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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
M Quarterly Report Pursuant To Section 13 or 15(d) othe Securities Exchange Act of 193
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O Transition Report Pursuant To Section 13 or 15(d) bthe Securities Exchange Act of 193
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Commission File Number 1-32375
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Reston, Virginia 20190
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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 (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastags.

YESM NOO

Indicate by check mark whether the registrantlerge 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)

Large accelerated fildd Accelerated fileM Non-accelerated fildd
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). YESO NO M

As of May 10, 2007, 13,749,349 shares of the CAassmmon stock, par value $.01 per share, and3%08 shares of Class B common
stock, par value $0.01, of the Registrant weretaoting.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except per share data)

March 31, 2007  December 31, 20C

ASSETS
Cash and cash equivalel $ 17,68C $ 21,26
Restricted cas 14,077 12,32¢
Receivable: 1,431 4,55¢
Due from related partie 3,47¢ 4,05z
Real estate held for development and 393,99¢ 405,14«
Inventory not owne— variable interest entitie 38,45¢ 43,23¢
Property, plant and equipment, | 2,53: 2,72:
Investment in real estate partners — ()
Deferred income ta 9,761 10,18¢
Other asset 15,49¢ 14,11«
TOTAL ASSETS 496,91: 517,42¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Accounts payable and accrued liabilit 41,96 55,68(
Due to related partie 10€ 1,14(C
Obligations related to inventory not own 36,524 40,95(
Notes payabli 263,45t 265,40:
Senior unsecured de 30,00( 30,00(
TOTAL LIABILITIES 372,04 393,17:
Commitments and contingencies (Note
Minority interest 36¢ 371
SHAREHOLDERS’ EQUITY
Class A common stock, $0.01 par value, 77,266,5@0es authorized, 14,661,360 and 14,129,08:
issued and outstanding, respectiv 147 141
Class B common stock, $0.01 par value, 2,733,5@6estauthorized, 2,733,500 issued and
outstanding 27 27
Additional paic-in capital 148,14( 147,52¢
Treasury stock, at cost (391,400 Class A commocky (2,439 (2,439
Accumulated defici (21,379 (21,377)
TOTAL SHAREHOLDERS EQUITY 124,49 123,88!
TOTAL LIABILITIES AND SHAREHOLDERS'’ EQUITY $ 49691 $ 517,42

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

Revenue:
Revenue— homebuilding
Revenue— other

Total revenue

Expense!
Cost of sale— homebuilding
Cost of sale— other

Impairments and wri-offs
Selling, general and administrati

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

(Loss) income before minority interest and equityosses of real estate partners
Minority interest

(Loss) income before equity in losses of real egpatrtnershij
Equity in losses of real estate partners

Total pre tax (loss) inconr

Income tax (benefit) expen

Net (loss) incomi

Basic (loss) earnings per shi

Basic weighted average shares outstan

Diluted (loss) earnings per she

Diluted weighted average shares outstan

IES

Three Months Ended March 31

2007

$ 43,02t
3,69¢
46,72¢

36,86
3,62¢
891
8,22¢

(2,884)
(349

(2,540)
@)

(2,539

(2,539
(870

$ (1,669
$ (0.11)

15,88¢

$ (0.19)

15,88¢

The accompanying notes are an integral part oktheasolidated financial statements.
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2006

$ 36,36t
23C
36,59¢

27,16:
10
7,64¢

1,77¢
(239)

2,011
@

2,01¢
(27)
1,991
751
$ 1,24
$ 0.0¢
13,98
$ 0.0¢

14,07




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

Three Months Ended March 31

2007 2006
Cash flows from operating activitie
Net (loss) incom $ (1,669 $ 1,24(
Adjustment to reconcile net (loss) income to nashcased in operating activiti
Amortization and depreciatic 224 73
Impariments and wri-offs 891 —
Loss on disposal of ass¢ 11 —
Minority interest @ @)
Equity in losses of real estate partners — 27
Amortization of stock compensatis 591 54C
Deferred income ta 89¢ (170
Changes in operating assets and liabilii
Restricted cas (1,757 (2,047)
Receivable! 3,124 1,93¢
Note receivabl — 1,25(
Due from related partie 50 (239)
Real estate held for development and 11,72¢ (66,589
Other asset 15¢ 5,25¢
Accounts payable and accrued liabilit (13,69) (15,099
Due to related partie (1,062 —
Net cash used in operating activit (509 (73,820
Cash flows from investing activitie
Purchase of property, plant and equipn (46) (747)
Business aquisitions, net of cash acqu — (9,93%)
Net cash used in investing activiti (46) (10,689
Cash flows from financing activitie
Proceeds from notes payal 43,35 95,60
Proceeds from senior unsecured ¢ 30,00( —
Payments on notes payal (46,417 (34,455
Payments on junior subordinated d (30,000 —
Proceeds from shares issued under employee stockgse plai 27 38
Purchase of treasury sto — (67¢)
Net cash (used in) provided by financing activi (3,039 60,51:
Net decrease in cash and cash equiva (3,587 (23,997
Cash and cash equivalents, beginning of pe 21,26 42,165
Cash and cash equivalents, end of pe $ 17,68( $ 18,17¢
Supplemental cash flow informatic
Interest paid (net of interest capitaliz $ — $ —
Income taxes pai $ — $ —
Supplemental disclosure for r-cash activity
Interest incurred but not paid in ce $ 1,11/ $ 2,341

The accompanying notes are an integral part oktheasolidated financial statements.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

1. ORGANIZATION AND BASIS OF PRESENTATION

Comstock Companies, Inc. (the “Companygs incorporated on May 24, 2004 as a Delawareotation. On June 30, 2004, the Comg
changed its name to Comstock Homebuilding Compahies

On December 17, 2004, as a result of comgjetininitial public offering (“IPQO”) of its Clasé common stock, the Company acquired
100% of the outstanding capital stock of Comstookdithg Company, Inc. and subsidiaries (“Comstockdims”) by merger, which
followed a consolidation that took place immediafalior to the closing of the IPO (the “Consolidatl). The Consolidation was effected
through the mergers of Sunset Investment Corp.,dnd subsidiaries and Comstock Homes, Inc. ansidiabies and Comstock Service
Corp., Inc. and subsidiaries (“Comstock Serviceithvand into Comstock Holdings. Pursuant to thenteof the merger agreement, shares of
Comstock Holdings were canceled and replaced t834aBd 2,734 shares Class A and B common stodled€ompany, respectively. Both
Class A and B common stock shares bear the samemdorights. However, for voting purposes, Classtéck holders are entitled to one
vote for each share held while Class B stock heldee entitled to fifteen votes for each share.held

The mergers of Sunset Investment Corp., Ind.subsidiaries and Comstock Homes, Inc. and sialoigid with and into Comstock
Holdings (collectively the “Comstock Companies™Bredecessor”) and the Company’s acquisition of &toick Holdings was accounted for
using the Comstock Companies’ historical carryiafues of accounting as these mergers were not detnie substantive exchanges. The
merger of Comstock Service was accounted for usiagpurchase method of accounting (see Note 2jimsvas deemed to be a substantive
exchange due to the disparity in ownership.

Our Class A common stock is traded on the NAQMNational market under the symbol “CHCI.” We haxepublic trading history prior
to December 17, 2004.

The Company develops, builds and markets sifeghily homes, townhouses and condominiums indashington D.C., Raleigh, North
Carolina and Atlanta, Georgia metropolitan mark€e Company also provides certain managementdméhastrative support services to
certain related parties.

The interim financial statements of the Conmyiacluded herein have not been audited by an iedéent registered public accounting
firm. The statements include all adjustments, iditig normal recurring accruals, which managemensicters necessary for a fair
presentation of the financial position and opematigsults of the Company for the periods preserited.statements have been prepared b
Company pursuant to the rules and regulationseoBcurities and Exchange Commission. Accordirggistain information and footnote
disclosures normally included in financial statetsgarepared in conformity with generally acceptedoainting principles have been
condensed or omitted pursuant to such rules andagons. The operating results for interim periads not necessarily indicative of result
be expected for an entire year.

For further information, refer to the finaricitatements of the Company and footnotes thenefaded in the annual report on Form 10-K
of the Company for the year ended December 31,.2006

2. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

Real estate held for development and saleded land, land development costs, interest aret otinstruction costs and is stated at cost
or, when circumstances or events indicate thataghkestate held for development or sale is impamé estimated fair value. Land, land
development and indirect land development costaiecamulated by specific area and allocated teuariots or housing units using specific
identification and allocation based upon the retasales value, unit or area methods. Direct cootitm costs are assigned to housing units
based on specific identification. Construction sqeimarily include direct construction costs aagitalized field overhead. Other costs are
comprised of prepaid local government fees andaliged interest and real estate taxes. Sellintsa@® expensed as incurred.

Estimated fair value is based on comparabessH real estate in the normal course of businager existing and anticipated market
conditions. The evaluation takes into considerati@ncurrent status of the property, various retsbms, carrying costs, costs of disposition
and any other circumstances which may affect falwe including management’s plans for the propé@tye to the large acreage of certain
land holdings, disposition in the normal courséudiness is expected to extend over a number of yAawrite-down to estimated fair value
is recorded when the carrying value of the propexigeeds its estimated fair value. These evaluatiom made on a property- by- property
basis as seen fit by management whenever eventsaages in circumstances indicate that the net kalle may not be recoverable. For the
three months ended March 31, 2007, the Companyrdieted there was no impairment related to reaktesteld for development and sale.
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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 saleistsrf the following:

March 31, December 31

2007 2006
Land and land development co $179,02: $ 232,69
Cost of construction (including capitalized intdrasd real estate taxe 214,97¢ 172,45:
$393,99¢ $ 405,14

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for depet@nt at market prices from various entities uricked price 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 calditers 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 damagesgiomvcontained within the purchase agreement. Aesalt, 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 allmeati either the profit earned or loss incurredaby of these entities with which the
Company has fixed price purchase agreements. Thg&uy has concluded that whenever it options lardtse from an entity and pays a
significant non-refundable deposit as described/@ba variable interest entity is created undeptiogisions of Financial Accounting
Standards Board (“FASB”) issued Interpretation B, “ Consolidation of Variable Interest Entitiesy’ FIN 46. This is because the
Company has been deemed to have provided subardifinaincial support, which creates a variablerggewhich limits the equity holder’s
returns and may absorb some or all of an entitypeeted theoretical losses if they occur. The Camptherefore, examines the entities with
which it has fixed price purchase agreements fesitde consolidation by the Company under FIN 48fis requires the Company to
compute expected losses and expected residuahsdtased on the probability of future cash flowstined in FIN 46-R. This calculation
requires substantial management judgments andastimn addition, because the Company does netdray contractual or ownership
interests in the entities with which it contracduy the land, the Company does not have theyahilicompel these development entities to
provide financial or other data to assist the Comya the performance of the primary beneficiarglemation.

The Company has evaluated all of its fixedg@rpurchase agreements and has determined thahé primary beneficiary of some of those
entities. As a result, for the three months endeddi 31, 2007, the Company consolidated four estiti the accompanying consolidated
balance sheets. The effect of the consolidatidviaath 31, 2007 was the inclusion of $35,458 in dntory not owned-variable interest
entities” with a corresponding inclusion of $33,524t of land deposits paid of $1,934) to “Obligas related to inventory not owned.” At
December 31, 2006 the Company has consolidatedenitities in the accompanying consolidated balahests. The effect of the
consolidation at December 31, 2006 was the inclusfd43,234 in “Inventory not owned-variable irgsfr entities” with a corresponding
inclusion of $40,950 (net of land deposits pai$®{284) to “Obligations related to inventory notred.” Creditors, if any, of these variable
interest entities have no recourse against the @agnp

During December of 2006 the Company’s exeewice president voluntarily resigned from the Camyp As part his voluntary
resignation, the former executive vice presidegotiated the purchase of the remaining 30 condamininits in the Company’s Countryside
development for a purchase price of $4,200. Simebasly with the purchase, the Company enteredaimiarketing and sale agreement with
the special purpose entity created by the formecetve vice president that purchased the unitPE'$, whereby the Company would bear
the cost associated with marketing and sellinguties and pay the SPE a monthly option paymentéhatvs the Company to share in the
revenue of the units as they settle. The monthtioopayments have created a variable interestarSPE, and as such the Company has
performed an analysis under the provisions of FR}@&nd has determined that the entity is a vagi@iierest entity and the Company is the
primary beneficiary of this entity. As a resultetBompany has consolidated the SPE. The SPE haddand $3,600 of assets, which are
included in inventory not owned-variable interestittes $3,000 and $3,600 of third party debt, whiincluded in obligations related to
inventory not owned in the accompanying consoliddi@ance sheets as of March 31, 2007 and Dece3db@006, respectively. The third
party lender does not have recourse against thep@ayras the debt is collateralized by the unitslpased by the SPE.

4. WARRANTY RESERVE

Warranty reserves for houses sold are eskeguliso cover potential costs for materials anddatith regard to warranty-type claims
expected to arise during the one-year warrantyoggsirovided by the Company or within the fiyear statutorily mandated structural warr:
period. Since the Company subcontracts its homaibgilwork, subcontractors are required to provide€@ompany with an indemnity and a
certificate of insurance prior to receiving paynsefutr their work. Claims relating to workmanshipdanaterials are generally the primary
responsibility of the subcontractors and productufiacturers. The warranty reserve is establishéiteatime of
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

closing, and is calculated based upon historicatavdy cost experience and current business fact@sables used in the calculation of the
reserve, as well as the adequacy of the reseneal lmasthe number of homes still under warrantyrewewed on a periodic basis. Warranty
claims are directly charged to the reserve as #niesg. The following table is a summary of warramyerve activity which is included in
accounts payable and accrued liabilities:

Three Months Ended March 31

2007 2006
Balance at beginning of peric $ 1,66¢ $ 1,20¢
Additions 23z 30C
Releases and/or charges incut (209 (196
Balance at end of peric $ 1,692 $ 1,31(

5. CAPITALIZED INTEREST AND REAL ESTATE TAXES

Interest and real estate taxes incurred ngjdat the development of lots and parcels are @liged to real estate held for development and
sale during the active development period, whiategally commences when borrowings are used to eegeal estate assets and ends when
the properties are substantially complete. Intasesapitalized based on the interest rate apgédabspecific borrowings or the weighted
average of the rates applicable to other borrowthgsig the period. Interest and real estate tagpstalized to real estate held for
development and sale are expensed as a componeogtaff sales as related units are sold. Thevitig table is a summary of interest
incurred and capitalized:

Three Months Ended March 31

2007 2006
Total interest incurre $ 6,43( $ 4,76¢
Beginning interest capitalize $ 27,254 $ 11,59(
Plus: interest incurred on notes payable and semisecured del 6,43( 4,74¢
Plus: interest incurred on related party notes pla — 20
Less: interest expensed as a component of costed (4,019 (797)
Ending interest capitalize $ 29,67( $ 15,56.




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

The following weighted average shares andesbquivalents are used to calculate basic ancedil{ibss) earnings per share for the three
months ended March 31, 2007 and 2006:

Three Months Ended March 31

2007 2006

Basic (loss) earnings per shi

Net (loss) incom $ (1,669 $ 1,24
Basic weighte-average shares outstand 15,88¢ 13,98
Per share amoun $ (0.1)) $ 0.0¢
Dilutive (loss) earnings per she

Net (loss) incom $ (1,669 $ 1,24C
Basic weighte-average shares outstand 15,88¢ 13,98:
Stock options and restricted stock gre — a0
Dilutive weighte-average shares outstand 15,88¢ 14,07:
Per share amoun $ (0.1)) $ 0.0¢

Comprehensive income

For the three months ended March 31, 20072808, comprehensive income equaled net incomegfibrey, a separate statement of
comprehensive income is not included in the accawyipg consolidated financial statements.

7. INVESTMENT IN REAL ESTATE PARTNERSHIP

In 2001, prior to the Company’s acquisitionGifmstock Service in December of 2004, Comstocki&ehad 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. As phthe acquisition of Comstock Service the Comypatorded this investment in North
Shore at $0.

On June 28, 2005 the Company received a ¢apilefrom North Shore in the amount of $719 sattNorth Shore could comply with
certain debt repayments. Since the Company wasfpaltg obligated to provide future financial suppto cover certain debt repayments, the
Company continued recording its share of lossesrird by North Shore through December 31, 200Géraitmount of ($171).

During the third quarter of 2005, the Compaas/manager of an affiliated entity, exercise@jftBon rights to purchase the projects
acquisition, development and construction loan nfadée benefit of North Shore. The Company finadl the purchase of the loan on or
about September 8, 2005 and issued a notice ofitlefader the acquisition, development and consitndoan at maturity on September 30,
2005. The Company then filed suit for collectiortlod loan against one of the individual guarantwrger the loan on or about October 21,
2005 and initiated foreclosure proceedings on ouablovember 182005. On or about December 22, 2005, the indiviguakantor subject
to the earlier suit filed a countersuit against tfehe officers of the Company who were also ifdlial guarantors under the acquisition,
development and construction loan. The Companygesed to indemnify these officers.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

The Company, as manager of an affiliated yraitt and held a foreclosure sale on March 246 20@hich it was the high bidder.
However, transfer of title to the property was glethpending judicial resolution of a suit filed blarch 24, 2006 by the non-affiliated 50%
owner of North Shore. On June 30, 2006, the Compamyts own behalf and on behalf of affiliate$edi an additional lawsuit expanding the
number of party defendants, demanding equitablefr@ind demanding $33,000 in damages.

On April 10, 2007, the parties executed desattnt agreement whereby a company associatedhvethon-affiliated 50% owner of the
North Shore project purchased Ct's development rights to North Shore for approxiehat$3,750 to settle all claims against CHCI asd it
investors. All litigation has been dismissed witkjpdice and the Company received the proceeds thhensettlement in April 2007. As a
result of the settlement, for the three months drdarch 31, 2007, the Company recorded a charg@mfoximately $357 to write off its
investment in North Shore and reduce amounts daue North Shore to the net realizable value. Thagé is included in the accompanying
statement of operations as a component of impatsreerd write-offs.

8. ACQUISITIONS

On January 19, 2006, the Company acquireof &ie issued and outstanding capital stock of &a@handler Homes, Inc., a homebuilder
in the Atlanta, Georgia metropolitan market, farash purchase price of $10,400 (including trangaatosts) and the assumption of $63,800
in liabilities. The results of Parker Chandler Hanage included in the accompanying financial stet@sistarting January 19, 2006. The
Company accounted for this transaction in accorglavith Statement of Financial Accounting Standadds 141, Business Combinations or
SFAS 141. Approximately $700 of the purchase pnies allocated to intangibles with a weighted averég of 4.6 years. The intangibles
related to the Parker Chandler trade name, emplolarel non-compete agreements entered into withineselling shareholders. The
remainder of the purchase price was allocatedabastate held for development and sale and latidroagreements. There was no goodwill
associated with the transaction.

On May 5, 2006, the Company acquired all efifsued and outstanding capital stock of CapitohEls, Inc., a homebuilder in Raleigh,
North Carolina, for a cash purchase price of $7 &0€uding transaction costs) and the assumptfd20,600 in liabilities. The results
Capitol Homes are included in the accompanyingiime statements starting May 5, 2006. The Comapunted for this transaction in
accordance with SFAS 141. Approximately $251 ofghechase price was allocated to intangibles witregghted average life of 2.7 years.
The intangibles are related to the Capitol Homadedmame, employment and non-compete agreemeste@imto with certain selling
shareholders. The remainder of the purchase prseailocated to real estate held for developmethsafe and land option agreements. Tl
was no goodwill associated with the transaction.

Subsequent to each acquisition, as a restiteo€ompany releasing the restrictive terms utfteemployment and non-complete
agreements and the decision to no longer to useefipective trade names, all amounts assignedangibles were written off during the
fourth quarter of 2006.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)
9. INCOME TAX

The Company’s income tax (benefit) expensesists of the following as of March 31.:

2007 2006
Current:
Federal $ (1,490 $ 80z
State (277 15C
(1,767) 952
Deferred:
Federal 64C 170
State 121 (31)
761 (207)
Other
Tax shortfall related to the vesting of certainiggawards 13€ —
Total income tax (benefit) expen $ (870 $ 751

Deferred income taxes reflect the net taxat$fef temporary differences between the carryingunts of assets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Components of the Company’s deféapedssets and liabilities at March
31, 2007 and December 31, 2006 were as follows:

2007 2006
Deferred tax asset
Inventory $ 8,77¢ $ 9,64
Warranty 621 612
Deferred ren 25 25
Accrued expense 1,197 1,21z
Stock based compensati 85€ 762
11,47¢ 12,25¢
Less— valuation allowanc: — (470)
Net deferred tax asse 11,47¢ 11,78¢
Deferred tax liabilities
Depreciation and amortizatic (1,719 (1,596
Net deferred tax liabilitie (1,719 (1,59¢
Net deferred tax asse $ 9,761 $10,18t¢

In June 2006, the Financial Accounting Stadsi@oard issued Interpretation No. #8counting for Uncertainty in Income TaxgBIN
48"). FIN 48 clarifies the accounting for uncertgim income taxes recognized in accordance witASKo. 109 Accounting for Income
Taxesand prescribes a recognition threshold and measmeattribute for the financial statement recognitand measurement of tax
positions taken or expected to be taken in a taxme

Prior to the adoption of FIN 48, the Companyvided for contingencies related to income taxeadcordance with SFAS No. 5. At
December 31, 2006, the Company recorded $1,1%komie tax reserves. This tax reserve relates twempial dispute by taxing authorities
over tax benefits resulting from additional incotae basis in certain residential housing develogmenjects. The Company recorded a
valuation allowance of approximately $470 as of @eber 31, 2006, related to a deferred tax assaitiresfrom additional tax basis in
residential real estate development projects. &lyaimg the need for the provision of tax contingereserves and the valuation allowance,
management reviewed applicable statutes, rules|agons and interpretations and established thessrves based on past experiences and
judgments about potential actions by taxing judidns. In January 2007, upon the adoption of FBNthe Company recorded a benefit to
opening retained accumulated deficit in the amafiftl,663. The Company’s federal income tax retion2004 through 2006 are open tax
years. The Company files in various state and lpeadictions, with varying statutes of limitatic
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share per data)

10. STOCK REPURCHASE PROGRAM

In February 2006 the Company’s Board of Divextauthorized the Company to purchase up to 1000Ghares 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 March 31, 2006, the Compgnwakeased an aggregate of 70,300
shares of Class A common stock for a total of $6789.65 per share. There were no shares repuctifasthe three months ended March
2007 and the Company has no immediate plans taakase any additional shares under the existirtgpaiaation.

11. COMMITMENTS AND CONTINGENCIES
Litigation

The Company, as manager of an affiliated yraitercised its option rights to purchase theqwioficquisition, development and
construction loans made for the benefit of Nortlerf®h The Company subsequently issued a noticefatitieinder the acquisition and
development loan at maturity on September 30, 20@5eafter filed suit for collection of the loaamgainst one of the individual guarantors
under the loan on or about October 21, 2005. Thagamy, as manager of an affiliated entity, setfzeid a foreclosure sale on March 24,
2006 in which it was the high bidder. However, sf@n of title to the property has been delayed penpidicial resolution of a suit filed on

March 24, 2006 by the noaffiliated 50% owner of North Shore. On June 3®M&Qahe Company, on its own behalf and on behadfiifates,
filed an additional lawsuit expanding the numbepafty defendants, demanding equitable relief amdahding $33,000 in damages.

On April 10, 2007, the parties executed desatnt agreement whereby a company associatedhethon-affiliated 50% owner of the
North Shore project purchased the Comy's rights to North Shore for approximately $3,76G¢ttle all claims against the Company and its
investors. All litigation has been dismissed witkjpdice and the Company received the proceeds thersettlement in April 2007.

On August 11, 2005, the Company was serveld avinotion to compel arbitration resulting fromadiegation of a loan brokerage fee
being owed for placement of a $147,000 project koauthe Eclipse at Potomac Yard project. The clairthe base amount of $2,000 plus
interest and costs is based on breach of contnaicéquitable remedies of unjust enrichment and tywameruit. In February 2007 the
Company received a ruling by a panel of arbitensayp $3.0 million under these claims. The Compaay filed an appeal which is pending.

Other than the foregoing, we are not curresdlgject to any material legal proceedings. Fronetio time, 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 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 esshigld reserves in connection with these legal pobogs.

Letters of credit and performance bonds

The Company has commitments as a result dfacts entered into with certain third parties t@atncertain performance criteria as
outlined in such contracts. The Company is requiogdsue letters of credit and performance boodbdse third parties as a way of ensuring
that such commitments entered into are met by the
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Company. At March 31, 2007 the Company has outgtgri,143 in letters of credit and $20,123 in parfance and payment bonds to these
third parties. No amounts have been drawn agdiesetletters of credit and performance bonds.
Operating leases

The Company leases office space under noretatrie operating leases. Minimum annual lease patsnnder these leases at March 31,
2007 approximate:

Year Ended: Amount
2007 83¢€
2008 951
2009 802
2010 164
2011 5
Thereaftel —

Operating lease rental expense aggregated #a8$248, respectively, for three months ended:Mad, 2007 and 2006.

