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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastags.

YES M NO O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check one)
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

June 30, 200 December 31, 20C

ASSETS
Cash and cash equivalel $ 22,73¢ % 42,167
Restricted cas 13,157 10,80(
Receivable: 2,52¢ 6,36¢
Note receivablt — 1,25(
Due from related partie 3,381 2,89¢
Real estate held for development and 476,53¢ 263,80:
Inventory not owne— variable interest entitie 50,49( 89,89(
Property, plant and equipme 1,814 605
Investment in real estate partnerst (88) (35
Deferred income ta — 2,54t
Other asset 12,03 11,03:
TOTAL ASSETS $ 582,58 $ 431,31¢
LIABILITIES AND SHAREHOLDERE EQUITY
Accounts payable and accrued liabilit $ 5081 $ 59,13
Due to related partie 39 40
Obligations related to inventory not own 48,20¢t 83,01t
Notes payabli 286,52! 142,99«
Junior subordinated de 30,00( —
Notes payab—related partie 663 663
Deferred income ta 8,43( —
TOTAL LIABILITIES 424,67 285,84:
Commitments and contingencies (Note
Minority interest 402 40C
SHAREHOLDERS EQUITY
Class A common stock, $0.01 par value, 77,266,580es authorized, 14,120,222 and 11,532,442
issued and outstandir 141 11F
Class B common stock, $0.01 par value, 2,733,588stauthorized, 2,733,500 issued and
outstanding 27 27
Additional paic-in capital 146,62( 126,46:
Treasury Stock, at cost (258,400 Class A Commook$ (1,865 —
Retained earning 12,59( 18,47:
TOTAL SHAREHOLDERS EQUITY 157,51 145,07¢
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 582,558 $ 431,31¢

The accompanying notes are an integral part oktheasolidated financial statements.




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except share data)

Revenue:
Sale of real este—Homes

Other revenu

Total revenue

Expense!
Cost of sales of real estz
Cost of sales of othe
Impairments and wri-offs
Selling, general and administrati

Operating (loss) incom
Other (income) expense, r

(Loss) income before minority interest and equitgarnings of real est:
partnership:
Minority interest

(Loss) income before equity in earnings of reahtespartnership
Equity in earnings of real estate partners|

Total pre tax (loss) inconr
Income tax (benefit) provisia

Net (loss) incomi

Basic earnings per she

Basic weighted average shares outstan
Diluted earnings per sha

Diluted weighted average shares outstan

Three Months Ended June 30
2006 2005
$ 50,35 $39,59¢

34€ 312
50,69 39,91:
41,29t 29,65¢

21 9
12,91« 0
8,42¢ 5,60¢
(11,962 4,63¢

(355) (154
(11,607 4,79(

12 7
(11,619 4,78
(26) 4
(11,64Y 4,787
_(452) 1,721
$ (7,129 $ 3,06¢
$ (0.4 $ 0.2¢
15,03¢ 11,83!
$ (0.4 $ 0.2¢
15,03¢ 11,99:

IES

Six Months Ended June 30,

2006

$ 86,71¢

57¢€
87,29

68,45¢
30
12,91
16,07
(10,189
(587)
(9,597
5

(9,602)

(53)

(9,65¢)
(3,779

$ (5,889
$ (0.4))

14,51

$ (0.4

14,51

The accompanying notes are an integral part oktbeasolidated financial statements

2005

$68,06¢

57€
68,64(

47,24¢
20

0
10,66(

10,71:
(190)

10,90:
8

10,89:

34




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands, except share data)

Six Months Ended June 30,

2006 2005
Cash flows from operating activitie
Net (loss) incomi $ (5,889 $ 6,87¢
Adjustment to reconcile net (loss) income to nahcased in operating activiti
Amortization and depreciatic 25¢ 81
Write-down of land, deposits and |-acquisition cost 12,91 —
Loss on disposal of ass¢ — 9
Minority interest 5 8
Equity in losses (earnings) of real estate partrips: 53 (34
Amortization of stock compensatis 1,54¢ 1,08¢
Deferred income taxe (4,769 (329
Changes in operating assets and liabilii
Restricted Cas (2,357 (5,836
Receivable! 5,62( (5,079
Due from related partie (482 (203)
Real estate held for development and (108,416 (109,49)
Other asset 4,45] 3,24¢
Accounts payable and accrued liabilit (21,58) 9,12(
Income tax payabl — 863
Due to related partie (1) (72)
Net cash used in operating activit (118,63f) (99,74Y)
Cash flows from investing activitie
Purchase of property, plant, and equipn (1,236 (121
Distributions of capital from investments in reatate partnershif — 60
Business acquisitions, net of cash acqu (15,497 —
Net cash used in investing activiti (16,727 (61)
Cash flows from financing activitie
Proceeds from notes payal 160,79¢ 116,27¢
Proceeds from junior subordinated d 30,00( —
Proceeds from related party notes pay: — 444
Payments on notes payal (91,635 (50,15¢)
Payments on related party notes pay: (8,125
Contribution from minority shareholde — 79
Distributions paid to minority shareholde 3 (2,409
Distributions paid to shareholde — (6,309
Proceeds from shares issued under employee stockgse plai 78 36
Purchase of treasury sto (1,869 —
Net proceeds from equity offerin 18,56 52,81(
Net cash provided by financing activiti 115,93! 102,64t
Net (decrease) increase in cash and cash equis (19,429 2,83¢
Cash and cash equivalents, beginning of pe 42,16% 67,55¢
Cash and cash equivalents, end of pe $ 22,73¢ $ 70,39;

The accompanying notes are an integral part obthessolidated financial statements




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

1. ORGANIZATION AND BASIS OF PRESENTATION
Comstock Homebuilding Companies, Inc. (the “Compamas incorporated on May 24, 2004 as a Delawarparation.

Our common stock is traded on the NASDAQ Nationakkét under the symbol “CHCI”. We have no publading history prior to
December 17, 2004.

The consolidated financial statements and notéseo€ompany as of June 30, 2006 and for the thmdeia months ended June 30, 2006 and
2005 have been prepared by management without, audéuant to rules and regulations of the Seesrdind Exchange Commission and
should be read in conjunction with the December2BD5 audited financial statements contained ilGbmpany’s Annual Report on Form
10-K for the year then ended. In the opinion of agement, all normal, recurring adjustments necggeathe fair presentation of such
financial information have been included. The prapan of financial statements in conformity witbcaunting principles generally accepted
in the United States of America requires managertemake estimates and assumptions that affe@rtimints reported in the financial
statements and accompanying notes. Certain inflwmand footnote disclosures normally includedrnnaal financial statements prepared in
accordance with accounting principles generallyepted in the United States of America have beed@used or omitted.

The Company historically has experienced and eggeatontinue to experience variability in quastedsults. The consolidated statement of
operations for the three and six months ended 30n2006 is not necessarily indicative of the risstd be expected for the full year.

We engage in the business of residential land dpweént, production home building, high-rise condamin development, condominium
conversion and land sales in the greater Washin@d., Raleigh, North Carolina, Charlotte, Nortar@lina, Myrtle Beach, South Carolina
and Atlanta, Georgia markets. Our business wasdfediim 1985 by Christopher Clemente, our Chairnrah@hief Executive Officer, as a
residential land developer and home builder focusethnd development and semi-custom homebuildintge northern Virginia suburbs of
Washington, D.C. In 1992, we repositioned ourseasea finished-lot-option production home buildesidsed on moderately priced homes in
areas where we could more readily purchase finislidding lots through option contracts. In 199% entered the Raleigh, North Carolina
market. In the late 1990s we began entitling anekbping land once again and in the early 2000&@&same active in development and
construction of mixed-use and urban in-fill progent the greater Washington, DC area. In all ofroarkets we focus on middle-market
products for first time, early move-up and firstyeedown home buyers. In January 2006, we complbdcquisition of Parker Chandler
Homes, Inc. and expanded into the Atlanta, Geofgfmrlotte, North Carolina and Myrtle Beach, SoQ#rolina area. In May 2006, we
completed the acquisition of Capitol Homes, Incioltexpanded our existing presence in Raleigh,iNGdrolina.

For purposes of identification and description,axe referred to as the “Predecessor” for the pgriaa to the IPO in December 2004, the
Company for the period subsequent to the IPO, ared™“us,” and “our” for both periods.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In June 2006, the FASB issued FASB Interpretation48, “An Interpretation of FASB Statement No. TQ9FIN 48”) which clarifies the
accounting for uncertainty in income taxes recoeghiin a company'’s financial statements in accordavith FASB Statement No. 109,
“Accounting for Income Taxes.” This Interpretatiprescribes a recognition threshold and measureatgiitute for the financial statement
recognition and measurement of a tax position takexxpected to be taken in a tax return. FIN 4f&ces the benefit recognition approach,
where a tax benefit is recognized when it is “mideely than not” to be sustained based on the teehmerits of the position.




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

This Interpretation is effective for fiscal yeamginning after December 15, 2006. The Companyasuating the impact of FIN 48 on its
consolidated financial statements.

On June 29, 2005, the Emerging Issues Task FoEl&K”) reached a consensus on EITF Issue No. 04m&ermining Whether a General
Partner, or the General Partners as a Group, Gsmriidmited Partnership or Similar Entity When thimited Partners Have Certain

Rights” (“EITF 04-05"). The scope of EITF 04-05lisited to limited partnerships or similar entitigsich as limited liability companies that
have governing provisions that are the functioaiiealent of a limited partnership) that are natialale interest entities under FIN 46 and
provides a new framework for addressing when amgépartner in a limited partnership, or managirgnmber in the case of a limited liability
company, controls the entity. Under EITF 04-05,may be required to consolidate certain investmehéd,are not variable interest entities,
in which we hold a general partner or managing namerest. EITF 0405 is effective after June 29, 2005 for new ergif@med after suc
date and for existing entities for which the agreeta are subsequently modified and is effectivetorfiscal year beginning January 1, 2006
for all other entities. The adoption of EITF 04-difl not have any impact on our financial statements

3. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

Real estate held for development and sale incllastel land development costs, interest and othestaaction costs and is stated at cost or,
when circumstances or events indicate that theastate held for development or sale is impairedstimated fair value.

Land, land development and indirect land developfroests are accumulated by specific project aratated to various lots or housing units
within that project using specific identificationdallocation based upon the relative sales valni¢,or area methods. Direct construction
costs are assigned to housing units based on gpigeihtification. Construction costs primarily lnde direct construction costs and
capitalized field overhead. Other costs are coradridf prepaid local government fees and capitalizestest and real estate taxes. Selling
costs are expensed as incurred.

Estimated fair value is based on comparable sdlesabestate in the normal course of businessuexisting and anticipated market
conditions. The evaluation takes into consideratii@ncurrent status of the property, various retbms, carrying costs, costs of disposition
and any other circumstances, which may affectviaiue including management’s plans for the propétye to the large acreage of certain
land holdings, disposition in the normal coursbuginess is expected to extend over a number of yAawrite-down to estimated fair value
is recorded when the carrying value of the propexiseeds its estimated fair value. These evalusioe made on a property-by-property
basis. The Company assesses the impairment céstdb assets whenever events or changes in ctanras indicate that the net book value
may not be recoverable.

During the second quarter of 2006, the Company rapeed continued significant slowdown in demandhfomes at several of its projects.
This slowdown in demand resulted in lower overalés volume, reduction in selling prices, increasaoncessions being offered to
customers and extensions of estimated project catiopldates. As a result, the Company evaluateld ekits projects to determine if
recorded carrying amounts were recoverable. Thatuation resulted in an aggregate impairment chaf§®,500 at seven projects
throughout the Company’'markets. The impairment charge was calculatedjusdiscounted cash flow analysis model, whiakejgsendent c
several subjective factors, including the selectiban appropriate discount rate, estimated avesaliiag prices and estimated sales and
absorption rates. The estimates used by the Conmraryased on the best available information abfailat the time the estimates are made.
Adverse changes to these estimates in future Eedodld result in additional material impairmentcamts to be recorded.

In addition to the impairment charges, as a refuturrent market conditions, the Company wroteagfiproximately $3.4 million related to
deposits on option contacts, value assigned t@ogintracts and related feasibility costs.




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

Real estate held for development and sale coristee following:

June 30, December 31

2006 2005
Land and land development co $250,43t $ 119,53(
Cost of construction (including capitalized intdrasd real estate taxe 226,09¢ 144,27
$476,53: $ 263,80:

4. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developnatmharket prices from various entities under fipeide purchase agreements. The
purchase agreements require deposits that mayrfieitdd if the Company fails to perform under tlggeements. The deposits required under
the purchase agreements are in the form of cakgtters of credit in varying amounts. The Comparaynat its option, choose for any reason
and at any time not to perform under these purchgssements by delivering notice of its intenttaoacquire the land under contract. The
Companys sole legal obligation and economic loss for failto perform under these purchase agreementgicatly limited to the amount ¢
the deposit pursuant to the liquidated damagesigioovcontained within the purchase agreement. Aessalt, none of the creditors of any of
the entities with which the Company enters intaviand fixed price purchase agreements have recoaitbe general credit of the Company.
The Company also does not share in an allocati@itloér the profit earned or loss incurred by ahtghese entities with which the Company
enters fixed price purchase agreements.

The Company has concluded that whenever it optanms or lots from an entity and pays a significaon-refundable deposit as described
above, a variable interest entity is created utfueprovisions of FIN 46-R, Consolidation of Vat@lnterest Entities. This is because the
Company has been deemed to have provided subardifinincial support, which refers to variable et that will absorb some or all of an
entity’s expected theoretical losses if losses nctioe Company, therefore, examines the entitiéis which the Company enters into fixed
price purchase agreements for possible consolidatiche Company under FIN 46-R. This requiresGbepany to compute expected losses
and expected residual returns based on the praaififuture cash flows as outlined in FIN 46-Rni3 calculation requires substantial
management judgments and estimates. In additimause the Company does not have any contractaaVrership interests in the entities
with which it contracts to buy the land, the Compdnes not have the ability to compel these devato entities to provide financial or
other data to assist the Company in the performaht®e primary beneficiary evaluation.

The Company has evaluated all of its fixed pricechase agreements and has determined that it [githary beneficiary of some of those
entities. As a result, at December 31, 2005, the@amy has consolidated five entities in the accoming consolidated balance sheets. The
effect of the consolidation at December 31, 2005 tha inclusion of $89,890 in “Inventory not ownedariable interest entities” with a
corresponding inclusion of $83,015 (net of landat#s paid of $6,875) to “Obligations related t@entory not owned.At June 30, 2006, tt
Company consolidated seven entities in the accopiparconsolidated balance sheet. The effect ottresolidation at June 30, 2006 was the
inclusion of $50,490 in “Inventory not owned—vari@linterest entities” with a corresponding inclusaf $48,206 (net of land deposits paid
of $2,284) to “Obligations related to inventory motned.” Creditors, if any, of these variable ietgrentities have no recourse against the
Company.

5. WARRANTY RESERVE




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

Warranty reserves for houses sold are establishedver potential costs for materials and labohwégard to warranty-type claims expected
to arise during the one-year warranty period predily the Company or within the five-year statuyamandated structural warranty period.
Because the Company subcontracts its homebuildorg,w8ubcontractors are required to provide the gamyg with an indemnity and a
certificate of insurance prior to receiving paynefutr their work. Claims relating to workmanshiplanaterials are generally the primary
responsibility of the subcontractors and produchufiacturers. The warranty reserve is establishélueatime of closing, and is calculated
based upon historical warranty cost experiencecanant business factors. Variables used in theutation of the reserve, as well as the
adequacy of the reserve based on the number ofdstitlaunder warranty, are reviewed on a peridudisis. Warranty claims are directly
charged to the reserve as they arise. The followabte is a summary of warranty reserve activitigiol is included in accounts payable and
accrued liabilities for the three and six monthdezhJune 30, 2006 and 2005:

Three Months Ended June 3C Six Months Ended June 30,
2006 2005 2006 2005
Balance at beginning of peri $ 1,31C $ 954 $ 1,20¢ $ 91€
Additions 514 153 814 30¢
Releases and/or charges incur (267) (162 (469 (280
Balance at end of peric $ 1,557 $ 94F $ 1,557 $ 94F

6. CAPITALIZED INTEREST AND REAL ESTATE TAXES

Interest and real estate taxes incurred relatinbaalevelopment of lots and parcels are capithliageal estate held for development and sale
during the active development period, which gemg@mmences when borrowings are used to acquileestate assets and ends when the
properties are substantially complete. Intereshjsitalized based on the interest rate applicab$pécific borrowings or the weighted average
of the rates applicable to other borrowings duthmgperiod. Interest and real estate taxes capgthlio real estate held for development and
sale are expensed as a component of cost of satetated units are sold.

The following table is a summary of interesturred and capitalized:

Three Months Ended June 3C Six Months Ended June 30
2006 2005 2006 2005
Total interest incurre $ 6,84/ $ 3,25¢ $11,61: $ 5,761
Beginning interest capitalize 15,56 $ 5,98 11,59( $ 4,524
Plus: Interest incurred on notes paye 6,824 2,99 11,57 5,09¢
Plus: Interest incurred on related party notes pls 20 18¢ 40 26¢
Less: Interest expensed as a component of coated 1,567) (1,159 (2,369 (1,880
Ending interest capitalize $20,83¢ $ 8,00¢ $20,83¢ $ 8,00¢

7. EARNINGS PER SHARE

The following weighted average shares and sharaeguts, using the treasury stock method, are tsedlculate basic and diluted earnings
per share for the three and six months ended Jurn2086 and 2005:

Three Months Ended June 3C Six Months Ended June 30,
2006 2005 2006 2005
Basic earnings per she
Net (loss) incom $ (7,127 $ 3,06¢ $ (5,889 $ 6,87¢
Basic weighte-average shares outstand 15,03¢ 11,83 14,51 11,727




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

Three Months Ended June 3( Six Months Ended June 30,
2006 2005 2006 2005
Per share amoun $ (0.47) $ 0.2¢€ $ (0.4)) $ 0.5¢
Dilutive earnings per sha

Net income $ (7,12)) $ 3,06¢ $ (5,889 $ 6,87¢
Basic weighte-average shares outstand 15,03¢ 11,83 14,51 11,727
Stock options and restricted stock gre — 162 — 15E
Dilutive weighte(-average shares outstand 15,03¢ 11,99: 14,51 11,88:
Per share amoun $ (0.49) $ 0.2¢€ $ (0.4 $ 0.5¢

During the three and six months ended June 30,, 2879 and 92,209 shares where excluded frordithied shares outstanding because
inclusion would be anti-dilutive.

Comprehensive income

For the three and six months ended June 3B 20d 2005, comprehensive income equaled net iecthrarefore, a separate statement of
comprehensive income is not included in the accayipg combined consolidated financial statements.

8. INVESTMENT IN REAL ESTATE PARTNERSHIPS

Prior to the Company’s acquisition of Comstock &srn December of 2004, Comstock Service in 2084 invested $41 in North Shore
Investors, LLC (“North Shore”) for a 50% ownersliperest. North Shore was formed to acquire aneldgvresidential lots and construct
single family and townhouse units. In 2002, assalteof recognizing its share of net losses inalitng North Shore, Comstock Service
reduced its investment in North Shore, to $0. Thenflany, as part of the acquisition of Comstock Bervecorded this investment in North
Shore at $0.

On June 28, 2005 the Company received a capitidiroal North Shore in the amount of $719 so thattN&hore may comply with certain
debt repayments. Because the Company may be adig@aprovide future financial support to covertaer debt repayments, the Compan)
recording its share of losses incurred by Northr8lwthe accompanying financial statements iratimeunt of $(26), for the three months
ended June 30, 2006 and 2005, respectively. Thep@oy's share of losses were $(53) and $(26) fosthenonths ended June 30, 2006 and
2005, respectively.

During the third quarter of 2005, the Company, anager of an affiliated entity, exercised its optights to purchase the project acquisit
development and construction loan made for thefiieafeNorth Shore. The Company finalized the pwasé of the loans on or about
September 8, 2005 and issued a notice of defadinthe acquisition and development loan at matoritSeptember 30, 2005. The Comg
then filed suit for collection of the loans againse of the individual guarantors under the loamoabout October 21, 2005 and initiated
foreclosure proceedings on or about November 18520n or about December 22, 2005, the individualrgntor subject to the earlier suit
filed a countersuit against two of the officersled Company who were also individual guarantorseaite acquisition and development lo
The Company has agreed to indemnify these offiddrs.Company, as manager of an affiliated entégyasd held a foreclosure sale on
March 24, 2006 in which it was the highest biddwwever, transfer of title to the property has bdelayed pending judicial resolution of a
suit filed on March 24, 2006 by the naffiliated 50% owner of North Shore. On June 3@M&ahe Company, on its own behalf and on be
of affiliates, filed an additional lawsuit expangdithe number of party defendants, demanding edaitalief and demanding $33,000 in
damages. As of June 30, 2006, the Company catreetbtiowing amounts in its financial statementsated to North Shore:

Investment in real estate partnerst $ (89
Development and construction loan receivz $3,23¢




COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

The Company has evaluated the carrying value @fvisstment in and receivables from North Shorethist time the Company does not
believe an impairment reserve is warranted. Howevesr possible this may change in future periddsaddition, based on results of
negotiations, the Company may, in the future beaired to consolidate the North Shore entity.

9. ACQUISITIONS

On January 19, 2006, the Company acquired allefdbued and outstanding capital stock of Parkan@ler Homes, Inc., a homebuilder in
the Atlanta, Georgia metropolitan market, for ahcpsrchase price of $10,400 (including transactiosts) and the assumption of $63,800 in
liabilities. The results of Parker Chandler Homesiacluded in the accompanying financial statemémtm the period January 19, 2006 to
June 30, 2006. The Company accounted for thisadios in accordance with SFAS No. 141. “Businesm@inations” Approximately $700
of the purchase price was allocated to intangibiéis a weighted average life of 4.6 years. Therigthles are related to the Parker Chandler
trade name, employment and non-compete agreemaetee into with certain selling shareholders. T@mainder of the purchase price was
allocated to real estate held for development afeland land option agreements. There was no gdaedabdrded.

On May 5, 2006, the Company acquired all of thedsisand outstanding capital stock of Capitol Horres, a homebuilder in North

Carolina, for a cash purchase price of $7,500 (tticlg transaction costs) and the assumption of6B®0in liabilities. The results of Capitol
Homes are included in the accompanying financatkstents from the period May 5, 2006 to June 3062The Company accounted for this
transaction in accordance with SFAS No. 141. “BessnCombinations” Approximately $251 of the purehasce was allocated to
intangibles with a weighted average life of 2.7rge@ he intangibles are related to the Capitol Hetn@de name, employment and non-
compete agreements entered into with certain geslirareholders. The remainder of the purchase waseallocated to real estate held for
development for sale and land option agreemenstelivas no goodwill recorded in connection withithigal purchase accounting.

However, the Company may be obligated to pay an-eat in the amount of $2,500 if certain profit miaus are achieved over the course of a
3 year period. In the event, an earn-out amountrnes payable, it will be recorded as goodwill.

10. DEBT

On May 4, 2006, the Company closed on a privatidgesl 30-year, $30 million junior subordinated umsed note offering with a five year
fixed rate of 9.72% and a floating rate of Libo#A 2% thereafter. Interest payments are due quarsétth principal due at the end of the

30 year term. The Company is required to maintaftain covenants which include the maintenanceiofimum tangible net worth in the
amount of $120,000, a leverage ratio not to ex&#&and a fixed charge ratio not to be less than 2:

On May 26, 2006, the Company became a borroweupntgo the Borrowing Base Revolving Credit Agreatrieetween the Company and
Wachovia Bank. Pursuant to the Borrowing Base RenglFacility, the lender agreed to advance up toeaimum of $40 million at any

given time under a senior secured revolving criedility bearing interest equal to the 30 day LIB@Re + 2.75%. The loan is secured by
certain projects of the Company in North Carolida.of June 30, 2006, the Company had drawn $11y&der this facility. The Company is
required to maintain certain covenants which inelttte maintenance of minimum tangible net wortthemamount of $125,000 increasing
each year by 25% of income before taxes, EBITDAdbt service ratio equal to or greater than 2&senior liabilities to tangible net worth
ratio which is less than or equal to 2.5:1 andadentestrictions on the number of speculative hothe<Company may have at any given time.

11. INCOME TAX

Income taxes are accounted for under the assdiadnility method in accordance with SFAS 109 “Acading for Income Taxes.” Deferred
tax assets and liabilities are recognized for theré tax consequences attributable to differebetseen the financial statement carrying
amounts of existing assets and liabilities andrtfesipective
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tax basis. Deferred tax assets and liabilitiesna@asured using enacted tax rates expected to pfalyable income in the years in which
those temporary differences are expected to beveeed or settled. The effect on the deferred tartasand liabilities of a change in tax rates
is recognized in income in the period that incluttessenactment date.

Deferred income taxes reflect the net tax effettermporary differences between the carrying amoohassets and liabilities for financial
reporting purposes and the amounts used for in¢ampurposes. Components of the Company’s deféaredssets and liabilities at June 30,
2006 and December 31, 2005 were as follows:

June 30, 2006 December 31, 2005

Deferred tax asset

Inventory (1) $ — $2,24¢
Warranty 58< 417
Deferred ren 40 27
Accrued expense 64 73
Stock based compensati 1,362 79C
2,05( 3,55¢
Less—valuation allowanc: (569 (840
Net deferred tax asse 1,481 2,717
Deferred tax liabilities
Inventory (1) $(9,75€) $ —
Investment in affiliate: (8 (8)
Depreciation and amortizatic (147) (159)
Net deferred tax liabilitie (9,91 (167)
Net deferred tax (liabilities) asse $(8,430 $2,54¢

(1) The increase in net deferred tax liabilities of 0D is related to deferred tax liabilities estsitdid as a result of the purchase accoul
related to acquisition of Parker Chandler Homes,, land Capitol Homes, Inc. in the amount of $16,0this amount was offset by a
deferred tax asset in the amount of $3,000 relatéuipairment charges recorded during the threethsoended June 30, 20

12. RESTRICTED STOCK, STOCK OPTIONS, AND OTHER STOCK PLANS

Effective January 1, 2004, the Company adoptedatin@alue recognition provisions of SFAS No. 12R(Rrior to December 14, 2004 the
Company did not sponsor any stock based plans.rdowly, no stock based compensation was includethie year ended December 2003.

On December 14, 2004 the Company adopted the 200g-Term Compensation Plan (the “Plan”). The Plavides for the issuance of
stock options, stock appreciation rights, or SARstricted stock, deferred stock, dividend equimagbonus stock and awards in lieu of cash
compensation, other stock-based awards and penfmerawvards. Any shares issued under the Plan tiypiesst over service periods that
range from one to five years. Stock options isausdker the Plan expire ten years from the date dhegranted.

The Plan provided for an initial authorization ¢530 shares of Class A common stock for issuareretimder, plus an additional annual
authorization effective January 1, 2006 equal &lésser of (i) 3% of the Class A common Stocktaut$ing on the date of determination,
(i) 500,000 shares or (iii) such lesser amounnay be determined by the Company’s Board of Dimscto
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The following equity awards were outstanding ateJ8@, 2006:

Stock options 213,99:
Restricted stock gran 947,86(
Total outstanding equity awar 1,161,85.

On June 30, 2006 the following amounts were avkl&dr issuance under the plan:

Shares available for issuance at January 1, 1,050,23.
Adjustments

Additional shares added to pl 337,75
Restricted stock gran— Issuec (690,160)
Shares issued under employee stock purchase (7,512
Restricted stock gran— Forfeitures 16,19:
Shares available for issuance at June 30, . 706,50°

At June 30, 2006 the Company had 213,993 optiotstanding with a weighted average exercise prickl8f94. There was no stock option
activity for the six months ended June 30, 2006thede were no options which were fully vestedfatune 30, 2006.

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

Weighted

average

fair value

at date

Shares of grant
Restricted shares outstanding at December 31, 273,89: $16.4¢
Granted 690,16( 11.8¢
Vested — —
Forfeited (16,197 15.4:
Restricted shares outstanding at June 30, 947,86( $13.11

As of June 30, 2006, there was $9,178 of totalcogrized compensation cost related to nonvestédctes stock issuances granted under
the Plan. Of this cost, $6,178 is expected to begeized over a weighted-average period of 3.78syaad $3,000 may vest over a 1.5 year
period if certain performance and service condgiare met.

Total compensation expense for share based payarmamgements for the three months ended June 86,&@ 2005 was $1,006 and $561
respectively, of which $91 and $129 was capitaliwerkal estate held for development and sale.| Totapensation expense for share based
payment arrangements for the six months ended 3wn2006 and 2005 was $1,542 and $1,097, respbgtofevhich $162 and $213 was
capitalized to real estate held for developmentsaie.

The total deferred tax benefit related to stock pensation, recorded on the balance sheet as of3yi2906 and December 31, 2005
amounted to $1,363 and $790, respectively.

In accordance with SFAS 123(R), the Company isiredquo establish a deferred tax asset relatetbttk awards based on the fair value of
the award at date of grant. At the time the awsnkBsted, the realized tax benefit as a resuliefair value on date on grant will most likely
be different as compared to the amount recordati@financial statements, which will result excessbenefits or unrealized tax benefits.
SFAS 123(R) requires that excess tax benefits dmgrézed as an addition to capital surplus anduhedalized tax benefits be recognized as
income tax expense unless there are excess taftbdram previous equity awards to which it candftset. Because the Company had no
issuances of stock awards prior to adoption to SERARR), the Company does not have any eligiblegxtax benefits that are available to
offset future tax shortfalls.

The Company has approximately 143,764 stock gmahish are expected to vest at December 31, 2006 avitaverage fair value at date of
issuance of $16.08 per share. Based on the clesieg price of $5.67 at July 31,
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2006, the Company’s effective tax rate, and theragsion that our stock price at December 31, 2066ld/equal that value, the Company
would be required to take an additional chargetome tax expense in the amount of $583. Actualusinof charges will depend on the
actual closing stock price at December 31, 2006.

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

13. PRIVATE PLACEMENT

On May 12, 2006 (the “Closing Date”), the Companypleted a private placement (the “PIPE)nstitutional and other accredited inves
of 2,121,048 shares of Class A common stock andawtr exercisable into 636,316 shares of Classmnoon stock. The Company sold the
securities for $9.43 per share for total proceddpproximately $20.0 million and net proceeds miraximately $18.7 million. The per share
price of $9.43 represented a premium of approxindi#.6% of the closing price of the Company’s coamstock on the date the purchase
was completed. The net proceeds were used for @ecgporate purposes. The warrants issued in adionewith the PIPE were five-year
warrants exercisable at any time after Novembef@06 with an exercise at a price of $11.32 peresha

In accordance with the terms of the PIPE, the Campeas required to file with the Securities and liatge Commission, within fifteen days
from the Closing Date, a registration statementcog the common shares issued and issuable iRIBE. The Company was also required
to cause the registration statement to go effeetitiein a predetermined amount of time as defimethe Registration Rights Agreement and
to exert its “best efforts” to maintain the effeetness of the registration. The Company is sulijeliquidated damages of 2% per month of
the aggregate investment made by the investoravitb% cap, as to the total liquidated damagebeiftompany fails to cause the registra
statement to become effective. Upon the regisinattatement being declared effective, the Companjdde subject to the foregoing
liquidated damages if it fails to maintain the effeeness of the registration statement. The Seesiiind Exchange Commission declared the
registration statement effective on July 7, 2006.

Under EITF 00-19 “Accounting for Derivative Finaatinstruments Indexed to, and Potentially Setitteh Company’s Own Stock”, the fair
value of the warrants issued under the PIPE hage beported as equity instruments because thalitged damages, which are capped at
10%, reasonably represent the difference betweenalue of a registered share and an unregistbere 8f the Company’s common stock.

14. STOCK REPURCHASE PROGRAM

In February 2006, the Company’s Board of Directarthorized the Company to purchase up to one miiftares of the Company’s Class A
common stock in the open market or in privatelyaieged transactions. The authorization did noltide a specified time period in which the
shares repurchase would remain in effect. Durieglihee months ended June 30, 2006, the Compausctegsed an aggregate of 188,100
shares of Class A common stock for total of $1,8%6.31 per share. For six months ended June(®®, 2he Company repurchased an
aggregate of 258,400 shares of Class A common $tocktotal of $1,865 or $7.22 per share.

15. COMMITMENTS AND CONTINGENCIES

Legal proceedings

The Company, as manager of an affiliated entitgyeised its option rights to purchase the projequésition, development and construction
loans made for the benefit of North Shore. The Camysubsequently issued a notice of default urfdeeatquisition and development loan at
maturity on September 30, 2005 and thereafted ldgt for collection of the loans against oneh#f individual guarantors under the loan on
or about October 21, 2005. The
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Company, as manager of an affiliated entity, sdtleld a foreclosure sale on March 24, 2006 in Wwitisvas the highest bidder. However,
transfer of title to the property has been delgyeaiding judicial resolution of a suit filed on Marg4, 2006 by the non-affiliated 50% owner
of North Shore. On June 30, 2006, the Companytsoomn behalf and on behalf of affiliates, filedadditional lawsuit expanding the num
of party defendants, demanding equitable relief@gamanding $33,000 in damages.

On August 11, 2005, the Company was served witlogomto compel arbitration resulting from an aliéign of a loan brokerage fee being
owed for placement of a $147,000 project loan lierPotomac Yard project. The claim in the base atnoilu$2,000 plus interest and costs is
based on breach of contract and equitable remetli@gjust enrichment and quantum meruit. The cldiage been denied by the Company.

Other than the foregoing, we are not currently scifo any material legal proceedings. From timgéne, however, we are named as a
defendant in legal actions arising from our norimainess activities. Although we cannot accurgteddict the amount of our liability, if an
that could arise with respect to legal actionsenity pending against us, we do not expect thatsaich liability will have a material adverse
effect on our financial position, operating reswitsash flows. We believe that we have obtainestjadte insurance coverage or rights to
indemnification, or where appropriate, have essfigld reserves in connection with these legal pobegs. In the normal course of its
business, the Company and/or its subsidiariesareed as defendants in certain legal actions arfsimg its normal business activities.
Management believes that none of these litigatiattens in which the Company or any subsidiary ¥®ived would have a material adverse
effect on the consolidated financial condition pemations of the Company.

Letters of credit and performance bonds

The Company has commitments as a result of costeadered into with certain third parties to mestain performance criteria as outlinec
such contracts. The Company is required to isster$eof credit and performance bonds to thesd fharties as a way of ensuring that such
commitments entered into are met by the Companyuaée 30, 2006, the Company has outstanding $&18fers of credit and $18,077 in
performance and payment bonds to these third paitie amounts have been drawn against these lefteredit and performance bonds.

Operating leases

The Company leases office space under non-caneadglerating leases. Minimum annual lease paymertsrithese leases at June 30, 2006
approximate:

Year Ended: Amount
2006 $ 60¢
2007 1,231
2008 1,12(C
2009 90z
2010 164
Thereaftel 5

Operating lease rental expense aggregated $514381d respectively, for six months ended June B062and 2005.

16. RELATED PARTY TRANSACTIONS

In June 2002, the Predecessor entered into a psorgiaote agreement with TCG Fund |, LC to fundedepment projects. TCG Fund I, LC,
is a related party in which the Company has antgdguvestment. The promissory note
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agreement allows for the Company to borrow up t&@®d. The note, which had interest at 12% per anmas paid in full during June 2005.

In September 2004, the Predecessor entered innagsory note agreement with TCG Fund I, LC todwevelopment projects. TCG Fund
I, LC is a affiliate which the company managesasn-member. The promissory note agreement alloev€ompany to borrow up to
$10 million. The note, which had interest at 12% guenum, was paid in full during November 2005.

In April 2002 and January 2004, the Predecesseredtnto lease agreements for approximately 7d78a81 square feet, respectively, for its
corporate headquarters at 11465 Sunset Hills Reaston, Virginia from Comstock Partners, L.C., filiae of our Predecessor in which
executive officers of the Company Christopher CletegGregory Benson, and others are principalsis@pher Clemente owns a 45%
interest, Gregory Benson owns a 5% interest, aityemhich is owned or controlled by Christopher @lkente’s father-in-law, Dwight Schar,
owns a 45% interest, and an unrelated third partysoca 5% interest in Comstock Partners. For ninethsoended September 30, 2004, total
payments made under this lease agreement were ®233eptember 30, 2004, the lease agreements aeceled and replaced with new
leases for a total of 20.6 square feet with Contsfset Management, L.C., an entity wholly owneddbyistopher Clemente. Total
payments made under this lease agreement weresldiZDecember 31, 2004. On August 1, 2005, tteelagreement was amended for an
additional 8.4 square feet. For three months edded 30, 2006 and 2005 total payments made uniddedise agreement were $188 and
$142, respectively. During six months ended June806 and 2005 total payments were $373 and $23gectively.

In May 2003, the Predecessor hired a constructtompany, in which Christopher Clemente’s brothenjisdClemente, serves as the President
and is a significant shareholder, to provide camtston services and act as a general contractarcadf the Company’s developments. The
Company paid $2,000 and $1,900 to this construa@mpany during the six months ended June 30, 26662005, respectively.

Christopher Clemente’s mother-in-law and Gary Me(tormerly one of the Company’s directors) eacrested $100 as minority
shareholders in one of our subsidiaries, respdgtiaed the parents of Bruce Labovitz, loaned apipnately $300 to another of our
subsidiaries. During the first quarter of 2005, @empany repurchased the minority shareholdersdste referenced above for an
approximate purchase price of $136. In April 20D%, Company paid the $300 loan in full.

During 2003, the Predecessor entered into agresmétit I-Connect, L.C., a company in which Investors Managi@iiLLC, an entity wholl
owned by Gregory Benson, holds a 25% interesinformation technology consulting services andrtbbt to use certain customized
enterprise software developed with input from tleenpany. The intellectual property rights associatét the software solution that was
developed by I-Connect along with any improvememisie thereto by the Company remained the propéitonnect. For the three months
ended June 30, 2006 and 2005, the Company paicafili155, respectively, to I-Connect. During thensonths ended June 30, 2006 and
2005, the Company paid $256 and $260, respectit@®lyConnect.

In October 2004, the Predecessor entered into @eagnt with Comstock Asset Management Inc. (CAMere CAM assigned the
Company first refusal rights to purchase a portibtheir Loudoun Station Properties. In partial sideration for the performance in which
Company would provide management services for ®f&20 a month. For the three months ended Jun2®® and 2005 the Company
recorded $60 in revenue. At June 30, 2006 and #®&ompany recorded a receivable for $0 and &pectively, from this entity. During
six months ended June 30, 2006 and 2005 the Conrpanyded $120 in revenue and no outstanding rabkdyIn addition, the Company in
November 2004, entered into an agreement with GmrkAsset Management to sell certain retail conaiumi units at Potomac Yard fot
total purchase price of $14,500. In connection hik sale, the Company received a deposit of $8U@®n execution of the agreement. The
agreement was modified in 2005, which reduced #posit amount to $6,000.
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During the six months ended June 30, 2006 and 2883 ompany provided bookkeeping services toedlparty entities at no charge.

In August 2004, the Predecessor entered into @@2)#omissory note agreement with Belmont ModelsQ.., an affiliate managed by
Investors Management. The note bears an interesbfd 2%, which is payable monthly and mature&ugust 2006. In March 2004, the
Company sold four condominium units to Belmont MsdeL.C. under a sale and leaseback arrangerbatfour condominium units were
delivered for a total purchase price of $2,000 leaded back at a rate of $20 per month. The Compspgcts the lease to continue for a
period of twenty-four months. As a result of thdéivdeies, the promissory note was reduced by thed fmirchase price. For the six months
ended June 30, 2006 and year ended December 3 {12dCompany owed $663. Accrued interest on this totaled $7, $13 and $6,
respectively, as of six months ended June 30, 20062005 and year ended December 31, 2005.

During six months ended June 30, 2006 and 2005;tmepany entered into sales contracts to sell hamesrtain employees of the
Company. The Company, in order to attract, retain, motivate employees maintains a home ownergripfti program. Under the home
ownership benefits, an employee receives certahlmenefits provided by us when purchasing a honfeing one built by us. Sales of
homes to employees for investment purposes areuctadl at market prices.

In May 2006, we purchased Capitol Homes in the iBaleNorth Carolina area formerly owned by Rich#dale (33.33%), Glenn Hartman
(33.33%) and Pablo Reiter (33.33%). At the timpuwifchase, Capitol Homes had a contract to purclyggeximately 112 single family lots
at Massey Preserve from REX2 Development LLC. REX2elopment LLC was owned by certain selling shaladr of Capitol Homes, In

and other unrelated parties. Capitol Homes alsaanather contract to purchase approximately 88esifagnily lots in Cleveland Springs wi

REX Development LLC, owned at the time by certahiisg shareholder of Capitol Homes, Inc. and otlenelated parties. In addition, the

company bought 42.5 acres of raw land known as &aBseserve in North Carolina. The land was pumthd®©m Forestville Partners, LLC
owned by the selling shareholders of Capitol Horas,

In September 2005, Comstock Foundation, Inc., weated. Comstock Foundation is a not-for-profitamigation organized exclusively for
charitable purposes within the meaning of Secti@h(&)(3) of the Internal Revenue Code and is ailicéf of the Company. The affairs of
Comstock Foundation are managed by a five persardaf directors with Christopher Clemente, Gregdeynson, Bruce Labovitz and Tracy
Schar (employee of the Company and spouse of Gphst Clemente) being four of the five. The Compalsyp provides bookkeeping
services to Comstock Foundation. During the six tn@ended June 30, 2006 the Company donated ¥26nstock Foundation.

17. SUBSEQUENT EVENTS
In July of 2006, the Company closed on twenty-fots at Glen lvy in Atlanta, Georgia for a purchasiee of $1,726.
In July of 2006, the Company closed on thirty-fais at Providence in Raleigh, North Carolina fguaichase price of $1,282.




ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENTS AND FACTORS THAT MAY AFECT RESULTS

The following discussion of our financial conditiand results of operations should be read in catijom with the accompanying unaudited
consolidated interim financial statements and thtesithereto appearing elsewhere in the this regattour audited consolidated and
combined financial statements and the notes théoethe year ended December 31, 2005, appearingri\nnual Report on Form 10-K for
the year then ended (the “2005 Form 10-K").

This report includes forwarlboking statements that are made pursuant to fleehsabor provisions of the Private Securitiesdation Reforn
Act of 1995. These forward-looking statements candentified by the use of words such as “anti@gdtbelieve,” “estimate,” “may,”
“intend,” “expect,” “will,” “should,” “seeks” or oher similar expressions. Forward-looking statemargsbhased largely on our expectations
and involve inherent risks and uncertainties, mafnyhich are beyond our control. You should notplandue reliance on any forward-
looking statement, which speaks only as of the datde. Some factors which may affect the accurtlyeoforwardlooking statements apg
generally to the real estate industry, while oflaetors apply directly to us. Any number of impattéactors which could cause actual results
to differ materially from those in the forward-ldaly statements include, without limitation: genexebnomic and market conditions,
including interest rate levels; our ability to seesour substantial debt; inherent risks in invesitrin real estate; our ability to compete in the
Washington, D.C., Raleigh, North Carolina and Atidariiseorgia real estate and home building markeggilatory actions; fluctuations in
operating results; our anticipated growth strategibortages and increased costs of labor or bgildiaterials; the availability and cost of |:
in desirable areas; natural disasters; our atidityaise debt and equity capital and grow our dpEra on a profitable basis; and our contint
relationships with affiliates. Additional informati concerning these and other important risk amettiainties can be found under the hea
“Risk Factors” in the Annual Report on Form K(Jeor the year ended December 31, 2005. Our actsailts could differ materially from the
projected or suggested by the forward-looking stetas.

Overview

We engage in the business of residential land dpweént, production home building, high-rise condamin development, condominium
conversion and land sales in the greater Washin@d., Raleigh, North Carolina, Charlotte, Nortar@lina, Myrtle Beach, South Carolina
and Atlanta, Georgia markets. Our business wasdfediim 1985 by Christopher Clemente, our Chairnrah@hief Executive Officer, as a
residential land developer and home builder focusethnd development and semi-custom homebuildintge northern Virginia suburbs of
Washington, D.C. In 1992, we repositioned ourseasea finished-lot-option production home buildesudsed on moderately priced homes in
areas where we could more readily purchase finislidding lots through option contracts. In 199& @ntered the Raleigh, North Carolina
market. In the late 1990s we began entitling anekbping land once again and in the early 2000&@&same active in development and
construction of mixed-use and urban in-fill prognt the greater Washington, DC area. In all ofroarkets we focus on middle-market
products for first time, early move-up and firstyeedown home buyers. In January 2006, we complbdcquisition of Parker Chandler
Homes, Inc. and expanded into the Atlanta, Geagga. In May 2006, we completed the acquisitio€&pitol Homes, Inc. which expanded
our existing presence in Raleigh, North Carolina.

The following tables summarize certain informatietated to new orders, settlements, and backlothéthree and six month period ended
June 30, 2006 and 2005:




Three Months Ended June 30, Six Months Ended June 30,

2006 2005 2006 2005
New orders 19¢ 16C 37¢ 40¢€
New order revenue $ 55,99. $ 59,13« $115,21: $162,41°
Average new order pric $ 281 $ 37C $ 304 $ 40
Settlement: 16£ 128 277 201
Settlement revent $ 50,35: $ 39,59¢ $ 86,71¢ $ 68,06¢
Average settlement pric $ 30t $ 32z $ 31c $ 33¢
Backlog units 57 66€ 57 66€
Backlog $218,39: $268,57¢ $218,39: $268,57!
Average backlog pric $ 38C $ 40¢ $ 38C $ 40¢

At June 30, 2006, we either owned or controlledanruption agreements or non-binding letters ofrintaver 6,005 building lots including
non-consolidating joint ventures in which we are thanager. We currently have communities underldprreent in multiple counties
throughout the markets we serve. The following thammarizes certain information for our currerd @tanned communities as of June 30,
2006:

As of June 30, 200

Lots undel
Estimatec Lots Option Average New
Units at Units Owned Agreemen Order Revenu

Project State Completion Settled Backlog(2) Unsold Unsold to Date
Status: Active (1)

Allen Creek GA 26 11 6 9 — $211,18:
Arcanum GA 34 3 6 25 — $401,25:
Brentwood Estate GA 32 8 5 3 16 $134,81:
Falling Watet GA 23 2 6 15 — $422,58:
Gates of Luberol GA 32 1 1 30 — $392,00(
Glenn lvey GA 104 — 8 33 63 $230,80¢
Highland Statior GA 10t 1 27 77 — $287,03(
Maristone GA 40 — — 40 — $ —
Senators Ridg GA 88 8 7 45 28 $247,66:.
Traditions GA 21 — — 21 — $ —
Suk-Total / Weighted Average (3 50¢& 34 66 29¢ 107 $267,16¢
Emerald Farn MD 84 74 — 10 — $455,44:
Suk-Total/Weighted Average 84 74 — 10 — $455,44:
Allyn’s Landing NC 117 24 10 83 = $221,04:
Brookefield Statior NC 13C — — — 13C $ —
Carpenter Point NC 5 — — 5 — $ —
Deerfield NC 1 — — 1 — $ —
Haddon Hall NC 90 — — 90 — $ —
Kelton at Presto NC 56 33 2 21 — $308,00:
North Farms NC 13¢€ 11 9 4 114 $179,14!
Pine Hollow NC 10 — — 6 4 $ —
Providenc-SF NC 14¢ — — 34 114 $ —
Riverbrooke NC 66 11 6 49 — $171,25¢
Strathaver NC 6 — 1 4 1 $376,99!
Wakefield Plantatiol NC 77 35 6 36 — $497,28:«
Wheatleigh Presen NC 28 — 10 18 — $289,01
Suk-Total / Weighted Average 872 114 44 351 368 $306,61¢
Carolina Waterwa: SC 15 — — 15 — $ —
Suk-Total / Weighted Average 15 — — 15 — $ —
Barrington Parl VA 14¢ — 12 13€ — $310,20(

Beacon Park at Belmont Bay 8¢ VA 60C — — 112 48¢ $ —



Blooms Mill Carriage VA 91 90 — 1 — $453,79:
Carter Lake VA 25¢ — — 25¢€ — $ —
Commons at Bellemeat VA 31€ 49 4 263 — $218,03¢
Commons on Potomac ¢ VA 192 22 8 162 — $255,59!
Commons on Williams S VA 18C 88 3 89 — $352,58:-
Countryside VA 10z 64 2 36 — $287,30¢
Penderbrool VA 424 228 5 19¢€ — $254,37:
River Club at Belmont Bay VA 84 76 1 7 — $455,53:
The Eclipse on Center Pz VA 465 — 413 52 = $409,36:
Woodlands at Round Hi VA 46 23 2 21 — $752,39¢
Suk-Total / Weighted Average 2,90¢ 635 45( 1,33: 48¢ $364,77¢
Total Active 4,382 857 56C 2,007 95¢ $356,13¢
Status: Development

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

Cedars Roa GA 10¢ — — — 10¢ n/e
Highland Avenue GA 30 — — 30 — n/e
James Roa GA 49 — — 49 — n/e
Kelly Mill Road GA 28 — — — 28 n/e
McGinnis Ferry SF GA 48 — — — 48 n/e
Post Roac GA 59 — — 59 — n/e
Post Road | GA 54 — — — 54 nle
Settingdown Circle GA 17z — — 172 — n/e
Shiloh Roac GA 61 — — 61 — n/e
Tribble Lakes GA 20C — — 20C — n/e
Wyngate GA 28 — — — 28 n/e
Sut-Total: 83¢ — — 571 267

Boyce Roac NC 33 — — — 33 n/e
Cleveland Spring NC 88 — — — 88 n/e
Holland Roac NC 81 — — 81 — nle
Lakeshore Hills NC 34 — — — 34 n/e
Massey Presery NC 297 — — 18t 112 n/e
Providenc-TH NC 80 — — — 80 n/e
Stowe Roat NC 11C — — — 11C n/e
Sut-Total: 723 — — 26€ 457

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

Total Development 2,717 — — 1,144 1,57 n/a
Total Active & Development 7,09¢ 857 56( 3,151 2,531 $356,1344)
Status: Joint Venture

North Shore Condominiurn NC 19¢€ — 7 18¢ — $286,36:
North Shore Townhome NC 165 33 7 12¢ — $239,10°
Total Joint Venture 35¢ 33 14 312 —

(1) “Active” communities are open for sales. “B&pment” communities are in the development proeesl have not yet opened for sales.
“Complete” communities have settled all units during the thmemths ended June 30, 20

(2) “Backlo¢” means we have an executed order with a buyer sivelwof lot sales, but the settlement has notajadr place
(3) “Weighted Averag’ means the weighted average new order sale




Results of Operations
Three and six months ended June 30, 2006 compatethtee and six months ended June 30, 2005
Orders and Backlog

New orders for the three months ended June 30, @86@ased $3.1 million, or 5.2%, to $56.0 mill@n199 homes, as comparec

$59.1 million on 160 homes for the three monthseeintline 30, 2005. For the six months ended JuriZ088, new orders decreased

$47.2 million, or 29.1% to $115.2 million on 379rhes, as compared to $162.4 million on 406 homethfosix months ended June 30, 2(
This represents a 6.7% decrease in new home atderg) the six months ended June 30, 2006, as amtpa the six months ended June 30,
2005. The decrease in new orders is attributablesttker market conditions in which we are expeiranceduced demand, the offering of
increased price reductions and a general shiftadyct mix from higher priced single family and toWwomes to lower priced condominiums,
single family, and town homes. The reduction aésults from the Company’s reduced inventory foe stlits Eclipse at Center Park
(Potomac Yard) project during the six months endlgtke 30, 2006, as compared to the six months ehderl30, 2005. The Company’s
average sales price per new order for the threelhm@nded June 30, 2006 decreased by $89,000 1908®8 as compared to $370,000 for
same period in 2005. The average sales price peorger for the six months ended June 30, 2006edsed $96,000 to $304,000, as
compared to $400,000 for the six months ended 3Qn2005. Although total new order sales priceses=ed for the three months ended
June 30, 2005, total new order units increasedrasudt of the Company’s recent acquisition of Ra®handler Homes, Inc. and Capitol
Homes, Inc.. Combined, the two acquisitions conteld 80 units in new orders, or $18.0 million foe three months ended June 30, 2006.
For the six months ended June 30, 2006, the atiqusicontributed 148 units in new orders, or $36illion.

Our backlog at June 30, 2006 decreased $50.2 milin18.7%, to $218.4 million on 575 homes, asgamad to our backlog at June 30, 2
of $268.6 million on 666 homes. The decrease iklogds primarily due to weaker market conditiomeldhe shift in product mix from high
priced single family and town homes to lower priceddominiums (including condominium conversios&gle family, and town homes.
Our backlog at June 30, 2006 includes 413 unitdita $169.1 million at our Potomac Yard project.

Revenue

The number of homes delivered for the three moatited June 30, 2006 increased by 34.1% to 165X&8homes for the three months
ended June 30, 2005. The number of homes deliferdte six months ended June 30, 2006, increag& 8% to 277 from 201 homes for
the six months ended June 30, 2005.

Average revenue per home delivered decreased bpxdpmtely $17,000 to $305,000 for the three moethded June 30, 2006, as compared
to $322,000 for the three months ended June 3®.20krage revenue per home delivered decreasegpximately $26,000 to $313,000
for the six months ended June 30, 2006, as compar®si39,000 for the six months ended June 30, .ZDIB& decrease in average revenue pel
home is due a shift in product mix from higher pdcsingle family and town homes to lower priceddmminiums (including condominium
conversions), single family, and town homes. Thkiction in average revenue per home is also atafide to a reduced geographic
concentration within the Washington, DC metropoligaea.

Home building revenues increased by $10.8 millamm27.3%, to $50.4 million for the three months @hdune 30, 2006, as compared to
$39.6 million for the three months ended June B052Home building revenues increased by $18.6anjllor 27.3%, to $86.7 million for tt
six months ended June 30, 2006, as compared t& $@Bion for the six months ended June 30, 200%e Mcrease in deliveries and revenues
for the three and six month ended June 30, 20p6ngarily attributable to increased settlement€atmons on the Potomac Square
(Cascades) and Commons on Williams Square (Sumna@rtandominium projects, which had no settlem&assyear. These projects had
deliveries of 43 and 54 units for the three andsbnths ended June 30, 2006, totaling $12.9 and$thlion respectively. Permitting issues
the Company experienced during the six months edded 30, 2005 also contributed to the higher nreeemnd deliveries during the six
months ended June 30, 2006. Our recent acquisitibRarker Chandler Homes, Inc. and Capitol Hortres, attributed 35 and 56 combined
deliveries for the three and six months ended 30n006, with total revenues of $6.7 and $11.4ionil respectively.




Other Revenue

Other revenue for the three months ended June0B®, @ecreased by $34,000 from the comparable peripd05. For the six months ended
June 30, 2006 and 2005 other revenue was $576306r revenue for the three and six months endee 30, 2006 and 2005 includes
revenue associated with the Company’s Settlemeist Services division, revenue from a mortgage ratiml alliance and management fees
received from Comstock Asset Management Inc. (8sudised in Note 15 to the accompanying notes tfirthecial statements).

Cost of sales

Cost of sales for the three months ended June(®® dcreased $11.6 million, or 39.1%, to $41.3iom| or 81.9% of homebuilding revent

as compared to $29.7 million, or 75.0% of reveffiaethe three months ended June 30, 2005. Forixheanths ended June 30, 2006 cost of
sales increased $21.3 million, or 45.1% to $68Ianj or 79.0% of revenue, as compared to $47 llanior 69.3% of revenue for the six
months ended June 30, 2005. The 7.2 and 9.6 pageepbint increases in cost of sales as a peraenfagvenue for the three and six mot
ended June 30, 2006, respectively, is the reswéwéral factors including pricing concessionsiacdeases in materials and labor costs. Due
to weakening market conditions, we have also exdrle sales cycle of many of our projects, whicturn has increased the cost per unit by
increasing the amount real estate tax, interestapialized overhead. In addition, during the ¢haad six months ended June 30, 2006, we
have experienced increases in cost of sales, escarage of revenue, as a result of purchase g@itaeations to the carrying value of
acquired real estate from our recent acquisitioRarker Chandler Homes, Inc. and Capitol Homes,Due to the factors stated above, the
Company expects cost of sales as a percentageesfue to continue to face additional upward pressutil general market conditions
improve and new inventory is acquired.

Impairments and wri-offs

As discussed in Note 2 in the accompanying notéisetdinancial statements, the Company, for thegahmonths ended June 30, 2006,
recorded an impairment charge of $9.5 million. Thpairment charge include single family, town-hogrEmdominiums and condominium
conversion projects located in the Company’s ViagitNorth Carolina and Atlanta markets. Based ametut market conditions, the Company
has estimated there are no other impairments wadat this time. However, if market conditions tione to deteriorate, the Company will
be required to re-evaluate the recoverability ®féal estate held for development and sale andmoay additional impairment charges. The
projects that would be most likely impaired if markonditions were to further deteriorate wouldbbie condominium conversion projects.
Although, it is difficult to estimate the exact anmb of impairment, a 5% to 10% drop in averagdrsgiprices could lead to a future
impairment charge of approximately $10 to $20 rwrilli

In addition to the impairment charges, as a resfuturrent market conditions, the Company wrote$&f4 million related to deposits on
option contacts, value assigned to option contraictsrelated feasibility costs.

At June 30, 2006, the Company had approximatel§ 88llion related to option deposits to purchasa estate of which $5.1 is not
refundable. In addition the Company has approxim&®2.6 million related to feasibility costs incatr on projects under option agreemen:
under feasibility study periods. The Company ithi& process of re-negotiating certain remainingoogtcontracts for price concessions and
deferral of scheduled lot purchases. The Companiddocur additional write-downs in the event then@pany is not successful in
renegotiating terms of existing option contracts.

Selling, general and administrative

Selling, general and administrative costs for tire¢ months ended June 30, 2006 increased $2i8mol 50.0% to $8.4 million, as
compared to $5.6 million for the three months endlete 30, 2005. Selling, general and administraiyEenses represented 16.6% of total
revenue for the three months ended June 30, 28a®mapared to 14.0% for the three months ended 3Wn2005. This increase was the
result of additional staffing and related cost$952,000, media and other marketing related cdsk931,000, and the writeff of certain due
diligence costs of $172,000 related to abandonegbcate transactions. In addition, our acquisibbboth Parker Chandler




Homes and Capitol Homes increased our selling,rgéaad administrative expenses by $991,000 and $2b, respectively.

Selling, general and administrative costs for flkersonths ended June 30, 2006 increased $5.4 mitiidc0.5% to $16.1 million, as compa
to $10.7 million, for the six months ended JuneZM5. Selling, general and administrative expensgesented 18.4% of total revenue for
the six months ended June 30, 2006, as comparkEsl6&c for the six months ended June 30, 2005. ihbiease for the six months ended
June 30, 2006 was the result of additional staffind related costs of $1.0 million, media and otharketing related costs of $1.5 million,
and the write-off of certain due diligence cost$dfl million related to abandoned corporate tretias. In addition, our acquisition of both
Parker Chandler Homes and Capitol Homes increagesdatling, general and administrative expense$lhg million and $254,000,
respectively.

Operating (loss) income

Operating income for the three months ended Jun2@b decreased by $16.6 million to a operatisg of ($12.0) million, as compared to
$4.6 million for the three months ended June 3052@perating margin for the three months endeé 30n 2006, was (23.7%), as compared
to 11.5% for the three months ended June 30, 2DPBrating income for the six months ended Jun@B06 decreased by $20.9 million to
operating loss of ($10.2) million, as compared16.8 million for the six months ended June 30, 2@erating margin for the six months
ended June 30, 2006, was (11.7%), as compared@éolfer the six months ended June 30, 2005. Th2 &%d 27.3 percentage point decre

in operating margin for the three and six monthdeginJune 30, 2006 are attributable to lower grosfit pnargins, impairments and write-offs
and the increases in selling, general and admatigtr expenses as discussed above.

Other (income) expense, net

Other (income) expense, net increased by $201@®aAe6ttincome of $355,000 for the three months eddeé 30, 2006, as compared to
$154,000 for the three months ended June 30, ZDB&r (income) expense, net increased by $397@®aA6ttincome of $587,000 for the six
months ended June 30, 2006, as compared to $19@0O0& six months ended June 30, 2005. The isergaother (income) expense is
primarily attributable to reduced corporate integense as a result of the payoff of a note dayalcertain founding shareholders resulting
from the Company’s restructuring concurrent withiititial public offering in December of 2004 amatieased interest earned on the
Company’s cash balances generated as a result pfolceeds from the Company’s recent stock andafédstngs.

Income taxe:

For the three and six months ended June 30, 2B8& dmpany, due to net losses, recorded an incemefibof ($7.1) and ($5.8) million as
compared to income tax expense of $3.1 and $61®mfbr the three months ended June 30, 2005.

As discussed in Note 12 in the accompanying natéise financial statements, the company expectffitstive tax rate to increase during the
fourth quarter of 2006 as a result of non-realaatf certain deferred tax assets related to enggl@yock compensation. The amount of the
charge will be dependent on the Company’s closiagksprice on December 31, 2006, the date certacksawards will vest

Liquidity and Capital Resources

We require capital to post deposits on new dealputchase and develop land, to construct homdgntbrelated carrying costs and overhead
and to fund various advertising and marketing paotg to facilitate sales. These expenditures includgneering, entitlement, architecture,
site preparation, roads, water and sewer linesadatiees and earthwork, as well as the constructists of the homes and amenities. Our
sources of capital include, and we anticipate @ghtinue to include, funds derived from variousused and unsecured borrowings, operal
which include the sale of constructed homes arighfad lots, and the sale of equity securities. €@urently owned and controlled inventory

of home sites will require substantial capital &welop and construct.

In production home building, it is common for b@td such as us to employ revolving credit fac8itiehereby the maximum funding
available under the facility exceeds the maximunstamding balance allowed at any given time. Owral borrowing capacity may be
constrained by loan covenants which limit the rafiour total liabilities to our total equity. Thisvolving debt will typically provide for
funding of an amount up to a pre-determined peeggnbf the cost of each asset funded. The baldrtbe éunding for that asset is provided
for by us as equity. The efficiency of revolvingatlén production home building allows us to openattn less overall debt capital than would
be required if we built each project with long-teamortizing debt. At June 30, 2006, we had appratéty $316.5 million of debt financing
and $22.7 million of unrestricted cash. We belithed internally generated cash,




borrowings available under our credit facilitieslatcess to public debt and equity markets wil/jgl® us with sufficient capital to meet our
existing and expected capital needs.

Credit Facilities

At June 30, 2006, we had approximately $188.6 amlkvailable under existing secured revolving dgwelent and construction loans for
planned construction and development expenditdr@sajority of our debt is variable rate, based dBQR or the prime rate plus a specified
number of basis points, typically ranging from 28@75 basis points over the LIBOR rate and 50sasints over the prime rate. As a result,
we are exposed to market risk in the area of isteae changes. At June 30, 2006, the one-momfRIand prime rates of interest were
5.33% and 8.25%, respectively, and the interessrat effect under our existing secured revolviegedopment and construction credit
facilities ranged from 7.23% to 9.25%. For inforioatregarding risks associated with our level dftdend changes in interest rates, see
Item 3 “Quantitative and Qualitative DisclosuregaibMarket Risk.”

We have generally financed our development andtogeigon activities on a project basis so that,dach project we develop and build, we
have a separate credit facility. Accordingly, wedaumerous credit facilities. The Company is scidie certain financial covenants which
require the Company to: (1) maintain a minimum thlegnet worth, adjusted for certain items, in #mount of $65.0 million for fiscal year
2005, increasing by 50% of consolidated after teixaarnings for each year thereafter and (2) maiata adjusted debt to adjusted tangible
net worth (“leverage ratio”) below 2.25:1. In adaiit to the financial covenants mentioned abovebmpany had covenant limiting the
amount of unsecured borrowings to $25.0 milliomdmnection with a $15 million unsecured line ofditeHowever, the Company’s
unsecured borrowings totaled $45.0 million as @feJ80, 2006 through the combination of the $15iomllinsecured line of credit and the .
million junior subordinated notes. The Company resg a covenant waiver from the lender of the $1lion facility. The Company was
fully funded on the $15 million unsecured line oédit at June 30, 2006 with a maturity date of AsttP, 2006.

On May 26, 2006, the Company entered into $40 onilBecured Revolving Borrowing Base Credit Facfiitythe financing of entitled land,
land under development, construction and lettesedit. All letters of credit issued will also becured by collateral in the facility. Funding
availability will be limited to compliance with abrowing base and facility covenants. As of Jung2806, $11.6 million was outstanding
with this facility and the Company was in complianwith the financial covenants set forth in thenlagreement.

On May 4, 2006, the Company closed on a $30 millienior Subordinated Note Offering. The term ofrtlbée is thirty years and can be
retired after five years with no penalty. The rigtéxed at 9.72% the first five years and LiboupK20 basis points for the remaining twenty
five years. As of June 30, 2006 we were in comgkawith the financial covenants.

From time to time, we employ subordinated and unsztcredit facilities to supplement our capitaloerces or a particular project or group
of projects. Our lenders under these credit faeditvill typically charge interest rates that anbstantially higher than those charged by the
lenders under our senior and secured credit fiesliThese credit facilities will vary with respéatterms and costs. As of June 30, 2006, the
annual rate of interest on these facilities ranfgeh 7.2% to 16%. At June 30, 2006, we had apprakéty $75.1 million outstanding under
these subordinate and unsecured facilities. Wadhte continue to use these types of facilitiea@elected basis to supplement our capital
resources.

We are considering replacing our credit facilitigth one or more larger facilities, which may redur aggregate debt financing costs. We
would be the borrower and primary obligor undes thrger facility or facilities, and we anticipates indebtedness would be secured,
nonrecourse and based on an available borrowirg bas

Cash Flow

Net cash used in operating activities was $118l6omifor the six months ended June 30, 2006, aspared to $99.7 million for the s
months ended June 30, 2005. The $18.9 million as&és primarily the result of payments made rdl&deaccounts payable and accrued
liabilities. The majority of the Company’s uses éash are related to real estate held for developare sale. During the six months ended
June 30, 2006, the Company purchased approxim®82yt million of new real estate. The Company etparmake significant investment
in




real estate over the foreseeable future.

Net cash used in investing activities was $16.Tionilfor the six months ended June 30, 2006, aspeved to $61,000. The increase is due
Company’s acquisition of Parker Chandler Homes, &mcl Capitol Homes, Inc.

Net cash provided by financing activities was $@1&illion for the six months ended June 30, 2006aspared to $102.6 million for the ¢
months ended June 30, 2005. Net cash providedchbpding for the six months ended June 30, 2006ided cash proceeds of $18.6 million
related to a private placement, $30.0 million rditio proceeds from the issuance of junior subatdihdebt and $11.6 million related to a
newly established credit facility with Wachovia lBahlet proceeds were offset by payments made amworgs assumed in connection with
our acquisition of Parker Chandler Homes, Inc. @agitol Homes, Inc.

Recent Accounting Pronouncemen

In June 2006, the FASB issued FASB Interpretation48, “An Interpretation of FASB Statement No. G8hich clarifies the accounting
for uncertainty in income taxes recognized in a gany’s financial statements in accordance with F/AS&ement No. 109, “Accounting for
Income Taxes.” This Interpretation prescribes agedion threshold and measurement attribute feffithencial statement recognition and
measurement of a tax position taken or expectée tiaken in a tax return. FIN 48 reflects the biemefognition approach, where a tax
benefit is recognized when it is “more likely thaot” to be sustained based on the technical mefritise position. This Interpretation is
effective for fiscal years beginning after Decemb®gy2006. The Company is evaluating the impaétibfNo. 48 on its consolidated financ
statements.

On June 29, 2005, the Emerging Issues Task FoEl&K”) reached a consensus on EITF Issue No. 04m&ermining Whether a General
Partner, or the General Partners as a Group, Gsrtiamited Partnership or Similar Entity When thimited Partners Have Certain

Rights” (“EITF 04-05"). The scope of EITF 04-05lisited to limited partnerships or similar entitigsich as limited liability companies that
have governing provisions that are the functiowgiiealent of a limited partnership) that are natiafale interest entities under FIN 46 and
provides a new framework for addressing when amgépartner in a limited partnership, or managirgnmber in the case of a limited liability
company, controls the entity. Under EITF 04-05,may be required to consolidate certain investmehéd,are not variable interest entities,
in which we hold a general partner or managing namierest. EITF 0405 is effective after June 29, 2005 for new ertif@med after suc
date and for existing entities for which the agreeta are subsequently modified and is effectivetorfiscal year beginning January 1, 2006
for all other entities. The adoption of EITF 04-d@ifl not have any impact on our financial statements

Critical Accounting Policies and Estimates

There have been no significant changes to oucatiticcounting policies and estimates during tkerginths ended June 30, 2006 compared
with those disclosed in Iltem Management’s Discussion and Analysis of Financiahdition and Results of Operatiomsluded in our
annual report on Form 10-K for the year ended Déxer1, 2005.

Outlook

Our outlook is tempered with caution as conditibtresmarkets we serve have become more challengiregent months. A number of our
markets have been affected by a buifgef new and resale home inventories. Higher ésterates and higher cancellation rates have asly:
affected consumer demand for our homes, partiguiannarkets that have experienced rapid priceegation or substantial investor activi
or both, in the past few years. As a result, olesshave been adversely affected during the thmdesix months ended June 30, 2006 as
compared to the three and six months ended Jurz088, While we expect the current negative trendke U.S. housing market to continue
for the remainder of 2006 and, possibly, into 200& ,anticipate individual markets will normalizediferent rates and over different periods
of time. In the long run, we believe the underlyfngdamentals of strong demographics and job graetiinue to support favorable
domestic housing demand.

Due to these fundamentals, expectations of an beralthy U.S. economy and the recently expandesyaphical diversity of our
homebuilding operations, we remain optimistic alibetlong-term prospects for our business. In kegpiith our current business model of
focusing on our core region of the Southeasternddribtates, we expect that during the remaind2006 we will become more selective in
the acquisition and retention of land. We also véthain focused on financial management, operdtamé purchasing efficiencies, cash flow
generation and optimizing returns.

As previously announced, our board of directordatized the repurchase of 1 million shares of comstock. During the first half of 2006,
we repurchased 258,400 shares pursuant to thigxct to continue to repurchase shares from tintiete based on our assessment of
market conditions and buying opportunities.




ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Market risk represents the risk of loss that magant our financial position, results of operationgash flows, due to adverse changes in
financial and commodity market prices and interatts. We are exposed to market risk in the aréatefest rate changes. A majority of our
debt is variable rate based on LIBOR and prime, &atd, therefore, affected by changes in marketeast rates. Based on current operations,
as of June 30, 2006, an increase/decrease inshtates of 100 basis points on our variable rat# dould have resulted in a corresponding
increase/decrease in interest actually incurredshgf approximately $2.6 million in a fiscal yearsignificant portion of which would be
capitalized and included in cost of sales as haaneslelivered. As a result, the effect on net ineavould be deferred until the underlying
units settled and the interest was released toat@giods sold. Changes in the prices of commadihiat are a significant component of home
construction costs, particularly lumber and coreretay result in unexpected short-term increasesiistruction costs. Because the sales
price of our homes is fixed at the time a buyeeeninto a contract to acquire a home and we giyeantract to sell our homes before
construction begins, any increase in costs in exoethose anticipated at the time of each sale msyit in lower consolidated operating
income for the homes in our backlog. We attemphitigate the market risks of the price fluctuat@frcommodities by entering into fixed
price contracts with our subcontractors and mdtetippliers for a specified period of time, genlgrabmmensurate with the building cycle.
These contracts afford us the option to purchagenmés at fixed prices but do not obligate usrg apecified level of purchasing.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmut, Chairman and Chief Executive Officer and Cliiefancial Officer have reviewed and
evaluated the effectiveness of our disclosure otsiind procedures, which included inquiries madeettain other employees. Based on 1
evaluation, our Chairman and Chief Executive Offiged Chief Financial Officer have each concludeat bur disclosure controls and
procedures are effective and sufficient to ensuaéwe record, process, summarize, and reportrivdtion required to be disclosed by us in
our periodic reports filed under the Securitiesitamge Act within the time periods specified by 8esurities and Exchange Commission’s
rules and forms. During the quarterly period coddre this report, there have not been any changeariinternal controls over financial
reporting that have materially affected, or aresoeably likely to materially affect, our internairdrol over financial reporting.

We do not expect that our disclosure controls atefnal controls will prevent all error and alldch A control system, no matter how well
conceived and operated, can provide only reasonable@bsolute, assurance that the objectiveseo€dintrol system are met. Further, the
design of a control system must reflect the faat there are resource constraints, and the bewéfitsntrols must be considered relative to
their costs. Because of the inherent limitationalirtontrol systems, no evaluation of controls pesvide absolute assurance that all control
issues and instances of fraud, if any, with the gamy have been detected. These inherent limitatimhsde the realities that judgments in
decision-making can be faulty and that breakdovamsaccur because of simple error or mistake. Aaldlitily, controls can be circumvented
by the individual acts of some persons, by collngibtwo or more people or by management overridaecontrols.

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




PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

The Company, as manager of an affiliated entitgyeised its option rights to purchase the projequésition, development and construction
loans made for the benefit of North Shore. The Camysubsequently issued a notice of default urfteeatquisition and development loan at
maturity on September 30, 2005 and thereafted ldgt for collection of the loans against oneh#f individual guarantors under the loan on
or about October 21, 2005. The Company, as mardger affiliated entity, set and held a foreclossaée on March 24, 2006 in which it was
the high bidder. However, transfer of title to flreperty has been delayed pending judicial resmhudf a suit filed on March 24, 2006 by the
non-affiliated 50% owner of North Shore. On JuneZW6, the Company, on its own behalf and on beliaffiliates, filed an additional
lawsuit expanding the number of party defendardmahding equitable relief and demanding $33 miliodamages.

On August 11, 2005, the Company was served witlogomto compel arbitration resulting from an aliéign of a loan brokerage fee being
owed for placement of a $147.0 million project Idanthe Potomac Yard project. The claim in theebasiount of $2.0 million plus interest
and costs is based on breach of contract and étpiitamedies of unjust enrichment and quantum rélbe claims have been denied by the
Company.

Other than the foregoing, we are not currently scifo any material legal proceedings. From timgne, however, we are named as a
defendant in legal actions arising from our norimadiness activities. Although we cannot accurgteddict the amount of our liability, if an
that could arise with respect to legal actionsemity pending against us, we do not expect thatsaich liability will have a material adverse
effect on our financial position, operating reswitsash flows. We believe that we have obtainestjadte insurance coverage or rights to
indemnification, or where appropriate, have essfigld reserves in connection with these legal pobegs. In the normal course of its
business, the Company and/or its subsidiariesarees as defendants in certain legal actions ariging its normal business activities.
Management believes that none of these litigatiattens in which the Company or any subsidiary ¥Wived would have a material adverse
effect on the consolidated financial condition pemations of the Company.

ITEM 1A. RISK FACTORS

There have been no material changes in our rigkrfaas previously disclosed in our Form 10-K for year ended December 31, 2005 in
response to Item 1A. to Part | of such Form 10#€Cept as follows:

Home prices and sales activities in the Washindio@,, Raleigh, North Carolina and Atlanta, Geomggagraphic markets have a large
impact on our profitability because we conduct samigally all of our business in these markets.

Home prices and sales activities in the Washindio@,, Raleigh, North Carolina and Atlanta, Geomgagraphic markets have a large
impact on our profitability because we conduct samigally all of our business in these markets.dtdly these markets have begun to exhibit
signs of decreasing consumer demand, and as awesate experiencing reduced traffic, weakeningaied, higher cancellation rates and an
over-supply of inventory, similar to what other halpnilders are experiencing. As a result of thesam@mic conditions, we have offered, and
may continue to offer, certain sales incentivesseheconomic conditions being experienced throughetindustry will likely continue to
impact housing demand for the remainder of 2006iatod2007. As a result of these conditions, weentty believe there may be a reduction
in the number of new contracts compared to 200Bast of our markets, and that gross margins ongwracts may be negatively impacted
in all of our regions. This could adversely affeat results of operations and cash flows.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.




On May 12, 2006, we completed a private placeneenéttain accredited investors of an aggregateldf12048 shares of our Class A
common stock, at a purchase price of $9.43 peeshad warrants to purchase 636,316 shares of Blasmimon stock with an exercise
price of $11.32 per share. We received net procetdpproximately $18.6 million, which the Companmil use for general corporate
purposes, including working capital, and to fun@vrEojects and acquisitions of assets and/or corepan

In connection with the private placement we werpined to file with the Securities and Exchange @uossion, within fifteen days from the
closing date, a registration statement coveringé¢ikale of the Class A common shares issued anahitsin the offering. The Company was
also required to cause the registration statenoego teffective within a predetermined amount ofetias defined in the Registration Rights
Agreement and to exert its “best efforts” to maimthe effectiveness of the registration. The Conypa subject to liquidated damages of two
percent (2%) per month of the aggregate investimaute by the investor with a 10% cap, as to the ligtadated damages, if the Company
fails to cause the registration statement to beceffieetive. Upon the registration statement beiaglared effective, the Company could be
subject to the foregoing liquidated damages iiisfto maintain the effectiveness of the regigirastatement.

JPMorgan Securities, Inc. was the sole placemeanitegr this private placement and was paid aneggge fee for acting as placement ag
of cash equal to 6% of the proceeds from the datesocommon stock.

We believe that the issuance of the foregoing séesivas exempt from registration under Sectid?) 4f the Securities Act of 1933, as
amended, as transactions not involving a publieroffy. Each of the recipients was an accreditedstor, acquired the securities for
investment purposes only and not with a view tdriiistion and had adequate information about u rEygistration statement we filed
covering the resale of the securities was declefiettive by the Securities and Exchange Commissioduly 7, 2006.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

The 2006 Annual Meeting of Stockholders of @mmpany was held on June 1, 2006, at which theviolg matters set forth in the
Company’s Proxy Statement dated April 14, 2006 cWwhvas filed with the Securities and Exchange Cossion pursuant to Regulation 14A
under the Securities Exchange Act of 1934, wered/apon with the results indicated below. All numstbieported are shares of the
Company’s common stock.

1. The nominees listed below were elected directdifs the respective votes set forth opposite thames:

Nominee For Authority Withheld
Mr. Gregory V. Bensol 9,778,01! 1,883,11:
Mr. Norman D. Chirite 11,507,49 153,64!
Mr. Socrates Verse 11,507,09 153,04!

Messrs. Benson, Chirite and Verses has been elfmtadhree-year term expiring in 2009. ChristapGiemente and A. Clayton Perfall
are in the class of directors whose terms will expi 2007 and David M. Guernsey, James A. Mac@auohand Robert P. Pincus are in
the class of directors whose terms will expire 00&.

2. The appointment of PricewaterhouseCoopers LLAeamdependent registered public accounting éfraur Company for the fiscal
year ending December 31, 2006 was ratified witl6Q1,820 votes for the proposal, 54,127 votes agairn$ 5,125 votes abstaining.




ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS

Exhibit Numbe

Exhibit

3.1

3.2

4.1

10.1

10.2

10.3

10.4

31.1

31.2

32.1

Amended and Restated Certificate of Incorporatincofporated by reference to an exhibit to the Biegint’'s Annual
Report on Form 1-K for the year ended December 31, 20

Amended and Restated Bylaws (incorporated by referéo an exhibit to the Registrant’s Annual Reporform 10K for
the year ended December 31, 20

Specimen Stock Certificate (incorporated by refeecsto an exhibit to the Registrant's Amendment &lto the
Registration Statement on Forr-1 filed with the Commission on December 9, 2004.(8R£-118193)

Note Purchase Agreement with Kodiak Warehouse ldafed as of May 4, 20(
Junior Subordinated Indenture with Wells Fargo Banld., dated as of May 4, 20(
Credit Agreement with Wachovia Bank, N.A., datedBMay 26, 200¢

Stock Purchase Agreement with Capitol Homes, Ind.the Selling Shareholders identified thereinedats of May 1,
2006

Certification of Chairman and Chief Executive O#figoursuant to Rule 13a-14(a) and Rule 15d-14(ajnplgated under
the Securities Exchange Act of 1934, as amel

Certification of Chief Financial Officer pursuant Rule 13a-14(a) and Rule 15d-14(a), promulgatettuthe Securities
Act of 1934, as amendt

Certification of Chairman and Chief Executive Officand Chief Financial Officer pursuant to 18 U.SS€ction 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002




SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

COMSTOCK HOMEBUILDING COMPANIES, INC.

Date: August 9, 2006 By: /s/ Christopher Clemente
Christopher Clementt
Chairman and Chief Executive Offict

By: /s/ Bruce J. Labovitz
Bruce J. Labovitz
Chief Financial Officer
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EXECUTION
VERSION

NOTE PURCHASE AGREEMENT
by and between
COMSTOCK HOMEBUILDING COMPANIES, INC.
and
KODIAK WAREHOUSE LLC

Dated as of May 4, 2006




TABLE OF CONTENTS

Page
Definitions. This Purchase Agreement, the Indenture and thesNwe collectively referred to herein as the &@gve
Documents” All other capitalized terms used but not definedhis Purchase Agreement shall have the resgesteanings
ascribed thereto in the Indentu 1
Purchase and Sale of the Nc. 1
Conditions. The obligations of the parties under this Purehsgreement are subject to the following conditic 2
Representations and Warranties of the Compdare Company represents and warrants to, andsgii¢ethe Purchaser, as
the date hereof and as of the Closing Date, asvsl| 3
Representations and Warranties of the Purchadee Purchaser represents and warrants to, ardsagith, the Company as
follows: 11
Covenants and Agreements of the Comg. The Company covenants and agrees with the Puachadollows 12

Payment of Expenses’he Company agrees to pay all costs and expémsdsnt to the performance of the obligationshef t
Company under this Purchase Agreement, whetheotdhe transactions contemplated herein are consuethor this

Purchase Agreement is terminated, including altscasd expenses incident to (i) the fees and egsavfsgualifying the Notes

under the securities laws of the several jurisdittias provided in Section 6(hljii) the fees and expenses of the counsel, the
accountants and any other experts or advisorqegtdly the Company, (iv) the fees and all reasena@kppenses of the Trustee

and any other trustee or paying agent appointeénuheé Operative Documents, including the feesdisiobursements of

counsel for such trustees or paying agent, whieh &hall not exceed a $2,000 acceptance fee, $h@@bninistrative fees

annually and the fees and expenses of Potter Amd&<Corroon LLP, (v) the fees and expenses of Yém& Strawn LLP,

special counsel retained by the Purchaser, notdeesl $30,000 and (vi) a due diligence fee in aawarnequal to $12,500

payable as the Purchaser dire 15

Indemnification. (a) The Company agrees to indemnify and hold kessrithe Purchaser, the Purchaser’s Affiliateskaodiak
Capital Management Company LLC (collectively, thmdemnified Partie¥), each person, if any, who “controls” any of the
Indemnified Parties within the meaning of eithex 8ecurities Act or the Exchange Act, and the ImiBed Partiesrespective
directors, officers, employees and agents, agamgiand all losses, claims, damages or liabilij@st or several, to which the
Indemnified Parties or any of them may become suiljeder the Securities Act, the Exchange Act beofederal or state
statutory law or regulation, at common law or ot¥ise, insofar as such losses, claims, damagealilities (or
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actions in respect thereof) arise out of, are baget or connected with (i) any untrue statemermtleged untrue statement of

a material fact contained in any information orwments furnished or made available to the Purchaser on behalf of the
Company, (i) the omission or alleged omissionttdestherein a material fact required to be st#iedein or necessary to make

the statements therein not misleading, (iii) thealsh or alleged breach of any representation, wyra agreement of the
Company contained herein or (iv) the execution @glivery by the Company of this Purchase Agreemesiny of the other
Operative Documents and/or the consummation ofrétresactions contemplated hereby and thereby, g g to reimburse

each such Indemnified Party, as incurred, for &ggall or other expenses reasonably incurred bycibimection with

investigating or defending any such loss, clairmdge, liability or action. The indemnity agreemestatained in this

Section €are in addition to any liability which the Compamay otherwise havt 15

Termination; Representations and Indemnities twi8er This Purchase Agreement shall be subject to textioin in the
absolute discretion of the Purchaser, by noticeryto the Company prior to delivery of and paynfenthe Notes, if prior to
such time (i) a downgrading shall have occurrethérating accorded the Company’s debt securityesnly “nationally
recognized statistical rating organization,” ag tham is used by the Commission in Rule 15¢3-2}(i)(F) under the
Exchange Act, or such organization shall have plybinnounced that it has under surveillance oemyvwith possible
negative implications, its rating of the Compangébt securities, (ii) the Company shall be unablgdil and deliver to the
Purchaser at least Thirty Million Dollars ($30,0000) in aggregate principal amount of the Notés,gisuspension or mater
limitation in trading in securities generally shlafive occurred on the New York Stock Exchange,gislispension or material
limitation in trading in any of the Company’s seities shall have occurred on the exchange or giootalystem upon which
the Company’ securities are traded, if any, (vEaegal moratorium on commercial business activitesl have been declared
either by federal or Delaware authorities or (lagre shall have occurred any outbreak or escalafibostilities, or declaratio
by the United States of a national emergency orovather calamity or crisis the effect of whichfamancial markets is such
as to make it, in the Purchaser’s judgment, imjabte or inadvisable to proceed with the offerangurchase of the Notes.
The respective agreements, representations, wisaimdemnities and other statements of the Comnpaits officers or
trustees and of the Purchaser set forth in or rpadguant to this Purchase Agreement will remaifulifforce and effect,
regardless of any investigation made by or on etiahe Purchaser or the Company or any of tha tespective officers,
directors or controlling persons, and will survidgivery of and payment for the Notes. The provisiof Sections @nd 8

shall survive the termination or cancellation aétRurchase Agreemel 16

Amendments This Purchase Agreement may not be modified, ae@naltered or supplemented, except upon the égacu
and delivery of a written agreement by each ofphies heretc 17
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11. Notices. All communications hereunder shall be in writangd effective only on receipt, and shall be maitidivered by han

or courier or sent by facsimile and confirm 17

12. Parties in Interest; Successors and Assidgitss Purchase Agreement will inure to the berafaind be binding upon the
parties hereto and their respective successorpemditted assigns. Nothing expressed or mentioméicis Purchase
Agreement is intended or shall be construed to giweperson other than the parties hereto andftitiatas, directors, officer:
employees, agents and controlling persons reféor@dSection 8nd their successors, assigns, heirs and legasemtatives,
any right or obligation hereunder. None of the tighr obligations of the Company under this Purehfagreement may be
assigned, whether by operation of law or otherwigthout the Purchaser’s prior written consent. Tilgats and obligations of
the Purchaser under this Purchase Agreement magdigned by the Purchaser without the Company’serg@nprovided that
the assignee assumes the obligations of the Purchader this Purchase Agreeme 18

13. Applicable Law. This Purchase Agreement will be governed by and cstrued and enforced in accordance with the law
of the State of New York without reference to pringles of conflicts of law (other than Section 5-1400f the General
Obligations Law). 18

14. Submission to JurisdictionANY LEGAL ACTION OR PROCEEDING BY OR AGAINST ANYARTY HERETO OR
WITH RESPECT TO OR ARISING OUT OF THIS PURCHASE AERMENT MAY BE BROUGHT IN OR REMOVED
TO THE COURTS OF THE STATE OF NEW YORK, IN AND FORHE COUNTY OF NEW YORK, OR OF THE UNITE
STATES OF AMERICA FOR THE SOUTHERN DISTRICT OF NEVORK (IN EACH CASE SITTING IN THE
BOROUGH OF MANHATTAN). BY EXECUTION AND DELIVERY OFTHIS PURCHASE AGREEMENT, EACH
PARTY ACCEPTS, FOR ITSELF AND IN RESPECT OF ITS PRERTY, GENERALLY AND UNCONDITIONALLY,
THE JURISDICTION OF THE AFORESAID COURTS (AND COURTOF APPEALS THEREFROM) FOR LEGAL
PROCEEDINGS ARISING OUT OF OR IN CONNECTION WITH TBiIPURCHASE AGREEMENT 18

15. Counterparts and Facsimil@his Purchase Agreement may be executed by ampomore of the parties hereto in any nun
of counterparts, each of which shall be deemedtarboriginal, but all such counterparts shall thgeconstitute one and the
same instrument. This Purchase Agreement may lmitdby any one or more of the parties heretabgimile. 19

SCHEDULES AND EXHIBITS

Schedule 4(1) — List of Significant Subsidiaries; Certain Prohibits Against the Payment of Distributions, the Repayt of Debt or
the Transfer of Asse

Schedule 4(p — Legal Proceeding




Schedule 4(u  — Certain Documents Subject to Future Filing as Eixfilo 1934 Act Report

Schedule 4(x — Claims Against Real Proper

Schedule 4(ee — Environmental Matter

Exhibit A — Form of Company Coun¢'s Opinion Pursuant iSection 3(b)(i}

Exhibit B — Form of General Counsel Opinion or Offic’ Certificate Pursuant 1Section 3(b)(ii)
Exhibit C — Form of Tax Counsel Opinion PursuaniSection 3(c

Exhibit D — Form of Trustee Counsel Opinion PursuarSection 3(d

Exhibit E — Form of Office’s Financial Certificate PursuantSection 6(h’




NOTE PURCHASE AGREEMENT

This NOTE PURCHASE AGREEMENT, dated as of May006 (this “ Purchase Agreemétis entered into by and between Comstock
Homebuilding Companies, Inc., a Delaware corporatibe “ Company), and Kodiak Warehouse LLC, a Delaware limiteabiiity
company, or its assignee (the “ Purchd}er

WITNESSETH:

WHEREAS, the Company proposes to issue amdosttle Purchaser Thirty Million Dollars ($30,0000) in aggregate principal amoun
the Company’s junior subordinated notes, bearitey@st at a fixed rate of 9.72% per annum throbghrterest payment date in June, 2011
and thereafter at a variable rate, reset quartegyal to LIBOR (as defined in the Indenture (afinéd below)) plus 4.20% per annum (the “
Notes”); and

WHEREAS, the Notes will be issued pursuard thunior Subordinated Indenture, dated as of thei@ Date (the “ Indentur®, between
the Company and Wells Fargo Bank, N.A., as indentrurstee (in such capacity, the “ Trustee

NOW, THEREFORE, in consideration of the forgoand the mutual agreements and subject to thestand conditions herein set forth,
the parties hereto agree as follows:

1. DefinitionsThis Purchase Agreement, the Indenture and thesNwtecollectively referred to herein as the “ @tige Documents’
All other capitalized terms used but not definethis Purchase Agreement shall have the respettdanings ascribed thereto in the
Indenture.

2. Purchase and Sale of the Notes

(a) The Company agrees to sell to thelager, and the Purchaser agrees to purchaseHeo@ompany, Thirty Million Dollars
($30,000,000) in aggregate principal amount ofNlbées for an amount (the “ Purchase Pticequal to Thirty Million Dollars ($30,000,00(
The Purchaser shall be responsible for the ratjggey costs and expenses.

(b) Delivery or transfer of, and payméort the Notes shall be made at 10:00 A.M. Chictige (11:00 A.M. New York City time), on
May 4, 2006 or such later date (not later than 3yrg906) as the parties may designate (such datérae of delivery and payment for the
Notes being herein called t* Closing Date’). The Notes shall be transferred and deliverethéoPurchaser against the payment of the
Purchase Price to the Company made by wire tramsfermediately available funds on the Closing Data U.S. account designated in
writing by the Company at least two Business Dayar po the Closing Date.

(c) Delivery of the Notes shall be matlsuch location, and in such names and denomirsgtasithe Purchaser shall designate at least
two Business Days in advance of the Closing Date. Tompany agrees to have the Notes availablagpetction and checking by the
Purchaser in Chicago, lllinois, not later than 1FOBI., Chicago time (2:00 P.M. New York City time)) the Business Day prior to the
Closing Date. The closing for the purchase and sale




of the Notes (the “ ClosinQ shall occur at the offices of Winston & Strawh R, 35 West Wacker Drive, Chicago, lllinois 60601 such
other place as the parties hereto shall agree.

3. Conditions The obligations of the parties under this Pureh@greement are subject to the following conditions
(a) The representations and warrantiesaioed herein shall be accurate as of the dadelofery of the Notes.

(b) (i) Greenberg Traurig LLP, counsal ttee Company (the * Company Coun¥glshall have delivered an opinion, dated the Q@igs
Date, addressed to the Purchaser, its successbessigns and the Trustee, in substantially tha &t out in Exhibit Aereto and (ii) the
Company shall have furnished to the Purchaserph@am of the Company’s General Counsel or a dedtié signed by the Company’s Chief
Executive Officer, President or an Executive Vicedtdent and the Company’s Chief Financial Offid@gasurer or Assistant Treasurer,
dated the Closing Date, addressed to the Purchasambstantially the form set out in ExhibitBreto. In rendering their opinion, the
Company Counsel may rely as to factual matters weatificates or other documents furnished by efficand directors of the Company and
by government officials (_providechoweverthat copies of any such certificates or documergsialivered to the Purchaser) and by and 1
such other documents as such counsel may, inréspnable opinion, deem appropriate as a basisda@ompany Counsel’s opinion. The
Company Counsel may specify the jurisdictions inclthey are admitted to practice and that theynateadmitted to practice in any other
jurisdiction and are not experts in the law of atiyer jurisdiction. Such Company Counsel opinidmaslsot state that they are to be govel
or qualified by, or that they are otherwise subjectiny treatise, written policy or other documeatating to legal opinions, including, withc
limitation, the Legal Opinion Accord of the ABA S&m of Business Law (1991).

(c) The Purchaser shall have been fuetighe opinion of Winston & Strawn LLP, special tmunsel for the Purchaser, dated the
Closing Date, addressed to the Purchaser and tistel; addressing the matters set out in Exhibigr@to (subject to customary assumptions
and qualifications).

(d) The Purchaser shall have receiveafieion of Potter Andersof Corroon LLP, special counsel for the Trustee, d#tedClosing
Date, addressed to the Purchaser and its successbessigns, in substantially the form set olbhibit D hereto.

(e) The Company shall have furnishedhoRurchaser a certificate of the Company, sigyettido Chief Executive Officer, President or
an Executive Vice President, and Chief Financidic®f or Treasurer of the Company, dated the Cp8iate, as to clauses (i) and (ii) below:

(i) the representations and warrantiethefCompany in this Purchase Agreement are trdeamect on and as of the Closing Date
with the same effect as if made on the Closing Patd the Company has complied with all the agredsnend satisfied all the conditic
on its part to be performed or satisfied at or piiothe Closing Date; and

2




(i) since the date of the Financial 8taents (as defined in Section 4(n}here has been no occurrence that has or would
prospectively result in a material adverse change had or would prospectively result in a mateadverse effect on the condition
(financial or otherwise), earnings, business, litdés or assets of the Company and its subsidiarvigether or not arising from
transactions occurring in the ordinary course dfibess (a “ Material Adverse Effédt

(f) Subsequent to the execution of thiscRase Agreement, there shall not have been amgehin or affecting the condition (financial
or otherwise), earnings, business, liabilities sgeds of the Company and its subsidiaries, whetheot occurring in the ordinary course of
business, the effect of which is, in the Purchasedgment, so material and adverse as to mak®itictical or inadvisable to proceed with
the purchase of the Notes.

(g9) The purchase of and payment for th&ebl as described in this Purchase Agreement(ghaibt be prohibited by any applicable law
or governmental regulation, (b) not subject thecRaser to any penalty or, in the reasonable judgwfghe Purchaser, other onerous
conditions under or pursuant to any applicabledagovernmental regulation and (c) be permittedhgylaws and regulations of the
jurisdictions to which the Purchaser is subj

(h) The Company shall have received @fisents, permits and other authorizations, and rathdech filings and declarations, as may
be required on or before the Closing Date from pengon or entity pursuant to any law, statute, leggun or rule (federal, state, local and
foreign), or pursuant to any agreement, order oraieto which the Company is a party or to whidk gubject, in connection with the
transactions contemplated by this Purchase Agreemen

(i) Prior to the Closing Date, the Comypahall have furnished to the Purchaser and iteseluisuch further information, certificates and
documents as the Purchaser or its counsel maynahlyorequest.

If any of the conditions specified ingl8ection Zhall not have been fulfilled when and as requingthis Purchase Agreement, or if
any of the opinions, certificates and documentstioead above or elsewhere in this Purchase Agreesiat not be reasonably satisfactory
in form and substance to the Purchaser or its eutings Purchase Agreement and all the Purchasebligations hereunder may be canceled
at, or at any time prior to, the Closing Date by Burchaser. Notice of such cancellation shallibengto the Company in writing or by
telephone or facsimile confirmed in writing.

Each certificate signed by any officettud Company and delivered to the Purchaser dPtinehaser’s counsel in connection with the
Operative Documents and the transactions conteatplareby and thereby shall be deemed to be asergetion and warranty of the
Company and not by such officer in any individuapacity.

4. Representations and Warranties oOhimpany. The Company represents and warrants to, andswgiéethe Purchaser, as of the
date hereof and as of the Closing Date, as follows:




(a) Neither the Company nor any of itgfilfates” (as defined in Rule 501(b) of Regulatibn(* Regulation D’) under the Securities
Act (as defined below)), nor any person actingteror their behalf, has, directly or indirectly, desoffers or sales of any security, or solicited
offers to buy any security, under circumstanceswald require the registration of any of the Noteder the Securities Act of 1933, as
amended (the " Securities Adt

(b) Neither the Company nor any of itdiliftes, nor any person acting on its or theird&éhas (i) offered for sale or solicited offecs t
purchase the Notes or (ii) engaged in any formgefieral solicitation” or “general advertising” (hiih the meaning of Regulation D) in
connection with any offer or sale of any of the &t

(c) The Notes (i) are not and have netblésted on a national securities exchange ragidtender Section 6 of the Securities Exchange
Act of 1934, as amended (the “ Exchange Acbr quoted on a U.S. automated inter-dealer afimt system and (ii) are not of an open-end
investment company, unit investment trust or facm1ant certificate company that is, or is requiredb¢, registered under Section 8 of the
Investment Company Act of 1940, as amended (tlm¥édtment Company At}, and the Notes otherwise satisfy the eligibiligquirements
of Rule 144A(d)(3) promulgated pursuant to the $iies Act (* Rule 144A(d)(3)).

(d) Neither the Company nor any of itdiliftes, nor any person acting on its or their&éhas engaged, or will engage, in any
“directed selling efforts” within the meaning of féation S under the Securities Act with respechoNotes.

(e) The Company is not, and, immediatelipwing consummation of the transactions conteatgd hereby and the other Operative
Documents and the application of the net procdeet®from, will not be, an “investment company” aremtity “controlled” by an
“investment company,” in each case within the megmif Section 3(a) of the Investment Company Act.

(f) The Company has not paid or agreegubtpto any person or entity, directly or indirgctiny fees or other compensation for
soliciting another to purchase any of the Notesepkfor the fee the Company has agreed to pa3® Jecurities, LLC pursuant to the letter
agreement between the Company and TBC Securiti€3, dated March 31, 2006.

(g) The Indenture has been duly authdrtzethe Company and, on the Closing Date, willehbgen duly executed and delivered by the
Company and, assuming due authorization, execatidndelivery thereof by the Trustee, will be a legalid and binding obligation of the
Company, enforceable against the Company in acnoedaith its terms, subject to applicable bankrypittsolvency and similar laws
affecting creditors’ rights generally and to geh@rinciples of equity (the “ Enforceability Excémhs”).

(h) The Notes have been duly authorizethe Company and, on the Closing Date, will hagerbduly executed and delivered to the
Trustee for authentication in accordance with tigehture and, when authenticated in the manneigedyor in the Indenture and delivered
to the Purchaser against payment therefor in aeooelwith this Purchase Agreement, will constitetgmal, valid and binding obligations of
the Company entitled to the benefits of the




Indenture, enforceable against the Company in decme with their terms, subject to the Enforcebiiixceptions.

(i) This Purchase Agreement has been autllgorized, executed and delivered by the Companyis a legal, valid and binding
obligation of the Company, enforceable againsiGbmpany in accordance with its terms, subject ¢oithforceability Exceptions and the
effect of any applicable public policy against #xdorcement of the indemnification provisions détRurchase Agreement set forth in
Section 8

() Neither the issue and sale of theddphor the execution and delivery of and compganith the Operative Documents by the
Company, nor the consummation of the transactionseenplated hereby or thereby, or the use of thegmds therefrom, (i) will conflict wit
or constitute a violation or breach of the chaoiebylaws or similar organizational documents & @ompany or any subsidiary of the
Company or any applicable law, statute, rule, ragmh, judgment, order, writ or decree of any goveent, governmental authority, agenc
instrumentality or court, domestic or foreign (eafively, the “* Governmental Entiti€} or of any arbitrator, in each case having jdigsion
over the Company or any of its subsidiaries orrtrespective properties or assets, (ii) will cartfivith or constitute a violation or breach of,
or a default or Repayment Event (as defined belowder, or result in the creation or imposition oy @ledge, security interest, claim, lien or
other encumbrance of any kind (each, a “ L'leapon any property or assets of the Company gradrits subsidiaries pursuant to, any
contract, indenture, mortgage, loan agreement, fesiee or other agreement or instrument to whighile Company or any of its subsidiai
is a party or by which it or any of them may be hauor (B) any of the property or assets of the Gany or any of its subsidiaries is subject,
except, in the case of this clause (ii), for sughflicts, violations, breaches, defaults, Repayntamnts or Liens which (X) would not, singly
or in the aggregate, adversely affect the consummaf the transactions contemplated by the Operddiocuments and (Y) would not, sini
or in the aggregate, have a Material Adverse Effecii) require the consent, approval, authoiimatbr order of any court or Governmental
Entity. As used herein, a “ Repayment Eventeans any event or condition which gives the hadd@mny note, debenture or other evidenc
indebtedness (or any person acting on such holbetialf) the right to require the repurchase, reutem or repayment of all or a portion of
such indebtedness by the Company or any of itsdiabigs prior to its scheduled maturity.

(k) The Company has been duly incorpatated is validly existing as a corporation in gatahding under the laws Delaware, with all
requisite corporate power and authority to ownséeand operate its properties and conduct the ésssintransacts and proposes to transact,
and is duly qualified to transact business and poiod standing as a foreign corporation in eadhdiction where the nature of its activities
requires such qualification, except where the failof the Company to be so qualified would notghiror in the aggregate, have a Material
Adverse Effect.

(1) The Company has no subsidiariesdahainaterial to its business, financial conditiorarnings other than those subsidiaries listed
in Schedule 4(1hereto (collectively, the “ Significant Subsidiazi®. Each Significant Subsidiary has been duly oigeth and is validly
existing as a corporation, limited liability compgatimited partnership or statutory trust in gogdnsling under the laws of the jurisdiction in
which it is chartered,




organized or formed, with all requisite power antharity to own, lease and operate its propertres@nduct the business it transacts and
proposes to transact. Each Significant Subsideduly qualified to transact business and is indgetanding as a foreign corporation, limited
liability company, limited partnership or statutdryst in each jurisdiction where the nature oBitsivities requires such qualification, except
where the failure to be so qualified would notgbjror in the aggregate, have a Material AdverdedEf Except as set forth on Schedule 4(1)
hereto, no subsidiary of the Company is currentbhfpited, directly or indirectly, under any agremmhor other instrument to which it is a
party or is subject, from paying any dividendstte Company, from making any other distribution nohssubsidiary’s capital stock or other
Equity Interests, from repaying to the Company laays or advances to such subsidiary from the Cagnpafrom transferring any of such
subsidiary’s properties or assets to the Compamangrother subsidiary of the Company.

(m) The Company and each of the Compasytsidiaries hold all necessary approvals, authtions, orders, licenses, consents,
registrations, qualifications, certificates andrpigs (collectively, the “ Governmental Licensgsf and from Governmental Entities neces:
to conduct their respective businesses as now lmeinducted, and neither the Company nor any o€thapany’s subsidiaries has received
any notice of proceedings relating to the revocatiomodification of any such Government License&ept where the failure to be so licen
or approved or the receipt of an unfavorable denijsiuling or finding, would not, singly or in tleggregate, have a Material Adverse Effect;
all of the Governmental Licenses are valid andilhfbrce and effect, except where the invaliditytloe failure of such Governmental Licen
to be in full force and effect, would not, singlyio the aggregate, have a Material Adverse Effeatt the Company and its subsidiaries are in
compliance with all applicable laws, rules, regiglas, judgments, orders, decrees and consentgytextere the failure to be in compliance
would not, singly or in the aggregate, have a Makévdverse Effect.

(n) All of the issued and outstanding Bginterests of the Company and each of its suasets are validly issued, fully paid and
nonassessable; all of the issued and outstandinijyHqgterests of each subsidiary of the Companywsed by the Company, directly or
through subsidiaries, free and clear of any Lidmintor equitable right; and none of the issued amstanding Equity Interests of the
Company or any subsidiary of the Company was isgugiblation of any preemptive or similar rightssing by operation of law, under the
charter, by-laws, certificate of formation, limitédbility company agreement, certificate of lindtpartnership, agreement of limited
partnership or similar organizational documentuaftsentity or under any agreement to which the Gomgpor any of its subsidiaries is a

party.

(o) Neither the Company nor any of itbsidiaries is (i) in violation of its respectiveaster, by-laws, certificate of formation, limited
liability company agreement, certificate of limitpdrtnership, agreement of limited partnershipimilar organizational document or (ii) in
default in the performance or observance of anigabbn, agreement, covenant or condition containeghy contract, indenture, mortgage,
loan agreement, note, lease or other agreemenswuiment to which the Company or any such suhgidkaa party or by which it or any of
them may be bound or to which any of the propertgssets of any of them is subject, except, irctse of clause (ii), where such violatior
default would not, singly or in the aggregate, hawdaterial Adverse Effect.
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(p) Except as set forth on Schedule Arto, there is no action, suit or proceeding ieedw by any Governmental Entity or arbitrator,
now pending or, to the knowledge of the Compangdtened against or affecting the Company or arlgeofCompany’s subsidiaries, except
for such actions, suits or proceedings that, ifeaslely determined, would not, singly or in the agaite, adversely affect the consummation of
the transactions contemplated by the Operative Beots or have a Material Adverse Effect; and thgegpte of all pending legal or
governmental proceedings to which the Company grodiits subsidiaries is a party or of which anytlodir respective properties or assets is
subject, including ordinary routine litigation ineintal to the Company’s and its subsidiaries’ bessinare not expected to result in a Material
Adverse Effect.

(q) The accountants of the Company whitfigal the Financial Statements are independehtipaccountants of the Company and its
subsidiaries within the meaning of the Securities, And the rules and regulations of the Securiti@sExchange Commission (the “
Commissior’) thereunder.

(r) The audited consolidated financiatsments (including the notes thereto) and schediilthe Company and its consolidated
subsidiaries for the three (3) fiscal years endeddinber 31, 2005 (the “ Financial Statemé&npsovided to the Purchaser are the most recent
available audited and unaudited consolidated firgustatements of the Company and its consolidsitddidiaries, respectively, and fairly
present in all material respects, in accordanck Wis. generally accepted accounting principleSBAAP ), the financial position of the
Company and its consolidated subsidiaries, andethgts of operations and changes in financial itinmdas of the dates and for the periods
therein specified. Such consolidated financialestegnts and schedules have been prepared in accerd#th GAAP consistently applied
throughout the periods involved (except as othexwisted therein).

(s) Neither the Company nor any of itssidiaries has any material liability, whether kmoar unknown, whether asserted or
unasserted, whether absolute or contingent, whatteeued or unaccrued, whether liquidated or uidafed, and whether due or to become
due, including any liability for taxes (and theseno past or present fact, situation, circumstao@edition or other basis for any present or
future action, suit, proceeding, hearing, chargeymaint, claim or demand against the Companysosubsidiaries that could give rise to any
such liability), except for (i) liabilities set fibr in the Financial Statements and (ii) normal hations in the amount of the liabilities referred
to in clause (i) above occurring in the ordinaryise of business of the Company and its subsidiaiiee the date of the most recent balance
sheet included in such Financial Statements.

(t) Since the date of the Financial Stegnts, there has not been (A) any Material AdvEf§ect or (B) any dividend or distribution of
any kind declared, paid or made by the Companyngrctass of its capital stock.

(u) The documents of the Company filethwiie Commission in accordance with the Exchangte ffom and including the
commencement of the fiscal year covered by the Gayip most recent Annual Report on Form 10-K, atttme they were or hereafter are
filed by the Company with the Commission (colleetiy the “ 1934 Act Reporty, complied and will comply in all material resgeavith the
requirements of the Exchange Act and the rules and




regulations of the Commission thereunder (the “4188t Regulations$), and, at the date of this Purchase Agreement arnldeo@losing Date
do not and will not include an untrue statemerd afaterial fact or omit to state a material faquieed to be stated therein or necessary to
make the statements therein, in the light of theuohstances under which they were made, not misigadnd other than such instruments,
agreements, contracts and other documents adet@$ exhibits to the Company’s Annual Report omF10-K, Quarterly Reports on Form
10-Q or Current Reports on Form 8-K, there arenstriments, agreements, contracts or other docsméatcharacter described in Item 601
of Regulation S-K promulgated by the Commissiowkich the Company or any of its subsidiaries isgyp and which the Company is
required to file, other than such as are permiibeoe filed with the Company’s next periodic repamtler the 1934 Act Regulations, and set
forth on_Schedule 4(wgttached hereto. The Company is in compliance alitburrently applicable requirements of the ExaAct and the
currently applicable rules and regulations promiddahereunder that were added by or resulted fhenBarbanes-Oxley Act of 2002.

(v) No labor dispute with the employeéshe Company or any of its subsidiaries exista@the knowledge of the executive officers of
the Company, is imminent, except those which waalt singly or in the aggregate, have a Materialgkde Effect.

(w) No filing with, or authorization, appval, consent, license, order, registration, digaliion or decree of, any Governmental Entity,
other than those that have been made or obtaimeeécessary or required for the performance by timapany of its obligations under the
Operative Documents or the consummation by the Gompf the transactions contemplated by the Oper&ibcuments.

(x) Except as set forth on Schedule 4{kp Company and each Significant Subsidiary lfaygood and marketable title in fee simple
to all real property owned by them, (b) good andketable title to all real property-related intaseswned by them and (c) good and
marketable title to all personal property ownedhmm, in each case free and clear of all Liensdafiects, except such as do not materially
affect the value of such property and do not isterfwith the use made and proposed to be madeelfydmpany and the Significant
Subsidiaries; and all of the leases and subleas#sr which the Company or any subsidiary of the Gamy holds properties are in full force
and effect, except where the failure of such leaselssubleases to be in full force and effect wowalg singly or in the aggregate, have a
Material Adverse Effect, and none of the Compangror subsidiary of the Company has any notice pfcdaim of any sort that has been
asserted by anyone adverse to the rights of thep@oynor any subsidiary of the Company under ani $eeses or subleases, or affecting or
guestioning the rights of such entity to the camtith possession of the leased or subleased preamdes any such lease or sublease, except
for such claims that would not, singly or in theyeggate, have a Material Adverse Effect.

(y) The Company and each of the Significdubsidiaries have timely and duly filed all TReturns (as defined below) required to be
filed by them, and all such Tax Returns are troesect and complete in all material respects. Tam@any and each of the Significant
Subsidiaries have timely and duly paid in fullmthterial Taxes required to be paid by them (whedherot such amounts are shown as du
any Tax Return). To the knowledge of the Compamgre are no federal, state or other Tax auditeficidncy assessments
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proposed or pending with respect to the Comparangrof the Significant Subsidiaries. As used hertia terms “ TaX or “ Taxes” mean

(i) all federal, state, local and foreign taxes]j ather assessments of a similar nature (whethgosed directly or through withholding),
including any interest, additions to tax or peraltapplicable thereto imposed by any Governmemtttyi-and (ii) all liabilities in respect of
such amounts arising as a result of being a mepftany affiliated, consolidated, combined, unitansimilar group, as a successor to anc
person or by contract. As used herein, the terrax Returns means all federal, state, local and foreign Tetams, declarations, statements,
reports, schedules, forms and information retuntsany amendments thereto filed or required tdled Wwith any Governmental Entity.

(2) Interest payable by the Company @nNbtes is deductible by the Company for UnitedeStéederal income tax purposes. There
no rulemaking or similar proceedings before thetéthStates Internal Revenue Service or comparaldkrdl, state, local or foreign
government bodies which involve or affect the Conypar any of its subsidiaries, which, if the sulbjetan action unfavorable to the
Company or any such subsidiary, could result insadlal Adverse Effect.

(aa) The books, records and accountseo€ompany and its subsidiaries accurately anly fi@flect, in reasonable detail, the
transactions in, and dispositions of, the assetaraf the results of operations of, the Companyitsrglbsidiaries. The Company and each of
its subsidiaries maintains a system of internabanting controls sufficient to provide reasonaldsusances that (i) transactions are executed
in accordance with management’s general or speaifiborizations, (ii) transactions are recordedex®ssary to permit preparation of
financial statements in accordance with GAAP angh&intain asset accountability, (iii) access tetss permitted only in accordance with
management’s general or specific authorization(andhe recorded accountability for assets is cared with the existing assets at
reasonable intervals and appropriate action istakih respect to any differences.

(bb) The Company and the Significant $&libges are insured by insurers of recognizedrfoia responsibility against such losses and
risks and in such amounts in all material respastare customary in the businesses in which treegragaged. All policies of insurance and
fidelity or surety bonds insuring the Company oy afithe Significant Subsidiaries or the Comparyr'Significant Subsidiaries’ respective
businesses, assets, employees, officers and dsen®in full force and effect. The Company ancheat the subsidiaries are in compliance
with the terms of such policies and instrumentaliimaterial respects. Neither the Company norSigyificant Subsidiary has reason to
believe that it will not be able to renew its ekigtinsurance coverage in all material respectnaswvhen such coverage expires or to obtain
similar coverage from similar insurers as may beessary to continue its business at a cost thaldwmi have a Material Adverse Effect.
Within the past twelve months, neither the Compamyany Significant Subsidiary has been deniediasyrance coverage which it has
sought or for which it has applied.

(cc) The Company and its subsidiariearnyr person acting on behalf of the Company anslitsidiaries including, without limitation,
any director, officer, agent or employee of the @any or its subsidiaries has not, directly or iadily, while acting on behalf of the
Company and its subsidiaries (i) used any corpdtatés for unlawful contributions, gifts, entertaiant or other unlawful expenses relating
to political activity, (ii)




made any unlawful payment to foreign or domestizegoment officials or employees or to foreign onustic political parties or campaigns
from corporate funds, (iii) violated any provisiohthe Foreign Corrupt Practices Act of 1977, asiaded, or (iv) made any other unlawful
payment.

(dd) The information provided by the Camp pursuant to this Purchase Agreement, the @perative Documents and the
transactions contemplated hereby and thereby duteasiof the date hereof, and will not as of thesig Date, contain any untrue statement
of a material fact or omit to state any material faecessary to make the statements therein, iligtiteof the circumstances under which they
were made, not misleading.

(ee) Except as set forth on Schedule)4{eeeto, (i) the Company and its subsidiaries haentand are in material compliance with
applicable Environmental Laws (as defined below)npne of the Company, any of its subsidiariestoithe best of the Company’s
knowledge, any other owners of any of the real pridps currently or previously owned, leased orafesl by the Company or any of its
subsidiaries (collectively, the “ Properti§sat any time or any other party, has at any tineéeased” (as such term is defined in CERCLA (as
defined below)) or otherwise disposed of a mateyigntity of Hazardous Materials (as defined belom)to, in, under or from the Properti
(iii) neither the Company nor any of its subsidéarhas used or intends to use the Properties sursequently acquired properties, other
than in material compliance with applicable Envirental Laws, (iv) neither the Company nor any &&itbsidiaries has received any notice
of, or has any knowledge of any occurrence or aistance which, with notice or passage of time ¢h,boould give rise to a material claim
under or pursuant to any Environmental Law witlpees to the Properties or their respective assadsising out of the conduct of the
Company or its subsidiaries, (v) none of the Prisgeare included or, to the best of the Compakgtsvledge, proposed for inclusion on the
National Priorities List issued pursuant to CERCiyAthe United States Environmental Protection Ageotg to the best of the Compé's
knowledge, proposed for inclusion on any similat &ir inventory issued pursuant to any other Emvirental Law or issued by any other
Governmental Entity, (vi) none of the Company, ahjts subsidiaries or agents or, to the best ef@ompany’s knowledge, any other person
or entity for whose conduct any of them is or mayheld responsible, has generated, manufactufdtedetransported, treated, stored,
handled, disposed, transferred, produced or predesmsy Hazardous Material at any of the Propertiesept in material compliance with all
applicable Environmental Laws, and has not trartepaor arranged for the transport of any Hazarddaterial from the Properties to another
property, except in material compliance with alpligable Environmental Laws, (vii) no lien has bésposed on the Properties by any
Governmental Entity in connection with the preseocer off such Property of any Hazardous Matesfalith respect to an Environmental
Law, and (viii) none of the Company, any of its sidiaries or, to the best of the Company’s knowéedmy other person or entity for whose
conduct any of them is or may be held responsitas,entered into or been subject to any consen¢elecompliance order, or administrative
order with respect to material liabilities or vittms at the Properties or any facilities or imggments or any operations or activities thereon.

As used herein, “ Hazardous Matetighall include, without limitation, any flammabheaterials, explosives, radioactive materials,
hazardous materials, hazardous substances, hagaxdstes, toxic substances or related materiddsstss, petroleum,
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petroleum products and any hazardous materialfagedeby any federal, state or local environmet#al, statute, ordinance, rule or
regulation, including, without limitation, the Comglvensive Environmental Response, Compensation,.iabdity Act of 1980, as amended,
42 U.S.C. 88 9601-9675 (* CERCLA, the Hazardous Materials Transportation Actaasended, 49 U.S.C. 88 5101-5127, the Resource
Conservation and Recovery Act, as amended, 42 U8 6901-6992k, the Emergency Planning and Commy&ight-toKnow Act of 1986
as amended, 42 U.S.C. 88 11001-11050, the Toxist&nbes Control Act, as amended, 15 U.S.C. 88 2602; the Federal Insecticide,
Fungicide and Rodenticide Act, as amended, 7 U.§80.36-136y, the Clean Air Act, as amended, 42Cl.§8 7401-7642, the Clean Water
Act, as amended (Federal Water Pollution Contrd) A3 U.S.C. §§ 1251-1387, the Safe Drinking Watet, as amended, 42 U.S.C. 8§
300f-300j-26, and the Occupational Safety and Heattt, as amended, 29 U.S.C. 88 651-678, and aalpgous state laws, as any of the
above may be amended from time to time and indggalations promulgated pursuant to each of thegfong (including environmental
statutes and laws not specifically defined heréirgividually, an “ Environmental Lawand collectively, the “ Environmental Lawsor by
any Governmental Entity.

(ff) In the ordinary course of its busssethe Company periodically reviews the effedEnfironmental Laws on the business,
operations and properties of the Company and iisidiaries, and periodically identifies and evadsatssociated costs and liabilities
(including, without limitation, any capital or o@ging expenditures required for clean-up, closdngroperties or compliance with
Environmental Laws or any permit, license or apptpany related constraints on operating actividied any potential liabilities to third
parties). On the basis of such reviews and the atraflits established reserves, the Company ha®nably concluded that such associated
costs and liabilities would not, individually or ihe aggregate, result in a Material Adverse Effect

5. Representations and Warranties oPilmehaser The Purchaser represents and warrants to, arésgith, the Company as follov

(a) The Purchaser is aware that the Nutgs not been and will not be registered undeBtgwmurities Act and may not be offered or
within the United States or to “U.S. persons” (efirtkd in Regulation S under the Securities Actiegt in accordance with Rule 903 of
Regulation S under the Securities Act or pursuaiaintexemption from the registration requiremehth® Securities Act.

(b) The Purchaser is an “accredited itorgsas such term is defined in Rule 501 (a) of&ation D under the Securities Act.

(c) Neither the Purchaser, nor any ofRbechaser’s Affiliates, nor any person actingtom Purchaser’s or the Purchaser’s Affiliate’s
behalf has engaged, or will engage, in any forrfgefieral solicitation” or “general advertising” (vin the meaning of Regulation D
promulgated under the Securities Act) in connectiith any offer or sale of the Notes.

(d) The Purchaser understands and acleuggk that (i) no public market exists for anyhef Notes and that it is unlikely that a public
market will ever exist for the Notes, (ii) the Plaser is purchasing the Notes for its own accdaninvestment and not with
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a view to, or for offer or sale in connection witetmy distribution thereof in violation of the Seities Act or other applicable securities laws,
subject to any requirement of law that the dispmsiof its property be at all times within its cositand subject to its ability to resell such
Notes pursuant to an effective registration statéraader the Securities Act or pursuant to an exempherefrom or in a transaction r
subject thereto, and the Purchaser agrees todeads and transfer restrictions applicable to tbeeslcontained in the Indenture, and (iii) the
Purchaser has had the opportunity to ask questipeed receive answers and request additionatrimdtion from, the Company and is aware
that it may be required to bear the economic risknoinvestment in the Notes.

(e) The Purchaser is a limited liabititympany duly formed, validly existing and in godadrsling under the laws of the State of
Delaware with all requisite limited liability compyw power and authority to execute, deliver andgrenfthe Operative Documents to which it
is a party, to make the representations and waesaspecified herein and therein and to consumthat&ransactions contemplated herein.

() This Purchase Agreement has been auitliorized, executed and delivered by the Purctzaskno filing with, or authorization,
approval, consent, license, order, registratiomlifjcation or decree of, any governmental bodyeraxy or court having jurisdiction over the
Purchaser, other than those that have been mam#ained, is necessary or required for the perfanady the Purchaser of its obligations
under this Purchase Agreement or to consummateeghgactions contemplated herein.

6. Covenants and Agreements of the Comp@he Company covenants and agrees with the Puechadollows:

(a) During the period from the date o tAurchase Agreement to the Closing Date, the @omphall use its best efforts and take all
action necessary or appropriate to cause its reptasons and warranties contained in Sectitmbge true as of the Closing Date, after giving
effect to the transactions contemplated by thicRase Agreement, as if made on and as of the @l@ste.

(b) The Company will arrange for the dfisdtion of the Notes for sale under the laws wéts jurisdictions as the Purchaser may
designate and will maintain such qualificationffect so long as required for the sale of the Bloithe Company will promptly advise the
Purchaser of the receipt by the Company of anyioation with respect to the suspension of the ifjaation of the Notes for sale in any
jurisdiction or the initiation or threatening ofyaproceeding for such purpos

(c) The Company will not, nor will it pait any of its Affiliates to, nor will the Comparpermit any person acting on its behalf (other
than the Purchaser and its Affiliates) to, directhyindirectly, resell any Notes that have beeruaeq by any of them.

(d) The Company will not, nor will it pait any of its Affiliates or any person acting as behalf (other than the Purchaser and its
Affiliates) to, engage in any “directed sellingatk” within the meaning of Regulation S under 8ezurities Act with respect to the Notes.
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(e) The Company will not, nor will it peit any of its Affiliates or any person acting ds behalf to, directly or indirectly, (i) sell, @iff
for sale or solicit offers to buy or otherwise ntgt® in respect of any security (as defined inSleeurities Act) that would or could be
integrated with the sale of the Notes in any maima&trwould require the registration of the Notader the Securities Act or (ii) make offers
or sales of any security, or solicit offers to lany security, under circumstances that would redtiie registration of any of the Notes under
the Securities Act.

(f) The Company will not, nor will it pait any of its Affiliates or any person acting de lbehalf (other than the Purchaser and its
Affiliates) to, engage in any form of “general sitition” or “general advertising” (within the meaag of Regulation D) in connection with
any offer or sale of the any of the Notes.

(g) So long as any of the Notes are antling, (i) the Notes shall not be listed on aaratl securities exchange registered under
Section 6 of the Exchange Act or quoted in a Uuoraated inter-dealer quotation system, (ii) thenany shall not be an open-end
investment company, unit investment trust or facm1ant certificate company that is, or is requiredbé, registered under Section 8 of the
Investment Company Act, and, the Notes shall otlsersatisfy the eligibility requirements of Rule4®{d)(3) and (iii) the Company shall r
engage, nor permit any of its subsidiaries to eagegany activity that would cause it or any ssabsidiary to be an “investment company”
under the provisions of the Investment Company Act.

(h) The Company shall furnish to (i) th@der, and subsequent holders, of the NoteK¢idiak Capital Management Company LLC,
2107 Wilson Boulevard, Suite 450, Arlington, Virgir22201, Attention: Robert M. Hurley, or such athddress as designated by Kodiak
Capital Management Company LLC) and (iii) any béreaf owner of the Notes reasonably identifiediie Company (which identification
may be made by either such beneficial owner or bgi& Capital Management Company LLC), a duly catgad and executed officer’s
financial certificate in the form attached heresdzxhibit E, including the financial statements referencesiich Exhibit, which certificate
and financial statements shall be so furnishechbydompany not later than forty-five (45) days raftee end of each of the first three fiscal
quarters of each fiscal year of the Company andatet than ninety (90) days after the end of detal year of the Company, or, if
applicable, such shorter respective periods asthwybe required by the Commission for the filipgthe Company of Quarterly Reports on
Form 10-Q and Annual Reports on Form 10-K.

(i) During any period in which the Compas not subject to and in compliance with Secti@wor 15(d) of the Exchange Act, or the
Company is not exempt from such reporting requirg@sipursuant to and in compliance with Rule 12d8-2der the Exchange Act, the
Company shall provide to each holder of the Notekta each prospective purchaser (as designatsddbyholder) of the Notes, upon the
request of such holder or prospective purchasgrirdarmation required to be provided by Rule 14d&4) under the Securities Act, if
applicable. Any information provided by the Compamysuant to this Section 6{)ill not, at the date thereof, contain any untrtegesnent o
a material fact or omit to state any material famtessary to make the statements therein, indighte circumstances under which they were
made, not misleading. If the Company is requirecktpster under the
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Exchange Act, such reports filed in compliance vitile 12g3-2(b) shall be sufficient informationraguired above. This covenant is
intended to be for the benefit of the Purchaserhitiders of the Notes, and the prospective puethatesignated by the Purchaser and such
holders, from time to time, of the Notes.

()) The Company covenants and agrees Ruitithaser that the Company will not, without thierpwritten consent of Purchaser, offer,
sell, contract to sell, grant any option to purehasotherwise dispose of, directly or indirec{iy,any Notes or junior subordinated notes or
trust preferred securities or (i) any other se@siconvertible into, or exercisable or exchantgefdy, any Notes or junior subordinated notes
or trust preferred securities unless the aggregataunt of Notes outstanding together with such slotgunior subordinated notes, trust
preferred securities or other securities proposduktoffered, sold, contracted for sale, granteatloerwise disposed of does not exceed
twenty-five percent (25%) of the aggregate of [t Company’s Consolidated Tangible Net Worth (afi&img into account such Notes,
junior subordinated notes, trust preferred seagitir other securities proposed to be offered, soéhted or otherwise disposed of).
purposes hereof, “ Consolidated Tangible Net Wbghall mean (i) the consolidated net worth of @@mpany and its consolidated
subsidiaries minus (ii) the consolidated intangliéthe Company and its consolidated subsidiamgading, without limitation, goodwill,
trademarks, trade names, copyrights, patents, tapptications, licenses, and rights in any offdregoing and other items treated as
intangibles in accordance with generally acceptaanting principles, as reported in the Compabglance sheet contained in its most
recent 1934 Act Report.

(k) The Company will not identify any lmfdemnified Parties (as defined below) in a presésase or any other public statement without
the consent of such Indemnified Party.

(I) The Purchaser shall have the righdarrthis Purchase Agreement and the Indenturegteest the substitution of new notes for all or
a portion of the Notes held by the Purchaser (tReplacement Not€3. The Replacement Notes shall bear terms idelnicéne Notes with
the sole exception of interest payment dates (an@sponding redemption date and maturity datejchwivill be specified by the Purchaser.
In no event will the interest payment dates (andesponding redemption date and maturity dateherReplacement Notes vary by more
sixty (60) calendar days from the original inteqegyment dates (and corresponding redemption datenaturity date) under the Notes. The
Company agrees to cooperate with all reasonableests| of the Purchaser in connection with any efftihegoing; providedthat no action
requested of the Company in connection with sudpeuration shall materially increase the obligationmaterially decrease the rights of the
Company pursuant to such documents.

(m) Notwithstanding anything to the camyr otherwise contained herein or in any other @ipex Document, prior to earlier of (i) the
date eighteen (18) months from the date hereofigrntie occurrence of a Change-in-Control (asmksdiin the Indenture), the Company shall
not offer to issue any other Debt (as such terdeffed in the Indenture) which rangari passuwith the Notes (including the Notes, any
junior subordinated notes, trust preferred se@sritir securities convertible into, or exercisalblex@changeable for the same) to any o
Person, unless the Company shall first offer tacRaser the opportunity to purchase such Debt, halli first provide to Purchaser a written
notice thereof stating the proposed terms and
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conditions (the “ Offered Terni3. The Purchaser shall have the right to accepQffered Terms by written notice to the Comparveni

within ten (10) days after the Purchaser’s receipghe Offered Terms. If the Purchaser does natgicthe Offered Terms within such period,
the Purchaser shall be deemed to have rejectadffered Terms and the Company may consummate seohnce of Debt during the sixty
(60) month period beginning on the date of the xtjmin of the applicable period; providethat such issuance of Debt shall be consummatec
on substantially the same terms as the Offered amd shall otherwise be in accordance with threddrereof, including Section 6(j)f

such issuance of Debt is not consummated withih sixty (60) month period, the provisions of thiscon 6(m)shall again apply in respect
of any issuance of Debt which ranpari passuwith the Notes whether made during such sixty (G0Onth period or thereafter.

7. Payment of ExpenseEhe Company agrees to pay all costs and expémsdsnt to the performance of the obligationshef t
Company under this Purchase Agreement, whethestdhe transactions contemplated herein are consiethor this Purchase Agreemer
terminated, including all costs and expenses imtitte (i) the fees and expenses of qualifying tleel under the securities laws of the se\
jurisdictions as provided iSection 6(b)(iii) the fees and expenses of the counsel, thewatants and any other experts or advisors retained
by the Company, (iv) the fees and all reasonahpeeses of the Trustee and any other trustee ongaygjent appointed under the Operative
Documents, including the fees and disbursementswrisel for such trustees or paying agent, whieh &hall not exceed a $2,000 acceptance
fee, $4,000 in administrative fees annually andf¢teas and expenses of Potter Anderson & Corroon (¥)Rhe fees and expenses of Wins
& Strawn LLP, special counsel retained by the Pasein, not to exceed $30,000 and (vi) a due diligéee in an amount equal to $12,500
payable as the Purchaser directs.

If the sale of the Notes provided fothis Purchase Agreement is not consummated beeayseondition set forth in Sectiont@ be
satisfied by the Company is not satisfied, bec#hisePurchase Agreement is terminated pursuanéttidh 9or because of any failure,
refusal or inability on the part of the Companyp&form all obligations and satisfy all conditiamsits part to be performed or satisfied
hereunder other than by reason of a default bytivehaser, the Company will reimburse the Purchgsen demand for all reasonable out-of-
pocket expenses (including the fees and expengés ¢furchases’counsel specified in clause (v) and the dueatilig fee specified in clat
(vi), in each case, of the immediately precedinggeph) that shall have been incurred by the Ruseahin connection with the proposed
purchase and sale of the Notes.

8. Indemnification(a) The Company agrees to indemnify and hold tessithe Purchaser, the Purchaser’s Affiliateskaodiak
Capital Management Company LLC (collectively, themdemnified Partie¥), each person, if any, who “controls” any of timelemnified
Parties within the meaning of either the Securiiesor the Exchange Act, and the Indemnified Raftiespective directors, officers,
employees and agents, against any and all lods@sscdamages or liabilities, joint or severalwioich the Indemnified Parties or any of
them may become subject under the Securities Betkchange Act or other federal or state statutayor regulation, at common law or
otherwise, insofar as such losses, claims, dan@agebilities (or actions in respect thereof) ar@ut of, are based upon or connected with
(i) any untrue statement or alleged untrue statémfes material fact contained in any informatian o
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documents furnished or made available to the Psertay or on behalf of the Company, (ii) the onaiesir alleged omission to state there
material fact required to be stated therein or s&agy to make the statements therein not misleadlindhe breach or alleged breach of any
representation, warranty or agreement of the Cosnpantained herein or (iv) the execution and dejivey the Company of this Purchase
Agreement or any of the other Operative Documemntaa the consummation of the transactions contateglhereby and thereby, and agi
to reimburse each such Indemnified Party, as iedjffior any legal or other expenses reasonablyri@diby it in connection with
investigating or defending any such loss, clairmage, liability or action. The indemnity agreemesdatained in this Sectiond@e in
addition to any liability which the Company may etiise have.

(b) Promptly after receipt by an IndenedfParty under this Sectiono8 notice of the commencement of any action, sackemnified
Party will, if a claim in respect thereof is to imade against the Company under this Sectigm@nptly notify the Company in writing of the
commencement thereof; but the failure so to ndtiyCompany (i) will not relieve the Company froiability under paragraph (a) above
unless and to the extent that such failure regultise forfeiture by the Company of material righted defenses and (ii) will not, in any event,
relieve the Company from any obligations to anyelmaified Party other than the indemnification ohtign provided in paragraph (a) above.
The Purchaser shall be entitled to appoint counsepresent the Indemnified Party in any actiandbich indemnification is sought. The
Company may participate at its own expense in #fergse of any such action; providétgt counsel to the Company shall not (except with
the consent of the Indemnified Party) also be celitasthe Indemnified Party. In no event shall @@mpany be liable for fees and expenses
of more than one counsel (in addition to any lamalnsel) separate from its own counsel for all mddied Parties in connection with any
one action or separate but similar or related astin the same jurisdiction arising out of the sgmeeral allegations or circumstances, unless
an Indemnified Party believes that his, her oimtsrests are not aligned with the interests otloindemnified Party or that a conflict of
interest might result. The Company will not, withdle prior written consent of the Indemnified Regt settle or compromise or consent tc
entry of any judgment with respect to any pendinthoeatened claim, action, suit or proceedingespect of which indemnification may be
sought hereunder (whether or not the Indemnifietié®aare actual or potential parties to such claation, suit or proceeding) unless such
settlement, compromise or consent includes an utittonal release of each Indemnified Party fromliabbility arising out of such claim,
action, suit or proceeding.

9. Termination; Representations and Ind#das to Survive This Purchase Agreement shall be subject to teatinin in the absolute
discretion of the Purchaser, by notice given toGbenpany prior to delivery of and payment for thetés, if prior to such time (i) a
downgrading shall have occurred in the rating adedithe Company’s debt securities by any “natignatognized statistical rating
organization,” as that term is used by the Commissi Rule 15¢3-1(c)(2)(vi)(F) under the Exchanget,for such organization shall have
publicly announced that it has under surveillanceewiew, with possible negative implications,risging of the Company’s debt securities,
(i) the Company shall be unable to sell and delteehe Purchaser at least Thirty Million Dollg$#30,000,000) in aggregate principal am¢
of the Notes, (iii) a suspension or material limid@a in trading in securities generally shall haeoeurred on the New York Stock Exchange,
(iv) a suspension or material limitation in tradingany of the Company’s securities shall have oezlion the exchange or quotation system
upon
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which the Companysecurities are traded, if any, (v) a general moiato on commercial business activities shall hagerbdeclared either
federal or Delaware authorities or (vi) there shalle occurred any outbreak or escalation of lissi] or declaration by the United States
national emergency or war or other calamity origtise effect of which on financial markets is sashto make it, in the Purchaser’s
judgment, impracticable or inadvisable to procedti the offering or purchase of the Notes. The eetipe agreements, representatic
warranties, indemnities and other statements o€drapany or its officers or trustees and of thecRaser set forth in or made pursuant to
Purchase Agreement will remain in full force anfitef, regardless of any investigation made by obemalf of the Purchaser or the Company
or any of the their respective officers, directorgontrolling persons, and will survive deliveryamd payment for the Notes. The provisions
of Sections and8 shall survive the termination or cancellation aétBurchase Agreement.

10. AmendmentsThis Purchase Agreement may not be modified, a@edraltered or supplemented, except upon the ggacand
delivery of a written agreement by each of theipartereto.

11. NoticesAll communications hereunder shall be in writangd effective only on receipt, and shall be maitsdivered by hand or
courier or sent by facsimile and confirmed:

If to the Purchaser, to:

c/o Kodiak Capital Management Company, LLC
2107 Wilson Boulevard

Suite 450

Arlington, Virginia 22201

Attention: Robert M. Hurley

Facsimile: (703) 351-7901

with a copy to:

Winston & Strawn LLP

35 West Wacker Drive
Chicago, lllinois 60601
Attention: Wayne D. Boberg
Facsimile: (312) 558-5700

if to the Company, to:

Comstock Homebuilding Companies, Inc.

11465 Sunset Hills Road

Suite 510

Reston, Virginia 20190

Facsimile: (703) 760-1520

Attention: Bruce Labovitz, Chief Financial Officer
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with a copy to:

Greenberg Traurig, LLP

800 Connecticut Avenue, NW
Suite 500

Washington, D.C. 20006
Facsimile: (202) 331-3101
Attention: Stephen A. Riddick, Esq.

All such notices and communications shaldeemed to have been duly given (i) at the telewered by hand, if personally delivered,
(i) five (5) Business Days after being depositedhie mail, postage prepaid, if mailed, (iii) thexhBusiness Day after being telecopied or
the next Business Day after timely delivery to araer, if sent by overnight air courier guarantegeiext-day delivery. From and after the
Closing, the foregoing notice provisions shall bpeyseded by any notice provisions of the Oper&iweuments under which notice is given.
The Purchaser and the Company, and their respexiiuesel, may change their respective notice adedse$rom time to time, by written
notice to all of the foregoing persons.

12. Parties in Interest; Successors aggighs. This Purchase Agreement will inure to the ber@fand be binding upon the parties
hereto and their respective successors and pednaisiigns. Nothing expressed or mentioned in thistase Agreement is intended or shall
be construed to give any person other than théegdrereto and the affiliates, directors, officermployees, agents and controlling persons
referred to in Section &nd their successors, assigns, heirs and legasepiatives, any right or obligation hereunder.éNofthe rights or
obligations of the Company under this Purchase &gent may be assigned, whether by operation obtastherwise, without the
Purchases prior written consent. The rights and obligationthe Purchaser under this Purchase Agreemenbagsigned by the Purche
without the Company’s consent; providetthat the assignee assumes the obligations dfuhehaser under this Purchase Agreement.

13. Applicable LawThis Purchase Agreement will be governed by and cstrued and enforced in accordance with the law othie
State of New York without reference to principles éconflicts of law (other than Section 5-1401 of # General Obligations Law).

14. Submission to JurisdictioANY LEGAL ACTION OR PROCEEDING BY OR AGAINST ANYPARTY HERETO OR WITH
RESPECT TO OR ARISING OUT OF THIS PURCHASE AGREEMEMAY BE BROUGHT IN OR REMOVED TO THE COURTS OF
THE STATE OF NEW YORK, IN AND FOR THE COUNTY OF NEWORK, OR OF THE UNITED STATES OF AMERICA FOR THE
SOUTHERN DISTRICT OF NEW YORK (IN EACH CASE SITTIN®N THE BOROUGH OF MANHATTAN). BY EXECUTION AND
DELIVERY OF THIS PURCHASE AGREEMENT, EACH PARTY AGEPTS, FOR ITSELF AND IN RESPECT OF ITS PROPERTY,
GENERALLY AND UNCONDITIONALLY, THE JURISDICTION OFTHE AFORESAID COURTS (AND COURTS OF APPEALS
THEREFROM) FOR LEGAL PROCEEDINGS ARISING OUT OF R CONNECTION WITH THIS PURCHASE AGREEMENT.
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15. Counterparts and Facsimiléhis Purchase Agreement may be executed by ampiomore of the parties hereto in any number of
counterparts, each of which shall be deemed tonlmiginal, but all such counterparts shall togettanstitute one and the same instrument.
This Purchase Agreement may be executed by angromere of the parties hereto by facsimile.

[signature page follows]
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IN WITNESS WHEREOF, the parties hereto havecexed this Note Purchase Agreement as of the mthyear first written above.
COMSTOCK HOMEBUILDING COMPANIES, INC

By: /s/ Bruce Labovit.

