time to tinmeaddition, the Borrower shall cause each
Individual Guarantor to deliver to the Lender:€gch year on or before December 31, current perfioaacial statements, prepared in
substantially the same format and based on the aaominting principles as the financial statemdetivered in connection with the Loan,
certified as true and correct by Guarantor, togethth evidence of liquidity, annual income, schkxduof real estate investments and contin
debt, (ii) within thirty (30) days after the filingf same, a copy of Guarantor’s federal tax returd copies of all K-1s and schedules thereto,
and (iii) promptly upon Lender’s request, such offreancial information regarding any GuarantoiLasader may reasonably request from time
to time. All financial statements shall be in suehsonable detail and shall be accompanied byrtificates of the Borrower or Guarantor
applicable, as may be reasonably required by tinelée

5.2 Taxes All tax returns and reports of Borrower requitediaw to be filed have been duly filed, and akds, assessments, other
governmental charges or levies (other than thosgsemtly payable without penalty or interest andé¢hthat are being contested in good faith in
appropriate proceedings) upon Borrower and uporoétiyeir respective properties, assets, inconfeanichises, that are due and payable have
been paid.

5.3 Compliance with LawsBorrower shall comply with all applicable lawsdaregulations, including, without limitation, ERISA

5.4 Maintain ExistenceBorrower shall maintain its existence in goodhdiag, maintain and keep its properties in goodddon
(ordinary wear and tear, fire or other casualtyepted), maintain adequate insurance for all giiegerties with financially sound and
reputable insurers. Borrower shall remain in theedine of business as it is in on the date of gseement and shall not enter into any new
lines of business without the prior written conseinitender.

5.5 Notices As soon as it has actual knowledge, Borrowerl studify Lender of the institution or threat of amaterial litigation or
condemnation or administrative proceeding of artymeainvolving Borrower.

5.6 Books and Record8Borrower shall maintain complete and accuratekbad account and records. The principal bookscobant and
records shall be kept and maintained at 11465 $hfibe Road, 4h Floor, Reston, VA 20190. Borrowbkahl not remove such books of
account and records without giving Lender at |&aisty (30) days’ prior written notice. Borrowerpan reasonable notice from Lender, shall
permit Lender, or any officer, employee or agerigigated by Lender, to examine the books of accandtrecords maintained by Borrower,
and agree that Lender or such officer, employesgent may audit and verify the books and recordstdBver shall reimburse Lender for any
reasonable expenses




incurred by Lender in connection with any audit.a&counting records and financial reports fure$io Lender by borrower and the Entity
Guarantor pursuant to this Agreement shall be raaiatl and prepared in accordance with GAAP.

5.7 Liens. Borrower shall not create, incur, assume or petonéxist any mortgage, deed of trust, assignnmetige, lien, security
interest, charge or encumbrance, including, withiouitation, the right of a vendor under a conditéb sale contract or the lessor under a
capitalized lease (collectively, thd_fens ") of any kind or nature in or upon any of the dss# Borrower, except:

(a) Liens created or deposits made that are intatlemthe conduct of the business of Borrowert #ra not incurred in connection
with any borrowing or the obtaining of any creditdahat do not and will not interfere with the diseBorrower of any of its assets in the
normal course of its business or materially impiaér value of such assets for the purpose of susiméss; and

(b) Liens securing the Indebtedness.

5.8 Debt. Without the prior written consent of Lender, Biwer shall not incur or permit to exist any debtlforrowed funds, the
deferred purchase price of goods or services dtadaed lease obligations, except for (a) tradetdecurred in the ordinary course of business,
and (b) the Indebtedness.

5.9 Contingent Liabilities Without the prior written consent of Lender, Bmer shall not guarantee, endorse, become contiydeble
upon or assume the obligation of any person, anjite@my such contingent liability to exist, excéptthe endorsement of negotiable
instruments for deposit or collection or similartsactions in the ordinary course of business.

5.10 Sale of AssetsWithout the prior written consent of Lender, Biwrer shall not sell, lease, assign or otherwispatis of any of its
assets except for (a) sales in the ordinary caefrbeisiness including sales of Units, (b) the dssfion of assets that are no longer needed or
useful in its business and (c) assets which haga bemoved and replaced.

5.11 Mergers and AcquisitiondVithout the prior written consent of Lender, Biwer shall not merge or consolidate with, or aceait
or substantially all of the assets, stock, partmiprsiterests or other ownership interests of, atimer person.

5.12 Loan and Advanced&Vithout the prior written consent of Lender, Biwer shall not make any loan or advance to ania#i
director, member, manager, officer or employee afr@wver, or any other person, except for the cosadif accounts receivable in the ordinary
course of business on terms that are no less fakeotiaan would apply in an arm’s-length transaction

5.13 Subsidiaries and Joint Venturé#ithout the prior written consent of Lender, Bawer shall not form any subsidiary, become a
general or limited partner in any partnership ardmee a party to a joint venture. If Lender gratgasonsent to the formation or acquisition of a
subsidiary Borrower, such entity shall cause each subsidiary to perform and observe all of theeoants contained in this Agreement.

5.14 Affiliates. Without the prior written consent of Lender, Bier shall not engage in business with any offfikedes except in the
ordinary course of business and on terms that@itess favorable to Borrower than would apply iraam’s-length transaction.

5.15 Organization; Control and Managemeldntil such time as the Loan is fully repaid, #ashall be no Transfer (hereinafter definec
any interest in the Borrower, nor any change inGbatrol (hereinafter defined) or management dfegiBorrower or the Entity Guarantor, nor
any Transfer of the Property except for sales dfdin accordance with the Loan Documents, withthaetLender’s prior written consent. *
Transfer ” means any assignment, pledge, conveyance, safesfér, mortgage,

10



encumbrance, grant of a security interest or afigggosition, either directly or indirectly, by opépn of law or otherwise. Control ” means
the ownership, directly or indirectly, in the aggaée of fifty percent (50%) or more of the benalidwnership interests of an entity ahe
possession, directly or indirectly, of the powedict or cause the direction of the managemedhtpaticies of an entity, whether through the
ability to exercise voting power, by contract dnerwise. “Controlled by” and “controlling” shall ha the respective correlative meaning
thereto.

5.16. Minimum Liquidity CovenantsEach of the Individual Guarantors shall maintai@ minimum liquidity requirement applicable to
him as set forth in the Guaranty for the IndividGalarantors.

SECTION SIX
DEFAULT AND REMEDIES

6.1 Events of DefaultEach of the following shall constitute an “ EvefiDefault” under this Agreement:

(a) Failure to Pay/f: (i) the Borrower shall fail to pay any monghpayment required under the NoteMonthly Payments”) when
due thereunder or (ii) the Borrower shall fail ygny amount (other than the Monthly Paymentsnaswhen due under any of the Loan
Documents;

(b) Failure to Give Noticeslf Borrower fails to give Lender any notice reepd by Section 5.5 of this Agreement within thirty
(30) days after it has actual knowledge of the egaring rise to the obligation to give such notice

(c) Failure to Permit Inspectiondf Borrower refuses to permit Lender to inspestiooks and records in accordance with the
provision of Section 5.6, or failure to permit Lemdo inspect the Property upon reasonable advaotoee;

(d) Failure to Observe Covenanti$ Borrower fails to perform or observe any teicoyenant, warranty or agreement contained in
this Agreement or in the other Loan Documents aruth $ailure shall continue for a period of thirB0) days after written notice of such failure
has been given to Borrower by Lender; provided, éwew, if such default is not in the payment of angn due to Lender hereunder, or was not
the subject of an Event of Default for which notweas previously provided, and provided Borrowetiiggently pursuing the cure of such
default, then Borrower shall have an additionatys{®0) days within which to cure such default ptio Lender exercising any right or remedy
available hereunder, at law or in equity;

(e) Defaults under Loan Document$ an Event of Default shall occur under the Noteany other Loan Document and shall not be
cured within any applicable grace period;

(f) Breach of Representatioiscovery that any representation or warranty enaddeemed made by Borrower in this Agreement
or in any other Loan Document, or any statememepresentation made in any certificate, reportginion delivered pursuant to this
Agreement or other Loan Document or in connecticth any borrowing under this Agreement by BorroweGuarantor or any officer, agent,
employee or director of Borrower or Guarantor, wederially untrue when made or deemed made;