12. RELATED PARTY TRANSACTIONS

In April 2002 and January 2004, the Predecgemsstered into lease agreements for approximat&lhaid 8.8 square feet, respectively, for
its corporate headquarters at 11465 Sunset HiliglRReston, Virginia from Comstock Partners, LaD. affiliate of our Predecessor in which
executive officers of the Company, Christopher Glata, Gregory Benson, and others are principaldstopher Clemente owns a 45%
interest, Gregory Benson owns a 5% interest, aityemhich is owned or controlled by Christopher @kente’s father-in-law, Dwight Schar,
owns a 45% interest, and an unrelated third parstysca 5% interest in Comstock Partners. On SepteBthe€2004, the lease agreements were
canceled and replaced with new leases for a t620.6 square feet with Comstock Asset Managenie6t, an entity wholly owned by
Christopher Clemente. Total payments made undeteébse agreement were $142 as of December 31, @004ugust 1, 2005, the lease
agreement was amended for an additional 8.4 sdeeteFor the three months ended March 31, 20072868, total payments made under
this lease agreement were $192 and $185, resplgctive

In May 2003, the Predecessor hired a construcbmpany, in which Christopher Clemente’s brotheuis Clemente, serves as the
President and is a significant shareholder, toideoeonstruction services and act as a generatamot at two of the Company’s
developments. The Company paid $1,897 and $748g@onstruction company during the three montledrMarch 31, 2007 and 20086,
respectively.

During 2003, the Predecessor entered intoeageats with I1-Connect, L.C., a company in whichdstors Management, LLC, an entity
wholly owned by Gregory Benson, holds a 25% intierfes information technology consulting servicegldhe right to use certain customized
enterprise software developed with input from tloenpany. The intellectual property rights associatét the software solution developed
by I-Connect, along with any improvements madedtweby the Company, remain the property of I-Cohr2aring the three months ended
March 31, 2007 and 2006, the Company paid $20686drespectively, to I-Connect.

In October 2004, the Predecessor enterecaimmgreement with Comstock Asset Management, ICBM), where CAM assigned the
Company first refusal rights to purchase a portibtheir Loudoun Station Properties. In partial sideration for the performance of which
Company would provide management services for ®f&20 per month. This agreement was terminatésttfe December 31, 2006. For
the three months ended March 31, 2007 and 2006 dhepany recorded $0 and $60 in revenue, respegtiVae Predecessor recorded a
receivable for $0 and $40, at March 31, 2007 ar@b2espectively, from this entity.
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In addition, the Company, in November 2004eeed into an agreement with Comstock Asset ManagefCAM) to sell certain retail
condominium units at Potomac Yard for a total pasghprice of $14,500. In connection with this stile,Company received a nosfundabl
deposit of $8,000 upon execution of the agreenidreg.agreement was modified in 2005, which redubhedieposit amount to $6,000. During
the year ended December 31, 2006, the Companyratt®679 in costs associated with the retail wamt$ recorded a receivable of $377
which is reimbursable by CAM and still outstandagyof March 31, 2007.

In August 2004, the Predecessor entered i 400 promissory note agreement with Belmont Neote..L.C., an unrelated entity
managed by Investors Management. The note hadenest rate of 12%, which was payable monthly anigirally matured in August 2006.
However the company exercised its right to a thmesth extension, and therefore the note matureceMdrer 5, 2006. In March 2004, the
Company sold four condominium units to Belmont MedeL.C. under a sale and leaseback arrangeretfour 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 and has extensionamystiavailable at its discretion. As a result ofdbéveries, the promissory note was
reduced by the total purchase price. As of Decer@beP006, the promissory note agreement with BatriModels |, L.L.C., was paid in full.
Accrued interest on this note totaled $0 and $peetively, as of March 31, 2007 and December 30620

During the three months ended March 31, 20@i72006, the Company entered into sales contracslthomes to certain employees of
the Company. The Company, in order to attractjmetand motivate employees maintains a home owipelsnefit program. Under the home
ownership benefits, an employee receives certahhmnefits provided by us when purchasing a hant@waing one built by us. Sales of
homes to employees for investment purposes areuctadl at market prices.

In September 2005, Comstock Foundation, imas created. Comstock Foundation is a not-for-pov§janization organized exclusively
for charitable purposes within the meaning of $er§01(c)(3) of the Internal Revenue Code and iafillmte of the Company. The affairs of
Comstock Foundation are managed by a figeson board of directors with Christopher Cleme@tregory Benson, Bruce Labovitz and Tr.
Schar (employee of the Company and spouse of Gphst Clemente) being four of the five. The Compalsyp provides bookkeeping
services to Comstock Foundation at no charge. Quhia three months ended March 31, 2007 and 2@06dmpany donated $0 and $25,
respectively, to Comstock Foundation.

13. SEGMENT REPORTING

Statement of Financial Accounting Standards N4 ,Disclosures about Segments of an Enterprise andt&eInformation*SFAS 131"
establishes standards for the manner in which comapaeport information about operating segmerte. Company determined it provides
one single type of business activity, homebuildinbich
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operates in multiple geographic or economic envirents. In addition, as a result of the Companytgiesitions in Georgia and North
Carolina, which became fully integrated in the touguarter of 2006, the Company modified how itlgnes its business during the fourth
quarter of 2006. As such, the Company has detedrileg its homebuilding operations now primarilyaive three reportable geographic
segments: Washington DC Metropolitan Area, Northoliaa, and Georgia. The aggregation criteria sdolbon the similar economic
characteristics of the projects located in eacthese regions.

The table below summarizes revenue and indtmes) before income taxes for each of the Commaggbgraphic segments (amounts in
thousands):

Three Months Ended March &

2007 2006

Revenues

Washington DC Metropolitan Are 33,86: 29,86¢
North Caroline 8,59( 1,991
Georgia 4,271 4,73¢
Total revenue 46,72: 36,59¢
Operating income (lost

Washington DC Metropolitan Are 3,19¢ 6,71°F
North Caroline (189) (242)
Georgia (1,516 (510
Segment operating incon 1,49( 5,96:
Corporate expenses unalloca 4,374 4,18¢
Total operating (loss) incon (2,889 1,77¢
Other income (expens 344 233
Equity loss — (27
Minority interest 1 7
(Loss) income before income tay $ (2,539 $ 1,991

Corporate expenses and other income is coaethgencipally of general corporate expenses ssdha Offices of the Chief Executive
Officer and President, and the corporate financegianting, audit, tax, human resources, marketimgl@gal groups, offset in part by interest
income.

The table below summarizes total assets foin eathe Company’s segments at March 31, 2007Dswémber 31, 2006:

Total Assets 2007 2006

Washington DC Metropolitan Are $299,86° $317,34¢
North Caroline 54,76 61,61"
Georgia 90,59( 94,13
Corporate 51,69 44,33(
Total Asset: $496,91: $517,42¢

14. SUBSEQUENT EVENTS

As discussed in Note 7, in the accompanyirtgsito the consolidated financial statements, agany in April 2007 sold its interest in
North Shore for $3.75 millior

In April 2007, the Company entered into a loawdification with Corus Bank by which the Compangreased the maximum funding
under it non-recourse Eclipse construction loamygroximately $15.0 million including an additior$®.0 million interest reserve and
extended the maturity date of the loan to Janu@682

On April 11, 2007 one of our two loans withyKgank, in the amount of approximately $5.3 millioeached maturity. On May 1, 2007
other loan with Key Bank, in the amount of approaiety $2.8 million reached maturity. We are in fitecess of negotiating to extend bot|
these loans to February 2008. We expect to compiietgrocess during May 2008.

On May 7, 2007, the Company received a natfatefault and acceleration demand letter from BegiBank covering all loans of the
Company with Regions Bank which totaled approxidya$40.5 million. On May 10, 2007, the Company &ehions Bank entered into a
formal commitment letter outlining certain mutuadlgreed upon loan modifications and maturity extersson all the Regions Bank loans to
be documented on or before May 18, 2007. The Ipt@rides for a rescission of the issued noticdedfult and acceleration demand letter.

In April 2007, Company received a notice offadit on a $1.6 million loan related to, but notseed by, our Beacon Park at Belmont Bay
project. The Company is working on a resolutiotthie default with the lender, who is also the laetler and the developer of Belmont Bay.

In March 2007, the Company entered into a loadification agreement with BB&T which extendee thaturity date of our Atlanta
revolver by 12 months to March 2008. The Atlantabeer covers three projects with a cumulative tarnding balance of approximate



$10.0 million.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENTS AND FACTORS THAT MAY AFECT RESULTS

The following discussion of our financial cati@h and results of operations should be reacdmjunction with the accompanying
unaudited consolidated interim financial statemants the notes thereto appearing elsewhere iritiegport and our audited consolidated
and combined financial statements and the notestthér the year ended December 31, 2006, apgeariour Annual Report on Form 10-K
for the year then ended (the “2006 Form 10-K").

This report includes forward-looking statensethiat are made pursuant to the safe harbor pomgsif the Private Securities Litigation
Reform Act of 1995. These forward-looking staterser@n be identified by the use of words such ascipate,” “believe,” “estimate,”
“may,” “intend,” “expect,” “will,” “should,” “seek$ or other similar expressions. Forward-lookingtetaents are based largely on our
expectations and involve inherent risks and unieigs, many of which are beyond our control. Ybowd not place undue reliance on any
forward-looking statement, which speaks only athefdate made. Some factors which may affect tberacy of the forward-looking
statements apply generally to the real estate indusghile other factors apply directly to us. Anymber of important factors which could
cause actual results to differ materially from #hasthe forward-looking statements include, withlimitation: general economic and market
conditions, including interest rate levels; ourifpto service our substantial debt; inherent sigk investment in real estate; our ability to
compete in the Washington, D.C. and Raleigh, NGdlolina and Atlanta, Georgia real estate and homilding markets; regulatory actions;
fluctuations in operating results; our anticipagdwth strategies; shortages and increased cofabaf or building materials; the availability
and cost of land in desirable areas; natural dissisbur ability to raise debt and equity capitad grow our operations on a profitable basis;
and our continuing relationships with affiliatesdditional information concerning these and othegpantant risk and uncertainties can be
found under the heading “Risk Factors” in our FAirK filed for the fiscal year ended December 310& Our actual results could differ
materially from these projected or suggested byfdheard-looking statements.

” o ” w

Overview

We engage in the business of residential tlaveélopment, production home building, high-risadaminium development, condominium
conversion and land sales in the greater Washin@a®., Raleigh, North Carolina, and Atlanta, Géamgarkets. Our business was founded
in 1985 by Christopher Clemente, our Chief Exea®fficer, as a residential land developer and hbuikeler focused on the luxury home
market in the northern Virginia suburbs of WashamgtD.C. In 1992, we repositioned ourselves adymtion home builder focused on
moderately priced homes in areas where we coule@ mezdily purchase finished building lots througii@n contracts. In the late 1990s, we
diversified our product base to include multiplegiuct types and home designs and we rebuilt obpirse land development department to
include significant experience in both land devetept operations and land entitlement expertisé9Bv, we entered the Raleigh, North
Carolina market. In 2005 we became involved inkthsiness of converting existing rental apartmeaperties to for-sale condominium
projects. In 2006, we entered the Charlotte, N@dholina, Myrtle Beach, South Carolina and Atlat@aorgia markets through the acquisi
of Parker Chandler Homes, Inc. In late 2006 weeeihe Myrtle Beach, South Carolina market andd@72we plan to exit the Charlotte,
North Carolina marke
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Our general business strategy is to focusoisdle residential real estate development oppibi¢s in the southeastern United States that
afford us the ability to produce products at ppoints where we believe there is significant andsestent longerm demand for new housir
We believe the housing industry is cyclical in matiWe recognize that current market conditionseateemely challenging. Accordingly, we
have adapted our business plan and strategy véthdhl of protecting liquidity, enhancing our balarsheet and positioning the Company for
future growth when market conditions improve. Iderto protect our liquidity we have adopted a eovative approach to land acquisition
and investment and have taken a patient approabhr@spect to market expansion. We believe thatdiyg so we are enhancing our ability
to take advantage of attractive real estate investropportunities in our core markets as marketlitmms improve. At March 31, 2007, we
either owned or controlled under option agreemapgoximately 5,000 building lots.

The following table summarizes certain infotimia related to new orders, settlements, and bgdkothe three month period ended
March 31, 2007 and 2006:

Three Months Ended March 31,

2007
Washington

Metro North

Area Carolina Georgia Total
Gross new ordel 79 32 34 14&
Cancellation: 58 7 9 74
Net new order: 21 25 25 71
Gross new order reven! $ 25,13% $ 7,95¢ $10,75: $ 43,84¢
Cancellation revenu $ 23,07¢ $ 2,125 $ 2,57(C $ 27,77
Net new order revent $ 2,061 $ 5,83( $ 8,18: $ 16,07:
Average gross new order pri $ 31¢ $ 24¢ $ 31€ $ 30z
Settlement: 95 22 14 131
Settlement revent.— homebuilding $ 33,74( $ 5,03¢ $ 4,24¢ $ 43,02¢
Average settlement pric $ 35¢ $ 22¢ $ 30: $ 32¢
Backlog units 211 49 25 28t
Backlog revenu $ 92,95% $15,43¢ $ 8,65¢ $117,06(
Average backlog pric $ 441 $ 31t $ 34¢€ $ 41C
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Gross new order reveni

Cancellation revenu
Net new order revent

Average gross new order pri

Settlement:

Settlement reven.— homebuilding
Average settlement pric

Backlog units
Backlog revenu
Average backlog pric

Three Months Ended March 31,

IES

Washington
Metro
Area

134

38

96
48,78(
14,41¢
34,36:
364

83
29,70
35¢&
477

$ 190,65!
$ 40C

@ & B H B P

North
Carolina

15
0
15
$ 6,00¢
$ —
$ 6,00¢
$ 401
8
$ 1,991
$ 24¢
16
$ 7,53(
$ 471

2006
Georgia
79
11
68
$ 20,41¢
$ 1,96(
$18,459¢
$ 25¢
21
$ 4,67
$ 22¢
47
$ 13,78¢
$ 293

Total

22¢
48
17¢
$ 75,20¢
$ 16,37¢
$ 58,83(
$ 33C
112
$ 36,36¢
$ 32t
54C
$211,97:
$ 39¢

We currently have communities under developmemutiple counties throughout the markets we sefbe following table summarizes
certain information for our current and planned ommities as of March 31, 2007:

As of March 31, 200

Lots

Under
Estimatec Lots Option
Product Units at Units Owned Agreemen Average New Orde
Project State Type (2) Completior Settled Backlog (3 Unsold Unsold Revenue to Dat
Status: Active (1)
Allen Creek GA SF 26 18 3 5 — $ 208,25
Arcanum GA SF 34 11 5 18 — $ 388,67!
Brentwood Estate GA SF 31 21 — 10 — $ 138,31:
Falling Watet GA SF 22 11 2 9 — $ 423,72t
Gates of Luberol GA SF 31 — 2 29 — $ 655,87
Glenn lvey GA SF 65 7 3 55 = $ 238,59(
Highland Statior GA SF 10t 26 1 78 — $ 294,98¢
Maristone GA SF 40 3 6 31 — $ 309,71«
Senators Ridg GA SF 60 17 2 41 — $ 250,87¢
Traditions GA SF 4 1 1 2 — $ 520,00(
Wyngate GA SF 28 — — 28 — n/e
Sub-Total / Weighted
Average (4, 44¢€ 11¢& 25 30¢€ = $ 280,44(
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As of March 31, 200

IES

Lots

Under
Estimatec Lots Option
Product Units at Units Owned Agreemen Average New Ordt

Project State Type (2) Completior Settled Backlog (3 Unsold Unsold Revenue to Dat
Emerald Farn MD SF 84 78 — 6 — $ 452,34
Sub-Total / Weighted Averac

4) 84 78 — 6 — $ 452,34
Allyn’s Landing NC TH 11€ 49 14 53 — $ 231,33
Brookefield Statior NC SF 13C — — 30 10C n/e
Haddon Hall NC Condo 90 — 2 88 — $ 198,70(
Holland Roac NC SF 81 — 17 64 — $ 419,77¢
Kelton at Presto NC TH 56 42 5 9 — $ 311,17¢
North Farms NC SF 13¢ 33 1 12 92 $ 178,67:
Pine Hollow NC SF 10 3 1 6 — $ 176,68
Providenc-SF NC SF 14¢ — 4 30 114 $ 202,23«
Riverbrooke NC SF 66 32 1 33 — $ 168,09(
Wakefield Plantatiol NC TH 77 40 2 35 — $ 491,15¢
Wheatleigh Presen NC SF 28 14 2 12 — $ 282,01«
Sub-Total / Weighted Averac

4) 94C 213 49 372 30€ $ 286,30:
Barrington Parl VA Condo 1l4¢ — — 1l4¢ — n/e
Beacon Park at Belmont Bi VA Condo 60C — — 112 48¢€ n/e
Commons at Bellemea VA Condo 31€ 58 — 25¢ — $ 218,98:
Commons on Potomac VA Condo 192 48 7 137 — $ 264,98:
Commons on Williams S VA Condo 18C 107 6 67 — $ 350,10°
Penderbrool VA Condo 424 254 8 162 — $ 258,94
River Club at Belmont Bay VA Condo 84 83 1 — — $ 447,87
The Eclipse on Center Ps VA Condo 46E 192 18t 88 — $ 411,93t
Woodlands at Round Hi VA SF 46 24 — 22 — $ 757,11¢
Sub-Total / Weighted Averag

4 2,45k 76€ 207 994 48¢ $ 355, 36¢
Total Active 3,92t 1,172 281 1,67¢ 794 $ 340,90:
Status: Development (1
East Capito DC Condo 13C — — 13C — n/e
Sub-Total / Weighted Averac

4) 13C — — 13C — n/e
Cedars Roa GA SF 10¢ — — — 10¢ nle
Highland Avenue GA SF 28 — — 28 — n/e
James Roa GA SF 49 — — 49 — nle
Kelly Mill Road GA SF 28 — — — 28 n/e
Post Roac GA SF 60 — — 60 — nle
Post Road | GA TH 54 — — 54 — n/e
Settingdown Circle GA SF 162 — — 162 — n/e
Shiloh Road GA SF 60 — — 60 — n/e
Tribble Lakes GA SF 20C — — 20C — nle
Sub-Total / Weighted Averac

4) 75C — — 613 137 n/e
Massey Presen NC SF 242 — — 242 — n/e
Providenc-TH NC TH 80 — — — 80 n/e
Sub-Total / Weighted Average

4) 322 — — 242 80 n/e
Aldie Singles VA SF 15 — — — 15 n/e
Blake Crossin¢ VA TH 13C — — 13C — n/e
Brandy Statior VA SF 35C — — — 35C n/e
Loudoun Statior VA Condo 484 — — — 484 nle
Station View VA TH 47 — — 47 — n/e




Sub-Total / Weighted Average

4 1,02¢ — — 177 84¢ nle
Total Development 2,22¢ — — 1,162 1,06¢ n/a
Total Active & Development 6,15 1,172 281 2,84( 1,86( $ 340,90:

Status: Joint Venture
North Shore Condominiur

(5) NC Condo 19€ — 7 18¢ — 3 286,36
North Shore Townhomes ( NC TH 162 33 7 123 — $ 239,10
Countryside (6 VA Condo 30 13 4 — 13 $ 260,53
Total Joint Venture 38¢ 46 18 312 13 $ 249,96¢

(1) “Active” communities are open for sales. “Dey@inent” communities are in the development proeesishave not yet opened for sales.
(2) “SF” means single family home, “TH” means townke and “Condo” means condominium.

(3) “Backlog” means we have an executed order witluyer but the settlement has not yet taken place.

(4) “Weighted Average” means the weighted average arder sale price.

(5) Not consolidated; joint venture sold in 2Q 2007

(6) Consolidated under FIN 46.
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Results of Operations
Three months ended March 31, 2007 compared to three months ended March 31, 2006
Orders, cancellations and backlog

Gross new order revenue for the three monibded March 31, 2007 decreased $31.4 million, 88%1to $43.8 million on 145 homes as
compared to $75.2 million on 228 homes for theghr®nths ended March 31, 2006. The 83 unit decieasaw orders was attributable to
current market conditions in the homebuilding irtdgswhich is currently characterized by excesspdupf homes available for sale and
reduced buyer confidence.

The average sale price per new order fortiteetmonths ended March 31, 2007 decreased by®2&)$302,000 as compared to
$330,000 for the three months ended March 31, ZDBé decrease in average sales price per new igrdtributable to a shift in inventory
available for sale along with general base pricefeses and price concessions offered in resporsdevter demand throughout our markets
as compared to 2006.

For the three months ended March 31, 200 trapany experienced 74 unit cancellations totah2g.8 million as compared to 49 units
totaling $16.4 million for the comparable period2@06. Cancellations were most prevalent in thatgreNVashington, DC market where we
experienced 58 cancellations which included 12 Camggnitiated cancellations for approximately $gBlion of cancellation revenue at
Barrington Park Condominiums where the Companyd#etto temporarily manage the project as a rentad@minium community while it
determines the highest and best use for the prop&trthe Eclipse project, in the Washington, DCrked, the Company experienced 36
cancellations which were mostly related to congraettered into in 2004. Of these 36 cancellatieitdt were cancellations where the con
buyer cancelled an existing contract in conneatigh entering into a new contract for a differenitiat the Eclipse.

Our backlog at March 31, 2007 decreased $@l®n, or 44.8%, to $117.1 million on 285 homes@mpared to our backlog at
March 31, 2006 of $211.9 million on 540 homes. i@&f Companys March 31, 2007 backlog, approximately $85.4 onillis derived from 18
orders at the Company’s Eclipse on Center Parlotr®ac Yard project. The reported backlog doesnuttide pending land sales of which
there was approximately $3.6 million of backlodvitrch 31, 2007 on 56 finished lots at Massey Pueser

Revenue

Homebuilding revenues increased by $6.6 mmijlar 18.1%, to $43.0 million for the three monémeled March 31, 2007 as compared to
$36.4 million for the three months ended MarchZ106. The number of homes delivered in the threethsoended March 31, 2007 increa
by 17.0%, or 19 homes, to 131 from 112 homes irttitee months ended March 31, 2006. The increassvanue and the number of units
delivered is primarily attributable to the Compa{clipse project which delivered $23.8 millionre¥enue on 58 settled units and the
Company'’s expansion in the Raleigh, North Carotireaket as a result of the acquisition of Capitohtés Inc. on May 5, 2006. During the
three months ended March 31, 2007 the Companyeteliv22 homes in Raleigh as compared to eight héonéise three months ended
March 31, 2006.
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Average revenue per home delivered increagegpproximately $3,000 or 1.0% to $328,000 forttiree months ended March 31, 200
compared to $325,000 for the three months endediVat, 2006. The $3,000 increase in average setespger home is attributable to
increased settlements from new projects comingarkat in our Atlanta, Georgia division where ouegge revenue per settlement has
increased approximately $81,000, or 35.9%, as coedp®a 2006. Average prices in the Washington, DCket were relatively consistent in
spite of a shift in deliveries from higher pricedgle family and townhouse communities to condonnins.

Other Revenue

Other revenue for the three months ended Mai¢l2007 increased by $3.5 million to $3.7 millias compared to $200,000 for the three
months ended March 31, 2006. Other revenue fothtlee months ended March 31, 2007 consists ofilessnade to third parties and reve
associated with the Company’s Settlement Title 8esvdivision. The net increase is primarily atitdble to $3.5 million of revenue
recognized on the sale of 55 finished lots from Masssey Preserve project in North Carolina. The @amy considers revenue to be from
homebuilding when there is a structure built onlthtevhen it is delivered. Sales of lots occur, ane included in other revenues, when the
Company sells raw land or finished home sites waade of any substantial home construction.

Cost of Sales and Cost of Sales Other

Cost of sales for the three months ended Matct2007 increased $9.7 million, or 35.7%, to $38illion, or 85.7% of homebuilding
revenue, as compared to $27.2 million, or 74.7%wénue, for the three months ended March 31, 2ZD@6.11.1 percentage point increase in
cost of sales as a percentage of homebuilding tevéar the three months ended March 31, 2007 manily attributable to the completion in
2006, of projects in which rapid price appreciativeated higher profit margins as a result of fil@d land costs relative to pricing and the
impact in 2007 of the Company’s Eclipse projectahhéiccounted for approximately 55% of the Compatotal revenues and total cost of
sales. For the three moths ended March 31, 2087 ofsales as a percentage of revenue for the @aoypEclipse project was approximat
82.6%. Additionally, due to weakening market coiadis, we have extended the sales cycle of manuiopjects, which in turn has
increased direct costs per unit by increasing theumt of real estate tax, interest and overheaiadiaed to the project. In many cases, since
we relieve our capitalized costs pro-rata to thividual lots, fewer remaining lots must absorkré@ased costs. In addition, we have
experienced increases in material and labor cbetsighout our market along with the need to proyideing concessions to stimulate sales.
Due to the factors stated above, the Company exjgests of sales as a percentage of revenue timgerd face additional upward pressure
as compared to 2006 until general market conditimpsove, costs of materials moderate and new itorgns acquired.

Cost of sales other for the three months emdi@ath 31, 2007 was $3.6 million as compared to Bt@he three months ended March 31,
2006. Cost of sales other for the three monthsaiberch 31, 2007 primarily includes land cost agted with lot sales at Massey Preserve
where the Company sold 55 finished lots to a thady.