Name: Bruce Labovit
Title: Chief Financial Office

KODIAK WAREHOUSE LLC

By: Kodiak Funding, LF
Its: Sole Membe

By: Kodiak Funding Company, In
Its: General Partne

By: /s/ Robert M. Hurley

Name: Robert M. Hurle
Title: Chief Financial Office




Name

List of Significant Subsidiaries

Schedule 4(:

State of Incorporation
or Organization

O©CO~NOUA,WNPE

. Buckhead Overlook, LLt

. Comstock Acquisitions, L.C

. Comstock Station View, L.(

. Comstock Aldie, L.C

. Comstock Barrington Park, L.
. Comstock Bellemeade, L.

. Comstock Belmont Bay 5, L.
. Comstock Belmont Bay 89, L.!
. Comstock East Capitol, L.L.t

. Comstock Blooms Mill Il, L.C

. Comstock Brandy Station, L.

. Comstock Carter Lake, L.!

. Comstock Cascades, L.

. Comstock Communities, L.

. Comstock Countryside, L.!

. Comstock Culpeper, L.t

. Comstock Delta Ridge I, 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 North Carolina, L.L

. Comstock Homes of Raleigh, L.L.
. Comstock Homes of Washington, L

. Comstock Investors lll, L.I
. Comstock Investors V, L.(
. Comstock Investors VI, L.
. Comstock Kelton Il, L.C

. Comstock Lake Pelham, L.
. Comstock Landing, L.L.C

. Comstock Loudoun Condos 1, L

. Comstock North Carolina, L.L.t
. Comstock Penderbrook, L.

. Comstock Potomac Yard, L.

. Comstock Ryan Park, L.

. Comstock Sherbrooke, L.

. Comstock Summerland, L.

. Comstock Wakefield, L.L.C

. Comstock Wakefield II, L.L.C

. Highland Avenue Properties, L1
. Highland Station Partners, LL

. Mathis Partners, LL!

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




44,
45,
46.
47.
48.
49,
50.
51.
52.
53.
54,
55.
56.
57.
58.
59.

North Shore Investors, L.L.!

North Shore Raleigh, L.L.(

North Shore Raleigh 11, L.L.C
Parke-Chandler Homes, Int

Parker Chandler Homes/Florida, L

Parker Chandler Homes/North Carolina, L
Parker Chandler Homes/South Carolina, |
Parker Chandler Realty, LL

PCH Development, LL!

PCH James Road, LL

Post Preserve, LL

Raleigh Resolution, L.L.(

Settlement Title Services, L.L.

TCG Debt Fund 11, L.C

TCG Fund I, L.C

Tribble Road Development, LL

Certain Prohibitions Against the Payment of
Distributions, the Repayment of Debt or
the Transfer of Assets

[to follow, if any]
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Virginia
Virginia
Virginia
Georgia
Florida
North Caroling
South Carolin:
Georgia
Georgia
Georgia
Georgia
Virginia
Virginia
Virginia
Virginia
Georgia




Schedule 4(f

Legal Proceedings

None.




Schedule 4(1

Certain Documents Subject to Future
Filing as Exhibits to 1934 Act Reports

None.




Schedule 40

Claims Against Real Property

The Company is involved in a disagreement wittb@%bo joint venture partner in the North Shore projecated in Raleigh, North Carolina,
whereby the Company’s joint venture partner haslfd lis pendens asserting a right to the Compangisbership interest in the joint
venture.




Schedule 4(e

Environmental Matters

None.




Exhibit A

FORM OF COMPANY COUNSEL’S OPINION

Pursuant to Section 3(b)(i) of the Notedhase Agreement, Greenberg Traurig LLP, speoiathgel for the Company, shall deliver an
opinion to the effect that:

(i) the Company and each Significant &libsy is validly existing as a corporation, lindtéiability company, limited partnership
statutory trust in good standing under the lawthefjurisdiction in which it is chartered or orgaed; each of the Company and the
Significant Subsidiaries has full corporate, lindif@ability company, limited partnership or statytdrust power and authority to own or
lease its properties and to conduct its businessi@s business is currently conducted in all mategispects; all outstanding shares of
capital stock, equity or membership interests ef$ignificant Subsidiaries have been duly authdramed validly issued, and are fully
paid and nonassessable and owned of record anfidialhe directly or indirectly by the Company;eéhCompany has the corporate,
limited liability company, limited partnership otagutory trust power and authority to (A) execute deliver, and to perform its
obligations under, the Operative Documents to witicha party and (B) issue and perform its ohligas under the Notes;

(i) neither the issue and sale of theddpnor the execution and delivery of and compkanith the Operative Documents by the
Company nor the consummation of the transactionsecaplated thereby will constitute a breach oratioh of the charter, by-laws,
certificate of formation, limited liability comparggreement, certificate of limited partnership greement of limited partnership, as
applicable, of the Company;

(iii) the Indenture has been duly authedi, executed and delivered by the Company andirasg it has been duly authorized,
executed and delivered by the Trustee, constitutegal, valid and binding obligation of the Compaenforceable against the Company
in accordance with its terms, subject to applicdialekruptcy, insolvency and similar laws affectargditors’ rights generally and to
general principles of equity;

(iv) the Notes have been duly authoriaed executed by the Company and delivered to thst@e for authentication in accordai
with the Indenture and, when authenticated by thust€e in accordance with the provisions of theiridre and delivered to the
Purchaser against payment therefor, will constieggal, valid and binding obligations of the Compamtitled to the benefits of the
Indenture and enforceable against the Companycordance with their terms, subject to applicablekbaptcy, insolvency and similar
laws affecting creditors’ rights generally and engral principles of equity;

(v) the Company is not, and, following flssuance of the Notes and the consummation dfdheactions contemplated by the
Operative Documents and the application of the geds therefrom, the Company will not be, an “inwvesit
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company” or, to such counsel’s knowledge, an efitigntrolled” by an “investment company,” in eadise within the meaning of
Section 3(a) of the Investment Company Act of 1%0amended;

(vi) assuming the truth and accuracyhefriepresentations and warranties of the Purcliasiee Purchase Agreement, it is not
necessary in connection with the offer, sale anidely of the Notes to register the Notes underSeeurities Act of 1933, as amended,
under the circumstances contemplated in the Puechgeeement, or to require qualification of thednture under the Trust Indenture
of 1939, as amended,;

(vii) the Purchase Agreement has beey authorized, executed and delivered by the Companlyconstitutes a legal, valid and
binding obligation of the Company, enforceable ageihe Company in accordance with its terms, stilbjeapplicable bankruptcy,
insolvency and similar laws affecting creditorgjhts generally and to general principles of eqaity the effect of any applicable public
policy against the enforcement of the indemnifimatprovisions of the Purchase Agreement set forBection 8 thereof;

(viii) the execution and delivery by tBempany of, and the performance by the Compantsdaitiligations under, the Operative
Documents and the consummation of the transactiontemplated by the Purchase Agreement and the Ofterative Documents, do 1
and will not (A) result in the creation or impositi of any lien, claim, charge, encumbrance or ictgin upon any property or assets of
the Company or the Significant Subsidiaries, ord@&)flict with, constitute a breach or violation of constitute a default under, with or
without notice or lapse of time or both, any of ttams, provisions or conditions of (x) the charbsr-laws or similar organizational
documents of the Company or any Significant Subsydlior (y) any material contract, indenture, mageg, deed of trust, loan or credit
agreement, note, lease, franchise, license or #ngy agreement or instrument to which the Comparanyg Significant Subsidiary is a
party or by which any of them or any of their respee properties may be bound or (z) any orderrekzgudgment, franchise, license,
permit, rule or regulation known to such counsehiy court, arbitrator, government, or governmeaggncy or instrumentality, domes
or foreign, having jurisdiction over the Companyaoy Significant Subsidiary or any of their respecproperties;

(ix) except for filings, registrations gualifications that may be required by applicdblderal securities laws, no authorization,
approval, consent or order of, or filing, regisator qualification with, any person (includingitiout limitation, any court,
governmental body or authority) is required undherlaws of the State of Delaware in connection Withtransactions contemplated by
the Operative Documents (including the offer arld shthe Notes); and

(x) to such counsslknowledge, (A) no action, suit or proceedinga&t br in equity is pending or threatened to whitlh Compan
or any Significant Subsidiary is or may be a paatyd (B) no action, suit or proceeding is pendinthoeatened against or affecting the
Company or the Significant Subsidiaries or any of
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their respective properties, before or by any cougovernmental official, commission, board oresthdministrative agency, authority or
body, or any arbitrator, wherein an unfavorableigien, ruling or finding could reasonably be exmetcto have a material adverse effect
on (x) the consummation of the transactions contetag by the Operative Documents or the issuandesale of the Notes as

contemplated therein or (y) the condition (finahoiaotherwise), earnings, business, liabilitiessets or results of operations of the
Company and the Significant Subsidiaries on a datesed basis.

In rendering such opinions, such counsg} (A) provide for customary assumptions and djeations and (B) rely as to matters of
fact, to the extent deemed appropriate, on ceatié of responsible officers of the Company andipuificials.
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Exhibit B

FORM OF GENERAL COUNSEL OPINION
OR OFFICERS’ CERTIFICATE

Pursuant to Section 3(b)(ii) of the Note Pas#hAgreement, General Counsel for the Companydlaler an opinion, or thECHIEF
EXECUTIVE OFFICER/PRESIDENT/EXECUTIVE VICE PRESIDEN T] and thefCHIEF FINANCIAL
OFFICER/TREASURER/ASSISTANT TREASURER] of the Company shall provide an Officers’ Certifiggto the effect that:

(i) all of the issued and outstandingrebaf capital stock, equity or membership intere$teach Significant Subsidiary are owned
of record by the Company;

(ii) no consent, approval, authorizatarorder of any court or Governmental Entity isuiegd for the issue and sale of the Notes,
the execution and delivery of and compliance whia ©perative Documents by the Company or the consiion of the transactions
contemplated in the Operative Documents, excet approvals (specified in such certificate) as Hasen obtained,;

(iii) to the knowledge of such officetiere is no action, suit or proceeding before oafryy government, governmental
instrumentality, arbitrator or court, domestic ordign, now pending or threatened against or d@ffgéche Company or any Significant
Subsidiary that could adversely affect the consutitmaf the transactions contemplated by the Operd&ocuments or could have a
Material Adverse Effect; and

(iv) the execution and delivery by then@many of, and the performance by the Company aflitgjations under, the Operative
Documents and the consummation by the Companyeaf#msactions contemplated by the Operative Doatsné) will not result in any
violation of the charter or bylaws of the Compattg charter, bylaws or similar organizational doeuats of the Company’s subsidiaries,
and (ii) will not conflict with, or result in a bagh of any of the terms or provisions of, or cdngtia default (or an event which, with
notice or lapse of time or both, would constituéegault) under, or result in the creation or inipos of any lien, charge and
encumbrance upon any assets or properties of thg&uy or any Significant Subsidiary under, (a) agyeement, indenture, mortgage
instrument that the Company or any Significant 8libsy of the Company is a party to or by whicimiay be bound or to which any of
assets or properties may be subject, or (b) arstiagiapplicable law, rule or administrative regigla of any court or governmental
agency or authority having jurisdiction over thenggany or any Significant Subsidiary of the Compangny of their respective asset:
properties, except in case of (ii), where any stiolation, conflict, breach, default, lien, chargeencumbrance, would not have a
material adverse effect on the assets, liabilipegperties, business, results of operations odition (financial or otherwise) of the
Company and its subsidiaries, taken as whole.
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Exhibit C

FORM OF TAX COUNSEL OPINION

Pursuant to Section 3(c) of the Note Purciageement, Winston & Strawn LLP, special tax colifisethe Purchaser shall deliver an
opinion to the effect that, for United States fedi@mcome tax purposes, the Notes will constitntéebtedness of the Company.

In rendering such opinion, such counsel maypvide for customary assumptions and qualifaati (B) state that its opinion is limited
to the federal income tax laws of the United States (C) rely as to matters of fact, to the extlrgmed appropriate, on certificates of
responsible officers of the Company and publicoidfs.
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Exhibit D

FORM OF TRUSTEE COUNSEL OPINION
Pursuant to Section 3(d) of the Note Purciageement, special counsel for the Trustee shéilletean opinion to the effect that:

(i) Wells Fargo Bank, N.A. is a natiofianking association with trust powers, duly anddialexisting under the laws of the
United States of America, with corporate power auathority to execute, deliver and perform its oaligns under the Indenture and to
authenticate and deliver the Notes, and is dubjitdé and qualified to act as Trustee under themtake pursuant to Section 6.1 thereof;

(ii) the Indenture has been duly authedizexecuted and delivered by Wells Fargo Bank, inal constitutes the valid and binding
obligation of Wells Fargo Bank, N.A., enforceabmast it in accordance with its terms except (&)veay be limited by bankruptcy,
fraudulent conveyance, fraudulent transfer, insotye reorganization, liquidation, receivership, atorium or other similar laws now or
hereafter in effect relating to creditors’ rightsngrally, and by general equitable principles, rdigas of whether considered in a
proceeding in equity or at law and (B) that the edgnof specific performance and injunctive and ptbems of equitable relief may be
subject to equitable defenses and to the discrefitime court before which any proceeding therefay be brought;

(i) neither the execution or delivery Wells Fargo Bank, N.A. of the Indenture, the autiication and delivery of the Notes by
Wells Fargo Bank, N.A. pursuant to the terms ofltidenture, nor the performance by Wells Fargo BahR. of its obligations under tl
Indenture (A) requires the consent or approvattaf,giving of notice to or the registration orritj with, any Governmental Entity or
agency under any existing law of the State of NemkYgoverning the banking or trust powers of Wekllsgo Bank, N.A. or (B) violates
or conflicts with the Charter or By-laws of Wellargo Bank, N.A. or any law or regulation of thet8taf New York governing the
banking or trust powers of Wells Fargo Bank, Nand

(iv) the Notes have been duly authentidaind delivered by Wells Fargo Bank, N.A..

In rendering such opinions, such counsel Mgypfovide for customary assumptions and qualifara, (B) state that its opinion is limited
to the laws of the State of New York and (C) redyt@ matters of fact, to the extent deemed prapgecertificates of responsible officers of
Wells Fargo Bank, N.A., the Company and publicaéfis.
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Exhibit E

FORM OF OFFICER’S FINANCIAL CERTIFICATE

The undersigned, ti€HAIRMAN/VICE CHAIRMAN/CHIEF EXECUTIVE OFFICER/PRE  SIDENT/ VICE PRESIDENT/CHIEF
FINANCIAL OFFICER/TREASURER] of [COMPANY] (the “Company”), hereby certifies, pursuant to 8c6(h) of the Note Purchase
Agreement, dated as of May 4, 2006, by and betwse=€ompany and Kodiak Warehouse LLC, that, §DATE], [YEAR], the Company
and its subsidiaries had the following ratios aathbces:

As of [QUARTERLY/ANNUAL FINANCIAL DATE], [YEAR]
Senior secured indebtedness for borrowed mc“Debt”)
Senior unsecured De

Subordinated Det

€@ B BH B

Total Debt

Ratio of (x) senior secured and unsecured Debt)ttofal Debt %

[FOR FISCAL YEAR END: Attached hereto are the audited consolidated financial statements (including thbalance sheet, income
statement and statement of cash flows, and notesetteto, together with the report of the independenaccountants thereon) of the
Company and its consolidated subsidiaries for thehtee years ended [DATE], [YEAR].]

[FOR FISCAL QUARTER END: Attached hereto are the unaudited consolidated and consolidating financial stements (including the
balance sheet and income statement) of the Compaawd its consolidated subsidiaries for the fiscal carter ended [DATE], [YEAR].]

The financial statements fairly present in all mateespects, in accordance with U.S. generalbepted accounting principles (* GAAR,
the financial position of the Company and its cdidsted subsidiaries, and the results of operatsrschanges in financial condition as of
the date, and for tHQUARTER] [YEAR] endedDATE], [YEAR], and such financial statements have been prepai@tordance with
GAAP consistently applied throughout the periodoirred (expect as otherwise noted therein).

There has been no monetary default with respemtydndebtedness owed by the Company and/or isidiakies (other than those defaults
cured within thirty (30) days of the occurrencel® same)except as set forth below:].

Attached hereto is a current organizational chitth® Company and its subsidiaries as of the datedi.

[signature page follows]
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IN WITNESS WHEREOF, the undersigned has exatthis Officer's Financial Certificate as of tfixAY] of [MONTH], [YEAR].

COMSTOCK HOMEBUILDING COMPANIES,
INC.

By:

Name:

Title:

Comstock Homebuilding Companies, i
11465 Sunset Hills Roe

Suite 51C

Reston, Virginia 2019

(703) 88:-1700
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Exhibit 10.2

EXECUTION
VERSION

JUNIOR SUBORDINATED INDENTURE
between
COMSTOCK HOMEBUILDING COMPANIES, INC.
and

WELLSFARGO BANK, N.A.,
as Trustee

Dated as of May 4,2006
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JUNIOR SUBORDINATED INDENTURE

This JUNIOR SUBORDINATED INDENTURE, dated as\ay 4, 2006, is between Comstock Homebuilding @anies, Inc., a
Delaware corporation (the “* Compatj)y and Wells Fargo Bank, N.A., as Trustee (in saapacity, the “ Truste®.

RECITALS OF THE COMPANY

WHEREAS, the Company has duly authorized ttexetion and delivery of this Indenture to provfdethe issuance of its junior
subordinated notes, and to provide the terms anditons upon which such junior subordinated natesto be authenticated, issued and
delivered; and

WHEREAS, all things necessary to make thieimdre a valid agreement of the Company, in acomeavith its terms, have been done.
NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises &edourchase of the Securities by the Holders tligitde mutually covenanted and agreed, for
the equal and proportionate benefit of all Holdwrthe Securities, as follows:

ARTICLE |
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICAON
Section 1.1 Definitions
For all purposes of this Indenture, exceptthgrwise expressly provided or unless the coruthdrwise requires:
(a) the terms defined in this Articlédve the meanings assigned to them in_this Article
(b) the words “include,” “includes” and “inading” shall be deemed to be followed by the phragthout limitation”;
(c) all accounting terms used but not defihetkin have the meanings assigned to them in aacoedvith GAAP;

(d) unless the context otherwise requires,rafgrence to an “Article,” a “Section,” a “Schedubr an “Exhibit” refers to an Article, a
Section, a Schedule or an Exhibit, as the casebmagf or to this Indenture;

(e) the words “hereby,” “herein,” “hereof afftereunder” and other words of similar import retiethis Indenture as a whole and not to
any particular Article, Section or other subdivisio




(f) a reference to the singular includes thegd andvice versaand
(g) the masculine, feminine or neuter gendsesi herein shall include the masculine, feminimraeuter genders.
“ Act” when used with respect to any Holder, has theningaspecified in Section 1.4(a)

“ Additional Interest means the interest, if any, that shall accrueimnamounts payable on the Securities, the payofemntich has not
been made on the applicable Interest Payment Datevhich shall accrue at the rate per annum speledi determined as specified in such
Security, in each case to the extent legally erefaite.

“ Affiliate " of any specified Person means any other Perseettii or indirectly controlling or controlled by ander direct or indirect
common control with such specified Person. Forptingoses of this definition, * contrdlwhen used with respect to any specified Person,
means the power to direct the management and @elafisuch Person, directly or indirectly, whettieough the ownership of voting
securities, by contract or otherwise; and the tewoatrolling” and “controlled” have meanings cdative to the foregoing.

“ Applicable Depositary Procedureémeans, with respect to any transfer or transadtiwolving a Global Security or beneficial interes
therein, the rules and procedures of the Deposftarguch Security, in each case to the extentiegipe to such transaction and as in effect
from time to time.

“ Authenticating Agent means any Person authorized by the Trustee potrso&ection 6.110 act on behalf of the Trustee to authenti
the Securities.

“ Board of Directors means the board of directors of the Company graarly authorized committee of that board.

“ Board Resolutiofi means a copy of a resolution certified by ther8egy or an Assistant Secretary of the Comparhate@ been duly
adopted by the Board of Directors and to be influite and effect on the date of such certification

“ Breakage Costsmeans any and all reasonable costs and feesydflalder of Securities (including, without limitati, the reasonable
fees and expenses of any counsel engaged by sudarkio enforce the obligations of the Company teder) (as determined by such
Holder), directly associated or incurred in conm@ttvith unwinding, terminating, modifying or otlvéise breaking of any interest rate swap
or other interest rate hedging arrangement eniatedvith respect to the interest rate on the Seearmprior to the expiration of the Fixed R
Period where such unwinding, termination, modifmator breaking is caused by the payment or defeasaf principal on the Securities pt
to the expiration of the Fixed Rate Period in cariom with a Change-in-Control Election.

“ Breakage Gainsmeans the amount of gain actually realized by ldoider of Securities (as determined by such HQ|d#rectly
associated or incurred in connection with unwindiegminating, modifying or otherwise breaking anterest rate swap or other interest rate
hedging arrangement entered into with respectdartterest rate on the Securities prior to the raxioin
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of the Fixed Rate Period where such unwinding, teatron, modification or breaking is caused by plagment or defeasance of principal on
the Securities prior to the expiration of the Fiate Period in connection with a Change-in-Corftettion.

“ Business Day means any day other than (i) a Saturday or Sun@i®y day on which banking institutions in théyCof New York are
authorized or required by law or executive ordereimain closed or (iii) a day on which the Corperatust Office of the Trustee is closed for
business.

“ Calculation Agent has the meaning specified in Section 10.4(a)

“ Capital Leasé& means lease of (or other agreement conveyingigin to use) any real or personal property by s&ethat, in
conformity with GAAP, is accounted for as a capiégse on the balance sheet of such Person

“ Changen-Control” means (i) any person (as such term is used itid®ec13(d) and 14(d) of the Exchange Act), inchgda “group” as
defined in Section 13(d)(3) of the Exchange Act @xcluding a director or other fiduciary holdingcsrities under an employee benefit plan
of the Company), becomes the beneficial owner afitgdnterests of the Company having at least fifgrcent (50%) of the total number of
votes that may be cast for the election of directithe Company; (ii) the merger or other busirgesabination of the Company, sale of al
substantially all of the Company’s assets or cotiam of the foregoing transactions (a “Transac)ioother than a Transaction immediately
following which the shareholders of the Company idimately prior to the Transaction continue to haveajority of the voting power in the
resulting entity (excluding for this purpose anwgsholder owning directly or indirectly more tham fpercent (10%) of the shares of the other
company involved in the Transaction); or (iii) thersons who were directors of the Company on thke liereof (the “Incumbent Directors”)
shall cease to constitute at least a majority efBbard or a majority of the board of directorsny successor to the Company; providétat,
any director who was not a director as of the tlateof shall be deemed to be an Incumbent Dirdicsoich director was elected to the Board
by, or on the recommendation of or with the appra¥aat least two-thirds of the directors who thlpralified as Incumbent Directors either
actually or by prior operation of this provisiomless such election, recommendation or approvaliesesult of an actual or threatened
election contest of the type contemplated by Rediguia4a-Il promulgated under the Exchange Actryr successor provision.

“ Changen-Control Electiori’ has the meaning specified in Section 10.5(b)
“ Changen-Control Event’ means the occurrence of (i) a Change-in-Contnal @) a Ratings Downgrade.

“ Changen-Control Event Noticé has the meaning specified in Section 10.5(b).

“ Changen-Control Notice” has the meaning specified in Section 10.(b)

“ Code” means the Internal Revenue Code of 1986 or angessor statute thereto, in each case as amemedifne to time.
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“ Commissior has the meaning specified in Section 7.3(c)

“ Company’ means the Person named as the “Company” in teedaragraph of this Indenture until a successosdh shall have become
such pursuant to the applicable provisions of ltmitenture, and thereafter “Company” shall mean sutdtessor Person.

“ Company Requestand “ Company Order mean, respectively, the written request or ogigned in the name of the Company by its
Chairman of the Board of Directors, its Vice Chaamof the Board of Directors, its Chief Executivéi€2r, President or a Vice President,
and by its Chief Financial Officer, its Treasur@m, Assistant Treasurer, its Secretary or an Asgi&acretary, and delivered to the Trustee.

“ Consolidated Tangible Net Worthmeans (i) the consolidated net worth of the Conypand its consolidated subsidiaries minus (ii) the
consolidated intangibles of the Company and itsotidated subsidiaries including, without limitatjggoodwill, trademarks, trade names,
copyrights, patents, patent applications, licenard,rights in any of the foregoing and other itéreated as intangibles in accordance with
generally accepted accounting principles.

“ Corporate Trust Officemeans the principal office of the Trustee at vihéd any particular time its corporate trust businghall be
administered, which office at the date of this imtkee is located at 919 North Market Street, St@i@, Wilmington, Delaware 19801.

“ Debt” means, with respect to any Person, whether raeoigrto all or a portion of the assets of suclsdterwhether currently existing or
hereafter incurred and whether or not contingedtwaithout duplication, (i) every obligation of suBterson for money borrowed; (ii) every
obligation of such Person evidenced by bonds, debesy notes or other similar instruments, inclgdibligations incurred in connection w
the acquisition of property, assets or businegsgsvery reimbursement obligation of such Persoth respect to letters of credit, bankers’
acceptances or similar facilities issued for thepaat of such Person; (iv) every obligation of s&anson issued or assumed as the deferred
purchase price of property or services (but exdgdiade accounts payable or other accrued liegsilérising in the ordinary course of
business); (v) every capital lease obligation ahsBerson; (vi) all indebtedness of such Persoetlvdn incurred on or prior to the date of this
Indenture or thereafter incurred, for claims inpexs of derivative products, including intereserdbreign exchange rate and commodity
forward contracts, options and swaps and simil@mgements; (vii) every obligation of the type rede to in clauses (i) through (vi) of
another Person and all dividends of another Petsopayment of which, in either case, such Perssrgliaranteed or is responsible or liable
for, directly or indirectly, as obligor or otherwisand (viii) any renewals, extensions, refundimgsendments or modifications of any
obligation of the types referred to in clauseshipugh (vii).

“ Defaulted Interesthas the meaning specified in Section 3.1(c)

“ Defeasanc&has the meaning specified in Section 13.1

“ Defeasance Maturity Datéhas the meaning specified in Section 13.2
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“ Depositary’ means an organization registered as a clearirg@gunder the Exchange Act that is designatedepo$itary by the
Company or any successor thereto. DTC will be ntiteal Depositary.

“ Depositary Participaritmeans a broker, dealer, bank, other financialtirtton or other Person for whom from time to tim®epositary
effects book-entry transfers and pledges of saesriteposited with the Depositary.

“ Dollar” or “ $ " means the currency of the United States of Angetfi@t, as at the time of payment, is legal tefofethe payment of
public and private debts.

“DTC” means The Depository Trust Company, a New Yomporation, or any successor thereto.

“ EBITDA " means, for any period, the net income (or logghe Company and its Subsidiaries for such pegad|uding(a) any gains
from the sale, lease, assignment or other traf@feralue (each, a “ Dispositidh by the Company or any Subsidiary to any Persahgr
than the Company or any Subsidiary) of any assggbt of the Company or such Subsidiary (includlitige loss, destruction or damage of
any thereof or any actual or threatened (in writmghe Company or any Subsidiary) condemnationfiscation, requisition, seizure or taki
thereof) other than (i) the Disposition of any asgeich is to be replaced, and is in fact replaegthin thirty (30) days with another asset
performing the same or a similar function, (ii) 8@e or lease of inventory in the ordinary cowfkusiness and (iii) other Dispositions in
any fiscal year the aggregate cash proceeds (iimgjuhsh proceeds received pursuant to policiéssofance or by way of deferred payment
of principal pursuant to a note, installment reabie or otherwise, but only as and when receivecBived by the Company or any Subsidiary
pursuant to such Disposition net of (A) the direasts relating to such sale, transfer or otheradigion (including sales commissions and
legal, accounting and investment banking fees)(#&B&s paid or reasonably estimated by the Comftahg payable as a result thereof (after
taking into account any available tax credits afudions and any tax sharing arrangements) andr@unts required to be applied to the
repayment of any Debt secured by a Lien on thet as&gect to such Disposition (other than the Sé&es}) do not in the aggregate exceed
$1,000,000, (b) any extraordinary gains and (c)gaigis from discontinued operations, plis the extent deducted in determining such net
income (or loss), Interest Expense, income tax esg@edepreciation and amortization and non-caslagenent compensation expense for
such period.

“ EDGAR” has the meaning specified in Section 7.3(c)

Equity Interest§ means (a) the partnership interests (both commdrpeaferred partnership interests) in a partnerhiether a gener
or limited partnership), (b) the membership intesés a limited liability company (both common ametferred membership interests) and
(c) the shares or stock interest (both common saockpreferred stock) in a corporation.

“ ERISA” means the Employee Retirement Income Securityohdi974 or any successor statute thereto, in eash as amended from
time to time.




“ Event of Default has the meaning specified in Section 5.1
“ Exchange Act means the Securities Exchange Act of 1934 orsaamgessor statute thereto, in each case as amiodetime to time.
“ Expiration Daté has the meaning specified in Section 1.4(h)

“ Fixed Rate Periotishall have the meaning specified in the form et &ity set forth in Section 2.1

“ Fixed Charge Coverage Ratimeans, for each period of four consecutive figpadrters ending on the last day of a fiscal quatte
ratio of (a) the total for such period of EBITDAmisthe sum of (i) income taxes paid in cash by the gamy and each of its Subsidiaries
and (ii) all unfinanced expenditures which, in adamce with GAAP, would be required to be capitadliand shown on the consolidated
balance sheet of the Company, including expenditureespect of any Capital Leasgp the sum for such period of (i) cash Interest
Expense plusii) required payments of principal of all Debttbe Company and its Subsidiaries that matures thareone year from the date
of its creation (or is renewable or extendiblethat option of such Person, to a date more tharyeaefrom such date) (including the
Securities) plus (iii) management fees paid in cash

“ GAAP” means United States generally accepted accouptingiples, consistently applied, from time to éiim effect.

“ Global Security means a Security that evidences all or part ef3kcurities, the ownership and transfers of whidil be made through
book entries by a Depositary.

“ Government Obligatiohmeans (a) any security that is (i) a direct oafign of the United States of America of which tal faith and
credit of the United States of America is pledgediipan obligation of a Person controlled or siyiged by and acting as an agency or
instrumentality of the United States of Americdloe payment of which is unconditionally guarantasa full faith and credit obligation by
the United States of America, which, in either caselause (i) or (i), is not callable or redeertwaéat the option of the issuer thereof, and
(b) any depositary receipt issued by a “bank” @fned in Section 3(a)(2) of the Securities Actastodian with respect to any Government
Obligation that is specified in clause (a) above held by such bank for the account of the holdeuch depositary receipt, or with respec
any specific payment of principal of or interestany Government Obligation that is so specified lagld; provided that (except as required
by law) such custodian is not authorized to makededuction from the amount payable to the holdeuch depositary receipt from any
amount received by the custodian in respect of@breernment Obligation or the specific payment dfigipal or interest evidenced by such
depositary receipt.

“ Holder” means a Person in whose name a Security is ezgibin the Securities Register.

“ Indenturé’ means this Junior Subordinated Indenture asmalfyi executed or as it may from time to tune beaded or supplemented
by one or more amendments or indentures supplef@rieto entered into pursuant to the applicabdeipions hereof.
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“ Interest Expenseémeans consolidated interest expense of the Comguaahjts Subsidiaries for such period (includingrabuted interes
on Capital Leases)

“ Interest Payment Datemeans March 30, June 30, September 30 and Dec@&@leéreach year, commencing on June 30,2006, dtii
term of this Indenture.

“ Investment Company Attmeans the Investment Company Act of 1940 or argsssor statute thereto, in each case as ameanded f
time to time.

“ Investment Company Evehieans the receipt by the Company of an Opinio@aiinsel experienced in such matters to the ettt
as a result of the occurrence of a change in largguilation (including any announced prospectivenge) or a written change in
interpretation or application of law or regulatioy any legislative body, court, governmental agemicsegulatory authority, there is more tl
an insubstantial risk that the Company is or, withinety (90) days of the date of such opinion Wé| considered an “investment company”
that is required to be registered under the Investr@ompany Act, which change or prospective chdmegemes effective or would become
effective, as the case may be, on or after the afatee issuance of the Securities.

“ Leverage Ratid means at any time, the ratio of Debt (excludibdjgations related to inventory not owned resultirgn consolidations
required pursuant to Financial Accounting Stand&ulard Interpretation No. 46 entitled “Consolidatiaf VVariable Interest Entities, an
Interpretation of Accounting Research Bulletin (AR®o. 51"issued in January 2003 and revised December 28GBeasame may be revis
and amended from time to time) at such time to Glidiasted Tangible Net Worth (as reported in the @any’s balance sheet contained in
most recent periodic report filed with the Comnuasgifor the most recently ended four fiscal quartd#rthe Company.

“LIBOR " has the meaning specified in Schedule A
“ LIBOR Business Day has the meaning specified in Schedule A

“ LIBOR Determination Date has the meaning specified in Schedule A

“ Mandatory Redemption Pri¢énas the meaning set forth in Section 11.1(b)

“ Maturity ” when used with respect to any Security, meansl#te on which the principal of such Security oy arstallment of principal
becomes due and payable as therein or herein gawiahether at the Stated Maturity or by declaratibacceleration, call for redemption or
otherwise.

“ Notice of Default means a written notice of the kind specified acfon 5.1(c)

“ Officers Certificate” means a certificate signed by the Chairman ofBbard, a Vice Chairman of the Board, the Chiefdutizve
Officer, the President or a Vice President, andhieyChief Financial Officer, the Treasurer, an 8&sit Treasurer, the Secretary or an
Assistant Secretary, of the Company and delivevdade Trustee.




“ Opinion of Counsel means a written opinion of counsel, who may bensel for or an employee of the Company or anyliaté of the
Company.

“ Optional Redemption Pricehas the meaning set forth in Section 11.1

“ Original Issue Date means the date of original issuance of each S&gcur

“ Qutstanding means, when used in reference to any Securiiesf the date of determination, all Securitiesdtodore authenticated and
delivered under this Indenture, except:

(i) Securities theretofore canceled by thesTea or delivered to the Trustee for cancellation;

(i) Securities for whose payment or redempticoney in the necessary amount has been theretidéposited with the Trustee or any
Paying Agent (other than the Company) in trustetraside and segregated in trust by the Companlygi€Company and/or its Affiliate
shall act as its own Paying Agent) for the Hold®rsuch Securities; providedhat if the Company is acting as Paying Agentusiges
for which payment or redemption money has beereposited in trust with the Paying Agent shall besidered to remain Outstanding
until such time as such payment or redemption mdweyactually been paid in full to the Holders udts Securities; and provided
further, that, if such Securities are to be redeemedcaati such redemption has been duly given purdoahis Indenture or provision
therefor satisfactory to the Trustee has been nsautk;

(i) Securities that have been paid or ingtithtion for or in lieu of which other Securitibave been authenticated and delivered
pursuant to the provisions of this Indenture, unlg®of satisfactory to the Trustee is presentatidhy such Securities are held by
Holders in whose hands such Securities are valdiigy and legal obligations of the Company;

provided, that in determining whether the Holders of thguisite principal amount of Outstanding Securitiase given any request, demand,
authorization, direction, notice, consent or waivereunder, Securities owned by the Company oo#msr obligor upon the Securities or any
Affiliate of the Company or such other obligor dhze disregarded and deemed not to be Outstandilegsithe Company shall hold all
Outstanding Securities, except that, in determinvhgther the Trustee shall be protected in relyipgn any such request, demand,
authorization, direction, notice, consent or wajialy Securities that a Responsible Officer of Thestee actually knows to be so owned
be so disregarded. Securities so owned that haare filedged in good faith may be regarded as Outistgrif the pledgee establishes to the
satisfaction of the Trustee the pledgee’s rightibsact with respect to such Securities and thaptbegee is not the Company or any other
obligor upon the Securities or any Affiliate of tBempany or such other obligor.

“ Paving Agent means the Trustee or any Person authorized bgdmepany to pay the principal of or any premiuninterest on, or
other amounts in respect of, any Securities onlbehthe Company.




“ Persorf means a legal person, including any individuakporation, estate, partnership (general or limjtgdnt venture, association,
joint stock company, company, limited liability cpamy, trust, unincorporated association or govenipa any agency or politic
subdivision thereof, or any other entity of whatewature.

“ Place of Paymeritmeans, with respect to the Securities, the Cafgorrust Office of the Trustee.

“ Predecessor Securityf any particular Security means every previoes8ity evidencing all or a portion of the sametdebthat
evidenced by such particular Security. For the pseg of this definition, any security authenticeded delivered under Section 3dieu of ¢
mutilated, destroyed, lost or stolen Security shalleemed to evidence the same debt as the radtitidstroyed, lost or stolen Security.

“ Proceeding has the meaning specified in Section 12.2(b)
“ Purchase Agreemehmeans the Note Purchase Agreement, dated ag afate hereof, between the Company and the Purchase

“ Purchaset means Kodiak Warehouse LLC, a Delaware limitedbility company.

“ Rating Agencie& shall mean (i) Standard & Poor’s Ratings Grougj\asion of The McGraw-Hill Companies, Inc., (NJoody's
Investor Services, Inc. and (iii) Fitch/IBCA, on, €ach case its respective successor.

“ Ratings Downgradémeans a downgrading in or withdrawal of the Comps general corporate rating or the rating accditiethe
Company’s debt securities or preferred stock, ¥f, &y any two of the Rating Agencies as a result @hange-in-Control.

“ Redemption Datémeans, when used with respect to any Securibetoedeemed, the date fixed for such redemptioor pprsuant to
this Indenture.

“ Redemption Pricemeans, when used with respect to any Securibetcedeemed, in whole or in part, the Special Rediem Price, the
Mandatory Redemption Price or the Optional Redeonprice, as applicable, at which such Securifyastion thereof is to be redeemed as
fixed by or pursuant to this Indenture.

“ Reference Bankshas the meaning specified in Schedule A

“ Regular Record Datefor the interest payable on any Interest Payniate with respect to the Securities means thettatds fifteen
(15) days preceding such Interest Payment Datetbgher not a Business Day).

“ Responsible Officeérmeans, when used with respect to the Trusteeoffieer in the corporate trust department of thastee having
direct responsibility for the administration ofgHndenture.




“ Rights Plarf means a plan of the Company providing for theasse by the Company to all holders of its commaquity Interests of
rights entitling the holders thereof to subscribedr purchase shares or units of any class cesefiEquity Interests in the Company which
rights (i) are deemed to be transferred with sughitly Interests and (ii) are also issued in respééiiture issuances of such Equity Interests,
in each case until the occurrence of a specifieshesr events.

“ Securities or “ Security.” means any debt securities or debt security, @asdse may be, authenticated and delivered unider th
Indenture.

“ Securities Act means the Securities Act of 1933 or any succeststute thereto, in each case as amended frontditirae.
“ Securities Registérand “ Securities Registrdrhave the respective meanings specified in Se@ib(r).

“ Senior Debt means the principal of and any premium and irgeoa (including interest accruing on or after fiieg of any petition in
bankruptcy or for reorganization relating to then@any, whether or not such claim for ppstition interest is allowed in such proceeding
Debt of the Company, whether incurred on or praothte date of this Indenture or thereafter incurtedess it is provided in the instrument
creating or evidencing such Debt or pursuant tactvkuch Debt is outstanding, that such obligatamessubordinate gran passun right of
payment to the Securities issued under this Indenprovided, that Senior Debt shall not be deemed to inclujleuy other Debt (and
guarantees, if any, in respect of such Debt) issoeahy trust (or a trustee of any such trust)traship or other entity affiliated with the
Company that is a financing vehicle of the Comp@nyfinancing entity’) in connection with the issuance by such finagoimtity of equity
securities or other securities pursuant to anunsént that rankpari passuwith or junior in right of payment to this Indenéuor (y) any Debt
issued to any third party that is not affiliatediwihe Company, has terms and conditions thatwdrstantially similar to the Securities issued
under this Indenture and is ranked junior in righpayment to the Senior Debt.

“ Special Event means the occurrence of an Investment Companytiwea Tax Event.
“ Special Record Datefor the payment of any Defaulted Interest meadste fixed by the Trustee pursuant to Sectiore)3.I(

“ Special Redemption Pri¢éas the meaning set forth in Section 11.2
“ Stated Maturity means June 30, 2036.

“ Subsidiary’ means a Person more than fifty percent (50%hefdutstanding voting stock or other voting intesed which is owned,
directly or indirectly, by the Company or by onensore other Subsidiaries, or by the Company andoomaeore other Subsidiaries. For
purposes of this definition, “ voting stotkneans stock that ordinarily has voting powertfog election of directors, whether at all times or
only so long as no senior class of stock has sathg power by reason of any contingency.
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“ Tax Event’ means the receipt by the Company of an Opinio@atfinsel experienced in such matters to the etffiatt as a result of
(a) any amendment to or change (including any amced prospective change) in the laws or any reigmisthereunder of the United States
or any political subdivision or taxing authorityetieof or therein or (b) any judicial decision oy anfficial administrative pronouncement
(including any private letter ruling, technical &lymemorandum or field service advice) or regulafivocedure, including any notice or
announcement of intent to adopt any such pronoueneor procedure (an_*“ Administrative Actidy regardless of whether such judicial
decision or Administrative Action is issued to nrdonnection with a proceeding involving the Compand whether or not subject to review
or appeal, which amendment, change, judicial decisi Administrative Action is enacted, promulgatecinnounced, in each case, on or
after the date of issuance of the Securities, tisamgore than an insubstantial risk that interestable by the Company on the Securities is
or within ninety (90) days of the date of such oqin will not be, deductible by the Company, in Wor in part, for United States federal
income tax purposes.

“ Trustee’ means the Person named as the “Trustee” in thefaragraph of this Indenture, solely in its @yaas such and not in its
individual capacity, until a successor Trusteeldiele become such pursuant to the applicable giong of this Indenture, and, thereafter,
“Trustee” shall mean or include each Person wttbés a Trustee hereunder.

“ Trust Indenture Act means the Trust Indenture Act of 1939 or any sssor statute thereto, in each case as amendedirfnento time.

Section 1.2 Compliance Certificate and Opision

(a) Upon any application or request by the Gany to the Trustee to take any action under aayigion of this Indenture, the Company
shall, if requested by the Trustee, furnish toTthestee an Officers’ Certificate stating that ahditions precedent (including covenants
compliance with which constitutes a condition poera), if any, provided for in this Indenture rélgtto the proposed action have been
complied with and an Opinion of Counsel stating thahe opinion of such counsel all such condgignecedent (including covenants
compliance with which constitutes a condition pdea), if any, have been complied with, except,timathe case of any application or
request as to which the furnishing of such documenspecifically required by any provision of thislenture relating to such particular
application or request, no additional certificatepinion need be furnished.

(b) Every certificate or opinion with respéatcompliance with a condition or covenant provid@din this Indenture (other than the
certificate provided pursuant to Section 1pshall include:

(i) a statement by each individual signingtsaertificate or opinion that such individual hasd such condition or covenant and the
definitions herein relating thereto;

(ii) a brief statement as to the nature armghswf the examination or investigation upon whtod statements or opinions of such
individual contained in such certificate or opiniare based,;
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(i) a statement that, in the opinion of suetividual, he or she has made such examinationvastigation as is necessary to enable
him or her to express an informed opinion as tothdreor not such condition or covenant has beerptiechwith; and

(iv) a statement as to whether, in the opimbsuch individual, such condition or covenant hasn complied with.

Section 1.3 Forms of Documents Delivered tastee.

(a) In any case where several matters araregfjto be certified by, or covered by an opinidnamy specified Person, it is not necessary
that all such matters be certified by, or covergdhe opinion of, only one such Person, or thay the so certified or covered by only one
document, but one such Person may certify or givepanion with respect to some matters and oneaerather such Persons as to other
matters, and any such Person may certify or givepamion as to such matters in one or several dectisn

(b) Any certificate or opinion of an officef the Company may be based, insofar as it relatésgal matters, upon a certificate or opinion
of, or representations by, counsel, unless sud¢benfknows, or after reasonable inquiry should knthat the certificate or opinion or
representations with respect to matters upon whiclor her certificate or opinion is based aremeous. Any such certificate or Opinion of
Counsel may be based, insofar as it relates tadhotatters, upon a certificate or opinion of, gresentations by, an officer or officers of the
Company stating that the information with respeciuch factual matters is in the possession o€drmapany, unless such counsel knows, or
after reasonable inquiry should know, that theifiesite or opinion or representations with resgectuch matters are erroneous.

(c) Where any Person is required to make, givexecute two or more applications, requestssents, certificates, statements, opinions or
other instruments under this Indenture, they maynleed not, be consolidated and form one instrtmen

(d) Whenever, subsequent to the receipt byl'thstee of any Board Resolution, Officers’ Cectiie, Opinion of Counsel or other
document or instrument, a clerical, typographicadther inadvertent or unintentional error or ongesshall be discovered therein, a new
document or instrument may be substituted theiafoorrected form with the same force and effedf asginally received in the corrected
form and, irrespective of the date or dates ofdtteal execution and/or delivery thereof, such suite document or instrument shall be
deemed to have been executed and/or deliveredths dhate or dates required with respect to themeat or instrument for which it is
substituted. Without limiting the generality of tfewegoing, any Securities issued under the authofisuch defective document or instrurn
shall nevertheless be the valid obligations ofGleenpany entitled to the benefits of this Indenemeally and ratably with all other
Outstanding Securities.

Section 1.4 Acts of Holders

(a) Any request, demand, authorization, diogctnotice, consent, waiver or other action predidy this Indenture to be given to or taken
by Holders may be embodied in and evidenced byoomeore instruments of substantially similar tesigned by such Holders in person or
by an agent thereof duly appointed in writing aextept as herein otherwise expressly
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provided, such action shall become effective wherhsnstrument or instruments (including any appoint of an agent) is or are delivered
to the Trustee and, where it is hereby expressjyired, to the Company. Such instrument or instnisiéand the action embodied therein
evidenced thereby) are herein sometimes referrad the “ Act’ of the Holders signing such instrument or instamts. Proof of execution of
any such instrument or of a writing appointing aagh agent shall be sufficient for any purposénisf indenture and conclusive in favor of
the Trustee and the Company, if made in the mammaided in this Section 1.4

(b) The fact and date of the execution by Bagson of any such instrument or writing may bevgdoby the affidavit of a witness of such
execution or by the certificate of any notary paldi other officer authorized by law to take acktenigments of deeds, certifying that the
individual signing such instrument or writing ackviedged to him or her the execution thereof. Whsereh execution is by a Person acting in
other than his or her individual capacity, suchifieate or affidavit shall also constitute suffcit proof of his or her authority. The fact and
date of the execution by any Person of any sudhuiment or writing, or the authority of the Per@xecuting the same, may also be proved in
any other manner that the Trustee deems suffieietiin accordance with such reasonable rules abrtlstee may determine.

(c) The ownership of Securities shall be ptblog the Securities Register.

(d) Any request, demand, authorization, dicectnotice, consent, waiver or other action byktodder of any Security shall bind every
future Holder of the same Security and the Holdevery Security issued upon the registration afisfer thereof or in exchange therefor «
lieu thereof in respect of anything done or suffiei@be done by the Trustee or the Company inmedidhereon, whether or not notation of
such action is made upon such Security.

(e) Without limiting the foregoing, a Holdent#led to take any action hereunder with regardrtg particular Security may do so with
regard to all or any part of the principal amoui$wuch Security or by one or more duly appointeeinagi each of which may do so pursuant to
such appointment with regard to all or any paudth principal amount.

(f) Except as set forth in paragraph (g) @& ®ection 1.4 the Company may set any day as a record datadgyurpose of determining t
Holders of Outstanding Securities entitled to givake or take any request, demand, authorizatioggtibn, notice, consent, waiver or other
action provided or permitted by this Indenture ¢ogiven, made or taken by Holders of Securitieanif record date is set pursuant to this
paragraph, the Holders of Outstanding Securitiesuat record date, and no other Holders, shalhbidesl to take the relevant action,
whether or not such Holders remain Holders aftehgecord date; providedhat no such action shall be effective hereundézss taken on
or prior to the applicable Expiration Date by Haklef the requisite principal amount of OutstandB&gurities on such record date. Nothing
in this paragraph shall be construed to prevenCiiapany from setting a new record date for anpadbr which a record date has
previously been set pursuant to this paragraphreupon the record date previously set shall auticalbt and with no action by any Person
be canceled and of no effect). Promptly after aoprd date is set pursuant to this paragraph, timep@ny, at its own expense, shall cause
notice of such record date, the proposed actioddigers and the applicable Expiration Date to hegito the Trustee in writing and to each
Holder of Securities in the manner set forth intleecl.6.
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(g) The Trustee may set any day as a recdedfdathe purpose of determining the Holders ofstanding Securities entitled to join in the
giving or making of (i) any Notice of Default, (iny declaration of acceleration or rescissionnmuiment thereof referred to in Section 5.2
(iiif) any request to institute proceedings refert@ih Section 5.7(bdr (iv) any direction referred to in Section 5.112 any record date is set
pursuant to this paragraph, the Holders of Outstan8ecurities on such record date, and no othédtéfi®, shall be entitled to join in such
notice, declaration, request or direction, whethranot such Holders remain Holders after such ekdate; provided that no such action shall
be effective hereunder unless taken on or prithécapplicable Expiration Date by Holders of thguisite principal amount of Outstanding
Securities on such record date. Nothing in thisgaaph shall be construed to prevent the Trustee fetting a new record date for any ac
for which a record date has previously been setyant to this paragraph (whereupon the recordmtatgously set shall automatically and
with no action by any Person be canceled and affezt). Promptly after any record date is set pans to this paragraph, the Trustee, at the
Company'’s expense, shall cause notice of suchdetaie, the proposed action by Holders and thdcatyé Expiration Date to be given to
the Company in writing and to each Holder of Sdm@siin the manner set forth in Section 1.6

(h) With respect to any record date set pursteaparagraph (f) or (g) of this Sectibrt. the party hereto that sets such record daye ma
designate any day as the “ Expiration Daémd from time to time may change the Expiraticai®to any earlier or later day; providetiat
no such change shall be effective unless noti¢dbeoproposed new Expiration Date is given to theioparty hereto in writing, and to each
Holder of Securities in the manner set forth int®&cl.6, on or prior to the existing Expiration Date. if Bxpiration Date is not designated
with respect to any record date set pursuant $o3bction 1.4 the party hereto that set such record date bhaleemed to have initially
designated the ninetieth (90th) day after suchrcedate as the Expiration Date with respect themibject to its right to change the
Expiration Date as provided in this paragraph. Nibtstanding the foregoing, no Expiration Date shalllater than the one hundred eightieth
(180th) day after the applicable record date.

Section 1.5 Notices, Etc. to Trustee and Compa

Any request, demand, authorization, directimtjce, consent, waiver, Act of Holders, or otdecument provided or permitted by this
Indenture to be made upon, given or furnishedttdijed with:

(a) the Trustee by any Holder or the Compdra}l e sufficient for every purpose hereunder dfdm, given, furnished or filed in writing to
or with and received by the Trustee at its Corpornatist Office; or

(b) the Company by the Trustee or any Holthatl$e sufficient for every purpose hereunden iivriting and mailed, first class, postage
prepaid, to the Company addressed to it at 114685 Hills Road, Suite 510, Reston, Virginia 2008@t any other address previously
furnished in writing to the Trustee by the Company.
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Section 1.6 Notice to Holders; Waiver

Where this Indenture provides for notice tdddos of any event, such notice shall be suffidyegiven (unless otherwise herein expressly
provided) if in writing and mailed, first class,gtage prepaid, to each Holder affected by suchtewahe address of such Holder as it app
in the Securities Register, not later than thestadate (if any), and not earlier than the earliege (if any), prescribed for the giving of such
notice. If, by reason of the suspension of or wiagties in regular mail service or for any otheason, it shall be impossible or impracticable
to mail notice of any event to Holders when saitiagois required to be given pursuant to any pioni®f this Indenture, then any manner of
giving such notice as shall be satisfactory tofthestee shall be deemed to be a sufficient givinguah notice. In any case where notice to
Holders is given by mail, neither the failure toihsaich notice, nor any defect in any notice solatkito any particular Holder shall affect the
sufficiency of such notice with respect to otheldéos. Where this Indenture provides for noticary manner, such notice may be waived in
writing by the Person entitled to receive sucha®teither before or after the event, and suchevahall be the equivalent of such notice.
Waivers of notice by Holders shall be filed witle thrustee, but such filing shall not be a condifloecedent to the validity of any action
taken in reliance upon such waiver.

Section 1.7 Effect of Headings and Table oftgnts.

The Article and Section headings herein aedTtble of Contents are for convenience only aadl st affect the construction of this
Indenture.

Section 1.8 Successors and Assigns

This Indenture shall be binding upon and sinaife to the benefit of any successor to the Com@ad the Trustee, including any
successor by operation of law. Except in conneatiith a transaction involving the Company thateésmitted under Article Vllland pursuat
to which the assignee agrees in writing to perfitfexCompany’s obligations hereunder, the Compaalil Bbt assign its obligations
hereunder.

Section 1.9 Separability

If any provision in this Indenture or in thecsirities shall be invalid, illegal or unenforceslthe validity, legality and enforceability of the
remaining provisions shall not in any way be affelcor impaired thereby, and there shall be deemilestituted for the provision at issue a
valid, legal and enforceable provision as simikpassible to the provision at issue.

Section 1.10 Benefits of Indenture

Nothing in this Indenture or in the Securitiespress or implied, shall give to any Personeothan the parties hereto and their successors
and assigns, the holders of Senior Debt and thdé#®lof the Securities, any benefit or any legaduritable right, remedy or claim under this
Indenture.
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Section 1.11 Governing Law

This Indenture and the rights and obligations of eah of the Holders, the Company and the Trustee shébe construed and enforce:
in accordance with and governed by the laws of th&tate of New York without reference to its conflictof laws provisions (other than
Section 5-1401 of the General Obligations Law).

Section 1.12 Submission to Jurisdiction

ANY LEGAL ACTION OR PROCEEDING BY OR AGAINST NY PARTY HERETO OR WITH RESPECT TO OR ARISING OUT
OF THIS INDENTURE MAY BE BROUGHT IN OR REMOVED TOHE COURTS OF THE STATE OF NEW YORK, IN AND FOR
THE COUNTY OF NEW YORK, OR OF THE UNITED STATES O"MMERICA FOR THE SOUTHERN DISTRICT OF NEW YORK (IN
EACH CASE SITTING IN THE BOROUGH OF MANHATTAN). BYEXECUTION AND DELIVERY OF THIS INDENTURE, EACH
PARTY ACCEPTS, FOR ITSELF AND IN RESPECT OF ITS PRERTY, GENERALLY AND UNCONDITIONALLY, THE
JURISDICTION OF THE AFORESAID COURTS (AND COURTS #PPEALS THEREFROM) FOR LEGAL PROCEEDINGS ARISIP
OUT OF OR IN CONNECTION WITH THIS INDENTURE.

Section 1.13 NeBusiness Days

If any Interest Payment Date, Redemption Dat8tated Maturity of any Security shall not bewsiBess Day, then (notwithstanding any
other provision of this Indenture or the Securjtiggyment of interest, premium, if any, or prindipaother amounts in respect of such
Security shall not be made on such date, but bleathade on the next succeeding Business Day (s&r@$h shall accrue in respect of the
amounts whose payment is so delayed for the pé&od and after such Interest Payment Date, Redemate or Stated Maturity, as the
case may be, until such next succeeding Businegséxaept that, if such Business Day falls in tke&trsucceeding calendar year, such
payment shall be made on the immediately preceBiginess Day, in each case with the same forcetied as if made on the Interest
Payment Date or Redemption Date or at the Statedriia

Section 1.14 Counterparts

This Indenture may be executed in any numbeowonterparts, each of which so executed shadlemmed to be an original, but all such
counterparts shall together constitute but onethedame instrument.

ARTICLE Il
SECURITY FORMS
Section 2.1 Form of Security

Any Security issued hereunder shall be in sutiglly the following form:

COMSTOCK HOMEBUILDING COMPANIES, INC.
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Junior Subordinated Note due 2036

No. $

Comstock Homebuilding Companies, Inc., a cafion organized and existing under the laws ofldalre (hereinafter called the “
Company,” which term includes any successor Person urdeindenture hereinafter referred to), for valieeieed, hereby promises to pay
to| ], or registered assigns, the principal sunfiRRINCIPAL AMOUNT] ($[ D [IF THE SECURITY IS A
GLOBAL SECURITY, THEN INSERT: or such other princip al amount represented hereby as may be set forth ihe records of the
Securities Registrar hereinafter referred to in acordance with the Indenture] on June 30, 2036. The Company further promisegayo p
interest on said principal sum from and includingyM},2006, or from and including the most recetdrigst Payment Date to which interest
has been paid or duly provided for, quarterly irears, to but excluding the succeeding Interestrfeay Date, on March 30, June 30,
September 30 and December 30 of each year, comngedene 30, 2006, or if any such day is not a BagsDay, on the next succeeding
Business Day (and interest shall accrue in resgfabe amounts whose payment is so delayed fopéhied from and after such Interest
Payment Date until such next succeeding Busineg$, Bacept that, if such Business Day falls inlegt succeeding calendar year, such
payment shall be made on the immediately preceBuginess Day, in each case, with the same forceffiadt as if made on the Interest
Payment Date, at a fixed rate equal to 9.72% peumrthrough the Interest Payment Date in June Z0Eiked Rate Period) and thereafter
at a variable rate, reset quarterly, equal to LIB&& 4.20% per annum, until the principal hersgbaid or duly provided for or made
available for payment; providedhat any overdue principal, premium, if any, amg overdue installment of interest shall bear Addal
Interest at a fixed rate equal to 9.72% per anrhmough the interest payment date in June 2011 tmréafter at a variable rate, reset
quarterly, equal to LIBOR plus 4.20% per annunmtife extent that the payment of such interest dlealégally enforceable), compounded
quarterly, from and including the dates such am®ant due to but excluding the dates such amoumisagd or made available for payment,
and such interest shall be payable on demand.

During the Fixed Rate Period, the amount tdrigst payable for any interest period shall bemaed on the basis of a three hundred sixty
(360)-day year of twelve (12) thirty (30)-day mosmtnd the amount payable for any partial periodl Beacomputed on the basis of the actual
number of days elapsed in a three hundred sixty)(@éy year of twelve (12) thirty (30)-day monthipon expiration of the Fixed Rate
Period, the amount of interest payable for anyra@steperiod will be computed on the basis of aghmendred sixty (360)-day year and the
actual number of days elapsed in the relevantastgyeriod. The interest so payable, and punctpaily or duly provided for, on any Interest
Payment Date shall, as provided in the Indenturgydid to the Person in whose name this Securitgr{e or more Predecessor Securities) is
registered at the close of business on the Redeord Date for such interest installment. Any séérest not so punctually paid or duly
provided for shall forthwith cease to be payabléheoHolder on such Regular Record Date and magelite paid to the Person in whose
name this Security (or one or more Predecessonifiesliis registered at the close of business 8pecial Record Date for the payment of
such Defaulted Interest to be fixed by the
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Trustee, notice whereof shall be given to HoldérSexurities not less than ten (10) days prionithsSpecial Record Date, or be paid at any
time in any other lawful manner not inconsisterttmithe requirements of any securities exchangeitmnaated quotation system on which the
Securities may be listed, traded or quoted and speoh notice as may be required by such exchangetomated quotation system, all as
more fully provided in the Indenture.

During an Event of Default, the Company shall (i) declare or pay any dividends or distribnt@n, or redeem, purchase, acquire or
make a liquidation payment with respect to, anyifgdaterests of the Company, (ii) vote in favorafpermit or otherwise allow any of its
Subsidiaries to declare or pay any dividends dridigions on, or redeem, purchase, acquire or nadiguidation payment with respect to or
otherwise retire, any preferred Equity Interestsuwth Subsidiaries or other Equity Interests émgitthe holders thereof to a stated rate of
return (for the avoidance of doubt, whether suafgired Equity Interests are perpetual or othenosdiii) make any payment of principal
or any interest or premium, if any, on or repapurehase or redeem any debt securities of the Caoyribat rarkpari passun all respects
with or junior in interest to the Securities (othiean (A) repurchases, redemptions or other adeprisi of Equity Interests of the Company in
connection with (1) any employment contract, beng@éin or other similar arrangement with or for tenefit of any one or more employees,
officers, directors or consultants, (2) a divideashvestment or Equity Interests purchase pla8pthe issuance of Equity Interests in the
Company (or securities convertible into or exefigisdor such Equity Interests) as consideratioariracquisition transaction entered into f
to the applicable Event of Default, (B) as a resfiin exchange, conversion reclassification ortmaation of any class or series of the
Company’s Equity Interests (or any Equity Interésta Subsidiary of the Company) for, of or withyaitass or series of the Company’s
Equity Interests or of any class or series of tbenfany’s indebtedness for any class or serieseo€ttmpany’s Equity Interests, (C) the
purchase of fractional interests in the Equity lests of the Company pursuant to the conversia@xchange provisions of such Equity
Interests or the security being converted or exghdn(D) any declaration of a dividend in connetiigth any Rights Plan, the issuance of
rights, Equity Interests or other property under Rights Plan or the redemption or repurchasegtitsi pursuant thereto or (E) any dividend
in the form of Equity Interests, warrants, optianther rights where the dividend Equity Inter@sthe Equity Interest issuable upon exer
of such warrants, options or other rights is thees&quity Interest as that on which the dividenbeeg paid or rankgari passuwith or
junior to such Equity Interest

Payment of principal of, premium, if any, a@nterest on this Security shall be made in such ooicurrency of the United States of
America as at the time of payment is legal tendepayment of public and private debts. Paymenfziotipal, premium, if any, and interest
due at the Maturity of this Security shall be matithe Place of Payment upon surrender of suchriiesuo the Paying Agent, and payments
of interest shall be made, subject to such surrantiere applicable, by wire transfer at such pkaee to such account at a banking institution
in the United States as may be designated in \grttrthe Paying Agent at least ten (10) Businesss[paior to the date for payment by the
Person entitled thereto unless proper written fearisstructions have not been received by theveglerecord date, in which case such
payments shall be made by check mailed to the addrfesuch Person as such address shall appéwr Seturity Register.
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The indebtedness evidenced by this Securitp ithe extent provided in the Indenture, subatdirand junior in right of payment to the
prior payment in full of all Senior Debt, and ti$scurity is issued subject to the provisions oflttteenture with respect thereto. Each Holder
of this Security, by accepting the same, (a) agre@@sd shall be bound by such provisions, (b)@igks and directs the Trustee on his, her or
its behalf to take such actions as may be necessaypropriate to effectuate the subordinatiopre@ided and (c) appoints the Trustee his,
her or its attorney-in-fact for any and all suclipgmses. Each Holder hereof, by his, her or its ptecee hereof, waives all notice of the
acceptance of the subordination provisions contairezein and in the Indenture by each holder ofd@dédebt, whether now outstanding or
hereafter incurred, and waives reliance by each Bofder upon said provisions.

Unless the certificate of authentication harbas been executed by the Trustee by manual signaltiis Security shall not be entitled to
any benefit under the Indenture or be valid orgatlry for any purpose.

[FORM OF REVERSE OF SECURITY]

This Security is one of a duly authorized éssfisecurities of the Company (the “ Securitjeissued under the Junior Subordinated
Indenture, dated as of May 4, 2006 (the “ Indentuyrbetween the Company and Wells Fargo Bank, Na8.Trustee (in such capacity, the “
Trustee,” which term includes any successor trustee unddntlenture), to which Indenture and all indentusegplemental thereto referer
is hereby made for a statement of the respectifas; limitations of rights, duties and immunittesreunder of the Company, the Trustee, the
Holders of the Securities and the holders of SebDatt, and of the terms upon which the Securittesand are to be, authenticated and
delivered. All terms used in this Security that dedined in the Indenture shall have the meanisggaed to them in the Indenture.

The Company may, on any Interest Payment @aiés option, upon not less than thirty (30) days more than sixty (60) days’ written
notice to the Holders of the Securities (unleskater notice period shall be satisfactory to tinestee) on or after June 30, 2011 and subject
to the terms and conditions of Article XI of thedemture, redeem this Security in whole at any tmia part from time to time at a
Redemption Price equal to one hundred percent (J@®%e principal amount hereof, together, inthse of any such redemption, with
accrued interest, including any Additional Interéstbut excluding the date fixed as the Redemiiate.

In addition, prior to June 30, 2011, upondleeurrence and during the continuation of a Sp&tiaht, the Company may, at its option,
upon not less than thirty (30) days’ nor more thity (60) days’ written notice to the Holders bétSecurities (unless a shorter notice period
shall be satisfactory to the Trustee), redeemSkuurity, in whole but not in part and subjectte terms and conditions of Article Xl of the
Indenture, at a Redemption Price equal to one laghsieven and one-half percent (107.5%) of the ipahamount hereof, together, in the
case of any such redemption, with accrued inteirestyding any Additional Interest, to but excludithe date fixed as the Redemption Date.

Further, the Company shall, upon receipt @hange-in-Control Election after June 30, 2011eead the Securities in whole on a date no
more than thirty (30) days after receipt of the
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Change-in-Control Election, at a Redemption Priupgatto one hundred percent (100%) of the princmabunt thereof, together, in the case
of any such redemption, with accrued and unpaet@st, including any Additional Interest, to butkxling the date fixed as the Redemption
Date.

In the event of redemption of this Securityart only, a new Security or Securities for theaaleemed portion hereof will be issued in the
name of the Holder hereof upon the cancellatioedfeilf less than all the Securities are to be eetled, the particular Securities to be
redeemed shall be selected not more than sixtyd&@ prior to the Redemption Date by the Trustem the Outstanding Securities not
previously called for redemption, by such methothasTrustee shall deem fair and appropriate aridhwiay provide for the selection for
redemption of a portion of the principal amountaf/ Security.

The Indenture permits, with certain exceptiagsherein provided, the Company and the Trugtamyatime to enter into a supplemental
indenture or indentures for the purpose of moddyimany manner the rights and obligations of thenfany and of the Holders of the
Securities, with the consent of the Holders oflase$ than a majority in principal amount of the €bamding Securities. The Indenture also
contains provisions permitting Holders of speciffetcentages in principal amount of the Securitbeshehalf of the Holders of all Securities,
to waive compliance by the Company with certainvigions of the Indenture and certain past defauiter the Indenture and their
consequences. Any such consent or waiver by thdddaif this Security shall be conclusive and bigdipon such Holder and upon all future
Holders of this Security and of any Security issupdn the registration of transfer hereof or intege herefor or in lieu hereof, whether or
not notation of such consent or waiver is made thanSecurity.

No reference herein to the Indenture and owipion of this Security or of the Indenture staier or impair the obligation of the
Company, which is absolute and unconditional, ptha principal of and any premium, if any, ancenetst, including any Additional Interest
(to the extent legally enforceable), on this Seguat the times, place and rate, and in the coicuorency, herein prescribed.

As provided in the Indenture and subject tdaie limitations therein set forth, the transfétids Security is restricted to transfers to
“Qualified Purchasers” (as such term is definethinInvestment Company Act of 1940, as amended)saragjistrable in the Securities
Register, upon surrender of this Security for negi®n of transfer at the office or agency of @@mpany maintained for such purpose, duly
endorsed by, or accompanied by a written instruroétransfer in form satisfactory to the Company #me Securities Registrar and duly
executed by, the Holder hereof or such Holglattorney duly authorized in writing, and thereupoe or more new Securities, of like teno
authorized denominations and for the same aggrggeteipal amount, will be issued to the designatadsferee or transferees.

The Securities are issuable only in registéoeh without coupons in minimum denominations @08,000 and any integral multiple of
$1,000 in excess thereof. As provided in the Indenand subject to certain limitations thereinfegh, Securities are exchangeable for a like
aggregate principal amount of Securities and & ténor of a different authorized denominatioremgiested by the Holder surrendering the
same.
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No service charge shall be made for any segtstration of transfer or exchange, but the Compaay require payment of a sum suffici
to cover any tax or other governmental charge payialconnection therewith.

The Company, the Trustee and any agent o€tmpany or the Trustee may treat the Person in vhame this Security is registered as
the owner hereof for all purposes, whether or hist $ecurity be overdue, and neither the CompdugyTtustee nor any such agent shall be
affected by notice to the contrary.

The Company and, by its acceptance of thisu@gor a beneficial interest herein, the Holdéramd any Person that acquires a beneficial
interest in, this Security agree that, for UnitedtSs federal, state and local tax purposesjntémnded that this Security constitute
indebtedness.

This Security shall be construed and enforced in @ordance with and governed by the laws of the Statef New York without
reference to its conflict of laws provisions (othethan Section 5-1401 of the General Obligations Law

IN WITNESS WHEREOF, the Company has causeditfstrument to be duly executed on {D#a\Y] day of[MONTH], [YEAR].

COMSTOCK HOMEBUILDING
COMPANIES, INC.

By:
Name
Title:

Section 2.2 Restrictive Legend

(a) Any Security issued hereunder shall bdageand in substantially the following form:

[IF THIS SECURITY IS A GLOBAL SECURITY INSERT: “THIS SECURITY IS A GLOBAL SECURITY WITHIN THE
MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AN D IS REGISTERED IN THE NAME OF THE
DEPOSITORY TRUST COMPANY (“DTC ") OR A NOMINEE OF DTC. THIS SECURITY IS EXCHANGEAB LE FOR
SECURITIES REGISTERED IN THE NAME OF A PERSON OTHER THAN DTC OR ITS NOMINEE ONLY IN THE
LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE, A ND NO TRANSFER OF THIS SECURITY (OTHER
THAN A TRANSFER OF THIS SECURITY AS A WHOLE BY DTC TO A NOMINEE OF DTC OR BY A
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NOMINEE OF DTC TO DTC OR ANOTHER NOMINEE OF DTC) MA Y BE REGISTERED EXCEPT IN LIMITED
CIRCUMSTANCES.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF DTC TO THE ISSUER OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAY MENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTH ER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC (AND ANY PAYMENT HEREON IS MA DE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON | S WRONGFUL INASMUCH AS THE REGISTERED
OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]

THE SECURITIES REPRESENTED BY THIS CERTIFICATE WERIRIGINALLY ISSUED IN A TRANSACTION EXEMPT
FROM REGISTRATION UNDER THE SECURITIES ACT OF 19385 AMENDED (THE “ SECURITIES ACT), AND SUCH
SECURITIES, AND ANY INTEREST THEREIN, MAY NOT BE OFERED, SOLD OR OTHERWISE TRANSFERRED IN THE
ABSENCE OF SUCH REGISTRATION OR AN APPLICABLE EXEMFON THEREFROM. EACH PURCHASER OF ANY
SECURITIES IS HEREBY NOTIFIED THAT THE SELLER OF HISECURITIES MAY BE RELYING ON THE EXEMPTION
FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIEST PROVIDED BY RULE 144A UNDER THE SECURITIES
ACT.