(9) Voluntary Bankruptcy If Borrower or any Guarantor makes an assignrfeerthe benefit of creditors, files a petition in
bankruptcy, petitions or applies to any tribunalday receiver or any trustee of Borrower or anyafaator or any substantial part of the
property of Borrower or any Guarantor, or commerargsproceeding relating to Borrower or any Guaranhder any reorganization,
arrangement, composition, readjustment, liquidatiodissolution law or statute of any jurisdictiavhether in effect now or after this
Agreement is executed;
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(h) Involuntary Bankruptcy If, within sixty (60) days after the filing oflsankruptcy petition or the commencement of any
proceeding against Borrower or any Guarantor sgeiy reorganization, arrangement, compositiordjuosément, liquidation, dissolution or
similar relief under any present or future statige; or regulation, the proceeding shall not hagerbdismissed, or, if within sixty (60) days,
after the appointment, without the consent or azspénce of Borrower or any Guarantor, of any tejseceiver or liquidator of any Borrower
or all of any substantial part of the propertie8ofrower or any Guarantor, the appointment shatllave been vacated,;

(i) Cross Default If, as a result of default, any present or futnibigations of any Borrower or any Guarantor tmdler or any othe
creditor are declared to be due and payable witite expressed maturity of such obligations;

() Material Adverse ChangeA material adverse change occurs in the finaraidlusiness condition of any Borrower or any
Guarantor;

(k) Judgment If a judgment, attachment, garnishment or otlecgss is entered against Borrower and is not gdaatbonded
within sixty (60) days after entry (or such shopteriod of time as necessary in order to avoicchtteent or foreclosure), or if a judgment,
attachment, garnishment or other process is entgyaitist any Guarantor that would materially affeath Guarantor’s ability to perform its
obligations under the Loan Documents, and suchmedd, attachment, garnishment or other processtisatated or bonded within sixty
(60) days after entry (or such shorter periodmktias necessary in order to avoid attachment ecliagure);

() Dissolution; death The dissolution, liquidation or termination ofigence of Borrower or the Entity Guarantor or death of
any Individual Guarantor unless a substitute guarasatisfactory to the Lender in its sole andodlte discretion, assumes all liability under
the Guaranty and Environmental Indemnity and ex@cahy documents which the Lender may reasonatplyresto implement such
substitution, within sixty (60) days after such thear incapacity; or

(m) Change in Management/Contrd\ change in the management of or controllingreséein Borrower or the Entity Guarantor
without prior written consent of the Lender.

6.2 RemediesUpon the occurrence of an Event of Default (a)de¥, at its option, by written notice to Borroweray declare all
Indebtedness to Lender to be immediately due apdijh@, whether such Indebtedness was incurred f@rj@ontemporaneous with or
subsequent to the date of this Agreement and whetheesented in writing or otherwise, without mrsnent, demand, protest or further nc
of any kind, and (b) Lender may exercise all riggrisl remedies available to it under the Loan Docusand applicable law. Borrower agrees
to pay all costs and expenses incurred by Lendenforcing any obligation under this Agreementha ¢ther Loan Documents, including,
without limitation, attorneysfees. No failure or delay by Lender in exercising power or right will operate as a waiver of spcwer or right
nor will any single or partial exercise of any paowe right preclude any other future exercise aftspower or right, or the exercise of any o
power or right.

6.3 Borrower to Pay Fees and ChargBsrrower shall pay all fees and charges incuimatie procuring, making and enforcement of the
Loan, including without limitation, the reasonaldes and disbursements of Lender’s attorneys, etfargappraisals, the fee of Lender’s
inspector, fees and expenses relating to exammafititle, title insurance premiums, surveys, amaftgage recording, documentary, transfe
other similar taxes and revenue stamps, loan egtefses, if any, and Lender’s loan fees.
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SECTION SEVEN
MISCELLANEOUS

7.1 Defined TermsEach accounting term used in this Agreementpttarwise defined, shall have the meaning givahuader GAAP
applied on a consistent basis. The terpefson” shall mean any individual partnership, corpomtitrust, joint venture, unincorporated
association, governmental subdivision or agen@ngrother entity of any nature. The termubsidiary ” means, with respect to any person, a
corporation or other person of which shares oflstoiaother ownership interest having ordinary vgtpower to elect a majority of the board of
directors or other managers of such corporatigpeoson are at the time owned, or the managememhich it otherwise controlled, directly or
indirectly, through one or more intermediariessiigh person. The termaffiliate " means, with respect to any specified person,athgr
person that, directly or indirectly, controls orcigntrolled by, or is under common control with¢lsispecified person. All meanings assigned to
defined terms in this Agreement shall be applicabléne singular and plural forms of the terms ruiedi.

7.2 Notices All notices, requests, demands and other commatinit with respect hereto shall be in writing ahdlsbe delivered by
hand, prepaid by Federal Express (or a comparafeeight delivery service), sent by the United &dirst-class malil, certified, postage
prepaid, return receipt requested, to the partiéisedr respective addresses set forth as follows:

If to the Lender, to:

EAGLEBANK

7815 Woodmont Avenue,8 Floor
Bethesda, Maryland 20814

Attn: Douglas Vigen, Senior Vice President

with a copy to:

Friedlander Misler, PLLC

1101 17th Street, NW, Suite 700
Washington, DC 20036-4704
Attn: David Astrove, Esq.

If to the Borrower, to:

Comstock Potomac Yard, L.C.

c/o Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road,"4  Floor

Reston, VA 20190

Attn: Christopher Clemente

with a copy to:

Comstock Potomac Yard, L.C.

c/o Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road,™ Floor

Reston, VA 20190

Attn: Jubal Thompson, Esq.

Any notice, request, demand or other communical&livered or sent in the manner aforesaid shafldsamed given or made (as
case may be) upon the earliest of (a) the daseaitiually
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received, (b) on the business day after the daytoah it is delivered by hand, (c) on the busingsg after the day on which it is properly
delivered by Federal Express (or a comparable dyetrdelivery service), or (d) on the third (3rd)diness day after the day on which it is
deposited in the United States mail. Any party rolagnge such party’s address by notifying the gblagties of the new address in any manner
permitted by this Section.

7.3 Successors and Assignehis Agreement will be binding upon and inurette benefit of Lender and Borrower and their retipec
successors, assigns, personal representativesitesseand administrators, provided that Borrowey mat assign or transfer its rights under
this Agreement.

7.4 Entire AgreementExcept for the other Loan Documents expressigrretl to in this Agreement, this Agreement represtire entire
agreement between Lender and Borrower, superségefoacommitments and may be modified only byagreement in writing.

7.5 Survival. All agreements, covenants, representations amchnties made in this Agreement and all other [miovis of this Agreeme
will survive the delivery of this Agreement and thier Loan Documents and the making of the adwsanoéder this Agreement and will rem
in full force and effect until the obligations obBower under this Agreement and the other Loanubamnts are fully discharged.

7.6 Governing Law This Agreement will be governed by and constrimeatcordance with the laws of the State of Margamithout
reference to conflict of laws principles.

7.7 Intentionally deleted.
7.8 Headings Section headings are for convenience of referenbeand shall not affect the interpretation aétAgreement.

7.9 Patrticipations Lender shall have the right to sell all or anyt gdi its rights under the Loan Documents, and Baer authorizes
Lender to disclose to any prospective participarnhe Loan any and all financial and other inforiorain Lender’s possession concerning
Borrower or the Collateral.

7.10 Third Party BeneficiaryThe parties do not intend the benefits of thisefgnent or any other Loan Document to inure tothimy
party.

7.11 Waiver of Jury Trial TO THE FULLEST EXTENT PERMITTED BY LAW, LENDER AD BORROWER KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVE ANY RIGHTS THEY MAY HAVE TO A TRIAL BY JURY BASED ON, ARISING
OUT OF OR UNDER, OR IN CONNECTION WITH THIS AGREENNE OR ANY OTHER LOAN DOCUMENT.

7.12 Waiver. The rights of Lender under this Agreement andotiher Loan Documents shall be in addition to #iko rights provided by
law. No waiver of any provision of this Agreememnit,any other Loan Document, shall be effective ssmia writing, and no waiver shall extend
beyond the particular purpose involved. No waiveaiy one case shall require Lender to give angexuent waivers.

7.13 Severability If any provision of this Agreement or any otheraln Document is held to be void, invalid, illegalmenforceable in
any respect, such provision shall be fully severanld this Agreement or the applicable Loan Docurskeall be construed as if the void,
invalid, illegal or unenforceable provision were imluded in this Agreement or in such Loan Docatne

7.14 No Setoffs With respect to a monetary default claimed bydesrunder the Loan Documents, no setoff, claimntenglaim,
reduction or diminution of any obligation or defersf any kind or nature that Borrower has or mayetegainst Lender (other than the defe
of payment, Lender’s
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gross negligence or wilful misconduct) shall beilmde against Lender in any action, suit or pratieg brought by Lender to enforce this
Agreement or any other Loan Document. The foregshmagl not be construed as a waiver by Borrowexryf such rights or claims against
Lender, but any recovery upon any such rightsaint shall be had from Lender separately, it b&iegntent of this Agreement and the other
Loan Documents that Borrower shall be obligategay, absolutely and unconditionally, all amounte dader this Agreement and the other
Loan Documents.