Impairments and wri-offs

As discussed in Note 2 in the accompanyingsitd the financial statements, the Company, recbimpairment charges of $0 and $0 for
the three months ended March 31, 2007 and 200gec#sely. For the three months ended March 317286 Company wrote-off $534
related to deposits on forfeited option contact iEtated feasibility costs. Based on managemastsssment of current market conditions
and estimates for the future, the Company beligvex® are no additional impairments warrantediattime. However, if market conditions
deteriorate or actual costs are higher than budgéie Company would be required to re-evaluatedheverability of its real estate held for
development and sale and may incur additional impat charges. In addition, as discussed in Natetfle accompanying notes to the
financial statements, the Company wrote off $35& essult of selling its interest in North Shorel amljusting amounts owed to net realizable
value.
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Selling, general and administrative

Selling general and administrative expenseshi®three months ended March 31, 2007 increased &r 7.9% to $8.2 million, as
compared to $7.6 million for the three months endlledch 31, 2006. Selling general and administratixeenses represented 17.6 % and
% of total revenue for the three months ended Ma&dcH2006 and 2007.

For the three months ended March 31, 200Bngebeneral and administrative expenses incli#aD related to the abandonment of
corporate financing and acquisition transactiongliitling the effect of the abandonments in 2006 iticrease of $1.5 million was
attributable to additional sales and marketingsossulting from increased homebuilding revenue®to® million and the acquisition of
Capitol Homes Inc., in May of 2006. These increasere offset by cost reduction initiatives undeetaky the Company to align our fixed
cost structure with current revenue and marketsen

Operating( income) loss

Operating income for the three months endettMal, 2007 decreased $ 4.7 million to an opegdtas of ($ 2.9) million as compared to
$ 1.8 million in operating income for the three nitmended March 31, 2006. Operating margin fotlihee months ended March 31, 2007
was (6.2%) as compared to 4.9% for the three marided March 31, 2006. The decrease in operatimgimia attributable to increases in
cost of goods sold and write-offs as discussed ab&breakdown of operating margin by segmentawigled in Note 13 in the
accompanying notes to financial statements.

Other (income) expense, net

Other income for the three months ended M&dcH2007 increased by $111 to $344 as compared38 fr the three months ended
March 31, 2006. The increase in other income ithatable to increased interest income and additiolcome resulting from buyers
canceling sales contracts and forfeiting their esrmoney deposits.

Income taxe

Income tax (benefit) expense for the three thoended March 31, 2007 was ($870) compared tth 8¥3he three months ended
March 31, 2006. Our combined effective tax ratéuding both current and deferred provisions forttivee months ended March 31, 2007
and 2006 was (34.3%) and 37.8%, respectively. Asudised in Note 9, in the accompanying notes &méial statements, the Company
recorded a charge to income tax expense in the @ned$136,000 as a result of tax shortfalls relatethe non realization of certain tax
assets recorded in conjunction with employee stpakts.

Liquidity and Capital Resources

We require capital to post deposits on newsjéa purchase and develop land, to construct Bptogund related carrying costs and
overhead and to fund various advertising and meagggirograms to facilitate sales. These expenditurelude engineering, entitlement,
architecture, site preparation, roads, water angsénes, impact fees and earthwork, as well asctinstruction costs of the homes and
amenities. Our sources of capital include, and mipate will continue to include, funds derivedr various secured and unsecured
borrowings, operations which include the sale ofstaucted homes and finished lots, and the sadgoity securities. Our currently owned
and controlled inventory of home sites will requirebstantial capital to develop and construct.

In production home building, it is common farilders such as us to employ revolving creditlfiéges whereby 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. Thievolving debt will typically provide for
funding of an amount up to a pre-determined peeggnbf the cost of each asset funded. The baldrtbe funding for that asset is provided
for by us as equity. The efficiency of revolvingatién production home building allows us to openatth less overall debt capital than would
be required if we built each project with long-teamortizing debt. At March 31, 2007 we had appratety $293.5 million of outstanding
indebtedness and $17.7 million of unrestricted ctghile we believe that internally generated caslvances available under our credit
facilities and access to public debt and equityketrwill provide us with sufficient capital to memir existing and expected capital needs.

Our subsidiaries have a significant amourgeafured debt which matures during 2007. In ourstrgit is customary for lenders to renew
and extend project facilities until the project@nplete. Since we are the guarantor of our sudrséd’ debt, any significant failure to
negotiate renewals and extensions to this debtdveeNerely compromise our liquidity and could jewliee our ability to satisfy our capital
requirements. Our recently reported and cured tmaenant violations, may impact our ability to rerend extend our debt.

Credit Facilities

A majority of our debt is variable rate, based IBOR or the prime rate plus a specified numifdrasis points, typically ranging from
190 to 600 basis points over the LIBOR rate anthf&b to 100 basis points over the prime rate. Assalt, we are exposed to market risk in
the area of interest rate changes. At March 317 20@ one-month LIBOR and prime rates of inteveste 5.32% and 8.25%, respectively,
and the interest rates in effect under our existexgured revolving development and constructioditfacilities ranged from 7.22% to
11.36%. For information regarding risks associat@t our level of debt and changes in interestsasee Item 3Quantitative and Qualitatiy
Disclosures about Market Risk.”

We have generally financed our development andtogeion activities on a project basis so that,dach project we develop and build,



have a separate credit facility. Accordingly, wedaumerous credit facilities.

On May 26, 2006 we entered into $40 millior®ed Revolving Borrowing Base Credit Facility fbe financing of entitled land, land
under development, construction and letters ofitrad letters of credit issued will also be seedrby collateral in the facility. Funding
availability will be limited to compliance with abrowing base and facility covenants. As of Mardh 2007, $37.6 million was outstanding
with this facility. In February 2007 we enteredoiat Forbearance Agreement with the lender whichaed the covenants and eliminated the
ability of the lender to claim an event of defaagta result of non-compliance with the financialamants of the original loan. The
Forbearance Agreement runs through March 2008.

On May 4, 2006 we closed on a $30 million duiBubordinated Note Offering. The term of the neées thirty years and it could be retired
after five years with no penalty. The rate wasdixe¢ 9.72% the first five years and LIBOR plus 42@is points the remaining twenty-five
years. In March 2007 we retired the original nated entered into a new -year $30 million Senior Secured Note Offering willle same
lender at the same interest rate. We are in comggiavith all covenants associated with the newsiote

As of March 31, 2007, we had $8.2 million ¢ateling to Key Bank. Under the terms of the loareaments, we are required to maintain
certain financial covenants. In January 2007 werexdtinto loan modification agreements to lowerititerest coverage ratio covenant. We
in compliance with the loans as modified.

As of March 31, 2007 we had $11.3 million éaitsling to M&T Bank. Under the terms of the loamesgnents, we are required to main
certain financial covenants. In March 2007 we extténto loan modification agreements lowering titeriest coverage ratio and the tangible
net worth covenants. We are in compliance withlda@s as modified.

In December 2005 the Company entered into4d $iillion secured, limited recourse loan with CoBank related to our Eclipse project.
Under the terms of the loan there is a single addédist covering two loan traunches. The two tiches have varying interest rates with
Traunche A at LIBOR plus 375 basis points and TcherB at 16.0%. At March 31, 2007 our outstandiaiguce under this loan was
$72.6 million.

In February 2007 we entered into a $28 milbeoured, three-year limited recourse loan withdengeim Capital Partners related to our
Penderbrook project. Under the terms of the loarbitrrower (Comstock Penderbrook, LLC) distribu$&d.0 million to the Company and
established a $2.0 million interest escrow to pevior interest costs in excess of the net opegraticome being generated by the temporary
rental operations at the project. The loan beaistenest rate of LIBOR plus 500 basis points. Urttle terms of the loan there are two
traunches, traunche A at three month LIBOR plusid#¥ls points and traunche B at three month LIBQ@R 00 basis points. As of
March 31, 2007, our outstanding balance underdhae Was $25.3 million.

At March 31, 2007 we had approximately $11lillion outstanding with Regions Bank under five amie master loan agreements. These
loans contain cross-default provisions with ead¢tentThe loans carried varying maturities staringApril 28, 2007.

From time to time, we employ subordinated anslecured credit facilities to supplement our epé@sources or a particular project or
group of projects. Our lenders under these creditifies will typically charge interest rates tlzae substantially higher than those charged by
the lenders under our senior and secured crediitifzs: These credit facilities will vary with rpect to terms and costs. As of March 31, 2
only one unsecured credit facility remained in plabe annual variable interest rate on the fgiias 7.52% and $5.0 million was
outstanding under the facility. We intend to conério use these types of facilities on a selecésistio supplement our capital resources.

Many of our loan facilities contain Materiathterse Effect clauses which if invoked could createevent of default under the loan. In the
event all our loans were deemed to be in defaudt r@sult of a Material Adverse Effect, our abililymeet our capital and debt obligations
would be compromised.

Cash Flow

Net cash used in operations decreased by3filion to $504 for the three months ended M&th2006 as compared to $73.8 million
for the three months ended March 31, 2006. Theedseris attributable to limited investment in esthte held for development and sale, in
2007 as compared to 2006.

Net cash used in investing activities decrédse$10.7 million to $46 for the three months eharch 31, 2007 as compared to $10.7
million for the three months ended March 31, 200& decrease is attributable to the Company’s aitopri in 2006 of Parker Chandler
Homes. Inc. and less expenditures for propertynt@ad equipment.

Net cash (used in) provided by financing atiis decreased by $63.0 million to ($3.0) millimn the three months ended March 31, 2007
as compared to $60.5 million for the three montideel March 31, 2006. The decrease is attributalewter borrowings required as a result
of less investment in real estate held for investme
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Recent Acquisitions

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

In January 2006, we completed the acquisitioRarker Chandler Homes, Inc. in the Atlanta, @@oarea. The acquisition price was
approximately $10.4 million plus the assumptiorapproximately $63.8 million in debt. The resultdafrker Chandler, Inc. are included in
the accompanying financial statements from theopetanuary 19, 2006 to March 31, 2007. The acquisiétdded over 1,500 lots to our
inventory of controlled land.

Subsequent Events

As discussed in Note 7, in the accompanyirtgsito the consolidated financial statements, tragany in April 2007 sold its interest in
North Shore for $3.75 millior

In April 2007, the Company entered into a loawdification with Corus Bank by which the Compangreased the maximum funding
under it non-recourse Eclipse construction loamygroximately $15.0 million including an additior$®.0 million interest reserve and
extended the maturity date of the loan to Janu@682

On April 11, 2007 one of our two loans withyKgank, in the amount of approximately $5.3 millioeached maturity. On May 1, 2007
other loan with Key Bank, in the amount of approatety $2.8 million reached maturity. We are in fliecess of negotiating to extend bot|
these loans to February 2008. We expect to compiietgrocess during May 2008.

On May 7, 2007, the Company received a natfatefault and acceleration demand letter from BegiBank covering all loans of the
Company with Regions Bank which totaled approxidya$40.5 million. On May 10, 2007, the Company &ehions Bank entered into a
formal commitment letter outlining certain mutuadlgreed upon loan modifications and maturity extersson all the Regions Bank loans to
be documented on or before May 18, 2007. The Ipt®rides for a rescission of the issued noticdedfult and acceleration demand letter.

In April 2007, Company received a notice offadit on a $1.6 million loan related to, but notseed by, our Beacon Park at Belmont Bay
project. The Company is working on a resolutiothie default with the lender, who is also the l@etler and the developer of Belmont Bay.

In March 2007, the Company entered into a loadification agreement with BB&T which extendee thaturity date of our Atlanta
revolver by 12 months to March 2008. The Atlanteieer covers three projects with a cumulative tartding balance of approximately
$10.0 million.

Recent Accounting Pronouncements

In September 2006, the FASB issued Statenfdfinancial Accounting Standard No. 15-4ir Value Measuremen{sSFAS 157”),which
defines fair value, establishes a framework for sneag fair value in generally accepted accountirigciples and expands disclosures about
fair value measurements. SFAS 157 is effectivdifiancial statements issued for fiscal years bagmafter November 15, 2007, and interim
periods within those fiscal years. The Companyuisantly reviewing the effect of SFAS 157 on itsisolidated financial statements.

In June 2006, the FASB issued Interpretation48,Accounting for Uncertainty in Income Taxes — aerptetation of FASB Statement
No. 109, Accounting for Income Tay(“FIN 48”), to create a single model to addressoacting for uncertainty in tax positions. FIN 48
clarifies the accounting for income taxes, by priéstg a minimum recognition threshold a tax pasitis required to meet before being
recognized in the financial statements. FIN 48 alswvides guidance on de-recognition, measurenstassification, interest and penalties,
accounting in interim periods, disclosure and titeors FIN 48 is effective for fiscal years begingiafter December 15, 2006. The Company
adopted the provisions of FIN 48 on January 1, 2@8%equired. The cumulative effect of adoptiny BB will be recorded as an adjustment
to the opening balance of retained earnings andtiexpected to have a significant impact on thengany’s consolidated financial position.
The adoption of FIN 48 may cause greater volatifitthe effective tax rate going forward. The Compaxpects to record a benefit of
approximately $1,194 as a benefit to opening rethgarnings as a result of the adoption of FIN 48.

Critical Accounting Policies and Estimates

There have been no significant changes ta@itical accounting policies and estimates durimg three months ended March 31, 2007
compared with those disclosed in ItemViganagement’s Discussion and Analysis of Financiahdition and Results of Operatiomgluded in
our annual report on Form 10-K for the year endeddmber 31, 2006.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Market risk represents the risk of loss thayrimpact our financial position, results of opemas or cash flows, due to adverse changes in
financial and commodity market prices and interatts. We are exposed to market risk in the aréaterfest 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 March 31, 2007, an increase/decrease irestteates of 100 basis points on our variabledabt would have resulted in a corresponc
increase/decrease in interest actually incurredshgf approximately $2.3 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 coreratay 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 thgoré our Chairman and Chief Executive Officer &tdef Financial Officer have reviewed ¢
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 and are also effective to enswaeitifiormation required to be disclosed in the repwe file or submit under the Exchange
Act is accumulated and communicated to managermahiding our Chief Executive and Chief Financidfi€ers, to allow timely decisions
regarding required disclosure.

During the quarter ended March 31, 2007, tbem@any completed its implementation of the JD EdiwdinterpriseOne (JDE) software
package. The JDE system is an Enterprise ResolanaiRg (ERP) suite of integrated operational @ndrfcial modules that supports the
Company’s current and future operational needsemhénces its internal control over financial rejpgrt The implementation of the JDE
system has affected the Company’s internal contreés financial reporting by, among other thingsproving user access security and
automating a number of accounting, back office, mmbrting processes and activities. Other thad e software package implementation,
there have been no changes in the Company’s ihteon#rols over financial reporting identified inrnection with this evaluation that
occurred during the period covered by this repod that have materially affected, or are reasonkitdyy to materially affect, the Company’s
internal controls over financial reporting.

We do not expect that our disclosure contaold internal controls will prevent all error antifeddud. A control system, no matter how well
conceived and operated, can provide only reasonable@bsolute, assurance that the objectiveseotdintrol 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 limitatrmhsde 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 alsaaisell in part upon certain assumptions about teéHiod of future events, and there can be
no assurance that any design will succeed in aicigets stated goals under all potential futureditions; over time, a control may become
inadequate because of changes in conditions atagese 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 cmedmay not be detected.
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PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

The Company, as manager of an affiliated yraitercised its option rights to purchase theqmiogcquisition, development and
construction loans made for the benefit of Nortlerf®h The Company subsequently issued a noticefatitieinder the acquisition and
development loan at maturity on September 30, 20@5eafter filed suit for collection of the loaamgainst one of the individual guarantors
under the loan on or about October 21, 2005. Thagamy, as manager of an affiliated entity, setfzeid a foreclosure sale on March 24,
2006 in which it was the high bidder. However, sfan of title to the property has been delayed penpidicial resolution of a suit filed on
March 24, 2006 by the ncoaffiliated 50% owner of North Shore. On June 3®M&Qahe Company, on its own behalf and on behadfiifates,
filed an additional lawsuit expanding the numbepafty defendants, demanding equitable relief amdahding $33,000 in damages. On
April 10, 2007, the parties executed a settlemgréement whereby a company associated with theaffdiated 50% owner of the North
Shore project purchased the Company’s rights taiN®hore for approximately $3.75 million to setileclaims against the Company and its
investors. All litigation has been dismissed witkjpdice.

On August 11, 2005, the Company was serveld avinotion to compel arbitration resulting fromadiegation of a loan brokerage fee
being owed for placement of a $147,000 project koauthe Eclipse at Potomac Yard project. The clairthe base amount of $2,000 plus
interest and costs is based on breach of contnaicéquitable remedies of unjust enrichment and tymameruit. The claims have been der
by the Company.

Other than the foregoing, we are not currestlgject to any material legal proceedings. Fronetio time, 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 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 esshigld reserves in connection with these legal pobogs.

ITEM 1A. RISK FACTORS

The Company previously disclosed risk factorder “ltem 1A. Risk Factors” in its Annual Report Form 10-K for the year ended
December 31, 2006. There have been no materiabesahese risk factors.

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

None.
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ITEM 6. EXHIBITS

Exhibit Number

Exhibit

3.1

3.2

10.1

10.2

10.3

31.1

31.2

32.1

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

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

Senior Note Purchase and Redemption Agreement batthe Registrant and Kodiak Warehouse JPM LLGdidtarch 15
2007

Indenture between the Registrant and Wells FargkBd.A., dated March 15, 20(
Notice of Default and Acceleration of Indebtedneksged May 3, 2007 from Burr and Forman LLP toRegistrant

Certification of Chairman and Chief Executive Offiqoursuant to Rule 13a-14(a) and Rule 18¢h), promulgated under t
Securities Exchange Act of 1934, as amer

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

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 200z
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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: May 10, 200 By: /s/ Christopher Clemen

Christopher Clement
Chairman and Chief Executive Officer

By: /s/ Bruce J. Labovit

Bruce J. Labovit:
Chief Financial Officel
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SENIOR NOTE PURCHASE AND REDEMPTION AGREEMENT

This SENIOR NOTE PURCHASE AND REDEMPTION AGREENT, dated as of March 15, 2007 (this “ Purchagee&ment), is
entered into by and among Comstock Homebuilding gaonies, Inc., a Delaware corporation (the “ Comgangnd Kodiak Warehouse JPM
LLC, a Delaware limited liability company, or itssignee (the “ Purchasir

WITNESSETH:

WHEREAS, pursuant to that certain Note Pureh®greement, dated as of May 4, 2006, the Compssued and sold to Kodiak
Warehouse LLC (the “ Initial Purchas@rThirty Million Dollars ($30,000,000) in aggregaprincipal amount of the Company’s junior
subordinated notes, bearing interest at a fixezelob0.72% per annum through the interest paymaiat ih June 2011 and thereafter at a
variable rate, reset quarterly, equal to LIBORda8ned in the Junior Subordinated Indenture, datedf May 4, 2006 (the_* Original
Indenture’) between the Company and Wells Fargo Bank, Ntie ( Original Trusteg)) plus 4.20% per annum (the “ Original Not®s

WHEREAS, the Initial Purchaser sold, transdrand assigned its rights, title and interestmihto the Original Notes to the Purchaser;

WHEREAS, the Purchaser and the Company despeovide for the redemption of the Original Notesl for the Compang’issuance ar
sale to the Purchaser of Thirty Million Dollars ($800,000) in aggregate principal amount of the f@my’s senior unsecured notes, bearing
interest at a fixed rate of 9.72% per annum thraibghinterest payment date in June 2011 and therestfa variable rate, reset quarterly,
equal to LIBOR (as defined in the Indenture (asndef below)) plus 4.20% per annum (the “ Seniordsby;

WHEREAS, the Company, as of the date of thicPase Agreement, is not insolvent, nor upon comsation of the transactions
contemplated hereby will it be rendered insolvant] the sum of the Company’s debts is less thamatle of all of the Company’s property
at a fair valuation;

WHEREAS, the sale of the Senior Notes to theeRaser constitutes an extension of new creditddCompany and is not a substitution
any existing obligation; and

WHEREAS, the Senior Notes will be issued partuo an Indenture, dated as of the Closing Diate“(Indentur€’), between the
Company and Wells Fargo Bank, N.A., as indenturstée (in such capacity, the “ Trustge

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. Definitions This Purchase Agreement, the Control Agreementi¢fined herein), the Indenture and the Senioedate collectively
referred to herein as the “ Operative Documeh#dl other capitalized terms used but not definedhis Purchase Agreement shall have the
respective meanings ascribed thereto in the Indentu




2. Redemption of the Original Notes amdcRase and Sale of the Senior Notes

(a) Notwithstanding any restrictions e tOriginal Indenture relating to the redemptionhaf Original Notes, the Company agrees to
redeem the Original Notes, and the Purchaser agvesept the redemption of the Original Notee (tiRedemptiori), on the Closing
Date (as defined below) at a redemption price etgu@hirty Million Six Hundred Seven Thousand Fidandred Dollars ($30,607,500)
(collectively the sum of (i) one hundred percerfi(@) of the principal amount thereof, and (ii)adtrued and unpaid interest including
Additional Interest (as defined in the Original émdure) thereon as of March 15, 2007 (the “ Redemrice”).

(b) On the Closing Date, the RedemptigoePwill become due and payable and any inteneshe Original Notes shall cease to
accrue on and after said date.

(c) The Company agrees to sell to thelFaser, and the Purchaser agrees to purchaseHeo@ompany, Thirty Million Dollars
($30,000,000) in aggregate principal amount ofSkaior Notes for an amount (the “ Purchase Pjiegual to Thirty Million Dollars
($30,000,000). The Purchaser shall be respongiblthé rating agency costs and expenses.

(d) Delivery or transfer of, and payméort the Original Notes and the Senior Notes shalmade at 10:00 A.M. Chicago time
(11:00 A.M. New York City time), on March 15, 20Q5uch date and time of delivery and payment forQhiginal Notes and the Senior
Notes being herein called the “ Closing DJteThe Original Notes shall be redeemed and dedig¢o the Company upon receipt by the
Purchaser of the Redemption Price by wire trarisfenmediately available funds on the Closing Data U.S. account designated by the
Purchaser at least two Business Days prior to thsii@ Date. The Senior Notes shall be transfearatidelivered to the Purchaser against
the payment of the Purchase Price to the Compaile g wire transfer in immediately available fursthe Closing Date to a U.S.
account designated in writing by the Company agtleso Business Days prior to the Closing Date.

(e) Delivery of the Senior Notes shallbade at such location, and in such hames and deatiams, as the Purchaser shall
designate at least two Business Days in advantieedtlosing Date and surrender of the Original Neteall occur at the same location.
The Company agrees to have the Senior Notes alafl@binspection and checking by the Purchas@&tiitago, Illinois, not later than 1:
P.M., Chicago time (2:00 P.M. New York City time)) the Business Day prior to the Closing Date. dlbsing for the purchase and sale
of the Senior Notes (the “ Closirigshall occur at the offices of Winston & StrawhR, 35 West Wacker Drive, Chicago, lllinois 60601,
or such other place as the parties hereto shakagr

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

(b) (i) Greenberg Traurig LLP, counsel ttee Company (the “ Company Coun¥glshall have delivered an opinion, dated the
Closing Date, addressed to the Purchaser, its ssmeand assigns and the Trustee, in substarthalfiprm set out in Exhibit Aereto an
(if) the Company shall have furnished to the Pusehahe opinion of the Company’s General Counsel agrtificate signed by the
Company'’s Chief Executive Officer, President ofExcutive Vice President and the Company’s Chie&hkcial Officer, Treasurer or
Assistant Treasurer, dated the Closing Date, adddeto the Purchaser, in substantially the fornosein Exhibit Bhereto. In rendering
their opinion, the Company Counsel may rely astdual matters upon certificates or other documiemisshed by officers and directors
of the Company and by government officials ( preddhowever, that copies of any such certificates or documargsdelivered to the
Purchaser) and by and upon such other documestschscounsel may, in their reasonable opinion, dagpnopriate as a basis for the
Company Counsel's opinion. The Company Counsel spagify the jurisdictions in which they are adndtte practice and that they are
not admitted to practice in any other jurisdictaomd are not experts in the law of any other jucisdin. Such Company Counsel opinions
shall not state that they are to be governed difgaehby, or that they are otherwise subject toy &reatise, written policy or other
document relating to legal opinions, including,heitit limitation, the Legal Opinion Accord of the ABSection of Business Law (1991).

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

(d) The Purchaser shall have receiveafhieion of Potter Anderson & Corroon LLP, specialunsel for the Trustee, dated the
Closing Date, addressed to the Purchaser anddtessors and assigns, in substantially the forrawgdh Exhibit Dhereto.

(e) The Company shall have furnishech&Rurchaser a certificate of the Company, sigiyetid Chief Executive Officer, President
or an Executive Vice President, and Chief Finan®ifficer or Treasurer of the Company, dated thesidig Date, as to clauses (i) and
(ii) below:

(i) the representations and warrantiethefCompany in this Purchase Agreement are trdearrect on and as of the Closing
Date with the same effect as if made on the CloBiatg, and the Company has complied with all theegents and satisfied all the
conditions on its part to be performed or satiséedr prior to the Closing Date; and

(i) except as set forth in the Compary@34 Act Reports (as defined below), since the dathe Financial Statements (as
defined in_Section 4 (1) there has been no occurrence that has had@assnably expected to result in a material adwehraage in or
effect on the condition (financial or otherwisedreings, business, liabilities
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or assets of the Company and its subsidiaries,heherr not arising from transactions occurringhia brdinary course of business (a “
Material Adverse Effect).

(f) Subsequent to the execution of thiscRase Agreement, with the exception of mattessloéed by the Company to Purchaser in
the Company’s 1934 Act Reports, there shall noeHaen any change in or affecting the conditiamaicial or otherwise), earnings,
business, liabilities or assets of the Companyimnslbsidiaries, whether or not occurring in thdirary course of business, the effect of
which is, in the Purchaser’s judgment, so matewnal adverse as to make it impractical or inadvesaiproceed with the purchase of the
Senior Notes.