THE HOLDER OF THE SECURITIES REPRESENTED BY THISRBFICATE AGREES FOR THE BENEFIT OF THE COMPAN
THAT (A) SUCH SECURITIES MAY BE OFFERED, RESOLD OBRTHERWISE TRANSFERRED ONLY (I) TO THE COMPANY
OR (I) TO A PERSON WHOM THE SELLER REASONABLY BEENES IS A “QUALIFIED PURCHASER” (AS DEFINED IN
SECTION 2(a)(51) OF THE INVESTMENT COMPANY ACT OR40, AS AMENDED), AND (B) THE HOLDER WILL NOTIFY
ANY PURCHASER OF ANY SECURITIES FROM IT OF THE RESE RESTRICTIONS REFERRED TO IN (A) ABOVE.

THE SECURITIES WILL BE ISSUED AND MAY BE TRANSFERREONLY IN BLOCKS HAVING AN AGGREGATE
PRINCIPAL AMOUNT OF NOT LESS THAN $100,000. TO THRILLEST EXTENT PERMITTED BY LAW, ANY ATTEMPTED
TRANSFER OF SECURITIES, OR ANY INTEREST THEREIN, NBLOCK HAVING AN AGGREGATE PRINCIPAL AMOUNT
OF LESS THAN $100,000 AND MULTIPLES OF $1,000 IN EESS THEREOF SHALL BE DEEMED TO BE VOID AND OF NO
LEGAL EFFECT WHATSOEVER. TO THE FULLEST EXTENT PERMIED BY LAW, ANY SUCH PURPORTED TRANSFEREE
SHALL BE DEEMED NOT TO BE THE HOLDER OF SUCH SECURES FOR ANY PURPOSE, INCLUDING, BUT NOT
LIMITED TO, THE RECEIPT OF PRINCIPAL OF OR INTERESJIN SUCH SECURITIES, OR ANY INTEREST THEREIN, AND
SUCH
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PURPORTED TRANSFEREE SHALL BE DEEMED TO HAVE NO IEREST WHATSOEVER IN SUCH SECURITIES.

THE HOLDER OF THIS SECURITY, OR ANY INTEREST THERK] BY ITS ACCEPTANCE HEREOF OR THEREOF ALSO
AGREES, REPRESENTS AND WARRANTS THAT IT IS NOT ANPLOYEE BENEFIT PLAN, INDIVIDUAL RETIREMENT
ACCOUNT OR OTHER PLAN OR ARRANGEMENT SUBJECT TO TE | OF THE EMPLOYEE RETIREMENT INCOME
SECURITY ACT OF 1974, AS AMENDED (* ERISA), OR SECTION 4975 OF THE INTERNAL REVENUE CODERJ1986, AS
AMENDED (THE “ CODE") OR SIMILAR LAW (EACH A “ PLAN "). OR AN ENTITY WHOSE UNDERLYING ASSETS
INCLUDE “ PLAN ASSETS” BY REASON OF ANY PLAN'S INVESTMENT IN THE ENTITY , AND NO PERSON INVESTING “
PLAN ASSETS’ OF ANY PLAN MAY ACQUIRE OR HOLD THIS SECURITY ORANY INTEREST THEREIN. ANY
PURCHASER OR HOLDER OF THE SECURITIES OR ANY INTERE THEREIN WILL BE DEEMED TO HAVE REPRESENTED
BY ITS PURCHASE AND HOLDING THEREOF THAT IT IS NOAN EMPLOYEE BENEFIT PLAN WITHIN THE MEANING OF
SECTION 3(3) OF ERISA, OR A PLAN TO WHICH SECTION45 OF THE CODE IS APPLICABLE, A TRUSTEE OR OTHER
PERSON ACTING ON BEHALF OF AN EMPLOYEE BENEFIT PLANR PLAN, OR ANY OTHER PERSON OR ENTITY USING
THE ASSETS OF ANY EMPLOYEE BENEFIT PLAN OR PLAN TEINANCE SUCH PURCHASE.”

(b) The above legends shall not be removeu fiay Security unless there is delivered to the @y satisfactory evidence, which may

include an Opinion of Counsel, as may be reason&gjyired to ensure that any future transfers tifarmy be made without restriction uni

or violation of the provisions of the SecuritiestAand other applicable law. Upon provision of sealisfactory evidence, the Company shall
execute and deliver to the Trustee, and the Tristal deliver, upon receipt of a Company Ordeeding it to do so, a Security that does not
bear the legend.

Section 2.3 Form of TrusteeCertificate of Authentication

The Trustee’s certificate of authenticatioalshe in substantially the following form:
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This is one of the Securities referred tahi@ within-mentioned Indenture.
Dated:

WELLS FARGO BANK, N.A., not in its individug
capacity, but solely as Trust

By:
Name:
Title:

Section 2.4 Temporary Securities

(a) Pending the preparation of definitive S#&ms, the Company may execute, and upon Compadgr@he Trustee shall authenticate and
deliver, temporary Securities that are printethdgraphed, typewritten, mimeographed or otherwisdyced, in any denomination,
substantially of the tenor of the definitive Setigs in lieu of which they are issued and with sappropriate insertions, omissions,
substitutions and other variations as the offiexecuting such Securities may determine, as evatkthyg their execution of such Securities.

(b) If temporary Securities are issued, thenBany will cause definitive Securities to be pregawithout unreasonable delay. After the
preparation of definitive Securities, the tempor&@gcurities shall be exchangeable for definitiveusiies upon surrender of the temporary
Securities at the office or agency of the Compaasighated for that purpose without charge to thielétoUpon surrender for cancellation of
any one or more temporary Securities, the Comphalf sxecute and the Trustee shall authenticatedalder in exchange therefor one or
more definitive Securities of any authorized denmatibns having the same Original Issue Date an&tdaturity and having the same
terms as such temporary Securities. Until so exgbdnthe temporary Securities shall in all respketentitled to the same benefits under this
Indenture as definitive Securities.

Section 2.5 Definitive Securities

The Securities issued on the Original IssugeBhall be in definitive form. The definitive Seities shall be printed, lithographed or
engraved, or produced by any combination of thesthads, if required by any securities exchange biciwthe Securities may be listed, on a
steel engraved border or steel engraved bordersagbe produced in any other manner permitted &yutes of any securities exchange on
which the Securities may be listed, all as deteeahiby the officers executing such Securities, édeeced by their execution of such
Securities.
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ARTICLE Il
THE SECURITIES

Section 3.1 Payment of Principal and Interest

(a) The unpaid principal amount of the Se@sithall bear interest at a fixed rate equal 7@%. per annum through the Interest Payment
Date in June 2011 and thereafter at a variableagtal to LIBOR plus 4.20% per annum until paidioly provided for, such interest to
accrue from and including the Original Issue Datér@m and including the most recent Interest Paynimte to which interest has been paid
or duly provided for to but excluding the succegdinterest Payment Date, and any overdue pringgamium, if any, and any overdue
installment of interest shall bear Additional Irgst at the rate equal to a fixed rate equal to%.&r annum through the Interest Payment
Date in June 2011 and thereafter at a variable r@$et quarterly, equal to LIBOR plus 4.20% peruan (to the extent that the payment of
such interest shall be legally enforceable), compled quarterly from and including the dates suchuats are due to but excluding the dates
such amounts are paid or funds for the paymentetiiere made available for payment.

(b) Interest and Additional Interest on ang8éy that is payable, and is punctually paid olycprovided for, on any Interest Payment
Date shall be paid to the Person in whose nameSenairity (or one or more Predecessor Securiaggistered at the close of business on
the Regular Record Date for such interest, exdggttibterest and any Additional Interest payabl¢henStated Maturity (or any date of
principal repayment upon early maturity) of thenpipal of a Security or on a Redemption Date dbalpaid to the Person to whom principal
is paid. The initial payment of interest on any 8éyg that is issued between a Regular Record Batkthe related Interest Payment Date
be payable as provided in such Security.

(c) Any interest on any Security that is dud @ayable, but is not timely paid or duly provided on any Interest Payment Date for
Securities (herein called “ Defaulted Inter§sshall forthwith cease to be payable to the registétolder on the relevant Regular Record |
by virtue of having been such Holder, and such Dlefd Interest may be paid by the Company, ati@sti®n in each case, as provided in
paragraph (i) or (ii) below:

(i) The Company may elect to make paymenngfefaulted Interest to the Persons in whose ndheeSecurities (or their respective
Predecessor Securities) are registered at the ofdagsiness on a Special Record Date for the payofesuch Defaulted Interest (a “
Special Record Dat8, which shall be fixed in the following mannert keast thirty (30) days prior to the date of thegmsed payment,
the Company shall notify the Trustee in writingtloé amount of Defaulted Interest proposed to be paieach Security and the date of
the proposed payment, and at the same time the &uonghall deposit with the Trustee an amount ofeyajual to the aggregate
amount proposed to be paid in respect of such Methinterest or shall make arrangements satigfattothe Trustee for such deposit
prior to the date of the proposed payment, sucheyarhen deposited to be held in trust for the hienéthe Persons entitled to such
Defaulted Interest. Thereupon the Trustee shal f8pecial Record Date for the payment of such ubtefd Interest, which shall be not
more than fifteen (15) days
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and not less than ten (10) days prior to the ditieeoproposed payment and not less than ten @ dfter the receipt by the Trustee of
the notice of the proposed payment. The Trustek gtoenptly notify the Company of such Special RetBate and, in the name and at
the expense of the Company, shall cause notideegbtoposed payment of such Defaulted Interesttan@pecial Record Date therefo
be mailed, first class, postage prepaid, to eadddd@f a Security at the address of such Holdér @spears in the Securities Register
less than ten (10) days prior to such Special ReDaite. Notice of the proposed payment of such Wefd Interest and the Special
Record Date therefor having been so mailed, sud¢aulied Interest shall be paid to the Persons insgmames the Securities (or their
respective Predecessor Securities) are registeredah Special Record Date; or

(i) The Company may make payment of any Didalinterest in any other lawful manner not indetesit with the requirements of
any securities exchange or automated quotatioersysh which the Securities may be listed, tradeguoted and, upon such notice as
may be required by such exchange or automated tiprosystem (or by the Trustee if the Securitiesreot listed), if, after notice given
by the Company to the Trustee of the proposed paymesuant to this clause, such payment shalbleengd practicable by the Trustee.

(d) Payments of interest on the Securitied sidude interest accrued to but excluding thepetive Interest Payment Dates. During the
Fixed Rate Period, the amount of interest payadl@iiy interest period shall be computed on théslmds three hundred sixty (360)-day year
of twelve (12) thirty (30)-day months and the anmtgoeyable for any partial period shall be compuiedhe basis of the actual number of
days elapsed in a three hundred sixty (360)-day ge@velve (12) thirty (30)-day months. Upon extion of the Fixed Rate Period, the
amount of interest payable for any interest peviitlbe computed on the basis of a three hundrety $860)-day year and the actual number
of days elapsed in the relevant interest period.

(e) Payment of principal of, premium, if aayd interest on the Securities shall be made ih saim or currency of the United States of
America as at the time of payment is legal tendepayment of public and private debts. Paymenfziotipal, premium, if any, and interest
due at the Maturity of such Securities shall be enaicthe Place of Payment upon surrender of suctriies to the Paying Agent and
payments of interest shall be made, subject to suntender where applicable, by wire transfer ahquace and to such account at a banking
institution in the United States as may be desgphat writing to the Paying Agent at least ten (BOsiness Days prior to the date for
payment by the Person entitled thereto unless prupten transfer instructions have not been neegtiby the relevant record date, in which
case such payments shall be made by check maitbe eddress of such Person as such address jgpe#iran the Security Register.

() The parties hereto acknowledge and adratethe Holders have certain rights to direct tbenBany to modify the Interest Payment
Dates and corresponding Redemption Date and Stédéatity of the Securities or a portion of the Seibes pursuant to the Purchase
Agreement. In the event any such modificationsnaaee to the Securities or a portion of the Seasiitappropriate changes to the form of
Security set forth in Article Ihereof shall be made
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prior to the issuance and authentication of nevepltacement Securities. Any such modification &f ihterest Payment Dates and
corresponding Redemption Date and Stated Matuiiity gspect to any Securities or tranche of Seiegrithall not require or be subject to
consent of the Trustee.

(g) Subject to the foregoing provisions oftBiection 3.1 each Security delivered under this Indenture upamsfer of or in exchange for
or in lieu of any other Security shall carry thghtis to interest accrued and unpaid, and to actirtaewere carried by such other Security.

Section 3.2 Denominations

The Securities shall be in registered fornhwaitt coupons and shall be issuable in minimum démetions of $100,000 and any integral
multiple of $1,000 in excess thereof.

Section 3.3 Execution, Authentication, Delivand Dating

(a) At any time and from time to time aftee taxecution and delivery of this Indenture, the @any may deliver Securities in an aggre:
principal amount (including all then Outstanding@gies) not in excess of Thirty Million Dollar§$30,000,000) executed by the Company to
the Trustee for authentication, together with a @any Order for the authentication and deliverywaftsSecurities, and the Trustee in
accordance with the Company Order shall autheeti@atl deliver such Securities. In authenticatirgh ssecurities, and accepting the
additional responsibilities under this Indentureehation to such Securities, the Trustee sha#ttéled to receive, and shall be fully protected
in relying upon:

(i) a copy of any Board Resolution relatingréto; and

(i) an Opinion of Counsel stating that: (liph Securities, when authenticated and deliveretthéy rustee and issued by the Company
in the manner and subject to any conditions spetifi such Opinion of Counsel, will constitute, @hd Indenture constitutes, valid and
legally binding obligations of the Company, eacfoereable in accordance with its terms, subjedtaiokruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similavdaf general applicability relating to or affe@ioreditors’ rights and to general equity
principles; (2) the Securities have been duly autled and executed by the Company and have beamrdsl to the Trustee for
authentication in accordance with this Indentudgtlie Securities are not required to be registaretkr the Securities Act; and (4) the
Indenture is not required to be qualified underThest Indenture Act.

(b) The Securities shall be executed on baidfdatie Company by its Chairman of the Board, itseVChairman of the Board, its Chief
Executive Officer, its President or one of its VReesidents. The signature of any of these offioarthe Securities may be manual or
facsimile. Securities bearing the manual or fadsimignatures of individuals who were at any titme proper officers of the Company shall
bind the Company, notwithstanding that such indigid or any of them have ceased to hold such afficer to the authentication and
delivery of such Securities or did not hold sucfices at the date of such Securities.
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(c) No Security shall be entitled to any bénafider this Indenture or be valid or obligatooy &ny purpose, unless there appears on such
Security a certificate of authentication substdiytia the form provided for herein executed by fheistee by the manual signature of one of
its authorized signatories, and such certificatenugny Security shall be conclusive evidence, hednly evidence, that such Security has
been duly authenticated and delivered hereundawilhstanding the foregoing, if any Security shele been authenticated and delivered
hereunder but never issued and sold by the Compaaythe Company shall have delivered such Seduoritye Trustee for cancellation as
provided in_Section 3.8for all purposes of this Indenture such Secugiitgll be deemed never to have been authenticatededinered
hereunder and shall never be entitled to the bisneffithis Indenture.

(d) Each Security shall be dated the datésaduthentication.
Section 3.4 Global Securities

(a) Upon the election of the Holder after (aindhe case of the Purchase, prior to) the Oaidissue Date, which election need not be in
writing, the Securities owned by such Holder shalissued in the form of one or more Global Seiesritegistered in the name of the
Depositary or its nominee. Each Global Securityéssunder this Indenture shall be registered imdme of the Depositary designated by the
Company for such Global Security or a nominee thfemad delivered to such Depositary or a nomineesthf or custodian therefor (which
may be the Trustee), and each such Global Sealvéitly constitute a single Security for all purposgthis Indenture.

(b) Notwithstanding any other provision ingtidenture, no Global Security may be exchangechiole or in part for registered
Securities, and no transfer of a Global Securitylile or in part may be registered, in the namangfPerson other than the Depositary for
such Global Security or a nominee thereof unlgssu@h Depositary advises the Trustee and the Caoyripawriting that such Depositary is
no longer willing or able to properly discharger#gsponsibilities as Depositary with respect tchsBtobal Security, and no qualified
successor is appointed by the Company within ni(@@y days of receipt by the Company of such notigesuch Depositary ceases to be a
clearing agency registered under the Exchange Adtha successor is appointed by the Company witimiety (90) days after obtaining
knowledge of such event, (iii) the Company execates delivers to the Trustee a Company Order stditiat the Company elects to termin
the book-entry system through the Depositary grdivEvent of Default shall have occurred and brisaing. Upon the occurrence of any
event specified in clause (i), (ii), (iii) or (igbove in this Section 3.4(bjhe Trustee shall notify the Depositary and unstthe Depositary to
notify all owners of beneficial interests in suctol&l Security of the occurrence of such eventaitie availability of Securities to such
owners of beneficial interests requesting the sarhe.Trustee may conclusively rely, and be proteataelying, upon the written
identification of the owners of beneficial inteietirnished by the Depositary, and shall not bagdidior any delay resulting from a delay by
the Depositary. Upon the issuance of such Secsidinel the registration in the Securities Registsuoh Securities in the names of the
Holders of the beneficial interests therein, thastees shall recognize such holders of benefisiatésts as Holders.
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(c) If any Global Security is to be exchandgmdother Securities or canceled in part, or iftheo Security is to be exchanged in whole or in
part for a beneficial interest in any Global Setyythen either (i) such Global Security shall besarrendered for exchange or cancellation as
provided in this Article Illor (ii) the principal amount thereof shall be regdior increased by an amount equal to (x) the gottiereof to be
so exchanged or canceled or (y) the principal armolisuch other Security to be so exchanged fareeficial interest therein, as the case
be, by means of an appropriate adjustment madeeoretords of the Securities Registrar, whereupetustee, in accordance with the
Applicable Depositary Procedures, shall instruetBrepositary or its authorized representative tkeneacorresponding adjustment to its
records. Upon any such surrender or adjustmentGibbal Security by the Depositary, accompanieddgystration instructions, the Compse
shall execute and the Trustee shall authenticatalaliver any Securities issuable in exchangedohsslobal Security (or any portion
thereof) in accordance with the instructions of Erepositary. The Trustee shall not be liable for delay in delivery of such instructions and
may conclusively rely on, and shall be fully prd&tin relying on, such instructions.

(d) Every Security authenticated and delivarpdn registration of transfer of, or in exchangedr in lieu of, a Global Security or any
portion thereof shall be authenticated and delivémethe form of, and shall be, a Global Secutityiess such Security is registered in the
name of a Person other than the Depositary for &lchal Security or a nominee thereof.

(e) The Depositary or its nominee, as thesteged owner of a Global Security, shall be theddobf such Global Security for all purposes
under this Indenture and the Securities, and owofdogneficial interests in a Global Security stmalld such interests pursuant to the
Applicable Depositary Procedures. Accordingly, angh owner’s beneficial interest in a Global Sdgwshall be shown only on, and the
transfer of such interest shall be effected ontgulh, records maintained by the Depositary onasiinee or its Depositary Participants. The
Securities Registrar and the Trustee shall beledtiv deal with the Depositary for all purposeshid Indenture relating to a Global Security
(including the payment of principal and interegtrfion and the giving of instructions or directiblysowners of beneficial interests therein
the giving of notices) as the sole Holder of theu8ity and shall have no obligations to the owrtdriseneficial interests therein. Neither the
Trustee nor the Securities Registrar shall haveliahility in respect of any transfers effectedthg Depositary.

(f) The rights of owners of beneficial inteied a Global Security shall be exercised onlptigh the Depositary and shall be limited to
those established by law and agreements betwedrosuters and the Depositary and/or its Depositaryi¢ipants.

(9) No holder of any beneficial interest iryablobal Security held on its behalf by a Depoyitsitall have any rights under this Indenture
with respect to such Global Security, and such B&ay may be treated by the Company, the Trusideaay agent of the Company or the
Trustee as the owner of such Global Security fop@lposes whatsoever. None of the Company, thet@&eunor any agent of the Company or
the Trustee will have any responsibility or liatyilfor any aspect of the records relating to orpagts made on account of beneficial
ownership interests of a Global Security or maiitey, supervising or reviewing any records relatmguch beneficial ownership interests.
Notwithstanding the foregoing, nothing herein sipadivent the Company, the Trustee or any agetteo€ompany or the Trustee from givi
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effect to any written certification, proxy or otheuthorization furnished by a Depositary or impag between a Depositary and such holders
of beneficial interests, the operation of custonmagctices governing the exercise of the rightthefDepositary (or its nominee) as Holder of
any Security.

Section 3.5 Reqistration, Transfer and Excka@gnerally.

(a) The Trustee shall cause to be kept aCtrporate Trust Office a register (the “ SecurifRegjister’) in which the registrar and transfer
agent with respect to the Securities (the “ SelesriRegistrat’), subject to such reasonable regulations as jt pnascribe, shall provide for
the registration of Securities and of transfers exchanges of Securities. The Trustee shall dinadls also be the Securities Registrar. The
provisions of Article Vishall apply to the Trustee in its role as SecigiReqgistrar.

(b) Subject to compliance with Section 2.2(bpon surrender for registration of transfer of Security at the offices or agencies of the
Company designated for that purpose the Comparlyestexute, and the Trustee shall authenticatedafider, in the name of the designated
transferee or transferees, one or more new Sexzudfiany authorized denominations of like tenat aggregate principal amount.

(c) At the option of the Holder, Securitiesynrre exchanged for other Securities of any autkdrdenominations, of like tenor and
aggregate principal amount, upon surrender of #wifties to be exchanged at such office or agantenever any Securities are so
surrendered for exchange, the Company shall exeantethe Trustee shall authenticate and delilierSecurities that the Holder making the
exchange is entitled to receive.

(d) All Securities issued upon any transfeexchange of Securities shall be the valid oblagatiof the Company, evidencing the same
debt, and entitled to the same benefits undenidisnture, as the Securities surrendered upontsamcsfer or exchange.

(e) Every Security presented or surrenderettdmsfer or exchange shall be duly endorsede@dzompanied by a written instrument of
transfer in form satisfactory to the Company arelSecurities Registrar, duly executed by the Hdldereof or such Holder’s attorney duly
authorized in writing.

(f) No service charge shall be made to a Hdloieany transfer or exchange of Securities, hat€ompany may require payment of a sum
sufficient to cover any tax or other governmentarge that may be imposed in connection with asystier or exchange of Securities.

(g) Neither the Company nor the Trustee dballequired pursuant to the provisions of this i8a8@.5:(i) to issue, register the transfer of
or exchange any Security during a period beginairthhe opening of business fifteen (15) days betoeeday of selection for redemption of
Securities pursuant to Article Xnd ending at the close of business on the dayadimm of the notice of redemption or (ii) to reggisthe
transfer of or exchange any Security so selectetefiemption in whole or in part, except, in theecaf any such Security to be redeemed in
part, any portion thereof not to be redeemed.
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(h) The Company shall designate an officeffices or agency or agencies where Securities neagubrendered for registration or transfer
or exchange. The Company initially designates tbgp@rate Trust Office as its office and agencysfach purposes. The Company shall give
prompt written notice to the Trustee and to thedddd of any change in the location of any suclceféir agency.

(i) The Securities may only be transferred tQualified Purchaserds such term is defined in Section 2(a)(51) ofitivestment Compar
Act.

() Neither the Trustee nor the Securities iBtegr shall be responsible for ascertaining whedmy transfer hereunder complies with the
registration provisions of or any exemptions frdra Securities Act, applicable state securities lamthe applicable laws of any other
jurisdiction, ERISA, the Code or the Investment @amy Act;provided, that if a certificate is specifically required the express terms of
this Section 3.%0 be delivered to the Trustee or the SecuritiggifR@r by a Holder or transferee of a Securitg, Thustee and the Securities
Registrar shall be under a duty to receive and é@athe same to determine whether or not the matd substantially conforms on its face to
the requirements of this Indenture and shall prompitify the party delivering the same if suchtdarate does not comply with such terms.

Section 3.6 Mutilated, Destroyed, Lost and Stolenusities.

(a) If any mutilated Security is surrenderedhte Trustee together with such security or indgmas may be required by the Company or
the Trustee to save each of them harmless, the @oyrghall execute and upon receipt thereof thet@eushall authenticate and deliver in
exchange therefor a new Security of like tenor aggregate principal amount and bearing a numbecordemporaneously outstanding.

(b) If there shall be delivered to the Trugti¢evidence to its satisfaction of the destructimss or theft of any Security and (ii) such
security or indemnity as may be required by itaeeseach of the Company and the Trustee harmkess, in the absence of notice to the
Company or the Trustee that such Security has aegunired by dona fidepurchaser, the Company shall execute and uporriitemwrequest
the Trustee shall authenticate and deliver, inditany such destroyed, lost or stolen Securityewa Security of like tenor and aggregate
principal amount as such destroyed, lost or st8kecurity, and bearing a number not contemporangousstanding.

(c) If any such mutilated, destroyed, losstmien Security has become or is about to becoreeadd payable, the Company in its discre
may, instead of issuing a new Security, pay suciu@y.

(d) Upon the issuance of any new Security utttde Section 3.6 the Company may require the payment of a sunicgesft to cover any
tax or other governmental charge that may be ingboseelation thereto and any other expenses (iietuthe fees and expenses of the
Trustee) connected therewith.

(e) Every new Security issued pursuant to $listion 3.6n lieu of any mutilated, destroyed, lost or stofecurity shall constitute an
original additional contractual obligation of
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the Company, whether or not the mutilated, destiplgst or stolen Security shall be at any timeoet#able by anyone, and shall be entitled
to all the benefits of this Indenture equally amdpwrtionately with any and all other Securitie$ydasued hereunder.

(f) The provisions of this Section 3ae exclusive and shall preclude (to the extenfuBwall other rights and remedies with respectite
replacement or payment of mutilated, destroyed,dostolen Securitie:

Section 3.7 Persons Deemed Owners

The Company, the Trustee and any agent o€tmpany or the Trustee shall treat the Person wse/imame any Security is registered as
the owner of such Security for the purpose of rengipayment of principal of and any interest onts&ecurity and for all other purposes
whatsoever, and neither the Company, the Trusteampagent of the Company or the Trustee shadiffeeted by notice to the contrary.

Section 3.8 Cancellation

All Securities surrendered for payment, redgéomp transfer or exchange shall, if surrenderedny Person other than the Trustee, be
delivered to the Trustee, and any such SecuritidsSecurities surrendered directly to the Trusbeafy such purpose shall be promptly
canceled by it. The Company may at any time deliwéhe Trustee for cancellation any Securitievipresly authenticated and delivered
hereunder that the Company may have acquired imamner whatsoever, and all Securities so delivehedl be promptly canceled by the
Trustee. No Securities shall be authenticatedein dif or in exchange for any Securities cancelgut@agided in this Section 3.8xcept as
expressly permitted by this Indenture. All cancedatturities shall be retained or disposed of byTtlustee in accordance with its customary
practices and the Trustee shall deliver to the Gompa certificate of such disposition.

Section 3.9 Agreed Tax Treatment

Each Security issued hereunder shall providethe Company and, by its acceptance or acanisiti a Security or a beneficial interest
therein, the Holder of, and any Person that acquirdirect or indirect beneficial interest in, s@&#curity, intend and agree to treat such
Security as indebtedness of the Company for UrStates federal, state and local tax purposes. fichvéspons of this Indenture shall be
interpreted to further this intention and agreenoérthe parties.

Section 3.10 CUSIP Numbers

The Company in issuing the Securities may‘Q&¢SIP” numbers (if then generally in use), andsaf the Trustee shall use “CUSIP”
numbers in notices of redemption and other sinaitanelated materials as a convenience to Holdeowighed, that any such notice or other
materials may state that no representation is raade the correctness of such numbers either aegron the Securities or as contained in
any notice of redemption or other materials and risigance may be placed only on the other idergtion numbers printed on the Securities,
and any such redemption shall not be affected lpydafect in or omission of such numbers.
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ARTICLE IV
SATISFACTION AND DISCHARGE

Section 4.1 Satisfaction and Discharge of frgies.

This Indenture shall, upon Company Requests&¢o be of further effect (except as to any sungirights of registration of transfer or
exchange of Securities herein expressly providearid as otherwise provided in this Section)4ahd the Trustee, on written demand of and
at the expense of the Company, shall execute piogguments acknowledging satisfaction and disphaf this Indenture, when

(a) either

(i) all Securities theretofore authenticated delivered (other than (A) Securities that hagerbmutilated, destroyed, lost or stolen
that have been replaced or paid as provided inde8t6and (B) Securities for whose payment money hatbfare been deposited in
trust or segregated and held in trust by the Compad thereafter repaid to the Company or disclibfigen such trust as provided in
Section 10.9 have been delivered to the Trustee for cancetiatr

(i) all such Securities not theretofore delied to the Trustee for cancellation
(A) have become due and payable; or
(B) will become due and payable at their Stafiaturity within one (1) year of the date of dejyosr

(C) are to be called for redemption within ¢heyear under arrangements satisfactory to tust&e for the giving of notice of
redemption by the Trustee in the name, and atitperese, of the Company;

and the Company, in the case of subclause (iiY@))or (C) above, has deposited or caused to bediejal with the Trustee as trust funds
in trust for such purpose (x) an amount in theaney or currencies in which the Securities are pleydy) Government Obligations
which through the scheduled payment of principal iaterest in respect thereof in accordance wigir terms will provide, not later than
the due date of any payment, money in an amoufz#) @ combination thereof, in each case sufficienthe opinion of a nationally
recognized firm of independent public accountarfgessed in a written certification thereof delaeto the Trustee, to pay and
discharge the entire indebtedness on such Sesunitietheretofore delivered to the Trustee for ellation, for principal and any premit
and interest (including any Additional Interest}ie date of such deposit (in the case of Secsititiat have become due and payable) or
to the Stated Maturity (or any date of principgdagment upon early maturity) or Redemption Datdhascase may be;
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(b) the Company has paid or caused to bealbather sums payable hereunder by the Comparty; an

(c) the Company has delivered to the Truste®fficers’ Certificate and an Opinion of Counsathk stating that all conditions precedent
herein provided for relating to the satisfactionl aischarge of this Indenture have been compligh. wi

Notwithstanding the satisfaction and dischargensf iIndenture, the obligations of the Company ®Thustee undeSection 6.6 the
obligations of the Company to any AuthenticatingeAgunder Section 6.1dnd, if money shall have been deposited with thestee pursuant
to subclause (a)(ii) of this Section 4.the obligations of the Trustee under Sectiona#h@ Section 10.2(eshall survive.

Section 4.2 Application of Trust Money

Subject to the provisions of Section 10.2@) money deposited with the Trustee pursua@ection 4.1shall be held in trust and applied
by the Trustee, in accordance with the provisidith® Securities and this Indenture, to the paynmeatcordance with Section 3.&ither
directly or through any Paying Agent (including thempany acting as its own Paying Agent) as that€érimay determine, to the Persons
entitled thereto, of the principal and any premiamad interest (including any Additional Interest) foe payment of which such money or
obligations have been deposited with or receivethbyTrustee. Moneys held by the Trustee under3étion 4.Zhall not be subject to the
claims of holders of Senior Debt under Article XII

ARTICLE V
REMEDIES

Section 5.1 Events of Default

“Event of Default means, wherever used herein with respect to therfiies, any one of the following events (whatetrex reason for
such Event of Default and whether it shall be vtdunor involuntary or be effected by operatiorayf or pursuant to any judgment, decre
order of any court or any order, rule or regulatddmny administrative or governmental body):

(a) default in the payment of any interestrupay Security, including any Additional Interestrespect thereof, when it becomes due and
payable, and continuance of such default for sopesf thirty (30) days; or

(b) default in the payment of the principalbofany premium on any Security at its Maturity; or

(c) default in the performance, or breachamf covenant or warranty of the Company in thishtdre or the Purchase Agreement and
continuance of such default or breach for a peoiathirty (30) days after there has been giventagistered or certified mail, to the Company
by the Trustee or to the Company and the Trustabdydolders of at least twenty-
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five percent (25%) in aggregate principal amourthef Outstanding Securities a written notice syéuif such default or breach and requiring
it to be remedied and stating that such notice"iblatice of Default’ hereunder (a “Notice of Default”); providedat any default in the
performance or breach of the covenant set for®eiction 10.&hall constitute an Event of Default immediatelpnsuch default or breach
(without any obligation of the Trustee or the Hokl® deliver a Notice of Default) and the Holdshsll have the immediate right to exercise
all remedies granted to the Holders under thisnhate; or

(d) the entry by a court having jurisdictionthe premises of a decree or order adjudging tmepgany a bankrupt or insolvent, or
approving as properly filed a petition seeking gamization, arrangement, adjustment or composdfar in respect of the Company under
any applicable federal or state bankruptcy, ingatyereorganization or other similar law, or appioig a custodian, receiver, liquidator,
assignee, trustee, sequestrator or other similaialfof the Company or of any substantial paritefproperty, or ordering the winding up or
liquidation of its affairs, and the continuanceaofy such decree or order for relief or any suclerotlecree or order unstayed and in effect"
period of sixty (60) consecutive days; or

(e) the institution by the Company of proceedito be adjudicated a bankrupt or insolventherconsent by the Company to the institu
of bankruptcy or insolvency proceedings againgrithe filing by the Company of a petition or aeswr consent seeking reorganization or
relief under any applicable federal or state baptay insolvency, reorganization or other simikan| or the consent by it to the filing of such
petition or to the appointment of or taking posgesby a custodian, receiver, liquidator, assigmhestee, sequestrator or other similar offi
of the Company or of any substantial part of itsparty, or the making by it of an assignment far llenefit of creditors, or the admission by
it in writing of its inability to pay its debts gerally as they become due and its willingness tadjedicated a bankrupt or insolvent, or the
taking of corporate action by the Company in furdimee of any such action.

Section 5.2 Acceleration of Maturity; Resassand Annulment

(a) If an Event of Default occurs and is coating, then and in every such case the Trusteeedriblders of not less than twenty-five
percent (25%) in aggregate principal amount of@uéstanding Securities may declare the principalamof all the Securities to be
immediately due and payable, by a notice in writtighe Company (and to the Trustee if given bydda).

(b) At any time after such a declaration afederation with respect to Securities has been raadeébefore a judgment or decree for
payment of the money due has been obtained byrtistel as hereinafter provided in this Article tie Holders of a majority in aggregate
principal amount of the Outstanding Securitieswigten notice to the Trustee, may rescind and hsach declaration and its consequences
if:

(i) the Company has paid or deposited withTthestee a sum sufficient to pay:

(A) all overdue installments of interest ohScurities;
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(B) any accrued Additional Interest on all Géties;

(C) the principal of and any premium on ang8iies that have become due otherwise than bly daclaration of acceleration
and interest (including any Additional Interest¢tdon at the rate borne by the Securities; and

(D) all sums paid or advanced by the Truseretmder and the reasonable compensation, expeis@as;sements and advance
the Trustee and its agents and counsel; and

(ii) all Events of Default with respect to Seities, other than the non-payment of the princgiésecurities that has become due solely
by such acceleration, have been cured or waiveuimsded in_Section 5.13

No such rescission shall affect any subsequentuttefaimpair any right consequent there
Section 5.3 Collection of Indebtedness and Suit&fdorcement by Trustee

(a) The Company covenants that if:

(i) default is made in the payment of anyaiistent of interest (including any Additional Inést) on any Security when such interest
becomes due and payable and such default contiouageriod of thirty (30) days; or

(ii) default is made in the payment of thenpipal of and any premium on any Security at theuvity thereof;

the Company will, upon demand of the Trustee, pay¢ Trustee, for the benefit of the Holders afts8ecurities, the whole amount then
and payable on such Securities for principal andpgamium and interest (including any Additionaldrest) and, in addition thereto, all
amounts owing the Trustee under Section.6.6

(b) If the Company fails to pay such amoupntshiwith upon such demand, the Trustee, in its aaume and as trustee of an express trust,
may institute a judicial proceeding for the collentof the sums so due and unpaid, and may prasecgh proceeding to judgment or final
decree, and may enforce the same against the Cgropamy other obligor upon such Securities antecbthe moneys adjudged or decreed
to be payable in the manner provided by law ouhefproperty of the Company or any other obligasruthe Securities, wherever situated.

(c) If an Event of Default with respect to 88ties occurs and is continuing, the Trustee nmaiysi discretion proceed to protect and enfi
its rights and the rights of the Holders of Sedesiby such appropriate judicial proceedings adthstee shall deem most effectual to protect
and enforce any such rights, whether for the sjpeeifforcement of any covenant or agreement inltidenture or in aid of the exercise of
power granted herein, or to enforce any other prograedy.
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Section 5.4 Trustee May File Proofs of Claim

In case of any receivership, insolvency, kifgtion, bankruptcy, reorganization, arrangementisaicthent, composition or similar judicial
proceeding relative to the Company (or any othéigobupon the Securities), its property or itsditers, the Trustee shall be entitled and
empowered, by intervention in such proceeding betise, to take any and all actions authorizeéureder in order to have claims of the
Holders and the Trustee allowed in any such prdogeth particular, the Trustee shall be authoriedollect and receive any moneys or
other property payable or deliverable on any suaims and to distribute the same; and any custodéeiver, assignee, trustee, liquidator,
sequestrator or other similar official in any siathicial proceeding is hereby authorized by eacldeloto make such payments to the Trustee
and, in the event that the Trustee shall consetfiietanaking of such payments directly to the Had# first pay to the Trustee any amount
due it for the reasonable compensation, expengdrjrdements and advances of the Trustee, itssagedtcounsel, and any other amounts
owing the Trustee, any predecessor Trustee and B#rsons under Section 6.6

Section 5.5 Trustee May Enforce Claim WithBassession of Securities

All rights of action and claims under this émdure or the Securities may be prosecuted andaaddy the Trustee without the possession
of any of the Securities or the production theiiaainy proceeding relating thereto, and any suokgeding instituted by the Trustee shall be
brought in its own name as trustee of an express, tand any recovery of judgment shall, subje&rtale Xl and after provision for the
payment of all the amounts owing the Trustee, aeggcessor Trustee and other Persons under Sédiiphe for the ratable benefit of the
Holders of the Securities in respect of which sjuclyment has been recovered.

Section 5.6 Application of Money Collected

Any money or property collected or to be apglby the Trustee with respect to the Securitiesyant to this Article \shall be applied in
the following order, at the date or dates fixedtwy Trustee and, in case of the distribution ohsmoney or property on account of principal
or any premium or interest (including any Additibfrgerest), upon presentation of the Securitied thie notation thereon of the payment if
only partially paid and upon surrender thereofilfyf paid:

FIRST: To the payment of all amounts due thestee, any predecessor Trustee and other Persdas 8ection 6.6
SECOND: To the payment of all Senior Debttaf Company if and to the extent required by Artle;

THIRD: Subject to Article XI| to the payment of the amounts then due and ungsid the Securities for principal and any premamd
interest (including any Additional Interest) in pest of which or for the benefit of which such mpmas been collected, ratably, without
preference or priority of any kind, according te imounts due and payable on the Securities focipal and any premium and interest
(including any Additional Interest), respectiveind
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FOURTH: The balance, if any, to the PersoR@nsons entitled thereto pursuant to the termshere
Section 5.7 Limitation on Suits

Subject to Section 5,810 Holder of any Securities shall have any righhstitute any proceeding, judicial or otherwiggth respect to th
Indenture or for the appointment of a custodiaoeineer, assignee, trustee, liquidator, sequestfatasther similar official) or for any other
remedy hereunder, unless:

(a) such Holder has previously given writterice to the Trustee of a continuing Event of Défaith respect to the Securities;

(b) the Holders of not less than a majoritagyregate principal amount of the Outstanding Bt shall have made written request to
Trustee to institute proceedings in respect of dtx@nt of Default in its own name as Trustee hedeun

(c) such Holder or Holders have offered toThestee reasonable indemnity against the cospereses and liabilities to be incurred in
compliance with such request;

(d) the Trustee after its receipt of suchemtrequest and offer of indemnity has failed &iitnte any such proceeding for sixty (60) days;
and

(e) no direction inconsistent with such writiequest has been given to the Trustee duringsixth(60)-day period by the Holders of a
majority in aggregate principal amount of the Cansling Securities;

it being understood and intended that no one oembsuch Holders shall have any right in any mamdeatever by virtue of, or by availing
itself of, any provision of this Indenture to affedisturb or prejudice the rights of any other thok of Securities, or to obtain or to seek to
obtain priority or preference over any other offstiolders or to enforce any right under this Indest except in the manner herein provided
and for the equal and ratable benefit of all suokderrs.

Section 5.8 Unconditional Right of HoldersReceive Principal, Premium, if any, and Interest

Notwithstanding any other provision in thiglémture, the Holder of any Security shall haveritjet, which is absolute and unconditional,
to receive payment of the principal of and premiifrany, on such Security at its Maturity and payinef interest (including any Additional
Interest) on such Security when due and payabldaaimtitute suit for the enforcement of any spalyment, and such right shall not be
impaired without the consent of such Holder.

Section 5.9 Restoration of Rights and Remedies

If the Trustee or any Holder has institutegl proceeding to enforce any right or remedy unller lindenture and such proceeding has beer
discontinued or abandoned for any reason, or hais determined adversely to the Trustee or suchétioliden and in every such case the
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Company, the Trustee and such Holder shall, suljeanty determination in such proceeding, be redtseverally and respectively to their
former positions hereunder, and thereafter alltsgimd remedies of the Trustee and such Holder abhatinue as though no such proceeding
had been instituted.

Section 5.10 Rights and Remedies Cumulative

Except as otherwise provided in Section 3.6(f) right or remedy herein conferred upon or nesgto the Trustee or the Holders is
intended to be exclusive of any other right or rdyn@nd every right and remedy shall, to the expenmitted by law, be cumulative and in
addition to every other right and remedy given beder or now or hereafter existing at law or iniggar otherwise. The assertion or
employment of any right or remedy hereunder, oentlise, shall not prevent the concurrent assedie@mployment of any other appropriate
right or remedy.

Section 5.11 Delay or Omission Not Waiver

No delay or omission of the Trustee or anydéolof any Securities to exercise any right or réyreccruing upon any Event of Default
shall impair any such right or remedy or constitutgaiver of any such Event of Default or an acsgeace therein. Every right and remedy
given by this Article Vor by law to the Trustee or to the Holders mayXer@sed from time to time, and as often as magidsmed
expedient, by the Trustee or the Holders, as the oy be.

Section 5.12 Control by Holders

The Holders of not less than a majority inregate principal amount of the Outstanding Seagrishall have the right to direct the time,
method and place of conducting any proceedingrigiramedy available to the Trustee or exercisingteust or power conferred on the
Trustee; providedthat:

(a) such direction shall not be in conflictiwany rule of law or with this Indenture;
(b) the Trustee may take any other action dekbpnoper by the Trustee that is not inconsistétit such direction; and

(c) subject to the provisions of Section 6tle Trustee shall have the right to decline tlm¥o such direction if a Responsible Officer or
Officers of the Trustee shall, in good faith, rezesaly determine that the proceeding so directeddavibe unjustly prejudicial to the Holders
not joining in any such direction or would involtlee Trustee in personal liability.

Section 5.13 Waiver of Past Defaults

(a) The Holders of not less than a majoritpggregate principal amount of the Outstanding f&simay waive any past Event of Defe
hereunder and its consequences except an Evergfati

() in the payment of the principal of, premmipif any, or interest (including any Additionaténest) on any Outstanding Security
(unless such Event of Default has been
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cured and the Company has paid to or depositedthétiTrustee a sum sufficient to pay all installtsesf interest (including any
Additional Interest) due and past due and all ppiaicof and premium, if any, on all Securities auikerwise than by acceleration); or

(ii) in respect of a covenant or provisiondwrthat under Article IX¢annot be modified or amended without the conskeaoh
Holder of any Outstanding Security.

(b) Any such waiver shall be deemed to be emelf of the Holders of all the Outstanding Sedesit

(c) Upon any such waiver, such Event of Defahall cease to exist and any Event of Defaudiiagitherefrom shall be deemed to have
been cured for every purpose of this Indenturenlougsuch waiver shall extend to any subsequenthar &vent of Default or impair any right
consequent thereon.

Section 5.14 Undertaking for Costs

All parties to this Indenture agree, and ddolder of any Security by his or her acceptancecibieshall be deemed to have agreed, tha
court may in its discretion require, in any suit flle enforcement of any right or remedy under liifenture, or in any suit against the Tru:
for any action taken or omitted by it as Trustée,filing by any party litigant in such suit of andertaking to pay the costs of such suit, and
that such court may in its discretion assess reddercosts, including reasonable attorneys’ fedseapenses, against any party litigant in
such suit, having due regard to the merits and daitil of the claims or defenses made by such piigant; provided, however, that the
provisions of this Section 5.3hall not apply to any suit instituted by the Tegstto any suit instituted by any Holder, or grofiplolders,
holding in the aggregate more than ten percent {10%ggregate principal amount of the Outstand@egurities, or to any suit instituted by
any Holder for the enforcement of the payment efghincipal of or premium, if any, on the Secuafier the Stated Maturity or any interest
(including any Additional Interest) on any Secudtffer it is due and payable.

Section 5.15 Waiver of Usury, Stay or Extendiaws.

The Company covenants (to the extent thatit lwfully do so) that it will not at any time issupon, or plead, or in any manner
whatsoever claim or take the benefit or advantdgeny usury, stay or extension law wherever erthatew or at any time hereafter in force,
which may affect the covenants or the performaridbis Indenture; and the Company (to the exteat ithmay lawfully do so) hereby
expressly waives all benefit or advantage of arphdaw, and covenants that it will not hinder, geda impede the execution of any power
herein granted to the Trustee, but will suffer pednit the execution of every such power as thougbuch law had been enacted.
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ARTICLE VI
THE TRUSTEE
Section 6.1 Corporate Trustee Required

There shall at all times be a Trustee hereuwith respect to the Securities. The Trustee di@t corporation or national banking
association organized and doing business unddawseof the United States or of any state theraathorized to exercise corporate trust
powers, having a combined capital and surplus bzt $50,000,000, subject to supervision or eratitn by federal or state authority and
having an office within the United States. If suttity publishes reports of condition at least adlyu pursuant to law or to the requirements
of such supervising or examining authority, them,the purposes of this Section 6the combined capital and surplus of such entigjlde
deemed to be its combined capital and surplustdersie in its most recent report of condition atfished. If at any time the Trustee shall
cease to be eligible in accordance with the prowssiof this Section 6.1it shall resign immediately in the manner anchwfite effect
hereinafter specified in this Article VI

Section 6.2 Certain Duties and Responsikslitie

(a) Except during the continuance of an Exéidefault:

(i) the Trustee undertakes to perform sucledwnd only such duties as are specifically sg¢h fio this Indenture, and no implied
covenants or obligations shall be read into thikehture against the Trustee; and

(i) in the absence of bad faith on its ptrg Trustee may conclusively rely, as to the tonftthe statements and the correctness of the
opinions expressed therein, upon certificates ariops furnished to the Trustee and conforminchrequirements of this Indenture;
provided,that in the case of any such certificates or opigithhat by any provision hereof are specificallyuieed to be furnished to the
Trustee, the Trustee shall be under a duty to exauthe same to determine whether or not they suitieitg conform on their face to the
requirements of this Indenture.

(b) If an Event of Default known to the Trusteas occurred and is continuing, the Trustee,gbrédir to the receipt of directions, if any,
from the Holders of at least a majority in aggregatincipal amount of the Outstanding Securitiggyeise such of the rights and powers
vested in it by this Indenture, and use the sargeegeof care and skill in its exercise, as a prugerson would exercise or use under the
circumstances in the conduct of such person’s dvairs.

(c) Notwithstanding the foregoing, no provisiaf this Indenture shall require the Trustee toesd or risk its own funds or otherwise in
any financial liability in the performance of anfits duties hereunder, or in the exercise of anysaights or powers, if it shall have
reasonable grounds for believing that repaymestuoh funds or adequate indemnity against suclori$iability is not reasonably assured to
it. Whether or not therein expressly so providege provision of this Indenture relating to thendact or affecting the liability of or
affording protection to the Trustee shall be subjethe provisions of this Section 6.Zo the
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extent that, at law or in equity, the Trustee hatsed and liabilities relating to the Holders, fireistee shall not be liable to any Holder for the
Trustee’s good faith reliance on the provisionghig Indenture. The provisions of this Indentucethte extent that they restrict the duties and
liabilities of the Trustee otherwise existing atlar in equity, are agreed by the Company and thieléts to replace such other duties and
liabilities of the Trustee.

(d) No provisions of this Indenture shall lmastrued to relieve the Trustee from liability witspect to matters that are within the
authority of the Trustee under this Indenture ferown negligent action, negligent failure to acwdlful misconduct, except that:

(i) the Trustee shall not be liable for angoeor judgment made in good faith by an authoriaffiter of the Trustee, unless it shall be
proved that the Trustee was negligent in ascergithie pertinent facts;

(ii) the Trustee shall not be liable with respto any action taken or omitted to be takent lry good faith in accordance with the
direction of the Holders of at least a majorityamgregate principal amount of the Outstanding Stesi(or such other percentage as may
be required by the terms hereof) relating to threetimethod and place of conducting any proceedingriy remedy available to the
Trustee under this Indenture; and

(i) the Trustee shall be under no liability interest on any money received by it hereurdeept as otherwise agreed in writing with
the Company and money held by the Trustee in breisgunder need not be segregated from other fudpeto the extent required by
law.

Section 6.3 Notice of Defaults

Within ninety (90) days after the occurren€amy default actually known to the Trustee, thastee shall give the Holders notice of such
default unless such default shall have been curedhived; provided that except in the case of a default in the payro&the principal of or
any premium or interest on any Securities, the tBaishall be fully protected in withholding theinetif and so long as the board of directors,
the executive committee or a trust committee afators and/or Responsible Officers of the Trustegoiod faith determines that withholding
the notice is in the interest of Holders; and pded, further, that in the case of any default of the charaspecified in Section 5.1(¢)no
such notice to Holders shall be given until at{ehisty (30) days after the occurrence thereof. the purpose of this Section §.the term “
default” means any event which is, or after notice or éapstime or both would become, an Event of Default

Section 6.4 Certain Rights of Trustee

Subject to the provisions of Section 6.2

(a) the Trustee may conclusively rely and Idblfully protected in acting or refraining froratang in good faith and in accordance with
terms hereof upon any resolution, certificate estegnt, instrument, opinion, report, notice, requdiséction, consent, order, bond,
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debenture, note or other paper or document reaobaleved by it to be genuine and to have begnexd or presented by the proper party or
parties;

(b) if (i) in performing its duties under tHisdenture the Trustee is required to decide betvedternative courses of action, (ii) in
construing any of the provisions of this Indenttime Trustee finds ambiguous or inconsistent with @her provisions contained herein or
(iii) the Trustee is unsure of the application nf arovision of this Indenture, then, except aartg matter as to which the Holders are entitled
to decide under the terms of this Indenture, thestere shall deliver a notice to the Company redugeite Company’s written instruction as
to the course of action to be taken and the Trusta#t take such action, or refrain from takingtsaction, as the Trustee shall be instructed in
writing to take, or to refrain from taking, by t@®mpany; providedthat if the Trustee does not receive such instms from the Company
within ten (10) Business Days after it has delidesach notice or such reasonably shorter peridoneaf set forth in such notice the Trustee
may, but shall be under no duty to, take such actorefrain from taking such action, as the Teesthall deem advisable and in the best
interests of the Holders, in which event the Tregieall have no liability except for its own neglige, bad faith or willful misconduct;

(c) any request or direction of the Comparslighe sufficiently evidenced by a Company Reqeestompany Order and any resolution of
the Board of Directors may be sufficiently evidethdxy a Board Resolution;

(d) the Trustee may consult with counsel (Whiounsel may be counsel to the Trustee, the Coyngraany of its Affiliates, and may
include any of its employees) and the advice ohaaunsel or any Opinion of Counsel shall be fol @omplete authorization and protection
in respect of any action taken, suffered or omiligdt hereunder in good faith and in reliance ¢wer,

(e) the Trustee shall be under no obligatmaxercise any of the rights or powers vested liy ithis Indenture at the request or direction of
any of the Holders pursuant to this Indenture, smkich Holders shall have offered to the Trustearity or indemnity reasonably
satisfactory to it against the costs, expensesu@ing reasonable attorneys’ fees and expensed)ahbilities that might be incurred by it in
compliance with such request or direction, inclgdieasonable advances as may be requested byusied;r

(f) the Trustee shall not be bound to makeiamgstigation into the facts or matters statedniy resolution, certificate, statement,
instrument, opinion, report, notice, request, dicet; consent, order, bond, indenture, note orrgtla@er or document, but the Trustee in its
discretion may make such inquiry or investigatiotoisuch facts or matters as it may see fit, drttigi Trustee shall determine to make such
inquiry or investigation, it shall be entitled twaenine the books, records and premises of the Compersonally or by agent or attorney;

(9) the Trustee may execute any of the troisggowers hereunder or perform any duties hereugittegr directly or by or through agents,
attorneys, custodians or nominees and the Trubtkrot be responsible for any misconduct or rgggice on the part of any such agent,
attorney, custodian or nominee appointed with dure by it hereunder;
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(h) whenever in the administration of thiséntlre the Trustee shall deem it desirable to vedestructions with respect to enforcing any
remedy or right or taking any other action withpest to enforcing any remedy or right hereunder, Tttustees (i) may request instructions
from the Holders (which instructions may only beegi by the Holders of the same aggregate prineipaunt of Outstanding Securities as
would be entitled to direct the Trustee under thienture in respect of such remedy, right or @ti¢i) may refrain from enforcing such
remedy or right or taking such action until sucétinctions are received and (iii) shall be protédteacting in accordance with such
instructions;

(i) except as otherwise expressly providedhiy Indenture, the Trustee shall not be underadatigation to take any action that is
discretionary under the provisions of this Indeafur

(i) without prejudice to any other rights dahie to the Trustee under applicable law, whenTthestee incurs expenses or renders services
in connection with any bankruptcy, insolvency drestproceeding referred to in clauses (d) or (ehefdefinition of Event of Default
specified in_Section 5.1such expenses (including legal fees and expaisesagents and counsel) and the compensatiosuithr services
are intended to constitute expenses of administratnder any bankruptcy laws or law relating talitres rights generally;

(k) whenever in the administration of this énture the Trustee shall deem it desirable thaatembe proved or established prior to taking,
suffering or omitting any action hereunder, thestee (unless other evidence be herein specifipaigcribed) may, in the absence of bad
faith on its part, conclusively rely upon an OffiseCertificate addressing such matter, which, upmeipt of such request, shall be promptly
delivered by the Company;

() the Trustee shall not be charged with kiealge of any Event of Default unless either (i)esponsible Officer of the Trustee shall have
actual knowledge or (ii) the Trustee shall havesieed written notice thereof from the Company ¢tadder; and

(m) in the event that the Trustee is alsongcsis Paying Agent, Authenticating Agent or SegiRegistrar hereunder, the rights and
protections afforded to the Trustee pursuant ® Atticle VI shall also be afforded such Paying Agent, Authaiitig Agent or Securities
Registrar.

Section 6.5 May Hold Securities

The Trustee, any Authenticating Agent, anyifguAgent, any Securities Registrar or any othemagf the Company, in its individual or
any other capacity, may become the owner or pledf&ecurities and may otherwise deal with the Camypwith the same rights it would
have if it were not Trustee, Authenticating Agd®dying Agent, Securities Registrar or such othenag

Section 6.6 Compensation; Reimbursement; Imitym

(a) The Company agrees:
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(i) to pay to the Trustee from time to timasenable compensation for all services renderagtdimreunder in such amounts as the
Company and the Trustee shall agree from timare twhich compensation shall not be limited by provision of law in regard to the
compensation of a trustee of an express trust);

(ii) to reimburse the Trustee upon its reqdestll reasonable expenses, disbursements arahads incurred or made by the Trustee
in accordance with any provision of this Indent(ineluding the reasonable compensation and theresgseand disbursements of its
agents and counsel), except any such expenserskshent or advance as may be attributable to gégeance, bad faith or willful
misconduct; and

(iii) to the fullest extent permitted by apgalble law, to indemnify the Trustee (includingtsindividual capacity) and its Affiliates,
and their officers, directors, shareholders, ageatgesentatives and employees for, and to heleh tharmless against, any loss, damage,
liability, tax (other than income, franchise or @thiaxes imposed on amounts paid pursuant to c(@use(ii) of this Section 6.6(a))
penalty, expense or claim of any kind or naturetedwver incurred without negligence, bad faith difu¥ misconduct on its part arising
out of or in connection with the acceptance or auistiation of this trust or the performance of Thastee’s duties hereunder, including
the costs and expenses of defending itself agaimstlaim or liability in connection with the exéxe or performance of any of its powers
or duties hereunder.

(b) To secure the Company’s payment obligatiorthis_Section 6.6the Company hereby grants and pledges to thee€erand the
Trustee shall have a lien prior to the Securitieslbmoney or property held or collected by theskee, other than money or property held in
trust to pay principal and interest on particulac&ities. Such lien shall survive the satisfactod discharge of this Indenture or the
resignation or removal of the Trustee.

(c) The obligations of the Company under Séstion 6.6hall survive the satisfaction and discharge o thdenture and the earlier
resignation or removal of the Trustee.

(d) In no event shall the Trustee be liabledioy indirect, special, punitive or consequertias or damage of any kind whatsoever,
including, but not limited to, lost profits, evefthe Trustee has been advised of the likelihoosuch loss or damage and regardless of the
form of action.

(e) In no event shall the Trustee be liabteafoy failure or delay in the performance of itéigdtions hereunder because of circumstances
beyond its control, including, but not limited tts of God, flood, war (whether declared or uraled), terrorism, fire, riot, embargo,
government action, including any laws, ordinancegulations, governmental action or the like wrdeay, restrict or prohibit the providing
of the services contemplated by this Indenture.

Section 6.7 Resignation and Removal; Appoiminoé Successar

(&) No resignation or removal of the Trusied no appointment of a successor Trustee pursu#ms Article VIshall become effective
until the acceptance of appointment by the succégsstee under Section 6.8
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(b) The Trustee may resign at any time byrgjwritten notice thereof to the Company.

(c) Unless an Event of Default shall have oauliand be continuing, the Trustee may be remavedy time by the Company by a Board
Resolution. If an Event of Default shall have ocedrand be continuing, the Trustee may be remoye&cbof the Holders of a majority in
aggregate principal amount of the Outstanding Stesirdelivered to the Trustee and to the Company.

(d) If the Trustee shall resign, be removetlexome incapable of acting, or if a vacancy sbadlr in the office of Trustee for any reason,
at a time when no Event of Default shall have o@diand be continuing, the Company, by a Board IRésn, shall promptly appoint a
successor Trustee, and such successor Trustebheargtiting Trustee shall comply with the appli@atdquirements of Section 6.8 the
Trustee shall resign, be removed or become incapatdcting, or if a vacancy shall occur in theagffof Trustee for any reason, at a time
when an Event of Default shall have occurred anddminuing, the Holders, by Act of the Holdersaaiajority in aggregate principal
amount of the Outstanding Securities, shall proynglpoint a successor Trustee, and such succeassie& and the retiring Trustee shall
comply with the applicable requirements of Sec8d. If no successor Trustee shall have been so ajggbny the Company or the Holders
and accepted appointment within sixty (60) daysréfie giving of a notice of resignation by the Stae or the removal of the Trustee in the
manner required by Section 6.8ny Holder who has beerbana fideHolder of a Security for at least six (6) monthsyman behalf of such
Holder and all others similarly situated, and a@signing Trustee may, at the expense of the Compaatigion any court of competent
jurisdiction for the appointment of a successorstea.

(e) The Company shall give notice to all Ho&die the manner provided in Section dfGeach resignation and each removal of the Trustee
and each appointment of a successor Trustee. Edide shall include the name of the successor &euahd the address of its Corporate 1
Office.

Section 6.8 Acceptance of Appointment by Sesoe

(a) In case of the appointment hereundersafcgessor Trustee, each successor Trustee so tgpsinall execute, acknowledge and de
to the Company and to the retiring Trustee anumsémt accepting such appointment, and thereuporetfignation or removal of the retiring
Trustee shall become effective and such successstek, without any further act, deed or conveyasitall become vested with all the rig|
powers, trusts and duties of the retiring Truspeevided, that on the request of the Company or the suocdssastee, such retiring Trustee
shall, upon payment of its charges, execute andetedn instrument transferring to such successost&e all the rights, powers and trusts of
the retiring Trustee and shall duly assign, tranafel deliver to such successor Trustee all prg@entl money held by such retiring Trustee
hereunder.

(b) Upon request of any such successor TrugteeCompany shall execute any and all instrumientsiore fully and certainly vesting in
and confirming to such successor Trustee all rights/ers and trusts referred to in paragraph (&#)isfSection 6.8

46




(c) No successor Trustee shall accept itsiapment unless at the time of such acceptance sumtessor Trustee shall be qualified and
eligible under this Article VI

Section 6.9 Merger, Conversion, Consolidatioisuccession to Business

Any Person into which the Trustee may be mebyeconverted or with which it may be consolidat@dany Person resulting from any
merger, conversion or consolidation to which thestee shall be a party, or any Person succeedialtjdo substantially all of the corporate
trust business of the Trustee, shall be the succe$she Trustee hereunder, without the executiofiling of any paper or any further act on
the part of any of the parties hereto; providéuat such Person shall be otherwise qualifiedadigible under this Article VI In case any
Securities shall have been authenticated, butelotested, by the Trustee then in office, any susoeby merger, conversion or consolidation
or as otherwise provided above in this Sectiont® Quch authenticating Trustee may adopt such atitia¢ion and deliver the Securities so
authenticated, and in case any Securities shathané been authenticated, any successor to thée€rosy authenticate such Securities either
in the name of any predecessor Trustee or in threerad such successor Trustee, and in all caseettificate of authentication shall have the
full force which it is provided anywhere in the 8dties or in this Indenture that the certificafalee Trustee shall have.

Section 6.10 Not Responsible for Recitalsssuaince of Securities

The recitals contained herein and in the Seesirexcept the Trustee’s certificates of auttwation, shall be taken as the statements of the
Company, and neither the Trustee nor any Authamig@\gent assumes any responsibility for theireocmess. The Trustee makes no
representations as to the validity or sufficien€yhis Indenture or of the Securities. Neither Thastee nor any Authenticating Agent shall be
accountable for the use or application by the Comud the Securities or the proceeds thereof.

Section 6.11 Appointment of Authenticating Age

(a) The Trustee may appoint an Authenticatiggnt or Agents with respect to the Securities,cvtghall be authorized to act on behalf of
the Trustee to authenticate Securities issued opigimal issue and upon exchange, registratiomeofsfer or partial redemption thereof or
pursuant to Section 3,6and Securities so authenticated shall be entitiede benefits of this Indenture and shall bédvahd obligatory for
all purposes as if authenticated by the Trusteeumgter. Wherever reference is made in this Inderttuthe authentication and delivery of
Securities by the Trustee or the Trustee’s cedtifiof authentication, such reference shall be ddeminclude authentication and delivery on
behalf of the Trustee by an Authenticating Agemstctie Authenticating Agent shall be acceptable ta@bmpany and shall at all times be an
entity organized and doing business under the tdise United States of America, or of any Statd emritory thereof or the District of
Columbia, authorized under such laws to act as énttbating Agent, having a combined capital anglsisrof not less than $50,000,000 and
subject to supervision or examination by federadtate authority. If such Authenticating Agent psitiés reports of condition at least annually
pursuant to law or to the requirements of said sugieag or examining authority, then for the purps®f this Section 6.1the combined
capital and surplus of such Authenticating Ageraidbe deemed to be its
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combined capital and surplus as set forth in itstmecent report of condition so published. Ifa ime an Authenticating Agent shall cease
to be eligible in accordance with the provisionshi$ Section 6.1]1 such Authenticating Agent shall resign immediatelthe manner and
with the effect specified in this Section 6.11

(b) Any Person into which an Authenticatingehg may be merged or converted or with which it rhayconsolidated, or any Person
resulting from any merger, conversion or consoiaiato which such Authenticating Agent shall beaaty, or any Person succeeding to all or
substantially all of the corporate trust busingsgroAuthenticating Agent shall be the successdhéuticating Agent hereunder; provided
that such Person shall be otherwise eligible uttdsrSection 6.11 without the execution or filing of any paper aydurther act on the part
of the Trustee or the Authenticating Agent.

(c) An Authenticating Agent may resign at dimye by giving written notice thereof to the Trustnd to the Company. The Trustee may at
any time terminate the agency of an Authenticafiggnt by giving written notice thereof to such Aetiticating Agent and to the Company.
Upon receiving such a notice of resignation or upach a termination, or in case at any time sucthéaticating Agent shall cease to be
eligible in accordance with the provisions of tBisction 6.1.1 the Trustee may appoint a successor Authentig@tgent eligible under the
provisions of this Section 6.1 Wwhich shall be acceptable to the Company, antll give notice of such appointment to all Holdessy
successor Authenticating Agent upon acceptances apipointment hereunder shall become vested Withearights, powers and duties of its
predecessor hereunder, with like effect as if oalfly named as an Authenticating Agent.

(d) The Company agrees to pay to each Autbatimig Agent from time to time reasonable compeaosdor its services under this
Section 6.11n such amounts as the Company and the Authemtgcétyjent shall agree from time to time.

(e) If an appointment of an Authenticating Ay made pursuant to this Section 6.1ie Securities may have endorsed thereon, in
addition to the Trustee’s certificate of autherttma, an alternative certificate of authenticatiorihe following form:

This is one of the Securities referred to in théhimi mentioned Indenture.
Dated:

WELLS FARGO BANK, N.A., not in its
individual capacity, but solely as Trusi

By:
Authenticating Agen

By:
Authorized Signator
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ARTICLE VII
HOLDER'S LISTS AND REPORTS BY COMPANY

Section 7.1 Company to Furnish Trustee NamdsAaldresses of Holders

The Company will furnish or cause to be funeid to the Trustee:

(a) semiannually, on or before June 30 ancebBser 31 of each year, a list, in such form asTtiustee may reasonably require, of the
names and addresses of the Holders as of a dateanetthan fifteen (15) days prior to the delivérgreof; and

(b) at such other times as the Trustee mayastgn writing, within thirty (30) days after theceipt by the Company of any such request, a
list of similar form and content as of a date natrenthan fifteen (15) days prior to the time sushis furnished;

in each case to the extent such information isénpissession or control of the Company and hasthetwise been received by the Trustee
in its capacity as Securities Registrar.

Section 7.2 Preservation of Information, Comiuations to Holders

(a) The Trustee shall preserve, in as cuadntm as is reasonably practicable, the namesddcdesses of Holders contained in the most
recent list furnished to the Trustee as provide8duotion 7.Jand the names and addresses of Holders receivé Gyustee in its capacity as
Securities Registrar. The Trustee may destroy iahfulrnished to it as provided in Section @don receipt of a new list so furnished.

(b) The rights of Holders to communicate wither Holders with respect to their rights undés thdenture or under the Securities, and
corresponding rights and privileges of the Trussiall be as provided in the Trust Indenture Act.

(c) Every Holder of Securities, by receivimglaholding the same, agrees with the Company andithstee that neither the Company nor
the Trustee nor any agent of either of them shahdld accountable by reason of the disclosurefofmation as to the names and addresses
of the Holders made pursuant to the Trust Indeniate

Section 7.3 Reports by Company

(a) The Company shall furnish to the Holderd ® prospective purchasers of Securities, upem thquest, the information required to be
furnished pursuant to Rule 144A(d)(4) under theuBes Act. The delivery requirement set forthlive preceding sentence may be satisfied

by compliance with Section 7.3 (b)

(b) The Company shall furnish to each ofl{g Trustee, (ii) the Holders and to subsequentdnsldf Securities, (iii) Kodiak Capital
Management Company LLC, 2107 Wilson Boulevard, 480, Arlington, Virginia 22201, Attention: N. DievDoyle or such other address
as designated by Kodiak Capital Management Compay) and (iv) any beneficial owner of the Secustieasonably identified to the
Company (which identification may be made
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either by such beneficial owner or by Kodiak Cdpitlanagement Company LLC), a duly completed anatetesl officer’s financial

certificate substantially and substantively in fitien attached hereto as Exhibit, Ancluding the financial statements referencesiich

Exhibit, which certificate and financial statemesitsll be so furnished by the Company not latem foaty-five (45) days after the end of e

of the first three (3) fiscal quarters of eachdisgear of the Company and not later than ninely (fys after the end of each fiscal year of the
Company, or, if applicable, such shorter respegiizgods as may then be required by the Commidsiothe filing by the Company of
quarterly reports on Form 10-Q and annual reportsam 10-K.

(c) If the Company intends to file its annaatl quarterly information with the Securities anatliange Commission (the * Commissidn
in electronic form pursuant to Regulation S-T & @ommission using the Commission’s Electronic Ozdghering, Analysis and Retrieval (“
EDGAR ") system, the Company shall notify the Trusteéhim manner prescribed herein of each such anndajaarterly filing. The Trustee
is hereby authorized and directed to access theAD&ystem for purposes of retrieving the finan@iébrmation so filed. Compliance with
the foregoing shall constitute delivery by the Camyp of its financial statements to the Trusteeompliance with the provisions of Section
314(a) of the Trust Indenture Act, if applicabléeTTrustee shall have no duty to search for oriolatay electronic or other filings that the
Company makes with the Commission, regardless ethdr such filings are periodic, supplemental beowise. Delivery of reports,
information and documents to the Trustee pursuatitis Section 7.3(cghall be solely for purposes of compliance witls tBection 7.3(c)
and, if applicable, with Section 314(a) of the Trulenture Act, and shall not relieve the Compahthe requirement to deliver the certific
referred to in Section 7.3 (b)The Trustee’s receipt of such reports, infornratind documents shall not constitute notice té he content
thereof or any matter determinable from the contieaiteof, including the Company’s compliance witly af its covenants hereunder, as to
which the Trustee is entitled to rely upon Office@srtificates.