7.15 CounterpartsThis Agreement may be executed for the converiefithe parties in several counterparts, whichiraedl respects
similar and each of which is to be deemed to cotapfeand of itself, and any one of which may ktedduced in evidence or used for any o
purpose without the production of the other coupsés thereof.

7.16 Consent to JurisdictiorThe Borrower irrevocably submits to jurisdictiohany state or federal court sitting in the Commiealth o
Virginia or the State of Maryland over any suitiiac, or proceeding arising out of or relating liistLoan Agreement, the Note or any other
Loan Documents. The undersigned irrevocably waitgeth)e fullest extent permitted by law, any obietthat the undersigned may now or
hereafter have to the venue of any such suit, mctigoroceeding brought in any such court and daiyncthat any such suit, action, or
proceeding brought in any such court has been bitdogn inconvenient forum. Final judgment in augh court shall be conclusive and
binding and may be enforced in any court in whiah @indersigned is subject to jurisdiction by a gpitn such judgment provided that service
of process is effected as provided herein or asratlse permitted by applicable laws.

7.17 Intentionally deleted.

7.18 Service of Proces3he Borrower hereby consents to process beingedén any suit, action or proceeding institutedhie State of
Maryland in connection with the Loan by (i) the firj of a copy thereof by certified mail, postagegaid, return receipt requested, to the
Borrower at the address set forth in the noticéiaeof this Agreement and (ii) serving a copy #wrupon the Borrower’s registered agent for
service of process. The undersigned irrevocablgegythat such service shall be deemed to be serfyjmecess upon the undersigned in any
such suit, action or proceeding. Nothing in thisesagnent shall affect the right of the Lender tovegarocess in any manner otherwise permitted
by law and nothing in this agreement will limit thight of the Lender otherwise to bring proceediagainst the undersigned in the courts of
any jurisdiction or jurisdictions.

[SIGNATURES ON FOLLOWING PAGES]
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IN WITNESS WHEREOF, Borrower and Lender have caubeslAgreement to be executed in their respectarmes by duly authorized
representatives as of the day and year first abwiteen. Each Guarantor joins herein to consentagrée to the terms, conditions, provisions
and covenants of those sections of this Agreenfentaiddress a covenant or obligation of such Gtaran

WITNESS: BORROWER:

COMSTOCK POTOMAC YARD, L.C.,
A Virginia limited liability company

By: Comstock Homebuilding Companies, Ir
a Delaware corporation,

Its Managel!

By:
Print Name Print Name: Joseph M. Squ
Print Title: Print Title: Chief Financial Office
[SEAL]
COMMONWEALTH OF VIRGINIA )

) ss:

COUNTY OF )

l, , @ Notary Public in and for the aforesaid saidsliction, do hereby certify that Joseph M. Squeeisonally
appeared before me in sald jurisdiction and ackedged that he is the Chief Financial Officer of Gtmok Homebuilding Companies, Inc.,
which is the Manager of Comstock Potomac Yard, LaC/irginia limited liability company, party to éhiforegoing instrument, and that the
same is his act and deed and the act and deedld®smstock Potomac Yard, L.C.

IN WITNESS WHEREOF, | have set my hand and NoteBiedl, this day of January, 2011.

Notary Public
(SEAL)
My Commission expires

Notary Registration N¢
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WITNESS: ENTITY GUARANTOR:

COMSTOCK HOMEBUILDING COMPANIES, INC.
a Delaware corporatic

By:
Print Name Print Name: Joseph M. Squ
Print Title: Print Title: Chief Financial Office
[SEAL]
COMMONWEALTH OF VIRGINIA )
) ss:
COUNTY OF )

l, , @ Notary Public in and for the aforesaid saidsliction, do hereby certify that Joseph M. Squeetsonally
appeared before me in sald jurisdiction and ackaedged that he is the Chief Financial Officer of Gtmek Homebuilding Companies, Inc., a
Delaware corporation, party to the foregoing instemt, and that the same is his act and deed arattlfad deed of said Comstock
Homebuilding Companies, Inc.

IN WITNESS WHEREOF, | have set my hand and NoteBiedl, this day of January, 2011.

Notary Public
(SEAL)
My Commission expires

Notary Registration N¢
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INDIVIDUAL GUARANTORS:

Christopher Clement

Gregory Bensoil

COMMONWEALTH OF VIRGINIA )
) ss:
COUNTY OF )

l, , a Notary Public in and for the aforesaid saidsfliction, do hereby certify that Christopher Clereeand Gregory
Benson personally appeared before me in said jotisd and each acknowledged that he executedotfegding instrument as his own free act
and deed.

IN WITNESS WHEREOF, | have set my hand and NotaBiedl, this day of January, 2011.

Notary Public
(SEAL)

My Commission expires

Notary Registration N¢
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WITNESS: LENDER:

EAGLEBANK

By:
Print Name Douglas Viger
Senior Vice Presidel

[SEAL]
STATE OF )
) ss:
COUNTY OF )

l, , a Notary Public in and for the aforesaid saidsfliction, do hereby certify that DOUGLAS VIGEN genally
appeared before me in sald jurisdiction and ackedged that he is a Senior Vice President of EAGLEBAthat he has been duly authorized
to execute and deliver the foregoing instrumentfierpurposes therein contained and that the saimis act and deed; that the seal affixed to
said instrument is such corporate seal and thedstso affixed by order of the Board of Directofsaid Bank; and that he signed his name
thereon by like order.

IN WITNESS WHEREOF, | have set my hand and NoteBigl, this _day of , 2011.

Notary Public
(SEAL)

My Commission expires
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Exhibit 10.9€
EXHIBIT A
LEGAL DESCRIPTION OF PROPERTY

CONSTRUCTION LOAN AGREEMENT

THIS CONSTRUCTION LOAN AGREEMENT (this “Agreementtjated as of the . day of February, 2011, betW@&E&RDINAL
BANK, a banking corporation organized under the laws®f@ommonwealth of Virginia (“Lender”), having affice at 8270 Greensboro
Drive, Suite 500, McLean, Virginia 22102, aBOMSTOCK CASCADES Il, L.C ., a Virginia limited liability company (“Borrowe}, having
an office at 11465 Sunset Hills Roadh 4 Floor, BReatirginia 20190.

RECITALS:

R-1. Pursuant to the provisions of that certain mitrment letter dated November 18, 2010 issued mdeeto Borrower (the
“Commitment”), Lender agreed to make a construcki@am to Borrower in an amount not to excégdelven Million Dollars ( $11,000,00Q
(the “Loan”).

R-2. The proceeds of the Loan are to be used t@paytion of the cost of constructing, furnishangd equipping a two building 103 unit
apartment project (the “Project”) on land locatedPbtomac Falls, Loudoun County, Virginia more joatarly described in Exhibit Attached
hereto (the “Land”) together with all other apprdvand budgeted related costs as approved by Lémdsrsole discretion for the Project
pursuant to the budget attached hereto and incatgbherein as Exhibit Bhe “Budget”).

R-3. Lender is willing to make the Loan to Borrowson the terms and conditions set forth in the @iment and this Agreement.
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NOW, THEREFORE, in consideration of the mutual pises and agreements herein contained, Lender amdviger agree as follows:
1. Recitals The recitals set forth above are incorporate@ihdsy reference as if set forth in full.

2. Loan. On the basis of the representations, warrantidsavenants made by Borrower herein and subjesdtisfaction of the
conditions herein set forth, Lender agrees to makd,Borrower agrees to accept, the Loan to beeaeiell by Borrower’s Credit Line Deed of
Trust Note (as the same may be amended from tirtim& the “Note”) to Lender of even date herewéh,imited Payment Guaranty
Agreement executed by Christopher D. Clemente (felate”) of even date herewith, a Limited Paymenai@anty Agreement of even date
herewith of Gregory V. Benson (“Benson”), and a famdy Agreement of Comstock Homebuilding Companiiss,, a Delaware corporation
(“Comstock Homebuilding”; Clemente, Benson and Cartis Homebuilding are hereinafter individually nel to as a “Guarantor” and
collectively referred to as the “Guarantorsie two Limited Payment Guaranty Agreements exechiyeClemente and Benson and the Gual
Agreement executed by Comstock Homebuilding areihafter referred to individually as a “Guarantyidacollectively as the “Guaranties”).
Said documents, and all other documents evidensewyring and guaranteeing the Loan, as the saméenamended from time to time, are
sometimes hereinafter referred to collectivelytest.oan Documents.” The Loan shall mature, betarest and be payable as to principal and
interest as provided in the Note. Advances of tharl (hereinafter “Advances”) shall be made in agance with the Budget . Any costs
approved by Lender for which sums are to be adwhheeeunder are referred to as the “Costs.”