(g) The redemption of the Original Nosesl the purchase of and payment for the SeniorsdNas@lescribed in this Purchase
Agreement shall (a) not be prohibited by any agptlie law or governmental regulation, (b) not subflee Purchaser to any penalty or, in
the reasonable judgment of the Purchaser, otheposeonditions under or pursuant to any applickeor governmental regulation and
(c) be permitted by the laws and regulations ofjthisdictions to which the Purchaser is subject.

(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 famy person or entity pursuant to any law, stanetgylation or rule (federal, state, local
and foreign), or pursuant to any agreement, orddeoree to which the Company is a party or to tiitics subject, in connection with the
transactions contemplated by this Purchase Agreemen

(i) The Purchaser and the Trustee staléheceived a fully executed copy of a Controleggmnent in the form of Exhibit kereto.

()) The Purchaser and the Original Trastkall have received (i) a copy of the resolutibthe board of directors of the Company
authorizing the transactions contemplated by thisfase Agreement, including the redemption ofQhiginal Notes, and (ii) an officers’
certificate and opinion of counsel, in each casacicordance with the terms Section 11.3 of thei@algndenture.

(k) Prior to the Closing Date, the Comypahall have furnished to the Purchaser and iteselsuch further information, certificates
and documents as the Purchaser or its counseleaapmably request.

If any of the conditions specified ingt8ection Zhall not have been fulfilled when and as requingthis Purchase Agreement, or if
any of the opinions, certificates and documentstioeed above or elsewhere in this Purchase Agreestat not be reasonably satisfactory
in form and substance to the Purchaser or its @yutigs Purchase Agreement and all the Purchasbligations 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 officetittd Company and delivered to the Purchaser opiissel in connection with the Operative
Documents and the transactions




contemplated hereby and thereby shall be deemieel sorepresentation and warranty of the Companyahty such officer in any individu
capacity.

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

(a) Neither the Company nor any of itdfilfates” (as defined in Rule 501(b) of Regulatibn(* Regulation D’) under the Securitie
Act (as defined below)), nor any person actingtsroi their behalf, has, directly or indirectly, desoffers or sales of any security, or
solicited offers to buy any security, under circtemses that would require the registration of aihe Senior Notes under the Securities
Act of 1933, as amended (the “ Securities ‘Act

b) Neither the Company nor any of its Affiliate®rmny person acting on its or their behalf, hasffered for sale or solicited offe
to purchase the Senior Notes or (ii) engaged infamy of “general solicitation” or “general advesitig” (within the meaning of Regulatic
D) in connection with any offer or sale of any bé&tSenior Notes.

(c) The Senior Notes (i) are not and haoEbeen listed on a national securities exchaegistered under Section 6 of the Securities
Exchange Act of 1934, as amended (the “ Exchandgé&)Acor quoted on a U.S. automated inter-dealer afimt system and (ii) are not of
an open-end investment company, unit investmeast tuface-amount certificate company that issaeguired to be, registered under
Section 8 of the Investment Company Act of 194Garasnded (the “ Investment Company Ac¢tand the Senior Notes otherwise satisfy
the eligibility requirements of Rule 144A(d)(3) pnalgated pursuant to the Securities Act (* Rule A@A(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 fRdation S under the Securities Act with respechtoSenior Notes.

(e) The Company is not, and, immediatelipwing consummation of the transactions conteatgd hereby and the other Operative
Documents and the application of the net proceems the purchase and sale of the Senior Notesnwilbe, an “investment company” or
an entity “controlled” by an “investment companin’each case within the meaning of Section 3(ahefinvestment Company Act.

(f) The Company has not paid or agreeubipto any person or entity, directly or indirgctiny fees or other compensation for
soliciting another to purchase any of the Seniotello

(g) The Indenture has been duly authdrlzethe Company and, on the Closing Date, willdhbgen duly executed and delivered by
the Company and, assuming due authorization, execand delivery thereof by the Trustee, will blegal, valid and binding obligation
the Company, enforceable against the Company iordance with its terms, subject to applicable baptay, insolvency and similar laws
affecting creditors’ rights generally and to geh@rinciples of equity (the “ Enforceability Excémhs”).
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(h) The Senior Notes have been duly aizbd by the Company and, on the Closing Date, hdilte been duly executed and
delivered to the Trustee for authentication in adaace with the Indenture and, when authenticatebde manner provided for in the
Indenture and delivered to the Purchaser agaiysheat therefor in accordance with this Purchasee@grent, will constitute legal, valid
and binding obligations of the Company entitledh® benefits of the Indenture, enforceable agaiessCompany in accordance with their
terms, subject to the Enforceability Exceptions.

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

(j) The Control Agreement has been duitharized, executed and delivered by the Compandyisaa 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 #rdorcement of the indemnification provisions o thontrol Agreement.

(k) Neither the redemption of the OridiNmtes, nor the issuance and sale of the Senited\Noor the execution and delivery of and
compliance with the Operative Documents by the Caamgpnor the consummation of the transactions coplgted hereby or thereby, or
the use of the proceeds therefrom, (i) will contfligth or constitute a violation or breach of thecer or bylaws or similar organizational
documents of the Company or any subsidiary of the@any or any applicable law, statute, rule, retipda judgment, order, writ or decr
of any government, governmental authority, agendpstrumentality or court, domestic or foreignI{ectively, the “* Governmental
Entities”), or of any arbitrator, in each case having jdic§ion over the Company or any of its subsidiadesheir respective properties or
assets, (ii) will conflict with or constitute a Vaédion or breach of, or a default or Repayment Eyas defined below) under, or result in the
creation or imposition of any pledge, security iagt, claim, lien or other encumbrance of any Kemth, a “ Lierf) upon any property or
assets of the Company or any of its subsidiarigee(dhan to the extent of the amounts subjedie¢d_ten of the Control Agreement)
pursuant to, any contract, indenture, mortgagey &mgeement, note, lease or other agreement oainsht to which (A) the Company or
any of its subsidiaries is a party or by whichriboy of them may be bound, or (B) any of the priyper assets of the Company or any of
its subsidiaries is subject, except, in the caghisfclause (i), for such conflicts, violationseaches, defaults, Repayment Events or Liens
which (X) would not, singly or in the aggregateyasely affect the consummation of the transactocmmtemplated by the Operative
Documents and (Y) would not, singly or in the aggtte, have a Material Adverse Effect or (iii) reguhe consent, approval, authoriza
or order of any court or Governmental Entity. Aedifierein, a “ Repayment Evénneans any event or condition which gives the &old
of any note, debenture or other evidence of inabtzss (or any person acting on such holder’s betafright to require the repurchase,
redemption or repayment of all or a portion of sirtebtedness by the Company or any of its subrgdiarior to its scheduled maturity.
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() The Company has been duly incorpatated is validly existing as a corporation in getahding under the laws Delaware, with
all requisite corporate power and authority to olease and operate its properties and conductusiadss it transacts and proposes to
transact, and is duly qualified to transact busireesl is in good standing as a foreign corporatiaach jurisdiction where the nature of
activities requires such qualification, except venhtre failure of the Company to be so qualified ldmot, singly or in the aggregate, have
a Material Adverse Effect.

(m) The Company has no subsidiariesdhaimaterial to its business, financial conditiorarnings other than those subsidiaries
listed in_Schedule 4(ereto (collectively, the “ Significant Subsidiai®. Each Significant Subsidiary has been duly oiged and is
validly existing as a corporation, limited liabjlitcompany, limited partnership or statutory trusgood standing under the laws of the
jurisdiction in which it is chartered, organizedformed, with all requisite power and authorityolen, lease and operate its properties and
conduct the business it transacts and proposeartsdact. Each Significant Subsidiary is duly quedifto transact business and is in good
standing as a foreign corporation, limited lialyiltompany, limited partnership or statutory truséach jurisdiction where the nature of its
activities requires such qualification, except vehttre failure to be so qualified would not, singtyin the aggregate, have a Material
Adverse Effect. Except as set forth on Schedulg Héteto, no subsidiary of the Company is currentbhibited, directly or indirectly,
under any agreement or other instrument to whighatparty or is subject, from paying any dividenal the Company, from making any
other distribution on such subsidiary’s capitakcktor other Equity Interests, from repaying to @@mpany any loans or advances to such
subsidiary from the Company or from transferring ahsuch subsidiary’s properties or assets tdbmpany or any other subsidiary of
the Company.

(n) The Company and each of the Compasytsidiaries hold all necessary approvals, authtioins, orders, licenses, consents,
registrations, qualifications, certificates andrpigs (collectively, the “ Governmental Licensg®f and from Governmental Entities
necessary to conduct their respective businessesvabeing conducted, and neither the Company mpio&the Company’s subsidiaries
has received any notice of proceedings relatirtgeaevocation or modification of any such Governtrgcense, except where the failure
to be so licensed or approved or the receipt afrdavorable decision, ruling or finding, would nsingly or in the aggregate, have a
Material Adverse Effect; all of the Governmentatémses are valid and in full force and effect, pkeéhere the invalidity or the failure of
such Governmental Licenses to be in full force effielct, would not, singly or in the aggregate, hawdaterial Adverse Effect; and the
Company and its subsidiaries are in compliance alltapplicable laws, rules, regulations, judgmeatders, decrees and consents, except
where the failure to be in compliance would natgst or in the aggregate, have a Material Adver§edE

(o) All of the issued and outstanding Bginterests of the Company and each of its suases 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 Li¢aintor equitable right; and none of the issued amdtanding Equity Interests of the
Company or any subsidiary of the




Company was issued in violation of any preemptivsimilar rights arising by operation of law, undlee charter, by-laws, certificate of
formation, limited liability company agreement, tificate of limited partnership, agreement of liedtpartnership or similar organizational
document of such entity or under any agreementiiclwthe Company or any of its subsidiaries is /ypa

(p) Except as otherwise disclosed toRhechaser in writing, neither the Company nor afnyscsubsidiaries is (i) in violation of its
respective charter, by-laws, certificate of forraatilimited liability company agreement, certifieadf limited partnership, agreement of
limited partnership or similar organizational doamt) (ii) in default in the performance or obsem@of any obligation, agreement,
covenant or condition contained in any contraateimture, mortgage, loan agreement, note, leasther agreement or instrument relating
to Debt or (iii) in default in the performance dyservance of any obligation, agreement, covenactodition contained in any contract,
indenture, mortgage, loan agreement, note, leasther agreement or instrument to which the Compmargny such subsidiary is a party
by which it or any of them may be bound or to whéety of the property or assets of any of them gesu,, except, in the case of clause
(i), where such violation or default would notngly or in the aggregate, have a Material Adver§edE No default by the Company has
occurred and is continuing in the payment of angqgypal of or premium or interest on any Senior D@s such term is defined in the
Original Indenture).

(q) Except as set forth on Schedule Arto, there is no action, suit or proceeding ieew by any Governmental Entity or
arbitrator, now pending or, to the knowledge of @mmpany, threatened against or affecting the Compaany of the Company’s
subsidiaries, except for such actions, suits ocqedings that, if adversely determined, would sioigly or in the aggregate, adversely
affect the consummation of the transactions contateg by the Operative Documents or have a Maté@dakrse Effect; and the aggreg
of all pending legal or governmental proceedinga/iich the Company or any of its subsidiaries ey or of which any of their
respective properties or assets is subject, inotudirdinary routine litigation incidental to the @pany’s and its subsidiaries’ business, are
not expected to result in a Material Adverse Effect

(r) The accountants of the Company whtife the Financial Statements are independehtipaccountants of the Company and
its subsidiaries within the meaning of the Secesithct, and the rules and regulations of the Seesiand Exchange Commission (the “
Commissior’) thereunder.

(s) The audited consolidated financiatesnents (including the notes thereto) and schediilthe Company and its consolidated
subsidiaries for the three (3) fiscal years endeddinber 31, 2005 (the “ Financial Statemé&n#nd the interim unaudited consolidated
financial statements of the Company and its codatéid subsidiaries for the three and nine monthiegeeended September 30, 2006 (the
Interim Financial Statementyprovided to the Purchaser are the most receaitahle audited and unaudited consolidated findncia
statements of the Company and its consolidateddialiss, respectively, and fairly present in aliterial respects, in accordance with U
generally accepted accounting principles (* GAAPhe financial position of the Company and its cdidsted subsidiaries, and the res
of operations and changes in financial conditionfafie dates and for the periods
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therein specified subject, in the case of the imdfinancial Statements, to year-end adjustmeniécfware expected to consist solely of
recurring adjustments in the normal course of lessh Such consolidated financial statements dmetistes have been prepared in
accordance with GAAP consistently applied throughba periods involved (except as otherwise ndiedein).

(t) Neither the Company nor any of itbsidiaries 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 (dahdre is no past or present fact, situation, cirstamce, condition or other basis for any
present or future action, suit, proceeding, hearchgrge, complaint, claim or demand against the@amy or its subsidiaries that could
give rise to any such liability), except for (iahiilities set forth in the Financial Statements @nadormal fluctuations in the amount of the
liabilities referred to in clause (i) above occugriin the ordinary course of business of the Compem its subsidiaries since the date o
most recent balance sheet included in such Fine8tatements.

(u) Except as set forth in the Compari@84 Act Reports, since the respective dates ofit@ncial Statements and the Interim
Financial Statements, there has been (A) no oacucerthat is reasonably expected to result in a Nédtddverse Effect and (B) no
dividend or distribution of any kind declared, pardmade by the Company on any class of its cagitek.

(v) The documents of the Company filethwhe Commission in accordance with the Exchangte ffom and including the
commencement of the fiscal year covered by the Gmyip most recent Annual Report on Form 10-K, atttime they were or hereafter
are filed by the Company with the Commission (alieely, the “ 1934 Act Reporty, complied and will comply in all material resgiec
with the requirements of the Exchange Act and tihesrand regulations of the Commission thereurttier(1934 Act Regulationy, and,
at the date of this Purchase Agreement and on ldern@ Date, do not and will not include an untstitement of a material fact or omit to
state a material fact required to be stated theneirecessary to make the statements thereineihgiit of the circumstances under which
they were made, not misleading; and other than swsttuments, agreements, contracts and other dermisnas are filed as exhibits to the
Company’s Annual Report on Form 10-K, Quarterly &&pon Form 10-Q or Current Reports on Form 8hi€ré are no instruments,
agreements, contracts or other documents of adeamdescribed in Item 601 of Regulation S-K progratéd by the Commission to which
the Company or any of its subsidiaries is a panty which the Company is required to file, othentsuch as are permitted to be filed v
the Company’s next periodic report under the 198#Regulations, and set forth on Schedule 4ftgched hereto. The Company is in
compliance with all currently applicable requirenseof the Exchange Act and the currently applicables and regulations promulgated
thereunder that were added by or resulted fronstirbanes-Oxley Act of 2002.

(w) No labor dispute with the employeéshe Company or any of its subsidiaries existdmthe knowledge of the executive
officers of the Company, is imminent, except thakéch would not, singly or in the aggregate, hawaderial Adverse Effect.

9




(x) No filing with, or authorization, apgval, consent, license, order, registration, digaliion or decree of, any Governmental En
other than those that have been made or obtaimeeécessary or required for the performance b tmapany of its obligations under the
Operative Documents or the consummation by the @Gompf the transactions contemplated by the Oper&bcuments.

(y) Except as set forth on Schedule 4tk Company and each Significant Subsidiary lfaygood and marketable title in fee
simple to all real property owned by them, (b) gaod marketable title to all real property-relairerests owned by them and (c) good
and marketable title to all personal property owhgdhem, in each case free and clear of all Landefects, except such as do not
materially affect the value of such property anchdbinterfere with the use made and proposed todde by the Company and the
Significant Subsidiaries; and all of the leases sutdleases under which the Company or any subgidfahe Company holds properties
are in full force and effect, except where theufi@lof such leases and subleases to be in fukk fand effect would not, singly or in the
aggregate, have a Material Adverse Effect, and wédtlee Company or any subsidiary of the Comparsydrey notice of any claim of any
sort that has been asserted by anyone adverse tigkitis of the Company or any subsidiary of thenPany under any such leases or
subleases, or affecting or questioning the righsioh entity to the continued possession of thedd or subleased premises under any
such lease or sublease, except for such claimsviiidt! not, singly or in the aggregate, have a Maltédverse Effect.

(z) The Company and each of the SignificGGubsidiaries have timely and duly filed all TReturns (as defined below) required tc
filed by them, and all such Tax Returns are trogrext 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 due
on any Tax Return). To the knowledge of the Comp#mre are no federal, state or other Tax auditkeficiency assessments propose
pending with respect to the Company or any of figaiicant Subsidiaries. As used herein, the tetax ” or “* Taxes” mean (i) all
federal, state, local and foreign taxes, and aiseessments of a similar nature (whether imposedtlyi or through withholding),
including any interest, additions to tax or peraltapplicable thereto imposed by any Governmemitty-and (ii) all liabilities in respect
of such amounts arising as a result of being a neembany affiliated, consolidated, combined, unyitar similar group, as a successor to
another person or by contract. As used hereintettme “ Tax Return$ means all federal, state, local and foreign Tetams, declarations,
statements, reports, schedules, forms and infoomagturns and any amendments thereto filed orimedjto be filed with any
Governmental Entity.

(aa) Interest payable by the CompanyherSenior Notes is deductible by the Company fdtddrStates federal income tax
purposes. There are no rulemaking or similar prdicggs before the United States Internal Revenuei@eor comparable federal, state,
local or foreign government bodies which involveaffiect the Company or any of its subsidiaries,althif the subject of an action
unfavorable to the Company or any such subsid@myld result in a Material Adverse Effect.
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(bb) The books, records and accounte®flompany and its subsidiaries accurately anty faflect, in reasonable detail, the
transactions in, and dispositions of, the assetaraf the results of operations of, the Companyitarglibsidiaries. The Company and each
of its subsidiaries maintains a system of inteatlounting controls sufficient to provide reasoraidsurances that (i) transactions are
executed in accordance with management’s genesgawific authorizations, (ii) transactions areoréed as necessary to permit
preparation of financial statements in accordanitle @AAP and to maintain asset accountability) @iccess to assets is permitted only in
accordance with managemengeneral or specific authorization and (iv) theorded accountability for assets is compared wighexisting
assets at reasonable intervals and appropriatanasttaken with respect to any differences.

(cc) The Company and the Significant $libses are insured by insurers of recognizedrfaia responsibility against such losses
and risks and in such amounts in all material retspas are customary in the businesses in whighatreeengaged. All policies of insurar
and fidelity or surety bonds insuring the Companymy of the Significant Subsidiaries or the Compswor Significant Subsidiaries’
respective businesses, assets, employees, offindrdirectors are in full force and effect. The @amy and each of the subsidiaries are in
compliance with the terms of such policies andrimaents in all material respects. Neither the Camgpeor any Significant Subsidiary has
reason to believe that it will not be able to rersaexisting insurance coverage in all materiapeets as and when such coverage expires
or to obtain similar coverage from similar insurassmay be necessary to continue its businessagtahat would not have a Material
Adverse Effect. Within the past twelve months, meitthe Company nor any Significant Subsidiarytheen denied any insurance covel
which it has sought or for which it has applied.

(dd) The Company and its subsidiariearor person acting on behalf of the Company anslibsidiaries including, without
limitation, any director, officer, agent or empleyef the Company or its subsidiaries has not, tirec indirectly, while acting on behalf
of the Company and its subsidiaries (i) used amparate funds for unlawful contributions, gifts terainment or other unlawful expenses
relating to political activity, (i) made any unléu payment to foreign or domestic government aéfic or employees or to foreign or
domestic political parties or campaigns from cogperfunds, (iii) violated any provision of the Figme Corrupt Practices Act of 1977, as
amended, or (iv) made any other unlawful payment.

(ee) The information provided by the Camp pursuant to this Purchase Agreement, the @perative Documents and the
transactions contemplated hereby and thereby duteasof the date hereof, and will not as of thesidg Date, contain any untrue
statement of a material fact or omit to state amayemal fact necessary to make the statementsithénehe light of the circumstances
under which they were made, not misleading.

(ff) Except as set forth on Schedule Alezeto, (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 subsidiariestoeithe best of the Company’s
knowledge, any other owners of any of the real erisps currently or previously owned, leased orafesl by the Company or any of its
subsidiaries (collectively, the

11




“ Properties’) at any time or any other party, has at any tineéeased” (as such term is defined in CERCLA (efretd below)) or
otherwise disposed of a material quantity of HaaasdMaterials (as defined below) on, to, in, unmeirom the Properties, (iii) neither the
Company nor any of its subsidiaries has used endt to use the Properties or any subsequentlyradquoperties, other than in material
compliance with applicable Environmental Laws, figither the Company nor any of its subsidiariesreaeived any notice of, or has any
knowledge of any occurrence or circumstance whigth notice or passage of time or both, would gige to a material claim under or
pursuant to any Environmental Law with respech®Rroperties or their respective assets or ar@mim@f the conduct of the Company or
its subsidiaries, (v) none of the Properties actuted or, to the best of the Company’s knowleggeposed for inclusion on the National
Priorities List issued pursuant to CERCLA by thatdd States Environmental Protection Agency othtobest of the Company’s
knowledge, proposed for inclusion on any similat ér 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@empany’s knowledge, any other
person or entity for whose conduct any of thenrisay be held responsible, has generated, manvéactefined, transported, treated,
stored, handled, disposed, transferred, producedocessed any Hazardous Material at any of thpdPties, except in material complial
with all applicable Environmental Laws, and hastnansported or arranged for the transport of aagafdous Material from the Propert
to another property, except in material compliawité all applicable Environmental Laws, (vii) n@ti has been imposed on the Properties
by any Governmental Entity in connection with tliegence on or off such Property of any Hazardousiéé or with respect to an
Environmental Law, and (viii) none of the Compaagy of its subsidiaries or, to the best of the Canys knowledge, any other person
entity for whose conduct any of them is or may bkllmesponsible, has entered into or been sulgearty consent decree, compliance
order, or administrative order with respect to matdiabilities or violations at the Propertiesamy facilities or improvements or any
operations or activities thereon.

As used herein, " Hazardous Matetisthall include, without limitation, any flammabfeaterials, explosives, radioactive materials,

hazardous materials, hazardous substances, hagaxdstes, toxic substances or related materidiestss, petroleum, petroleum products
and any hazardous material as defined by any fedstate or local environmental law, statute, vadice, rule or regulation, including,
without limitation, the Comprehensive EnvironmerRalsponse, Compensation, and Liability Act of 1380amended, 42 U.S.C. 88§ 9601-
9675 (“ CERCLA"), the Hazardous Materials Transportation Actaasended, 49 U.S.C. 88 5101-5127, the Resource Gatism and
Recovery Act, as amended, 42 U.S.C. 88 6901-6282k-mergency Planning and Community Right -to-Krfast of 1986, as amended, 42
U.S. C. 88 11001-11050 , the Toxic Substances @GbAtt, as amended, 15 U.S.C. §8 2601-2692, thefe¢thsecticide, Fungicide and
Rodenticide Act, as amended, 7 U.S.C. 88 136-1B@&yClean Air Act, as amended, 42 U.S.C. 88 7404278e Clean Water Act, as
amended (Federal Water Pollution Control Act), 33.G. §§ 1251-1387 , the Safe Drinking Water Astamended , 42 U.S.C. §§ 300f-300j-
26, and the Occupational Safety and Health Acanasnded, 29 U.S.C. 88 651-678, and any analogateslatvs, as any of the above may be
amended from time to time and in the regulatiomsmurigated pursuant to each of the foregoing (inoly@nvironmental statutes and laws
specifically defined herein)
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(individually, an “ Environmental Lawand collectively, the “ Environmental Lawsor by any Governmental Entity.

(gg) In the ordinary course of its buskiehe 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 opging expenditures required for clean-up, closingroperties 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 atflts established reserves, the Company ha®nedly concluded that such
associated costs and liabilities would not, indingllly or in the aggregate, result in a Material Ache Effect.

(hh) The Company has not filed any vaumptpetition in bankruptcy or been adjudicated akipapt or insolvent, or filed any petition
or answer seeking any reorganization, liquidatebssolution or similar relief under any federal karptcy or insolvency laws, or other
relief for debtors, or sought or consented to gqu#esced in the appointment of any trustee, recedamservator or liquidator of all or any
substantial part of its respective properties. NacPeding (as such term is defined in the Origindénture) has occurred and is continu
The Company is solvent and, upon consummationefrdmsactions contemplated hereby, will be solvEm¢ Company is not engaged in,
or about to engage in, a business or a transaiiomhich the remaining assets of the Company areasonably small in relation to the
business or transaction, and the Company doestestd to incur, nor believes that it will incur de beyond its ability to pay such debt
they become due. The Company has negotiated in fgitbhdand has entered into the transactions cquiteed by this Purchase Agreem
in good faith.

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

(a) The Purchaser is aware that the $&ites have not been and will not be registeretbuthe Securities Act and may not be
offered or sold within the United States or to “UpBrsons” (as defined in Regulation S under treuffigies Act) except in accordance with
Rule 903 of Regulation S under the Securities Aguwsuant to an exemption from the registratiaruieements of the 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 actingtomPurchaser’s or the Purchaser’s Affiliate’s
behalf has engaged, or will engage, in any foritgefieral solicitation” or “general advertising” (vin the meaning of Regulation D
promulgated under the Securities Act) in connectiith any offer or sale of the Senior Notes.