ARTICLE VIII
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEAS
Section 8.1 Company May Consolidate, Etc. y@m Certain Terms

The Company shall not consolidate with or redrgjo any other Person or convey, transfer oreléagproperties and assets substantially as
an entirety to any Person, and no Person shalbtidase with or merge into the Company or convegnsfer or lease its properties and assets
substantially as an entirety to the Company, unless

(a) if the Company shall consolidate with arge into another Person or convey, transfer el@a properties and assets substantially as
an entirety to any Person, the entity formed byhstansolidation or into which the Company is mergethe Person that acquires by
conveyance or transfer, or that leases, the priepaahd assets of the Company substantially astiety shall be an entity organized and
existing under the laws of the United States of Aoaeor any State or Territory thereof or the Dgdtof Columbia and shall expressly
assume, by an indenture supplemental hereto, eeccamd delivered to the Trustee, in form reasonably
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satisfactory to the Trustee, the due and punctaaingnt of the principal of and any premium andrigge (including any Additional Interest)
on all the Securities and the performance of egemenant of this Indenture on the part of the Camgpga be performed or observed;

(b) immediately after giving effect to suchrsaction, no Event of Default, and no event ¢y notice or lapse of time, or both, would
constitute an Event of Default, shall have happearatibe continuing; and

(c) the Company has delivered to the Truste®fficers’ Certificate and an Opinion of Coungsgch stating that such consolidation,
merger, conveyance, transfer or lease and, if plsoental indenture is required in connection wsitich transaction, any such supplemental
indenture, comply with this Article VIland that all conditions precedent herein provideddlating to such transaction have been complied
with; and the Trustee may rely upon such Offic€sttificate and Opinion of Counsel as conclusivielence that such transaction complies
with this Section 8.1

(d) Notwithstanding the foregoing, if the Commy shall consolidate with or merge into an uniatiéd entity or convey, transfer or lease its
properties and assets substantially as an entoety unaffiliated entity, the rights granted te #urchaser under Sections 60(j) of the
Purchase Agreement and Section Kh8&ll automatically terminate upon the closingudftsconsolidation or merger or conveyance, transfer
or lease of its properties and assets so longeaaghregate amount of Securities or junior subatdihnotes, trust preferred securities or ¢
securities convertible into, or exercisable or exgfeable for Securities or other junior suborditiatetes or trust preferred securities of the
successor entity does not exceed five percent %he Consolidated Tangible Net Worth of such sssor entity as of the date of such
consolidation or merger or conveyance, transféease of its properties and assets.

Section 8.2 Successor Company Substituted

(a) Upon any consolidation or merger by thenany with or into any other Person, or any conuegatransfer or lease by the Company
of its properties and assets substantially as @iregnto any Person in accordance with Sectiona®d the execution and delivery to the
Trustee of the supplemental indenture describ&ekution 8.1(a) the successor entity formed by such consolidairanto which the
Company is merged or to which such conveyancesfeaior lease is made shall succeed to, and béitsid for, and may exercise every
right and power of, the Company under this Indemtuith the same effect as if such successor Péradibeen named as the Company he
and in the event of any such conveyance or tran&fdowing the execution and delivery of such slgppental indenture, the Company shall
be discharged from all obligations and covenantieuthe Indenture and the Securities.

(b) Such successor Person to the Company m#edo be executed, and may issue either in ilsmame or in the name of the Company,
any or all of the Securities issuable hereunddrttiezetofore shall not have been signed by the fiamy and delivered to the Trustee; and,
upon the order of such successor Person insteifeg @dompany and subject to all the terms, condstamd limitations in this Indenture
prescribed, the Trustee shall authenticate and dblater any Securities that previously shall hkeen signed and delivered by the officer
the Company to the Trustee for authentication,amdSecurities that such successor
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Person thereafter shall cause to be executed dindréel to the Trustee on its behalf. All the Sé@s so issued shall in all respects have the
same legal rank and benefit under this Indentutb@Securities theretofore or thereafter issueatgordance with the terms of this Indent

(c) In case of any such consolidation, mergale, conveyance or lease, such changes in ploggend form may be made in the
Securities thereafter to be issued as may be apatepo reflect such occurrence.

ARTICLE IX
SUPPLEMENTAL INDENTURES
Section 9.1 Supplemental Indentures withoutseot of Holders

Without the consent of any Holders, the Comyparhen authorized by a Board Resolution, and thest€e, at any time and from time to
time, may enter into one or more indentures supgtgat hereto, in form reasonably satisfactory ®Thustee, for any of the following
purposes:

(a) to evidence the succession of anotheoRdosthe Company, and the assumption by any sumdessor of the covenants of the
Company herein and in the Securities; or

(b) to evidence and provide for the acceptari@pointment hereunder by a successor trustee; o

(c) to cure any ambiguity, to correct or s@ppént any provision herein that may be defectivie@snsistent with any other provision
herein, or to make or amend any other provisiorb mspect to matters or questions arising undsiidenture, which shall not be
inconsistent with the other provisions of this Intlee; provided that such action pursuant to this clause (c) sivdlbe effected unless the
Company has delivered a written notice of such aimemt to the Holders at least twenty (20) daysrgddhe effective date of such
amendment;_providegdfurther, that such action pursuant to this clause (c) sizdladversely affect in any material respectitherests of any
Holders; or

(d) to comply with the rules and regulatiofisuey securities exchange or automated quotatistesyon which any of the Securities may
be listed, traded or quoted; or

(e) to add to the covenants, restrictionshigations of the Company or to add to the Evehtdeafault; provided that such action
pursuant to this clause (e) shall not adverselgcaih any material respect the interests of anigéts; or

(f) to modify, eliminate or add to any prowss of the Indenture or the Securities to suchndxs shall be necessary to ensure that the
Securities are treated as indebtedness of the GonipaUnited States federal income tax purposesyiged, that such action pursuant to
this clause (f) shall not adversely affect in argtanial respect the interests of any Holders.
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Section 9.2 Supplemental Indentures with ConsEHolders.

(a) Subject to Section 9, With the consent of the Holders of not less thanajority in aggregate principal amount of the<artding
Securities, by Act of said Holders delivered to @@mpany and the Trustee, the Company, when aa#tbly a Board Resolution, and the
Trustee may enter into an indenture or indentuwieplemental hereto for the purpose of adding anyipions to or changing in any manner
or eliminating any of the provisions of this Inderg or of modifying in any manner the rights of thelders of Securities under this Indent:
provided, that no such supplemental indenture shall, withloe consent of the Holder of each Outstandingiftyc

(i) except as set forth in Section 3.1(€hange the Stated Maturity of the principal oy premium of any Security or change the date
of payment of any installment of interest (inclugliny Additional Interest) on any Security, or reglthe principal amount thereof or the
rate of interest thereon or any premium payablenthe redemption thereof or change the place ofgsy where, or the coin or currer
in which, any Security or interest thereon is pdgabr restrict or impair the right to instituteitsior the enforcement of any such payment
on or after such date; or

(ii) reduce the percentage in aggregate ralamount of the Outstanding Securities, the aansewhose Holders is required for any
such supplemental indenture, or the consent of ektudders is required for any waiver of compliamdth any provision of this
Indenture or of defaults hereunder and their camseces provided for in this Indenture; or

(i) modify any of the provisions of this Sem 9.2, Section 5.1®r Section 10.6 except to increase any percentage in aggregate
principal amount of the Outstanding Securities,dbiesent of whose Holders is required for any neaspto provide that certain other
provisions of this Indenture cannot be modifiedvaived without the consent of the Holder of eacbusigy.

(b) It shall not be necessary for any Act old¢rs under this Section 4@ approve the particular form of any proposed &rppntal
indenture, but it shall be sufficient if such Ablali approve the substance thereof.

Section 9.3 Execution of Supplemental Indezgur

In executing or accepting the additional swskated by any supplemental indenture permitgettiib Article 1X or the modifications
thereby of the trusts created by this Indenture,Tihustee shall be entitled to receive, and steaflbly protected in conclusively relying upon,
an Officers’ Certificate and an Opinion of Counstting that the execution of such supplementaiagte is authorized or permitted by this
Indenture, and that all conditions precedent hgweiwided for relating to such action have beenleed with. The Trustee may, but shall |
be obligated to, enter into any such supplementinture that affects the Trustee’s own rightsedutndemnities or immunities under this
Indenture or otherwise. Copies of the final formeath supplemental indenture shall be deliveretth&y rustee at the expense of the
Company to each Holder promptly after the execultii@meof.
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Section 9.4 Effect of Supplemental Indentures

Upon the execution of any supplemental indentunder this Article IX this Indenture shall be modified in accordanadtvith, and such
supplemental indenture shall form a part of thidelmure for all purposes; and every Holder of S&eartheretofore or thereafter
authenticated and delivered hereunder shall bedthereby.

Section 9.5 Reference in Securities to Supetdeal Indentures

Securities authenticated and delivered afftereixecution of any supplemental indenture pursigatttis Article IXmay, and shall if
required by the Company, bear a notation in forprayed by the Company as to any matter providedhfetuch supplemental indenture. If
the Company shall so determine, new Securitiesadifiad as to conform, in the opinion of the Compaio any such supplemental indent
may be prepared and executed by the Company ahdrdigtated and delivered by the Trustee in exchémmg®utstanding Securities.

ARTICLE X
COVENANTS

Section 10.1 Payment of Principal, Premiunany, and Interest

The Company covenants and agrees for the berféfie Holders of the Securities that it willlgwand punctually pay the principal of and
any premium and interest (including any Additiohdérest) on the Securities in accordance withiéhens of the Securities and this Indent

Section 10.2 Money for Security Payments téib&l in Trust

(a) If the Company shall at any time act a®iwn Paying Agent with respect to the Securittasill, on or before each due date of the
principal of and any premium or interest (includemgy Additional Interest) on the Securities, segte@nd hold in trust for the benefit of the
Persons entitled thereto a sum sufficient to paypttincipal and any premium or interest (includiudgitional Interest) so becoming due until
such sums shall be paid to such Persons or otheedigposed of as herein provided, and will prompt§ify the Trustee in writing of its
failure so to act.

(b) Whenever the Company shall have one oerRarying Agents, it will, prior to 10:00 A.M., NeYork City time, on each due date of
principal of and any premium or interest (includangyy Additional Interest) on any Securities, depeadth a Paying Agent a sum sufficient to
pay such amount, such sum to be held as provid#wkiirust Indenture Act and (unless such Payingmgs the Trustee) the Company will
promptly notify the Trustee of its failure so ta.ac

(c) The Company will cause each Paying Agentlie Securities other than the Trustee to exemutiedeliver to the Trustee an instrument
in which such Paying Agent shall agree with thesiea, subject to the provisions of this Sectio2 1that such Paying Agent will (i) comply
with the provisions of this Indenture and the Trastenture Act applicable to it as a
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Paying Agent and (ii) during the continuance of default by the Company (or any other obligor ugm Securities) in the making of any
payment in respect of the Securities, upon thesevwritequest of the Trustee, forthwith pay to thestee all sums held in trust by such Paying
Agent for payment in respect of the Securities.

(d) The Company may at any time, for the pegpof obtaining the satisfaction and dischargdisfindenture or for any other purpose,
pay, or by Company Order direct any Paying Agemayp, to the Trustee all sums held in trust byGoenpany or such Paying Agent, such
sums to be held by the Trustee upon the same asgtsse upon which such sums were held by thep@oynor such Paying Agent; and,
upon such payment by any Paying Agent to the Teustech Paying Agent shall be released from athéuriability with respect to such
money.

(e) Any money deposited with the Trustee gr Raying Agent, or then held by the Company inttfasthe payment of the principal of &
any premium or interest (including any Additionaldrest) on any Security and remaining unclaimedwo (2) years after such principal and
any premium or interest has become due and pagahle(unless otherwise required by mandatory siowi of applicable escheat or
abandoned or unclaimed property law) be paid on i2omy Request to the Company, or (if then held eyGbmpany) shall (unless otherwise
required by mandatory provision of applicable estlve abandoned or unclaimed property law) be disgd from such trust; and the Holder
of such Security shall thereafter, as an unseogeeéral creditor, look only to the Company for payithereof, and all liability of the Trus
or such Paying Agent with respect to such trustegoand all liability of the Company as trusteerétod, shall thereupon cease; provideda
the Trustee or such Paying Agent, before beingireduo make any such repayment, may at the expsrtbe Company cause to be
published once, in a newspaper published in thdigngpnguage, customarily published on each Bssitizgay and of general circulation in
the Borough of Manhattan, The City of New York,inetthat such money remains unclaimed and that; aftlate specified therein, which
shall not be less than thirty (30) days from thead such publication, any unclaimed balance ehauoney then remaining will be repaid to
the Company.

Section 10.3 Statement as to Compliance

The Company shall deliver to the Trustee, iwiine hundred twenty (120) days after the encachdiscal year of the Company ending
after the date hereof, an Officers’ Certificatebisantially in the form attached hereto as ExH)itovering the preceding calendar year,
stating whether or not to the knowledge of the sigrthereof the Company is in default in the penfomce or observance of any of the terms,
provisions and conditions of this Indenture (withcegard to any period of grace or requirementatice provided hereunder), and if the
Company shall be in default, specifying all sucfadés and the nature and status thereof of whiely thay have knowledge.

Section 10.4 Calculation Agent

(a) The Company hereby agrees that for so ésnany of the Securities remain Outstanding, thdtet all times be an agent appointed to
calculate LIBOR in respect of each Interest Paynbaie in accordance with the terms of Schedu(éha “ Calculation Agent).
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The Company has initially appointed the Truste€alsulation Agent for purposes of determining LIB&R each Interest Payment Date.
Notwithstanding the foregoing, so long as the Siesrare Outstanding, the Calculation Agent shalthe Trustee. If the Calculation Ager
unable or unwilling to act as such or is removedhg/Company, the Company will promptly appoinaasplacement Calculation Agent the
London office of a leading bank which is engagettamsactions in three (3)-month Eurodollar depadsithe international Eurodollar market
and which does not control or is not controlledobyinder common control with the Company or itsilidfes. The Calculation Agent may r
resign its duties without a successor having bedgnappointed.

(b) The Calculation Agent shall be requirecgpee that, as soon as possible after 11:00 A.dhdon time) on each LIBOR
Determination Date (as defined_in Schedule B)it in no event later than 11:00 A.M. (Londondjnon the Business Day immediately
following each LIBOR Determination Date, the Caltidn Agent will calculate the interest rate (thterest payment shall be rounded to the
nearest cent, with half a cent being rounded ups)dat the related Interest Payment Date, andagithmunicate such rate and amount to the
Company, the Trustee, each Paying Agent and theddapy. The Calculation Agent will also specifyttee Company the quotations upon
which the foregoing rates and amounts are basedraady event, the Calculation Agent shall notlig Company before 5:00 P.M. (London
time) on each LIBOR Determination Date that eitl{@rit has determined or is in the process of deieing the foregoing rates and amounts
or (ii) it has not determined and is not in theqass of determining the foregoing rates and amotogsther with its reasons therefor. The
Calculation Agent’s determination of the foregomages and amounts for any Interest Payment Datdinithe absence of manifest error) be
final and binding upon all parties. For the solegmse of calculating the interest rate for the $i@ies, “ Business Day shall be defined as
any day on which dealings in deposits in Dollaestaansacted in the London interbank market.

Section 10.5 Additional Covenants

(a) The Company covenants and agrees with ldaltter of Securities that if an Event of Defadit have occurred and be continuing, it
shall not (i) declare or pay any dividends or disttions on, or redeem, purchase, acquire or makgi@ation payment with respect to, any
Equity Interests of the Company, (ii) vote in fawfror permit or otherwise allow any of its Subaiiiés to declare or pay any dividends or
distributions on, or redeem, purchase, acquireakera liquidation payment with respect to or othsewetire, any preferred Equity Interests
of such Subsidiaries or other Equity Intereststimgi the holders thereof to a stated rate of re{for the avoidance of doubt, whether such
preferred Equity Interests are perpetual or otheayyior (i) make any payment of principal of aryanterest or premium, if any, on or repay,
repurchase or redeem any debt securities of thep@oynthat rankari passun all respects with or junior in interest to thec8rities (other
than (A) repurchases, redemptions or other acguisif Equity Interests of the Company in conractivith any employment contract,
benefit plan or other similar arrangement witharthe benefit of any one or more employees, afficdirectors or consultants, in connection
with a dividend reinvestment or Equity Interestsghiase plan or in connection with the issuanceqiitly Interests in the Company (or
securities convertible into or exercisable for skcfuity Interests) as consideration in an acqoisitransaction entered into prior to the
applicable Event of Default, (B) as a result ofeahange, conversion reclassification or combimatibany class or series of the
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Company’s Equity Interests (or any Equity Interésta Subsidiary of the Company) for any classesies of the Company’s Equity Interests
or of any class or series of the Company’s indelssd for any class or series of the Compaigjuity Interests, (C) the purchase of fractic
interests in the Equity Interests of the Compamgpant to the conversion or exchange provisiorsioh Equity Interests or the security
being converted or exchanged, (D) any declaratiandividend in connection with any Rights Plare tesuance of rights, Equity Interests or
other property under any Rights Plan or the redemgir repurchase of rights pursuant thereto orafB) dividend in the form of Equity
Interests, warrants, options or other rights witkeedividend Equity Interest or the Equity Interissuable upon exercise of such warrants,
options or other rights is the same Equity Inteassthat on which the dividend is being paid oksgari passuwith or junior to such Equity
Interest).

(b) The Company shall notify in writing, withfive (5) Business Days of the occurrence thertbaf Trustee and each Holder of Securities
of the occurrence of a Change-in-Control (the “Gjeim-Control Notice”). Within thirty (30) days tiie occurrence of a Change-in-Control,
the Depositor shall initiate a ratings affirmatimmocess with the Ratings Agencies to determineRaings Downgrade has occurred as a
result of such Change-in-Control. Within five (5)€ness Days of the completions of such ratingeadition process, the Company shall
notify in writing the Trustee and each holder oE@#ies of the occurrence of a Change-in-Contradrit (the “ Changén-Control Event
Natice”). If the Company shall have received, within thi(30) days from the Holders of Securities’ re¢@ipthe Change-in-Control Event
Notice, written notice from any Holder of Securtief such Holde's election to cause the Defeasance or redemm®applicable, of the
Securities as provided in this Section 10.%tb¢ “ Changen-Control Election’), then the Company shall (i) if such Change-ina@ol
Election is received on or prior to June 30, 2@Huse Article Xllito be applied to the Outstanding Securities oiif(Buch Change-irGontrol
Election is received after June 30,2011, redeenS#wairities pursuant to Section IL.I(b)

(c) The Company hereby covenants and agraésita Company shall maintain, as of the end ofi éiacal quarter, a Consolidated
Tangible Net Worth (as reported in the Companylaiee sheet contained in the most recent periegliort filed with the Commission) in
excess of $120,000,000.

(d) The Company will not permit the LeveragaiR, as of the end of each fiscal quarter, torgatgr than 3.00 to 1.00.

(e) The Company will not permit the Fixed Gi&Coverage Ratio, as of the end of each fiscateyao be less than 2.00 to 1.00.

Section 10.6 Waiver of Covenants

The Company may omit in any particular inseatecomply with any covenant or condition contdiive Section 10.%, before or after the
time for such compliance, the Holders of at leastagority in aggregate principal amount of the @anging Securities shall, by Act of such
Holders, either waive such compliance in such msteor generally waive compliance with such covépaicondition, but no such waiver
shall extend to or affect such covenant or condigrcept to the extent so expressly waived, aniil,suth waiver shall become effective,
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the obligations of the Company in respect of arghstovenant or condition shall remain in full foared effect.
Section 10.7 Treatment of Securities

The Company will treat the Securities as iniddbess, and the amounts, other than paymenténofgal, payable in respect of the princi
amount of such Securities as interest, for all te8eral income tax purposes. All payments in respethe Securities will be made free and
clear of U.S. withholding tax to any beneficial avrthereof that has provided an Internal Revenueic&eForm W-9 or W-8BEN (or any
substitute or successor form) establishing its dr$ion-U.S. status for U.S. federal income taxppses, or any other applicable form
establishing a complete exemption from U.S. witdhwg tax.

Section 10.8 Limitation on Issuance of Se®sit

The Company covenants and agrees with eadterlof Securities that the Company will not, withthe prior written consent of Holders
of a majority in interest of Securities, offer,Isebntract to sell, grant any option to purchasetberwise dispose of, directly or indirectly,
(i) any Securities or other junior subordinatedasadr trust preferred securities or (ii) any othesturities convertible into, or exercisable or
exchangeable for, any Securities or other junitwosdinated notes or trust preferred securitiesagilee aggregate amount of Securities
outstanding together with such Securities or jusidvordinated notes, trust preferred securitiegter securities proposed to be offered, sold,
contracted for sale, granted or otherwise dispa$eibes not exceed twenty-five percent (25%) ofabgregate of (x) the Company’s
Consolidated Tangible Net Worth (as reported inGoenpany’s balance sheet contained in the moshtg@egiodic report filed with the
Commission and after taking into account such Seéesirjunior subordinated notes, trust preferrecusities or other securities proposed ti
offered, sold, granted or otherwise disposed of).

ARTICLE Xl
REDEMPTION OF SECURITIES
Section 11.1 Optional Redemption and MandaRegemption

(a) The Company may, at its option, on angregt Payment Date, on or after June 30, 2011enedee Securities in whole at any time or
in part from time to time, at a Redemption Pricaado one hundred percent (100%) of the princgmabunt thereof (or of the redeemed
portion thereof, as applicable), together, in thsecof any such redemption, with accrued and unpgadest, including any Additional
Interest, to but excluding the date fixed as thddReption Date (the “ Optional Redemption Pfire

(b) The Company shall, upon receipt of a CleaingControl Election after June 30, 2011, redekenSecurities in whole on a date no more
than thirty (30) days after receipt of the Chanu&ontrol Election, at a Redemption Price equalrie hundred percent (100%) of the
outstanding principal amount thereof, togethethancase of any such redemption, with accrued apdid interest, including any Additional
Interest, to but excluding the date fixed as thddReption Date (the “ Mandatory Redemption Pfice
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Section 11.2 Special Event Redemption

Prior to June 30, 2011, upon the occurrendedaming the continuation of a Special Event, tleenpany may, at its option, redeem the
Securities, in whole but not in part, at a Redeaipfrice equal to one hundred seven and one-halépe(107.5%) of the principal amount
thereof, together, in the case of any such redempivith accrued and unpaid interest, including Adgitional Interest, to but excluding the
date fixed as the Redemption Date (the “ SpecideR®tion Pricé).

Section 11.3 Election to Redeem; Notice tosiga.

The election of the Company to redeem any &éxs in whole or in part, shall be evidenceddnypursuant to a Board Resolution. In case
of any redemption at the election of the Compalng,Gompany shall, not less than forty-five (45)slagd not more than seventy-five
(75) days prior to the Redemption Date (unlessoatshnotice shall be satisfactory to the Trustae)ify the Trustee in writing of such date
and of the principal amount of the Securities tod#eemed and provide the additional informatiguieed to be included in the notice or
notices contemplated by Section 1116 the case of any redemption of Securities, ol or in part, (a) prior to the expiration of any
restriction on such redemption provided in thisdnaire or the Securities or (b) pursuant to artieleof the Company which is subject to a
condition specified in this Indenture or the Settesi the Company shall furnish the Trustee witlOdficers’ Certificate and an Opinion of
Counsel evidencing compliance with such restrictioaondition.

Section 11.4 Selection of Securities to bedeewed

(a) If less than all the Securities are tadnkeemed, the particular Securities to be redeeasnaitibe selected and redeemedagro rata
basis not more than sixty (60) days prior to thelddeption Date by the Trustee from the OutstandeguSties not previously called for
redemption; providedthat the unredeemed portion of the principal amadfi any Security shall be in an authorized dematidon (which sha
not be less than the minimum authorized denominafmr such Security.

(b) The Trustee shall promptly notify the Camnp in writing of the Securities selected for regéion and, in the case of any Securities
selected for partial redemption, the principal anmtdbereof to be redeemed. For all purposes ofitlisnture, unless the context otherwise
requires, all provisions relating to the redemptdisecurities shall relate, in the case of anyuigcredeemed or to be redeemed only in |
to the portion of the principal amount of such S#guhat has been or is to be redeemed.

(c) The provisions of paragraphs (a) and {lihis Section 11.4hall not apply with respect to any redemptioncifey only a single
Security, whether such Security is to be redeemeadhole or in part. In the case of any such redenph part, the unredeemed portion of
principal amount of the Security shall be in arhauized denomination (which shall not be less ti@nminimum authorized denomination)
for such Security.
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Section 11.5 Notice of Redemption

(a) Notice of redemption shall be given né¢tdahan the thirtieth (30th) day, and not eatliemn the sixtieth (60th) day, prior to the
Redemption Date to each Holder of Securities teedeemed, in whole or in part.

(b) With respect to Securities to be redeerirediole or in part, each notice of redemptionlisétate:
(i) the Redemption Date;

(ii) the Redemption Price or, if the RedemptRrice cannot be calculated prior to the timentbtice is required to be sent, the estin
of the Redemption Price, as calculated by the Compagether with a statement that it is an estnaaid that the actual Redemption
Price will be calculated on the fifth Business Qpaipr to the Redemption Date (and if an estimat@dévided, a further notice shall be
sent of the actual Redemption Price on the datestizgh Redemption Price is calculated);

(iii) if less than all Outstanding Securite® to be redeemed, the identification (and, inctse of partial redemption, the respective
principal amounts) of the amount of and partic@acurities to be redeemed,;

(iv) that on the Redemption Date, the Redeompirice will become due and payable upon each Sachrity or portion thereof, and
that any interest (including any Additional Intejesn such Security or such portion, as the casebmashall cease to accrue on and after
said date; and

(v) the place or places where such Securdtiedo be surrendered for payment of the Redemptime.

(c) Notice of redemption of Securities to bdeemed, in whole or in part, at the election ef@ompany shall be given by the Compan:
at the Company’s written request, by the Trustedbémname and at the expense of the Company alidstieevocable. The notice if mailed
in the manner provided above shall be conclusipedsumed to have been duly given, whether or reoHiblder receives such notice. In any
case, a failure to give such notice by mail or defect in the notice to the Holder of any Secutli#gignated for redemption as a whole or in
part shall not affect the validity of the proceegtirfor the redemption of any other Security.

Section 11.6 Deposit of Redemption Price

Prior to 10:00 A.M., New York City time, onglRedemption Date specified in the notice of red@npmiven as provided in Section 11.5
the Company will deposit with the Trustee or wittemr more Paying Agents (or if the Company isnacts its own Paying Agent, the
Company will segregate and hold in trust as pravigeSection 10.2an amount of money sufficient to pay the Redempidoe of, and any
accrued interest (including any Additional Intejest, all the Securities (or portions thereof) theg to be redeemed on that date.
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Section 11.7 Payment of Securities Calledfedemption

(a) If any notice of redemption has been gigsmprovided in Section 11,%he Securities or portion of Securities with so which suc
notice has been given shall become due and pagalilee date and at the place or places statecchrsatice at the applicable Redemption
Price. On presentation and surrender of such Sexuat a Place of Payment specified in such ndtiieeSecurities or the specified portions
thereof shall be paid and redeemed by the Compiatime @pplicable Redemption Price.

(b) Upon presentation of any Security redeeimegart only, the Company shall execute and thesfBe shall authenticate and deliver tc
Holder thereof, at the expense of the CompanyyaSecurity or Securities, of authorized denominatjan aggregate principal amount equal
to the unredeemed portion of the Security so ptesesind having the same Original Issue Date, Stdtdrity and terms.

(c) If any Security called for redemption dhmadt be so paid upon surrender thereof for redampthe principal of and any premium on
such Security shall, until paid, bear interest framd including the Redemption Date at the rategpitesd therefor in the Security.

ARTICLE XlI
SUBORDINATION OF SECURITIES
Section 12.1 Securities Subordinate to Sebait.

The Company covenants and agrees, and eadedla Security, by its acceptance thereof, likevweovenants and agrees, that, to the
extent and in the manner hereinafter set forthim Article XII , the payment of the principal of and any premiurd eterest (including any
Additional Interest) on each and all of the Se@sits hereby expressly made subordinate and diibjeght of payment to the prior payment
in full of all Senior Debt.

Section 12.2 No Payment When Senior Debt ifallle Payment Over of Proceeds Upon Dissolutidn,. E

(a) In the event and during the continuatibany default by the Company in the payment of arigcipal of or any premium or interest on
any Senior Debt (following any grace period, if bpgble) when the same becomes due and payabléherre maturity or at a date fixed for
prepayment or by declaration of acceleration oentiise, then, upon written notice of such defauthie Company by the holders of such
Senior Debt or any trustee therefor, unless aniflsuth default shall have been cured or waiveshail have ceased to exist, no direct or
indirect payment (in cash, property, securitiessétoff or otherwise) shall be made or agreed to beentadaccount of the principal of or &
premium or interest (including any Additional Irgst) on any of the Securities, or in respect ofraagmption, repayment, retirement,
purchase or other acquisition of any of the Seiesrit

(b) In the event of a bankruptcy, insolvencyther proceeding described in clause (d) or {¢ghe@definition of Event of Default specified
in Section 5.Xeach such event, if any, herein sometimes reféoaad a “ Proceediny, all Senior Debt (including any interest thereon
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accruing after the commencement of any such praeggdshall first be paid in full before any payrhendistribution, whether in cash,
securities or other property, shall be made tololger of any of the Securities on account ther@ofy payment or distribution, whether in
cash, securities or other property (other thanr@esiof the Company or any other entity providedby a plan of reorganization or
readjustment the payment of which is subordindtksaest to the extent provided in these subordimgprrovisions with respect to the
indebtedness evidenced by the Securities, to the@iat of all Senior Debt at the time outstandind Bmany securities issued in respect
thereof under any such plan of reorganization adjiestment), which would otherwise (but for thesleadination provisions) be payable or
deliverable in respect of the Securities shall &iel pr delivered directly to the holders of Serdabt in accordance with the priorities then
existing among such holders until all Senior Déftlgding any interest thereon accruing after themencement of any Proceeding) shall
have been paid in full.

(c) In the event of any Proceeding, after paynin full of all sums owing with respect to Semizebt, the Holders of the Securities,
together with the holders of any obligations of @@mpany ranking on a parity with the Securitiésllsbe entitled to be paid from the
remaining assets of the Company the amounts dinleedue and owing on account of unpaid princigaral any premium and interest
(including any Additional Interest) on the Secustiand such other obligations before any paymeothar distribution, whether in cash,
property or otherwise, shall be made on accouangfEquity Interests or any obligations of the Campranking junior to the Securities and
such other obligations. If, notwithstanding theefgoing, any payment or distribution of any chanaoteany security, whether in cash,
securities or other property (other than securitfethe Company or any other entity provided forabglan of reorganization or readjustment
the payment of which is subordinate, at least éoetktent provided in these subordination provisieitk respect to the indebtedness
evidenced by the Securities, to the payment ddatlior Debt at the time outstanding and to anyrgézsiissued in respect thereof under any
such plan of reorganization or readjustment) dbmileceived by the Trustee or any Holder in corinéien of any of the terms hereof and
before all Senior Debt shall have been paid in filch payment or distribution or security shaltéeeived in trust for the benefit of, and s
be paid over or delivered and transferred to, thiddrs of the Senior Debt at the time outstandingdcordance with the priorities then
existing among such holders for application toghgment of all Senior Debt remaining unpaid, togRient necessary to pay all such Senior
Debt (including any interest thereon accruing atercommencement of any Proceeding) in full. lékent of the failure of the Trustee or
any Holder to endorse or assign any such paymetitibdition or security, each holder of Senior Distitereby irrevocably authorized to
endorse or assign the same.

(d) The Trustee and the Holders, at the expehthe Company, shall take such reasonable atioluding the delivery of this Indenture
to an agent for any holders of Senior Debt or congethe filing of a financing statement with resphereto) as may, in the opinion of
counsel designated by the holders of a majorifyrincipal amount of the Senior Debt at the timestariding, be necessary or appropriate to
assure the effectiveness of the subordination &ffigloy these provisions.

(e) The provisions of this Section 128Hall not impair any rights, interests, remediepawers of any secured creditor of the Company in
respect of any security interest the creation attvirs not prohibited by the provisions of this émdure.
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() The securing of any obligations of the Gmmy, otherwise ranking on a parity with the Sd@sior ranking junior to the Securities,
shall not be deemed to prevent such obligations fronstituting, respectively, obligations rankingaparity with the Securities or ranking
junior to the Securities

Section 12.3 Payment Permitted if No Default

Nothing contained in this Article Xdr elsewhere in this Indenture or in any of theugigies shall prevent (a) the Company, at any time,
except during the pendency of the conditions dbedrin paragraph (a) of Section 18r2of any Proceeding referred to in Section 1 Zra@m
making payments at any time of principal of, premjuf any, or interest (including any Additionalténest) on the Securities or (b) the
application by the Trustee of any moneys depositigtdl it hereunder to the payment of or on accodrhe principal of, premium, if any, or
interest (including any Additional Interest) on tBecurities or the retention of such payment byHbklers, if, at the time of such application
by the Trustee, it did not have knowledge (in adaoce with Section 12.8)at such payment would have been prohibited bytbeisions o
this Article XII , except as provided in Section 12.8

Section 12.4 Subrogation to Rights of Hold&H#rSenior Debt

Subject to the payment in full of all amoudtse or to become due on all Senior Debt, or theigian for such payment in cash or cash
equivalents or otherwise in a manner satisfactomp¢ holders of Senior Debt, the Holders of theuBges shall be subrogated to the extel
the payments or distributions made to the holdéssich Senior Debt pursuant to the provisions f grticle XII (equally and ratably with
the holders of all indebtedness of the Companyhiidts express terms is subordinated to Seniot Dethe Company to substantially the
same extent as the Securities are subordinatée tSenior Debt and is entitled to like rights dbmgation by reason of any payments or
distributions made to holders of such Senior Debthe rights of the holders of such Senior Debetteive payments and distributions of
cash, property and securities applicable to theds&ebt until the principal of and any premium anterest (including any Additional
Interest) on the Securities shall be paid in fadr purposes of such subrogation, no paymentsstritalitions to the holders of the Senior Debt
of any cash, property or securities to which thédeis of the Securities or the Trustee would béledtexcept for the provisions of this
Article Xl , and no payments made pursuant to the provisibtigsoArticle XlI to the holders of Senior Debt by Holders of theusities or
the Trustee, shall, as among the Company, itstorsddther than holders of Senior Debt, and thelklsl of the Securities, be deemed to be a
payment or distribution by the Company to or onoatt of the Senior Debt.

Section 12.5 Provisions Solely to Define He@Rights.

The provisions of this Article Xkre and are intended solely for the purpose ofhdefithe relative rights of the Holders of the Séms
on the one hand and the holders of Senior Debh@wther hand. Nothing contained in this Articld il elsewhere in this Indenture or in the
Securities is intended to or shall (a) impair, asMeen the Company and the Holders of the Secgritie obligations of the Company, which
are absolute and unconditional, to pay to the Hsldéthe Securities the principal of and any premand interest (including any Additional

63




Interest) on the Securities as and when the saaleb&itome due and payable in accordance with theirs, (b) affect the relative rights
against the Company of the Holders of the Secsréi@ creditors of the Company other than thetsign relation to the holders of Senior
Debt or (c) prevent the Trustee or any Holder frarcising all remedies otherwise permitted by igpple law upon default under this
Indenture, including filing and voting claims inyaRroceeding, subject to the rights, if any, urttier Article Xll of the holders of Senior De
to receive cash, property and securities otherpas@ble or deliverable to the Trustee or such Holde

Section 12.6 Trustee to Effectuate Subordimati

Each Holder of a Security by his, her or tseptance thereof authorizes and directs the Teustéhis, her or its behalf to take such action
as may be necessary or appropriate to acknowledgieatuate the subordination provided in thisidet XIl and appoints the Trustee his,
or its attorney-in-fact for any and all such pugms

Section 12.7 No Waiver of Subordination Primns.

(a) No right of any present or future holdéany Senior Debt to enforce subordination as Ingpedvided shall at any time in any way be
prejudiced or impaired by any act or failure to @ctthe part of the Company or by any act or failar act, in good faith, by any such holder,
or by any noncompliance by the Company with theggprovisions and covenants of this Indentureandigss of any knowledge thereof that
any such holder may have or be otherwise chargtd wi

(b) Without in any way limiting the generalib§ paragraph (a) of this Section 12 fhe holders of Senior Debt may, at any time aathftc
time, without the consent of or notice to the Teasbr the Holders of the Securities, without inicgrresponsibility to such Holders of the
Securities and without impairing or releasing thbardination provided in this Article Xidr the obligations hereunder of such Holders of the
Securities to the holders of Senior Debt, do arsy @nmore of the following: (i) change the manmdace or terms of payment or extend the
time of payment of, or renew or alter, Senior Debttherwise amend or supplement in any manneioSEBebt or any instrument evidenci
the same or any agreement under which Senior Behttstanding, (ii) sell, exchange, release orretise deal with any property pledged,
mortgaged or otherwise securing Senior Debt, r@iéase any Person liable in any manner for thengay of Senior Debt and (iv) exercise or
refrain from exercising any rights against the Campand any other Person.

Section 12.8 Notice to Trustee

(a) The Company shall give prompt written cetio a Responsible Officer of the Trustee of @ty known to the Company that would
prohibit the making of any payment to or by thestee in respect of the Securities. Notwithstandliregprovisions of this Article Xlor any
other provision of this Indenture, the Trustee Ishal be charged with knowledge of the existencerof facts that would prohibit the making
of any payment to or by the Trustee in respechef3ecurities, unless and until a Responsible &ffif the Trustee shall have received
written notice thereof from the Company or a holoeSenior Debt or from any trustee,
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agent or representative therefor; providéaiat if the Trustee shall not have received thice provided for in this Section 12a8least two
Business Days prior to the date upon which by ¢nes hereof any monies may become payable for arpope (including, the payment of
the principal of and any premium on or interestl{iding any Additional Interest) on any Securityjen, anything herein contained to the
contrary notwithstanding, the Trustee shall haviepiower and authority to receive such monies andpply the same to the purpose for
which they were received and shall not be affebtedny notice to the contrary that may be recelwed within two Business Days prior to
such date.

(b) The Trustee shall be entitled to rely loa delivery to it of a written notice by a Persepresenting himself, herself or itself to be a
holder of Senior Debt (or a trustee, agent, remitasige or attorney-in-fact therefor) to establibht such notice has been given by a holder of
Senior Debt (or a trustee, agent, representatiattomey-in-fact therefor). In the event that Thastee determines in good faith that further
evidence is required with respect to the rightrof Rerson as a holder of Senior Debt to participatey payment or distribution pursuant to
this Article XlI , the Trustee may request such Person to furnisieese to the reasonable satisfaction of the Teusseto the amount of
Senior Debt held by such Person, the extent tolwhirch Person is entitled to participate in sughmgnt or distribution and any other facts
pertinent to the rights of such Person under thigche Xl , and if such evidence is not furnished, the Trustay defer any payment to such
Person pending judicial determination as to thbtraf such Person to receive such payment.

Section 12.9 Reliance on Judicial Order ottilemte of Liquidating Agent

Upon any payment or distribution of assetefCompany referred to in this Article Xlthe Trustee and the Holders of the Securities
shall be entitled to conclusively rely upon anyesrdr decree entered by any court of competergdigtion in which such Proceeding is
pending, or a certificate of the trustee in bankeypreceiver, liquidating trustee, custodian, gisseé for the benefit of creditors, agent or other
Person making such payment or distribution, deéigleo the Trustee or to the Holders of Securif@sthe purpose of ascertaining the Per:
entitled to participate in such payment or disttita, the holders of the Senior Debt and other lel@ness of the Company, the amount
thereof or payable thereon, the amount or amouwitsqr distributed thereon and all other factsipertt thereto or to this Article XlI

Section 12.10 Trustee Not Fiduciary for Ho&lef Senior Debt

The Trustee, in its capacity as trustee utidsrindenture, shall not be deemed to owe anycfaty duty to the holders of Senior Debt and
shall not be liable to any such holders if it sliigood faith mistakenly pay over or distributeHolders of Securities or to the Company or to
any other Person cash, property or securities fohwdmy holders of Senior Debt shall be entitled/tsfue of this Article Xllor otherwise.

Section 12.11 Rights of Trustee as Holderasfi& Debt; Preservation of TrustedRights.

The Trustee in its individual capacity shadldntitled to all the rights set forth in this A&té& Xl with respect to any Senior Debt that ma
any time be held by it, to the same extent
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as any other holder of Senior Debt, and nothinidig Indenture shall deprive the Trustee of anitsofights as such holder.
Section 12.12 Article Applicable to Paying Ade.

If at any time any Paying Agent other thanThastee shall have been appointed by the Compadhya then acting hereunder, the term “
Truste€” as used in this Article Xishall in such case (unless the context otherwiggires) be construed as extending to and incluslirod
Paying Agent within its meaning as fully for altémts and purposes as if such Paying Agent weredamthis_Article Xllin addition to or ir
place of the Trustee; providethat Sections 12.8nd_12.11shall not apply to the Company or any Affiliatetb& Company if the Company or
such Affiliate acts as Paying Agent.

ARTICLE Xl
DEFEASANCE
Section 13.1 Defeasance and Discharge

Upon the exercise of the option provide&ection 10.50(bby a Holder of the Securities as a result of theeip of a Change-in-
Control Election on or prior to June 30, 2011, &wvédnthis Section 13.dpplied to the Outstanding Securities, the Comystuayl, within thirty
(30) days following its receipt of the Change-inn@ol Election satisfy the conditions set forthSaction 13.2 The Company shall be
deemed to have been discharged from its obligatidtiisrespect to the Outstanding Securities asigealin this Section 13.4n and after th
date the conditions set forth in the Section ¥e2satisfied (hereinafter called “Defeasance”).this purpose, such Defeasance means that
the Company shall be deemed to have paid and dgmthdéhe entire indebtedness represented by thetadiding Securities and to have
satisfied all of its other obligations under the@#ies and this Indenture insofar as the Seasritire concerned (and the Trustee, upon w
request and at the expense of the Company, steatliex proper instruments acknowledging the sarab)est to the following, which shall
survive until otherwise terminated or dischargecebader (1) the rights of Holders of the Securiteeseceive, solely from the trust fund
described in Section 13ghd as more fully set forth in such Section 1,33yments in respect of the principal of, premiifrany, and intere
on the Securities when payments are due, (2) timep@oy’s obligations with respect to the Securitieder Sections 2.43.5, 3.6, and 10.2
(3) the rights, powers, trusts, duties and immanibf the Trustee hereunder and (4) this Articlié XI

Section 13.2 Conditions to Defeasance

The following shall be the conditionsagaplication of Section 131b the Outstanding Securities:

(1) The Company shall irrevocably havpatited or caused to be deposited with the Trysteanother trustee that satisfies the
requirements contemplated by Section#hil agree to comply with the provisions of thisiédet XIll applicable to it) as trust funds in
trust for the purpose of making the following payrse specifically pledged as security for, and datdid solely to, the benefit of the
Holders of Outstanding
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Securities, (A) money in an amount in Dollars, @)vernment Obligations that through the schedusament of principal and interest
respect thereof in accordance with their terms pvilivide, not later than one day before the due daany payment, money in an amount
in Dollars, or (C) a combination thereof, in eaelse sufficient, in the opinion of a nationally rgnzed firm of independent public
accountants expressed in a written certificati@rebf delivered to the Trustee, to pay and disehaagd which shall be applied by the
Trustee (or any such other qualifying Trustee)ag and discharge, one hundred percent (100%) giriheipal amount of the Securities
on June 30, 2011 (the “ Defeasance Maturity Dgdleis interest on the Securities due and payablthe Interest Payment Dates
occurring prior to and including the Defeasancewvigt Date and Breakage Costs, if any, less Brealgins, if any, in accordance with
the terms of this Indenture and the Securities.

(2) Such Defeasance shall not cause thstde to have a conflicting interest within theamiag of the Trust Indenture Act.

(3) Such Defeasance shall not resuliénttust arising from such deposit constitutindiamestment company” within the meaning
of the Investment Company Act of 1940, unless sug$t shall be qualified or exempt from regulatibareunder.

(4) The Company shall have deliverecheoTrustee an Officers’ Certificate and an Opirebiounsel, each stating that all
conditions precedent with respect to such Defeashage been complied with.

Section 13.3 Deposited Money and U.S. Goventr@bligations to be Held in Trust: Other Miscekanis Provisions

Subject to the provisions of Section {€)2all money and Government Obligations (including proceeds thereof) deposited with the
Trustee or other qualifying trustee (solely formses of this Section 13aBd Section 13.4the Trustee and any such other trustee are
referred to collectively as the * Trust&epursuant to Section 13i8 respect of the Securities shall be held in teust applied by the Trustee,
in accordance with the provisions of the Securitied this Indenture, to the payment, either diyemtithrough any such Paying Agent
(including the Company acting as its own Paying iyas the Trustee may determine, to the HoldetkeSecurities, of all sums due and to
become due thereon in respect of principal, premifiemy, and interest, but money so held in tnestd not be segregated from other funds
except to the extent required by law.

The Company shall pay and indemnify thestee against any tax, fee or other charge imposex assessed against the Government
Obligations deposited pursuant to Section 18.the principal and interest received in respleetaof other than any such tax, fee or other
charge that by law is for the account of the HadarOutstanding Securities.

Anything in this Article Xllito the contrary notwithstanding, the Trustee stialiiver or pay to the Company from time to time po
Company Request any money or Government Obligatieftsby it as provided in Section 13vih respect to the Securities that,
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in the opinion of a nationally recognized firm aflependent public accountants expressed in a watgification thereof delivered to the
Trustee, are in excess of the amount thereof thatdithen be required to be deposited to effe@anvalent Defeasance with respect to the
Securities.

Section 13.4 Reinstatement

If the Trustee or the Paying Agent ishlaao apply any money in accordance with this detiXlll with respect to the Securities by
reason of any order or judgment of any court oregpmental authority enjoining, restraining or otkise prohibiting such application, then
the Companys obligations under this Indenture and the Seesrighall be revived and reinstated as though nositepad occurred pursuant
this Article XIII with respect to Securities until such time as thesiee or Paying Agent is permitted to apply alheyheld in trust pursuant
to Section 13.3vith respect to the Securities in accordance vhith Article XIII ; provided, however, that if the Company makes @eyyment
of principal of, premium, if any, or interest onyaBecurity following the reinstatement of its olalitpns, the Company shall be subrogated to
the rights of the Holders of Securities to receiueh payment from the money so held in trust.

[signature page follows]
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IN WITNESS WHEREOF, the parties hereto hawgsed this Junior Subordinated Indenture to be dxécuted as of the day and year
above written.

COMSTOCK HOMEBUILDING COMPANIES, INC.
By: /s/ Bruce Labovitz

Name: Bruce Labovitz
Title: Chief Financial Officer

WELLS FARGO BANK, N.A., as Trustee

By: /s/ Tracy Mclamb
Name: Tracy Mclamb
Title:  Vice President




Schedule /

DETERMINATION OF LIBOR

With respect to the Securities, the Londoeriénk offered rate (* LIBOR) shall be determined by the Calculation Agenaatordance
with the following provisions (in each case roundedhe nearest .000001%):

(1) On the second LIBOR Business Day (as definéoWgeprior to an Interest Payment Date occurringrathe expiration of the Fixed Rate
Period (each such day, a “ LIBOR Determination DgteIBOR for any given security shall for the follving interest payment period equal
the rate, as obtained by the Calculation Agent fBloomberg Financial Markets Commaodities News,thoee (3)-month Eurodollar deposits
that appears on Dow Jones Telerate Page 3750f{aediin the International Swaps and Derivativesdgation, Inc. 2000 Interest Rate and
Currency Exchange Definitions, as the same mayrended from time to time), or such other page asmglace such Page 3750 (as any
such replacement may be amended from time to tiasedf 11:00 A.M. (London time) on such LIBOR Detération Date.

(2) If, on any LIBOR Determination Date, such rdtees not appear on Dow Jones Telerate Page 3&&@loother page as may replace such
Page 3750, the Calculation Agent shall determieeatithmetic mean of the offered quotations ofRlieéerence Banks (as defined below) to
leading banks in the London interbank market foe¢h(3)-month Eurodollar deposits in an amountrdateed by the Calculation Agent by
reference to requests for quotations as of apprabeiy 11:00 A.M. (London time) on the LIBOR Detenation Date made by the Calculati
Agent to the Reference Banks. If, on any LIBOR Draiaation Date, at least two of the Reference Bamkside such quotations, LIBOR
shall equal such arithmetic mean of such quotatibnen any LIBOR Determination Date, only onename of the Reference Banks provide
such quotations, LIBOR shall be deemed to be titleraetic mean of the offered quotations that legdianks in the City of New York
selected by the Calculation Agent are quoting @rdievant LIBOR Determination Date for three §8)nth Eurodollar deposits in an amo
determined by the Calculation Agent by referencenéoprincipal London offices of leading bankstie London interbank market; provided
that if the Calculation Agent is required but isable to determine a rate in accordance with at kaaes of the procedures provided above or
adequate and fair means do not exist for ascemtathie applicable interest rate on the basis st &bove (due to changes arising in the
interbank Eurocurrency market or otherwise), thenSecurities shall not bear interest in respetiBOR but shall instead bear interest with
reference to a floating rate equal to the Base Ratelefined below).

(3) As used herein: “ Reference Barikaeans four (4) major banks in the London intefbararket selected by the Calculation Agent; “
LIBOR Business Day means a day on which commercial banks are opebusiness (including dealings in foreign exchaage foreign
currency deposits) in London; the “ Base Rab& any day shall equal the greater of the aritficrmaean of (i) the “ prime ratéfor dollar
denominated loans quoted by leading banks in thed@iNew York selected by the Calculation Agend &ii) the Federal Funds Rate (as
defined below) plus 0.50% per annum; and the “ Fddeunds Rat& on any day equals the rate per annum equal tavthighted average
(rounded upwards to the nearest 0.000001) of tieeormovernight federal funds transactions with rners of the Federal Reserve System
only arranged by federal funds brokers, as publisteof such day by the Federal Reserve Bank of K.
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FORM OF OFFICER'’S FINANCIAL CERTIFICATE

The undersigned, tH€HIEF FINANCIAL OFFICER/TREASURER/ASSISTANT TREASU RER/ SECRETARY/ASSISTANT
SECRETARY, CHAIRMAN/VICE CHAIRMAN/CHIEF EXECUTIVE O FFICER/ PRESIDENT/VICE PRESIDENT] of Comstock
Homebuilding Companies, Inc. (the * Compdhyereby certifies, pursuant to Section 7.3(byhaf Junior Subordinated Indenture, dated as of
May 4, 2006 (the “ Indentur®, between the Company and Wells Fargo Bank, Na& trustee, that, as @ATE], [YEAR] , the Company, i
applicable, and its subsidiaries had the followiatips and balances:

As of [QUARTERLY/ANNUAL FINANCIAL DATE], [YEAR]
Senior secured indebtedness for borrowed mc“Debt”)
Senior unsecured De

Subordinated Det

Total Debt

¥ o2 & &
|

Ratio of (x) senior secured and unsecured Debt)ttofal Debt —%

[FOR FISCAL YEAR END: Attached hereto are the audited consolidated financial statements (including thbalance sheet, income
statement and statement of cash flows, and notesetteto, together with the report of the independenticcountants thereon) of the
Company and its consolidated subsidiaries for thehree (3) years ended [DATE], [YEAR].]

[FOR FISCAL QUARTER END: Attached hereto are the unaudited consolidated and consolidating financial stements (including the
balance sheet and income statement) of the Compaayd its consolidated subsidiaries for the fiscal carter ended [DATE], [YEAR].]

The financial statements fairly present in all matgespects, in accordance with U.S. generalbepted accounting principles (* GAAF,
the financial position of the Company and its cdidsted subsidiaries, and the results of operatamtschanges in financial condition as of
the date, and for tHQUARTER] [YEAR] endedDATE], [YEAR] , and such financial statements have been prefpagetordance with
GAAP consistently applied throughout the periodoired (expect as otherwise noted therein).

Exhibit A-2




There has been no monetary default with reédpeany indebtedness owed by the Company and/sultsidiaries (other than those defz
cured within thirty (30) days of the occurrencele same)except as set forth below:]

Attached hereto is a current organizationakthf the Company and its subsidiaries as of #ie Hereof.

IN WITNESS WHEREOF, the undersigned has exatthis Officer’'s Financial Certificate as of thixAY] day of[MONTH], [YEAR] .
COMSTOCK HOMEBUILDING COMPANIES, INC

By:

Name

Title:

Comstock Homebuilding Companies, i
11465 Sunset Hills Roe

Suite 51C

Reston, Virginia 2019

(703)88:-1700
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FORM OF
OFFICERS’ CERTIFICATE
PURSUANT TO SECTION 10.3

Pursuant to Section 10.3 of the Junior Sulbaitéd Indenture, dated as of May 4, 2006 (as neatjiSupplemented or amended from time
to time, the “ Indentur® among Comstock Homebuilding Companies, Inc. edalvare corporation (the * Compatjyand Wells Fargo Ban
N.A., as Trustee, each of the undersigned herettifies that, to the knowledge of the undersigrted, Company is not in default in t
performance or observance of any of the terms,igians and conditions of the Indenture (withoutanefto any period of grace or

requirement of notice provided under the Indenttoejhe fiscal period ending DATE], [YEAR] [, except as follows: SPECIFY EACH
SUCH DEFAULT AND THE NATURE AND STATUS THEREOF].

Capitalized terms used herein, and not otlerdefined herein, have the respective meaninggnaskthereto in the Indenture.

[signatures page follows]
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IN WITNESS WHEREOF, the undersigned have executedQfficers’ Certificate as JDATE], [YEAR].

By:

Name

Title: [Must be the CHIEF EXECUTIVE OFFICER, the PRESIDENT or a
SENIOR VICE PRESIDENT] of Comstock Homebuilding Companies,
Inc.

By:

Name

Title: [Must be the CHIEF FINANCIAL OFFICER, the CHIEF
ACCOUNTING OFFICER, the TREASURER or an ASSISTANT
TREASURER] of Comstock Homebuilding Companies, i
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Exhibit 10.3

CREDIT AGREEMENT
among
WACHOVIA BANK, NATIONAL ASSOCIATION (“Lender”)
and

COMSTOCK HOMEBUILDING COMPANIES, INC.
(“Borrower”)

joined in by
CAPITOL HOMES INC. and COMSTOCK WESEL, L.L.C.

(Collectively, “Guarantor”)

FOR $40,000,000 SENIOR SECURED REVOLVING CREDIT FAQLITY




TABLE OF CONTENTS

Page

ARTICLE 1 DEFINITIONS AND REFERENCE TERM 1
ARTICLE 2 DESCRIPTION OF FACILITY 6
2.01 Facility 6

2.02 Additional Provisions Related to Principal, Intérasd Cost: 7

2.0 Revolving Credit Featur 9

2.04 Commitment Fe 9

2.0t Conditions Precede! 9
ARTICLE 3 ADVANCE CONDITIONS 12
3.01 Procedures for Advanci 12

3.02 Repayment of Advance 12

3.0 Advance Rate 13

3.04 Borrowing Base Availability 13

3.0¢ Partial Release 15

3.0¢€ Periodic Appraisal 15
ARTICLE 4 REPRESENTATIONS AND WARRANTIE: 15
4.01 Good Standing 15

4.02 Authority and Complianc 15

4.0z Binding Agreemen 15

4.04 Litigation 16

4.0t No Conflicting Agreement 16

4.0¢€ Ownership of Asset 16

4.07 Financial Statemen 16

4.0¢ Place of Busines 16

4.0¢ Environmental Matter 16

4.1C Federal Reserve Regulatic 16

4.11 Consents, Etc 17

4.1z Governmental Authorizatior 17

4.1:3 Title to Propertie: 17

4.14 Solvent 17

4.1t Intent and Effect of Transactiol 17

4.1¢€ Incorporation of Representations and Warrar 17

4.17 Material Contract: 18

4.1¢ Use of Proceec 18

4.1¢ Tax Returns and Payme 18

4.2C Investment Company Act of 19« 18

4.21 Management and Other Agreeme 18
ARTICLE 5 AFFIRMATIVE COVENANTS 18
5.01 Financial Statements and Other Informat 18

5.0z Financial Covenani 19

5.0¢ Restrictions on Investme 20

5.04 Restrictions on Liabilitie: 20

5.0t Existence and Compliant 20

5.0¢€ Adverse Conditions or Even 20

5.07 Taxes and Other Obligatiol 20

5.0¢ Maintenance 20

5.0¢ Notification 21

5.1C Organizational Structur 21




5.11 Observe All Laws

5.12 Governmental License

5.1 Compliance with Law:

5.14  Visitation Rights

5.1  Payment of Indebtedne

5.1€ Subordinatior

5.17 Notice of Defaull

5.1¢ Interstate Land Sales Full Disclosure

ARTICLE 6 NEGATIVE COVENANTS

6.01 Character of Busine:

6.0z  Additional Negative Covenan
ARTICLE 7 DEFAULT
ARTICLE 8 REMEDIES UPON DEFAUL1

ARTICLE 9 JOINDER INTO DECLARATIONS

9.01 Consent to Master Association Declarations, Eas&sraard Plat

ARTICLE 10 NOTICES
ARTICLE 11 COSTS, EXPENSES AND ATTORNE" FEES

ARTICLE 12 MISCELLANEOUS
12.01  Cumulative Rights and No Implied Waiv
12.0z  Applicable Law
12.0:  Amendmen
12.0¢  Documents
12.0t  Partial Invalidity
12.0¢  Indemnification
12.07  Survivability
12.0¢  Course of Dealini
12.0¢  Successors and Assig
12.1C  Net Payment
12.11  Further Assurance
12.12  Resurrection of Borrow’s Indebtednes
12.1:  Equitable Relie
12.1¢  Multiple Borrowers
12.1t Identification of Lende
12.1¢  Broker's Commissiot
12.1%  No Usurious Amount
12.1¢  Approvals
12.1¢ Documentary and Intangible Tax
12.2(  Confidentiality
12.21  USA Patriot Act Notice
12.2:  Counterparts; Effective Da

ARTICLE 13 AMBIGUITY OR CONFLICT
ARTICLE 14 JURISDICTION, SERVICE OF PROCE!
ARTICLE 15 NO ORAL AGREEMENT

ARTICLE 16 WAIVER OF JURY TRIAL

21
21
21
21
21
21
22
22

22
22
22

23

24

25
25

25

26

26
26
26
26
26
26
27
27
27
27

28
28
28
28
28
28
28

29
29
29
29
29
30
30

30




16.01  Waiver of Jury Tria

Index to Schedules

Schedule /£ Borrowing Base Certificat
Schedule E Certificate of Complianc
Schedule (€ Request for Advanc

Schedule On Advance Rate

30




CREDIT AGREEMENT

THIS CREDIT AGREEMENT (the “Agreement”) is dated as of , 2006, between Lender and Borrower joined into by
Guarantor and to be joined into from time to tinyeglach Future Guarantor.

Lender has agreed to extend a senior secavetving credit facility to Borrower and Borroweafagreed to accept the proceeds there
up to the principal amount of Forty Million Dolla¢$40,000,000) on a revolving basis (the “Facilifydn the terms and conditions set forth in
this Agreement.

For good and valuable consideration, the pe@id sufficiency of which each of the partiesramkledges, and intending to be legally
bound, the parties agree as follows:

ARTICLE 1
DEFINITIONS AND REFERENCE TERMS
In addition to any other terms defined in thigeement, the following terms shall have the negsindicated below:

Accounting Terms. All accounting terms not specifically defined oesfiied in this Agreement shall have the meanireyzegally
attributed to them under generally accepted acaogiprinciples (“GAAP "), as in effect from time to time, consistentlypdipd.

Advance.An advance of Facility proceeds to or for the be#redfBorrower subject to the terms and conditiohshis Agreement.

Amenities. With respect to a particular project, the improvatedo be constructed on common areas, such ameatmonuments,
landscaping and recreational facilities.

Authorized Signatory. Christopher Clemente.
Borrower. Comstock Homebuilding Companies, Inc., a Delawarparation.

Borrowing Base.All Lender-approved Projects existing from timetitoe as specified in the Borrowing Base Certificapproved by
Lender.

Borrowing Base Certificate. The certificate attached & hedule A, which shall be delivered from Borrower to Lenéfem time to
time under this Agreement.

Borrowing Base Availability. The amount available under the Facility from tirog¢itne, as determined undgection 3.04.

Borrowing Base Maximum Eligibility. The amount that would be available under the Rgdilom time to time, as determined under
Section 3.04put assuming 100% completion of LUD and Units.

Borrowing Date. The date on which an Advance is made.

Budgeted Project Cost.The actual cost incurred to purchase Projects atalroall required governmental approvals plusdbst to be
incurred on the total approved budget, includingdtests of labor, materials, land improvements gAities, utility installation and other
work to be performed and Project related soft c(sisvey costs, permit fees, insurance, impact ieésrest, overhead and professional fees)
in connection with the construction and completiéthe improvements in substantial compliance whth construction plans and
specifications, all as approved by Lender.




Business DayA day that is not a Saturday, Sunday or a day aciwilbender is closed pursuant to authorizationeguirement of law.
Closing. The date that this Agreement and the other Loarubeats are executed and delivered by the parties.

Collateral Pool. All Projects comprising the Borrowing Base as sfiediin the Borrowing Base Certificate as approlegd_ender
from time to time.

Commitment. Lender’'s commitment to make Advances to Borrowetauthe Commitment Amount.

Commitment Amount. The aggregate principal amount of Advances whiahdee shall make available and is permitted to be
outstanding at any one time under the Facilityapdrty Million Dollars ($40,000,000).

Contingent Liability. Without reference to the Indebtedness as to angoRe(a) any guaranty obligation of that Persoul, @) any
direct or indirect recourse obligation or liabiligontingent or otherwise, of that Person: (i) tiatato any letter of credit, bond or similar
instrument issued for the account of that Persdorowhich that Person is otherwise liable for reiumsement, (ii) to purchase any materials,
supplies or other property from, or to obtain thevies of, another Person if the relevant conwacther related document or obligation
requires that payment for those materials, suppliegher property, or for those services, shaliaele if delivery of those materials, supplies
or other property is not made or tendered, or éneices are never performed or tendered or (idyined pursuant to any interest rate swap or
similar agreement. The amount of any Contingenbility shall be deemed equal to the maximum anditgd liability in respect thereof as
determined by Lender in its sole discretion. Caydim Liabilities will be computed at the amount eHiin light of all the facts and
circumstances existing at a given time, represietamount that can reasonably be expected to laomctual or matured liability.

Debt Service.During the relevant accounting period: (a) intepest (whether expensed or capitalized); plus€uired principal
payments on any debt of Borrower excluding any lwmm principal payments at maturity.

Deed of Trust.Individually and collectively, the Deed of Trust (dortgage, as applicable), Security Agreementkindncing
Statement encumbering each Project executed by®err Guarantor or a Future Guarantor in favor efider which secures the Note and
any sums advanced by Lender pursuant to this Ageator the other Loan Documents. Future Guarastoal from time to time, at Land
Closings, execute Deeds of Trust in favor of Lers#muring their applicable Guarantees.

Default. Any event or condition which, with the giving oftie® or the passage of time or both, would becomB&nt of Default.

Default Rate. Four percent (4%) per annum above the then cumégrest Rate under the Note, not to exceed theestghon-usurious
interest rate permitted by law.

Development AgreementAny agreement between Borrower, Guarantor and amtyr& Guarantors, if applicable and any
governmental or quasi-governmental entity or aflityytompany or authority relating to a Project.

Dollars and/or the symbol $.Lawful money of the United States of America.

2




Effective Tangible Net Worth. Total assets minus Senior Liabilities. For purpasfeis computation, the aggregate amount of any
intangible assets of Borrower including withoutiiation, goodwill, franchises, licenses, patentgdémarks, trade names, copyrights, service
marks, and brand names, shall be subtracted frtahassets.

Entitled Land. Land owned by Borrower, Guarantor or a Future Gutarahat is to be acquired or held for future degment that is
zoned to allow for the development of single-famégidential Lots, and that does not meet the difivs of Land Under Development or
Finished Lots.

Event of Default. The meaning set forth iArticle 7.

Facility. The extension of credit (whether through Advancegtters of credit) made by Lender to Borrowerguant to the terms and
conditions of this Agreement and the other Loanuoents.

Financing StatementsThe UCC-1 financing statements (including fixtuiten§s), amendments and continuations in favor efnder
with respect to any Project. Borrower, Guarantat any Future Guarantor authorize Lender to fileRlmancing Statements.

Finished Lots.Any Lot (A) with respect to which all off-site armh-site infrastructure improvements (other thaalfpaving) have
been completed, including: (i) all utilities (wateewer and electric) being installed to the Lotsbonded for completion); and (ii) all
conditions to subdivision approval imposed by thpli@able governmental authorities being satist@mdoonded for completion) so that a
building permit for a Unit can be obtained, and I@)ated in a subdivision approved by Lender. Ursidasections (A)(i) and (ii) above, the
bonding must be acceptable to Lender in its digmmet

Future Guarantors. The Facility shall require the joint and severatamditional guarantees (theSuarantees”) of any fee simple
owners (other than Borrower) of any real propedgtex to the Collateral Pool Future Guarantors ”) for the payment and performance of
all obligations of Borrower to Lender under the iligc Each Future Guarantor shall acknowledge upracution of its Guarantee at a Land
Closing that it is solvent, it is receiving equieat value in return for guaranteeing the obligatiohBorrower and the Guarantee does not
violate any lending restrictions imposed on theuFaiiGuarantor by a third party.

Guarantor. Capitol Homes Inc. and Comstock Wesel, L.L.C.,flgiand severally, with the guaranty of the Indelotess and
Obligations of Borrower owed to Lender under thgrdement and the other Loan Documents executecdubya@tor as of Closing
collectively referred to as theGuaranty. ” The term “Guarantor$hall apply to either Capitol Homes Inc. or Comkt@éesel, L.L.C. or bot|
as applicable in this Agreement.

Hazardous Materials. All materials defined as hazardous or biohazardeastes or substances under any local, state oraflede
environmental laws, rules or regulations, and petno, petroleum products, oil and asbestos.

IndebtednessAll obligations now or in the future owed to Lendsr Borrower under the terms of the Note, this Agnent or the
other Loan Documents, together with all interestraing thereon, all fees, all costs of collectiatiprneys’ fees and expenses of or advances
by Lender which Lender pays or incurs in discharbebligations of Borrower, whether the amountsrayes due or in the future become due,
direct or indirect and whether the amounts dudrara time to time reduced or extinguished and thites re-incurred.

Land Closing. Those times during the Term of the Facility whesl mroperty (each a Project) becomes encumberédedyen and
operation of the Deed of Trust.




Land Under Development or LUD.Land acquired by Borrower, Guarantor or a Futurar@ator which is (A) zoned for its intended
use, (B) has a preliminary plan approval (or itsieglent) by the appropriate governmental authesith the jurisdiction in which the land is
located, (C) is under development as determineldeoygler, meaning that it is expected, in Lenslsole discretion, to commence developn
work within ninety (90) days and (D) is expectedBiyrrower, and by Lender in its sole discretionbé&developed into Finished Lots within
36 months of admittance to the Borrowing Base aBLU

Liquidation Proceeds.All amounts received by Lender in the exercisehefrights and remedies under the Loan Documenthi¢iimg
upon foreclosure of the Deed of Trust and/or raditim on the Financing Statements), but not incigdiither: (a) any amount bid at a
foreclosure sale by a Lender or otherwise crediteBlorrower in any deed-in-lieu of foreclosure omiar transaction or (b) any breakage
amount due to Borrower under any Swap agreemesttthié acceleration of the Facility, which breakag®munt may be retained by Lender
and applied toward Lender’s portion of the Advanites outstanding after the application of all Lidgation Proceeds.

Loan Documents.This Agreement, the Note, the Deed of Trust, Fimem&tatements, and all other documents executétan
delivered by Borrower, Guarantor or a Future Guiaraor any third party in connection with the Fayil

Lot. Any single-family residential lot, or building sifer a residential condominium or townhome buildifgated in a Project
approved by Lender and (A) created pursuant tdyaréaorded plat or (B) if allowed under applicablébdivision laws or ordinances,
described by metes and bounds description in dasdmlatted tracts.

Material Adverse Effect. A material adverse effect (as determined in Lersdsole discretion) upon: (i) the business, assptxating
ability or condition (financial or otherwise) of Bower taken as a whole, Guarantor or any Futurar&ior; or (ii) the ability of Borrower,
Guarantor and any Future Guarantor to repay the@timins or other Indebtedness or otherwise perfobiigations under the Loan
Documents.

Maturity Date. May ___, 2009, at which time the entire outstangirigcipal balance of the Note plus all accruedaidjnterest and
all other fees and amounts for which Borrower igatbed to pay under this Agreement and the otleamLDocuments shall be due and
payable by Borrower to Lender. Borrower shall htheeright, upon written notice given to Lender aolier than one hundred twenty
(120) days and no later than sixty (60) days pgodhe annual anniversary date of this Facilityreguest that the Maturity Date be extended
for one (1) year, but the extension shall be suh@tenders approval (in its sole discretion). If Borroweildgo extend the Maturity Date,
provided above, Lender shall not permit (i) theitidid of Entitled Land, LUD or Finished Lots intbe Facility, or (ii) the addition of any
Units into the Facility from the date that is sB) (nonths prior to the Maturity Date.

Model Units. Any Unit which is not a Sold Unit and which is Ided on a Lot intended to be used as a model os sifiee to conduct
the business of marketing and selling Units.

Note. The promissory note of Borrower payable to Lendehe stated principal amount of $40,000,000.

Obligations. The performance obligations of Borrower, Guaraatwl any Future Guarantor created under this Agretarel the othe
Loan Documents, including any expenses incurreddmder to cure any non-performance by Borrower,r@utar or any Future Guarantor,
whether primary or secondary, absolute or contihgéirect or indirect, sole, joint or several, sestior unsecured, due or to become due,
contractual or tortious, arising by operation af lar otherwise, or now or in the future, existiagd whether incurred by Borrower, Guaral
or any Future Guarantor as principal, surety, eselpiguarantor, accommodation party or otherwisguding principal, interest, fees, late
charges and expenses, including reasonable atwreeg. Obligations shall also include, the
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obligation of Borrower to pay the Indebtedness tedobligations of Borrower in favor of Lender (& affiliates) now or in the future,
existing or arising under Swap agreements (as el@fim 11 U.S.C. §101).