3. Loan Advances Generallfexcept as expressly set forth below, advancesumeler shall be made not more frequently than once
monthly by Lender, upon at least five (5) busingggs’ prior written notice to Lender, at Lenderiinpipal office or at such other place as
Lender may designate. For the purposes of thiségeat, the term “Initial Advance” of proceeds dof ttoan shall mean the initial Advance
made by Lender on the date hereof to fund bothrdososts and reimbursement of certain direct addeéct construction costs relating to the
Project. All Advances shall be subject to the Laagontinuing compliance after the Initial Advanci#hwihe loan to value ratios specified in
Section 10 below. The Lender agrees to make a davomthly advance of Loan proceeds in the monthefnitial Advance or the month af
the Initial Advance, if the Borrower did not reqtiassecond advance in the month of the Initial Acheéa and in the month that the Borrower
needs Loan proceeds for the payment of the issuzoste for the building permit for the second hinidgdto be constructed within the Project.

No Advances shall be made after the date thaglgt®én (18) months after the date hereof for digexts relating to the Project, unless
such date is extended by Lender in its sole disereSoft costs such as the Interest Reserve amkktivag costs will be funded until the
maximum loan amount is reached. In no event shalLender be obligated to make Advances which woeddlt in the loan to value ratio
herein set forth being exceeded.



Each request for an Advance shall be in the form quisition, in form and substance reasonaliigfaatory to and approved by
Lender, and shall be accompanied by, and shall @dsastitute, a certification by Borrower to thieet that Borrower has paid or incurred
Costs in the amount of the requested Advance stiitt Costs have not been the basis for any othaest for an advance of Loan proceeds
under this Agreement, that all representationsveandlanties of Borrower herein are true in all malerespects as of the time of such request,
and that no material adverse change in BorrowerGuarantors’ respective financial condition hasued since the immediately preceding
Advance. Borrower shall only be entitled to paymiarthe amount and for such items as are approyedhder in respect to each request for
an Advance in accordance with the Budget or otrewiith the exercise of Lender’s discretion.

In no event will Lender be required to make Advanieereunder if (a) an event shall have occurreghyhiith the passage of time or the
giving of notice, or both, would constitute a ddfaunder (i) the Note or under any of the other h@ocuments; or (ii) any loan document
evidencing or securing a loan secured by the Praje¢b) Lender at any time determines, in itssoeeble discretion, that the proceeds of the
Loan remaining to be advanced, together with Boertsvequity contributions to the Project, are ifisignt to complete the Project in
accordance with the Plans (as hereinafter definkd).any time during the term of the Loan, Lendetifies Borrower that the remaining
balance of the Budget when combined with the Boersvequity contributions to the Project, will besufficient to pay all expected remaining
Project Costs for the completed Project as detexchby Lender in its commercially reasonable disanetBorrower and/or the Guarantors sl
cause additional cash equity to be contributeddodver in an amount equal to the difference betwssed amounts (the “Cost Shortfall”)
within thirty (30) days of Lender’s notice to Bower and the Guarantors of the amount of such Costtfall.

4. Representations and Warranti@&orrower represents and warrants to Lender that:

(a) Borrower is a limited liability company dulyrfoed and validly existing and in good standing uritie laws of the
Commonwealth of Virginia and fully qualified to daisiness in the Commonwealth of Virginia, with fotdwer and authority to
consummate the transactions contemplated by the Dogauments;

(b) Borrower has been duly authorized by all actiequired of its members and managers to executel@liver the Loan
Documents;

(c) The Land does not now, and will not at any tmfter commencement, completion and occupancyeoPtioject, violate any
applicable environmental, zoning, subdivision oilding laws, ordinances, rules or regulations of governmental authority or agency,
contractual arrangements with third parties, or @enants or restrictions of record. All conselitgnses and permits required with
respect to the contemplated construction of thgeBtrdvave been obtained or will be obtained in cmgrse as appropriate for the stage of
construction to which the Project has progressed;



(d) The consummation of the transactions conteraeglhereby and the performance of this Agreementl@toan Documents wi
not result in any breach of, or constitute a de¢fantler, any order, writ, injunction or decree oy @ourt or governmental department,
commission, board, bureau, agency or instrumentalibrtgage, deed of trust, lease, bank loan atittagreement, corporate charter, by-
laws, partnership agreement, operating agreemarttygyship certificate or other instrument to whgsdrrower or any of the Guarantor:

a party or by which any of them may be bound cectéd;

(e) The information contained in this Agreement andll documents, financial statements, reportices, schedules, certificates,
statements or other writings required herein téubeished to Lender by Borrower or Guarantors thatte prepared by (i) Borrower or
Guarantors is true and correct in all material eetspas of the respective dates thereof and comipledfar as completeness may be
necessary to give Lender a true and accurate kalgelef the subject matter and to make the sammistéading, and (ii) third parties is,
to the best of Borrower’s and Guarantors’ knowledges and correct in all material respects ahefrespective dates thereof and
complete insofar as completeness may be necessgiyet Lender a true and accurate knowledge o$titgect matter and to make the
same not misleading; and

(H There are no material actions, suits or protcegipending or, to the knowledge of Borrower, #te@ed against or affecting it,
the Guarantors or the Project before any couretore or by any governmental, administrative, ratprly, adjudicatory, or arbitrational
body or agency of any kind which will or are reasbly likely to materially and adversely affect perhance by Borrower or Guarantors
of their respective obligations pursuant to andagemplated by the terms and provisions of thise&ment or any of the other Loan
Documents.

5. Covenants of BorrowerBorrower hereby covenants with Lender that it:wil

(a) Commence construction of the Project withiretyn(90) days after the date hereof, and thereaftetinue diligently with the
construction of the Project in order to complete pihysical construction of the Project on or betbeedate that is eighteen (18) months
after the date hereof. The deadlines specifietlimsubparagraph (a) are absolute and the Lendet isbligated to provide notice of the
Borrower’s failure to meet such deadlines nor stie|Borrower have any cure or grace periods rgjat such deadlines;

(b) Pay promptly when due all claims for labor anaterials in respect of the Project and prevenfiling of liens therefor against
the Land or the Project, provided that Borrowerdneet pay such claims or prevent such liens so &mthe validity thereof is being
contested in good faith and provision for the paghtkereof is made by Borrower in form and manm@istactory to Lender or such
claim or lien has been bonded off within forty-fii4b) days of filing;
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(c) Use proceeds of the Loan solely for the payrméosts approved by Lender;

(d) Permit Lender, its representatives and constmiconsultant, to (i) enter upon the Projecteatsonable times, (ii) inspect the
Project and all materials used in connection with¢onstruction of the Project and (iii) examine@ated plans, specifications and shop
drawings for all architectural, structural, meclahi plumbing, electrical, site development anceothiork for or in connection with the
Project (the “Plans”). It will reasonably cooperatel also use its good faith efforts to cause thieti@ctors (as hereinafter defined) to
cooperate with Lender’s construction consultargrtable him to perform his functions hereunder;

(e) Upon the reasonable demand of Lender or Lesderistruction consultant, correct (i) any defacthe construction of the
Project, and (i) any work which materially and adsely varies from the Plans and which shall netltaeretofore been approved in
writing by Lender or Lendes’ construction consultant or which varies from applicable governmental requirement affecting thad.o
the Project;

(f) Not permit the construction of the Project puast to the Plans, the subcontracts or otherwiseLender or Lender’s
construction consultant shall have approved theesarhich approval shall be provided by Lender ptiothe commencement of
construction of the Project, and any amendmentethehall be approved by Lender or Lender’s coesisn consultant prior to making
any material changes thereto;

(g) Obtain all authorizations, consents, licenges@ermits required to commence, pursue and comtiietconstruction of the
Project approved by Lender and promptly comply witHaws, ordinances or other governmental reguiataffecting the Land or the
Project;

(h) Not change any Budget or any line item thereitfiout the Lender’s prior written approval;

(i) Not finance the construction of the Projectepicthrough the Loan proceeds, equity contributemd the provisions of this Loan
Agreement;

() On or before the date that is twenty-four (Ba)nths after the date hereof, the Project shaljdreerating revenue sufficient to
maintain a minimum Debt Service Coverage Ratiogimafter defined) of not less than 1.0 to 1.0 drading ninety (90) day basis, unle
waived by Lender, such waiver to be made in the aall absolute discretion of Lender. On or befoeedate that is thirtgix (36) month
after the date hereof, the Project shall be geimgratvenue sufficient to maintain a minimum Debt\#ce Coverage Ratio of not less
than 1.15 to 1.0 on a trailing ninety (90) day basnless waived by Lender, such waiver to be nrattee sole and absolute discretion of
Lender. On or before the date that is forty-eigl®) (months after the date hereof, the
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Project shall be generating revenue sufficient &ntain a minimum Debt Service Coverage Ratio dfiless than 1.25 to 1.0 on a trailing
ninety (90) day basis, unless waived by Lendet suaiver to be made in the sole and absolute discref Lender. “Debt Service
Coverage Ratiofneans the sum of total income received by the Bagren a cash basis from Project operations lés®sis incurred o

a cash basis in the operation of the Project (bstscshall not include debt service on the Loanathdr non-cash expenses attributable to
the Project) calculated on an annualized basiglelivby the sum of the Borrower’s interest expearse current maturities of long-term
debt calculated on an annualized basis;