(d) The Purchaser understands and ackagek that (i) no public market exists for anyhef Senior Notes and that it is unlikely t
a public market will ever exist for
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the Senior Notes, (ii) the Purchaser is purchafiegSenior Notes for its own account, for investtreard not with a view to, or for offer or
sale in connection with, any distribution thereo¥iolation of the Securities Act or other applilmbecurities laws, subject to any
requirement of law that the disposition of its pedy be at all times within its control and subjerits ability to resell such Senior Notes
pursuant to an effective registration statementeutite Securities Act or pursuant to an exempti@nefrom or in a transaction not subject
thereto, and the Purchaser agrees to the legeddsaasfer restrictions applicable to the Seniotdd@ontained in the Indenture, and

(iii) the Purchaser has had the opportunity toggstions of, and receive answers and requesi@uaiinformation from, the Company
and is aware that it may be required to bear tba@uic risk of an investment in the Senior 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 compw power and authority to execute, deliver andgrenfthe Operative Documents to wt
it is a party, to make the representations andaméies specified herein and therein and to consumtha transactions contemplated
herein.

(f) This Purchase Agreement has been aulljorized , executed and delivered by the Puectaasd no filing with , or authorization,
approval, consent, license, order, registratiomjifjcation or decree of, any governmental bodyeraxy or court having jurisdiction over
the Purchaser, other than those that have been onad¢ained, is necessary or required for thegoeréince by the Purchaser of its
obligations under this Purchase Agreement or tewammate the transactions contemplated herein.

(g) The execution and delivery of thig¢hase Agreement by the Purchaser does not, armbiiseimmation by the Purchaser of the
transactions contemplated hereby (including theeRgation) will not: (i) violate or conflict with otonstitute a breach or default (or an
event that with notice or lapse of time, or botlowvd become a breach or default) under or will tdsuthe termination of, or accelerate
performance required under any contract or agreetoaenhich the Purchaser is a party or by whids llound, or result in the creation of
any Lien on the Original Notes; or (ii) violate alayv applicable to the Purchaser.

(h) The Purchaser is the record and heinebwner of all of the Original Notes as settfoin the Recitals hereto and is conveying
and transferring to the Company all of its legal &eneficial ownership in the Original Notes, fee®l clear of any Liens.

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

(a) During the period from the date a§ thurchase Agreement to the Closing Date, the @omphall use its best efforts and take
action necessary or appropriate to cause its reptasons and warranties contained in Sectitmie true as of the Closing Date, after
giving effect to the transactions contemplatedtiy Purchase Agreement, as if made on and as @ltdsing Date.
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(b) The Company will arrange for the dfizdtion of the Senior Notes for sale under the@daf such jurisdictions as the Purchaser
may designate and will maintain such qualificationsffect so long as required for the sale of$le@ior Notes. The Company will
promptly advise the Purchaser of the receipt byGbmpany of any notification with respect to themension of the qualification of the
Senior Notes for sale in any jurisdiction or thiti@ion or threatening of any proceeding for spcinpose.

(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) fgatly or indirectly, resell any Senior Notes thalve been acquired 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 sellingats” within the meaning of Regulation S under Sszurities Act with respect to the Senior
Notes.

(e) The Company will not, nor will it peit any of its Affiliates or any person acting as behalf to, directly or indirectly, (i) sell,
offer for sale or solicit offers to buy or othereisegotiate in respect of any security (as defingde Securities Act) that would or could
integrated with the sale of the Senior Notes in @ayner that would require the registration of Slemior Notes under the Securities Act or
(i) make offers or sales of any security, or Solidfers to buy any security, under circumstantted would require the registration of any
of the Senior Notes under the Securities Act.

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

(g) So long as any of the Senior Notesacatstanding, (i) the Senior Notes shall not siedl on a national securities exchange
registered under Section 6 of the Exchange Acuotef in a U.S. automated in@ealer quotation system, (ii) the Company shallb@oéi
open-end investment company, unit investment ttuice-amount certificate company that is, oeguired to be, registered under
Section 8 of the Investment Company Act, and, @@ Notes shall otherwise satisfy the eligibiligquirements of Rule 144A(d)(3) and
(iii) the Company shall not engage, nor permit ahits subsidiaries to engage, in any activity tlatild cause it or any such subsidiary to
be an “investment company” under the provisiongheflnvestment Company Act.

(h) The Company shall furnish to (i) th@der, and subsequent holders, of the Senior N¢ieKodiak Capital Management
Company LLC, 2107 Wilson Boulevard, Suite 450, Aglion, Virginia 22201, Attention: Robert M. Hurley, such other address as
designated by Kodiak Capital Management Company)Lar@ (iii) any beneficial owner of the Senior Noteasonably identified to the
Company (which identification may be made by eithigeh beneficial owner or by Kodiak Capital ManagatrCompany LLC), a duly
completed and executed officer’s financial ceréfein the form attached hereto as Exhibjt E
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including the financial statements referenced whgtxhibit, which certificate and financial statarteeshall be so furnished by the
Company not later than forty-five (45) days aftex end of each of the first three fiscal quartémsagh fiscal year of the Company and not
later than ninety (90) days after the end of eé&daf year of the Company, or, if applicable, sabbrter respective periods as may then be
required by the Commission for the filing by thengimany of Quarterly Reports on Form 10-Q and AnfReports 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 12d3-2fder the Exchange Act, the
Company shall provide to each holder of the SeNmtes and to each prospective purchaser (as désijhg such holder) of the Senior
Notes, upon the request of such holder or prosgeptirchaser, any information required to be predidy Rule 144A(d)(4) under the
Securities Act, if applicable. Any information pided by the Company pursuant to this Sectionwgifl)not, at the date thereof, contain
any untrue statement of a material fact or omfitiade any material fact necessary to make thensgaits therein, in light of the
circumstances under which they were made, not edstg. If the Company is required to register uritlerExchange Act, such reports
filed in compliance with Rule 12g3-2(b) shall bdfmient information as required above. This couwania intended to be for the benefit of
the Purchaser, the holders of the Senior Notesthengrospective purchasers designated by the 8secland such holders, from time to
time, of the Senior Notes.

(i) The Company covenants and agrees Ruittthaser that the Company will not, without themwritten consent of Purchaser,
offer, sell, contract to sell, grant any optiorptachase or otherwise dispose of, directly or ixctiy, any Debt (as such term is defined in
the Indenture) unless (i) the Company shall beommiance with each of the covenants containedihiamd in the Indenture immediately
after the closing of any transaction relating totsaffer, sale, contract to sell, grant, purchasetleer dispositions, (ii) such Debt is
Permitted Debt (as such term is defined in theihge) or (iii) such Debt (x) shall be expresslpardinate by its terms to the Senior N«
and (y) shall not contain any covenants of the Camypwhich are more restrictive than the financ@lenants contained in the Indenture.

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

() The Purchaser shall have the righdarthis Purchase Agreement and the Indenturegteest the substitution of new Senior Nc
for all or a portion of the Senior Notes held bg turchaser (the * Replacement Senior NteBhe Replacement Senior Notes shall bear
terms identical to the Senior Notes with the salgeption of interest payment dates (and corresponaidemption date and maturity date),
which will be specified by the Purchaser. In noraugill the interest payment dates (and correspapdédemption date and maturity date)
on the Replacement Senior Notes vary by more tixéy (60) calendar days from the original interpayment dates (and corresponding
redemption date and maturity date) under the Sé\fbes. The Company agrees to cooperate with adlamable requests of the Purchaser
in connection with any of the foregoing; providettiat no
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action requested of the Company in connection suith cooperation shall materially increase thegalitbns or materially 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 datedfeand (ii) the occurrence of a Change-of-Con(asldefined in the Indenture), the
Company shall not offer to issue any other unsetDebt (as such term is defined in the Indentutgigkvrankspari passuwith the Senior
Notes (including the Senior Notes or securitiesvestible into, or exercisable or exchangeable liergame) to any other Person, unless the
Company shall first offer to Purchaser the oppatyuto purchase such unsecured Debt, and shdlldicide to Purchaser a written notice
thereof stating the proposed terms and conditithves“(Offered Terms). The Purchaser shall have the right to accept tier€f Terms b
written notice to the Company given within ten (tidys after the Purchasgreceipt of the Offered Terms. If the Purchas@&sdmwt accej
the Offered Terms within such period, the Purchakatl be deemed to have rejected the Offered Tamdghe Company may
consummate such issuance of unsecured Debt dinéngjty (60) month period beginning on the datthefexpiration of the applicable
period; provided that such issuance of unsecured Debt shall beucomated on substantially the same terms as tle€dfffTerms and
shall otherwise be in accordance with the termedfeincluding Section 6(j)If such issuance of unsecured Debt is not consateun
within such sixty (60) month period, the provisimfghis Section 6(m3hall again apply in respect of any issuance oécuned Debt
which rankspari passuwith the Senior Notes whether made during sucly $6®) month period or thereafter.

(n) On each of March 30, 2007, June 80,/2and either, at the Company’s option, SepterBde2007 or December 30, 2007, the
Company shall deposit into the Interest ReserveoArtan amount equal to the amount of interest ywéld respect to the Senior Notes on
such Interest Payment Date pursuant to Sectioa)30f ¢he Indenture. The amounts on deposit inrterest Reserve Account shall not be
released to the Company until such time as the @oamphall (i) have maintained a Fixed Charge CaeRatio (as defined in the
Indenture) of not less than 2.0 to 1.0 as of the {d) immediately preceding fiscal quarters inteease for, collectively, such quarter
together with the preceding three (3) quarters(@nde in compliance with all other covenants @néd herein and in the Indenture.

7._Payment of ExpenseBhe Company agrees to pay all costs and expémsdent to the performance of the obligationshaef t

Company under this Purchase Agreement, whethestdhe transactions contemplated herein are consuethor this Purchase Agreemer
terminated, including all costs and expenses imtitie (i) the fees and expenses of qualifying teei& Notes under the securities laws of the
several jurisdictions as provided in Section 6(ii),the fees and expenses of the counsel, thewatants and any other experts or advisors
retained by the Company, (iv) the fees and allorable expenses of the Trustee and any other ¢rostgaying agent appointed under the
Operative Documents, including the fees and digmesnts of counsel for such trustees or paying agémth fees shall not exceed a $2,000
acceptance fee, $4,000 in administrative fees dlyrauad the fees and expenses of Potter Anders@ogoon LLP, (v) the reasonable fees
and expenses of Winston & Strawn LLP, special ceuretained by the Purchaser and (vi) the reaserfabk and expenses of the
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Original Trustee, including the reasonable feesdisbursements of counsel for the Original Truspeeyided, that with respect to (v) and
(vi) above, such fees and expenses shall be paideo@losing Date.

If the sale of the Senior Notes provifiedin this Purchase Agreement is not consummagedise any condition set forth in Section 3
to be satisfied by the Company is not satisfiedabee this Purchase Agreement is terminated pursu&ection 9r because of any failure,
refusal or inability on the part of the Companyp&form all obligations and satisfy all conditiams its 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 expengég ¢furchaser’s counsel specified in clause (@immediately preceding paragraph)
that shall have been incurred by the Purchasesrinection with the Redemption and the proposedhase and sale of the Senior Notes.

8._Indemnification(a) The Company agrees to indemnify and hold kessthe 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 severalwtioich the Indemnified Parties or any of
them may become subject under the Securities AetEkchange Act or other federal or state statuawyor 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 statémiea material fact contained in any informatiardocuments furnished or made availab
the Purchaser by or on behalf of the Companyth@&)omission or alleged omission to state theramaterial fact required to be stated therein
or necessary to make the statements therein ntgadiag, (iii) the breach or alleged breach of eepyresentation, warranty or agreement of
the Company contained herein or (iv) the execugiot delivery by the Company of this Purchase Agexdrar any of the other Operative
Documents and/or the consummation of the transationtemplated hereby and thereby, and agreeftburse each such Indemnified
Party, as incurred, for any legal or other expemsasonably incurred by it in connection with inNgsting or defending any such loss, claim,
damage, liability or action. The indemnity agreetserontained in this SectionaBe in addition to any liability which the Compamay
otherwise have.

(b) Promptly after receipt by an IndenedfParty under this Sectiono8 notice of the commencement of any action, such
Indemnified Party will, if a claim in respect thefés to be made against the Company under thisd®e8, promptly notify the Company
in writing of the commencement thereof, but théufa so to notify the Company (i) will not reliettee Company from liability under
paragraph (a) above unless and to the extentlhtfailure results in the forfeiture by the Comypah material rights and defenses and
(i) will not, in any event, relieve the Companyifin any obligations to any Indemnified Party othert the indemnification obligation
provided in paragraph (a) above. The Purchaser lshantitled to appoint counsel to represent tiieinnified Party in any action for
which indemnification is sought. The Company mastipgate at its own expense in the defense ofsuh action; providedthat counsel
to the Company shall not (except with the conséti@ Indemnified Party) also be counsel to theemdified Party. In no event shall the
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Company be liable for fees and expenses of moredha counsel (in addition to any local counsgbpsate from its own counsel for all
Indemnified Parties in connection with any one@ttr separate but similar or related actions énstime jurisdiction arising out of the
same general allegations or circumstances, untebsdamnified Party believes that his, her orntgiests are not aligned with the interests
of another Indemnified Party or that a confliciiraterest might result. The Company will not, withdle prior written consent of the
Indemnified Parties, settle or compromise or cohtethe entry of any judgment with respect to papding or threatened claim, action,
suit or proceeding in respect of which indemnificatmay be sought hereunder (whether or not thertmidfied Parties are actual or
potential parties to such claim, action, suit argeeding) unless such settlement, compromise aearincludes an unconditional release
of each Indemnified Party from all liability arigirout of such claim, action, suit or proceeding.

9. Termination; Representations and Ind#es to Survive This Purchase Agreement shall be subject to tetion in the absolute
discretion of the Purchaser, by notice given toGbenpany prior to delivery of and payment for tlemi®r Notes, if prior to such time (i) a
downgrading shall have occurred in the rating adedithe Company’s debt securities by any “natignaltognized statistical rating
organization,” as that term is used by the Commisgi Rule 153-1(c)(2)(vi)(F) under the Exchange,&c such organization shall have
publicly announced that it has under surveillanceewiew, with possible negative implications,rigging 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 amc
of the Senior Notes, (iii) a suspension or matdinaitation in trading in securities generally sh@ve occurred on the New York Stock
Exchange, (iv) a suspension or material limitatiotrading in any of the Company’s securities shalle occurred on the exchange or
guotation system upon which the Company’ securérestraded, if any, (v) a general moratorium omie@rcial business activities shall have
been declared either by federal or Delaware autésri(vi) there shall have occurred any outbreagsgalation of hostilities, or declaration
the United States of a national emergency or wattwer calamity or crisis the effect of which ondncial markets is such as to make it, in the
Purchaser’s judgment, impracticable or inadvisédleroceed with the offering or purchase of thei@eNotes or (vii) the Company shall be
unable to cause the Redemption to occur, includinigpout limitation, the payment of the Redemptfrice. The respective agreements,
representations, warranties, indemnities and ataements of the Company or its officers or tesi@nd of the Purchaser set forth in or n
pursuant to this Purchase Agreement will remaifuliforce and effect, regardless of any invesiigmimade by or on behalf of the Purchaser
or the Company or any of the their respective effic directors or controlling persons, and wilvsue delivery of and payment for the Senior
Notes. The provisions (Sections 7and_8shall survive the termination or cancellation aétRurchase Agreement.

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

11. NoticesAll communications hereunder shall be in writangd effective only on receipt, and shall be maitidivered by hand or
courier or sent by facsimile and confirmed:
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If to the Purchaser, to:

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

Suite 400

Arlington, Virginia 22201

Attention: Robert M. Hurley

Facsimile: (703) 351-7901

with a copy to:

Winston & Strawn LLP

35 West Wacker Drive
Chicago, Illinois 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

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 telwered by hand, if personally delivered,
(i) five (5) Business Days after being depositedhe mail, postage prepaid, if mailed, (iii) thexhBusiness Day after being telecopied or
the next Business Day after timely delivery to argar, if sent by overnight air courier guarantgeiext-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.
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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 thisHase Agreement is intended or shall
be construed to give any person other than théepgdrereto and the affiliates, directors, officersployees, 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 Agreemenbeagsigned 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 ANYARTY 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.

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 tonlwiginal, 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.

16. Notice of Intended Transferhe Purchaser covenants and agrees with the Gontpat the Purchaser shall provide thirty (30)day
prior written notice to the Company of Purchasertent to consummate a transfer, sale or assignofeéhte Senior Notes to a subsequent
purchaser (including to any entity issuing or preipg to issue collateralized debt obligations) othan an Affiliate of the Purchaser. In such
event the Company shall have the right withoutrietgin to redeem the Senior Notes at a redempgiaore equal to (i) the sum of 100% of 1
principal amount thereof, (ii) all accrued and udgpaterest including Additional Interest thereardgiii) any and all Breakage Costs incurred
by the Purchaser in connection with such redempiitie Purchaser will be obligated to accept themgation of the Senior Notes provided
the Company is prepared to consummate the redempti@r before the date on which the Purchaseatsster, sale or assignment of the
Senior Notes is scheduled for closing.
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[signature page follows]
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IN WITNESS WHEREOF, the parties hereto haveceked this Note Purchase Agreement as of themldyear first written above.
COMSTOCK HOMEBUILDING COMPANIES, INC.

By: /sl Christopher Clemente

Name Christopher Clement
Title: Chairman and Chief Executive Offic

KODIAK WAREHOUSE JPM LLC

By: Kodiak Funding, LF
Its: Sole Membe

By: Kodiak Funding Company, Inc.
Its: General Partn

By: /sl Robert M. Hurley

Name Robert M. Hurley
Title: Chief Financial Officel

[Note Purchase Agreement]
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INDENTURE

This INDENTURE, dated as of March 15, 200 hésween Comstock Homebuilding Companies, Inc.e®are corporation (the “
Company’), and Wells Fargo Bank, N.A., as Trustee (in saapacity, the “ Truste§.

RECITALS OF THE COMPANY

WHEREAS, the Company has duly authorized ttexation and delivery of this Indenture to provfidethe issuance of its senior
unsecured notes, and to provide the terms and tiamslupon which such senior unsecured notes are tuthenticated, 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 Senior Notes by the Holdergtlgeit is mutually covenanted and agreed,
for the equal and proportionate benefit of all Hoklof the Senior Notes, as follows:

ARTICLE |
DEFINITIONS AND OTHER PROVISIONS OF GENERAL ARICATION
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 thegh and vice versa; and
(g) the masculine, feminine or neuter gendsesi herein shall include the masculine, feminimraeuter genders.

“ Acceptable Repurchaséas the meaning specified in Section 10.5(g).

“ Acceptable Repurchase Mandatory RedemptiizeP has the meaning set forth in Section 11.1(d).
“ Act” when used with respect to any Holder, has themingaspecified in Section 1.4(a).

“ Additional Interest means the interest, if any, that shall accruamyamounts payable on the Senior Notes, the payofievhich has
not been made on the applicable Interest Paymetet &al which shall accrue at the rate per annumifggeb or determined as specified in
such Senior Note, in each case to the extent {egafbrceable.

“ Affiliate " of any specified Person means any other Perseetti or indirectly controlling or controlled by ander direct or indirect
common control with such specified Person. Fomptngoses of this definition, * contrglwhen used with respect to any specified Person,
means the power to direct the management and @elafisuch Person, directly or indirectly, whettmeough the ownership of voting
securities, by contract or otherwise; and the teromntrolling” and “ controlled’ have meanings correlative to the foregoing.

“ Applicable Depositary Procedurésneans, with respect to any transfer or transa@tioolving a Global Senior Note or beneficial intst
therein, the rules and procedures of the Depositarguch Senior Note, in each case to the extgpitaable 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 Senior Notes.

“ Board of Director§ means the board of directors of the Company grcanly 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 Senior Notes (including, without lintian, the reasonable
fees and expenses of any counsel engaged by sudario enforce the obligations of the Company tieder) (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 SeNutes prior to the expiration of the Fixed
Rate Period where such unwinding, termination, ficattion or breaking is caused by the payment éeasance of principal on the Senior
Notes prior to the expiration of the Fixed Rateiéim connection with a Chan-of-Control Election.
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“ Breakage Gainsmeans the amount of gain actually realized by ldojder of Senior Notes (as determined by such éf)dlirectly
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 Senior Notes prior to thgrakon of the Fixed Rate Period where
such unwinding, termination, modification or breaakis caused by the payment or defeasance of pahen the Senior Notes prior to the
expiration of the Fixed Rate Period in connectidthva Change-of-Control Election.

“ Business Day means any day other than (i) a Saturday or Sun@i®y day on which banking institutions in théyCof New York are
authorized or required by law or executive ordetetmain 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 Leas& means lease of (or other agreement conveyingigine to use) any real or personal property by éethat, in
conformity with GAAP, is accounted for as a capiéglse on the balance sheet of such Person

“ Changeof-Control” means (i) any person (as such term is used itidesc13(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 directdrthe Company; (ii) the merger or other busireessbination of the Company, sale of al
substantially all of the Company’s assets or cotiiam of the foregoing transactions (a “Transac)ioother than a Transaction immediately
following which the shareholders of the Company walately prior to the Transaction continue to haweajority of the voting power in the
resulting entity (excluding for this purpose anggholder owning directly or indirectly more tham fpercent (10%) of the shares of the other
company involved in the Transaction); or (iii) {hersons who were directors of the Company on tke liereof (the “Incumbent Directors”)
shall cease to constitute at least a majority eBbard or a majority of the board of directorany successor to the Company; provididyt,
any director who was not a director as of the Hateof shall be deemed to be an Incumbent Diréfcsoich director was elected to the Board
by, or on the recommendation of or with the appra¥aat least two-thirds of the directors who thralified as Incumbent Directors either
actually or by prior operation of this provisiomless such election, recommendation or approvalthesesult of an actual or threatened
election contest of the type contemplated by Reigulal4a-11 promulgated under the Exchange Achgrsaiccessor provision.

“ Changeof-Control Election’” has the meaning specified in Section 10.5(b).

“ Changeof-Control Event’ means the occurrence of (i) a Change-of-Contnadl @) a Ratings Downgrade.

“ Changeof-Control Event Noticé has the meaning specified in Section 10.5(b).
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“ Changeof-Control Mandatory Redemption Prit@as the meaning set forth in Section 11.1(b).

“ Changeof-Control Notice” has the meaning specified in Section 10.5(b).

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

“ Company’ means the Person named as the “Company” in teegaragraph 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 Ordel 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 Executivii€er, President or a Vice President,
and by its Chief Financial Officer, its Treasuram, 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 itsobidated subsidiaries including, without limitatjggoodwill, trademarks, trade names,
copyrights, patents, patent applications, licenaed,rights in any of the foregoing and other itéreated as intangibles in accordance with
generally accepted accounting principles.

“ Control Agreementmeans that certain Interest Reserve Account @bAigreement dated the date hereof wherein the @Gompgrants a
security interest in the Interest Reserve Accoaorthé Trustee, as security trustee for the beoeflie Holders.

“ Corporate Trust Office means 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, SL&@0, Wilmington, Delaware 19801.

“ Debt” means, with respect to any Person, whether raeoigrto all or a portion of the assets of suclséterwhether 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 theoant of such Person; (iv) every obligation of s@eison issued or assumed as the deferred
purchase price of property or services (but exdgdiade accounts payable or other accrued liedslarising in the ordinary course of
business); (v) every capital lease obligation @hsBerson; (vi) all indebtedness of such Persoetlven 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@rgements; (vii) every obligation of the type redd to in clauses (i) through (vi) of
another Person and all dividends of




another Person the payment of which, in either,casgh Person has guaranteed or is responsihkebte for, directly or indirectly, as obligor
or otherwise; and (viii) any renewals, extensigefiyndings, amendments or modifications of anygation of the types referred to in clauses
(i) through (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

“ Defeasance Senior Notékas the meaning specified in Section 13.1.

“ 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 financialtirton 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 lo$she 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)tdB&s paid or reasonably estimated by the Comfahg 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 SeNimtes) do not in the aggregate exceed
$1,000,000, (b) any extraordinary gains not relétetthe extinguishment of debt, (c) any gains frdistontinued operations and (d) with
respect to calculating the Fixed Charge Coveragdi® Raconnection with Section 10.5(e)({li) and _(iii) only, the aggregate amount of all
other




non-cash items reducing net income (including amy-cash charge incurred as a result of a permavré@etdown or impairment of an asset)
for such period, plugp the extent deducted in determining such netriree¢or loss), Interest Expense, income tax expeateg@eciation and
amortization and non-cash management compensatpanse 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 partneriiether a gener
or limited partnership), (b) the membership intes@s a limited liability company (both common ametferred membership interests) and (c)
the shares or stock interest (both common stockpeeférred stock) in a corporation.

“ ERISA” means the Employee Retirement Income SecurityoAd974 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 orsartgessor statute thereto, in each case as amiogetime to time.
“ Expiration Daté’ has the meaning specified in Section 1.4(h).

“ Fixed Rate Periotishall have the meaning specified in the form ehi®r Note set forth in Section 2.1.

“ Fixed Charge Coverage Ratimeans, for each period of determination, whictigeeshall be either the four consecutive fiscargers
or the one fiscal quarter ending on the last dag pérticular fiscal quarter as otherwise indicdterkin, the ratio of (a) the total for such
period of EBITDA minughe sum of (i) net income taxes paid in cash byGbmpany and each of its Subsidiaries and (iiyafinanced
expenditures which, in accordance with GAAP, wdwdrequired to be capitalized and shown on thediimlaged balance sheet of the
Company, including expenditures in respect of aapital Lease tgb) the sum for such period of (i) cash Interegpéhse plugii) required
payments of principal of all Debt of the Company &s Subsidiaries that matures more than onefyear the date of its creation (or is
renewable or extendible, at the option of suchder® a date more than one year from such datelufling the Senior Notes) plus
(iii) management fees paid in cash.