Permitted Liabilities. (a) The indebtedness under the Facility; (b) noroparating liabilities such as trade accounts piyatzcrued
expenses, taxes payable, lease obligations, custepesits and estimated cost to complete; (c)beisement obligations under surety
bonds; (d) monies owed pursuant to the terms ofSamgp that is contracted by Borrower with respedhe Facility; and (e) liabilities
associated with financings other than the Fadititthe Borrower's real estate business, includimighout limitation,acquisition of land,
Finished Lots or for-sale residential housing depeients.

Person.Any natural person, entity, corporation, limitealility partnership or company, unincorporated argation, trust, joint-stock
company, joint venture, association, company, eastmnip or government, or any agency or politicéidvision of any government.

Project. The real property and improvements located theveunh constitute Lender-approved Land Under Develept or a Lender-
approved group of Finished Lots. Each Project dfmkkncumbered by a Deed of Trust and Financingi@ents and shall collectively
constitute the Collateral Pool and/or the BorrowBase.

Secured Debt.The aggregate amount of all liabilities of Borrona&s determined in accordance with Accounting Tethat are
supported by a mortgage, pledge of collateral tleerlien, including those for which a creditor hias right to pursue specific pledged
property upon default.

Senior Liabilities. The sum of Total Liabilities, including capitalizézhses and all reserves for deferred taxes armat déferred sums
appearing on the liabilities side of a balance she@ccordance with generally accepted accourgiimgciples applied on a consistent basis,
excluding debt fully subordinated to Bank on teams conditions acceptable to Bank and FIN 46 items.

Sold Units. A Unit, located on a Lot, which is subject to aidabona-fide contract of sale that: (a) is withuammelated third-party
purchaser, for fair market value; (b) providesdarash deposit of at least $1,000.00; and (c) gesvior construction completion and closing
within 12 months from the contract execution date.

Solvent. With respect to any Person on a particular datdé@)air value of the assets of the Person istgrélaan the total amount of
liabilities, including Contingent Liabilities, ohe Person, (ii) the present fair saleable valub@fissets of the Person is not less than the
amount that will be required to pay the probatdbility of the Person on its debts as they becobselate and matured, (iii) the Person is i
to realize upon its assets and pay its debts dret babilities, Contingent Liabilities and othesmamitments as they mature in the normal
course of business, (iv) the Person does not interehd does not believe that it will, incur debtdiabilities beyond the Person’s ability to
pay as the debts and liabilities mature, and (@)Rhrson is not engaged in business or a transaatid is not about to engage in business
transaction, for which the Person’s property warddstitute unreasonably small capital after givilng consideration to the prevailing
practice in the industry in which the Person isaayegl.

Speculative Condos/TownhomedAny Unit that is subject to a common ownership megjiand that is part of a newly constructed four
story or less wood frame building(s) and Lenderddhsanced funds for the construction of the fouiedadr slab for that Unit. Speculative
Condos/Townhomes specifically excludes any rentediominiums or townhomes.

Speculative Units.Any Unit, located on a Lot, that is not a Sold UMiodel Unit or Speculative Condo/Townhome and legrttas
advanced funds for the construction of the fourwtatir slab for that Unit.
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Submission PackageAny information required by Lender in its sole detion in order to add a proposed Project intoBbaowing
Base. This would include, but not be limited t9: garchase contract; (b) appraisal; (c) environmlestudy; and (d) title, platting and
entitlement status.

Tangible Net Worth. Total Net Tangible Assets less Total Liabilitiesldess those assets qualified on the Borrower'arua sheet as
“obligations to real estate not owned” or a simdasignation. Total Net Tangible Assets means TAdakts less any Intangible Assets. Total
Assets means the sum of the Borrower’s assetsrduand noncurrent, as shown on Borrower's balaheet prepared in accordance with
GAAP. Intangible Assets means all nonphysical, {imed legal rights, entitiements, competitive adteyes and goodwill developed or
acquired by Borrower and shown on Borrower’s autlitalance sheet as one or more noncurrent assatsandance with GAAP, including
patents, trademarks, trade names, licenses anavjbod

Term. The period during which the Facility is scheduledbé outstanding, commencing as of Closing andngnain the Maturity Date.

Total Liabilities. (a) All liabilities shown on Borrower's balance sén accordance with Accounting Terms and FASBriprietation
No. 46, excluding accounts payables in the normatse of business; (b) all outstanding loan balsuassociated with obligations for whi
Borrower is responsible, but which are not showrmBorrower’s balance sheet; (c) the principal amairatll surety bonds, letters of credit
and/or tri-party agreements whether presenteddgmgnt or not but excluding performance relatehillizes for which payment has not been
demanded by the beneficiary and for which reimbmesg by Borrower has not been made; (d) net ligdsliunder interest rate swaps or cap
agreements; (e) any liabilities of partnershipgott ventures that should be included in accoréamith FIN 46 other than as qualified on the
Borrower’s balance sheet as “obligations to retdtesnot owned” or a similar designation; and (fy aonoption related purchase agreeme
for which Borrower is obligated to pay at a futdiae.

Unit. A single family residential house, condominium @vhhome, whether completed or under constructiehlecated within a
Project.

Unsubordinated Total Liabilities. All Total Liabilities, other than those Total Lidities which are expressly and unconditionally
subordinate to the Facility as determined by Lemalés sole discretion.

ARTICLE 2
DESCRIPTION OF FACILITY

2.01 Facility .

(a)Obligation to Make Advances. Subject to the terms and conditions of this Agremtimieender will make Advances to Borrower in
an aggregate amount not to exceed the lessertbe(Borrowing Base Availability or (ii) the Commient Amount (less the amount of
Lender’s letters of credit issued under this Agreeth Borrower’s obligation to repay the Facilisyavidenced by the Note. Borrower may
draw up to $40,000,000.00 from time to time onahang basis to finance (i) land acquisition, (e purchase of Finished Lots, (iii) the
development of land into Finished Lots, and (i ttonstruction of single-family residential Units Binished Lots. If all conditions for
Advances are met and subject to the other termsamditions of this Agreement, Lender will make Aadees to Borrower or disburse to tt
parties as Borrower may direct and Lender may agprcommencing on the date of this Agreement antiraaing until the Maturity Date.

(b)Security for Facility . As security for the payment and performance ofitidebtedness and Obligations of Borrower to Lender
under the Loan Documents, Borrower has delivered




to Lender the Deed of Trust and Financing Statesnemtumbering the Projects comprising the Collafwal. Borrower grants to Lender a
continuing security interest in all personal prapeaf Borrower, now or in the future, in the possiea of Lender, as security for the payment
of the Note and any other liabilities of Borroweisang under the other Loan Documents, which séginterest shall be enforceable as if the
property were specifically pledged under this Agneat excluding any swap agreements (as defined 10.%.C. 801) to Lender or any of i
affiliates.

(c)interest Rate . Advances outstanding under the Note (principal)l dear interest at the interest rate set fortthanNote (“Interest
Rate”), subject to the conditions and limitatioesi@ined in this Agreement and in the Note.

(d)Termination of Facility . The Facility shall terminate at the close of busg:00 p.m.) on the day prior to the Maturity @©ahles
Lender has exercised its demand right or therd haé sooner occurred an Event of Default undsrAlyreement, in which event Lender
may immediately accelerate the Facility withoubprotice to Borrower; in any event, that, notwittmgling the foregoing, this Agreement
shall continue in full force and effect until thél@ations are paid in full and the Facility hagbderminated.

2.02 Additional Provisions Related to Principal, Iterest and Costs

(a)increased Costs If, due to one or more of: (i) the introductionanfy applicable law or regulation or any changéaitterpretatio
or application of any law or regulation by any apgible governmental authority; or (ii) the comptarwith any guideline or request from any
governmental authority, there shall be an incréasiee cost to Lender of agreeing to, issuing atipi@ating in letters of credit, including
changes which affect or would affect the amourtagfital or reserves required or expected to be taiaigd by Lender, or any corporation
controlling Lender, with respect to any portiortliE Facility, then Borrower, from time to time,ah on written demand by Lender, pay
Lender additional amounts sufficient to indemnigrnider against the increased cost. A certificate #se amount of the increased cost ant
reason for that increase submitted to Borrower &yder, in the absence of manifest error, shalonelasive and binding for all purposes.

(b)Payments Net of TaxesAll payments and prepayments of principal and edeunder the Note shall be made net of any taxes a
costs resulting from having principal outstandivigthout limiting the generality of the precedingligation, taxes shall include illustrations
the taxes and costs, the withholding of amountsaees, of any nature whatsoever including incoemeise, interest equalization taxes (other
than United States or state income taxes), asaselll levies, imposts, duties or fees whether imo@xistence or as the result of a change
promulgation of any treaty, statute, regulationnterpretation thereof or any directive guidelinreotherwise by a central bank or fiscal
authority (whether or not having the force of law)a change in the basis of, or the time of payrmérhose taxes or other amounts resulting
therefrom.

(c)Repayment of Principal and Interest. Commencing on the 10th day of June, 2006, and mainty on the 10th day of each
succeeding month until the Maturity Date (each Payment Date”), interest only on the outstanding principal advangeder the Note bas
on the Interest Rate shall be due and payablaéae by Borrower to Lender.

(d)Prepayment. Subject to the terms and conditions of this Agresnaed the other Loan Documents, Borrower may prépa Note
at any time. Any prepayment shall include accrusdi @npaid interest to the date of prepayment omptimeipal amount prepaid and all other
sums due and payable under the Note. Any prepaysiatitnot affect Borrower’s obligation to continoeaking payments under any swap
agreement (as defined in 11 U.S.C. §101), whicl sdraain in full force and effect notwithstandipgepayment, subject to the terms of the
swap agreement.

(e)Application of Payments. Each payment or prepayment, if any, made undeltte shall be applied to pay late charges, accrued
and unpaid interest, principal, escrows (if anyyd a




any other fees, costs and expenses which Borr@aadsligated to pay under the Note, in the orddreasier may elect from time to time in its
sole discretion.

(fLate Charge. If any installment of principal or interest requdre® be made by Borrower under the Note shall raieleeived by
Lender within fifteen (15) days of when due, thesri®wer shall pay to Lender, without further demaamdhte charge of five percent (5%) of
the delinquent payment. The foregoing right isddition to, and not in limitation of, any other hig which Lender may have upon
Borrower’s failure to make timely payment of anyamt due.

(g)Default Rate . Any payment of principal or interest or both notdaavhen due shall itself bear interest on the pai@and interest
amount of the payment at the Default Rate, comnmgnen the due date until payment, maturity or tbeuorence of an Event of Default.
After the maturity of the Note or the occurrencanfEvent of Default, interest shall accrue ondhtire outstanding balance of principal at
Default Rate.

(h)Letters of Credit Sub-limit Under the Facility . At Borrower’s request, Lender may issue lettersretlit (subject to compliance
with Lender’s standard procedures for issuancettéis of credit and in form and substance satisfiado Lender) if required by a
governmental authority or utility or as requiredden Borrower’s purchase contract to secure Borraaadligations under a Development
Agreement and to secure the performance of imprewsrbenefiting a Project Work ") (collectively referred to as Letters of Credit "),
but the aggregate amount of all Letters of Credistanding shall not exceed $1,000,000 at anyiome (' Letters of Credit Sub-Limit ),
and the aggregate amount of all Letters of Cragigtanding and all outstanding Advances shall Ro¢ed the Commitment Amount.

All cost estimates for the Work aubject to an acceptable review by a third-pantyineer or Lender’s in-house engineer prior to
the issuance of any Letters of Credit. Each Lett&Zredit shall be reduced from time to time as\Werk is completed with the consent of the
beneficiary thereof. Letters of Credit shall be gmed by Borrowing Base Availability. Any amountgby Lender under Letters of Credit
shall be treated for all purposes as an Advance.

When a Letter of Credit is reguliy (a) Borrower shall execute an Application ample®ment For Irrevocable Standby Letter of
Credit; (b) the Letter of Credit will be deemed e by the Deed of Trust and Financing Statememdsguaranteed by Guarantor and any
applicable Future Guarantor; (c) the Letter of @rsldall have an expiration date no later than ve&€lL2) months (with annual renewal
options upon payment of a renewal fee), or suchratipiration date as the Lender may agree; (dsanys paid by Lender under the Lette
Credit shall initially accrue interest at the It Rate and that sum, together with accrued stieskall be repaid by Borrower within two
(2) days from receipt of notice from Lender that ttetter of Credit (or portions thereof) have bpaid; (e) if the Letter of Credit is paid (and
not repaid by Borrower as provided immediately af)pthen the payment may be deemed by Lender afaaldby Borrower under the
Facility and interest shall commence to accrueheraimount of the payment at the Default Rate; Briti€ Deed of Trust shall not be relea
until all Letter of Credit are returned to Lendettloe Letter of Credit are cash secured. Borrowatl pay to Lender a fee of the greater of (i)
$500.00 or (ii) one percent (1.00%) of the face am@f a Letter of Credit for each new Letter o€@it and $150.00 for each automatic
renewal of a Letter of Credit, the initial fee pbigupon issuance and the renewal fee upon eaelwatn

(i)Swap. Lender (or its affiliate) will offer Borrower an pprtunity to hedge the floating interest expensgeurthe Note by entering
into an interest rate swap (the “Swapt) or after Closing. If Borrower chooses to obthi@ Swap from Lender (or its affiliate), then Bamey
shall execute documentation required by Lendeitgaffiliate), including the ISDA Master Agreemehender reserves the right not to
release any portion of the Collateral Pool whilaBwer’s obligations under the ISDA Master Agreetm@amain unsatisfied if Lender
determines it is not adequately secured. If Borrost@oses to obtain the Swap from Lender, the @éddust and all other security
documents securing the Note shall also secure Rer's obligation under the ISDA Master Agreemerd any
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amounts due and payable by Borrower under the Swelpding early termination payments. Any paymesttall include amounts payable in
connection with the disposition of any collatenatembered by the Deed of Trust and other secudityichents. Additionally, Borrower’s
attorney shall furnish an opinion of counsel relgtio those documents in substantially the sanma foovided by Lender or alternatively st
provide appropriate corporate resolutions.

2.03 Revolving Credit Feature. The outstanding balance of the Facility may inoeesrsd decrease from time to time, and Advances
thereunder may be borrowed, repaid and reborrolugidhe total of Advances outstanding at any ome tinder the Facility shall never
exceed the lesser of (i) the Borrowing Base Avdlitgtor (ii) the Commitment Amount. Borrower shathmediately pay to Lender any
amount by which the Facility exceeds the Commitnfenbunt.

2.04_Commitment Fee Borrower shall pay to Lender an annual commitmeat(f Commitment Fee”) equal to 25 basis points (.25%)
of the Commitment Amount, with the first (1st) pagmh of the Commitment Fee due at Closing and ealosbegjuent payment of the
Commitment Fee due at the succeeding annual asaives of Closing. Beginning on théttlay of the 13"month after Closing, if the
average amount of principal outstanding under theelis less than $20,000,000, as determined bydremra quarterly basis by averaging
the amount of principal outstanding under the Nwotéhe 1stday of each month in each applicable quarter, ¢hean-use fee of 0.15% (*
Non-Use Fe€) will be charged to Borrower on the differenceavween the average amount of principal outstandimtguthe Note and
$20,000,000. The quarterly average will be caleddieginning with the 18, 14thand 15" month’s outstanding principal balance under the
Note.

2.05 Conditions Precedent The obligation of Lender to make the Advances asde Letters of Credit under the Facility is subjeche
following additional conditions:

(a)No Default. As of the date of this Agreement, and at the datsaoh Advance and Letter of Credit after givinfgef to the Advanc
and Letter of Credit, Borrower, Gurantor and eastufe Guarantor shall have observed and perforihéidedr respective obligations under
the Loan Documents, all warranties of Borrower, ntor and each Future Guarantor in the Loan Doaotsrshall be true and correct in all
material respects, and no Default or Event of Diefhall have occurred and be continuing.

(b)Opinions of Counsel. As of the date of this Agreement and as of eachll@nsing, Lender shall have received from coufwel
Borrower, Guarantor and any Future Guarantor, @asdise may be, an opinion addressed to Lendesrfimdnd substance satisfactory to
Lender).

(c)Loan Documents. As of the date of this Agreement and each Landi@dpsll of the Loan Documents shall have been etestby
Borrower, Guarantor and any Future Guarantor, @asdise may be, and delivered to Lender.

(d)Appraisal . An independent appraisal or evaluation for eacljeletan form and substance acceptable to Lendewistgp (i) standar
floor plan appraisals or evaluations on each fldan constructed, if applicable and required bydssn(ii) Subdivision appraisal or
evaluation on typical Lots, including values of ljpsemiums; and (iii) acquisition and developmempgarty value including bulk value and
“as is” valuations. The “appraised value” for Uniteans the sum of the value from the applicabler fidan appraisal plus the value of the
typical Lot within the subdivision plus any applita premium value placed upon that Lot. MAI appatsswill be required for: Entitled Land,
LUD, and for bulk purchases of Finished Lots, agiieed by Lender. Lender will require an annual teaappraisal or evaluation for all
Finished Lots and Model Units. However, copiesemfent HUD-1 statements for each model type maybstiguted for obtaining new
appraisals annually. Borrower shall pay all apmiaigsts.

(e)Environmental Assessment If required by Lender, a Phase | environmental sssent or other required environmental assessmer
on all Entitled Land, LUD and otherwise as




determined by Lender in its sole discretion, ardkogd, at Borrower’s expense, from an environmeantglneering company acceptable to
Lender, assessing the environmental condition aentified to Lender. For Finished Lots, the Enviremtal Assessment may be as to the
overall acreage from which the Finished Lots oiégdl. Lender may require additional environmeme¢stigations, including a Phase |l
environmental assessment, which additional worl sbastitute a part of the Environmental Assessimieender shall have the right to reject
any Project if the Environmental Assessment digdanvironmental concerns as determined by Lendés sole discretion. Borrower,
Guarantor and any Future Guarantor shall execut&fadavit and Indemnity of Mortgagor and GuaraniRegarding Hazardous Waste or
Toxic Materials at each Land Closing.

(HTitle Insurance and Survey. A mortgagee title insurance commitment with all @sgéments requested by Lender and otherwise
acceptable to Lender in its sole discretion (tAé&fe Commitment ") in the initial amount of $ (policy increases
will be required as Projects are added to the iBgodovering each Project from a title companye(tiTitle Company ") that is acceptable to
Lender (subject to any reinsurance requirementeoéier). Lender is to be named as the insured mgety The Deed of Trust must consti
a perfected, first lien with no other financialigof record. There are to be no exceptions ottar turrent year’s taxes not yet due and
payable and those approved by Lender in writingsiisole discretion. No secondary financing shalbbowed without the Lender’s written
consent. The title insurance, searches and suegrements of Lender have been provided to Bomrgothie terms of which are incorporated
in this Agreement by reference. As required by lesnd non-expiring mortgagee title insurance paokcip be submitted to Lender naming
Lender as insured mortgagee (thdlicy ”). All exceptions to the Policy are subject to tygproval of Lender. No Notice of Contract under
NCGS844A-23 or equivalent shall be filed prior to theddl of Trust. Prior to a Project being includethia Collateral Pool, Borrower must
furnish a survey and a surveyor’s certificate inaxdance with Lender’s survey requirements andesiildp Lendess approval (i) reflecting a
matters shown on the Title Commitment and (ii)ified to Lender, the Title Company and any titleeag The Lender’s form of surveyor’s
certificate has been provided to Borrower, the geafwhich are incorporated in this Agreement Hgnence.

(g)lnsurance . Original or duplicate policies of insurance or ende of insurance on an ACORD 27 (in the caseajqaty insurance)
or ACORD 25 (in the case of liability insurancejrfoof certificate (satisfactory to Lender), eaclihva term of not less than one year and in
effect as of the date of this Agreement as follofiysbuilders’ all-risk extended coverage insurafren-reporting Completed Value with
Special Cause of Loss form) in amounts based ondhmleted replacement value of the improvemenislifding roads, foundations, parki
areas, paths, walkways and like improvements), isedioto provide that occupancy by any person sioalNoid the coverage and naming
Lender (and its successors and assigns) as theiegts may appear, as the first mortgagee unstandard Mortgagee endorsement clause;
(i) upon completion of construction of each Uwitl-Risk fire and extended coverage hazard insuegnon-reporting Commercial Property
Policy with Special Cause of Loss form) coveringttbinit in an aggregate amount not less than 1008tecagreed upon full insurable
replacement value of that Unit, and naming Lenderits successors and assigns as their interestappear, as the first mortgagee under a
standard mortgagee endorsement clause; (iii) cdmpsve general public liability insurance of ade$5,000,000 covering injury and
damage to persons and property with limits accéptabl ender and naming Lender (and its successusassigns) as their interests may
appear, as an additional insured; (iv) if the aggtlle real property is located within a speciabfidvazard area as identified by the Secreta
Housing and Urban Development under the NationabdéIinsurance Reform Act of 1994, flood insuramcthe amount equal to the lesser of
(A) the agreed upon full insurable replacement@alfieach Unit (less any value attributable toapplicable real property), or if agreed to in
writing by Lender (B) the maximum available amotimbugh the Federal Flood Insurance Program, andngal.ender (and its successors
and assigns) as their interests may appear, dsghmortgagee under a standard mortgagee endergestause; (v) insurance which comp
with the workers’ compensation and employers’ ligblaws of all states in which the Projects asedted and, if required by Lender, such
other states as Borrower is required to maintasnriance; and (vi) other insurance as Lender mayireein amounts and with carriers
satisfactory to Lender.
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Each policy or certificate shalflicate Lendes address as Wachovia Bank, National Associatiurince Department, P.O. E
700308, Dallas, TX 75370. In addition, each insaeapolicy or certificate shall include a provisitbrat the policy will not be cancelled,
altered or in any way limited in coverage or readlteamount unless Lender is notified of same iitimg at least thirty (30) days prior to
cancellation or change. Each insurance policy lvéllvritten on forms as are acceptable to Lendendiyrance companies authorized or
licensed to do business in North Carolina havind\lired M. Best Company, Inc. rating of “A-" or higr and a financial size category of not
less than IX, and which companies are otherwiseptable to Lender.

The above insurance requiremarag be satisfied by appropriate endorsements tarkét policy covering the Projects and other
property.

(h)Flood Zone Certification . If the applicable Unit to be included in the Cadliatl Pool is located in an area that has beenifiehas
a Special Flood Hazard Area as that term is uséteiiNational Flood Insurance Reform Act of 199dod insurance shall be required.

(i)Organizational Documents. Copies of the organizational documents of Borrov&rarantor and each Future Guarantor.

())Governmental Permits. Prior to adding any Project to the Collateral P&alfrower must submit evidence satisfactory to lesnd
that the Project has received zoning approvalsnaaster site plan approval consistent with the ieeiresidential development, including
compliance with any applicable comprehensive laselplan. All governmental approvals must be legadljd and remain in full force and
effect throughout the term of the Facility. If amgproval or permit is invalidated, rescinded ompsusled, then Lender may exclude the Pri
from the Collateral Pool during the period that amyalidation, rescission or suspension continues.

(NOther Documents. Other documents, instruments, certificates andiop@as Lender or Lender’s counsel may reasonaljyire.

(m)Supporting Documents and Other Conditions Lender shall have received a certificate from Baeg Guarantor and each Fut
Guarantor, as the case may be, in the form attaas®dhedule B(“Certificate of Compliance”) as of the date of kadvance or Letter of
Credit.

(n)Litigation . There shall be no order, injunction, decree, judgnoe verdict prohibiting or restraining Lenderrnanaking Advances
or issuing Letters of Credit, or Borrower, Guarardpany Future Guarantor from performing its Oltigns as of the date of each Advance or
Letter of Credit.

(o)Documents. This Agreement and the other necessary Loan Doctsmneust be simultaneously executed and deliveréenaler as
of the date of this Agreement. At each Land Closihg applicable Guarantor or Future Guarantod gxalcute a Guaranty (if Future
Guarantor), Deed of Trust and other Loan Documast®quired by Lender and Borrower shall execigd ttan Documents required by
Lender.

(p)Subordination to Loan . Except as may otherwise be specifically providethenLoan Documents, all loans to Borrower, Guames
and/or any Future Guarantor from any parties invaay related to or affiliated with Borrower, Guatanor any Future Guarantor (including,
without limitation, trustees, beneficiaries, shanelers, and partners of Borrower, Guarantor or Feu@uarantor), if applicable, shall be
subordinated to the Facility.

(q)Inspections. Inspections may be made by Lender, solely for g#reekit of Lender, at the expense of Borrower, stitije the
following: (i) Lender may inspect up to approximgt&5% of all Units each quarter; and (ii) inspeas of Land Under Development may be
made by Lender to
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coincide with each of Borrower’s requests for arvéace; however, Lender may inspect Land Under [gwveént on a quarterly basis at a
minimum. If Unit inspections reveal material diffeces from the percentage of work completed agifihon the most recently submitted
Borrowing Base Certificate, then Lender may eleatdnduct additional inspections of up to 100%Ibbaits at the expense of Borrower. In
addition, Lender may inspect any asset at Borravexpense at the time a proposed asset is addeel Borrowing Base.

ARTICLE 3
ADVANCE CONDITIONS

3.01 Procedures for AdvancesAny request for an Advance must be received iningiby Lender prior to 11:00 a.m. North Carolina
Time on a Business Day which is five (5) Busineay®prior to the Borrowing Date. If each of theesthonditions precedent to the Advance
have been satisfied, then the Advance will be abé&l prior to 2:00 p.m. North Carolina Time on Barrowing Date. Unless Lender is
notified otherwise by Borrower in a signed writiftgm an Authorized Signatory which is accepted agebed to by Lender, Lender shall
cause the amount of any Advance requested by Berrambe paid to the credit of Borrower's accouithwender approved by Lender.
Advances shall be limited to no more than two @) mponth.

(a) All requests for Advances shall béhie form attached &chedule C(* Request for Advance’ or “ Advance Request). Any
notice delivered or given by Borrower to Lendepesvided shall be irrevocable and binding on Boowpon receipt by Lender.

(b) All Advances by Lender, whether ot imoexcess of the Commitment Amount, shall be @ared part of the Indebtedness unde
Note and shall bear interest as provided in theeN®brrower shall not request and Lender will moisider requests for Advances after
Maturity Date.

(c)Borrowing Base Compliance. At any time the outstanding principal balance @f Eacility (including outstanding Letters of Cré«
exceeds the Borrowing Base Availability on the nresently submitted Borrowing Base Certificate, ®arer will have fifteen (15) days
(without notice from Lender) from the date the Boving Base Certificate was delivered to either:ni@ke a principal payment in an amount
that restores compliance; or (b) deliver a new Being Base Certificate that demonstrates compliavitde the then current outstanding
principal balance. No new Advances will be madeetters of Credit issued during the time period Boerowing Base is not in compliance.
The business records of Lender shall be conclusve the date and amount of any Advance and aymeat or prepayment of interest or
principal, absent manifest error.

3.02 Repayment of AdvancesAll funds paid to Lender under the Facility shadl jpaid to Lender in Dollars at its office set fopilow ot
any other office in the United States as Lender designate, in actually and finally collected feddunds or equivalent and shall be deemed
paid only if received by Lender on or before 2:0&p(North Carolina local time) on the date wher.ddayments shall not be deemed made
or received until they are received by Lender asally and finally collected federal funds or ecalent. If any payment is received after 2:00
p.m. (North Carolina local time) on any BusinesyDhen it shall, for the purposes of determiniinget of payment under this Agreement as
between Borrower and Lender only, be treated asved on the next following Business Day; but, tinat treatment shall not postpone the
time of receipt for any other purpose or computgtguch as preference periods applicable to batdyrdigws, or dates relative to priority
between creditors. Payments shall be directed tal¢eat the following address:
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Wachovia Bank, NA

Commercial Loan Payment Center
PO Box 2715

Winston-Salem, NC 27102-2715

The outstanding principal balance untlerNote as of any day shall be the outstandingjpdh balance as of the beginning of the day
(exclusive of interest), plus any Advances madédtfat day, and less any payments of principal teddb the account on that day.

3.03 Advance Rates The Facility shall be subject to the advance rabesvn onSchedule One

3.04 Borrowing Base Availability. Borrowing Base Availability will be based on a Baowing Base Certificate, acceptable to Lender,
prepared by and submitted by Borrower on a mortibbis. The Borrowing Base Certificate will recajpPabjects in the Borrowing Base and
will provide specific component breakdowns by daltal type and on a per Lot and per Unit basiggicable, to determine aggregate
Borrowing Base Availability based on the AdvanceeRashown oiBchedule One

(a) Borrowing Base Availability for:

(i) Entitled Land is based on #pplicable Advance Rate multiplied by the lesdefa) the appraised value, or (b) the actual costs
incurred for purchase of the Entitled Land. The &dse Rate for Entitled Land applies only to Entitleand with entitlements (i.e., applicable
zoning is in place and all utilities are expected¢ available at the time the Entitled Land ibeadeveloped). The Advance Rate for any
Entitled Land asset owned more than one year wiltdro, except to the extent it has been convéstednd Under Development or Finished
Lots.

(i) Land Under Development wittiProjects is based on the applicable Advance Ratgplied by the lesser of: (a) the appraised
value of Lots to be developed on that Land Underdi@pment, or (b) the Budgeted Project Cost. Angd_Binder Development asset owned
more than 36 months shall be excluded from thed®dng Base Availability, except to the extent ishzen converted to Finished Lots.

(iii) Speculative Condos/Townh@n®lodel Units, Speculative Units, Sold Units ancighed Lots are based on the applicable
Advance Rate multiplied by the lesser of: (a) hawslts for the acquisition of those Finished Lotd eonstruction of the Unit to be construc
on said Finished Lots, as approved by Lender h®appraised or evaluated value, or (c) the puechese of that Unit or Lot plus Budgeted
Project Cost, as applicable. The maximum time &shked Lot may remain in the Borrowing Base as RiaisLot is 18 months. The maximi
time a Sold Unit may remain in the Borrowing Basea&old Unit is 12 months. The maximum time a Bja¢iwe Unit may remain in the
Borrowing Base as a Speculative Unit is 18 mornifhg maximum time a Model Unit may remain in the iaring Base as a Model Unit is
60 months. The maximum time a Speculative Condofifmne may remain in the Borrowing Base as a Spteoal@ondo/Townhome is
15 months.

(b) The Advance Rates for certain categoof assets change over time as shown underghmy Alimination portion of
Schedule Ong and subject to the following additional provisson

. Aging Elimination on Entitled Land begins on tihete the Entitled Land is admitted to the Borrow&se, and resets when the
Entitled Land becomes LUL

. Aging Elimination on LUD begins when the LUD fisnters the Land Under Development category, asets when LUD becomes
Finished Lots
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. Aging Elimination on a Finished Lot resets whike Finished Lot becomes a Speculative Condo/Towehadfodel, Speculative or
Sold Unit.

. Aging Elimination on a Speculative Condo/Townhgi@peculative Unit or Sold Unit begins when thetlmadded to the Borrowing
Base as a Speculative Condo/Townhome, Speculatiiteot)Sold Unit, and does not reset when a Spéeal&ondo/Townhome or
Speculative Unit becomes a Sold Ui

For purposes of “Aging Elimination”, Projeese deemed to enter into the Borrowing Base omwrltiseéng date for each Project.

(c) Borrowing Base Certificate cost datial and Under Development and Sold Units must jpeatied at least quarterly. Borrowing
Base Certificate cost data for Finished Lots, Sjaime Condos/Townhomes, Model Units and Specugdtinits must be updated at least
monthly.

(d) Collateral that remains in a BorrogviBase category longer than the maximum time pethivill be excluded from Borrowing
Base Availability and Lender will agree to releéisat Collateral from the Deed of Trust, providea). jo Default or Event of Default exists;
and (b) Borrower is in compliance under its mosereg Borrowing Base Certificate without that Cadlat.

(e) Borrowing Base Limitations:

(i) Model Units and Speculativaitd may not exceed 65% of the principal amounstaumiding under the Note designated by
Lender for Units. A Unit may not remain in the Boning Base longer than 36 months.

(i) Entitled Land, LUD and Fihisd Lots may not exceed the greater of (i) 50%hefdrincipal amount outstanding under the 1
or (ii) $20,000,000.

(iii) Entitled Land may not excke£0% of the principal amount outstanding underNbée.

() Borrower shall deliver to Lender alfsuission Package with all relevant information amning a proposed Project. A proposed
Project will be added to the Borrowing Base astieatiLand, Land Under Development, Finished Lo &ilative Condos/Townhomes,
Model Units, Speculative Units or Sold Units, uslesjected by Lender as provided in the next seetdrender must notify Borrower in
writing of its decision to reject a proposed Proj&ithin thirty (30) days of receiving a completetnission Package; provided, Lender not
responding within the above timeframe shall be d=kmejection of the proposed Project. Regarding €aoject added to the Borrowing
Base, Borrower, Guarantor or the Future Guararatiimg title to the added Project (as the case b&gyshall execute and deliver at each
Land Closing the following: documents as deeme@ssary to encumber the added Project by a firstifyrideed of trust lien and a first
priority collateral assignment of all presentlysgitig and future sales contracts, constructioigectural and engineering contracts relatir
the added Project and all presently existing amaréudevelopmental approvals, density allocatitars] development, building permits, util
agreements and any concurrency exemptions relttitiee added Project as well as a first lien ségiumterest in all documents, books
records, computer disks and other personal propeldying solely to the added Project. Projects dlwanot conform to the conditions above
may be admitted to the Borrowing Base, but onhhwlite approval of Lender in its sole discretion.

(9) A Project may remain in the BorrowiBgse only so long as it continues to qualify astied Land, Land Under Development,
Finished Lots, Model Units, Speculative Condos/Thames, Speculative Units or Sold Units.
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3.05 Partial ReleasesWithin seven (7) Business Days from receipt by larfdom Borrower of a letter detailing which Lotdnits or
parcels of land and other related encumbered aslsetdd be released in the ordinary course of legsin_ender will release (or confirm to
Borrower in writing that Lender will release) thdsets, Units or land parcels from the Facility, yided that:

(a) There is no Default or Event of Déffaand

(b) No more than fifteen percent (15%ps$ets in the Borrowing Base may be releasedriarghly cycle unless: (i) Borrower pays
down the portion of the outstanding balance ofRiaeility associated with the released Lots andindlsuch that outstanding Advances after
the pay-down do not exceed the Borrowing Base Atdity; or (ii) Borrower submits to Lender a newoBowing Base Certificate that
demonstrates Borrower remains in compliance.

Borrower, at its cost, shall prepare andish to Lender the documentation for the relsaaad shall pay Lender’s third party costs
incurred in connection with the releases, includiegsonable attorneys’ fees.

3.06 Periodic Appraisals. In addition to the initial appraisals required un8ection 2.05(d) Lender may, as often as Lender shall deem
necessary, obtain appraisals of any or all of tlogets prepared by an appraisal firm or firms e@mogy Lender and ordered by Lender. The
appraisals shall be at the expense of Borroweoif@ver is in default under this Agreement or ahthe other Loan Documents.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES

In order to induce Lender to enter into thigdement, Borrower, Guarantor and each Future @taréas the case may be) make the
following representations and warranties, all ofchkbshall survive the execution and delivery of dpplicable Loan Documents. The
representations and warranties shall be deemed asaofethe date of this Agreement and as of the dfaany Advance by Lender to Borro
or the issuance of any Letters of Credit for theoaat of Borrower as to the following in respecBafrrower or the issuance of any Letters of
Credit for the account of Borrower, Guarantor ¢iudure Guarantor (as the case may be):

4.01 Good Standing Borrower, Guarantor and each Future Guarantor &agd”erson constituting a part of Borrower, Guanaat any
Future Guarantor that is a corporation or limitedtpership or limited liability company) is dulyganized, validly existing and in good
standing under the laws of its state of incorporatind/or formation and have the power and authtibwn its property and to carry on its
respective business in each jurisdiction in whtatoies business.

4.02 Authority and Compliance. Borrower, Guarantor and each Future Guarantor fidvpower and authority to execute and deliver
the Loan Documents and to incur and perform thiggatibns provided in the Loan Documents, all of ethhave been duly authorized by all
proper and necessary action of the appropriaterggebody of Borrower, Guarantor and each Futunar@ntor. No consent or approval of
any public authority or other third party is regudras a condition to the validity of any Loan Doeumty and Borrower, Guarantor and each
Future Guarantor are in compliance in all mategapects with all laws and regulatory requirements.

4.03 Binding Agreement. This Agreement and the other Loan Documents exdduteBorrower, Guarantor and each Future Guarantor
constitute the valid and legally binding Obligasasf Borrower, Guarantor and each Future Guaraatdorceable in accordance with their
terms. The execution, delivery and performance byd@ver, Guarantor and each Future Guarantor of ¢tz Documents will not violate
any indenture, agreement or other instrument tekvBiorrower, Guarantor or
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each Future Guarantor is a party or by which dary of its property is bound, or be in conflict yitesult in a breach of or constitute a def
under any indenture, agreement or other instrunoemgsult in the creation or imposition of anynlieharge or encumbrance of any nature
whatsoever on any of its property or assets, exagpbntemplated by the provisions of the Loan Duenis.

4.04 Litigation . There is no proceeding involving Borrower, Guaramatoeach Future Guarantor pending or, to the kadgg of
Borrower, Guarantor or Future Guarantor, threatdrefdre any court or governmental authority, agesrcgrbitration authority, that
materially and adversely affects Borrower’s abitityrepay the loan, except as disclosed to Lenderiting and acknowledged by Lender
prior to the date of this Agreement.

4.05 No Conflicting Agreements There is no charter, bylaw, stock provision, shalddér agreement, trust agreement or other document
pertaining to the organization, power or authooiftyBorrower, Guarantor or Future Guarantor and mwigion of any existing agreement,
mortgage, deed of trust, indenture or contractibmdn Borrower, Guarantor or Future Guarantorffecéing any of their respective
properties, which would conflict with or in any wayevent the execution, delivery or carrying outreff terms of this Agreement and the o
Loan Documents.

4.06 Ownership of AssetsBorrower, Guarantor and any Future Guarantorsh@sase may be) have good title to the Projects
constituting the Collateral Pool.

4.07 Financial Statements The financial statements of Borrower delivered émdler fairly present the financial condition of Baver as
of the date of delivery of each financial statenteritender, and there has been no Material Adveffeet in the financial condition or
operations since the financial statements furnisgbddnder at Closing. All factual information fished by Borrower to Lender in connect
with this Agreement and the other Loan Documengis will be accurate and complete in all mategapects on the date as of which the
information is delivered to Lender and is not arill mot be incomplete in any material respect by timission of any material fact necessary
to make the information not misleading. All finaglcprojections represent the best estimate of éuimancial performance and those
assumptions are reasonable and believed by Borrmaer fair in light of current business conditions

4.08 Place of BusinessAs of the date of this Agreement, the chief exegutiffice and business address of Borrower is 1Blfiset
Hills Road, Reston, Virginia 20190. Borrower shaitify Lender in writing of any address changedater than thirty (30) days prior to the
change.

4.09 Environmental Matters . Except as disclosed in writing to the Lender, theduct of business operations by Borrower, Guaranto
and each Future Guarantor do not and will not woémy federal laws, rules or ordinances for emirental protection, regulations of the
Environmental Protection Agency and any applicéddal or state law, rule, regulation or rule of coon law and any judicial interpretation
thereof relating primarily to the environment oradedous Materials. Neither Borrower, nor Guarantor,any Future Guarantor shall use or
permit any other party to use any Hazardous Mdseaieor upon a Project except those materialseameidental to Borrower’s or Future
Guarantor’s normal course of business, maintenandeaepairs and which are handled in complianchk alltapplicable environmental laws.

4.10 Federal Reserve Reqgulations

(a) Borrower is not engaged principatly as one of Borrower’s important activities, i thusiness of extending credit for the purpose
of purchasing or carrying margin stock (within theaning of Regulation U of the Board of Governdrthe Federal Reserve System of the
United States);

(b) no part of the Advances or Letter€oddit shall be used to purchase or carry any matgck or to extend credit to others for the
purpose of purchasing or carrying any margin stackt
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(c) no part of the Advances or Letter&ofdit shall be used for any purpose that violaiesvhich is inconsistent with, the provisions
of Regulation T, U or X of said Board of Governors.

4.11 Consents, EtcNo consent, approval, authorization of, or regti&irg declaration or filing with, any governmengaithority (federal,
state or local, domestic or foreign) is required@¢amnection with the execution or delivery by Beves, Guarantor or any Future Guarantor of
the Loan Documents or the performance of or compéawith the Loan Documents.

4.12 Governmental Authorizations. Except for development approvals and building perta be obtained by Borrower, Guarantor or
any of the Future Guarantors in the ordinary coofdeusiness, all authorizations, consents, appsplieenses, and permits required under
applicable law or regulation for the ownership pertion of the property owned or operated by Beerp Guarantor or any Future Guarantor
or for the conduct of the business in which Borrgv@uarantor or any Future Guarantor are engageel een duly issued (or if not issued,
the failure to have obtained same are of an imnstesture and would not have a Material Adverse&fon Borrower, Guarantor or any
Future Guarantor) and are in full force and eftead neither Borrower, nor Guarantor nor any Fu@uarantor is in default under any order,
decree, rule and regulation, closing agreementt@ralecision or instrument of any Governmentalhuty, which default could reasonably
be expected to have a Material Adverse Effect.

4.13 Title to Properties. Borrower, Guarantor and any Future Guarantor, @agdlse may be, shall have good and marketabléléetot
all real property, and good and marketable titlalt@ther property (including leases) and assfteated in the financial statements delivered
to Lender or purported to have been acquired bydar, Guarantor or Future Guarantor subsequethiatodate, except as disclosed in said
financial statements, and except as to the proper@gsets sold or otherwise disposed of by Bomrp&aarantor and any Future Guarantor
subsequent to that date in the ordinary courseisinless. All of the property and assets of any kihBorrower, Guarantor and Future
Guarantor are free from any liens, except as otiseraet forth on their financial statement deliget@ Lender. As to any Projects comprising
the Collateral Pool, there shall be no secondaniting without the prior written approval of Lende

4.14 Solvent Each of Borrower, Guarantor and each Future Guardstand after having given effect to all Indeltess incurred in
connection with the Facility, will be Solvent.

4.15 Intent and Effect of Transactions This Agreement and the transactions contemplatéiisnrAgreement (a) are not made or incu
with intent to hinder, delay or defraud any pertmwhom Borrower, Guarantor or any Future Guarah&s been, is now, or may in the fut
become indebted; (b) do not render Borrower, Guaran any Future Guarantor insolvent nor is Boowsuarantor or Future Guarantor
insolvent on the date of this Agreement; (c) doleate Borrower, Guarantor or Future Guarantor wittunreasonably small capital with
which to engage in its business or in any busipessansaction in which it intends to engage; afjdate not entered into with the intent to
incur, or with the belief that Borrower, Guarantor-uture Guarantor would incur, debts that wowddbyond its ability to pay as the debts
mature.

4.16 Incorporation of Representations and Warrantis . The representations and warranties made by Borrd@wgrantor or each
Future Guarantor to Lender pursuant to the othanLidocuments are incorporated by reference and enpdet of this Agreement. A breach
by Borrower, Guarantor or any Future Guarantormyf @presentation or warranty under the other Laouments shall constitute a breac
a representation or warranty by Borrower, Guaraot@ny Future Guarantor under this Agreement. Ban_.Document or other document,
certificate or statement furnished to Lender bpmibehalf of Borrower, Guarantor or any Future @ua#or contains any untrue statement of a
material fact or, to Borrower’s, Guarantor’s ang &uture Guarantor’s knowledge, omits to state tenal fact necessary to make the
statements contained in this Agreement and the Dmanuments not misleading. Borrower, Guarantoreach Future Guarantor acknowle
that all statements,
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representations and warranties shall be deemeaviolteen relied on by Lender as an inducementtémexhe Facility to Borrower and to
make Advances and issue Letters of Credit.

4.17 Material Contracts. Neither the execution and delivery of the Loan Doeats, nor the consummation of the Facility or the
performance by Borrower, Guarantor or any Futurar@ator of any obligations under the Loan Documsehéd| constitute a default or right
of termination under any agreement to which Bornmgv@&iarantor or Future Guarantor is a party.

4.18 Use of ProceedsThe proceeds of the Facility shall be used by Beerosolely for the purposes stated in this Agregmen

4.19 Tax Returns and Payment Borrower, Guarantor and each Future Guarantor fileekall federal, state, local and other tax retur
which are required to be filed and have paid paadelinquency all taxes which have become dueuauntsto those returns and all other taxes,
assessments, fees and other governmental chargefBoprower, Guarantor and each Future Guarantbugon its respective properties,
assets, income and franchises which have becomartitlipayable by Borrower, Guarantor or any Futwrar@ntor, except those wherein the
amount, applicability or validity are being conexbby Borrower, Guarantor or Future Guarantor gndgpropriate proceedings being
diligently conducted in good faith and in respecivbich adequate reserves have been establishegqordance with Accounting Terms
should Lender so require after a default by Bormywall material tax liabilities of Borrower, Guamgor and Future Guarantor were adequi
provided for as of the year 2005, and are now ewiged for on the books of Borrower. There is nown proposed, asserted or assessed tax
deficiency against Borrower, Guarantor or any Feif@uarantor which, if adversely determined, coaltbonably be expected to have a
Material Adverse Effect.

4.20 Investment Company Act of 1940Neither Borrower, nor Guarantor nor any Future @uotor is an investment company as that
term is defined in, and is not otherwise subjecttulation under, the Investment Company Act afQ,%s amended.

4.21 Management and Other AgreementsThere are no material agreements for manageriasutting or similar services to which
Borrower, Guarantor or any Future Guarantor isréypa by which Borrower, Guarantor or any Futunea@ntor is bound except as disclo
to Lender in writing.

ARTICLE 5
AFFIRMATIVE COVENANTS

Until full payment and performance of all Ildedness and Obligations of Borrower to Lender vttt Loan Documents and the
termination of any obligation of Lender to make @udvances or to issue Letters of Credit, Borrov@usarantor and each Future Guarantor
(as the case may be) shall maintain the followimgeoants, conditions and restrictions (and withioiting any requirement of any other
Loan Documents):

5.01 Financial Statements and Other Information Maintain a system of accounting satisfactory todam(in accordance with
Accounting Terms applied on a consistent basigyunout the period involved, permit Lender’s officer authorized representatives to visit
and inspect Borrower’s and any Future Guarantaytskb of account and other records at times andtes as Lender may desire, and pay the
reasonable fees and disbursements of any accosimiaather agents of Lender selected by Lendethioforegoing purposes. The foregoing
shall include Lender’s performing a field audittiates during normal business hours and as oftéreader may request, of Borrower’s and
any Future Guarantor’'s assets and systems. Bori®beoks and records will be located at the addses$orth inSection 4.0%bove.
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Borrower, Guarantor and each Future Guaraftall furnish to Lender the following financial arfation, in each instance prepared in
accordance with Accounting Terms and in form artstance satisfactory to Lender (collectivelysitiancial Reporting ”):

(a) Not later than 45 days after the ehéach fiscal quarter, company-prepared finarsteements signed by Borrower’s Chief
Financial Officer in the form required to be regarto the Securities and Exchange Commission athe iSecurities and Exchange
Commission no longer applies to the Borrower, timethe form and substance acceptable to Lendés soie discretion. An audited financial
statement for Borrower, Guarantor and any Futurar@utor (if Future Guarantor is an entity) shalpbesented to Lender not later than
120 days after the end of each fiscal year. AnyifeuGuarantor (if Future Guarantor is a personl shavide to Lender their personal
financial statements (to the extent said guarahfioncial statements are not consolidated withsthof Borrower), including a schedule of
that Person’s Contingent Liabilities, within 90 dagfter the end of each calendar year.

(b) Not later than 30 days after filingtwthe Internal Revenue Service, a true and coramlepy of the federal tax returns, including all
applicable schedules of Borrower, Guarantor andFRartyre Guarantor.

(c) Borrower shall submit to Lender gedst inventory reports within fifteen (15) Busind3ays of each quarter end on all residential
communities of Borrower and its subsidiaries andngships existing now or formed in the futuretthie subject to the Global Sold / Unsold
Ratio. The inventory reports shall include a rechall Lots and Units.

(d) Borrower shall submit to Lender mdptBorrowing Base Certificates and Lot and Unit tant reports including advance
availability calculations within fifteen (15) Busias Days of each month end and quarterly Fina@ciaénants calculations as stated below in
Section 5.02hereof, all to be signed by the Chief Financiali€if, and other information as required by Lendemftime to time.

(e) On request, Management prepared abgaess plan and annual budget of Borrower Witsiness plan results (actual vs. budc

(f) Borrower shall provide to Lender gpgmf all Securities and Exchange Commission f8ilfi§j applicable and if requested by Lenc
within fifteen (15) days following filing.

(g) Furnish to Lender promptly additioim#brmation, reports and statements respectindptistness operations and financial condition
of Borrower, Guarantor and each Future Guaranégpeactively, from time to time, as Lender may retjue

(h) Borrower, Guarantor and any Future@ator shall furnish to Lender, with each setimdificial statements described above, a
Certificate of Compliance certificate signed by Baver’s chief financial officer and, Guarantor aardy Future Guarantor (as applicable). In
addition, Borrower, Guarantor and any Future Guarashall promptly notify Lender of the occurrerafeany Event of Default, adverse
litigation or material adverse change in its finahcondition.

5.02 Financial Covenants Borrower shall maintain the following financial emants (“Financial Covenants”) during the Term,
compliance of which shall be determined on thesakthe Financial Reporting and other informatiote provided to Lender by Borrower
as described below. Except as may be specificaligchotherwise, review of the Financial Covenahtdlde completed quarterly within
forty-five (45) days of the end of the first thig® annual quarters and one hundred twenty (1295 défiscal year-end (12/31) by a
compliance certificate signed by Borrower’s Chiafdncial Officer certifying that the certificatetisie and correct subject to Lender’s receipt
of the Financial Reporting on a timely basis. Néiisianding anything contained to the contrary ia Agreement or in the other Loan
Documents, the Financial Covenants must be complittdby Borrower
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regardless of which Projects comprise the Collateoal at any given time and regardless of whicha@ntor or Future Guarantors own fee
simple title to the Projects comprising the Coltatéool.

(a)senior Liabilities to Effective Tangible Net Worth Ratio . Borrower shall maintain a ratio of Senior Liab#sito Effective
Tangible Net Worth that is less than or equal &)2.

(b)Global Sold/Unsold Unit Ratio . Borrower shall maintain a global ratio of Sold Wnib Speculative Condos/Townhomes,
Speculative Units and Model Units (excluding anyit8financed on a non-recourse basis) of less ¢thhagual to 1.00:2. For purposes of this
Section 5.02(b) all Speculative condos/Townhomes and Speculdifeelel and Sold Units of Borrower shall be inclugdedt just those in a
Project under this Facility.

(C)EBITDA/Debt Service Ratio . Borrower shall maintain a ratio of EBITDA to Deb#rSice that is equal to or greater than 2.50:1 to
be calculated quarterly on a rolling four-quartasis. EBITDA means the sum of net income plus @seincurred, income tax expense,
depreciation and amortization.

(d)Tangible Net Worth . Borrower shall maintain its Tangible Net Worth ahmimum of $125,000,000. This minimum amount shall
increase each year by 25% of the Net Income Béfares, as shown on Borrower’s audited year-enadéiah statements provided to Lender,
beginning with the 2006 fiscal year.

(e)Deposit Accounts. All deposit accounts for North Carolina and Soutird@lina of Borrower shall be maintained by Lender.

5.03 Restrictions on Investment Borrower shall not directly or indirectly make aimyestments that may have a Material Adverse Effect
on Borrower’s ability to repay the advances madgeunhis Facility (provided, however, that Lendealsdetermine Material Adverse Effect
in its reasonable discretion as it pertains to 8wstion).

5.04 Restrictions on Liabilities. Borrower shall have no liabilities other than thexrRitted Liabilities.

5.05 Existence and ComplianceMaintain its existence, good standing and qualiiicato do business, where required and comply with
all laws, regulations and governmental requiremarttisiding environmental laws applicable to it orany of its property, business operations
and transactions.

5.06_Adverse Conditions or Events Advise Lender in writing within three (3) days ¢&) any condition, event or act (other than general
economic conditions or events which generally afémonomic conditions) which comes to its attentiwat would or might materially
adversely affect its financial condition or opesas, the Collateral Pool, or Lender’s rights untierLoan Documents; (b) any litigation filed
by or against it which, if determined against iguld be materially adverse to it; (c) any event ties occurred that would constitute a Def
or an Event of Default under any Loan Documentgdpany uninsured or partially uninsured loss tigio fire, theft, liability or property
damage in excess of an aggregate of Fifty ThouBetidrs ($50,000).

5.07 Taxes and Other Obligations Pay all of its respective taxes, assessments &ed obligations, including taxes, costs or other
expenses arising out of this transaction, priatetinquency, except to the extent the same arglmgintested in good faith by appropriate
proceedings in a diligent manner and with apprae@rs&curity posted.

5.08 Maintenance. Maintain all of its respective relevant tangibleperty in good condition and repair and make atlessary
replacements thereof, and preserve and maintalicetises, trademarks, privileges, permits, fraseshi certificates and the like necessary for
the operation of their
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respective business. The aforesaid shall not appére it is not commercially reasonable to do &w,angood business practice.

5.09 Notification . Immediately notify Lender of the occurrence of &mgfault or Event of Default of which it has knowtgdland
immediately advise Lender in writing of: (a) allfercement, cleanup, remedial, removal, or otheregomental or regulatory actions
instituted, completed or threatened pursuant toagpjicable federal, state or local laws, ordinameregulations relating to any Hazardous
Materials affecting any Project; and (b) all claimade or threatened by any third party againgfdting to damages, contribution, cost
recovery, compensation, loss or injury resultirgrirany Hazardous Materials located on or underPanject.

5.10 Organizational Structure. Without the prior written consent of Lender: (ijraterial alteration in the kind or type of Borrovger
Guarantor’s or any Future Guarantor’s businessth@ sale of substantially all of the businesassets of Borrower or Guarantor, or a
material portion (10% or more) of such businesassets if such a sale is outside the ordinary eafrbusiness of Borrower or Guarantor, or
(iii) the acquisition of substantially all of thei§iness or assets or more than 50% of the outstgustthck or voting power of any other entity
which may have a Material Adverse Effect on Borrowability to repay the advances under this Fac(lprovided, however, that Lender
shall determine Material Adverse Effect in its i@aeble discretion as it pertains to this Section)jv) should Borrower or any Guarantor
merge or consolidate with any other entity, or @®its organizational structure such that the changy have a Material Adverse Effect on
Borrower’s ability to repay the advances under Hasility (provided, however, that Lender shalledatine Material Adverse Effect in its
reasonable discretion as it pertains to this Se@iad provided that any objection to a merger asotidation that results in a change of
control of Borrower shall be deemed reasonable).

5.11 Observe All Laws. Conform to and duly observe all laws, rules andil&gpns and all other valid requirements of argutatory
authority with respect to the conduct of its busie

5.12 Governmental LicensesObtain and maintain all licenses, permits, cediiizns and approvals of all applicable governmental
authorities as are required for the conduct dbitsiness as currently conducted and contemplatedsiigreement.

5.13 Compliance with Laws. Duly observe, conform and comply with all laws, idems, judgments, rules, regulations and ordeglof
governmental authorities relative to the condudtsobusiness, its properties, and assets, exoepttbeing contested in good faith by
appropriate proceedings diligently pursued; an@iobmaintain and keep in full force and effectgaivernmental licenses, authorizations,
consents and permits necessary to the proper cboflits business.

5.14 Visitation Rights. Permit any authorized representative of Lendergasonable notice to Borrower, Guarantor or anyreut
Guarantor, as applicable, and during normal busihesrs, to examine and copy the records and bafpksid visit and inspect the properties
of, Borrower, Guarantor or any Future Guarantod, tandiscuss the affairs and finances of BorroWrarantor or any Future Guarantor or
with any of their respective officers, directorsemnployees, and at the expense of Borrower, indipdrpublic accountants.

5.15 Payment of IndebtednessPay all of its Indebtedness and perform all ofdtdigations promptly and in accordance with normal
terms and comply in all material respects withagiteements, indentures, deeds of trust or docurberting on it; pay and discharge or ca
to be paid and discharged promptly all taxes, assests and governmental charges or levies impas&doo on its property or any part
thereof, but in all events before the same shalbbee in default, as well as all claims for laboaterials and supplies or otherwise which, if
unpaid, might become a lien on those propertiemgrpart thereof unless properly contested.

5.16 Subordination. Borrower shall cause Guarantor and each Futurea@t@rat the applicable Land Closing to uncondiliyn
subordinate to the Facility the payment of any gipal and
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interest of all obligations of any kind owing frddorrower to Guarantor or a Future Guarantor or fure Guarantor from another Future
Guarantor (collectively, Junior Claims ”). Each Guarantor and Future Guarantor shall nogpt any payments on Junior Claims except:
(i) profit distributions payable in the ordinaryurse of business and only if no Default has occliared is continuing; and (ii) as otherwise

approved by Lender.

5.17 Notice of Default Borrower, Guarantor and each Future Guarantoh@sadse may be) shall promptly provide Lender wititten
notice of any notice of default received by anyiefm on any other credit facility or other indelitesls from any other source that relates 1
obligation of the Borrower, Guarantor or Future @umor that equals or exceeds Five Million ($5,000,00).

5.18 Interstate Land Sales Full Disclosure ActThe development, marketing and sale of all Unitsl(iding the purchase contract
between Borrower and all Unit purchasers) shallggrwith the Improved Lot Exemption to the Intetsthand Sales Full Disclosure Act 15
U.S.C. 1702(a)(2).

ARTICLE 6
NEGATIVE COVENANTS

Until full payment and performance of all Ildedness and Obligations of Borrower to Lenderlagrttler under the Loan Documents and
the termination of any obligation of Lender to makg Advances and issue any Letters of Credit, ®eer, Guarantor and each Future
Guarantor (as the case may be) will not, withoatghor written consent of Lender (and without limj any requirement of any other Loan
Documents):

6.01 Character of BusinessChange the general character of business as caubacthe date hereof, or engage in any type dhess
not reasonably related to its business as preseoitiglucted.

6.02 Additional Negative Covenants

(a) Guarantee, endorse or assume det#pel) debt in the normal course of business;(@h@ermitted Liabilities;

(b) Acquire all or substantially all thesets, stock or ownership interest of anothetyantiether by direct purchase, merger or other
method (except for a newly formed Future Guarardad that acquisition may have a Material AdveredEon Borrower’s ability to repay
the advances under this Facility (provided, howgthert Lender shall determine Material Adverse &ffa its reasonable discretion as it
pertains to this Section);

(c) Sell, lease, assign or otherwise aigpof or transfer any assets, except in the arglitaurse of business; or

(d) Become a party to any transactionreby all or substantially all of the propertiessets or undertakings of Borrower, Guarantor or
any Future Guarantor (whether legally or benefigialvned) would become the property of any othespe, whether by way of
reorganization, amalgamation, merger, transfee, $ahse, sale and leaseback or otherwise.

22




ARTICLE 7
DEFAULT

The occurrence of any of the following as thefate to Borrower, Guarantor or any Future Guarashall constitute anEvent of Default
" after the giving of any required notice and tipieation of any applicable grace period:

7.01Failure to pay any Indebtedness within five (5) iBass Days after its due date, without notice onaled, including the failure to pay
principal or interest or any other payment underNote, or failure to pay any other Obligation witken (10) Business Days after receipt of
notice thereof from Lender.

7.02A breach of any other term, covenant, conditionigaltion or agreement under this Agreement or themoLoan Documents, and the
continuance of the breach for a period of thirt)(8ays after the earlier of: (i) knowledge therbpBorrower, Guarantor or any Future
Guarantor, that knowledge to be that of the Presjdehief Financial Officer or General Counsel{igrwritten notice thereof shall have been
given by Lender to Borrower, Guarantor or any Feit@uarantor, but, if Lender reasonably determihasthe default cannot be cured within
the thirty (30) day period, then no cure periodlgbea provided.

7.03Failure to be in compliance with any of the Finah€ovenants not cured to Lender’s satisfactiomiwiten (10) days from the
commencement of that failure.

7.04Any representation, warranty, statement or cedi@aetermined by Lender to be untrue in any natadverse respect.

7.05Filing of any petition for adjudication as a bangrer for reorganization not dismissed within $i¢80) days from filing, whether
voluntary or involuntary; the appointment of a figee or trustee or other similar officer with resp& any substantial part of their property; a
general assignment for the benefit of creditory; @her insolvency proceeding, any dissolutioniquibation or winding up of affairs.

7.06Entry of a final judgment in an amount exceeding,®00, other than a final judgment in connectiothwiny condemnation, not
discharged or a stay of execution procured withityg60) days of entry.

7.07Recordation of any federal, state or local tax bemny claim of lien for labor, materials or arther lien or encumbrance of any
nature whatsoever not removed by payment or trenesféo substitute security in the manner providedaw within thirty (30) days after it is
recorded in accordance with applicable law or cstetkin accordance with law and in a manner acbépta Lender.

7.08Failure to exist or to be qualified to do or trartdausiness in the jurisdictions where assetsarated, the dissolving of the
corporation, or a sale of all or substantiallyadlits assets.

7.09Any sale, conveyance, transfer, assignment or alisposition of all or substantially all of assets in the ordinary course of
business.

7.10Default under any obligation imposed by any indagrdontained in any of the Loan Documents.

7.11The results of any field audit performed by Lendex not satisfactory to Lender, as determined imde€'s sole discretion, and the
expiration of sixty (60) days after notice from ldem to Borrower of said dissatisfaction and th&ufai of the Borrower to cure said default.
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7.12The happening of any of the following: the cand@laor suspension for a period of sixty (60) dafany material permits, licenses,
authorizations, certifications, contracts or appis\from or with any federal, state or local goveemtal authority.

7.13A voluntary or involuntary proceeding being filedammmenced for dissolution or liquidation whichist dismissed within thirty
(30) days.

7.14A Material Adverse Change.

7.15The acquisition by a Person of 50% or more of tygregate voting power of all classes of commontgafiBorrower or Guarantor
(or of any Future Guarantor that is an entity).

7.16The liquidation or dissolution of Borrower, or teath of any Future Guarantor that is a person.

7.17 A majority of the Board of Directors of Borrower akthe date hereof are no longer members of tterdof Directors unless the n
Board Members were nominated and elected to thedBafeDirectors with an affirmative vote of at Ié@smajority of a quorum of the
Directors who were Directors as of the date heoeatho were similarly nominated for election orcé.

ARTICLE 8
REMEDIES UPON DEFAULT

If an Event of Default occurs, then Lender nexyninate the Commitment and/or declare this Agrerg and the other Loan Documents in
default and all Indebtedness and Obligations siralemand by Lender immediately become due; bty tipe occurrence of an Event of
Default undeiSection 7.05 the Commitment shall automatically terminate atidndebtedness and Obligations shall automatidaicome
due and payable without any action by Lender. Feurtifian Event of Default occurs, then Lender raggrcise any right, power or remedy
permitted by law or in equity or as set forth irstAgreement or any other Loan Document includhmgright to declare the entire unpaid
principal amount of the Note and all interest aedrthereon, and all other sums secured by the Die€dist or any other Loan Document, to
be, and the principal, interest and other sumd beabme, immediately due and payable.

If after receipt of any payment of or any paEfrindebtedness and Obligations, Lender is forr@agon compelled to surrender that payr
to any person because that payment is determinieel void or voidable as a preference, an imperbissietoff, or a diversion of trust funds,
or for any other reason, then this Agreement stwadtinue in full force and Borrower shall remaiablie to Lender for the amount of that
payment surrendered. The provisions of fiticle 8 shall be and remain effective notwithstanding amytary action which may have been
taken by Lender in reliance on that payment, arydcantrary action so taken shall be without prejedp the rights of Lender under this
Agreement and shall be deemed to have been camelition the payment having become final and irreblec& he provisions of thiarticle 8
shall survive the termination of this Agreementiluadt periods for surrender have ended withoutdah&on having been instituted.

Borrower makes, constitutes and appoints Le(ated all Persons designated by Lender) the tnddawful agent and attorney-in-fact of
Borrower with full power of substitution so thatah Event of Default has occurred to do all thingsessary and take those actions in the
name and on behalf of Borrower to carry out therihbf this Agreement, including to protect righteated under this Agreement. Borrower
agrees that neither Lender nor any of its ageetsigdees or attorneys-in-fact will be liable foy atts or omissions (other than for acts or
omissions which constitute gross negligence orfabithisconduct as determined by a court of comggteisdiction in a final, nonappealable
order), or for any error of judgment or mistakeaft or law in respect to the exercise of the posfattorney
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granted under thiArticle 8 . The power of attorney granted under #iticle 8 shall be irrevocable during the term of this Agreem

ARTICLE 9
JOINDER INTO DECLARATIONS

9.01 Consent to Master Association Declarations, Baments and Plats If no Default or Event of Default exists, then Lenavill join
in and consent to the execution and recordinga)fagy Declaration of Covenants, Restrictions, Eweses and Plats for a Project within the
Collateral Pool and in form approved by Lender; érjdeasonable access, utility and other easenfesame are required by governmental
requirements or otherwise necessary in connectitinthhe development of the Property in order tostarct a Project within the Collateral
Pool, provided that the applicable easement ispdabée to Lender.

ARTICLE 10
NOTICES

All notices, requests or demands which anyygarrequired or may desire to give to any othemtypunder any provision of this Agreement
must be in writing delivered to the other partyhe following address:

Borrower: Comstock Homebuilding Companies, i
11465 Sunset Hills Road " Floor
Reston, Virginia 2019
Attn: Christopher Clement
Telephone: (703) 8¢-1700
Fax: (703) 76-1520

Borrower: Comstock Homebuilding Companies, i
11465 Sunset Hills Road " Floor
Reston, Virginia 2019
Attn: Jubal Thompso
Telephone: (703) 8¢-1700
Fax: (703) 76-1520

Lender: Wachovia Bank, National Associatis
150 Fayetteville Street, NC 32
Raleigh, North Carolina 276(
Attention: Joe Morrocc:
Telephone: (919) 8¢7237
Fax: (919) 88-6647
Email: joe.morrocco@wachovia.cc

With a copy to Parker Poe Adams & Bernstein LI
Three Wachovia Cent
Suite 300(
401 South Tryon Stre:
Charlotte, North Carolina 282-1935
Attention: Alan G. Dexter, Est
Telephone: (704) 3:-9042
Fax: (704) 33-9559
Email: alandexter@parkerpoe.cc
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or to any other address as any party may desidpyateitten notice to the other party. Each notieguest and demand shall be deemed given
or made upon receipt or refusal to accept delivery.

ARTICLE 11
COSTS, EXPENSES AND ATTORNEYS' FEES

Borrower shall pay to Lender immediately omaad the full amount of all costs and expensedydirtg reasonable attorneys’ fees and
costs (to include outside counsel fees) incurretddmder in connection with: (a) the negotiation aneparation of this Agreement and eac
the Loan Documents; and (b) Lender’s reasonalberetys’ fees and costs incurred in connection thighaddition of a Project to the
Collateral Pool from time to time or in connectioith any other matter related to this Agreemertherother Loan Documents (including any
consent or approval request from Borrower to Lenhd@orrower shall pay to Lender immediately on dadhthe full amount of all costs and
expenses, including reasonable attorneys’ feecasis (to include outside counsel fees) incurretldnder in connection with the
enforcement of the Loan Documents, including adits@nd expenses incurred during any “workaut'estructuring after an Event of Defa
whether or not pursuant to any legal proceeding.

ARTICLE 12
MISCELLANEOUS

Borrower, Guarantor, Lender and each Futurar@uor covenant and agree as follows, withouttiimgiany requirement of this Agreem:
or any other Loan Document;

12.01 Cumulative Rights and No Implied Waiver. Each right granted to Lender, Borrower, Guarantany Future Guarantor, as the
case may be, under any Loan Document or allowley liaw or equity shall be cumulative of each otlied may be exercised in addition to
other rights of Lender, Borrower, Guarantor or &uyure Guarantor, as the case may be, and no eéagercising any right shall operate ¢
waiver thereof, nor shall any single or partialrei® by Borrower, Guarantor or any Future Guarma@t®the case may be, of any right
preclude any other or future exercise thereof eretkercise of any other right No notice to or dednam Borrower, Guarantor or any Future
Guarantor in any case shall, of itself, entitle arer, Guarantor or any Future Guarantor to angrobh future notice or demand in similar or
other circumstances.

12.02 Applicable Law. This Agreement and the rights and obligations effihrties under this Agreement shall be governeahloy
interpreted in accordance with the laws of Northhaliaa and applicable United States federal law ddfense given or allowed by the laws of
any other state or country shall be interposedinaxtion, case or proceeding unless the deferaedggiven or allowed by the laws of the
State of North Carolina.

12.03_Amendment No modification, consent, amendment or waiver of provision of this Agreement, nor consent to aapatture by
Borrower, Guarantor or any Future Guarantor therafrshall be effective unless the same shall beriting and signed by an officer of
Lender, and then shall be effective only in thectfjal instance and for the purpose for which given

12.04 Documents All documents, certificates and other items reglimader this Agreement to be executed and/or deliveo Lender
shall be in form and content satisfactory to Lerafad its counsel.