(k) Contribute the Land free and clear of any liaeghe Borrower’s equity capital contribution itihe Project;

() On or before May 31 of each year of the LoamteBorrower and Guarantor shall deliver to Lenal@nual internally prepared
financial statements (including a certified tru@aal rent roll for the Project commencing on cortipteof the Project) and their
respective federal income tax returns for the mnevifiscal year;

(m) Once the Borrower has commenced leasing effortthe Project, the Borrower shall deliver to dena monthly leasing status
report until the Project has reached a 1.0 to EBt[3ervice Coverage Ratio on an annualized tgpilinety (90) day basis, and a
quarterly leasing status report on a calendar blasigafter; and

(n) During the term of the Loan, Borrower shall oand maintain all of its operating accounts fas #roject with the Lender.
6. Conditions Precedent to Initial Advandeender’s obligations under this Agreement to miideelnitial Advance as specified in the
HUD-1 Settlement Statement shall be conditionechypaless Lender otherwise agrees:

(a) Borrower’s delivery to Lender at least five fhisiness days prior to the Initial Advance (ortsskorter period as Lender may
agree to), and Lender’s approval of the following:

(i) Certificates of Insurance showing workers’ canpation insurance, public liability insurance andder’s risk insurance
from a company or companies and in form and amaattsfactory to Lender, together with written ernde, in form and substar
satisfactory to Lender, that all fees and premidoms on account thereof have been paid in full;

(ii) an appraisal of the Project on an “as if coatptl” basis indicating a fair market value thaissiais the minimum loan to
value ratios set forth herein and which is in fanmu substance satisfactory to Lender performechbgdependent licensed
appraiser selected by Lender;

(iii) an opinion of counsel for Borrower and Guatans;
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(iv) authorizing resolutions, copies of the BorraigéArticles of Organization and Operating Agreemnand all amendments
thereto, copies of Comstock Homebuilding's Ceréfecof Incorporation and Bylaws, a current Cetrificof Fact for Borrower
issued by the Commonwealth of Virginia, and a aureertificate for Comstock Homebuilding issuedtbg State of Delaware;

(v) written evidence that the Project has been @pheyond any possibility of appeal, for purposassistent with the
completion of the construction of the Project andsistent with the uses contemplated by Lendes,Agreement and the Loan
Documents;

(vi) to the extent available, a list of the namésalbmajor contractors and materialmen (the “Caators”) who will
perform work or supply materials in connection wittle construction of the Project, together, toakient available, with copies of
all major contracts or subcontracts for such caesion (“Contracts”) which shall be subject to Lend approval in its reasonable
discretion; and

(vii) payment to Lender of a fully earned non-redable Loan fee in the amount$#5,000together with the payment of all third
party expenses incurred by Lender in making thenl.o&cluding, but not limited to, attorneys feesyieonmental reports, credit reports,
pre-construction inspections, appraisals and fleaxhrd certifications; and

(viii) a separate policy of flood insurance in faee amount of the Note or the maximum limit of eage available with
respect to the Project, whichever is the lessemfa company or companies satisfactory to Lendémaitten in strict conformity
with the Flood Disaster Protection Act of 1978 amended, and all applicable regulations adgpiesuant thereto; provided,
however, that in the alternative Borrower may sypmnder with written evidence, in form and substsatisfactory to Lender, to
the effect that such flood insurance is not avéglatith respect to the Land, or Borrower may previd Lender the certificate of a
professional engineer that the Land is not withfload hazard area;

(ix) a paid policy of title insurance (ALTA StandbForm “B” Loan Policy - Current Edition) or a valand enforceable
commitment to issue the same, together with suicisueance agreements and direct access agreensantsyabe required by
Lender, from a company or companies satisfactobyetuder in the amount of the Loan and which magi#orsed or assigned to
the successors and assigns of Lender without additcost, insuring the lien of the Deed of Tresbé a valid first lien on the
Project, free and clear of all defects, exceptamd encumbrances except such as Lender and itselahall have approved, and
which contains affirmative coverage for unrecordezthanics’ and materialmens’ liens;

7




(x) copies of the recorded subdivision plat of tl&d and/or a current survey of the Land, certifetiender by a registered
land surveyor of the jurisdiction in which the Laisdocated, which plat of survey shall clearlyideste at least (i) the location of
the perimeter of the Land by courses and distar{iethe location of all easements, rightswedy, alleys, streams, waters, paths
encroachments; (iii) the location of all buildingstriction lines and set-backs, however establisfiéxdthe location of any streets or
roadways abutting the Land; and (v) the then “ai*dacation of any improvements and the relatimithe improvements by
courses and distances to the perimeter of the Lantiling restriction lines and set-backs, all anformity with the most recent
Minimum Standard Detail Requirements for PropeiitieTSurveys adopted by the American Congress axeying and Mapping
(including any optional items required by Lendetiragreasonably);

(xi) a soil report which shall (i) demonstrate ttiz¢ soil conditions of the Land are suitable far tonstruction of the Project,
and (ii) evidence to Lender’s reasonable satisfadtnat there are no Hydric Soils on the Land (lity8oils are any soil category
upon which construction of Improvements would behiisited or restricted under applicable governmiengiguirements, including,
without limitation, those imposed by the U. S. Ar@grp of Engineers);

(xii) a satisfactory Phase | environmental siteeasment report for the Land;

(xiii) written evidence satisfactory to Lender bEttavailability of sanitary sewer, water and otalolic utilities adequate in
Lender’s judgment to serve the completed Project;

(xiv) certified true financial statements and taturns of the Borrower and the Guarantors for et fhree fiscal periods;

(xv) the standard form of lease agreement thaBtireower will require all tenants to sign in formdasubstance satisfactory
the Lender;

(xvi) the current detailed draw schedule for Prbjedorm and substance satisfactory to the Lender;
(xvii) the current complete and detailed Planstfier Project; and

(xviii) an independent cost review of the entirejBct budget and Plans by an engineer or archstdetted by the Lender
verifying the sufficiency of the Project budgetcimmplete the Project as planned, which cost regieall be at the Borrower’s sole
cost.

(b) The Loan Documents shall each have been ddgwegd by the respective parties thereto and deliv® Lender.
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(c) Financing statements, and any modificationsettog shall have each been duly filed in all pubfiices necessary to provide
public notice or protect the validity and effectiess thereof, and all taxes, fees and other chargesnection therewith shall have been

paid, or appropriate provisions shall have beenenveith respect thereto.
(d) The representations and warranties set for8eiction 4 are all true and correct in all matereabects.

7. Conditions to Advances after the Initial Advandde obligation of Lender to make the Advancesratfte Initial Advance shall be
conditioned upon the satisfaction of the conditisesforth in this Agreement, including the satisifan of the conditions set forth in Section 6
(a)(ii) and Section 6(d) above, and, as requesyddehder, delivery of any updates to the documesgsired to be delivered in Sections 6(a
(vi), (xiv), (xv), (xvi) and (xvii) above, and ohe following additional conditions:

(a) Lender shall have received and approved, iitiaddo such other opinions, documents, instruraemtd assurances as are set
forth herein, the following:

(i) evidence to the reasonable satisfaction of leerdat all work performed on or about the Profext been performed
in a good and workmanlike manner and that all niglteand fixtures generally furnished or instali&dhat stage have been
furnished and installed, and that all such worktemals and fixtures have been paid in full, wdl paid in full using the proceeds of
the Advance, or are scheduled to be paid using patarfor future Advances, as applicable;

(ii) written evidence, in form and substance satigfry to Lender, from all governmental authoritiesing or claiming
jurisdiction to the effect that all grading, buitdi, construction and other permits and licenseessary or required in connection
with the construction of the Project at that sthgee been validly issued; that all fees and boadsired in connection therewith

have been paid in full or posted, as the circunt&samay require;
(iii) final fully approved site plan for the Projec
(iv) copies of all existing inspection and testagp requested by Lender, if any;
(v) reasonably satisfactory evidence that all wiarglace has been approved by all applicable gawental authorities
to the extent, if any, such approval is required;
(vi) a satisfactory status report from Lender’sstouction consultant;
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(vii) a notice of title continuation indicating thaince the date of the last preceding Advanaethas been no change in the
state of title not theretofore approved by Lender.

(b) In the case of the final Advance hereunderdeershall also have received and approved a fiealrelease for all work
performed from each of the Contractors.