“ GAAP " means United States generally accepted accouptingiples, consistently applied, from time to ¢inm effect.

“ Global Senior Not& means a Senior Note that evidences all or patth®Senior Notes, the ownership and transfershi¢iwshall be
made through book entries by a Depositary.

“ Government Obligatiohmeans (a) any security that is (i) a direct oslign of the United States of America of which thk faith and
credit of the United States of America is pledgedipan obligation of a Person controlled or siyiged by and acting as an agency or
instrumentality of the United States of Americalwe payment of which is unconditionally
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guaranteed as a full faith and credit obligatiorthey United States of America, which, in eitherecabclause (i) or (ii), is not callable or
redeemable at the option of the issuer thereof(bnhdny depositary receipt issued by a “bank’delned in Section 3(a)(2) of the Securities
Act) as custodian with respect to any Governmerdig@tion that is specified in clause (a) above haldl by such bank for the account of the
holder of such depositary receipt, or with respeany specific payment of principal of or intereatany Government Obligation that is so
specified and held; providethat (except as required by law) such custodiamisauthorized to make any deduction from the armpawable
to the holder of such depositary receipt from ampant received by the custodian in respect of thee@iment Obligation or the specific
payment of principal or interest evidenced by sdepositary receipt.

“ Holder” means a Person in whose name a Senior Noteist@egd in the Securities Register.

“ Indenture’ means this Indenture as originally executed dt asy from time to time be amended or supplentbteone or more
amendments or indentures supplemental hereto entegepursuant to the applicable provisions hereof

“ Interest Expensemeans consolidated interest expense of the Comgathjts Subsidiaries for such period (includingralbuted interes
on Capital Leases)

“ Interest Payment Dataneans March 30, June 30, September 30 and Dece3fibef each year, commencing on March 30, 200ihdur
the term of this Indenture.

“ Interest Reserve Accouhineans an account of the Company at Wells FargikBid.A. subject to the limitations set forth in
Section 10.5(fand subject to the lien of the Control Agreement.

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

“ Investment Company Evehineans the receipt by the Company of an OpinioGaiinsel experienced in such matters to the efffiett
as a result of the occurrence of a change in laregulation (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 chdregemes effective or would become
effective, as the case may be, on or after the afatee issuance of the Senior Notes.

“ Leverage Ratid means at any time, the ratio of Debt of the Comyp@excluding obligations related to inventory metned resulting
from consolidations required pursuant to Finan8iadounting Standards Board Interpretation No. 4itled “Consolidation of Variable
Interest Entities, an Interpretation of AccountRgsearch Bulletin (ARB) No. 51” issued in Janua®@@2 and revised December 2003, as the
same may be revised and amended from time to &tn&)ch time to Consolidated Tangible Net Worthrégorted in the Company’s balance
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sheet contained in the most recent periodic reped with the Commission) for the most recentlyded four fiscal quarters of the 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.

“ Maturity ,” when used with respect to any Senior Note, méfa@slate on which the principal of such SeniordNmtany installment of
principal becomes due and payable as therein eirhprovided, whether at the Stated Maturity odbeglaration of acceleration, call for
redemption or otherwise.

“ Naotice of Default means a written notice of the kind specified gcion 5.1(c).

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

“ Opinion of 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 $éiite.

“ Qutstanding means, when used in reference to any Senior Natesf the date of determination, all Senior Nthesetofore
authenticated and delivered under this Indentwes:

(i) Senior Notes theretofore canceled by thesee or delivered to the Trustee for cancellation

(i) Senior Notes for whose payment or redéarpioney in the necessary amount has been theretdéposited with the Trustee or
any Paying Agent (other than the Company) in toustet aside and segregated in trust by the Comfiiatime Company and/or its Affiliate
shall act as its own Paying Agent) for the Hold&frsuch Senior Notes; providethat if the Company is acting as Paying Agent, &eni
Notes for which payment or redemption money has Iseedeposited in trust with the Paying Agent shaltonsidered to remain
Outstanding until such time as such payment ormgdien money has actually been paid in full to Htwders of such Senior Notes; and
provided, further, that, if such Senior Notes are to be redeemetitenof such redemption has been duly given purstaattis Indenture
or provision therefor satisfactory to the Trustes been made; and
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(i) Senior Notes that have been paid orubsgitution for or in lieu of which other Senior tés have been authenticated and delivered
pursuant to the provisions of this Indenture, unlg®of satisfactory to the Trustee is presentatidhy such Senior Notes are held by
Holders in whose hands such Senior Notes are \@hdjng and legal obligations of the Company;

provided,that in determining whether the Holders of the isitgl principal amount of Outstanding Senior Ndtase given any request,
demand, authorization, direction, notice, consentaver hereunder, Senior Notes owned by the Compa any other obligor upon the
Senior Notes or any Affiliate of the Company orlsather obligor shall be disregarded and deemedtbrio¢ Outstanding unless the Comp
shall hold all Outstanding Senior Notes, except, inadetermining whether the Trustee shall bequiad in relying upon any such request,
demand, authorization, direction, notice, consentaiver, only Senior Notes that a Responsibled@ffiof the Trustee actually knows to be
owned shall be so disregarded. Senior Notes soatrat have been pledged in good faith may be degbas Outstanding if the pledgee
establishes to the satisfaction of the Trustegbbdgee’s right so to act with respect to such &exotes and that the pledgee is not the
Company or any other obligor upon the Senior Notesny Affiliate of the Company or such other oblig

“ Paying Agent means the Trustee or any Person authorized b dmepany to pay the principal of or any premiuninterest on, or
other amounts in respect of, any Senior Notes tialbef the Company.

“ Permitted 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 tbempany, whether or not such claim for post-patiinterest is allowed in such proceeding)
all Debt of the Company, whether incurred on ooptd the date of this Indenture or thereafter ined, to the extent such Debt is (i) secured
by (or has provisions in the loan documentatiosuwfh Debt permitting, upon the occurrence of arefewf default” (as defined in such loan
documentation), such debt to become secured blypreperty or membership interests of Subsidianiethe Company the assets of which
primarily consist of real property or, (i) Debt afSubsidiary of the Company which is secured by peoperty and which the Company has
guaranteed or is responsible or liable for, digectlindirectly, as obligor or otherwise, (iii) “wiing capital” or “revolving” lines of credit
with terms of three (3) years or less.

“ 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 Senior Notes, the Gmate Trust Office of the Trustee.

“ Predecessor Senior Ndtef any particular Senior Note means every presi8enior Note evidencing all or a portion of thmsalebt as
that evidenced by such particular Senior Note.tRempurposes of this definition, any security aotlvated and delivered under Section
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3.6in lieu of a mutilated, destroyed, lost or stolam®r Note shall be deemed to evidence the santeadeghe mutilated, destroyed, lost or
stolen Senior Note.

“ Proceeding has the meaning specified in Section 12.2(b).

“ Purchase Agreemehtneans the Senior Note Purchase and Redemptioeeftgnt, dated as of the date hereof, between tmp &y,
Kodiak Warehouse LLC and the Purchaser.

“ Purchaset means Kodiak Warehouse JPM LLC, a Delaware lichitability company.

“ Put Election Noticé means written notice delivered to the Company #edTrustee by the Purchaser (or any Affiliatesfaree thereof)
after September 30, 2007, pursuant to which thetrager or such Affiliate transferee elects to cdliseCompany to redeem a portion of the
Senior Notes held by the Purchaser or such Aféilteansferee in an aggregate principal amountmexteed Two Million Dollars
($2,000,000).

“ Put Mandatory Redemption Pritbas the meaning set forth in Section 11.1(c).

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

“ Redemption Datémeans, when used with respect to any Senior Mobe redeemed, the date fixed for such redemptyoor pursuant
to this Indenture.

“ Redemption Pricemeans, when used with respect to any Senior Moke redeemed, in whole or in part, the SpeciaeRetion Price,
the Acceptable Repurchase Mandatory Redemptioe Rtie Put Mandatory Redemption Price, the Charfiggeatrol Mandatory
Redemption Price or the Optional Redemption Paseapplicable, at which such Senior Note or potti@neof 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 Paymente Béth respect to the Senior Notes means thettlates fifteer
(15) days preceding such Interest Payment Datetfigher not a Business Day).

“ Responsible Officermeans, when used with respect to the Trusteepffieer in the corporate trust department of thestee having
direct responsibility for the administration ofgindenture.

“ Rights Plarf means a plan of the Company providing for thedgge 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
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rights (i) are deemed to be transferred with sughitly Interests and (ii) are also issued in respéftiture issuances of such Equity Interests,
in each case until the occurrence of a specifiehesr events.

“ Securities Act means the Securities Act of 1933 or any succestsute thereto, in each case as amended fromtditivee.

“ Securities Registérand “ Securities Registrdrhave the respective meanings specified in Se@ié(r).

“ Senior Note$ or “ Senior Note’” means any debt securities or debt security, agéise may be, authenticated and delivered unider th
Indenture.

“ Special Event means the occurrence of an Investment Companyttwea Tax Event.
“ Special Record Datefor the payment of any Defaulted Interest meadsai@ fixed by the Trustee pursuant to Sectionc}.1(

“ Special Redemption Pri¢dias the meaning set forth in Section 11.2
“ Stated Maturity means March 30, 2017.

“ Subsidiary’ means a Person more than fifty percent (50%hefdutstanding voting stock or other voting intesed which is owned,
directly or indirectly, by the Company or by onensore other Subsidiaries, or by the Company andoomeore other Subsidiaries. For
purposes of this definition, “ voting stotkneans stock that ordinarily has voting powertfog election of directors, whether at all times or
only so long as no senior class of stock has sotihgy power by reason of any contingency.

“ Tax Evenf’ means the receipt by the Company of an Opinio@atfinsel experienced in such matters to the etfiatt 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 &mlvmemorandum or field service advice) or regulafvocedure, 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 Senior Notesetisemore than an insubstantial risk that intepagable by the Company on the Senior Notes
is not, or within ninety (90) days of the date o€l opinion, will not be, deductible by the Compaimywhole or 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.
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“ 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 Opigion

(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 pdeoa), if any, have been complied with, except,timathe case of any application or
request as to which the furnishing of such documenspecifically required by any provision of thislenture relating to such particular
application or request, no additional certificatepinion need be furnished.

(b) Every certificate or opinion with respéatcompliance with a condition or covenant providiedin this Indenture (other than the
certificate provided pursuant to Section 1&G8all 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 arghef the examination or investigation upon whleh statements or opinions of such
individual contained in such certificate or opiniare based,;

(i) a statement that, in the opinion of sueividual, he or she has made such examinationvastigation as is necessary to enable
him or her to express an informed opinion as tottvreor not such condition or covenant has beemdewith; 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 tosiee.

(a) In any case where several matters arareefjto 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 sudbenfknows, 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 to
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factual matters, upon a certificate or opinionasfrepresentations by, an officer or officers & @ompany stating that the information with
respect to such factual matters is in the possesdithe Company, unless such counsel knows, er efasonable inquiry should know, that
the certificate or opinion or representations wébpect to such matters are erroneous.

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

(d) Whenever, subsequent to the receipt byl'thstee of any Board Resolution, Officers’ Cectiie, Opinion of Counsel or other
document or instrument, a clerical, typographigadther inadvertent or unintentional error or ongssshall be discovered therein, a new
document or instrument may be substituted theliafoorrected form with the same force and effedf agginally received in the corrected
form and, irrespective of the date or dates ofatteial execution and/or delivery thereof, such suthe document or instrument shall be
deemed to have been executed and/or deliveredthe dhte or dates required with respect to themient or instrument for which it is
substituted. Without limiting the generality of tferegoing, any Senior Notes issued under the aityhaf such defective document or
instrument shall nevertheless be the valid obligetiof the Company entitled to the benefits of thifenture equally and ratably with all otl
Outstanding Senior Notes.

Section 1.4 Acts of Holders.

(a) Any request, demand, authorization, dioe¢tnotice, consent, waiver or other action predidby 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 agxkept as herein otherwise expressly provided, aatibn shall become effective when s
instrument or instruments (including any appointtrefran agent) is or are delivered to the Trustess where it is hereby expressly required,
to the Company. Such instrument or instruments {aadction embodied therein and evidenced therafgyherein sometimes referred to as
the “ Act” of the Holders signing such instrument or instamts. Proof of execution of any such instrumerdfa writing appointing any
such agent shall be sufficient for any purposénisf indenture and conclusive in favor of the Trasiad the Company, if made in the manner
provided in this Section 1.4.

(b) The fact and date of the execution by Ragson of any such instrument or writing may besgdoby the affidavit of a witness of such
execution or by the certificate of any notary palali other officer authorized by law to take acktenigments of deeds, certifying that the
individual signing such instrument or writing ackvledged to him or her the execution thereof. Wisergh execution is by a Person acting in
other than his or her individual capacity, sucttifieate or affidavit shall also constitute sufgeit 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 suffiaietiin accordance with such reasonable rules abrttstee may determine.

(c) The ownership of Senior Notes shall bevpdoby the Securities Register.
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(d) Any request, demand, authorization, dioggtnotice, consent, waiver or other action byktodder of any Senior Note shall bind every
future Holder of the same Senior Note and the Habddlevery Senior Note issued upon the registradiotnansfer thereof or in exchange
therefor or in lieu thereof in respect of anythdane or suffered to be done by the Trustee or tragany in reliance thereon, whether or not
notation of such action is made upon such SenideNo

(e) Without limiting the foregoing, a Holdent#led to take any action hereunder with regardrtg particular Senior Note may do so with
regard to all or any part of the principal amouin$uch Senior Note or by one or more duly appoirtgents each of which may do so
pursuant to such appointment with regard to allryr part of such principal amount.

(f) Except as set forth in paragraph (g) @ ®ection 1.4the Company may set any day as a record datedquutpose of determining the
Holders of Outstanding Senior Notes entitled teegimake or take any request, demand, authorizatimegttion, notice, consent, waiver or
other action provided or permitted by this Indeatia be given, made or taken by Holders of Senwtesl If any record date is set pursuar
this paragraph, the Holders of Outstanding Senaeslon such record date, and no other Holder#, tshantitled to take the relevant action,
whether or not such Holders remain Holders aftehgecord date; providethat no such action shall be effective hereundérssrntaken on
prior to the applicable Expiration Date by Holdefghe requisite principal amount of OutstandingiBeNotes on such record date. Nothing
in this paragraph shall be construed to prevenCitnapany from setting a new record date for anadbr which a record date has
previously been set pursuant to this paragraph reupen the record date previously set shall auticalbt and with no action by any Person
be canceled and of no effect). Promptly after aoprd date is set pursuant to this paragraph, timep@ny, at its own expense, shall cause
notice of such record date, the proposed actioHdigers and the applicable Expiration Date to lvegito the Trustee in writing and to each
Holder of Senior Notes in the manner set forthéweti®n 1.6.

(9) The Trustee may set any day as a recdsdfdathe purpose of determining the Holders ofstanding Senior Notes entitled to join in
the giving or making of (i) any Notice of Defaulii) any declaration of acceleration or rescissionnulment thereof referred to_in Section
5.2,(iii) any request to institute proceedings refer@éh Section 5.7(byr (iv) any direction referred to in Section 5.12any record date is
set pursuant to this paragraph, the Holders oft@utiing Senior Notes on such record date, andhmr dtolders, shall be entitled to join in
such notice, declaration, request or direction,threor not such Holders remain Holders after seclrd date; providedhat no such action
shall be effective hereunder unless taken on or poithe applicable Expiration Date by Holdersha# requisite principal amount of
Outstanding Senior Notes on such record date. Ngtimi this paragraph shall be construed to pretrenfrustee from setting a new record
date for any action for which a record date hagipusly been set pursuant to this paragraph (wipenethe record date previously set shall
automatically and with no action by any Persondmeceled and of no effect). Promptly after any rdaate is set pursuant to this paragraph,
the Trustee, at the Company’s expense, shall aqzatsze of such record date, the proposed actioddigers and the applicable Expiration
Date to be given to the Company in writing anddaoteHolder of Senior Notes in the manner set fortBection 1.6.
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(h) With respect to any record date set pursteaparagraph (f) or (g) of this Section it party hereto that sets such record date may
designate any day as the “ Expiration Daémd from time to time may change the Expiraticaidto any earlier or later day; providéuht nc
such change shall be effective unless notice optbposed new Expiration Date is given to the ofigety hereto in writing, and to each
Holder of Senior Notes in the manner set forthéet®n 1.6.0n or prior to the existing Expiration Date. If Brpiration Date is not
designated with respect to any record date setipotgo this Section 1.4he party hereto that set such record date shalebeed to have
initially designated the ninetieth (90th) day aftech record date as the Expiration Date with resipereto, subject to its right to change the
Expiration Date as provided in this paragraph. Nibitstanding 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 Campa

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

(a) the Trustee by any Holder or the Compdrall be sufficient for every purpose hereunder ddm, given, furnished or filed in writing to
or with and received by the Trustee at its Corpornatst Office; or

(b) the Company by the Trustee or any Holtlatl e sufficient for every purpose hereunden ifviriting and mailed, first class, postage
prepaid, to the Company addressed to it at 11465&Hills Road, Suite 510, Reston, Virginia 2008@t any other address previously
furnished in writing to the Trustee by the Company.

Section 1.6 Notice to Holders; Waiver.

Where this Indenture provides for notice tddéos of any event, such notice shall be suffidjegiven (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 ifagties 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 piionisf 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 otheldé¢os. 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.
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Section 1.7 Effect of Headings and Table oft€nts.

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 thatésmitted under Article Vllland pursuat
to which the assignee agrees in writing to perfttenCompany’s obligations hereunder, the Compaaif sbt assign its obligations
hereunder.

Section 1.9 Separability.

If any provision in this Indenture or in therfor Notes shall be invalid, illegal or unenforislea the validity, legality and enforceability of
the remaining provisions shall not in any way He&ted or impaired thereby, and there shall be @gesnbstituted 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 Senior Btexpress or implied, shall give to any Perstirgerahan the parties hereto and their
successors and assigns, the Holders of the SeniesMnd, solely to the extent set forth hereia htbiders of Permitted Debt, any benefit or
any legal or equitable right, remedy or claim unithés Indenture.

Section 1.11 Governing Law.

This Indenture and the rights and obligations of eah of the Holders, the Company and the Trustee shabe 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®MERICA FOR THE SOUTHERN DISTRICT OF NEW YORK (IN
EACH CASE SITTING IN THE BOROUGH OF MANHATTAN). BEXECUTION 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 Q#PPEALS THEREFROM) FOR LEGAL PROCEEDINGS ARISIP
OUT OF OR IN CONNECTION WITH THIS INDENTURE.
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Section 1.13 NeBusiness Days.

If any Interest Payment Date, Redemption Dat8tated Maturity of any Senior Note shall noabBusiness Day, then (notwithstanding
any other provision of this Indenture or the SemNotes) payment of interest, premium, if any, ongipal or other amounts in respect of such
Senior Note shall not be made on such date, blltlshanade on the next succeeding Business Dayifaeckst shall accrue in respect of the
amounts whose payment is so delayed for the pé&od and after such Interest Payment Date, Redemate or Stated Maturity, as the
case may be, until such next succeeding Businegséxaept that, if such Business Day falls in te&trsucceeding calendar year, such
payment shall be made on the immediately preceirginess Day, in each case with the same forcefiedt as if made on the Interest
Payment Date or Redemption Date or at the Statedrila

Section 1.14 Counterparts.

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

ARTICLE Il
SENIOR NOTE FORMS
Section 2.1 Form of Senior Note.

Any Senior Note issued hereunder shall be in sakatly the following form:
COMSTOCK HOMEBUILDING COMPANIES, INC.
Senior Note due 2017

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 valueeieed, hereby promises to pay
to [ ], or registered assigns, the principal sunfRRRINCIPAL AMOUNT] ($[ D) [IF THE SECURITY IS A
GLOBAL SECURITY, THEN INSERT: or such other princip al amount represented hereby as may be set forth ihe records of the
Securities Registrar hereinafter referred to in acordance with the Indenture] on March 30, 2017. The Company further promisgzaip
interest on said principal sum from and includingrivh 15, 2007, or from and including the most rédaterest Payment Date to which
interest has been paid or duly provided for, quigria arrears, to but excluding the succeedingrett Payment Date, on March 30, June 30,
September 30 and December 30 of each year, comngekiarch 30, 2007, or if any such day is not a Bess Day, on the next succeeding
Business Day (and interest shall accrue in reggfabe amounts whose payment is so delayed fopéhied from and after such Interest
Payment Date until such next succeeding Busineg$, Bacept that,
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if such Business Day falls in the next succeedadgrodar year, such payment shall be made on thediately preceding Business Day, in
each case, with the same force and effect as iEroadhe Interest Payment Date, at a fixed ratale€qu®.72% per annum through the Inte
Payment Date in June 2011 (* Fixed Rate Pefjand thereafter at a variable rate, reset quigrtequal to LIBOR plus 4.20% per annum,
until the principal hereof is paid or duly providfd or made available for payment; providédtht any overdue principal, premium, if any,
any overdue installment of interest shall bear Addal Interest at a fixed rate equal to 9.72%aerum through the interest payment date in
June 2011 and thereafter at a variable rate, geseterly, equal to LIBOR plus 4.20% per annuntlif@extent that the payment of such
interest shall be legally enforceable), compourgigatterly, from and including the dates such ammand due to but excluding the dates ¢
amounts are paid or made available for paymentsant 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 mositmd the amount payable for any partial periodl Beacomputed on the basis of the actual
number of days elapsed in a three hundred sixt§)¢d@@y year of twelve (12) thirty (30)-day monthgon expiration of the Fixed Rate
Period, the amount of interest payable for anyra@stperiod 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 Senior (dotene or more Predecessor Senior
Notes) is registered at the close of business efR#égular Record Date for such interest installm&ny such interest not so punctually p
or duly provided for shall forthwith cease to bgglale to the Holder on such Regular Record Datenaang either be paid to the Person in
whose name this Senior Note (or one or more Pradec&enior Notes) is registered at the close sihless on a Special Record Date for the
payment of such Defaulted Interest to be fixedH®/Trustee, notice whereof shall be given to HalddrSenior Notes not less than ten
(10) days prior to such Special Record Date, qudid at any time in any other lawful manner nobimeistent with the requirements of any
securities exchange or automated quotation systewhich the Senior Notes may be listed, tradeduated and upon such notice as may be
required by such exchange or automated quotatistersy all as more fully provided in the Indenture.

During an Event of Default, the Company shal (i) declare or pay any dividends or distribns@n, or redeem, purchase, acquire or
make a liquidation payment with respect to, anyifgduterests of the Company, (ii) vote in favorafpermit or otherwise allow any of its
Subsidiaries to declare or pay any dividends drilligions on, or redeem, purchase, acquire or nadiguidation payment with respect to or
otherwise retire, any preferred Equity Interestswifh Subsidiaries or other Equity Interests émgitthe holders thereof to a stated rate of
return (for the avoidance of doubt, whether su@fgsred Equity Interests are perpetual or othennasdiii) make any payment of principal
or any interest or premium, if any, on or repapurehase or redeem any Debt of the Company otherRermitted Debt (other than (A)
repurchases, redemptions or other acquisitionsyaft Interests of the Company in connection withgny employment contract, benefit
plan or other similar arrangement with or for tleméfit of any one or more employees, officers,does or consultants, (2) a dividend
reinvestment or Equity Interests purchase pla8pthe issuance of Equity Interests in the Compangecurities convertible into or
exercisable for such Equity Interests) as constubera
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in an acquisition transaction entered into priotht® applicable Event of Default, (B) as a restiimexchange, conversion reclassification or
combination of any class or series of the CompaRysity Interests (or any Equity Interests in a Sdiary of the Company) for, of or with
any class or series of the Company’s Equity Intsresof any class or series of the Company’s itettess for any class or series of the
Company'’s Equity Interests, (C) the purchase dftfoaal interests in the Equity Interests of tharpany pursuant to the conversion or
exchange provisions of such Equity Interests ostwirity being converted or exchanged, (D) anyadation of a dividend in connection
with any Rights Plan, the issuance of rights, Bglriterests or other property under any Rights Blate redemption or repurchase of rights
pursuant thereto or (E) any dividend in the forniEqgliity Interests, warrants, options or other sghihere the dividend Equity Interest or the
Equity Interest issuable upon exercise of such avas; options or other rights is the same Equitgrest as that on which the dividend is
being paid or rankpari passuwith or junior to such Equity Interest).

Payment of principal of, premium, if any, a@nterest on this Senior Note shall be made in sodh 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 this Senior Note shall bedmat the Place of Payment upon surrender of senloSNotes to the Paying Agent, and
payments of interest shall be made, subject to suafender where applicable, by wire transfer ahglace and to such account at a banking
institution in the United States as may be desgphat writing to the Paying Agent at least ten (BOyiness 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 maitbé tddress of such Person as such address ghadlran the Security Register.

The indebtedness evidenced by this Senior Npte the extent provided in the Indenture, sdbate and junior in right of payment to the
prior payment in full of all Permitted Debt, andstiSenior Note is issued subject to the provisimithe Indenture with respect thereto. Each
Holder of this Senior Note, by accepting the saf@pagrees to and shall be bound by such provis{bpswthorizes and directs the Truste
his, her or its behalf to take such actions as beagecessary or appropriate to effectuate the difaiion so provided and (c) appoints the
Trustee his, her or its attorney-in-fact for ang afi such purposes. Each Holder hereof, by hisphés acceptance hereof, waives all notice
of the acceptance of the subordination provisiamgained herein and in the Indenture by each hatiBermitted Debt, whether now
outstanding or hereafter incurred, and waivesmeéiaby each such holder upon said provisions.