12.05 Partial Invalidity . The unenforceability or invalidity of any provisiaf this Agreement or any other Loan Document shat|
affect the enforceability or validity of any othgnovision in this Agreement and the invalidity eramforceability of any provision of this
Agreement or any other Loan Document to any pessaircumstance shall not affect the enforceabdityalidity of the provision as it may
apply to other persons or circumstances.
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12.06_Indemnification. Borrower indemnifies and agrees to defend and hafdless Lender and its officers, employees andtagom
and against all losses, damages, liabilities, sci@éms or demands, including reasonable attorrfegs incurred in investigating or defending
that claim, suffered by any of them and causedbiging out of or in any way connected with the hdzocuments or the transactions
contemplated therein (unless determined by a fuggment of a court of competent jurisdiction tov&deen caused by the gross negligence
or willful misconduct of any of the indemnified pias), including (i) disputes with any architeoctngral contractor, subcontractor,
materialman or supplier, or on account of any acmission to act by Lender in connection with &mgject; (ii) losses, damages, expense¢
liabilities sustained by Lender resulting diredtlgm any environmental inspection, monitoring, singpor clean up of any Project required
or mandated by any applicable environmental laiy;qlaims by any tenant, contract purchaser or @tfaer party arising under or in
connection with any lease or contract for all oy portion of any Project (if the lease or contriaabtherwise permitted under the Loan
Documents); (iv) any untrue statement of a matéasietl contained in information submitted to LenbdgmBorrower, Guarantor or any Future
Guarantor or the omission of any material fact ssagy to be stated therein in order to make tla#isient not misleading or incomplete;
(v) the failure of Borrower, Guarantor or any Fet@uarantor to perform any obligations in this Agnent required to be performed by any
of them; and (vi) the ownership, construction, gmamcy, operation use or maintenance of any Project.

If any action shall be brought againstder or any of its officers, employees or agemtsespect to which indemnity may be sought
against Borrower, then Lender shall notify Borrowad Borrower shall assume the defense theredfidimy the employment of counsel
selected by Borrower and satisfactory to Lender pilyment of all costs and expenses and the ngtgdotiate and consent to settlement.
Lender shall have the right, at its sole optiorergploy separate counsel in any action and togjaate in the defense thereof.

The provisions of thBection 12.06hall survive the repayment or other satisfactibtne Indebtedness.

12.07 Survivability . All covenants, agreements, representations ancantégs made in this Agreement or in the other Libaouments
shall survive the making of the Facility and shalhtinue in full force and effect so long as theiltg is outstanding or the obligation of
Lender to make any Advances shall not have expired.

12.08 Course of Dealing No course of dealing between Lender and Borrowagréntor or any Future Guarantor shall be effedtive
amend, modify or change any provision of this Agneat.

12.09 Successors and Assign$his Agreement shall be binding upon Borrower, Goéor and each Future Guarantor and shall inure to
the benefit of and shall be binding upon Lenderitduccessors and assigns. Lender may, witheutahsent of Borrower, Guarantor or any
Future Guarantor or any other Person, assign, ragphypothecate or grant assignments of or ppations in this Agreement or in any of its
rights and security under this Agreement and eétheoother documents contemplated to be execuatednjunction herewith. Borrower,
Guarantor and each Future Guarantor shall accdircefiognition to any assignment or participatiand all rights and remedies of Lender in
connection with the interest so assigned shallstfeilly enforceable by the assignee. In conneatiith any proposed assignment or
participation, Lender may disclose to the propasssignee or participant any information that Boegvuarantor and each Future Guare
is required to deliver to Lender pursuant to thiggement. There is no third party beneficiary if thgreement.

12.10 Net Payments All payments by Borrower under this Agreement dmelXlote shall be made without set-off or countémciand in
amounts as may be necessary in order that all patgirefiter deduction or withholding for or on acebaf any present or future taxes, levies,
imposts, duties or other charges of whatsoeveraatuposed by any government or any political suisthn or taxing authority thereof,
including documentary and intangible taxes payagl8orrower (collectively, the Taxes”), shall not be less than the amounts otherwise
specified to be paid under this Agreement and the

27




Note. Borrower shall not be liable for the paymehany tax on or measured by net income imposeldemler pursuant to the income |

laws of the United States or any political subdossthereof. Borrower shall pay all Taxes priod&linquency (and indemnify Lender against
any liability therefor) and shall promptly (andany event not later than thirty [30] days theraafigrnish to Lender any certificates, receipts
and other documents which may be required (inudgment of Lender) to establish any tax credit hiclv Lender may be entitled. The
obligations of Borrower under thisrticle 12.10 shall survive the termination of this Agreement #melrepayment of the Facility.

12.11 Further Assurances Borrower will, at its own cost and expense, exeeune deliver to Lender all further agreements, duoenis
and instruments, and take all further actions whigly be required under applicable law or which learday request, in order to effectuate
the intent of the transactions contemplated byAlgieement and the other Loan Documents.

12.12 Resurrection of Borrowets Indebtedness To the extent that Lender receives any paymentoaoumt of any of Borrower’s
Indebtedness, and any of the payment(s) or anytipen¢of are subsequently invalidated, declardzetvaudulent or preferential, set aside,
subordinated and/or required to be repaid to dgeyseceiver or any other Person under any batdyrgut, state or Federal law, common
or equitable cause, then, to the extent of the jgay(s) received, Borrower’s Indebtedness or paitethf intended to be satisfied shall be
revived and continue in full force and effect, fthe payment(s) had not been received by Lendegagplied on account of Borrower’s
Indebtedness.

12.13 Equitable Relief. Borrower recognizes that, if Borrower fails to perh, observe or discharge any of Borrower’s Obiayat under
this Agreement and any remedy at law may provestmbdequate relief to Lender, then Lender sha#iii#éled to temporary and permanent
injunctive relief in any case without the necessitproving actual damages.

12.14 Multiple Borrowers . If more than one Person is named as Borrower, @ali@bligations, representations and covenanthis t
Agreement and in other Loan Documents to which @eer is a party shall be joint and several.

12.15 Identification of Lender. No officer, director or shareholder of Lender slivadlur any liability or obligation on an individubbsis
to Borrower and shall not be individually respoteito Borrower for the performance or non-perforg®nf any obligations of Lender.

12.16 Broker s Commission. Borrower represents and warrants to Lender thatstdealt with no broker, finder or similar entity
connection herewith. Borrower agrees to indemm&fend and hold Lender free and harmless from bagjeeclaims made by any person or
entity, claiming through or as a result of dealimgth Borrower relative to this transaction, inclugl attorneys’ fees.

12.17 No Usurious Amounts Borrower does not agree and shall not be obligengay interest under the Note at a rate which is i
excess of the maximum non-usurious rate permityeld. If by the terms of the Note, Borrower isaaty time, required to pay interest at a
rate in excess of the maximum non-usurious ra& the rate of interest under the Note shall bengeleto be immediately reduced to the
maximum non-usurious legal rate and the portioallgbrior interest payments in excess of the maximmon-usurious legal rate shall be
applied to and shall be deemed to have been pagnrergduction of the outstanding principal balar®Berrower agrees that in determining
whether or not any interest payable under the Nrteeds the highest rate permitted by law, anyproeipal payment, including late
charges, shall be deemed to the extent permittdavibyo be an expense, fee or premium rather thizmnest.

12.18 Approvals. Except as provided elsewhere in this Agreemetijsf Agreement calls for the approval or conseritefder, then the
approval or consent must, if given, be in writinglanay be given or withheld in the sole discretibhender. If at any time Borrower
believes that Lender has not acted reasonablyaintigi)g or withholding any approval or consent urttierLoan Documents as to
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which approval or consent Lender has expresslyeagie act reasonably, or absent agreement, a eblasv having jurisdiction over the
subject matter would require Lender to act reasign#tien Borrower’s sole remedy shall be to seghnictive relief or specific performance
and no action for monetary damages or punitive d@sahall in any event or under any circumstaneasdintained by Borrower against
Lender.

12.19 Documentary and Intangible TaxesBorrower, Guarantor and any Future Guarantor $iealiable for all documentary stamp and
intangible taxes (including any penalties and esécharged for the late payment of any taxes)asgeaupon execution of the Note or as
renewed from time to time during the term of theilg or assessed upon execution of any GuarartgesFuture Guarantor (or assessed
upon execution of any security instruments exechted Future Guarantor securing its Guarantee).

12.20 Confidentiality . Lender shall not disclose any Financial ReportBayrowing Base Certificates, Submission Packagexshar
financial reports, appraisals or insurance cediés or policies or any other material non-pulrifoiimation concerning Borrower, Guarantor
or any Future Guarantor obtained by or furnisheldetioder in connection with the transactions conteteg by this Agreement, to any person
other than (a) Lender’s affiliates, and to Lendarisl its affiliatesrespective directors, officers, employees, ageuatstractors, representatiy
and advisors (collectively, the “Representativea/fp shall only use this information in connectigith the consummation or administration
of the transactions contemplated by this Agreeme(ib) any prospective assignees of the Commitroetite Facility, any prospective
participant in the Facility, or any actual or presfive counterparty (or its advisors) to any swagdarivative transaction relating to Borrower
and its obligations, provided that Lender shalbini the parties of the confidential nature of thi@imation with respect to the transactions
contemplated by this Agreement and direct themetat tall information in the same manner that isireql of Lender in this Agreement or
(c) in connection with the exercise of any remedies any action or proceeding relating to this@gment or any other Loan Document.
Notwithstanding the foregoing, Lender shall be p#gd to disclose any information obtained by Lenda) which is incorporated in ai
Loan Documents subject to recordation and/or filmgpplicable public records or is otherwise ateratf public record; (b) as shall be
required by law, for instance, in the context démogatories, requests for information or documestibpoenas, civil investigative demands
or similar process; (c) as shall be required by rgylatory or governmental authorities; or (dshall be otherwise required in connection
with the transactions contemplated by this Agredmen

12.21 USA Patriot Act Notice. Lender notifies Borrower that, pursuant to the mexpuof the USA Patriot Act (Title Il of Pub. LOZ-56
[signed into law October 26, 2003]) (the “Act”),strequired to obtain, verify and record infornoatihat identifies Borrower, which
information includes the name and address of Bagramd other information that will allow Lenderitientify Borrower in accordance with
the Act.

12.22 Counterparts; Effective Date This Agreement and any amendments, waivers, cansesupplements hereto may be executed in
any number of separate counterparts, no one ofhwieed contain all of the signatures of the partiad as many of the counterparts as shall
together contain all of the signatures of the parsihall be deemed to constitute one and the smwimament. A set of the counterparts of this
Agreement signed by all parties to this Agreeméatide delivered to and held by Lender. This Agreat shall become effective upon the
receipt by Lender of signed counterparts of thisekgnent from each of the parties hereto or telecop§irmation of the signing of
counterparts of this Agreement by each of the gatt this Agreement.

ARTICLE 13
AMBIGUITY OR CONFLICT
If there is an ambiguity or conflict of terfmetween the Note, this Agreement and/or any otbanlLDocument, then the terms of this
Agreement shall be deemed to amend and controf tile other
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agreements; and, to the extent that any of thecaggats are silent, each shall supplement the ¢thetrsif there is any conflict between the
terms of this Agreement, the Note and/or any otleamn Document, then the terms which, in Lenderls siiscretion, grant Lender the greater
protection, shall control. All other provisions@intemporaneous or previous agreements and unagirgga between Borrower and Lender
relating to the commitment of Lender and the Nateanflict with any expressed provision hereof khalmerged into this Agreement and be
extinguished and of no further force and effect.

ARTICLE 14
JURISDICTION, SERVICE OF PROCESS

Any suit, action or proceeding against Borrgv@@uarantor or any Future Guarantor directly afiriectly connected to this Agreement or
any other Loan Document, or any judgment enterearyycourt in respect thereof, may be brought énaburts of Mecklenburg County,
North Carolina or in the U.S. District Court, MiédDistrict of North Carolina as Lender (in its sdiscretion) may elect, and Borrow
Guarantor and each Future Guarantor accepts thexsdusive jurisdiction of those courts for the pose of any suit, action or proceeding.
Service of process in any case may be had agaimst\Ber, Guarantor and each Future Guarantor liyetdglin accordance with the notice
provisions in this Agreement or as otherwise peediby law, and Borrower, Guarantor and each FuBwarantor agrees that the service
shall be valid in all respects for establishingspeal jurisdiction over it. Borrower, Guarantor arath Future Guarantor waive any right
which it may have with respect to any litigatiotisarg with respect to this Agreement, any Loan Doeat or any judgment to remove the
litigation from state court to federal court oremjuire that the litigation take place in fedemlie instead of state court.

In addition, Borrower, Guarantor and each FeitBuarantor irrevocably waive, to the fullest exteermitted by law, any objection whicl
may now or in the future have to the laying of veifi any suit, action or proceeding arising oudrofelating to this Agreement, the Loan
Documents or any judgment entered by any cousspect of any thereof brought in Mecklenburg CouNtyrth Carolina or in the U.S.
District Court, Middle District of North Carolinasaelected by Lender, and further irrevocably waemey claim that any suit, action or
proceeding brought in Mecklenburg County, Northdliaa or in the District Court has been broughaiminconvenient forum.

ARTICLE 15
NO ORAL AGREEMENT

THIS WRITTEN LOAN AGREEMENT AND THE OTHER LOANDOCUMENTS REPRESENT THE FINAL AGREEMENT
BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED B¥EVIDENCE OF PRIOR, CONTEMPORANEOUS OR
SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES. THERE BERIO UNWRITTEN ORAL AGREEMENTS BETWEEN THE
PARTIES.

ARTICLE 16
WAIVER OF JURY TRIAL

16.01 Waiver of Jury Trial . TO THE EXTENT PERMITTED BY LAW, BORROWER, GUARANTOREACH FUTURE
GUARANTOR, AND LENDER KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE THE RIGHT ANY OF THEM MAY
HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED ON THIS AGREEMENT OR ARISING OUT OF, UNDER
OR IN CONNECTION WITH THIS AGREEMENT AND ANY OTHEROAN DOCUMENT AND ANY OTHER AGREEMENT
CONTEMPLATED TO BE EXECUTED IN CONJUNCTION WITH T AGREEMENT, OR
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ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMESTWHETHER VERBAL OR WRITTEN) OR ACTIONS OF ANY
PARTY. THIS PROVISION IS A MATERIAL INDUCEMENT FOR'HE PARTIES ENTERING INTO THIS AGREEMENT.
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IN WITNESS WHEREOF , the parties hereto have caused this Credit Ageeeto be duly executed under seal by their duthaized

representatives as of the date first above written.

LENDER:
WACHOVIA BANK, NATIONAL ASSOCIATION

By:

Name

Title:

AGREED TO AND ACCEPTED BY
BORROWER :

COMSTOCK HOMEBUILDING COMPANIES, INC. ,
a Delaware corporatic

By:

Name

Title:







STOCK PURCHASE AGREEMENT

DATED AS OF MAY 1, 2006

BY AND AMONG

COMSTOCK HOMEBUILDING COMPANIES, INC.

CAPITOL HOMES, INC.,

AND

EACH OF THE SELLING SHAREHOLDERS IDENTIFIED HEREIN

Exhibit 10.4
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STOCK PURCHASE AGREEMENT

STOCK PURCHASE AGREEMENT (thisAgreement’) dated as of May 1, 2006, by and among COMSTOGBMEBUILDING
COMPANIES, INC., a Delaware corporationRtirchaser”), CAPITOL HOMES, INC., a North Carolina corporati (the “Company”), and
each of the following individuals who are all obthhareholders of the Company on the date herewing in the aggregate 100 shares (the “
Shares”) of the Company’s common stock, without par valtre “Common StocK), which Shares constitute all of the issued and
outstanding capital stock of the Company: RICHAREALE, GLENN HARTMAN, and PABLO REITER (each aSeller” and
collectively, the “Sellers”).

RECITALS

Purchaser’s primary business is residentiedétauilding in the Washington, D.C., Atlanta, Gearghd Raleigh, North Carolina
metropolitan areas. The Company is similarly enddgehe business of residential homebuilding i Raleigh, North Carolina area.

The parties hereto have determined thatiit ieeir best interests for Purchaser to acquirefahe Shares. The Sellers have therefore
agreed to sell, and Purchaser has agreed to percihsuch Shares on the terms, and subject toahéitions, contained in this Agreement.

AGREEMENTS

Therefore, for good and valuable consideratiba receipt and sufficiency of which are herebtiyr@wledged, the parties agree as follows:

ARTICLE |
DEFINITIONS

1.1 Definitions For purposes of this Agreement, the followingrtethave the meanings set forth below.
“ Accounts Receivablémeans all of the Company’s accounts receivaldtesireceivable, negotiable instruments and chadisér.

“ Affiliate ” with respect to any Person means any other Pevbandirectly or indirectly Controls, is Controlléxy, or is under common
Control with such Person including in the casermyf Rerson who is an individual, his or her spoasg,of his or her descendants (lineal or
adopted) or ancestors, and any of their spouses.

“ Agreement’ shall have the meaning ascribed to it in the RFriaa.

“ Appurtenances means all privileges, rights, easements, herguitets and appurtenances belonging to or for thefberi any Real
Property, including all easements




appurtenant to and for the benefit of any Real Ertyfor, and as the primary means of access betveeeh Real Property and a public way,
or for any other use upon which lawful use of tleaRProperty for the purposes for which it is prdlsebeing used is dependent, and all rig
existing in and to any streets, alleys, passageéoter rights-of-way included thereon or adjadketeto (before or after vacation thereof)
and vaults beneath any such streets.

“ Benefit Plan” means any pension, retirement, 401(K), bonusrdefl compensation, stock option, severance, setarynuation,
vacation, sick leave, fringe benefit, incentivestiirance, welfare or similar plan.

“Business Day means a day other than Saturday, Sunday or anpidavhich banks located in the Commonwealth ofjWiia are
authorized or obligated to close.

“ CERCLA" means the Comprehensive Environmental Resporm®ap€nsation and Liability Act of 1980, as amended.

“Claims” means all rights, claims, security interests,usnbrances, liens, options, proxies, voting truaising agreements, judgments,
pledges, charges, escrows, rights of first refaséirst offer, mortgages, indentures, transfer atier restrictions, equities, of every kind and
nature whatsoever, whether arising by agreemestatipn of law or otherwise.

“Closing” means the consummation of the transactions cqpitged by this Agreement.

“ Closing Date” means the effective date of the Closing, whiah plarties agree shall be May 1, 2006..

“ Code” means the Internal Revenue Code of 1986, as agtend

“ Common StocK shall have the meaning ascribed to it in the Priga.

“Company” shall have the meaning ascribed to it in the Priga.

“Comstock Share$has the meaning provided in Section 2.4(a).

“Contract” means any contract, agreement, arrangement, stagheling or instrument, whether oral or written.

“Control " means the possession, directly or indirectlythef power to direct or cause the direction of tlmagement or policies of a
Person, whether through ownership of securities;tigtract or otherwise.

“Damages’ means all actions, lawsuits, proceedings, hearimyestigations, charges, complaints, Third P&taims, demands,
injunctions, judgments, orders, decrees, rulingssdLiabilities, obligations, Taxes, liens, asses#s, levies, losses, fines, penalties,
damages, costs, fees and expenses, including maeattorneys’, accountants’, investigators’, argerts’ fees and expenses incurred in
investigating or defending any of the foregoingt parposes of the indemnification provisions iniélg 1X, all Damages shall be net of any
third-party insurance proceeds which are actuaktypvered by the Indemnified Party (net of any ptemincrease
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directly relating to such Damages) in connectiothwhe facts giving rise to the right of indemnéfion.

“ Disclosure Schedulé means the schedules delivered by the Companyten8ellers to the Purchaser concurrently hereavith
identified by the parties as the Disclosure Schedliie Disclosure Schedule shall specifically rédethe Section(s) of this Agreement to
which the applicable disclosure or exception agplie

“ Division” means the Raleigh, North Carolina operating divisibPurchaser, including the operations of the gamy following the
Closing Date.

“ Earnout Basis” means, for any period, an amount equal to niegt (98%) percent of the total revenue of theifddn less the
Company’s cost of goods sold (excluding interegiesse, home office corporate overhead, and loted samd marketing expense in amounts
equal to 50% of divisional office overhead) for syeriod, determined in accordance with GAAP.

“ Employment Agreemeritmeans an Employment Agreement to be enteredwittoeach of Glenn Hartman and Pablo Reiter,
respectively, in the form of Exhibit Attached hereto.

“ Environmental Claim” means any and all administrative, regulatory oicjatlactions, suits, demands, demand letterscthres, claims
liens, investigations, proceedings or notices afaoonpliance or violation (written or oral) by angrBon alleging potential liability (including
potential liability for enforcement, investigationsts, cleanup costs, governmental response cestsyal costs, remedial costs, natural
resources damages, property damages, personatamarrpenalties) arising out of, based on or tasgufrom: (1) the presence or Release into
the environment of any Hazardous Substance ataaibn, whether or not owned by the Company; bcif2umstances forming the basis of
any violation or alleged violation of any Environmal Law; or (3) any and all claims by any Perseeking damages, contribution,
indemnification, cost recovery, compensation ouricfive relief resulting from the presence or Redeaf any Hazardous Substances.

“ Environmental Laws’ means all federal, state or local statutes, lawlgs, ordinances, codes, rule of common law, lediguns,
judgments and orders in effect on the Closing Batkrelating to protection of human health or thei®nment (including ambient al
surface water, ground water, drinking water, witdlplants, land surface or subsurface stratalydirng laws and regulations relating to
Releases or threatened Releases of Hazardous Bedxstar otherwise relating to the manufactureggssing, distribution, use, treatment,
storage, disposal, transport or handling of Haaasddubstances.

“ Environmental Permits’ means all environmental, health and safety pexnlitenses, registrations, and governmental agggand
authorizations.

“ERISA " means the Employee Retirement Income Securityohd974, as amended.

“ Fair Market Value” means (i) with respect to the Comstock Sharesatrerage closing price of the Comstock Sharesi@igd on
NASDAQ over a period of 20 consecutive trading dalys latest of which will be the trading day imrisgdly preceding the date as of wh
Fair




Market Value is being determined, and (ii) withpest to any Listed Equity Security, the averagsialg bid price (or, if there is no applica
closing bid price, the closing price) of such Léstequity Security on the principal exchange orridéaler quotation system on which such
Listed Equity Security is traded over a period @fcdnsecutive trading days, the latest of which mglthe trading day immediately preceding
the date as of which Fair Market Value is beingedwuined.

“ Financial Statements means, collectively, the Unaudited Financial 8ta¢nts and the Interim Financial Statements.

“Fully Developed and Buildable Lantimeans, with respect to any tract, parcel or fdReal Property, that (1) the parcel or tract oida
conforms to all applicable Laws so that the Compamiurchaser is able to promptly obtain all Pesmécessary for building an attached or
detached home or homes thereon in compliance Widtpplicable Laws upon the proper application ¢ €Company or Purchaser and the
Company’s or Purchaser’'s payment of permit feesaamydutility connection or tap fees; (2) on eacthslot within each such Real Property
there is or could be a home upon proper applica{®nall currently required subdivision entitlent®have been obtained; and (4) all off-site
Improvements have been constructed or bondedetextent such Improvements are required by anyicgipe Governmental or Regulatory
Authority for such parcel or tract of land.

“GAAP” means generally accepted accounting principlds affect from time to time in the United StatdsAmerica.

“ Governmental or Regulatory Authority means any court, tribunal, arbitrator, authorétgency, bureau, board, commission, department
official or other instrumentality of the United $#a, any state thereof, any foreign country or@myestic or foreign state, county, city or
other political subdivision, and shall include sdlf regulatory organizations and insurance autilesri

“Ground Lease Property means any Real Property, Improvements and Appartees subject to a ground lease in favor of thag2oy,
used or usable in the conduct of the Company’siessi

“Hazardous Substancésmeans: (1) any petroleum or petroleum productspsative materials, asbestos in any form, molddemwl, ure:
formaldehyde foam insulation, transformers or ofgaripment that contain dielectric fluid containmegyulated levels of polychlorinated
biphenyls (PCBs) and radon gas; and (2) any chésniceterials or substances which are now or exee lheen defined as or included in the
definition of “medical wastes,” “hazardous subs&s)t “hazardous wastes,” “hazardous materials,tr@arely hazardous wastes,” “restricted
hazardous wastes,” “toxic substances,” “toxic palhts,” or other words of similar import, under dayironmental Law.

“Improvements’ means all buildings, structures, fixtures, sitgprovements, off-site easements and rights or atmg@rovements located
on, or appurtenant to, the Real Property, includimoge under construction.
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“Indebtedness of any Person means all obligations of such Re(4) for borrowed money evidenced by notes, bodédbkentures or
similar instruments, (2) for the deferred purchaee of goods or services, (3) under capital Ilsaard (4) in the nature of guarantees of the
obligations described in clauses (1) through ()valof any other Person.

“Indemnified Party” means, with respect to a particular matter, a®emwho is entitled to indemnification from anotperty hereto
pursuant to Article IX.

“Indemnifying Party” means, with respect to a particular matter, ayplaereto who is required to provide indemnificationder
Article IX to another Person.

“Intellectual Property” means all intellectual property rights, includirbpatents, trademarks, service marks, copyrighgsigns, Internt
domain names and websites, trade or business ntmams dress and slogans (and all registrationasnaf,all applications for registration of,
any of the foregoing), Software, and all goodwdlsaciated with such intellectual property rights.

“Intellectual Property License$ means all Contracts (other than Contracts witpeet to Software that have been purchased “off the
shelf”) between the Company , on the one hand aagdther Person, on the other hand, granting ighy to use or practice any rights under
any of the Intellectual Property owned by the Conypar any other Person.

“Interim Financial Statement Daté means April 30, 2006.

“Interim Financial Statements’ means the consolidated balance sheets, statenfént®me and retained earnings and statementsstx
flows of the Company, as of and for the seven-mpetiiod ended on the Interim Financial StatemenéDa

“IRS " means the Internal Revenue Service.

“Law " means any law, statute, order, decree, consemédgejudgment, rule, regulation, ordinance or offrenouncement having the
effect of law, whether in the United States, amgiign country, or any domestic or foreign stateintg, city or other political subdivision or
of any Governmental or Regulatory Authority.

“Land Purchase Agreementshas the meaning provided in Section 8.6.1.
“Leased Real Estatemeans all real property leased or subleased &¥Lthmpany.

“Liabilities " means all Indebtedness, obligations and othéilii@s of the Company of any nature whatsoevedrethier direct or indirect,
matured or unmatured, absolute, accrued, contifgeftased on any contingency), known or unknowedf or otherwise, or whether due or
to become due.

“Material Adverse Effect means any event, change, condition or matter tig@tidually or in the aggregate results in or corddsonabl
be expected to result in a material adverse chemtie (1) business, operations (including resofltgperations), assets, Liabilities, financial
condition, properties or prospects of the Companyits divisions taken as a whole, or
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(2) the ability of any party hereto to consummate transactions contemplated hereby. Notwithstantlia foregoing, a decline in general
economic conditions or matters generally affectieq estate markets or home building companiesoiriiNCarolina shall not be deemed tc
a Material Adverse Effect.

“Neutral Accountant” means Grant Thornton.

“Noncompetition Agreement’'means a Confidentiality and Noncompetition Agreemienbe entered into with each of Richard Weale,
Glenn Hartman and Pablo Reiter, respectively, énftims of Exhibit Battached hereto.

“Permits” means all licenses, permits, franchises, authtions, registrations and government approvalsrdtizen the Environmental
Permits.

“ Permitted Liens’ means all (1) statutory liens for Taxes not ye¢d(2) statutory liens of landlords, carriers, @musemen, mechanics
and materialmen incurred in the ordinary coursbusiiness for sums not yet due; (3) mortgages, de&dst, chattel mortgages, security
agreements, financing statements, easements, aaserights-of-way or similar restrictions or othiestruments encumbering any of the
assets of the Company, including the Real Prop#rag,have been recorded and filed with the apjatspjurisdiction and which have been
disclosed in the Disclosure Schedule, provided Mawemortgages, deeds of trust, chattel mortgagesyrity agreements, financing
statements, liens, easements, covenants, rightspbr similar restrictions and encumbrances obmeevith respect to owned Real Property
shall be deemed Permitted Liens without havingetalisclosed on a Disclosure Schedule; and (4) lrengred or deposits made in the
ordinary course of business in connection with veoskcompensation, unemployment insurance and ¢fbes of social security.

“Person” means any individual, corporation, partnershipjtieh liability company, joint venture, associati@mank, trust company, trust
other entity, whether or not legal entities, or goyernmental entity, agency or political subdieisi

“ Proprietary Softwareé’ means Software which is owned by the Company.
“Purchaser” shall have the meaning ascribed to it in the Ritga.

“Purchaser Indemnitee$ means Purchaser and its Affiliates, and theipeesive directors, managers, officers, membersgesiadders,
partners, agents, representatives, successorssigs

“Real Property’ means (1) all parcels and tracts of land (including land lying in the bed of any highway, streead or avenue, open
or proposed, in front of, or abutting or adjoinisgch parcels and tracts of land), including FDliveloped Land and Buildable Land or
Undeveloped Land and (2) any Ground Lease Propery or usable in the conduct of the Company’siasgsi and all Improvements and
Appurtenances thereto.

“ Related Partie$ means (1) Sellers; (2) the Compasigresent and former directors, officers and slwddelns; (3) any Affiliates of any
the foregoing; and (4) any Person that has a bssir@ationship with the Company of which any Seallethe spouse or any relative of
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any Seller is an officer, director, member, partiristee, beneficiary or shareholder (other thath respect to any Person which has equity
securities listed on a national securities exchamgeaded in the over-the-counter market, as ddradf not more than 2% of such Person’s
outstanding equity securities).

“ Releas€ means any intentional or unintentional releapd|, £mission, emptying, leaking, injection, dejipdisposal, discharge,
dispersal, dumping, leaching, pumping, pouringnaration into the environment, atmosphere, soilfaxe water, groundwater or property.

“Returns” means all returns, declarations, reports, statésn@nd other documents required to be filed ipeesof Taxes.

“ Seller” shall have the meaning ascribed to it in the RPiiga.

“ Seller Indemnitee$ means each Seller and his respective agentggseptatives, successors and assigns.

“ Seller Representativemeans Pablo Reiter, who shall act in such capatibject to the provisions of Section 2.7 hereof..
“ Shares” shall have the meaning ascribed to it in the Riea.

“ Software” means any and all: (1) computer programs, incigdiny and all software implementation of algorihmmodels and
methodologies whether in source code or object;c@alatabases and computations, including anyadirdata and collections of data;
(3) documentation, including user manuals and itmgimaterials, relating to any of the foregoingd #4) content and information containec
any website.

“ Subsidiaries’ means any Person in which the Company holds oetigally owns any direct or indirect interest.

“Tax” or “ Taxes” means all federal, state, local, foreign and ntheome, sales, use, ad valorem, transfer or dthess, fees,
assessments or charges of any kind, together witlinderest and any penalties with respect thereto.

“Third Party Claim” means any action, lawsuit, proceeding, invesitigathearing, or like matter which is asserted\erdy threatened
by a Person other than the parties hereto, thetessors and permitted assigns, against any Infiech®iarty or to which any Indemnified
Party is subject.

“ Unaudited Financial StatementSmeans the balance sheets, statements of incocheetained earnings, statements of cash flows and
notes to financial statements (together with amppmentary information thereto) of the Companyfand for the years ended
September 30, 2004 and September 30, 2005.

“Undeveloped Land means each parcel or tract of Real Propertyithatt Fully Developed and Buildable Land.
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“Undeveloped Lots shall have the meaning ascribed to it in Secldhl1(d).

1.2 Other Defined Term®ther capitalized terms used in this Agreemeritwhare not defined in this Article | shall have ttneanings
contained elsewhere in this Agreement.

1.3 Accounting PrinciplesThe classification, character and amount of sdkgs, liabilities, capital accounts and reservelsod all items o
income and expense to be determined, and any édasoh or other accounting computations to be madd the interpretation of any
definition containing any financial term, pursuémthis Agreement shall be determined and madedordance with GAAP. All references
“dollars” or “$” in this Agreement shall mean Urit&tates dollars.

1.4 ConstructionUnless the context of this Agreement otherwisgiires, (a) words of any gender include each ajkeder, (b) words
using the singular or plural number also include ghural or singular number, respectively, (c) refees to Sections and Articles refer to the
applicable Sections and Articles of this Agreeméhtthe words “include,” “includes” and “includihghall be deemed to be followed by the
phrase “without limitation,” and (e) the predicatfeany noun or pronoun shall be the immediatelyxeding prior noun. An individual will be
deemed to have “knowledge” of a particular facothrer matter if on the day of determination: (ttmdividual is actually aware of that fact
or matter; or (y) a prudent individual, after ageaably comprehensive inquiry, could be expectduhte discovered or otherwise become
aware of that fact, circumstance, event or mati¢hé normal discharge of that individual’s respectiuties and responsibilities or after a
reasonable inquiry of any employees of and advisntise Company who have principal responsibilitythe matter in question.. A Person
(other than an individual) will be deemed to hakedwledge” of a particular fact or other matteaify individual who is serving, or who has
at any time served, as a director, officer or manag that Person (or in any similar capacity) lmast any time had, knowledge of that fac
other matter (as set forth in (x) and (y) above).

ARTICLE Il
PURCHASE AND SALE OF SHARES

2.1 The Acquisition Upon the terms and subject to the condition$isf Agreement, at the Closing, each Seller shillase deliver to
Purchaser, and Purchaser shall purchase and domeptach Seller, all of the Sellers’ rights, titleterest in and to the Shares, free and clear
of any Claims. Purchaser shall be entitled to asigyrights under this Agreement to an Affiliateaowholly-owned subsidiary of Purchaser,
in which case, notwithstanding anything to the canytherein, Sellers shall, upon written noticenfrBurchaser prior to the Closing, sell and
deliver the Shares, free and clear of any Claimspth assignee as the purchaser of the ShareBuacithser shall not acquire the Shares.
Any such assignment shall not relieve Purchasés @bligations hereunder or affect the consideraiayable to Sellers hereunder.

8




2.2 Purchase Pri@&?2.1 As consideration for the purchase of the &ydPurchaser shall, at the Closing:
(a) Pay the sum of Seven Million Dollars (£0@00) (the ‘Closing Payment), subject to the adjustments provided herein;

(b) Assume all of the existing debt of the Qxamy to institutional lenders as set forth in Sche@.2.1(b) (the Assumed Institutiona
Debt”); and

(c) Assume and pay-off of all of the existihgpt of the Company owed to its shareholders, iaféks and other investors as set forth in
Schedule 2.2.1(c) (theAssumed Shareholder Deb}, net of amounts owed to the Company by its sheiders, Affiliates and other
investors as set forth in Schedule 2.2.1(c).

In addition to the consideration set fortltiauses (a), (b) and (c) of this Section 2.2.1leBekhall be entitled to additional consideration
from Purchaser, determined as set forth in Se@idrbelow, with respect to each Applicable Earri®eriod (as defined below) (the “ Earnout
Amounts”).

Collectively, the Purchaser’s obligations undauses (a), (b) and (c) of this Section 2.Dddether with the Earnout Amounts, constitute
the “Purchase Price” Subject to the adjustments and other reductosided in Sections 2.2.3(a), 2.2.4 and 11.2 hetbe Closing
Payment and the Assumed Shareholder Debt, net afirmisiowed to the Company by its shareholders|idtiis and other investors as set
forth in Schedule 2.2.1(c), shall be paid at theslg in cash, or by wire transfer of immediatelpds to the Seller Representative, and shall
be distributed by the Seller Representative in atace with the respective percentage allocatiseaforth under Closing Payment
Allocations in Schedule2.2.1 and in accordance thighallocation as set forth under “Assumed Shddemndebt Allocation” in
Schedule 2.2.1, as applicable.

Concurrently with the Closing, Purchaser shlsd purchase (i) the unfinished lot inventoryRefx2 Development, LLC in the Massey
Preserve development (collectively, thefideveloped Lot¥), specifically identified in the Deed referreditoSection 8.6.1 of this
Agreement., and (ii) the Company shall enter intnRex and Rex2 Amendments referred to in Sectiod &f this Agreement.

2.2.2 [Reserved]

2.2.3 (a) The Closing Payment shall be sultgeatljustment as provided in this Section 2.2tirRo the Closing, the Company shall
deliver to Purchaser its good faith estimate oftthkance sheet for the Company as of the Closirig @lae “Estimated Closing Date Balan:
Sheet”), together with a certificate, signed by the Rieat of the Company, pursuant to which the Compsrall certify, represent and
warrant to Purchaser that the Estimated Closing Batance Sheet fairly presents in all materigbeets the financial position of the
Company as of the anticipated Closing Date, andraiise satisfies the requirements set forth ifellewing sentence. The Estimated
Closing Date Balance Sheet Shall be the balanc gidduded in the Interim Financial Statementse Hstimated Closing Date Balance S|
shall (i) reflect adequate cash on hand to satisfyaccounts payable of the
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Company, including any payables for invoices oeottharges not yet received by the Company retatbdmes previously settled and (ii) be
prepared in a manner consistent with the balaneetshcluded within the Interim Financial Statenseftihe “Interim Balance Sheet),

subject only to changes in the assets and ligslitif the Company arising from the operation of@oenpanys business in the ordinary cou
(and in all cases in a manner consistent with élgeirements of this Agreement) from the Interimaricial Statement Date through the
Closing Date. In the event that the Estimated @lp&)ate Balance Sheet reflects total Liabilitiegxeess of the total amount of such
Liabilities set forth on the Interim Balance Shpleis any net increase in the Company’s work in @sscleasehold improvements and the cost
basis of property, plant, and equipment (“PP&Hign Purchaser shall have the right to reduce tbsiry Payment by an amount equal to
amount of such excess Liabilities.

(b) The Closing Payment shall be sulijeedjustment after the Closing as follows: witBhdays after the Closing, Purchaser shall
prepare and deliver to the Seller Representatstatament (the Closing Date Balance Sheé} calculating the balance sheet for the
Company as of the Closing Date in a manner comgigtith the Interim Balance Sheet Purchaser shailige the Seller Representative and a
single accounting firm for Sellers reasonable axtesll (i) work papers and written proceduresduseprepare the Closing Date Balance
Sheet and (ii) Books and Records and personnbaktesttent reasonably necessary to enable Sellesuaidaccounting firm to conduct a
sufficient review of the Closing Date Balance Shidhe Seller Representative disputes the contjmutaf total Liabilities or work in proce:
on the Closing Date Balance Sheet, the Seller Reptative shall deliver to Purchaser within 30 dafysr receipt of the Closing Date Bala
Sheet a statement (the “ Dispute Noticsetting forth Sellers calculation and describing in reasonable ddtaibiasis for the determination
such different computation. The parties shall essonable efforts to resolve such differences wihperiod of 15 days after the Seller
Representative has given the Dispute Notice. IERaser and the Seller Representative do not refinhlaesolution on the Closing Date
Balance Sheet within 15 days after Seller has gilierDispute Notice, unless Purchaser and therSe#presentative mutually agree to
continue their efforts to resolve such differen¢hs,Neutral Accountant shall resolve such diffeemnpromptly and in any event within
30 days and any expenses of the Neutral Accoustwaitbe allocated between the Purchaser and Sslethat the Sellers share of such
expenses shall be in the same proportion thatgheegate amount of the disputed amount submittéldetdNeutral Accountant that are
unsuccessfully disputed by the Sellers (as findgd#liermined by the Neutral Accountant) bears tadted amount of such disputed amounts so
submitted to the Neutral Accountant. If the amanfribtal Liabilities reflected on the Closing Dd&alance (as agreed between the Seller
Representative and Purchaser or determined by ¢bo&& Accountant) exceeds the total amount of $uhilities set forth on the Estimated
Closing Date Balance Sheet by an amount that esdbednet increase in the Company’s work in prqdeasehold improvements and the
cost basis of PP&E from the amounts reflect onBbtmated Closing Date Balance Sheet, then theiSedhall pay to Purchaser an amount
equal to the difference. For purposes of this 8aci.2.3(b), “Liabilities” shall not include unknovand contingent liabilities for which
Sellers or the Company could not have reasonaldyvkrat the time of Closing and would not be reqliteebe set forth on a balance sheet as
at the Closing Date prepared in accordance with BAA

2.2.4 (a) Purchaser shall deduct TwoibfillDollars ($2,000,000) from the Closing Paymeheé (‘ Holdback”) and deposit the
Holdback in escrow with the Bank of New
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York (the “Escrow Agent’), to be held in an interest bearing account icoadance with an Escrow Agreement, attached haetxhibit D
(the “Escrow Agreement) as a set-off reserve to secure the Sellers’rmuication obligations described under Article éreof. Subject to
the terms and conditions provided in Article 1X, @ach of the dates set forth below, the Holdbaek ¢hany amount thereof that has been
setoff and applied to any Claim pursuant to Arti{eor reserved for any unresolved Claim for Dansageder this Agreement as to which
notice has been given) shall be reduced to the atemi forth opposite each such date (the “Maxinkotdback”) and any portion of the net
Holdback in excess of the Maximum Holdback shalph#l to the Sellers in accordance with their repe percentage allocation as set forth
in Schedule 2.2.1.

Date Maximum Holdback
March 31, 200} $1,666,66!
First Anniversary of Closing Da $1,416,66!
March 31, 200¢ $1,083,33.
Second Anniversary of Closing De $ 333,33
March 31, 200¢ -0-

(b) Time and Place of Closing. The Clgsshall be at 10:00 a.m., at the offices of the Gany at the Tysons Corner, VA offices of
Greenberg Traurig LLP_on May 5, 2006 or on sucleottate, or at such other time or place, as skathitually agreed upon by Sellers and
Purchaser.

2.4 _Earnout Amountsg(a) The Earnout Amounts shall be determined bevis:

(i) For the period commencing on the Closirgddand ending on June 30, 2007 (tikrst Earnout Period”), the Earnout Amount shall
be thirty (30%) percent of the amount, if any, byieh the Final Earnout Basis amount for such peexckeds $8 million, provided the
Earnout Amount for the First Earnout Period shatl exceed $1,666,667.

(i) For the period commencing on July 1, 2@®fil June 30, 2008 (theSecond Earnout Period), the Earnout Amount shall be (i) thirty
(30%) percent of the amount, if any, by which tlealFEarnout Basis for such period exceeds $14anillplus (y) thirty (30%) percent of the
amount, if any, by which the Final Earnout Basistf® First Earnout Period is greater than $13555,provided that the aggregate Earnout
Amounts for the First Earnout Period and the Sedgéathout Period shall not exceed $3,333,333.
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(i) For the period commencing on July 1, 8@&hd ending on June 30, 2009 (tHEhird Earnout Period”), the Earnout Amount shall be
(i) thirty (30%) percent of the amount, if any, Wwhich the Final Earnout Basis for such period egsekl4 million, plus (ii) thirty (30%)
percent of the amount, if any, by which the Finafribut Basis for the Second Earnout Period is gréhan $19,555,556, provided that the
aggregate Earnout Amounts for the First EarnoubBethe Second Earnout Period and the Third EdrRetiod (collectively, the *
Applicable Earnout Period!") shall not exceed $5 million.

At Purchaser’s option, up to 50% of each Eatranount may be satisfied by the issuance to Betiéshares of the Purchaser’s Class A
common stock, par value $.01 per share (tB®fhstock Share¥), having an aggregate Fair Market Value as ofapplicable Final Earnout
Amount Determination Date equal to such portioswth Earnout Amount. Any such shares of Comstoekeshshall be payable and
deliverable promptly following the applicable Firigdrnout Amount Determination Date. Sellers aghe¢ teither Purchaser nor any other
Person makes any guarantee or representationleysStslat any Earnout Amount will be realized. Afgrnout Amount that is paid in cash or
Comstock Shares shall be treated as a componém Bfurchase Price.

(b) The Purchaser shall deliver to thbkeB&epresentative within 60 days after the endaath Applicable Earnout Period, its
calculation of the Earnout Basis for such periaatfe an “Initial Earnout Basis Amount”) and the Earnout Amount, if any, payable in
respect thereof. The Purchaser shall provide therSepresentative and his accounting firm withs@nable access to all Books and Records
and working papers to the extent reasonably negegsanable the Seller Representative and suabuatiag firm to verify such calculations
after the delivery thereof. Such calculations shalbinding on the parties unless the Seller Reptasve, within 30 days after the delivery of
the calculations by the Purchaser, notifies thelRaser in writing that it objects to any item omguutation in connection with the calculatic
and specifies in reasonable detail the basis fcn sbjection. If Purchaser and the Seller Reprasigrtare unable to agree upon the
calculations within 20 days after any notice ofemtion has been given, then at the election oéeitfie Seller Representative or Purchase
dispute shall be submitted to the Neutral Accourfiana final determination in accordance with firecedures set forth in Section 2.2.3(b),
which determination shall be final and binding uploa parties absent fraud or manifest error. Amyeases of the Neutral Accountant shal
allocated between the Purchaser and Sellers sthih&ellers share of such expenses shall be isatine proportion that the aggregate am
of the disputed amount submitted to the Neutralodictant that are unsuccessfully disputed by thkeSelas finally determined by the
Neutral Accountant) bears to the total amount chadisputed amounts so submitted to the Neutrabletant. For purposes of tt
Agreement, with respect to any Applicable Earncariddl, (i) the “Final Earnout Basis Amount’ for such period shall mean the Initial
Earnout Basis Amount for such period, or such o#mount as shall have been agreed to by Purchadeha Seller Representative following
a timely notice of objection as contemplated urtier Section 2.5(b), or such other amount as détewinby the Neutral Accountant, and
(i) the “ Final Earnout Amount Determination Dat€ for such period shall mean: (x) the date th&liddays after the delivery of Purchaser’'s
calculation of the Initial Earnout Basis Amount farch period to the Seller Representative, (y) sacher date on which the Seller
Representative delivers an irrevocable notice t@haser in writing that it agrees with Purchasedkulation of such Initial Earnout Basis
Amount, or (z) if the Seller Representative timehjects to such Initial
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Earnout Basis Amount, such date on which the Fiaathout Baisi Amount in respect thereof is otheendstermined.

(c) From the Closing Date until DecemBg&y 2008 (the ‘Earnout Period”), the Business shall be conducted in good fastl going
concern and in accordance with applicable Law. musuch period (and, to the extent determined bgrRathereafter), (x) Purchaser shal
controlled by a Board of Directors elected or apped, directly or indirectly, by Purchaser (thBdard ") and (y) the operation of the
Business shall be subject to the control of therB@ad ultimate authority for all decisions affactithe Business shall rest with the Board. No
portion of the Earnout Amounts or any other cornsitien not reflected as compensation in Board-aypguidudgets shall be offered or paid to
employees or service providers to the Companyg¢tijrer indirectly by any Seller. Each Seller shath long as such Seller is an employee of
the Company, fully disclose to the Board or itsresgntative all interests in business mattersrangements involving the Company.

(d) If as a result of a Conversion Tranties substantially all of the Comstock Sharescamr@verted into the right to receive equity
securities that are traded on the New York Stoakharge, the American Stock Exchange, The Nasdauk $tarket or another securities
exchange or interdealer quotation system reasoraiglyptable to the Seller Representativieigted Equity Securitie$), then the Earnout
Amounts with respect to which the Applicable EarnBariod has not been completed prior to the diatieeoConversion Transaction shall be
permitted to be satisfied through the issuanceisted Equity Securities to the extent set forthvaband, for such purpose, the Listed Equity
Securities shall be valued at the aggregate Faikdd/alue of the Listed Equity Securities of thmpkcable Final Earn-out Amount
Determination Date for which they are issuableghimevent that, in any Conversion Transaction, taumbially all of the outstanding Comstock
Shares are converted into the right to receivetg@eicurities that are not Listed Equity Securifmsare converted into the right to receive a
combination of such equity securities and caslen thuntil such equity securities constitute Lidkeiity Securities, any Earnout Amount with
respect to which the Applicable Earnout Periodr@sbeen completed prior to the date of the ComeerEransaction shall be required to be
satisfied entirely in cash. In the event of Conimrdransaction as a result of which substantiallyf the outstanding Comstock Shares are
converted into the right to receive only cash, Baynout Amount with respect to which the ApplicaBErnout Period has not been completed
prior to the date of the Conversion Transactionl sfearequired to be satisfied entirely in cashiWthstanding the two preceding sentences,
if the surviving or transferee entity in such traction has a class of Listed Equity Securities@nogtision is made for the Earnout Amounts
be satisfied through the issuance of such Listadtif@ecurities, then any portion of an Earnout Amtowith respect to which the Applicable
Earnout Period has not been completed prior tal#ite of the Conversion Transaction shall be peenhitb be satisfied through the issuanc
Listed Equity Securities.

2.5 Registration Covenath. the event that Comstock Shares or other Listpaiti Securities are issued to the Sellers hereuiicke
Purchaser undertakes to file (or to cause to bd)firromptly and in any event within sixty (60) ddgllowing the date of such issuance, and
to use commercially reasonable best efforts toectmbecome effective promptly thereafter, a regfistn statement under the Securities Act
of 1933, as amended (th&écurities Act), to permit the resale of such securities by $ledlers. The parties will act in good faith and
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cooperate in accordance with customary practic®mection with such registration, including in tteese of the Sellers by providing such
information as the Purchaser may reasonably redoestclusion in such registration statement. aser will use commercially reasonable
best efforts to (i) cause the Registration Staténmeremain effective for the shorter of the perégbiring (A) twelve (12) months following
the Closing or (B) the date on which all sharesmasing the Stock Consideration may be sold purstmRule 144 under the Securities Act
in any threemonth period; and (ii) cause the shares of thek3Bamsideration to be approved for listing on tppleable primary exchange
guotation system on such such shares shall thénadbed. Purchaser shall promptly: (x) notify thdlé3e after it has received notice of the
time when such Registration Statement has beearmecéffective or any supplement to any prospedotusing a part of such Registration
Statement has been filed; (y) notify the Sellerarof request by the SEC for the amending or supgiing of such Registration Statement or
prospectus or if additional information is requitedoe filed in connection with such Registratiagat8ment, and shall prepare and file with
SEC such amendment or supplement or such addificfioamation; and (z) notify the Sellers of Purchis receipt of, or knowledge of the
issuance of, any stop order by the SEC suspenldigftectiveness of any such Registration Statermahiuse Purchaser's commercially
reasonable best efforts to prevent the issuanaey§top order or to obtain its withdrawal if swtbp order has been issued.

All costs and expenses incurred in connection wighregistration pursuant to this Section 2.5 salborne by Purchaser, except that all
selling discounts and commissions (if any) andistoansfer taxes applicable to the shares coveydtdRegistration Statement and all fees
and disbursements of counsel for the Sellers ngdtiereto shall be borne by the Sellers.

2.6 Transferability; Registration; LegendifgGmmstock Shares and Listed Equity Securities

(a) Sellers acknowledge that any Comstock&shand the Listed Equity Securities are being aedyursuant to an exemption from
registration under the Securities Act and that sbemstock Shares and any Listed Equity Securitiag be transferred only pursuant to an
effective registration statement or an exemptiomfregistration under the Securities Act. No Sedlell be permitted to transfer any
Purchaser or Listed Equity Securities in the absefi@n effective registration statement unlesé Seller has furnished Purchaser with an
opinion of counsel, reasonably satisfactory to Raser, that such disposition does not require tragjisn of such Comstock Shares or Listed
Equity Securities under the Securities Act.

(b) It is understood that the certificatesdewvicing the Comstock Shares and the Listed Eqeityi®ties shall, until they have been sold
pursuant to an effective registration statemeneutite Securities Act, bear a legend to the effetforth below:

NEITHER THE SECURITIES REPRESENTED BY THIS CERTIATE NOR THE SECURITIES FOR WHICH THEY ARE
EXCHANGEABLE HAVE BEEN REGISTERED UNDER THE SECURHES ACT OF 1933, AS AMENDED. SUCH SECURITIES
MAY NOT BE SOLD, PLEDGED, HYPOTHECATED OR TRANSFER® IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT WITH RESPECT THERETO
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OR AN APPLICABLE EXEMPTION FROM THE REGISTRATION RRUIREMENTES OF SUCH ACT.

The certificates evidencing the Comstock Shareglamdisted Equity Securities may also bear angnelg required by applicable blue sky
laws.

2.7 Seller RepresentativEach Seller irrevocably designates the Seller&smtative to represent such Seller and act asttibmey-in-
fact and agent for and on behalf of such Selleln wespect to any and all matters relating to, mgisiut of, or in connection with this
Agreement, including for service of process. Pusehavill be entitled to rely on the Seller Reprda#we’s authority as the agent,
representative and attorney-in-fact of Sellersafbpurposes under this Agreement. The Seller Regpitative will have no liability to any
Seller in taking any action or omitting to takeianton behalf of any Seller absent gross negligemeillful misconduct. Sellers hereby ag!
to jointly and severally indemnify and hold harnséle Seller Representative from and against {i)Laxsses incurred without gross
negligence or willful misconduct on the part of Beller Representative and arising out of or innemtion with the acceptance, performance
or nonperformance of his duties hereunder anau(iy) related out-of-pocket costs and expenses (imdureasonable attorneys’ fees).

ARTICLE Il
REPRESENTATIONS AND WARRANTIES

3.1 General Statemehie parties make the representations and warraotiegch other which are set forth in this ArtidleAll such
representations and warranties and all represensatind warranties which are set forth elsewhetiisnAgreement and in any financial
statement, exhibit, certificate or other documegiivéred by a party hereto to any other party pamsto this Agreement or in connection
herewith shall survive the Closing in accordancihe terms of this Agreement (and none shall mértp any instrument of conveyance),
regardless of any investigation or lack of investign by any of the parties to this Agreement. Necific representation or warranty shall
limit the generality or applicability of a more gaal representation or warranty. All representatiand warranties of the Company and the
Sellers are made subject to the exceptions nottdteiDisclosure Schedule with respect to the sjpeS#ction(s) of this Agreement identified
in the Disclosure Schedule.

3.2 Representations and Warranties of Purch&achaser represents and warrants to Sellerdlaw$:

3.2.1 Organization, Existence and Go@h&ing. Purchaser is a corporation duly organized, wakdiisting and in good standing un
the Laws of the State of Delaware.

3.2.2 Power and AuthorityPurchaser has the corporate power and authoréyedcute, deliver and perform this Agreement aauh ef
the documents and instruments required to be ehiete pursuant to this Agreement, and to consurartie transactions contemplated
hereby and thereby. The execution, delivery antbpaance by Purchaser of this Agreement
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and each of the documents and instruments reqtgreed entered into pursuant to this Agreement,taeadonsummation by Purchaser of the
transactions contemplated hereby and thereby, des duly and validly authorized by all necessamparate action and such authorization
has not been withdrawn or amended in any manner.

3.2.3 EnforceabilityAssuming due and valid authorization, executiod delivery of this Agreement by the Company antheseller,
this Agreement is or will be the legal, valid aridding obligation of Purchaser, enforceable agdmsthaser in accordance with its terms,
except that (a) such enforcement may be subjeppticable bankruptcy, insolvency, reorganizatimoyatorium or other similar Laws, now
or hereafter in effect, affecting creditors’ riglgsnerally, and (b) the remedy of specific perfangeand injunctive and other forms of
equitable relief that may be subject to equitalgifedses and to the discretion of the court befdrielwany proceeding therefor may be
brought.

3.2.4 ConsentdNo consent, authorization, order or approvabofiling or registration with, any GovernmentalRegulatory Authorit
is required for or in connection with the consumioraby Purchaser of the transactions contemplag¢eely.

3.2.5 Conflicts Under Constituent Docuisesr Laws. Neither the execution and delivery of this Agreatrby the Purchaser, nor the
consummation by the Purchaser of the transactionemplated hereby, will conflict with or resultarbreach of any of the terms, conditions
or provisions of the Purchaser’s articles of incogtion or bylaws, of any statute or material adstiative regulation, or of any order, writ,
injunction, judgment or decree of any GovernmeatdRegulatory Authority or of any arbitration awdodwhich the Purchaser is party to or
by which the Purchaser is bound.

3.2.6 BrokersNeither Purchaser nor any of its Affiliates hasltl with any Person who is entitled to a brokedmmission, finder’s
fee, investment bankexfee or similar payment from Sellers or the Conydan arranging the transactions contemplated heoebntroducing
the parties to each other.

3.2.7 Availability of FundsPurchaser has available, and will have availalficient funds to enable it to consummate thasaction
contemplated hereby.

3.3 Representations and Warranties of the @oampnd Sellerga) Each of the Company and each of the Sellersrally in accordance
with such Seller’s respective percentage allocadi®set forth in Schedule 2.2.1, represent andawaito Purchaser that, except as set forth in
the Disclosure Schedule:

3.3.1 Organization, Existence and Go@h&ing. The Company is a corporation duly organized,diakexisting and in good standing
under the Laws of the State of North Carolina.

3.3.2 Foreign Good Standinghe Company has qualified as a foreign corponatimd are in good standing, under the Laws of all
jurisdictions where the nature of its businessas®mature or location of its assets requires sueification.
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3.3.3 Power and Authorityfhe Company has all necessary corporate poweathadrity to carry on its businesses as such basiis
now being conducted. The Company has the corppmater and authority to execute, deliver and perftrisi Agreement and each of the
documents and instruments required to be entetedinit pursuant to this Agreement, and to consaternthe transactions contemplated
hereby and thereby. The execution, delivery antbpaance by the Company of this Agreement and e&the documents and instruments
required to be entered into pursuant to this Agesgmrand the consummation by the Company of thesaetions contemplated hereby and
thereby, have been duly and validly authorizedlbgexessary corporate action and such authorizétas not been withdrawn or amended in
any manner. Each Seller has the requisite competmmt legal capacity to execute, deliver and perfihis Agreement and each of the
documents and instruments required to be entetegursuant to this Agreement, and to consummatéréimsactions contemplated hereby
and thereby.

3.3.4 EnforceabilityThis Agreement has been duly executed and delivey the Company and each Seller. Assuming duealid
authorization, execution and delivery of this Agremt by Purchaser, this Agreement is or will beldgal, valid and binding obligations of
the Company and each Seller, enforceable agaioktafahem in accordance with its terms, except ¢@psuch enforcement may be subject
to applicable bankruptcy, insolvency, reorganizatimoratorium or other similar Laws, now or hereaih effect, affecting creditors’ rights
generally; and (b) the remedy of specific perforogand injunctive and other forms of equitableefetiiat may be subject to equitable
defenses and to the discretion of the court befdrieh any proceeding therefor may be brought.

3.3.5 ConsentdNo consent, authorization, order or approvabofiling or registration with, any Governmental®egulatory Authorit
is required for or in connection with the executadrthis Agreement by the Company or Sellers orcibregsummation by the Company or
Sellers of the transactions contemplated hereby.

3.3.6 Conflicts Under Constituent Docuisesr Laws. Neither the execution and delivery of this Agreatrby the Company or Selle
nor the consummation by the Company or Sellere®triansactions contemplated hereby, will conflith or result in a breach of any of the
terms, conditions or provisions of the Companytgckas of incorporation or bylaws, of any statutar@aterial administrative regulation, or of
any order, writ, injunction, judgment or decreeaafy Governmental or Regulatory Authority or of ampitration award to which the
Company or each of the Sellers are party to or bighvthe Company or Sellers are bound.

3.3.7 Conflicts Under ContractExcept as set forth on Schedule 3.3.7, noneso€Ctbhmpany or any of the Sellers is a party to,aumiol
by, any unexpired, undischarged or unsatisfied @ohtinder the terms of which the execution, dejiand performance by the Company or
Sellers according to the terms of this Agreemelitlvei a default or an event of acceleration, ougds for termination, modification or
cancellation, or whereby timely performance by@wmpany or Sellers according to the terms of tlgse&ment may be prohibited, prever
or delayed.
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3.3.8 Subsidiaries, Affiliates and RetbRarties The Company does not hold or beneficially own dimgct or indirect interest
(whether a partnership, joint venture, common efgrred stock or any comparable ownership inténesihy Person that is not a corporation),
or any subscriptions, options, warrants, rightscaonvertible securities or other agreementsoonmitments for any interest in any Person.
The Company, and each of the Sellers, do not hayé#iliates or Related Parties other than thossaidibed in Schedule 3.3.8.

3.3.9 Directors and Officer§he names of each director and officer of the Gamny, in all cases along with his or her respective
position(s) in the Company, are set forth on ScheedL8.9.

3.3.10 Constituent Documents; Books aaddRds. True, correct and complete copies of the artiofédacorporation and all
amendments thereto, the bylaws as amended andhttyiireforce, all stock records, and corporate uénbooks and records, of the Company
have been made available for inspection by Purch&seh stock records accurately reflect all Shamesactions, the current stock ownership
and a listing of all of the current shareholdershef Company. The corporate minute books and reaairthe Company contain true, correct
and complete copies of all resolutions adoptecdhkydirectors and shareholders of the Company imaiérial respects and represent actual,
bona fide transactions. Such books and records lese maintained in accordance with sound busjrestices, including the maintenance
of an adequate system of internal controls.

3.3.11 Capitalization and Title to Shares

(a) The authorized capital stock of thmmpany consists solely of 100 shares of CommonkSts of the date hereof, only 100 shares
(constituting all of the Shares) are issued andtantling. There are no shares of capital stocketompany of any other class authorized,
issued or outstanding. All of the issued and ontlitey Shares have been validly issued, are fuligt pad nonassessable, and are solely o
beneficially and of record by the Sellers, free aleér of any Claims of any kind, in the exact neménd percentage interests as set forth in
Schedule 3.3.11. There are no outstanding suberiptoptions, warrants, rights (including preemwtiights), calls, convertible securities,
contractual obligations to repurchase, redeemimratise acquire any capital stock of the Companting trusts, shareholderagreements «
other agreements or commitments of any charadting to the issued or unissued capital stocktbeosecurities of the Company or
obligating the Company to issue any securitiesngflkand. With the exception of the agreements dbedrin Schedule 3.3.11, true, correct
and complete copies of which are attached to S¢ae&dB.11, there are no agreements, voting trustderstandings or arrangements by and
among the Sellers with respect to the CompanyeCihimmon Stock held by the Sellers.

(b) Each Seller has good and marketétgetd the Shares which are to be transferrethédRturchaser by such Seller pursuant to this
Agreement, free and clear of any and all Claimsl(iding liens, security interests, encumbrancegeants, conditions, restrictions, voting
trust arrangements, options and adverse claimgluisrwhatsoever). No Seller is a party to, subiear bound by any agreement or any
judgment, order, writ, prohibition, injunction oectee of any court or other Governmental or Regofaduthority which would prevent tr
execution or delivery of this Agreement by any &etir the transfer, conveyance and sale of the
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Shares to be sold by such Seller to Purchaser guirsoi the terms hereof or result in a lien onShares owned by such Seller. No Seller is,
nor will he be, required to give any notice to btain any consent or approval from any Person imeotion with the execution and delivery
of this Agreement or the consummation or perforneasfcany of the transactions contemplated by tlggeAment.

3.3.12 Financial StatementSomplete and accurate copies of the Financiaé®tants are contained in Schedule 3.3.12. The Eiglan
Statements present fairly, in all material respebts financial position of the Company as of thged thereof and the results of operations anc
cash flows of the Company for the periods coveredaid statements, in accordance with accountimgiptes consistently applied through
the periods covered thereby. The books and readrdie® Company have been maintained in accordaitbeagcounting principles
consistently applied through the periods coverethbyFinancial Statements and properly reflecofathe transactions entered into by the
Company .

3.3.13 Conduct of BusinesSince the Interim Financial Statement Date,l{e)@ompany has conducted its business only in the
ordinary course, (b) there has not been any Matédeaerse Effect, (c) there has been no non-renewalaterial amendment of any of the
material Permits held by or granted to the Company,the Company has used commercially reasonfibiés¢o maintain such Permits, and
(d) there has been no physical damage, destruatiother casualty loss (whether or not coveredhbyriance) affecting any of the real or
personal property or equipment of the Company iarmpunt exceeding $10,000, individually or in thhgrgate, and (e) except as described
on Schedule 3.3.13, none of the Company or theiSdilas taken or permitted to be taken any ofdh@ing actions:

(i) increase the compensation payablny employee, except in the ordinary courdausiness consistent with past practices as
described in the Disclosure Schedule;

(ii) establish or modify any targegsals, bonuses, pools or similar provisions umagr Benefit Plan, employment Contract or other
employee compensation arrangement, independerractort Contract or other compensation arrangenaeat;

(iif) make or change any electioméspect of Taxes, adopt or change any accountatgod in respect of Taxes, file any Tax return
or any amendment to a Tax return, enter into aogicl) agreement, settle any claim or assessmeesject of Taxes, or consent to any
extension or waiver of the limitation period applite to any claim or assessment in respect of Taxes

(iv) make any change to the Compsuag’counting methods, principles or practices;
(v) revalue any of its assets, idahg writing off notes or Accounts Receivable oitimg down any other assets;

(vi) terminate or waive any rightsafbstantial value;
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(vii) take or agree in writing otherwise to take any of the actions described insga (i) through (vi) above.

3.3.14 Liabilities The Company has no Liabilities except for (a)dlilities provided for or reserved against in thadficial Statements
and not discharged subsequent to the dates ofithadial Statements and (b) Liabilities which haeen incurred by the Company
subsequent to the Interim Financial Statement Datige ordinary course of the Company’s businessrat discharged since the Interim
Financial Statement Date, none of which could reably be expected to have a Material Adverse EffEoe Company has no Liabilities that
relate to or have arisen out of a breach of Coftbaeach of warranty, tort, or infringement byagrainst the Company or any claim or lawsuit
involving the Company. The Company does not hayelagiebtedness in the nature of borrowed money fosnbank or other lender, or any
guarantee thereof, other than the Indebtednessfispbyg set forth on Schedules 2.2.1(b) and 2.€) Hnd set forth on the Interim Balance
Sheet or the Closing Date Balance Sheet.

3.3.15 Adequate CasAt the Closing, the Company shall have adequasé and unrestricted funds on hand or borrowingepae
satisfy all accrued short-term liabilities andtedide payables of the Company. All borrowings iy @mpany under construction draw loans
have been applied, in accordance with the Comparsgf funds representations to the applicabldderio trade vendors and not for
employee compensation or other general obligatidtise Company.

3.3.16 AssetsThe Company has good title to its assets, frelectar of any Claims, except for Permitted Liehshedule 3.3.16
contains a list of any Permitted Liens that araumegl under the definition of “Permitted Liens”lie disclosed on a Disclosure Schedule.
Except for those assets listed on Schedule 3.3tiéwvthe Company is using but does not own, the iaom’'s assets are adequate in all
material respects to conduct its business as pifgdering conducted. The Company’s assets and itdrtemgible personal property are in all
material respects in good operating condition a@pair, normal wear and tear excepted, and arebdeiitar the uses intended therefor.

3.3.17 Accounts Receivablall of the Accounts Receivable reflected on theetim Financial Statements or incurred in the radrm
course of business since the Interim Financiak&tant Date have arisen from bona fide transactiotie ordinary course of business and, to
the extent not previously collected, are colleetjliet of any allowance for doubtful accounts showithe Interim Financial Statements, in
the ordinary course of business in accordance théh terms and assuming that the methods of d@lepractices and procedures used in
collection of the Accounts Receivable are conststéth those historically used by the Company. Nohthe Accounts Receivable is or will
be at the Closing Date subject to any counterctaiset-off. All reserves, allowances and discowith respect to the Accounts Receivable
were and are adequate and consistent in extenr@gtdrves, allowances and discounts previouslytaiagd by the Company in the ordinary
course of business.

3.3.18 Insuranceschedule 3.3.18 contains a true, correct and mfist and description (including insurer, caages, annual
premium, deductibles, limitations and expiratioteda of all insurance policies (including fire acakualty, general liability, theft, life,
workers’ compensation, directors and officers, bess interruption, reinsurance and all other
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forms of insurance) which are owned by the Companyhich name the Company as an insured (or logsg)aincluding without limitation
those which pertain to the Company’s assets, ereplogr operations. All such insurance policiesrafell force and effect, all premiums
have been paid thereunder and none of the coveragaled by such policies will terminate or lapgerbason of any of the transactions
contemplated by this Agreement. In the three yesaiod ending on the date hereof, the Company hixeneived any notice from or on bet
of any insurance carrier issuing such insurancieipglto the effect that insurance rates will tiadtier be substantially increased, that there
thereafter be no renewal of an existing policythat material alteration of any owned or leasedqeal or real property, purchase of
additional equipment, or material modification loé tCompanys methods of doing business, will be required auiggested. To the best of
Company’s and the Sellers’ knowledge there areemaling claims that have been denied insurance ageeifhe Company has not failed to
give any naotice or present any claim under anyrarsce policy in due and timely fashion or as reggliioy any insurance policy.

Schedule 3.3.18 sets forth a list of all claims enadder any insurance policies covering the Comjratiye last three years. The Company
has not received notice that any insurer underpafigy is denying, disputing or questioning liahjlivith respect to a claim thereunder or
defending under a reservation of rights clause.

3.3.19 Bank AccountsSchedule 3.3.19 contains a list showing: (antn@e of each bank, safe deposit company or othandial
institution in which the Company has an accourtk loox or safe deposit box and the account balahegsin as of the date set forth beside
each balance, (b) the names of all Persons auditbrizdraw thereon or to have access thereto anaaimes of all Persons, if any, holding
powers of attorney from the Company, and (c) atriiments or agreements to which the Company &tg ps an endorser, surety or
guarantor, other than checks endorsed for colleaiadeposit in the ordinary course of business.

3.3.20 Taxes

(a) The Company has properly congaleind filed on a timely basis all Returns requirede filed. Such Returns are accurate and
complete in all material respects. As of the timhélimg, the foregoing Returns correctly reflectdg facts regarding the income, business,
assets, operations, activities, status and othéersaf or information regarding the Company reggito be shown thereon, and no extension
of time within which to file any such Return hasheequested or granted.

(b) With respect to all amountseaspect of Taxes imposed upon the Company or foclwthie Company is or could be liable,
whether to taxing authorities or to other Persass for example, under tax allocation agreemewit),respect to all taxable periods or
portions of periods ending on or before the Cloddage, all applicable Laws have been complied wittl all amounts required to be paid by
the Company to taxing authorities have been paid.

(c) No issues have been raised amdw@wrently pending by any taxing authority in seation with any of the Returns. No waivers
statutes of limitation with respect to the Retunase been given by or requested from the Compalhgleficiencies asserted or assessments
made as a result of any examinations of Returnsgqursly filed by the Company have been fully paidare fully reflected as a liability in the
Financial Statements and the
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Interim Financial Statements, or are being conteatel an adequate reserve therefor has been estabhnd is fully reflected as a liability in
the Financial Statements and the Interim Finariatlements.

(d) The Company is not a party tdoound by any tax indemnity, tax sharing or tanedktion agreement.
(e) All material elections with resp to Taxes affecting the Company are set forthdhedule 3.3.20.
() None of the assets of the Conyparitax-exempt use property” within the meanirigsection 168(h) of the Code.