8. Interest Reserve and Additional Interest Res@n@unt. Once the Project begins generating rental reveheeBorrower shall apply
the gross rental revenue generated by the Projectsnthe Borrower’s reasonable expenses to optrateroject as approved by the Lender
(the “Rental Revenue”) to the interest expenseherNiote on a monthly basis. Commencing on the luatteof, the Lender shall disburse funds
directly out of the Interest Reserve set forthhia Budget in the amount that the monthly interaghpent exceeds the monthly Rental Revenue
and apply those funds to the payment of interesherLoan as it becomes due. On the earlier dfi¢)ate that is twelve (12) months after the
date hereof, and (ii) the date on which the remagitialance in the Interest Reserve is $25,000ssr tae Borrower shall deposit Five Hundred
Thousand Dollars ($500,000) (the “Additional InetrReserve”) into a secured escrow reserve aceoaimtained by the Lender (the
“Additional Interest Reserve Account”). Once théehest Reserve has been exhausted, the Lenderstmihatically draw Additional Interest
Reserve funds from the Additional Interest Reséweount in the amount by which the monthly interdis¢ on the Loan exceeds the Rental
Revenue and apply that amount against the intduesbn the Note when it is due. The provisionsdfilit B relating to the Lender’s
Contingency are incorporated herein by reference.

9. Limitations on AdvanceslIn addition to the limitations contained in tigreement, Lender shall in no event be obligatedisburse
proceeds of the Loan (i) exceeding the Costs s#t fio the Budget approved by Lender, includingitidividual line items but subject to the
Lender’s agreement to allow reallocation among iiems under certain circumstances in Exhibit B ,which would result in the loan to value
ratios set forth in Section 10 hereof being excde(@) if a petition is filed or other proceeding commenced under any bankruptcy,
insolvency, reorganization or similar laws or stasu(including, without limitation, the Federal Bamptcy Code, as now or hereafter in effect,
or any state insolvency statute or the laws ofjarigdiction) by or against Borrower or any of Bearantors; (iv) if a receiver, custodian,
trustee or liquidator is applied for or appointed Borrower or any of the Guarantors, (v) if a vanitorder of attachment, levy or garnishmer
excess of $100,000 is issued against Borrower poathe Guarantors or the property, assets, anreof any of them and the same is not
appealed, discharged or bonded to Lender’s satiisfawithin sixty (60) days of the date said Borewer Guarantor receives notice thereof; or
(vi) if Borrower shall fail to perform or observaof the covenants or agreements to be performetserved by it hereunder and such fai
continues for a period of ten (10) days after wnithotice of such failure from Lender to Borrower.

10. Loan to Value RatioThe unpaid principal amount of the Loan shallexteed a loan to value ratio of sidight percent (68%) of tl
“as if completed” appraised value of the
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completed Project, as determined by the most resqguraisal obtained by Lender from a third-partgragser selected by Lender. Following
notice from Lender to Borrower that any such loanalue ratio has been exceeded, Borrower shahjmien (10) days of such notice, make a
principal payment on the Loan in an amount suffitte cause the above-referenced loan to valuesrédibe in compliance.

11. [Intentionally omitted]

12. Defaults Each of the following shall constitute a deféndteunder:

(a) if Borrower shall fail to perform or observeyaof the covenants or agreements to be performethserved by it hereunder and
such failure continues for a period of thirty (8i@)ys after the date of written notice of such failfrom Lender to Borrower, provided tl
if such failure is capable of being cured withireasonable period of time but, in Lender’s judgmeatnot be cured within said thirty
(30) day period, then, notwithstanding the foregpemn event of default shall not be deemed to loacearred at the expiration of said
thirty (30) day period if the Borrower (i) commesdie cure of such failure within said thirty (2@)y period, (ii) thereafter diligently ai
expeditiously to Lender’s satisfaction proceedsure such failure, and (iii) completes the curswdh failure within a reasonable period
of time not exceeding ninety (90) days after thidlaat such written notice is sent; or

(b) if any representation or warranty made by Bagoherein shall prove to be false or misleadingrig material respect; or
(c) the dissolution of Borrower or any Guarantar; o

(d) the death of any Guarantor unless the obligataf such Guarantor under the Guaranties are &skbynhis executor or persol
representative within sixty (60) days of the dezfteuch Guarantor, or Lender reasonably deterntiregsthe prospect of full repaymen
the Loan are not materially impaired thereby; or

(e) the occurrence of a default (and the expiratioany applicable cure period) under the Notes &greement, the Guaranties or
any other Loan Document; or

(f) if Borrower, at any time prior to the complatiof the construction of the Project, abandonsstirae or ceases work thereon fi
period of more than thirty (30) days for any reaetirer than a stoppage imposed by a governmerttabty with jurisdiction over the
Project; or

(g9) the filing of any mechanic’s or judgment liegaénst the Land or the Project, or any part thereothe failure to pay (or provide
for payment in a manner satisfactory to Lendemacteasonably) any firm, person or corporationtkatito payment, which firm, person
or corporation has a right to file a mechanic's lagainst the Land or the Project; provided, howeatat the filing of a mechanic’s or
judgment lien affecting the Land or the Projectlishiat be deemed to be an event of default
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provided that either (i) such lien is bonded offBxyrrower within sixty (60) days after Borrowsr'eceipt of notice of the filing thereof,
(i) Borrower posts security for or makes othemagements for protection of Lender reasonablyfsatisry to Lender, within thirty

(30) days after Borrower’s receipt of notice of fhieg of such lien. Notwithstanding the foregoirijany such lien is filed, Lender shall
not be required to make any further Advances hefeuantil Borrower has either bonded off the lisrdascribed in (i) above, or has
posted security or made other arrangements teatiiefaction of Lender as described in (ii) above; o

(h) the failure of Borrower to permit a represeiv@abf Lender to enter the Project and inspecistimae at reasonable times; or

(i) failure by Borrower to disclose to Lender @& #gents or employees, upon reasonable requesiahes of all persons with
whom Borrower has contracted or intends to confiadhe construction of the Project or for therfighing of labor or materials therefor,
or to obtain the approval of such persons by Lemdwn required by this Agreement; or

() any order or decree is entered by any coudoofipetent jurisdiction directly or indirectly enjéng or prohibiting Borrower from
performing any of their obligations under this Agment or commencing, continuing or completing awresion of the Project, and such
order or decree is not vacated, and the proceedunpsf which such order or decree arose are rsohidsed, within twenty (20) days af
the granting of such decree or order.

13. RemediesIn the event of a default hereunder, the Lend®y exercise any and all of the remedies set fortheé Loan Documents
including, but not limited to, its refusal to makey Advances to Borrower.

14. General ConditionsThe following conditions shall be applicable thghout the term of this Agreement.

(a) Borrower hereby indemnifies Lender against@mgenants and agrees to hold Lender harmless frohagainst all loss, cost €
liability resulting from the actions of Borrower mlating to the Project, including, but not lindtto, any and all claims of brokers or
others arising by reason of the execution of trgse&ment or the Note or by reason of the consuromatfi the transactions contemplated
hereby or thereby. The foregoing indemnity, cove@ena agreement of Borrower shall survive the repayt of the Note. Lender
represents and warrants that no brokers or othrepps providing similar services have been retaimedender in connection with the
execution of this Agreement or the Note or the commation of the transactions contemplated hereliiereby.

(b) No Advance in respect of the Loan shall constita waiver of any of the conditions of Lendetdigation to make a further
Advance. No failure or delay by Lender in exeraisany right or privilege hereunder or under anyeoihstrument
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contemplated hereby shall operate as a waiverdharer shall any single or partial exercise thépreclude any other or further exercise
thereof or the exercise of any other right, poweprovilege.

(c) All instruments and documents required herabgffecting the Project, or relating to Borrowetapacity and authority to make
the Loan and to execute the Loan Documents andathein documents, instruments, opinions and aseasaas required under the Loan
Documents and all procedures in connection herestighl be subject to the approval, as to form an®nce, of Lender and its counsel,
R. Kevin Kennedy, PLC (with respect to the inittéddsing documents). All persons or entities resgmador the preparation or execution
of the instruments specifically required hereby ati@bligors thereunder shall be reasonably sattsfy to Lender.

(d) All notices hereunder shall be in writing ardib be deemed to have been delivered and to heere sufficiently given or servi
for all purposes when presented personally or erifilid business day after being sent by certifietegistered mail or by overnight
express courier with signed receipts to the pagteto to whom the same is to be given, at its addstated above or at such other adc
of which it shall have notified the party givingckunotice in writing.

(e) Advances may be made by Lender to Borrowecthrer through a title insurance company, andedisonable third-party costs
associated therewith shall be borne by Borrowedi#@hally, the Lender may make Advances to Borroaredirectly to any of the
Contractors or other payee as Lender may electpvith written notice to Borrower.