Unless the certificate of authentication harbas been executed by the Trustee by manual aignaliis Senior Note shall not be entitled
to any benefit under the Indenture or be validldigatory for any purpose.

[FORM OF REVERSE OF SECURITY]

This Senior Note is one of a duly authorizeglie of securities of the Company (the “ Senioeliftissued under the Indenture, dated as
of March 15, 2007 (the “ Indentuf® between the Company and Wells Fargo Bank, Ne&.Trustee (in such capacity, the “ Trustee
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which term includes any successor trustee undentlenture), to which Indenture and all indentigegplemental thereto reference is hereby
made for a statement of the respective rightstditions of rights, duties and immunities thereurafehe Company, the Trustee and the
Holders of the Senior Notes, and of the terms uplbich the Senior Notes are, and are to be, auttegatl and delivered. All terms used in
this Senior Note that are defined in the Indensinal have the meanings assigned to them in thenlnde.

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 Senior Notes (unlesBater notice period shall be satisfactory toTthestee) (i) on or after June 30, 2011, (ii)
upon receipt of thirty (30) days prior written ragtifrom the Purchaser of Purchaser’s intent tounmnsate a sale, assignment or transfer of
this Senior Note to a subsequent purchaser (inafuii any entity issuing or proposing to issueatelalized debt obligations) other than an
Affiliate of the Purchaser, or (iii) to the extahte Purchaser has not consummated one of the ttaorsain subsection (ii) hereof and subject
to the terms and conditions of Article XI of thedmture, redeem this Senior Note in whole at ang tr, subject to the consent of the
Purchaser (or any Affiliate transferee thereof)pamt from time to time in each case at a RedemRiice equal to one hundred percent
(100%) of the principal amount hereof (or of thdeemed portion hereof, as applicable), togethahedrcase of any such redemption, with
accrued and unpaid interest, including any Addaldnterest, to but excluding the date fixed asRieeemption Date and plus all Breakage
Costs. Notwithstanding the foregoing, in the ewarda redemption of this Senior Note by the Comppugsuant to (ii) of this paragraph abc
the Company shall (y) provide not less than fived&ys’ nor more than ten (10) days’ written noticéhe Holders of the Senior Notes and
(z) the redemption will not be required to occuramninterest Payment Date.

In addition, prior to June 30, 2011, upondlseurrence and during the continuation of a Spé&biaht, the Company may, at its option,
upon not less than thirty (30) days’ nor more thixtty (60) days’ written notice to the Holders bétSenior Notes (unless a shorter notice
period shall be satisfactory to the Trustee), red#es Senior Note, in whole but not in part antjeat to the terms and conditions of
Article XI of the Indenture, at a Redemption Prézpial to one hundred seven and one-half percetq%) of the principal amount hereof,
together, in the case of any such redemption, agtitued interest, including any Additional Interéstbut excluding the date fixed as the
Redemption Date.

Further, the Company shall, upon receipt @hange-of-Control Election after June 30, 2011eesa the Senior Notes in whole on a date
no more than thirty (30) days after receipt of @einge-of-Control Election, at a Redemption Pripea¢to one hundred percent (100%) of
the principal amount thereof, together, in the asEny such redemption, with accrued and unpagtést, including any Additional Interest,
to but excluding the date fixed as the RedemptiateDThe Company shall in connection with the gosi a Put Election Notice, redeem the
portion of the Senior Notes elected to be causdetiiedeemed pursuant to such Put Election Notice a@ate no more than thirty (30) days
after receipt of the Put Election Notice, at a Region Price equal to one hundred percent (100%h)eprincipal amount thereof, together,
in the case of any such redemption, with accruedusipaid interest, including any Additional Intdrée but excluding the date fixed as the
Redemption Date, and plus all Breakage Costs. Tmpgany shall in connection with an Acceptable Repase, redeem a
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portion of the Senior Notes at a Redemption Prigeakto one hundred percent (100%) of the princpabunt thereof, together, in the cas
any such redemption, with accrued and unpaid isteirecluding any Additional Interest, to but exdilug the date fixed as the Redemption
Date, and plus all Breakage Costs.

In the event of redemption of this Senior Niatpart only, a new Senior Note or Senior Notadlie unredeemed portion hereof will be
issued in the name of the Holder hereof upon thealtation hereof. If less than all the Senior Natee to be redeemed, the particular Senior
Notes to be redeemed shall be selected not monestkey (60) days prior to the Redemption Datetwy Trustee from the Outstanding Set
Notes not previously called for redemption, by sowthod as the Trustee shall deem fair and appatepaind which may provide for tl
selection for redemption of a portion of the prpadiamount of any Senior Note.

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 then@any and of the Holders of the Senior
Notes, with the consent of the Holders of not tss a majority in principal amount of the OutstaigdSenior Notes. The Indenture a
contains provisions permitting Holders of speciffetcentages in principal amount of the Senior Blate behalf of the Holders of all Senior
Notes, to waive compliance by the Company withaierprovisions of the Indenture and certain patules under the Indenture and th
consequences. Any such consent or waiver by thdddaif this Senior Note shall be conclusive andlioig upon such Holder and upon all
future Holders of this Senior Note and of any SeNote issued upon the registration of transfeebor in exchange herefor or in lieu
hereof, whether or not notation of such consemtaver is made upon this Senior Note.

No reference herein to the Indenture and pwgigion of this Senior Note or of the Indenturelsaklter 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 SeMote at the times, place and rate, and in the @oturrency, herein prescribed.

As provided in the Indenture and subject tdaie limitations therein set forth, the transfétiis Senior Note is restricted to transfers to
“Qualified Purchasers” (as such term is definethinInvestment Company Act of 1940, as amendedjsaragjistrable in the Senior Notes
Register, upon surrender of this Senior Note fgisteation of transfer at the office or agencyha Company maintained for such purpose,
duly endorsed by, or accompanied by a written imsémt of transfer in form satisfactory to the Compand the Securities Registrar and ¢
executed by, the Holder hereof or such Holdersra#gy duly authorized in writing, and thereupon onenore new Senior Notes, of like
tenor, of authorized denominations and for the saguggegate principal amount, will be issued todésignated transferee or transferees.

The Senior Notes are issuable only in regestéorm without coupons in minimum denomination$b00,000 and any integral multiple of
$1,000 in excess thereof. As provided in the Indenand subject to certain limitations thereinfegh, Senior Notes are exchangeable for a
like aggregate principal amount of Senior Notes @fnike tenor of a different authorized denominatias requested 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€tdmpany or the Trustee may treat the Person in &vshame this Senior Note is registered
as the owner hereof for all purposes, whether bthis Senior Note be overdue, and neither the Gappthe Trustee nor any such agent

be affected by notice to the contrary.

The Company and, by its acceptance of thisae&tote or a beneficial interest herein, the Holdkg and any Person that acquires a
beneficial interest in, this Senior Note agree,tfmtUnited States federal, state and local tayp@ses, it is intended that this Senior Note

constitute indebtedness.
This Senior Note shall be construed and enforced iaccordance with and governed by the laws of the &k of New York without
reference to its conflict of laws provisions (othethan Section 5-1401 of the General Obligations Law

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

By:
Name
Title:

Section 2.2 Restrictive Legend.
(a) Any Senior Note issued hereunder shalt bdagend 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 1933, AQY&NDED (THE “ SECURITIES ACT’) AND SUCH SECURITIES,
AND ANY INTEREST THEREIN, MAY NOT BE OFFERED, SOLDR OTHERWISE TRANSFERRED IN THE ABSENCE OF SU
REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROMEACH PURCHASER OF ANY SECURITIES IS HEREBY
NOTIFIED THAT THE SELLER OF THE SECURITIES MAY BEERLYING ON THE EXEMPTION FROM THE PROVISIONS OF
SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE44 UNDER THE SECURITIES ACT.

THE HOLDER OF THE SECURITIES REPRESENTED BY THISRBFICATE AGREES FOR THE BENEFIT OF THE COMPANY
THAT (A) SUCH SECURITIES MAY BE OFFERED, RESOLD OBRTHERWISE TRANSFERRED ONLY (I) TO THE COMPANY,
(I TO A PERSON WHOM THE SELLER REASONABLY BELIEVE IS (a) A “QUALIFIED INSTITUTIONAL BUYER” (AS
DEFINED IN RULE 144A UNDER THE SECURITIES ACT) ANIDb) A “QUALIFIED PURCHASER” (AS DEFINED IN SECTION
(a)(51) OF THE INVESTMENT COMPANY ACT OF 1940, ASMENDED) OR (lll) TO A PERSON WHOM THE SELLER
REASONABLY BELIEVES IS A “QUALIFIED PURCHASER “ (ADEFINED IN SECTION 2(a)(51) OF THE INVESTMENT
COMPANY ACT OF 1940, AS AMENDED) AND (B) THE HOLDERVILL NOTIFY ANY PURCHASER OF ANY SECURITIES
FROM IT OF THE RESALE RESTRICTIONS REFERRED TO IN)(ABOVE.

THE SECURITIES WILL BE ISSUED AND MAY BE TRANSFERREONLY IN BLOCKS HAVING AN AGGREGATE PRINCIPAL
AMOUNT OF NOT LESS THAN $100,000. TO THE FULLEST EENT PERMITTED BY LAW, ANY ATTEMPTED TRANSFER O
SECURITIES, OR ANY INTEREST THEREIN, IN A BLOCK HAMG AN AGGREGATE PRINCIPAL AMOUNT OF LESS THAN
$100,000 AND MULTIPLES OF $1,000 IN EXCESS THERESHALL BE DEEMED TO BE VOID AND OF NO LEGAL EFFECT
WHATSOEVER. TO THE FULLEST EXTENT
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PERMITTED BY LAW, ANY SUCH PURPORTED TRANSFEREE SHA BE DEEMED NOT TO BE THE HOLDER OF SUCH
SECURITIES FOR ANY PURPOSE, INCLUDING, BUT NOT LINMIED TO, THE RECEIPT OF PRINCIPAL OF OR INTEREST ON
SUCH SECURITIES, OR ANY INTEREST THEREIN, AND SUGMJRPORTED TRANSFEREE SHALL BE DEEMED TO HAVE M
INTEREST WHATSOEVER IN SUCH SECURITIES.

THE HOLDER OF THIS SECURITY, OR ANY INTEREST THERE) BY ITS ACCEPTANCE HEREOF OR THEREOF ALSO
AGREES, REPRESENTS AND WARRANTS THAT IT IS NOT ANPLOYEE BENEFIT PLAN, INDIVIDUAL RETIREMENT
ACCOUNT OR OTHER PLAN OR ARRANGEMENT SUBJECT TO TUE | OF THE EMPLOYEE RETIREMENT INCOME
SECURITY ACT OF 1974, AS AMENDED (* ERISA), OR SECTION 4975 OF THE INTERNAL REVENUE CODE aP86, AS
AMENDED (THE “ CODE"), OR SIMILAR LAW (EACH A “ PLAN "), OR AN ENTITY WHOSE UNDERLYING ASSETS INCLUD
“PLAN ASSETS” BY REASON OF ANY PLAN’S INVESTMENT INTHE ENTITY, AND NO PERSON INVESTING “PLAN
ASSETS” OF ANY PLAN MAY ACQUIRE OR HOLD THIS SECURIY OR ANY INTEREST THEREIN. ANY PURCHASER OR
HOLDER OF THE SECURITIES OR ANY INTEREST THEREIN Wl BE DEEMED TO HAVE REPRESENTED BY ITS
PURCHASE AND HOLDING THEREOF THAT IT IS NOT AN EMRRYEE BENEFIT PLAN WITHIN THE MEANING OF SECTIOI
3(3) OF ERISA, OR A PLAN TO WHICH SECTION 4975 OHE CODE IS APPLICABLE, A TRUSTEE OR OTHER PERSON
ACTING ON BEHALF OF AN EMPLOYEE BENEFIT PLAN OR PLN, OR ANY OTHER PERSON OR ENTITY USING THE
ASSETS OF ANY EMPLOYEE BENEFIT PLAN OR PLAN TO FINWCE SUCH PURCHASE.”

(b) The above legends shall not be removed fray Senior Note unless there is delivered tahmmpany satisfactory evidence, which
may include an Opinion of Counsel, as may be ressdgrrequired to ensure that any future transteesetof may be made without restriction

under or violation of the provisions of the SedastAct and other applicable law. Upon provisiorsoth satisfactory evidence, the Company

shall execute and deliver to the Trustee, and thst&e shall deliver, upon receipt of a Companye®directing it to do so, a Senior Note that

does not bear the legend.

Section 2.3 Form of TrusfeeCertificate of Authentication.

The Trustee’s certificate of authenticatioalshe in substantially the following form:
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This is one of the Senior Notes referred tthmwithin-mentioned Indenture.

Dated: WELLS FARGO BANK, N.A,, not in its individual
capacity, but solely as Trust

By:

Name:
Title:

Section 2.4 Temporary Senior Notes.

(a) Pending the preparation of definitive ®eMNotes, the Company may execute, and upon Compatgr the Trustee shall authenticate
and deliver, temporary Senior Notes that are painithographed, typewritten, mimeographed or atlige produced, in any denomination,
substantially of the tenor of the definitive Seriiwotes in lieu of which they are issued and witbhsappropriate insertions, omissions,
substitutions and other variations as the offiexecuting such Senior Notes may determine, as eedeby their execution of such Senior
Notes.

(b) If temporary Senior Notes are issued Gbenpany will cause definitive Senior Notes to bepgared without unreasonable delay. After
the preparation of definitive Senior Notes, thepenary Senior Notes shall be exchangeable for i#BnSenior Notes upon surrender of the
temporary Senior Notes at the office or agencyhef@ompany designated for that purpose withoutgehtr the Holder. Upon surrender for
cancellation of any one or more temporary Senideslahe Company shall execute and the Trustekalthenticate and deliver in exchange
therefor one or more definitive Senior Notes of anyhorized denominations having the same Origssale Date and Stated Maturity and
having the same terms as such temporary SeniosNGtgil so exchanged, the temporary Senior Ndtedl 81 all respects be entitled to the
same benefits under this Indenture as definitiva@eNotes.

Section 2.5 Definitive Senior Notes.

The definitive Senior Notes shall be printiétipgraphed or engraved, or produced by any coatliin of these methods, if required by .
securities exchange on which the Senior Notes radisted, on a steel engraved border or steel gadraorders or may be produced in any
other manner permitted by the rules of any seesriéxchange on which the Senior Notes may be Jiateds determined by the officers
executing such Senior Notes, as evidenced by éxeicution of such Senior Notes.
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ARTICLE Il
THE SENIOR NOTES

Section 3.1 Payment of Principal and Interest

(a) The unpaid principal amount of the Seiotes shall bear interest at a fixed rate equ@l7@% per annum through the Interest
Payment Date in June 2011 and thereafter at ablaniate equal to LIBOR plus 4.20% per annum yo&itl or duly provided for, such inter.
to accrue from and including the Original Issueéat from and including the most recent Intereginiant Date to which interest has been
paid or duly provided for to but excluding the seeding Interest Payment Date, and any overdueipalh@remium, if any, and any overdue
installment of interest shall bear Additional Irgst at the rate equal to a fixed rate equal to%.p&r annum through the Interest Payment
Date in June 2011 and thereafter at a variable @$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 suchuts are due to but excluding the dates
such amounts are paid or funds for the paymentetii@re made available for payment.

(b) Interest and Additional Interest on anyiSeNote that is payable, and is punctually paidwly provided for, on any Interest Payment
Date shall be paid to the Person in whose nameStraibr Note (or one or more Predecessor Seniad)l@ registered at the close of
business on the Regular Record Date for such sttezrcept that interest and any Additional Intepagable on the Stated Maturity (or any
date of principal repayment upon early maturityjref principal of a Senior Note or on a Redempbarte shall be paid to the Person to wil
principal is paid. The initial payment of interest any Senior Note that is issued between a ReRdaord Date and the related Interest
Payment Date shall be payable as provided in seafoBENote.

(c) Any interest on any Senior Note that ie dimd payable, but is not timely paid or duly pded for, on any Interest Payment Date for
Senior Notes (herein called “ Defaultederest”) shall forthwith cease to be payableh itegistered Holder on the relevant Regular Record
Date by virtue of having been such Holder, and dbefaulted Interest may be paid by the Companits &iection in each case, as provide
paragraph (i) or (ii) below:

(i) The Company may elect to make paymenngfefaulted Interest to the Persons in whose ndheSenior Notes (or their
respective Predecessor Senior Notes) are registetbd close of business on a Special Record Datee payment of such Defaulted
Interest (a “ Special Record Ddje which shall be fixed in the following mannert keast thirty (30) days prior to the date of theposed
payment, the Company shall notify the Trustee iitimg of the amount of Defaulted Interest proposetle paid on each Senior Note and
the date of the proposed payment, and at the semadliie Company shall deposit with the Trusteeraaumt of money equal to the
aggregate amount proposed to be paid in respettobf Defaulted Interest or shall make arrangensaiisfactory to the Trustee for such
deposit prior to the date of the proposed paynwrh money when deposited to be held in trustferenefit of the Persons entitled to
such Defaulted Interest. Thereupon the Trustee fihal Special Record Date
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for the payment of such Defaulted Interest, whicllsbe not more than fifteen (15) days and nat than ten (10) days prior to the date of
the proposed payment and not less than ten (18)afésr the receipt by the Trustee of the noticthefproposed payment. The Trustee
shall promptly notify the Company of such Speciat®d Date and, in the name and at the expense @dampany, shall cause notice of
the proposed payment of such Defaulted Interestlam®&pecial Record Date therefor to be mailed &ilass, postage prepaid, to each
Holder of a Senior Note at the address of such étdd it appears in the Securities Register nettlean ten (10) days prior to such Special
Record Date. Notice of the proposed payment of efaulted Interest and the Special Record Dateetbehaving been so mailed, such
Defaulted Interest shall be paid to the Persomghiose names the Senior Notes (or their respectiegdeessor Senior Notes) are registered
on such Special Record Date; or

(i) The Company may make payment of any Didalinterest in any other lawful manner not indstent with the requirements of any
securities exchange or automated quotation systewhich the Senior Notes may be listed, tradeduated and, upon such notice as may
be required by such exchange or automated quotsyistem (or by the Trustee if the Senior Notesatdisted), if, after notice given by
the Company to the Trustee of the proposed paymastuant to this clause, such payment shall be éégmacticable by the Trustee.

(d) Payments of interest on the Senior Notedl nclude interest accrued to but excludingréepective Interest Payment Dates. During
the Fixed Rate Period, the amount of interest payfaip any interest period shall be computed onlddsss of a three hundred sixty (360)-day
year of twelve (12) thirty (3+day months and the amount payable for any partiabg shall be computed on the basis of the actuidber o
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 peviillbe 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 aiayd interest on the Senior Notes shall be madedh soin 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 Senior Notes shall laelenat the Place of Payment upon surrender of Sestor Notes 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 (BOkiness Days prior to the date for
payment by the Person entitled thereto unless prupten transfer instructions have not been neegiby the relevant record date, in which
case such payments shall be made by check maitbe eddress of such Person as such address gpe#iran the Security Register.

() The parties hereto acknowledge and adraethe Holders have certain rights to direct tbenBany to modify the Interest Payment
Dates and corresponding Redemption Date and Stéaéatity of the Senior Notes or a portion of theni®e Notes pursuant to the Purchase
Agreement. In the event any such modificationsnaa€ele to the Senior Notes or a portion of the
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Senior Notes, appropriate changes to the form nfdBé&lote set forth in Article lhereof shall be made prior to the issuance anceatidatior
of new or replacement Senior Notes. Any such madtifdbn of the Interest Payment Dates and correspgriRedemption Date and Stated
Maturity with respect to any Senior Notes or tranoli Senior Notes shall not require or be subjethé consent of the Trustee.

(9) Subject to the foregoing provisions oftBiection 3.1each Senior Note delivered under this Indenturenupansfer of or in exchange
for or in lieu of any other Senior Note shall catimg rights to interest accrued and unpaid, arattoue, that were carried by such other Se
Note.

(h) The Senior Notes will rank pari passu vatith other and the Company’s other senior unsgaliggations, other than such senior
unsecured obligations constituting Permitted Delihe extent set forth in Article XIfrom time to time outstanding.

Section 3.2 Denominations.

The Senior Notes shall be in registered foritheut coupons and shall be issuable in minimunod@nations of $100,000 and any integ
multiple of $1,000 in excess thereof.

Section 3.3 Execution, Authentication, Deliwand Dating.

(a) At any time and from time to time aftee taxecution and delivery of this Indenture, the @any may deliver Senior Notes in an
aggregate principal amount (including all then @nding Senior Notes) not in excess of Thirty MitliDollars ($30,000,000) executed by
Company to the Trustee for authentication, togethtir a Company Order for the authentication and/dey of such Senior Notes, and the
Trustee in accordance with the Company Order shdienticate and deliver such Senior Notes. Inestitating such Senior Notes, and
accepting the additional responsibilities undes thdenture in relation to such Senior Notes, thestBe shall be entitled to receive, and shall
be fully protected in relying upon:

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

(i) an Opinion of Counsel stating that: (lih Senior Notes, when authenticated and delivieyetie Trustee and issued by the
Company in the manner and subject to any condispesified in such Opinion of Counsel, will constit, and the Indenture constitutes,
valid and legally binding obligations of the Compaaach enforceable in accordance with its termisjest to bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium aimdilar laws of general applicability relatingdo affecting creditors’ rights and to
general equity principles; (2) the Senior Notesehbgen duly authorized and executed by the Comaadyhave been delivered to the
Trustee for authentication in accordance with thi&enture; (3) the Senior Notes are not requirdaetoegistered under the Securities Act;
and (4) the Indenture is not required to be qualifinder the Trust Indenture Act.

(b) The Senior Notes shall be executed onlbehthe Company by its Chairman of the Board Mise Chairman of the Board, its Chief
Executive Officer, its President or one of its Vieesidents. The signature of any of these offioarthe Senior Notes may be manual or
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facsimile. Senior Notes bearing the manual or faitsisignatures of individuals who were at any tithe proper officers of the Company
shall bind the Company, notwithstanding that sunctividuals or any of them have ceased to hold siffites prior to the authentication and
delivery of such Senior Notes or did not hold saffites at the date of such Senior Notes.

(c) No Senior Note shall be entitled to anpdfé under this Indenture or be valid or obliggtéor any purpose, unless there appears on
such Senior Note a certificate of authenticatidnssantially in the form provided for herein execlby the Trustee by the manual signatur
one of its authorized signatories, and such ceati® upon any Senior Note shall be conclusive egigeand the only evidence, that such
Senior Note has been duly authenticated and detivieereunder. Notwithstanding the foregoing, if 8eypior Note shall have been
authenticated and delivered hereunder but nevaeedsand sold by the Company, and the Company Ishedl delivered such Senior Note to
the Trustee for cancellation as provided in SecBidfor all purposes of this Indenture such Senior Nebigll be deemed never to have been
authenticated and delivered hereunder and shadirieventitled to the benefits of this Indenture.

(d) Each Senior Note shall be dated the dfits authentication.

Section 3.4 Global Senior Notes.

(a) The Senior Notes issued on the OrigirmldsDate shall be in the form of Global Senior Notpon the election of any Holder holding
a definitive Senior Note after the Original Issuat® which election need not be in writing, theiBeNotes owned by such Holder shall be
issued in the form of one or more Global Seniordsakgistered in the name of the Depositary aratsinee. Each Global Senior Note issued
under this Indenture shall be registered in theeafithe Depositary designated by the Companyuoh $&lobal Senior Note or a nominee
thereof and delivered to such Depositary or a nemthereof or custodian therefor (which may beTtustee), and each such Global Senior
Note shall constitute a single Senior Note foipaliposes of this Indentur

(b) Notwithstanding any other provision ingtidenture, no Global Senior Note may be exchaigedhole or in part for registered Ser
Notes, and no transfer of a Global Senior Note il or in part may be registered, in the namengfRerson other than the Depositary
such Global Senior Note or a nominee thereof ur(i¢ssich Depositary advises the Trustee and thegamy in writing that such Depositary
is no longer willing or able to properly dischaitgeresponsibilities as Depositary with respectuoh Global Senior Note, and no qualified
successor is appointed by the Company within ni(@@y days of receipt by the Company of such netigesuch 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 stdtiat the Company elects to termin
the book-entry system through the Depositary grdivEvent of Default shall have occurred and beicaing. Upon the occurrence of any
event specified in clause (i), (ii), (i) or (igbove in this Section 3.4(kije Trustee shall notify the Depositary and ingttbe Depositary to
notify all owners of beneficial interests in suctok&al Senior Note of the occurrence of such evadtaf the availability of Senior Notes to
such owners of beneficial interests requestingstime. The Trustee may
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conclusively rely, and be protected in relying, nplee written identification of the owners of beio&fl interests furnished by the Depositary,
and shall not be liable for any delay resultingrira delay by the Depositary. Upon the issuanceidf Senior Notes and the registration in
the Securities Register of such Senior Notes im#draes of the Holders of the beneficial interdstsdin, the Trustees shall recognize such
holders of beneficial interests as Holders.