(g) The Company has not enteredanteportable transaction with the meaning of $edsi011 of the Code or the regulations
thereunder.

(h) The Company has not agreed tkemaor is required to make, any adjustment unéeti@ 481(a) of the Code by reason of a
change in accounting method or otherwise.

(i) None of the Sellers is a Persthrer than a United States person within the mepoirthe Code and the transactions contemp
hereby are not subject to the withholding provisiof Section 3406 or subchapter A of Chapter 3iefGode.

(j) The Company has disclosed omRiesurns all positions taken therein that couldosable give rise to a substantial understate
of Tax within the meaning of Section 6662 of thed€o

(k) The Company has not had a peantestablishment in any foreign country, as defimeany applicable Tax treaty or convent
between the United States and such foreign country.

() The unpaid Taxes of the Compéenynot exceed the reserve for Tax liability (exahgdany reserve for deferred Taxes establi:
to reflect timing differences between book and eome) set forth or included in the Interim FinmhS&tatements, as adjusted for the
passage of time through the Closing Date, in a@ourd with the past practices of the Company.

3.3.21 ContractsSchedule 3.3.21 contains a true, correct and tmjist of each undischarged Contract (includiigamendments
thereto) that is material to the conduct of the @any’s businesses and to which the Company pariyc¢uding without limitation, all
agreements with (a) suppliers or vendors; (b) ieddent contractors and subcontractors; (c) devedppad (d) any Governmental or
Regulatory Authority. Furthermore, Schedule 3.3:8ftains a true, correct and complete list of atemial personal property and equipment
leases, employment Contracts, consulting Contraitagreements of sale for the purchase of hohsgtshiave not closed, all Contracts under
which the Company has created, incurred, assumed or

22




guaranteed Indebtedness of more than $10,000palr&xts that give the Company any right to pureasd, including options, letters of
intent, rights of first offer and other similar Geacts, and all written warranties, guaranties andther similar undertaking with respect to
contractual performance extended by the Compamnsh Eantract required to be set forth on the DisglesSchedule is in full force and effect
and is valid and enforceable against the Compadytarthe best of the Company’s and the Sellersiadge, the other party(ies) thereto, in
accordance with its terms. Except as may be s#t fioiSchedule 3.3.21, the Company is in compliamite all terms and requirements of
each such Contract and, to the best of the Compamgd the Sellers’ knowledge, each other Persdristiparty to any such Contract is in
compliance with the terms and requirements of sTmhtract. No event has occurred or circumstancgeitiat (with or without notice or
lapse of time) may contravene, conflict with orulen a violation or breach of, or give the Compam any other Person the right to declare a
default or exercise any remedy under, or to acatddhe maturity or performance of, or to canehinate or modify any such Contract.
There are no renegotiations, attempts to renegatiabutstanding rights to negotiate any amoubetpaid or payable to or by the Company
under any such Contract other than with respegbtematerial amounts in the ordinary course offesss, and no Person has made a written
demand for such renegotiation. The Company hasefedsed or waived any of its rights under any sCahtract.

3.3.22 Material Adverse Effecthe Company has not suffered or been threateitadand no Seller has knowledge of any facts which
could reasonably be expected to cause or reswdhinMaterial Adverse Effect including, without itmg the generality of the foregoing, the
existence or threat of any labor dispute, a moi@ioor permit allocation scheme or any changesrtet have a Material Adverse Effect on
any relationship between the Company and its réisjgecustomers, suppliers or employees or relaieahty Contract.

3.3.23 SuppliersSet forth in Schedule 3.3.23 are the names adikaskes of all the suppliers from which the Compandgred
homebuilding supplies, or other goods or servicigls an aggregate purchase price of $10,000 or mharieg the twelve-month period ended
as of the Interim Financial Statement Date andatheunt for which each such supplier invoiced thenGany during such period. The
Company has not received any notice or has anpmdasbelieve that any such supplier will not selpplies, merchandise and other goods to
the Company at any time after the Closing Dateeom$ and conditions substantially similar to thosed in its current sales to the Company,
subject only to general and customary price in@sasd decreases.

3.3.24 Related Parties TransactidBshedule 3.3.24 sets forth all Contracts, arnamegs and other business relationships entered into
by the Company with any of the Related Partiesratien normal employment arrangements and BenlafitsRall of which are disclosed in
the Disclosure Schedule). Schedule 3.3.24 sets &iramounts owed by or to the Company from dhwRelated Parties (excluding
reasonable and customary employee compensatioathaedordinary incidents of employment). No propent interest in any property which
relates to and is or will be necessary or useftihénpresent or currently contemplated future djpmraf the business of the Company, is
presently owned by or leased by or to any RelatetyPNeither the Company nor any Related Partyamaisiterest, directly or indirectly, in
any business, corporate or otherwise, which ioimpetition with the business of the Company.
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3.3.25 PermitsSchedule 3.3.25 contains a true, correct and mfist in all material respects of, and the Camppossesses, all
Permits which are required in order for the Compampnduct its business as presently conductedopoged to be conducted. The Comp
and Sellers have delivered or made available campled accurate copies of each Permit to Purch@lserCompany has not received any
citation, suspension, revocation, limitation, wagbr similar notice regarding the Permits. Witk #xception of those jurisdictions set forth
on Schedule 3.3.25, the Company does not have @mations outside of the State of North Carolina.

3.3.26 Employee Benefit Pland/ith respect to the Benefit Plans of the Company:

(a) The Company does not maintaimiaister or contribute to any Benefit Plan othert those Benefit Plans set forth on
Schedule 3.3.26.

(b) The Company does not maintainanrtribute to any plan or arrangement providinglita or life insurance benefits to former
employees or their dependents, other than benebisded in the event of disability and conversioivileges.

(c) Each Benefit Plan complies,omf and operation, in all material respects, witlajaplicable Laws, including ERISA and the
Code.

(d) All reports and information reéey to each Benefit Plan required to be filed vty Governmental or Regulatory Authority hi
been timely filed and are accurate in all mategapects. All reports and information relating é&le Benefit Plan required to be disclosed or
provided to participants or their beneficiaries é@@een timely disclosed or provided. To the beshefCompany’s and Selletshowledge, ni
fiduciary of any Benefit Plan has committed a bheatany responsibility or obligation imposed ugdihuciaries under ERISA with respect to
such Benefit Plan.

(e) There are no actions, suits¢pealings, investigations or hearings pending ahedest of the Company’s and Sellers’
knowledge, overtly threatened with respect to aapdit Plan or any fiduciary or assets thereofeothan claims for benefits arising in the
ordinary course of any Benefit Plan.

3.3.27 Employee Relation&) To the best of the Company’s and Sellers\Wedge (without independent investigation or inglino
employee of the Company is a party to, or is otl@wound by, any Contract, including any confiddity, noncompetition or proprietary
rights agreement, between such employee and ary Btrson that materially adversely affects or affiéct the performance of that
employee’s duties as an employee of the Compaltguwimig the Closing. Except as set forth on Sche@ude27, to the best of the Company’s
and Sellers’ knowledge (without independent ingggton or inquiry), no officer or other key empleyef the Company currently intends to
terminate employment with the Company.

(b) There is not presently pendingto the best of the Company’s and Sellers’ knodgée overtly threatened any: (i) strike,
slowdown, picketing, work stoppage or employeevguee process; (ii) charge, grievance proceedirgtmr claim against or affecting
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the Company relating to the alleged violation of &aw pertaining to labor relations or employmerattars, including any charge or
complaint filed by an employee or union with thetidiaal Labor Relations Board, the Equal Employm@pportunity Commission or any
comparable Governmental or Regulatory Authorit} (inion organizational activity or other labor @mployment dispute against or affect
the Company; or (iv) application for certificatiofia collective bargaining agent.

(c) To the best of the Company’s 8etlers’ knowledge, no event has occurred or oistances exist that could provide the basis
for any work stoppage or other labor dispute wispect to the Company. There is no lockout of angleyees of the Company, and no such
action is contemplated by the Company.

(d) No employee of the Company has@aim against the Company (whether under Law,eamployment Contract or otherwise)
on account of or for: (i) overtime pay, other tlewertime pay for the current payroll period, (iiages or salaries, other than wages or salaries
for the current payroll period, or (iii) vacatiorsick leave, time off or pay in lieu of vacatioigksleave or time off, other than vacation, sick
leave or time off (or pay in lieu thereof) earnadhe 12 month period immediately prior to the dzftthis Agreement. The Company has
made all required payments to the relevant unenmpéoy compensation reserve account with the ap@tepgovernmental departments with
respect to its respective employees and such atcbhawue positive balances.

(e) Schedule 3.3.27 contains a ttogect and complete list of all employees of @mmpany as of the date of this Agreement,
together with their base salaries, bonuses andigusi Schedule 3.3.27 correctly states the nurabemployees laid-off by Company in the
90 days preceding the date hereof.

(f) To the best of the Company’s &wmdlers’knowledge, no employee of the Company is an undeoted alien or has been hirec
violation of the immigration Laws.

(g) The employment of each of thenpany’s employees, including Richard Weale, is teafle at will without cost to the
Company, except for payments required under theftdPlans and the payment of accrued salariesages and vacation pay.

3.3.28 Litigation and Claimsschedule 3.3.28 sets forth all litigation or predings, at law or in equity, before any Governmlemt
Regulatory Authority, pending or, to the best &f @ompany’s and Sellers’ knowledge, threatenechagjany Seller, the Company or the
officers, directors or Affiliates of the Companyithwrespect to or affecting the Company’s operatjdontracts, business or assets, or with
respect to the consummation of the transactionteoguiated hereby, and to the best of the Compamdsthe Sellers’ knowledge, any basis
for any of the foregoing.

3.3.29 Decrees, Orders or Arbitration Adga The Company is not a party to, or to the beshefCompany’s and the Sellers’
knowledge bound by, any decree, order or arbitnagiward (or agreement entered into in any admatisg, judicial or arbitration
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proceeding with any Governmental or Regulatory Aitlr) with respect to or affecting the Companypeaations, business or assets.

3.3.30 Compliance with Law3he Company is not in violation of, or delinquantiny material respect in respect of, any deasdsr
or arbitration award or Law of or agreement withany Permit from, any Governmental or Regulatonth®rity to which the property, asst
personnel or business activities of the Companyabgect, including Laws relating to equal emplonin@pportunities, fair employment
practices, occupational health and safety, wagdsauars, and discrimination. During the last thyears, the Company has not received from
any Governmental or Regulatory Authority any writteotification with respect to possible noncomptiamf any decree, order, writ,
judgment or arbitration award or any Le

3.3.31 Environmental Matter§here is no Environmental Claim pending or, ® est of the Company’s or Sellers’ knowledge,
threatened against the Company. The Company {@c@mpliance in all material respects with all bggble Environmental Laws and
Environmental Permits and (b) possesses all matemidronmental Permits which are required for tiperation of its business and
operations, all of which are set forth on Sche@®®31. The Company has not received any commuarcatleging that it is not, or at any
time has not been, in compliance with any appliedivironmental Laws or Environmental Permits, Imas the Company received any
written notice from any Person with respect to Reyal Property or Leased Real Estate of potentiattaral liability or a written request for
information from any Person under or relating toRTEA or any comparable state or local Law. No R&ralperty or Leased Real Estate is
currently listed on the National Priorities Listtbe Comprehensive Environmental Response, Compiensand Liability Information
System, both promulgated under the CERCLA or amgparable state list. There is not and has not te#re best the best of the Company’s
and the Sellers’ knowledge in any material resfigeiny Hazardous Substances used, generatecedrestivred, transported, disposed of,
handled or otherwise existing on, under or aboytReal Property or Leased Real Estate in violatibEnvironmental Laws and (ii) any
underground or above-ground storage tanks locatexhg Real Property or Leased Real Estate. All igrdend or above-ground storage
tanks previously located at any Real Property @see Real Estate (and not presently thereat & afate hereof) were, to the best of the
Company’s and the Sellers’ knowledge (in the cdsmy removal by a third party), removed in accoawith all Environmental Laws.
There has been no Release or, to the Company’samaidSeller's knowledge, any threat of ReleasangfHazardous Substance at or from
any Real Property or Leased Real Estate.

3.3.32 Real Property

(a) Schedule 3.3.32(a) containgi@, tcorrect and complete legal description, stiddtess (to the extent one exists) and tax parcel
identification number of each tract, parcel anddvided lot constituting all of the Real Propertyreed by the Company or which is the
subject of any Contract to which the Company isudyp and Schedule 3.3.32(a) correctly identifieshsReal Property as Fully Developed
and Buildable Land or Undeveloped Land and statesthver each such tract, parcel or lot is held @sntory or is used for some other
purpose. For Undeveloped Land, Schedule 3.3.3@éamtifies the zoning and/or permit approval statusach parcel along with the numbe
subdividable lots upon which homes are to be consd. For Fully Developed and Buildable Land, Siche 3.3.32(a) identifies all
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subdivided lots upon which a home is fully constedcor under construction. For lots upon which méds currently under construction, a
percentage of completion shall be designated foin sach lot as of the Closing Date. For existirtg lgpon which a home has been fully
constructed, Schedule 3.3.32 indicates whetheratrmodel, speculative or sold unit as of the @p&late. Upon Closing, Purchaser will
acquire all of the right, title and interest of empany in the respective Real Property, including not limited to, any Improvements
constructed thereon and any Contracts relatedtthaféth respect to the Real Property subject @patract representing an agreement or
option of the Company to purchase lots, such Cotdraccurately set forth all obligations of the Qxamy to take-down or purchase lots and
the applicable time periods or schedule for sukb-tiowns or purchases .Except as disclosed in Sch8dig2, the Company owns good |
marketable title to its fee simple estates in tealfProperty, free and clear of all Claims othantthe Permitted Liens. True, correct and
complete copies of (i) all deeds, existing titleurance policies, plans of subdivision, all titeeembrances and exceptions and surveys of or
pertaining to the Real Property and (i) all instents, agreements and other documents evidencew®gjrgy or constituting any Claims on the
Real Property have been delivered to Purchaser.

(b) To the best of the Company’s #relSellers’ knowledge: the use of the Real Ptypequired to be set forth on the
Schedule 3.3.32(a) for the various purposes fockwhiis presently being used, or for which it &g planned to be used, is permitted under
all applicable Laws and is not subject to “pernditteonconforming” use or structure classificaticasjmprovements on the Real Property are
in compliance with all applicable Laws, includifgpse pertaining to zoning, building and the disdjdéege in good repair and in good
condition, ordinary wear and tear excepted, andragefrom latent and patent defects; and no daahyg improvement on the Real Property
encroaches on any real property not included irRibal Property, and there are no buildings, stresfuixtures or other Improvements
primarily situated on adjoining property that eraxrb on any part of the Real Property.

(c) With respect to the Real Propeeqjuired to be set forth on Schedule 3.3.32@)hdot abuts on and has direct vehicular access
to a public road or has access to a public road yiarmanent, irrevocable, appurtenant easemeafitieg such lot, is supplied with public
quasi-public utilities to the boundaries of thedod other services appropriate for the operatfdhelmprovements, if any, located thereon
and to the best of the Company’s and the Sellergiwedge no lot for a home is located within amofl plain or area subject to wetlands
regulation or any similar restriction. All offsimasements required in connection with the developered subsequent construction of homes
upon any lots within the Real Property have bedaninbd and paid for by the Company. With respeeiltsuch Real Property, all water,
sewer, electric and telephone facilities and dlkotitilities required for the normal use and opiereof the residences constructed or to be
constructed on the lots are installed within tlieeds or sidewalks of the lots and can be conndotagse by the residences without charge
except the normal and usual nondiscriminatory ¢gs fand utilities charges. With respect to the Regberty required to be set forth on
Schedule 3.3.32(a), there is no existing or proggéan to modify or realign any street or highwayaay existing or proposed eminent
domain proceeding that would result in the takihglbor any part of any lot or that would prevemthinder the continued use of any lot as
heretofore used in the conduct of the Company’aless.
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(d) For each parcel of Real Propegtyuired to be set forth on Schedule 3.3.32(&)ishsubject to a recorded plat, Purchaser has
been provided with a complete copy of such recoplatl For each Real Property or Contract whichstitutes an option to purchase Real
Property that is not subject to a recorded pl&,Gbmpany and Sellers have no knowledge of (i)ratification from any Governmental or
Regulatory Authority indicating that such tractparcel is subject to any Law outside of the ordiraourse of business, or not uniformly
imposed on all similar properties within such Gaweental or Regulatory Authority’s jurisdiction an @ny notification from any
Governmental or Regulatory Authority indicatingtthay plans to develop such tract or parcel mayeapproved or may be approved with
less density than the current zoning designatiomPs

(e) Schedule 3.3.32(e) containsia,tcorrect and complete list of all street addressd legal descriptions of the Leased Real E
All Leased Real Estate is leased to the Companguaunt to written leases, complete and accuratesagiwhich have been previously
delivered to Purchaser, and all of which are ihffudce and effect. Except as set forth in Sche@uB32(e), the Company has not subleased
any Leased Real Estate. The Leased Real Estaté ssilject to any leases or tenancies of any kirdept for the Company’s leases. The
Leased Real Estate constitutes all of the realgrtg@and Improvements leased by the Company.

(f) To the best of the Company’s #mel Sellers’ knowledge, the Leased Real Estatetiin possession of any adverse possessors, i
used in a manner which is consistent and permityeaipplicable zoning ordinances and other Lawsawitlspecial use approvals or permits,
are served by all water, sewer, electrical, tel@ghdrainage and other utilities required for ndropeerations of the Compars/business, is i
good condition and repair, and requires no workiggrovements to bring it into compliance with ampphcable Law or to repair or
maintenance the Improvements thereon. None oftility gompanies serving any of the Leased Reahteshas threatened the Company with
any reduction in service.

(9) To the best of the Company’s t#relSellers’ knowledge; there are no challengeppeals pending regarding the amount of the
real estate Taxes on, or the assessed valuatitimedfeased Real Estate, and no special arrangsmeagreements exist with any
Governmental or Regulatory Authority with respéwreto. There are no condemnation proceedings pgiadj to the best of the Company’s
and Sellers’ knowledge, threatened with respeanioportion of the Leased Real Estate. There tsxassessment (in addition to the normal,
annual general real estate tax assessment) penditagthe best of the Company’s or Sellers’ knalgke, threatened with respect to any
portion of the Leased Real Estate.

3.3.33 Intellectual Property

(a) Schedule 3.3.33 sets forth apglete and accurate list of any and all U.S. andifpr copyright registrations, copyright
applications, patents and patent applicationsetraak and service mark registrations (includinginét domain name registrations),
trademark and service mark applications and matanigistered trademarks and service marks induwdthin the Intellectual Property,
owned, licensed or otherwise used by the
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Company (collectively, the Company Intellectual Property) and identifies each as owned, licensed or otierwsed.

(b) Schedule 3.3.33 sets forth aglebte and accurate list of all Proprietary Softwand Software which is licensed, leased or
otherwise used by the Company (other than “offghel” Software), and identifies which Softwareisned, licensed, leased or otherwise
used, as the case may be.

(c) Schedule 3.3.33 sets forth aplete and accurate list of all Intellectual Propéiitenses.
(d) The Company is the owner ofhas exclusive rights to use, all of the Compangllettual Property.

(e) The conduct of the Company’sihess and the exercise of its rights relating ®o@ompany Intellectual Property does not
infringe upon or otherwise violate the intellectpabperty rights of any Person.

(f) To the best of the Company’s #mel Sellers’ knowledge, no Person is infringingmijr otherwise violating any of the Company
Intellectual Property.

(g) The Company has not receivediteaif any claims, and, to the best of the Compmoy'Sellers’ knowledge, there are no
pending claims, of any Persons relating to the scopnership or use of any of the Company Intall@gicProperty.

(h) The Company has not licenseslutdlicensed its rights in any of the Company letglial Property or received or granted any
such rights, other than pursuant to Intellectuaprty Licenses.

(i) All Proprietary Software washat developed by employees of the Company withérnsttope of their employment or by
independent contractors who have assigned théit tagthe Company pursuant to written agreements.

3.3.34 Product LiabilityEach of the residential homes built and soldHgy@ompany is, and at all times has been, in camgd in all
material respects with all applicable Laws andig] at all relevant times has been, fit for thaéran purposes for which it is intended to be
used and conforms to any promises or affirmatidriacd made in connection with the sale. Thereoslasign defect or construction defect or
common element defect with respect to any of suchds and there is no presence in any materialeespenold or existing water intrusion
issues with respect to a home under constructidnuitirand sold by the Company and the Companynbaseceived any notice of same from
any contractor, supplier, vendor, contract purchasewner of a home constructed by the Compangrd&lare no claims, actions, suits,
inquiries, proceedings or investigations pendingmthe best of the Company’s and the Sellersikadge, threatened against the Company
that any of such homes are defective or were ingtpmesigned or constructed or improperly labeledtherwise improperly described for
use and there is no known basis for any of thegfuirey. Each of the homes constructed, sold, arideted by the Company has conformet
all material respects with all basic plans and digations and applicable contractual commitmermiead to
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between the Company and the purchaser of such remmdehe Company has no Liabilities for replacentie@teof or other Damages in
connection therewith, subject only to the reseoregpfoduct warranty claims set forth on the facéhefFinancial Statements, as adjusted for
operations and transactions through the Closing eaccordance with the past custom and practitedCompany.

3.3.35 Commercial Briber\None of the Company, Sellers, or, to the besh®@iCompany’s and Sellers’ knowledge, any of the
Company’s former or current officers, directorspboyees, agents or representatives, has madetlglioeéndirectly, with respect to the
business of the Company, any bribes or kickbadlkegal political contributions, payments from corate funds not recorded on the books
records of the Company, payments from corporatdsua governmental officials, in their individuapacities, for the purpose of affecting
their action or the action of the government thegyresent, to obtain favorable treatment in secusirginess or licenses or to obtain special
concessions, or illegal payments from corporatel$un obtain or retain business. Without limitihg generality of the foregoing, neither
Sellers nor the Company has directly or indirentigde or agreed to make (whether or not said payiméaful) any payment to obtain, or
with respect to, sales other than usual and regolapensation to the Company’s employees and sgpessentatives with respect to such
sales.

3.3.36 No Omissions he representations and warranties of the Compadyeach Seller in this Agreement, and all reprasiens,
warranties and statements of the Company and egltdr Sontained in any schedule, Financial Statepehibit, list, certificate or other
document delivered pursuant hereto or in connetterewith, do not omit to state a material factassary in order to make the
representations, warranties or statements contéieein or therein not misleading in any matemsject.

3.3.37 BrokersNone of the Company, the Sellers or any of trespective Affiliates has dealt with any Person vghentitled to a
broker’'s commission, finder’s fee, investment bats&ee or similar payment from Purchaser, the Canypor the Sellers for arranging the
transactions contemplated hereby or introducingtrées to each other.

ARTICLE IV
RESERVED

ARTICLE V
CONDITIONS TO CLOSING

5.1 _Conditions to the Compdsyand SellersObligationsThe obligation of the Company and Sellers to ctbsetransactions contemplated
hereby is subject to the fulfillment of all of tfelowing conditions on or prior to the Closing,arpthe non-fulfilment of any of which, this
Agreement may, at the Company’s or Sellers’ optinterminated pursuant to and with the effectah in Article X:

5.1.1 The representations and warrantigde by Purchaser shall be true, correct and caengéeif originally made on and as of the
Closing.
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5.1.2 No lawsuit, proceeding or invediigashall have been commenced by any Governmenfégulatory Authority on any grounds
to restrain, enjoin or hinder the consummatiorheftransactions contemplated hereby.

5.1.3 Any applicable waiting period thay have been required by any Governmental or Rémyl Authority to the consummation of
the transactions contemplated hereby shall havieezkpr been terminated.

5.1.4 Purchaser shall have deliveredeltes all of the documents set forth in Sectich 6.

5.1.5 The transactions contemplated byLind Purchase Agreements shall be consummatediaireously with the Closing.

5.2 Conditions to Purchas&e©ObligationsThe obligation of Purchaser to close the transast@mntemplated hereby is subject to the
fulfillment of all of the following conditions onrgorior to the Closing, upon the non-fulfilmentary of which, this Agreement may, at
Purchaser’s option, be terminated pursuant to atidthe effect set forth in Article X:

5.2.1 The representations and warramigde by the Company and/or the Sellers (i) in #s ©f such representations and warranties
qualified by materiality, shall be true, correctiamomplete as if originally made on and as of thesi@ig and (ii) in the case of such
representations and warranties not qualified byenedity, shall be true, correct and complete imadterial respects as if originally made on
and as of the Closing.

5.2.2 All obligations of the Company amdthe Sellers to be performed hereunder througgh,recluding on the date of, the Closing
(including all obligations which Sellers would keuired to perform at the Closing if the transawicontemplated hereby were
consummated) shall have been fully performed imalterial respects.

5.2.3 All of the Required Consents shalle been obtained. To the extent any Permits wirdmental Permits held by the Company
are not assignable, Purchaser shall have eithaeingst licenses and permits on substantially theedenms as the Permits and Environmental
Permits have been issued to the Company, or séradl bbtained binding commitments from the appliedbbvernmental or Regulatory
Authorities to issue such licenses and permitautetaser following the Closing.

5.2.4 During the period from the datehi$ Agreement to the Closing, there shall not has@urred, and there shall not exist as of the
Closing, any condition or fact which, individually in the aggregate, has or reasonably may be tegbexresult in a Material Adverse Effe
Additionally, during the period from the date ofstiAgreement to the Closing, neither the Companyamy material portion of its assets shall
have been materially and adversely affected byorea§any loss, condemnation, destruction or damagether or not insured against.

5.2.5 No lawsuit, proceeding or invediigashall have been commenced by any Governmentégulatory Authority on any grounds
to restrain, enjoin or hinder the consummatiorheftransactions contemplated hereby.
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5.2.6 Any applicable waiting period tihaay have been required by any Governmental or Rémyl Authority to the consummation of
the transactions contemplated hereby shall havieezkpr been terminated.

5.2.7 The transactions contemplated byLind Purchase Agreement shall be consummatedtairaausly with the Closing and the lot
purchase and option agreements relating to theldisdd and Providence subdivisions shall have be®ended to Purchaser’s satisfaction.

5.2.8 Purchaser and one or more of thierSdave finalized and entered into purchaseaagents as provided in Section 8.6.1.

5.2.9 The Company and Sellers shall himlwered to Purchaser all of the documents s¢h farSection 6.3.

ARTICLE VI
CLOSING

6.1 Form of Documentst the Closing, the parties shall deliver the doenis, and shall perform the acts, which are sét farthis
Article VI. All documents which the Company or S8 shall deliver shall be in form and substanesarably satisfactory to Purchaser and
Purchaser’s counsel. All documents which Purchsiselt deliver shall be in form and substance reallynsatisfactory to Sellers and Sellers’
counsel.

6.2 Purchasks DeliveriesPurchaser shall execute and/or deliver to Sellerf the following:
6.2.1 the Purchase Price;

6.2.2 a certificate of the secretary ofdhaser certifying as true, correct and completefollowing: (a) the incumbency and specimen
signature of each officer of Purchaser executimgAlgreement and any other document delivered ngiesuon behalf of Purchaser; (b) a c
of Purchaser’s certificate of incorporation andawys; and (c) a copy of the resolutions of Purchaserard of directors authorizing the
execution, delivery and performance of this Agreenasd any other documents delivered by Purchaseuhder;

6.2.3 a closing certificate executed byegecutive officer of Purchaser, on behalf of Raser, pursuant to which Purchaser certifies to
Sellers that: (a) Purchaser’s representations amchwties to Sellers are true, correct and completaf the Closing as if then originally made
(or, if any such representation or warranty is wain any respect, specifying the respect in wthiehsame is untrue); (b) all covenants
required by the terms hereof to be performed bygager on or before the Closing, to the extentvadted by Sellers in writing, have beer
performed (or, if any such covenant has not begresiormed, indicating that such covenant has sehtperformed); and (c) all document
be executed and delivered by Purchaser at ther@dsive been executed by duly authorized officePuochaser;
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6.2.4 the Employment Agreement to beredt@nto with each of Glenn Hartman and Pablo Redted the Noncompetition Agreement
to be entered into with each Seller, respectivetgcuted by a duly authorized officer of Purchaser;

6.2.5 the Land Purchase Agreement an&éxeand Rex2 Amendments, duly executed by thehaaer; and

6.2.5 without limitation by specific enamation of the foregoing, all other documents reabty required from the Company and Sel
to consummate the transactions contemplated hereby.

6.3 Comparg and SellefsDeliveriesThe Company and Sellers, as applicable, shall ¢zemd/or deliver to Purchaser all of the
following:

6.3.1 certificates representing all ansling Shares, duly endorsed in blank or with dxigcuted stock powers attached;

6.3.2 physical possession of all recorasgible assets, licenses, policies, Contracésgplleases or other instruments owned by or
pertaining to the Company which are in the poseessi Sellers;

6.3.3 the minute books and stock recofdee Company;

6.3.4 a certificate executed by eacheBetlertifying that each Seller is not a persoerdity subject to withholding under the Foreign
Investment in Real Property Tax Act, as amended,

6.3.5 the Land Purchase Agreement an&é&xeand Rex2 Amendments, duly executed by theSalind Sellers’ Affiliates party
thereto;

6.3.6 copies of all of the Required Cartsg

6.3.7 a Seller Release, in a form of Bithi attached hereto, duly executed by each Seller acld Affiliate and Related Party
identified on Schedule 3.3.24;

6.3.8 the written resignations effectageof the Closing Date of such directors, officard managers of the Company as requested by
Purchaser to resign;

6.3.9 certified copies of the Companyticées of incorporation issued by the Secretargtate of the State of North Carolina

6.3.10 certificates of good standingdach of the Company issued not earlier than tes gagr to the Closing, by the Secretaries of
State of North Carolina.;

6.3.11 a certificate of the secretaryhef Company certifying as true, correct and coneplle¢ following: (a) the incumbency and
specimen signature of each Seller and each officdre Company executing this Agreement and angralbcument delivered hereunder on
behalf of the Company or Sellers; (b) a copy ofliflaws of the Company; and (c) a copy of
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the resolutions of the Company’s board of directord shareholders authorizing the execution, dslimad performance of this Agreement
and any other documents delivered by the Compareuhder;

6.3.12 a closing certificate duly execuity the President of the Company, on behalf oGbmpany, and by each Seller, pursuant to
which the Company and each Seller certifies to Rager that: (a) the Company’s and Sellers’ reptatiens and warranties to Purchaser are
as set forth in Section 5.2.1 of this Agreementf(any such representation or warranty is untruariy respect, specifying the respect in
which the same is untrue); (b) all covenants rexgliby the terms hereof to be performed by eitheiGbmpany and each Seller on or before
the Closing, to the extent not waived in writingPyrchaser, have been so performed (or if any soebnant has not been so performed,
indicating that such covenant has not been perfdynaad (c) all documents to be executed by the @y and each Seller and delivered at
the Closing have been executed by duly authorifiéckes of the Company and by each Seller, as aable;

6.3.13 the Employment Agreement to bermat into with each of Glenn Hartman and PablodRe#ind the Noncompetition Agreement
to be entered into with each Seller, respectiveyl each duly executed by Richard Weale, Glenmiéartand Pablo Reiter, respectively;

6.3.14 the written opinions of SatiskyS&verstein, L.L.P., counsel to the Company andSbk#ers, dated as of the Closing Date, in
substantially the form of Exhibit &tached hereto; and

6.3.15 without limitation by specific enaration of the foregoing, all other documents @eably required from Purchaser to
consummate the transactions contemplated herebinaluding all documents referred to in the Discl@sSchedule.

ARTICLE VII
POST-CLOSING AGREEMENTS

7.1 PosClosing AgreementBrom and after the Closing, the parties shall ltheeaespective rights and obligations which ardarh in
the remainder of this Article VII.

7.2 Inspection of Record@sach Seller shall make his or her books and reqandiiding work papers in the possession of haatants)
with respect to his or her investment in the Comyparailable for inspection by Purchaser, or by Baser’s duly authorized representatives,
for reasonable business purposes at all reasotiatde during normal business hours, for a sevenpe@od after the Closing Date, with
respect to all transactions of the Company occgmpiror to the Closing, and the historical finah@iandition, assets, Liabilities, operations
and cash flows of the Company. Purchaser shalkectinesCompany to make its books and records withe to tax matters available for
inspection by Sellers or by Sellers’ duly authadizepresentatives for reasonable business purppsdiseasonable times during business
hours, for a seven year period after the Closingge D&s used in this Section 7.2, the right of irctjpe includes the right to make extracts or
copies.
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7.3_Use of Trademarl&ach Seller shall not use, and shall not licenggeaomit any third party to use, any name, slogago lor trademark
which is deceptively similar to any of the namesrademarks used in connection with the businesseo€Company. Promptly and in any
event within 10 business days following the Closifgllers shall cause Capitol Homes of Triangle ltb€hange its corporate name to
exclude any reference to “Capitol Homes” and Sgl#drall not, and shall cause their respective iaféis not to, use the name “Capitol
Homes” or any derivation thereof for the conducbos$iness following the Closing.

7.4 Payments of Accounts Receivabl¢he event any Seller shall receive any instruenpayment of any of the Accounts Receivable,
such Seller shall forthwith deliver such instrunsstat the Company or Purchaser, endorsed wheresagewithout recourse, in favor of the
Company or Purchaser.

7.5 Third Party Claim$he parties hereon shall cooperate with each etiterrespect to the defense of any Third Party @tasubsequent
to the Closing Date which are not subject to tltemnification provisions contained in Article IX;qvided that the party requesting
cooperation shall reimburse the other party foratier party’s reasonable out-of-pocket costs ampemrses of furnishing such cooperation.

7.6 Further Assuranc@$e parties shall execute such further documentsparform such further acts, as may be necessargrisfer and
convey the Shares to Purchaser, on the terms hegetained, and to otherwise comply with the teafithis Agreement and consummate the
transactions contemplated hereby.

7.7 Right of First Offer.

(a) Right of First Offer. Sellers agree thatidg the period from the Closing Date to the tharthiversary of the Closing Date (thRi¢ht of
First Offer Period”), Sellers shall not, and Salshall cause any Affiliate not to, offer to sallsell any Covered Properties without first
offering such Covered Properties for sale to Pusehpursuant to the procedures described belowRtigit of First Offer”). Notwithstanding
the foregoing, neither Sellers nor the AffiliateaBibe required to offer any Covered PropertieBiochaser hereunder if such Covered
Properties (i) are being transferred to anotheiliafé or to any other Seller, or (i) if such Coed Properties are those presently under
contract with Bill Clark Homes of Raleigh, LLC, astription of which is set forth in Schedule 7.@r the purposes of this Section 7.7,
“Covered Properties” means (i) any for sale Devetbpots or Undeveloped Lots that are developedddeiS or any Affiliate of Sellers in
those tracts of property identified as Clevelandr§s Subdivision, Phases 2, 3, and 4, as showoak of Maps 3055 Page 950, Book of
Maps 2826 Page 190, and Book of Maps 2826 Pageall9a,the Johnston County, North Carolina RegisfeDeeds Office (“Cleveland
Springs”),and (ii) any for sale Developed Lots that are depet! by Sellers or any Affiliate of Sellers in thaict of property identified as L
1, Glenwood Station West, as shown in Book of M2@36, Page 71, Wake County, North Carolina Regaft€®reeds Office (“Glenwood
Station”), whether for attached or detached hou&ngl any for sale of such Glenwood Station prgpertts entirety in raw undeveloped
form for a purchase price of $4.1 million or ledg)the event that a Seller or an Affiliate of &elis developing a mixed use project, only the
lots included therein that would constitute CovelPedperties as defined above shall be deemed GhReoperties.
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(b) Offer. Prior to offering for sale any Cogd Properties, the Sellers shall (or the Selleadl sause the Affiliate to) provide written not
to Purchaser describing such Covered Properties‘Qffered Properties”) and stating the lot priddg, number of lots to be sold, and other
material terms at which the Sellers (or the Afféaoffers to sell the Offered Properties to Pusehdthe “Offer”). Notwithstanding anything
to the contrary herein, (i) the lot prices offetedPurchaser in the Offer for Developed Lots in@land Springs shall be $43,000.00 per lot
plus (a) the actual cost of sewer tap fees parritiously paid (currently $2,400.00 per lot),(lBrh the date of Closing, a 2% escalator
applied semiannually on each December 31 and Juf@l8wing the Closing,(c) the actual cost of arew governmental fees not in
existence on the date of Closing, and (d) any am&e in excess of 4% per annum in any of the camsgof expense set forth on Schedule 7.7
above the budgeted amounts therefore set forthchadsile 7.7; (ii) the lot prices offered to Purdraa the Offer for Undeveloped Lots in
Cleveland Springs shall be $23,000.00 per lot fd)ishe actual cost of sewer tap fees per lot presly paid (currently $2,400.00) per lot,

(b) from the date of Closing, a 2% escalator apptiemiannually on each December 31 and June 3ol the Closing, and

(c) reimbursement for the actual costs of Improvethiassociated with the Undeveloped Lots; (iii) ldteprices offered to Purchaser in the
Offer for any for sale Developed Lots in Glenwoddt®n shall be $55,000.00 per lot plus (a) from date of Closing, a 2% escalator app
semiannually on each December 31 and June 30 foliptlie Closing, (b) the actual cost of any newagomental fees not in existence on
day of Closing and (c) any increases in exces®opdr annum in any of the categories of expenstrton Schedule 7.7 above the
budgeted amounts therefore set forth on Scheduleséllers further agree that, prior to the termamaof the Right of First Offer Period, they
will have (or caused the Affiliate to have) presshan Offer to Purchaser for all the Cleveland ri@giproperty, either as Developed Lots or
Undeveloped Lots in accordance with the terms aodigions herein.

(c) Evaluation Notice. Within ten (10) daydidaving receipt of the Initial Offer, Purchaser #heotify Sellers in writing whether or not
Purchaser intends to evaluate the Offered Proggie “Evaluation Notice”). If the Evaluation Nagiindicates that Purchaser does not wish
to evaluate the Offered Properties or if Purchéaiés to deliver an Evaluation Notice to Sellerghini such ten (10) day period, Sellers (or the
Affiliate) shall be free to negotiate and concluidsale, as specified in the Offer, of the Offereaprties with other Persons for a period of
one (1) year following receipt by the Purchasethef Offer. If the Evaluation Notice is received®¢llers within such ten (10) day period and
it indicates that Purchaser wishes to evaluat®ffered Properties, then for thirty (30) days fallog receipt by Sellers of the Evaluation
Notice, Purchaser shall have the right to evaltleeOffered Properties (tI*Evaluation Period”) and the remainder of this &&t.7 shall
apply.

(d) Certain Information. During the first t€t0) days of the Evaluation Period, Sellers slmalkhall cause the Affiliate to, promptly
provide Purchaser with such documents and infoonatoncerning the Offered Properties as Purchasdirreasonably request to the extent
such documents and information are possessed f@asonably available (without cost or expense)ite® and the Affiliate. The type of
information to be provided shall include the squamage minimums applicable to such lots and otéstrictions (including deed restrictio
if applicable) relating to such lots. Neither thell&s nor any Affiliate makes or
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shall be deemed to make any representation or mtgireas to the accuracy or completeness of suchmdests and information, provided that
this will not prevent disclosure to Purchaser ® é¢ltent that such disclosure is required by lawoairt order.

(e) Acceptance; Rejection; Matching. Priotite end of the Evaluation Period, Purchaser sithkbreaccept or reject the Offer. If Purcha
accepts the Offer, Sellers and Purchaser shallSalidrs shall cause the Affiliate to concludehke of such Offered Properties on the terms
contained in the Offer. If Purchaser rejects theeOSellers (or the Affiliate) shall be free togmtiate with, and sell, as specified in the Offer,
the Offered Properties to other Persons; provitteat; (i) Sellers may not (or Sellers shall caueeAffiliate not to) accept any offer to
purchase the Offered Properties from any otherdPedlsring the Right of First Offer Period withourst re-offering the Offered Properties on
the same terms to Purchaser if the other offeraiosia closing sales price for the Offered Progsitat is less than the closing sales price
contained in the Offer, or contains terms thahim aggregate are materially less favorable to Sglte the Affiliate). For this purpose, if the
price contained in either the Offer or in the otbfer is payable over time in whole or in partgqtliinanced portion”), then the present value
of the financed portion shall be calculated usin@% discount rate, and such present value shalebmed to be included in the “price” for
comparison purposes; and (ii) Sellers shall beirequo give (or Sellers shall cause the Affilikdegive) to Purchaser ten (10) days to match
any offer described in Section 7.7 (e)(i) above.

() Reoffer in Certain Circumstance. Subjectite terms of Section 7.7(g), Sellers shall baireq to (and shall cause the Affiliate to) of
Purchaser another Evaluation Period in accordaiitbetiis Section 7.7 with respect to any Offeredgerties which the Sellers or an
Affiliate, as the case may be, is continuing teeofbr sale if such Offered Properties have nonlsedd by the later of one (1) year after the
expiration of (i) the previous Evaluation Periodtwiespect to such Offered Properties or (ii) iblagable, to such Offered Properties, the ten
(10) day match period described in Section 7.74e)(i

(g) Termination of Right of First Offer. Indrevent of a breach or default by Purchaser uridan @greement for purchase and sale for
of the Offered Properties or (ii) any obligationsrestrictions imposed by the documents of convegani any Offered Properties to Purchaser
(the Offered Properties described in (i) or (iijraethe “Subject Offered Properties”) and such bhear default is not cured within any
applicable cure period provided in the applicalgeeament or document and after any notice requiyeahy such agreement or document has
been given, the provisions of this Section 7.7 Isl#bmatically terminate and be of no further foend effect with respect to all Subject
Offered Properties and with respect to all otheve®ed Properties located in the project(s) in whishSubject Offered Properties are loca

(h) No Obligation to Sell. It is understoo@tkexcept for the provisions of the last sentericgeation 7.7(b) above, neither Sellers nor any
Affiliate has an obligation to market or sell angw@red Properties (provided that the foregoinglstalrelieve the Sellers from complying
with this Section 7.7 if they decide to offer faes any Covered Properties) or to accept any offedle by Purchaser.
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ARTICLE VIII
OTHER AGREEMENTS

8.1 Confidentialitffach of the parties hereto hereby agrees to keeexistence and terms of this Agreement (excethte@xtent
contemplated hereby), and such information or kedgé obtained pursuant to the negotiation and ¢xecof this Agreement or the
effectuation of the transactions contemplated heretnfidential;_provided however, that the foregoing shall not apply to informatimm
knowledge which (a) a party can demonstrate wasdyr lawfully in its possession prior to the discige thereof by the other party, (b) is or
becomes generally known to the public and did mabime so known through any violation of Law, opafentiality agreement or other
contractual, legal or fiduciary obligation of caténtiality of the disclosing party or any othertgawith respect to such information, (c) is l¢
lawfully acquired by such party without confidelitiarestrictions from other sources not bound pplecable confidentiality restrictions,

(d) is required to be disclosed under applicable bathe rules of the Securities and Exchange Caion or any stock exchange, (e) is
required to be disclosed to satisfy a conditiothef Agreement and (f) is required to be discldsgdrder of court or Governmental or
Regulatory Authority with subpoena powers (provideat such party shall have provided the otherypaith prior notice of such order and
opportunity to object or seek a protective ordet take any other available action) or in connectigth any lawsuit or arbitration proceeding
between the parties hereto (and in such eventtorilye extent such disclosure is required).

8.2 PublicityExcept as otherwise required by Law or the rulethefSecurities and Exchange Commission or ank &echange, press
releases and other publicity concerning this tretisa shall be made only with the prior agreemdrgeallers and Purchaser (and in any event,
the parties shall use all reasonable efforts t@elbmnd agree with each other with respect tatiment of any such required press release or
other publicity).

8.3 Certain Tax Matte&3.1 The Company and Sellers shall be liabledoly prepare, or cause to be prepared, file, osean be filed,
and pay on a timely basis, all tax returns for@menpany for any taxable year or period ending obefore the Closing Date. The Company
and Sellers shall provide such tax returns to Pagehfor review at least 30 days prior to the @aplie due date (including extensions where
applicable) and shall make such changes to theetaxns as may be reasonably requested by PurciNs&eller shall file any amended tax
returns with respect to the Company without themuiritten consent of Purchaser.

8.3.2 Purchaser shall have the righbtdrol any audit or examination of the Company’s@saby any Governmental or Regulatory
Authority, and have the right to initiate any clafion refund or amended return, and contest, resaebdefend against any assessment, notice
of deficiency or other adjustment or proposed adjest of Taxes (collectively with any audits or Bxaations, “Tax Proceedings) for all
taxable periods of the Company. Notwithstandingabeve, the Sellers shall have the absolute rigittr{ot the duty) to participate in and
approve any Tax Proceedings with respect to taxadlieds for which the Sellers are charged withghgment of the Company’s Taxes, and
to employ counsel, at their own expense, separae the counsel employed by Purchaser. Purchasegelfers shall
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cooperate in the defense or prosecution of anyPrageeding. Purchaser and Sellers agree to retamuse to be retained all books and
records pertinent to the Company until the applegeriod for assessment under applicable Lawrigieiffect to any and all extensions or
waivers) has expired, and to abide by or causatiidance with all record retention agreements edtero with any Governmental or
Regulatory Authority. The Sellers shall executeause to be executed any powers of attorney or dtfements reasonably requested by
Purchaser to enable Purchaser to take any andtialha it reasonably needs to take with respeanioTax Proceedings.

8.4 Employee MatteRurchaser will use its commercially reasonablertfftw retain all of the Company’s employees airtbarrent
compensation levels or better. The Company and 8alter will use their best efforts to retain, amitl assist Purchaser’s efforts to retain, as
may be reasonably requested by Purchaser, key gegd@f the Company, and/or to find suitable reggtaents in the event of the termination
of employment of any such key employees. At thesiblyp, Purchaser will enter into Employment Agreeteemd Noncompetition
Agreements with each of Glenn Hartman and PablteReespectively, and a Noncompetition Agreemeitt Richard Weale. All consultin
management or other services agreements and amantgebetween each of Richard Weale, Inc., PR Qtimginc. and D&H Consulting
Inc., respectively, and the Company, and the offiggense and rental sharing arrangements arrangebetween each of Rex Development
LLC and Rex2 Development LLC,respectively, and@mmpany, each shall be terminated effective aB@fiosing Date and the Company
shall not be required to make any payments to ar By costs, expenses or liabilities of in conpedherewith, it being agreed that
following the Closing Richard Weale shall be enghge a consultant to the Company for a minimumoplesf 90 days, thereafter
automatically renewable for consecutive monthlyigus until terminated by either party upon not lgem 30 days’ notice to the other party,
and providing for consulting services to the Conmypapon request of the Company for not less thahd0's per week at a rate of $85.00 per
hour .

8.5 _Personal Guarantdegrchaser shall either (a) at Closing assume treopal guarantees previously made by any Sellér ngdpect to
any Assumed Institutional Debt, as such guarardgeeset forth on Schedule 8.5, to the extent thyapaiaranteed parties thereunder consent
to the substitution of Purchaser thereunder om@@mnify and hold harmless such Seller on accofiaty such personal guarantees, to the
extent that any guaranteed parties thereunder tloamgent to the substitution of Purchaser thereund

8.6_Entry into Further Agreemer8smultaneously with the execution and deliveryto$ tAgreement, Purchaser and one or more of the
Sellers (or their Affiliates) shall enter into &)Land Purchase Agreement in the form of Exhibétti@ched hereto (thel'and Purchase
Agreement”)for the Undeveloped Lots described therein , ptichase price of Four Million Four Hundred thiigeusand one hundred
Thirty Dollars ($4,403,130.00, and (ii) amendmentthe Purchase and Sale of Subdivision Lots arttb®ggreements with Rex
Development LLC and Rex2 Development LLC with retpge the residential building lots located at lassey Preserve Subdivision and
Cleveland Springs Subdivision, each in form andstarice satisfactory to Sellers and Purchaser (Rex“and Rex 2 Amendment}.
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ARTICLE IX
INDEMNIFICATION

9.1 The Compang and Sellefsindemnification ObligationSubject to the provisions of this Section 9.1 andti®ns 9.4, 9.5, 9.6, and 9
each of the Sellers severally (in accordance witthsSeller’s respective percentage allocation afogh in Schedule 2.2.1), shall indemnify,
save and keep each Purchaser Indemnitee harmigisstagnd from all Damages sustained or incurredriyyPurchaser Indemnitee, as a
result of, or arising out of or by virtue of:

9.1.1 any inaccuracy in or breach of eepresentation and warranty made by the Compa®glbers to Purchaser herein or in any
certificate or closing document delivered to Pusglian connection herewith (it being understood $lugh representations and warranties are
made on and as of the Closing);

9.1.2 the material breach by the Comparyellers of, or material failure of the CompamySellers to comply with, any of the
covenants or obligations under this Agreement tpdréormed by the Company or Sellers (includingrtbbligations under this Article IX);
or

9.1.3 Taxes which are unpaid as of thesi@h Date and which are imposed on the Comparty ne@pect to (a) any taxable period
ending on or before the Closing Date, or (b) tree@losing portion of any taxable period which bediefore, and ends after, the Closing
Date, to the extent the liability for such Taxeseeds the accrual for Taxes contained on the Coyrp&istimated Closing Date Balance
Sheet.

Notwithstanding anything to the contrary caméal herein, the Company’s obligations (but note3gl obligations) to indemnify Purchaser
under this Section 9.1 shall terminate at the @ipsi

9.2 Purchasks Indemnification ObligationBurchaser shall indemnify, save and keep eachr$etlemnitee harmless against and from all
Damages sustained or incurred by any Seller Indee@nas a result of, or arising out of or by virtdie

9.2.1 any inaccuracy in or breach of eepresentation and warranty made by Purchaserller§eerein, in the Disclosure Schedule or
in any certificate or closing document deliveredtilers in connection herewith; or

9.2.2 any material breach by Purchaseoraiaterial failure by Purchaser to comply wihy of the covenants or obligations under
Agreement to be performed by Purchaser (includitgaut limitation its obligations under this ArtelX).

9.3 _CooperatioBubject to the provisions of Section 9.4, the Indifpging Party shall have the right, at its own expe, to participate in tt
defense of any Third Party Claim, and if said righ¢xercised, the parties shall cooperate inrthestigation and defense of said Third Party
Claim. Any party seeking indemnification pursuamthe provisions of this Article IX in respect ofyabreach of representation and warranty
shall give notice in writing to the Indemnifying faon or before the applicable time periods spediin Section 9.6.1 (except in the case of
any Unlimited Claims.
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9.4 Third Party ClaimBromptly after the receipt of written or verbalinetof a Third Party Claim, the party receiving tfaice of the
Third Party Claim shall notify the other party tf existence setting forth with reasonable spetiftbe facts and circumstances of which ¢
party has received notice, and if the party givdngh notice is an Indemnified Party, specifyinglihsis hereunder upon which the
Indemnified Party’s claim for indemnification iss&sted; provided however, that the failure to provide such notice shall rei¢ase the
Indemnifying Party from any of its obligations undkeis Article 1X except to the extent the Indenyirilg Party is materially prejudiced by
such failure. The Indemnified Party shall, uporsteeble notice, tender the defense of a Third Rzletyn to the Indemnifying Party. If:

9.4.1 the defense of a Third Party Clamso tendered and within 30 days thereafter seiotier is accepted without qualification by the
Indemnifying Party; or

9.4.2 within 30 days after the date onclvlwritten notice of a Third Party Claim has bggren pursuant to this Section 9.4, the
Indemnifying Party shall acknowledge without quaétion its indemnification obligations as providedhis Article IX in writing to the
Indemnified Party and accept the defense thereof;

then, except as herein provided, the IndemnifietlyPdnall not, and the Indemnifying Party shally&ahe right to contest, defend, litigate or
settle such Third Party Claim. In all other casles,Indemnified Party shall have the sole righthatindemnifying Partyg expense, to conte
defend, litigate or settle such Third Party Claithe Indemnified Party shall have the right to ireésented by counsel at its own expense in
any contest, defense, litigation or settlement cotetl by the Indemnifying Party, provided that lthdemnified Party shall be entitled to
reimbursement therefor if the Indemnifying Partglshot be entitled, or shall lose its right, tstest, defend, litigate and settle the Third
Party Claim as herein provided. ,The Indemnifyiragty shall not be entitled, or shall lose its righg applicable, to contest, defend, litigate
and settle a Third Party Claim if (a) there exwtss reasonably likely to exist a conflict of ingst that would make it inappropriate in the
reasonable judgment of the Indemnified Party ferdhme counsel to represent both the IndemnifyamtyRnd the Indemnified Party, (b) the
Indemnifying Party shall fail to diligently contetste Third Party Claim, (c) such Third Party Clamaolves remedies or disputes other than
claims for monetary damages, or (d) such ThirdyP@kaim or the resolution thereof could impair omgpbusiness relationships with any
material customer, supplier, any Governmental ayuReory Authority, or any other Person doing besswith the Indemnified Party or any
of its Affiliates. Notwithstanding the foregoingel®rs shall be provided a reasonable opportunifptestigate, respond to and effect repairs
and other cures in relation to construction wagratdims so long as Sellers shall pursue such nsgitemptly and in a commercially
reasonable manner. So long as the Indemnifying/ Bagntitled and has not lost its right and/origdion to contest, defend, litigate and s¢
as herein provided, the Indemnifying Party shallehtne exclusive right to contest, defend anddiigthe Third Party Claim and shall have
exclusive right, in its discretion exercised in ddaith, and upon the advice of counsel, to settle such matter, either before or after the
initiation of litigation, at such time and upon bBuerms as it deems fair and reasonable, proviugd(ij) at least ten days prior to any such
settlement, written notice of its intention to ketthall be given to the Indemnified Party, (iitbisettlement includes as an unconditional term
thereof the giving by the claimant or the plaintdfthe Indemnified Party of a release from suchidiRarty Claim, (iii) such settlement does
not impose any obligations of any kind upon the
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Indemnified Party and (iv) such settlement doesotlo¢rwise impair ongoing business relationshiph any material customer, supplier, any
Governmental or Regulatory Authority, or any otRerson doing business with the Indemnified Partyngr of its Affiliates. All expenses
(including without limitation attorneys’ fees) incad by the Indemnifying Party in connection witte foregoing shall be paid by the
Indemnifying Party. No failure by an Indemnifyinguiey to acknowledge in writing its indemnificatiobligations under this Article IX shall
relieve it of such obligations to the extent theise If an Indemnified Party is entitled to indeffication against a Third Party Claim, and the
Indemnifying Party fails to accept a tender ofassume, the defense of a Third Party Claim purgoahis Section 9.4, or if, in accordance
with the foregoing, the Indemnifying Party shalt be entitled or shall lose its right to contesfathd, litigate and settle such a Third Party
Claim, the Indemnified Party shall have the righithout prejudice to its right of indemnificatiorfeunder, in its discretion exercised in good
faith and upon the advice of counsel, to contesfiersd and litigate such Third Party Claim, and reetgle such Third Party Claim, either
before or after the initiation of litigation, atcutime and upon such terms as the Indemnified/Ri@ems fair and reasonable. If, pursuant to
this Section 9.4, the Indemnified Party so conteftfends, litigates or settles a Third Party Cl&amwhich it is entitled to indemnification
hereunder, the Indemnified Party shall be reimhilsethe Indemnifying Party for the reasonablerags’ fees and other expenses of
contesting, defending, litigating and/or settlihg fThird Party Claim which are incurred from tirogime, forthwith following the
presentation to the Indemnifying Party of itemibdits for said attorneys’ fees and other expenses.

9.5 No Contribution. Each Seller hereby waiapg right to contribution or any similar rightsiiay have against the Company arising out
of such Selléis agreement to indemnify Purchaser pursuant toAtttisle 1X.

9.6 Survival of Representations and Warrantigsitations

9.6.1 Subject to further provisions détBection 9.6, the representations and warraofitee Company and the Sellers contained in
Article Il and the representations and warrantieBurchaser contained in Article 11l shall survibe Closing Date until March 31, 2008, and
any Claim for indemnity in respect of such repréagons ad warranties(except for Unlimited Claimms)st be made within this time period.
For Unlimited Claims (as defined below), the sualigiate shall be the date on which the applicalblite of limitations would bar such
Claims. The covenants and other agreements ofafiee contained in this Agreement shall survive@thosing Date until they are otherwise
terminated, whether by their terms or as a maftapplicable law.

9.6.2 The provisions for indemnity frohetSellers under Section 9.1.1 shall be effectivg when the aggregate amount of all
Damages for which indemnification is sought, eitfoera particular claim, a series of related claomstherwise, exceeds $50,000 (the “
Basket”), in which case the Purchaser Indemnitees sleadhititled to indemnification of the Purchaser Indéees’aggregate Damages un
this Section in excess of the amount of the Badketwithstanding the foregoing, the Basket shatlagply to claims arising from the breach
of Sections (a) 3.3.1 (Organization, Existence @odd Standing), (b) 3.3.3 (Power and Authority),38.4 (Enforceability), (d) 3.3.8
(Subsidiaries and Affiliates), (e) 3.3.11 (Capitation and title to Shares), (f) 3.3.20 (Taxes),J§.26 (Employee Benefit Plans), or
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(h) 3.3.31 (Environmental Matters) (collectivellietclaims in clauses (a)-(h) of this sub-Sectian“aynlimited Claims”). The

indemnification obligations of the Sellers shalt eaceed the aggregate amount of (x) $2,000,006spect of all Damages (other than
Damages arising from any Unlimited Claims) plustiglt of the Purchaser to offset up to an addéld@®,000,000 of Earnout Amounts
otherwise due and payable hereunder and (y) thehBse Price, in respect of the Unlimited Claimgéther, the limitations in clauses (x) and
(y) of this sub-Section constitute théiability Cap ). The indemnification obligations of the Sellers harder shall be several, and limitec
each such Seller’s respective percentage alloca®get forth in Schedule 2.2.1, of the Liabigp.

9.6.3 The provisions for indemnity fronetPurchasers under Section 9.2.1 shall be eféeotily when the aggregate amount of all
Damages for which indemnification is sought, eitfogra particular claim, a series of related claomstherwise, exceeds the Basket, in wt
case the Seller Indemnitees shall be entitledderimification of the Seller Indemnitees’ aggredaéenages under this Section, excluding the
amount of the Basket. The indemnification obligasi@f the Purchaser (excluding claims arising feobreach of (a) Section 3.2.1,

(b) Section 3.2.2, (c) Section 3.2.3, (d) Artidi@hd (e) monetary obligations as set forth in fgseement) shall not exceed the Liability C

9.7 Sebff

9.7.1 Without limiting any other rights ®medies available to Purchaser, but at all tisudgect to the Basket and Liability Cap, to the
extent applicable, , Purchaser may set-off andugemy Damages to which any Purchaser Indemnitgebmantitled to be reimbursed
pursuant to this Article IX against the Holdbadke Earnout Amounts and any other amount to which &eller may be entitled to under this
Agreement, provided Sellers are given written reot€the factual basis for such set-off and fift€Es) days to dispute such claim. The good
faith exercise of such right of set-off by Purchras#l not constitute a breach of this Agreementbfect to the Basket, the Liability Cap, and
consistent with any other applicable terms and igioms of this Agreement, if the Holdback and amyriout Amounts then due are
insufficient to set-off any Damages any Purchasdeinnitee may be entitled to, Purchaser may takeaetion or exercise any remedy
available to it by appropriate legal proceedingsdltect the Damages. All set-offs and recoupmagtEnst the Holdback and any Earnout
Amounts shall be treated as adjustments to thenBsecPrice. In the event Purchaser exercises fsegfuts with respect to a disputed claim,
at Sellers’ request Purchaser shall enter intcorestde arrangements to cause such disputed prapeseyheld in a third party escrow during
the period of the dispute, and any amounts resemiaéther or not requested to be so held in escsbal] not be included in determining the
amount of the Holdback for purposes of the Maximtotdback and release provisions in Section 2.2.4.

43




ARTICLE X
MISCELLANEOUS

10.1 Notices All notices required or permitted to be givenéherder shall be in writing and may be deliveredagd, by facsimile, by
nationally recognized private courier, or by Unit&téhtes mail. Notices delivered by mail shall berded given three Business Days after
being deposited in the United States mail, pospagpaid, registered or certified mail, return receequested. Notices delivered by hand, by
facsimile, or by nationally recognized private deushall be deemed given on the first Business idlgwing receipt. All notices shall be
addressed as follows:

If to Sellers, the Seller Representative or (ptiothe Closing) the Company:

Capitol Homes, Inc.

5200 Capital Blvd.

Raleigh, North Carolina 27616
Attention: Pablo Reiter

Fax: (919) 870-1015

with a copy to:

Pablo Reiter

2216 Mountain High Road
Wake Forest, NC 27587
(919) 562-7096

and

Satisky & Silverstein L.L.P.

900 Ridgefield Drive, Suite 250
Raleigh, North Carolina 27609
Attention: Howard P. Satisky, Esq.
Fax: (919) 790 1560

If to Purchaser:

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Road, Fifth Floor
Reston, Virginia 20190

Attention: Chief Financial Officer

Fax: (703) 760-1520

with a copy to:
Comstock Homebuilding Companies, Inc.
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11465 Sunset Hills Road, Fifth Floor
Reston, Virginia 20190

Attention: General Counsel

Fax: (703) 760-1520

and/or to such other respective addresses anddoesgkes as may be designated by notice givertandamce with the provisions of this
Section 11.1.

10.2 Expenses; Transfer Tax&zllers shall bear all fees and expenses inclnyeddle Company and themselves in connection with,
relating to or arising out of the negotiation, megiion, execution, delivery and performance of thgreement and the consummation of the
transactions contemplated hereby, including finanadvisors’, attorneys’, accountants’ and othefgssional fees and expenses. At the
Closing, to the extent the Company pays or becdiale with respect to any transaction expenseb@fCompany or any Seller, the Purct
Price will be reduced dollar-for dollar to the exttef such expenses incurred by the Company. Psectshall bear all fees and expenses
incurred by Purchaser in connection with, relatmg@r arising out of the negotiation, preparatiexecution, delivery and performance of this
Agreement and the consummation of the transactonseemplated hereby, including financial advisoastorneys’, accountants’ and other
professional fees and expenses. Sellers shalhgagost of all sales, use, stamp, documentarysexid transfer Taxes which may be pay
in connection with the transactions contemplataglne

10.3 Entire AgreemenfThis Agreement, together with the instruments athér documents to be delivered by the partiesyant to the
provisions hereof constitute the entire agreemetwéen the parties with respect to the subjectenb#reof and shall be binding upon and
inure to the benefit of the parties hereto andrthesipective legal representatives, successorpamditted assigns. Without limiting the
generality of the preceding sentence, the lettémntefnt entered into as of November 29, 2005, betwrurchaser, and each of the Sellers, is
hereby expressly superseded and of no further faredfect. Each exhibit, schedule and the Disalestchedule, shall be considered
incorporated into this Agreement. Any amendmentgjternative or supplementary provisions, to thigeement, must be made in writing
and duly executed by an authorized representatiag@nt of each of the parties hereto.

10.4 Norwaiver. The failure in any one or more instances of ayp@arinsist upon performance of any of the teromsjenants or
conditions of this Agreement, to exercise any righprivilege in this Agreement conferred, or thaiwver by said party of any breach of any
the terms, covenants or conditions of this Agrednsrall not be construed as a subsequent waivemyp§uch terms, covenants, conditions,
rights or privileges, but the same shall continne gemain in full force and effect as if no suchbfarance or waiver had occurred. No waiver
shall be effective unless it is in writing and sgrby an authorized representative of the waivisrgyp

10.5_CounterpartsThis Agreement may be executed in multiple coyrads and by facsimile, each of which shall bentieg to be an
original, and all such counterparts shall constitutit one instrument.
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10.6_Severability Whenever possible, each provision of this Agresnsball be interpreted in such manner as to lexgdle and valid
under applicable Law, but if any provision of tihigreement is held to be invalid, illegal or unecfble in any respect under any applicable
Law or rule in any jurisdiction, such invalidityleigality or unenforceability shall not affect aather provision or any other jurisdiction, and,
for purposes of such jurisdiction, such provisiomportion thereof shall be struck from the remamafethis Agreement, which shall remain in
full force and effect. This Agreement shall be refed, construed and enforced in such jurisdictmasto best give effect to the intent of the
parties under this Agreement.

10.7 Applicable Law This Agreement shall be governed and controlietbavalidity, enforcement, interpretation, constian, effect and
in all other respects by the internal Laws of tlemthonwealth of Virginia applicable to contracts maal that state, without giving effect to
any choice of law or conflict of law provision arle that would cause the application of the Lawarof jurisdiction other than the
Commonwealth of Virginia.

10.8 Binding Effect; BenefitThis Agreement shall inure to the benefit of &edinding upon the parties hereto, and their ssmrs and
permitted assigns. Nothing in this Agreement, espi@ implied, shall confer on any Person othem tha parties hereto, and their respective
successors and permitted assigns, any rights, femeabligations or Liabilities under or by reasdrhis Agreement, including third party
beneficiary rights.

10.9_Assignability This Agreement shall not be assignable by the gzom or Sellers without the prior written consehParchaser.
Purchaser may assign its rights under this Agreétoean Affiliate or a wholly-owned subsidiary ofiRhaser, provided however Purchaser
shall remain liable for all the obligations of Plaser pursuant to this Agreement.

10.10 Rule of ConstructiarThe parties acknowledge and agree that eachdwgatiated and reviewed the terms of this Agreensssiste:
by such legal and tax counsel as they desiredhasdaontributed to its revisions. The parties ®rtigree that the rule of construction that
ambiguities are resolved against the drafting paitiybe subordinated to the principle that tharisrand provisions of this Agreement will be
construed fairly as to all parties and not in fawbor against any party.

10.11 Waiver of Trial by JuryfeACH OF THE PARTIES HERETO TO THE EXTENT ALLOWEBY LAW WAIVES THE RIGHT TO
A JURY TRIAL IN CONNECTION WITH ANY LAWSUIT, ACTIONOR PROCEEDING SEEKING ENFORCEMENT OF SUCH
PARTY’S RIGHTS UNDER THIS AGREEMENT.

11.12 GoodFaith Negotiations If after the Closing any dispute arises undes &greement that is not settled promptly in theraad/
course of business, the parties shall seek toweswoly such dispute between them, first, by netiotigoromptly with each other in good faith
in face-to-face negotiations. These face-to-fagotiations shall be conducted by the respectivegdated senior management representative
of each party. If the parties are unable to restiteedispute between them within 20 business daysuch period as the parties shall
otherwise agree) through these face-to-face ndgmi any party may initiate mediation of the ¢oméersy or claim in accordance with the
then current CPR Mediation Procedure, such mediatidoe held in Raleigh, North Carolina. If themdite has not been resolved pursuant to
such mediation procedure
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within 30 business days of the initiation of suchgedure, or if the parties will not participateniediation, any party shall be entitled to seek
whatever legal or equitable remedies that may ldable to such party consistent with the terms pnadtisions of this Agreement

10.12 Consent to Jurisdictioirhis Agreement shall be governed by the lawsef@ommonwealth of Virginia. The parties heretdheac
agree to the exclusive jurisdiction of any Fedeaalrt within the city of Raleigh, North Carolinaitivrespect to any claim or cause of action
arising under or relating to this Agreement, andves personal service of any and all process up@md consents that all services of process
be made by registered or certified mail, returrenigicrequested, directed to it at its address &fodh in Section 11.1, and service so made
shall be deemed to be completed when receivedpatis hereto each waive any objection based mmfmon conveniens and waive any
objection to venue of any action instituted herarm®tlothing in this Section shall affect the rigiitany party to serve legal process in any
other manner permitted by Law.

10.13 AmendmentsThis Agreement shall not be modified or amendezpt pursuant to an instrument in writing execuwad delivered
on behalf of each of the parties hereto.

10.14 HeadingsThe headings contained in this Agreement aredavenience of reference only and shall not atfeegtmeaning or
interpretation of this Agreement.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLAN]
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IN WITNESS WHEREOF, the parties have exectitési Stock Purchase Agreement on the date firstakbaitten.
PURCHASER:

COMSTOCK HOMEBUILDING COMPANIES,
INC.

By:

Name

Title:

THE COMPANY:
CAPITOL HOMES, INC.

By:

Name

Title:




SELLERS:

RICHARD WEALE

GLENN HARTMAN

PABLO REITER






EXHIBIT 31.1
CERTIFICATION OF CHAIRMAN AND CHIEF EXECUTIVE OFFIC ER

I, Christopher Clemente, certify that:

1.
2.

5.

I have reviewed this quarterly report on Forn-Q of Comstock Homebuilding Companies, Ir

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operes, and cash flows of the registrant as of, angdthe period presented in this rep:

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and we ha

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, is made known to us theat within that entity, particularly
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisimeport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;
and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
function):

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

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

Date: August 9, 2006

/sl Christopher Clemente

Christopher Clement:

Chairman and Chief Executive Officer
(Principal executive officer’







EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Bruce J. Labovitz, certify that:

1.
2.

5.

I have reviewed this quarterly report on Forn-Q of Comstock Homebuilding Companies, |

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operes, and cash flows of the registrant as of, angdthe period presented in this rep:

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, is made known to us theat within that entity, particularly
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisimeport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;
and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
function):

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

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

Date: August 9, 2006

/s/ Bruce J. Labovitz
Bruce J. Labovitz

Chief Financial Officer
(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 Quarterly Report ondr0-Q of Comstock Homebuilding Companies, Ince (fBompany”) for the quarter ended
June 30, 2006 as filed with the Securities and Brglke Commission on the date hereof (the “Repatifh of Christopher Clemente,
Chairman and Chief Executive Officer of the Company Bruce Labovitz, Chief Financial Officer of tBempany, certify, to our best
knowledge and belief, pursuant to 18 U.S.C. § 135®&dopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that

(1) The Report fully complies with the requiremts of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m(a)
or 780(d)); anc

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the

Company
Date: August 9, 2006 /sl Christopher Clements
Christopher Clemente
Chairman and Chief Executive Offict
Date: August 9, 2006 /sl Bruce Labovitz

Bruce Labovitz
Chief Financial Officer

A signed original of this written statemenqueed by Section 906, or other document authetiigaacknowledging, or otherwise adopi
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to
the Company and will be retained by the Companyfardshed to the Securities and Exchange Comnrissidts staff upon reques