(f) Lender shall have the right at any reasonalbie,tand from time to time, but shall be under bbgation, to examine invoices
and statements for labor and material costs in ection with the construction of the Project. Furtheender and its agents shall, (x) at all
reasonable times, have the right of entry anddimess to the Project and, (y) at all reasonaflestiupon reasonable prior notice, have
the right to inspect all books, contracts and résaf Borrower pertaining to the Project. Said awdjpn shall be for the sole benefit of
Lender.

(9) Lender may employ, at Borrower’s expense (lmitto exceed $500.00 per inspection), an indepdraterstruction inspector
who shall review and verify the proposed costsaofstruction, the progress schedule, inspect artdycre stage(s) of completion of the
construction of the Project, and approve each sitipn for an Advance prior to the funding thereof.

(h) Lender may announce and publicize the sour¢dkeoE.oan in such manner as Lender may elect. Ategs request and
expense, Borrower shall place a sign or signd@tation or locations on the Land reasonably sadisfry to Lender and Borrower, which
signs shall recite, among other things, that Leigl&nancing the construction of the Project.
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(i) Neither Lender’s review or approval of the Fdanor any subsequent inspection or review of tlogeEt shall constitute a
representation or warranty by Lender, or its agentgployees, representatives or designees, as tethnical sufficiency or adequacy of
the construction or the physical condition or attyeo aspect of the Project.

15. Applicable Law This Loan Agreement shall be governed by andtcoed, interpreted and enforced in accordance aithpursuant
to the laws of the Commonwealth of Virginia. In #inent that the “choice of law” rules of the Commealth of Virginia can be construed or
interpreted to require the laws of another juridicto govern, the “choice of law” rules of the @monwealth of Virginia shall not apply.

16. Time of EssenceTime shall be of the essence of each and evenjigion of this Loan Agreement of which time iselament.

17. [Intentionally Deleted]

18. Captions and Heading3he captions and headings contained in this lAgnreement are included herein for convenience fefeace
only and shall not be considered a part hereofaaadhot in any way intended to limit or enlarge tivens hereof.

19 No Warranty by LenderBy accepting or approving anything required tabeerved, performed or fulfilled by Borrower orte
given to Lender pursuant to this Loan Agreemerdpiting, without limitation, any certificate, balamsheet, statement of profit and loss or
other financial statement, survey, receipt, apptaisinsurance policy, Lender shall not be deetodthve warranted or represented the
sufficiency, legality, effectiveness or legal effe€ the same, or of any term, provision or comditihereof, and any such acceptance or apy
thereof shall not be or constitute any warrantyepresentation with respect thereto by Lender.

20. Liability of Lender. Lender shall not be liable for any act or omisddy it pursuant to the provisions of this Loan égment in the
absence of fraud, gross negligence or willful mighect. Lender shall incur no liability to Borrowar any other party in connection with the
acts or omissions of Lender in reliance upon amtifz@ate or other paper believed by Lender to bawgne or with respect to any other thing
which Lender may do or refrain from doing, unlesstsact or omission amounts to fraud, gross negtiger willful misconduct. In connectic
with the performance of its duties pursuant to tlian Agreement, Lender may consult with counséisodwn selection, and anything which
Lender may do or refrain from doing, in good faithreliance upon the opinion of such counsel dbalfull justification and protection to
Lender, except in cases of fraud, gross negligenedllful misconduct.

21. No PartnershipNothing contained in this Loan Agreement shaltbestrued in a manner to create any relationsétyvden Borrowe
and Lender other than the relationship of borroaret lender, and Borrower and Lender shall not lbsidered partners or co-venturers for any
purpose.
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22. Severability In the event any one or more of the provisionthif Loan Agreement shall for any reason be helgetinvalid, illegal
or unenforceable, in whole or in part or in anypesg, or in the event any one or more of the piousof the Note or the Loan Documents
operate or would prospectively operate to invaédais Loan Agreement, then and in either of theants, at the option of Lender, such
provision or provisions only shall be held for natignd shall not affect any other provision of Kete or the Loan Documents or the validity
of the remaining Obligations, and the remainingvigions of the Note and the Loan Documents shatkia operative and in full force and
effect and shall in no way be affected, prejudioedisturbed thereby.

23. Successors and Assigrisach and every of the covenants, terms, provésiom conditions of this Loan Agreement, the Noig the
Loan Documents shall apply to, bind and inure ®lbnefit of Borrower, its successors and thosgm@sef Borrower consented to in writing
by Lender, and shall apply to, bind and inure ®hknefit of Lender and the endorsees, transfesaesessors and assigns of Lender, and all
persons claiming under or through any of them. leembvenants that upon any participation of ther, dsnder shall retain complete autho
to negotiate with Borrower, including any amendmsesttmodifications to the Loan Documents.

24. Modification- Waiver. None of the terms or provisions of this Loan Agrent may be changed, waived, modified, dischaoged
terminated except by instrument in writing executgdhe party or parties against which enforcenoéihe change, waiver, modification,
discharge or termination is asserted. None oféhmd or provisions of this Loan Agreement shaltlbemed to have been abrogated or waived
by reason of any failure or failures to enforce shee.

25. Third Parties Benefit. All conditions of the obligations of Lender to kesadvances hereunder are imposed solely and esaljuor
the benefit of Lender and its assigns, and no gibesons shall have standing to require satisfacfesuch conditions in accordance with their
terms or be entitled to assume that Lender wilisefto make advances in the absence of strict ¢amapl with any or all thereof and no other
person shall, under any circumstances, be deemtg adeneficiary of such conditions, any or allvbfch may be freely waived in whole or
part by Lender at any time in the sole and absauézcise of its discretion. The terms and provisiof this Loan Agreement are for the ber
of the parties hereto and, except as herein spabijfiprovided, no other person shall have anytragicause of action on account thereof.
Lender shall in no event be responsible or liablarty person other than to Borrower or Guarantrsifiy advance of or failure to advance the
proceeds of the Loan or any part thereof, and miractor, subcontractor, materialman or other pesswll have any right or claim against
Lender pursuant to this Loan Agreement or the athtnation thereof.

26. Conditions Verification. Any condition of this Loan Agreement which re@sithe submission of evidence of the existenc®or n
existence of a specified fact or facts implies asmdition the existence or non-existence, as éise enay be, of such fact or facts and Lender
shall, at all times, be free independently to dithlio its satisfaction and in its absolute disoresuch existence or non-existence.
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27. CounterpartsThis Loan Agreement may be executed in any nurabeounterparts, each of which shall be considaredriginal for
all purposes; provided, however, that all such teparts shall together constitute one and the sasteiment.

28. Condominium DocumentatiorThe Borrower shall submit all proposed documéatiaithe “Condominium Documents”) intended or
necessary to convert the Project into a multi-aaitdominium regime (the “Condominium Regime”) te ttender for the Lender’s review and
approval prior to the Borrower’s submission of @endominium Documents to any governmental autheeituired to review and approve the
Condominium Documents as a pre-condition to thatae of the Condominium Regime. Once the Lenderapproved the Condominium
Documents, which approval shall not be unreasonedoglitioned, delayed or withheld, the Lender sbalisent to and/or execute such
Condominium Documents as are required of the Lendéts capacity as the holder of a security ies¢tin the Land, to facilitate the
Borrower’s conversion of the Project into a condaionin regime under the laws of the Commonwealth in§ivia.

IN WITNESS WHEREOF, Lender and Borrower have caubexlAgreement to be executed the day and yesdrdivove written.

LENDER:

CARDINAL BANK , a banking corporation organized
under the laws of the Commonwealth of Virgi

By:
(SEAL)
Richard F. Schoe
Senior Vice Presidel

BORROWER:

COMSTOCK CASCADES Il, L.C., a Virginia limited
liability company

Address:
By: Comstock Homebuilding Companies, Inc.,
its manage
c/o Comstock Homebuilding Companies, |
11465 Sunset Hills Road ! Floor
Reston, Virginia 2019
Christopher D. Clemen By: (SEAL)

Chief Executive Office
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EXHIBIT A

Legal Description

All those certain lots, pieces or parcels of laitdate, lying and being in Loudoun County, Virginieing more particularly described as
follows:

BEGINNING AT A POINT ON THE NORTHERLY RIGHT OF WAYOF HARRY BYRD HIGHWAY, ROUTE 7, 110 FEET
WIDE, SAID POINT BEING THE SOUTHWESTERLY CORNER OFHE PROPERTY OF THE COMMONWEALTH OF
VIRGINIA (STATE BOARD FOR COMMUNITY COLLEGES) AS AQUIRED IN DEED BOOK 474 AT PAGES 181 AND 1!
AND DEED BOOK 596 AT PAGE 523 AMONG THE LAND RECORDOF LOUDOUN COUNTY, VIRGINIA; THENCE
RUNNING WITH SAID ROUTE 7
NORTH 57° 00’ 05" WEST, 277.34 FEET TO A POINT; TNEE DEPARTING ROUTE 7 AND RUNNING WITH THE
EASTERLY LINES OF THE COMMONS ON POTOMAC SQUARE COXMMINIUM, PHASE TWO
NORTH 32° 59’ 55" EAST, 131.50 FEET TO A POINT; TNEE
NORTH 57° 00’ 05" WEST, 2.00 FEET TO A POINT; THERC
NORTH 32° 59’ 55" EAST, 126.00 FEET TO A POINT; TNEE
SOUTH 57° 00’ 05" EAST, 64.06 FEET TO A POINT; THEK
NORTH 32° 59’ 55" EAST, 42.72 FEET TO A POINT; THEX&
NORTH 19° 09’ 09" EAST, 137.65 FEET TO A POINT; TNEE
NORTH 70° 50’ 51" WEST, 209.69 FEET TO A POINT; TNEE
NORTH 77° 26’ 27" WEST, 27.17 FEET TO A POINT,;
NORTH 57° 00’ 05" WEST, 31.56 FEET TO A POINT; THER RUNNING WITH THE EASTERLY LINES OF THE
COMMONS ON POTOMAC SQUARE CONDOMINIUM, PHASE ONE
NORTH 32° 59’ 55" EAST, 53.15 FEET TO A POINT; THEX
NORTH 01°35’ 08” EAST, 102.44 FEET TO A POINT ONSOUTHERLY LINE OF COURTLANDS AT
CASCADES A CONDOMINIUM, DEED BOOK1792 PAGE 2065; BNCE RUNNING WITH SAID COURTLANDS AT
CASCADES A CONDOMINIUM
SOUTH 70° 50’ 51" EAST, 42.21 FEET TO A POINT; THEE
NORTH 33° 54’ 44" EAST, 20.92 FEET TO A POINT; THEMX
SOUTH 83° 01’ 16" EAST, 93.77 FEET TO A POINT; THEE
NORTH 19° 09’ 09" EAST, 25.00 FEET TO A POINT; THEX
SOUTH 70° 50’ 51" EAST, 165.00 FEET TO A POINT; TNEE
NORTH 19° 09’ 09" EAST, 25.00 FEET TO A POINT; THEX
SOUTH 70° 50’ 51" EAST, 118.50 FEET TO A POINT OME WESTERLY LINE OF SAID PROPERTY OF THE
COMMONWEALTH OF VIRGINIA; THENCE RUNNING WITH SAIDWESTERLY LINE

SOUTH 19° 09’ 09" WEST, 724.37 FEET TO THE POINT BEGINNING, CONTAINING 177,297 SQUARE FEET OR
4.0702 ACRES, MORE OR LES



EXHIBIT B

Loan Budget

Closing/Acg. Cost: $ 130,00(
Direct Constructiot 8,810,00!
Indirect Constructiott 1,060,001
Interest Reserv 500,00(
Suk-Total Loan Proceec $10,500,00
Lende’s Contingenc? 500,00(
Total Loan Proceec $11,000,00

1. Indirect construction shall include draws for geh@ontracting fee, corporate franchise taxesitiesl marketing, and grounds
maintenance expenst

2. The Lender may advance, in its sole discretioan proceeds out of the Lender's Contingency diture interest costs on the Loan
on a monthly basis but only after all Loan proceedtie $500,000 Interest Reserve included in thedgt and all funds that the
Borrower deposits into the Additional Interest ReseAccount pursuant to Section 8 hereof have loksbursed for the payment of
interest on the Loan. The maximum amount that #eder shall advance out of the Lender’'s Contingevithpe the amount by
which interest on the Loan exceeds rental reveenemted by the Project on a mc-by-month basis

3. Advances under the Loan will be disbursed in acaoce with the draw schedule attached hereExhibit B-1 (the“Draw
Schedule”). The Draw Schedule is based on finad bedeived by Borrower but Lender acknowledgesetieuld be additional cost
savings or cost overruns on the Project. In suemi\Lender, in its sole but reasonable discresball allow Borrower to realloca
individual items in the Loan Budget or from the @ngency line item



EXHIBITB -1
Draw Schedule

[Copy attached]



List of Subsidiaries

Name

Exhibit 21.1

State of Incorporation

or Organization

©ONOU AN

Buckhead Overlook, LL(
Comstock Acquisitions, 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 Blooms Mill II, L.C
Comstock Brandy Station, L.(
Comstock Carter Lake, L.(
Comstock Cascades, L.
Comstock Communities, L.(
Comstock Countryside, L.C
Comstock Delta Ridge Il, L.L.C
Comstock East Capitol, L.L.(
Comstock Emerald Farm, L.
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 Atlanta, LL
Comstock Homes of North Carolina, L.L.
Comstock Homes of Raleigh, L.L.:
Comstock Homes of Washington, L.
Comstock James Road, L.L.
Comstock Kelton IlI, L.C
Comstock Lake Pelham, L.t
Comstock Landing, L.L.C
Comstock Loudoun Condos 1, L.
Comstock Massey Preserve, L.L
Comstock North Carolina, L.L.C
Comstock Penderbrook, L.
Comstock Potomac Yard, L.
Comstock Realty, LLC

Comstock Ryan Park, L.(
Comstock Sherbrooke, L.t
Comstock Station View, L.C
Comstock Summerland, L.t
Comstock Wakefield, L.L.C
Comstock Wakefield II, L.L.C
Culpeper Commercial, L.C
Highland Avenue Properties, LL
Highland Station Partners, LL
Mathis Partners, LL(

North Shore Raleigh II, L.L.C
Post Preserve, LL!

Raleigh Resolution, L.L.C
Settlement Title Services, L.L.t
TCG Debt Fund II, L.C

TCG Fund |, L.C

Tribble Road Development, LL
Comstock Cascades Il, L
Comstock Ventures XVI, L.C

New Hampshire Ave. Ventures, L.L.
W. Street Ventures, L.L.C
Comstock Property Management, L
Comstock Services, L.(

Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Georgia
North Caroline
North Caroling
Virginia
Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
North Caroling
Virginia
Virginia
Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia
Georgia
Georgia
Georgia
Virginia
Georgia
Virginia
Virginia
Virginia
Virginia
Georgia
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdlee Registration Statement on Form S-8 (No-B33709) of Comstock
Homebuilding Companies, Inc. of our report datedde81, 2010 relating to the financial statemewtsich appears in this Form 10-K.

/s/ PRICEWATERHOUSEC OOPERSLLP
McLean, Virginia

March 31, 201:



Exhibit 31.1

CERTIFICATION OF CHAIRMAN AND CHIEF EXECUTIVE OFFIC ER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Christopher Clemente, certify that:

1. | have reviewed this annual report on Form 16fKComstock Homebuilding Companies, Inc. for tteedil year ended December 31,
2010;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat, and cash flows of the registrant as of, amdthe period 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) and 15&))}%(nd internal control over financial reportireg @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the itegi’s internal control over financial reportirftat occurred during the registramfourtl
fiscal quarter of the fiscal year ended Decembe2810 that has materially affected, or is reasbnigtely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
function):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invalwveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 31, 2011

/s/ CHRISTOPHERC LEMENTE
Christopher Clement

Chairman and Chief Executive Offic
(Principal executive officel




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph M. Squeri, certify that:

1. | have reviewed this annual report on Form 16fKComstock Homebuilding Companies, Inc. for tieedil year ended December 31,
2010;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat, and cash flows of the registrant as of, amdthe period 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) and 15&))}%(nd internal control over financial reportireg @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over foahreporting to be designed under our
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the itegi’s internal control over financial reportirftat occurred during the registramfourtl
fiscal quarter of the fiscal year ended Decembe2810 that has materially affected, or is reasbnigtely to materially affect, the registrant’s
internal control over financial reporting;

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
function):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invalwveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 31, 2011

/s/ JOSEPHM. S QUERI
Joseph M. Sque

Chief Financial Office
(Principal financial officer




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 10fCamstock Homebuilding Companies, Inc. (the “Comgafor the year ended
December 31, 2010, as filed with the SecuritiesEBxechange Commission on the date hereof (the “R8perach of Christopher Clemente,
Chairman and Chief Executive Officer of the Company Joseph M. Squeri, Chief Financial Officerhef Company, certify, to our best
knowledge and belief, pursuant to 18 U.S.C. § 13S(gdopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934 (15 U.S.C. 78m(a)
780(d)); and

(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: March 31, 2011 /s/ CHRISTOPHERC LEMENTE
Christopher Clement
Chairman and Chief Executive Offic

Date: March 31, 2011 /s/ JOSEPHM. S QUERI

Joseph M. Sque
Chief Financial Office