(c) If any Global Senior Note is to be excheshdor other Senior Notes or canceled in partf another Senior Note is to be exchanged in
whole or in part for a beneficial interest in anlpkal Senior Note, then either (i) such Global eMNote shall be so surrendered for exchi
or cancellation as provided in this Article dt (ii) the principal amount thereof shall be regdor increased by an amount equal to (x) the
portion thereof to be so exchanged or canceleg)ah¢ principal amount of such other Senior Notbé so exchanged for a beneficial
interest therein, as the case may be, by means aparopriate adjustment made on the records ddénarities Registrar, whereupon the
Trustee, in accordance with the Applicable DepogiRrocedures, shall instruct the Depositary oaitthorized representative to make a
corresponding adjustment to its records. Upon aieh surrender or adjustment of a Global Senior Mgtthe Depositary, accompanied by
registration instructions, the Company shall exeaurtd the Trustee shall authenticate and deliveSamior Notes issuable in exchange for
such Global Senior Note (or any portion thereofddeordance with the instructions of the Deposit@ihe Trustee shall not be liable for any
delay in delivery of such instructions and may dosizely rely on, and shall be fully protected @yting on, such instructions.

(d) Every Senior Note executed, authenticatedidelivered upon registration of transfer ofinoexchange for or in lieu of, a Global Ser
Note or any portion thereof shall be executed, entibated and delivered in the form of, and sha)ldbGlobal Senior Note, unless such Se¢
Note is registered in the name of a Person ottzar the Depositary for such Global Senior Note nominee thereo

(e) The Depositary or its nominee, as thestegéd owner of a Global Senior Note, shall berbker of such Global Senior Note for all
purposes under this Indenture and the Senior Natespwners of beneficial interests in a Globali@eNote shall hold such interests
pursuant to the Applicable Depositary Proceduresofdingly, any such owner’s beneficial interesai®lobal Senior Note shall be shown
only on, and the transfer of such interest shadfiiected only through, records maintained by tlepdsitary or its nominee or its Depositary
Participants. The Securities Registrar and thet@eushall be entitled to deal with the Depositanyall purposes of this Indenture relating to a
Global Senior Note (including the payment of prpatiand interest thereon and the giving of instonst or directions by owners of beneficial
interests therein and the giving of notices) asstile Holder of the Senior Note and shall haveblgations to the owners of beneficial
interests therein. Neither the Trustee nor the SiEsiRegistrar shall have any liability in respetany transfers effected by the Depositary.

(f) The rights of owners of beneficial inteies1 a Global Senior Note shall be exercised ¢migugh the Depositary and shall be limitec
those established by law and agreements betwerosuters and the Depositary and/or its Depositaryi¢ipants.
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(g9) No holder of any beneficial interest iryablobal Senior Note held on its behalf by a Defawgishall have any rights under this
Indenture with respect to such Global Senior Nabel such Depositary may be treated by the Compheylrustee and any agent of the
Company or the Trustee as the owner of such GIBeaior Note for all purposes whatsoever. None ®Gbmpany, the Trustee nor any ag
of the Company or the Trustee will have any resiiility or liability for any aspect of the recordslating to or payments made on account of
beneficial ownership interests of a Global SenioteNor maintaining, supervising or reviewing angarels relating to such beneficial
ownership interests. Notwithstanding the foregomgthing herein shall prevent the Company, the tBaisr any agent of the Company or the
Trustee from giving effect to any written certifiiman, proxy or other authorization furnished by epdsitary or impair, as between a
Depositary and such holders of beneficial interaghts operation of customary practices governimgetkercise of the rights of the Depositary
(or its nominee) as Holder of any Senior Note.

Section 3.5 Regqistration, Transfer and ExcbeaBgnerally.

(a) The Trustee shall cause to be kept aCtrporate Trust Office a register (the “ SecuritRegyister’) in which the registrar and transfer
agent with respect to the Senior Notes (the “ SgesiRegistral’), subject to such reasonable regulations as it mascpbe, shall provide f
the registration of Senior Notes and of transfeid @xchanges of Senior Notes. The Trustee shall tines also be the Securities Registrar.
The provisions of Article Vkhall apply to the Trustee in its role as SecwiRegistrar.

(b) Subject to compliance with Section 2.2(lpon surrender for registration of transfer of &@ynior Note at the offices or agencies of the
Company designated for that purpose the Comparyestexute, and the Trustee shall authenticatedatider, in the name of the designated
transferee or transferees, one or more new SertasNbf any authorized denominations of like tearat aggregate principal amount.

(c) At the option of the Holder, Senior Noteay be exchanged for other Senior Notes of anyosiztd denominations, of like tenor and
aggregate principal amount, upon surrender of #red® Notes to be exchanged at such office or agaflbenever any Senior Notes are so
surrendered for exchange, the Company shall exegntethe Trustee shall authenticate and deliierSenior Notes that the Holder making
the exchange is entitled to receive.

(d) All Senior Notes issued upon any transfeexchange of Senior Notes shall be the validgaltibns of the Company, evidencing the
same debt, and entitled to the same benefits thieindenture, as the Senior Notes surrendered apoh transfer or exchange.

(e) Every Senior Note presented or surrendienetlansfer or exchange shall be duly endorsedecaccompanied by a written instrument
of transfer in form satisfactory to the Company #mel Securities Registrar, duly executed by thedeiothereof or such Holderattorney dul
authorized in writing.

(f) No service charge shall be made to a Hdidieany transfer or exchange of Senior Notes thetCompany may require payment of a
sum sufficient to cover any tax or
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other governmental charge that may be imposednnextion with any transfer or exchange of Seniotrello

(g) Neither the Company nor the Trustee dballequired pursuant to the provisions of this i88@.5:(i) to issue, register the transfer of
or exchange any Senior Note during a period beg@at the opening of business fifteen (15) daysieethe day of selection for redemption
of Senior Notes pursuant to Article ¥hd ending at the close of business on the dayadimm of the notice of redemption or (ii) to retgis
the transfer of or exchange any Senior Note setldor redemption in whole or in part, exceptthia case of any such Senior Note to be
redeemed in part, any portion thereof not to beeetkd.

(h) The Company shall designate an officeffices or agency or agencies where Senior Notesheagurrendered for registration or
transfer or exchange. The Company initially desigashe Corporate Trust Office as its office anerey for such purposes. The Company
shall give prompt written notice to the Trustee &mthe Holders of any change in the location of sunch office or agency.

(i) The Senior Notes may only be transfered tQualified Purchaser” as such term is defime8eéction 2(a)(51) of the Investment
Company Act.

() Neither the Trustee nor the Securities iBtegr shall be responsible for ascertaining whedtmy 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 Qamy Act;provided that if a certificate is specifically required bhetexpress terms of tl
Section 3.50 be delivered to the Trustee or the Securitiggiser by a Holder or transferee of a Senior Nifte, Trustee and the Securities
Registrar shall be under a duty to receive and e@the same to determine whether or not the matéd 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 andeSt&Genior Notes.

(a) If any mutilated Senior Note is surrendei@the Trustee together with such security oeidity as may be required by the Company
or the Trustee to save each of them harmless, dhgp@ny shall execute and upon receipt thereof thetde shall authenticate and deliver in
exchange therefor a new Senior Note of like temaor @ggregate principal amount and bearing a numdtecontemporaneously outstanding.

(b) If there shall be delivered to the Trugti¢evidence to its satisfaction of the destructilmss or theft of any Senior Note and (ii) such
security or indemnity as may be required by itaweseach of the Company and the Trustee harmless, in the absence of notice to the
Company or the Trustee that such Senior Note hais dequired by hona fidepurchaser, the Company shall execute and uporriitiEm
request the Trustee shall authenticate and delivéigu of any such destroyed, lost or stolen 8eNiote, a new Senior Note of like tenor and
aggregate principal amount as such destroyedoiastblen Senior Note, and bearing a number naeooporaneously outstanding.
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(c) If any such mutilated, destroyed, losstmien Senior Note has become or is about to becluaend payable, the Company in its
discretion may, instead of issuing a new SenioeNpay such Senior Note.

(d) Upon the issuance of any new Senior Natieu this Section 3.6the Company may require the payment of a sunicgiit to cover
any tax or other governmental charge that may lpm#®d in relation thereto and any other expensekiding the fees and expenses of the
Trustee) connected therewith.

(e) Every new Senior Note issued pursuartigo3ection 3.6n lieu of any mutilated, destroyed, lost or stofsmior Note shall constitute
an original additional contractual obligation oét@ompany, whether or not the mutilated, destrolget or stolen Senior Note shall be at any
time enforceable by anyone, and shall be entitiealltthe benefits of this Indenture equally andpartionately with any and all other Senior
Notes duly issued hereund

(f) The provisions of this Section 3afe exclusive and shall preclude (to the extenfuBwall other rights and remedies with respedtite
replacement or payment of mutilated, destroyed,dostolen Senior Notes.

Section 3.7 Persons Deemed Owners

The Company, the Trustee and any agent o€tdmpany or the Trustee shall treat the Person wse/mame any Senior Note is registered
as the owner of such Senior Note for the purposecsiving payment of principal of and any intemastsuch Senior Note and for all other
purposes whatsoever, and neither the Company,rtist€e nor any agent of the Company or the Trigdtak be affected by notice to the
contrary.

Section 3.8 Cancellation

All Senior Notes surrendered for payment, nepliion, transfer or exchange shall, if surrendeoegny Person other than the Trustee, be
delivered to the Trustee, and any such Senior NwtdsSenior Notes surrendered directly to the €rufdr any such purpose shall be
promptly canceled by it. The Company may at anetdeliver to the Trustee for cancellation any SeNiotes previously authenticated and
delivered hereunder that the Company may have watjin any manner whatsoever, and all Senior Netedelivered shall be promptly
canceled by the Trustee. No Senior Notes shallubeeaticated in lieu of or in exchange for any $elotes canceled as provided in this
Section 3.8except as expressly permitted by this Indenturec#@hceled Senior Notes shall be retained or desppa$ by the Trustee in
accordance with its customary practices and thst&eushall deliver to the Company a certificatsuwth disposition.

Section 3.9 Agreed Tax Treatment

Each Senior Note issued hereunder shall peaidt the Company and, by its acceptance or atignisf a Senior Note or a beneficial
interest therein, the Holder of, and any Persohabquires a direct or indirect beneficial interi@estsuch Senior Note, intend and agree to treat
such Senior Note as indebtedness of the Companyriibed States federal, state and local tax
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purposes. The provisions of this Indenture shalhberpreted to further this intention and agreenoéithe parties.
Section 3.10 CUSIP Numbers

The Company in issuing the Senior Notes may*G&SIP” numbers (if then generally in use), aihdp, the Trustee shall use “CUSIP”
numbers in notices of redemption and other sindtanelated materials as a convenience to Holdeowighed, that any such notice or other
materials may state that no representation is raade the correctness of such numbers either ategron the Senior Notes or as contained in
any notice of redemption or other materials andlrthigance may be placed only on the other ider@ifon numbers printed on the Senior
Notes, and any such redemption shall not be afidzyeany defect in or omission of such numb

ARTICLE IV
SATISFACTION AND DISCHARGE

Section 4.1 Satisfaction and Discharge oéiridre.

This Indenture shall, upon Company Requesis&¢o be of further effect (except as to any singirights of registration of transfer or
exchange of Senior Notes herein expressly providednd as otherwise provided in this Section)dahd the Trustee, on written demand of
and at the expense of the Company, shall execapepinstruments acknowledging satisfaction andhdiege of this Indenture, when

(a) either

(i) all Senior Notes theretofore authenticadad delivered (other than (A) Senior Notes thaeHzeen mutilated, destroyed, lost or
stolen and that have been replaced or paid asdadvh Section 3.6nd (B) Senior Notes for whose payment money hexgthbfore been
deposited in trust or segregated and held in byshe Company and thereafter repaid to the Companjscharged from such trust as
provided in Section 10.Phave been delivered to the Trustee for cancefiatr

(ii) all such Senior Notes not theretoforeiviled to the Trustee for cancellation
(A) have become due and payable; or
(B) will become due and payable at their Staaturity within one (1) year of the date of dejposr

(C) are to be called for redemption within g¢heyear under arrangements satisfactory to thistée for the giving of notice of
redemption by the Trustee in the name, and atxtperese, 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 theeney or currencies in which the Senior Notes ayabie, (y)
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Government Obligations which through the schedplegiment of principal and interest in respect theieaccordance with their terms

will provide, not later than the due date of anymant, money in an amount or (z) a combinationgbgrin each case sufficient, in the
opinion of a nationally recognized firm of indepentlpublic accountants expressed in a writtenfaetion thereof delivered to the
Trustee, to pay and discharge the entire indebt=dore such Senior Notes not theretofore deliverele Trustee for cancellation, for
principal and any premium and interest (including Additional Interest) to the date of such dep@sithe case of Senior Notes that have
become due and payable) or to the Stated Matwitgrfy date of principal repayment upon early nigfuor Redemption Date, as the ci
may be;

(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 compliel. wi

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

Section 4.2 Application of Trust Money

Subject to the provisions of Section 10.2¢H)money deposited with the Trustee pursuant wi&e 4.1shall be held in trust and applied
by the Trustee, in accordance with the provisidith® Senior Notes and this Indenture, to the payrimeaccordance 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.

ARTICLE V
REMEDIES

Section 5.1 Events of Default

“ Event of Default means, wherever used herein with respect to émos Notes, any one of the following events (whkatehe reason for
such Event of Default and whether it shall be vtdanor involuntary or be effected by operatiorasf or pursuant to any judgment, decre
order of any court or any order, rule or regulatddmny administrative or governmental body):
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(a) default in the payment of any interestrupay Senior Note, including any Additional Interesrespect thereof, when it becomes due
and payable, and continuance of such default fmrand of thirty (30) days; or

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

(c) default in the performance, or breachammf covenant or warranty of the Company in thishidre or the Purchase Agreement and
continuance of such default or breach for a peoiathirty (30) days after there has been giventdgistered or certified mail, to the Company
by the Trustee or to the Company and the Trustabdidolders of at least twenty-five percent (258@ggregate principal amount of the
Outstanding Senior Notes a written notice specifysach default or breach and requiring it to beagied and stating that such notice is a
“Notice of Default” hereunder (a “ Notice of Defall); provided,that any default in the performance or breach efdbvenant set forth in
Section 10.&hall constitute an Event of Default immediatelypnsuch default or breach (without any obligatibthe Trustee or the Holde
to deliver a Notice of Default) and the Holderslshave the immediate right to exercise all remsdjeanted to the Holders under this
Indenture; or

(d) the entry by a court having jurisdictionthe premises of a decree or order adjudging tmapgany a bankrupt or insolvent, or
approving as properly filed a petition seeking gamization, arrangement, adjustment or composdfarr 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 suclertlecree 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 baptays 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 gerelly 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; Resagsand 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 Senior Notes may declare the princpaunt of all the Senior Notes to be
immediately due and payable, by a notice in writtighe Company (and to the Trustee if given byddad).
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(b) At any time after such a declaration afederation with respect to Senior Notes has beeteraad before a judgment or decree for
payment of the money due has been obtained byrtis€ek as hereinafter provided in this Article tie Holders of a majority in aggregate
principal amount of the Outstanding Senior Notgswhtten notice to the Trustee, may rescind anmtusuch declaration and its
consequences if:

(i) the Company has paid or deposited withTthestee a sum sufficient to pay:
(A) all overdue installments of interest ohZ¢nior Notes;
(B) any accrued Additional Interest on all BeiNotes;

(C) the principal of and any premium on anpi8eNotes that have become due otherwise thamdbly declaration of acceleration
and interest (including any Additional Interestbon at the rate borne by the Senior Notes;

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

(E) all sums paid or advanced by the Holdergtinder and the reasonable fees, expenses, distents and advances of the
Holders and their agents and counsel in conneetitinthe relevant default; and

(ii) all Events of Default with respect to $@nNotes, other than the non-payment of the ppalkof Senior Notes that has become
due solely by such acceleration, have been curedimed as provided in Section 5.13;

No such rescission shall affect any subsequentuttefaimpair any right consequent there

Section 5.3 Collection of Indebtedness andsSar Enforcement by Trustee.

(a) The Company covenants that if:

(i) default is made in the payment of anyaiistent of interest (including any Additional Ingst) on any Senior Note when such
interest becomes due and payable and such defetihaes for a period of thirty (30) days; or

(ii) default is made in the payment of thenpipal of and any premium on any Senior Note atMlaturity thereof;

the Company will, upon demand of the Trustee, papé¢ Trustee, for the benefit of the Holders affts8enior Notes, the whole amount then
due and payable on such Senior Notes for prineipdlany premium and interest (including any Addaiointerest) and, in addition thereto,
all amounts owing the Trustee under Sectiona®® all sums paid or advanced by the Holders helemend the reasonable fees, expenses,
disbursements and advances of the Holders andatpeits and counsel in connection with such default
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(b) If the Company fails to pay such amouptshiwith 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 prassceh proceeding to judgment or final
decree, and may enforce the same against the Cgropamy other obligor upon such Senior Notes ailgct the moneys adjudged or
decreed to be payable in the manner provided byolavef the property of the Company or any othdigol upon the Senior Notes, wherever
situated.

(c) If an Event of Default with respect to #&rNotes occurs and is continuing, the Trustee matg discretion proceed to protect and
enforce its rights and the rights of the Holder§ehior Notes by such appropriate judicial procegslias the Trustee shall deem most
effectual to protect and enforce any such rightstiver for the specific enforcement of any covearigreement in this Indenture or in aid
of the exercise of any power granted herein, @norce any other proper remedy.

Section 5.4 Trustee May File Proofs of Claim.

In case of any receivership, insolvency, kifgion, bankruptcy, reorganization, arrangementisaichent, composition or similar judicial
proceeding relative to the Company (or any othéigobupon the Senior Notes), its property or itsditors, the Trustee shall be entitled and
empowered, by intervention in such proceeding beutise, to take any and all actions authorizeéureder in order to have claims of the
Holders and the Trustee allowed in any such prangeth particular, the Trustee shall be authoritedollect and receive any moneys or
other property payable or deliverable on any su&ims and to distribute the same; and any custodéiver, assignee, trustee, liquidator,
sequestrator or other similar official in any siatlicial proceeding is hereby authorized by eacldeloto make such payments to the Trustee
and, in the event that the Trustee shall consetfitetanaking of such payments directly to the Had# first pay to the Trustee any amount
due it for the reasonable compensation, expengdsjrdements and advances of the Trustee, itssagadtcounsel, and any other amounts
owing the Trustee, any predecessor Trustee and B#rsons under Section 6.6.

Section 5.5 Trustee May Enforce Claim WithBuossession of Senior Notes.

All rights of action and claims under this émdure or the Senior Notes may be prosecuted dodced by the Trustee without the
possession of any of the Senior Notes or the ptamtuthereof in any proceeding relating theretal any such proceeding instituted by the
Trustee shall be brought in its own name as trustea express trust, and any recovery of judgraball after provision for the payment of
the amounts owing the Trustee, any predecessoteErasid other Persons under Section 6&for the ratable benefit of the Holders of the
Senior Notes in respect of which such judgmentdess recovered.

Section 5.6 Application of Money Collected.

Any money or property collected or to be agglby the Trustee with respect to the Senior Nptesuant to this Article \8hall be applied
in the following order, at the date or dates fixgdthe Trustee and, in case of the distributiosuwth money or property on account of
principal or any premium or interest (including algditional Interest), upon presentation of
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the Senior Notes and the notation thereon of tlyenpat if only partially paid and upon surrendendué if fully paid:
FIRST: To the payment of all amounts due thestee, any predecessor Trustee and other Persdas Section 6.6;

SECOND: To the payment of the amounts thenathgeunpaid upon the Senior Notes for principal amg premium and interest (includi
any Additional Interest) in respect of which or tbe benefit of which such money has been collectddbly, without preference or priority
any kind, according to the amounts due and payabthe Senior Notes for principal and any premiund imterest (including any Additional
Interest), respectively; and

THIRD: The balance, if any, to the Person ersBns entitled thereto pursuant to the terms hereo
Section 5.7 Limitation on Suits.

Subject to Section 5.8p Holder of any Senior Notes shall have any righistitute any proceeding, judicial or otherwiggéth respect to
this Indenture or for the appointment of a custodiaceiver, assignee, trustee, liquidator, secatest(or other 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 Senior Notes;

(b) the Holders of not less than a majoritagyregate principal amount of the Outstanding @exotes shall have made written request to
the Trustee to institute proceedings in respestioh Event of Default in its own name as Trustaeuraer;

(c) such Holder or Holders have offered toThastee reasonable indemnity against the cospgereses 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 writirequest has been given to the Trustee duringsixth(60)-day period by the Holders of a
majority in aggregate principal amount of the Cansling Senior Notes;

it being understood and intended that no one oembsuch Holders shall have any right in any mamdtever by virtue of, or by availing
itself of, any provision of this Indenture to affedisturb or prejudice the rights of any other ¢tk of Senior Notes, or to obtain or to seek to
obtain priority or preference over any other oftstiolders or to enforce any right under this Indest except in the manner herein provided
and for the equal and ratable benefit of all suckdlrs.
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Section 5.8 Unconditional Right of HoldersReceive Principal, Premium, if any, and Interest.

Notwithstanding any other provision in thislémture, the Holder of any Senior Note shall h&eeright, which is absolute and
unconditional, to receive payment of the principhnd premium, if any, on such Senior Note akbMgdurity and payment of interest
(including any Additional Interest) on such Serifwte when due and payable and to institute suitferenforcement of any such payment,
and such right shall not be impaired without thesemt of such Holder.

Section 5.9 Restoration of Rights and Remedies

If the Trustee or any Holder has institutegl proceeding to enforce any right or remedy unldisr lihdenture and such proceeding has beer
discontinued or abandoned for any reason, or haxs éetermined adversely to the Trustee or suchdiolden and in every such case the
Company, the Trustee and such Holder shall, suljeanty determination in such proceeding, be redtseverally and respectively to their
former positions hereunder, and thereafter alltségimd remedies of the Trustee and such Holder ahatinue as though no such proceeding
had been instituted.

Section 5.10 Rights and Remedies Cumulative.

Except as otherwise provided in Section 3.8¢f)right or remedy herein conferred upon or restteahe Trustee or the Holders is
intended to be exclusive of any other right or rdmend every right and remedy shall, to the expeninitted 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 anyddolof any Senior Notes to exercise any right oredy accruing 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 mayer@sed from time to time, and as often as magldmmed
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 Seniatell shall have the right to direct the tii
method and place of conducting any proceedingrigiramedy available to the Trustee or exercisingteust or power conferred on the
Trustee; providedhat:

(a) such direction shall not be in conflictiwany rule of law or with this Indenture;
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(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, rezsaly determine that the proceeding so directedavioe 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 @exotes may waive any past Event of
Default hereunder and its consequences except amt Bf Default:

(i) in the payment of the principal of, premmipif any, or interest (including any Additionakénest) on any Outstanding Senior Note
(unless such Event of Default has been cured am@tmpany has paid to or deposited with the Trustaem sufficient to pay all
installments of interest (including any Additionaterest) due and past due and all principal of @meenium, if any, on all Senior Notes ¢
otherwise than by acceleration); or

(ii) in respect of a covenant or provisiondwdrthat under Article IX¢annot be modified or amended without the conskeaoch Holder
of any Outstanding Senior Note.

(b) Any such waiver shall be deemed to be emalf of the Holders of all the Outstanding SemNotes.

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

Section 5.14 Undertaking for Costs.

All parties to this Indenture agree, and edolder of any Senior Note by his or her acceptaheecof shall be deemed to have agreed, tha
any court may in its discretion require, in anyt $oii the enforcement of any right or remedy uritiés Indenture, or in any suit against the
Trustee for any action taken or omitted by it agstee, the filing by any party litigant in suchtsafian undertaking to pay the costs of such
suit, and that such court may in its discretioreasgeasonable costs, including reasonable attgrfems and expenses, against any party
litigant in such suit, having due regard to theiteeand good faith of the claims or defenses madsulsh party litigant; providedhowever,
that the provisions of this Section 5.44all not apply to any suit instituted by the Tagstto any suit instituted by any Holder, or grofip
Holders, holding in the aggregate more than tenquer(10%) in aggregate principal amount of thes@uiding Senior Notes, or to any suit
instituted by any Holder for the enforcement of plagyment of the principal of or premium, if any, the Senior Note after the Stated Maturity
or any interest (including any Additional Interest) any Senior Note after it is due and payable.
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Section 5.15 Waiver of Usury, Stay or Extendiaws.

The Company covenants (to the extent thatit lawfully 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 emhetew or at any time hereafter in force,
which may affect the covenants or the performarichis Indenture; and the Company (to the exteat ithmay lawfully do so) hereby
expressly waives all benefit or advantage of 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.

ARTICLE VI
THE TRUSTEE
Section 6.1 Corporate Trustee Required.

There shall at all times be a Trustee hereuwith respect to the Senior Notes. The Trusted bkaa corporation or national banking
association organized and doing business undéawseof the United States or of any state theraaihorized to exercise corporate trust
powers, having a combined capital and surplus bzt $50,000,000, subject to supervision or eratin by federal or state authority and
having an office within the United States. If suttity publishes reports of condition at least alyy pursuant to law or to the requirements
of such supervising or examining authority, them,the purposes of this Section &He combined capital and surplus of such entityl &lea
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 6.1, shall resign immediately in the manner and wiith effect
hereinafter specified in this Article VI.

Section 6.2 Certain Duties and Responsitslitie

(a) Except during the continuance of an Eéidefault:

(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 thifehiture 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 opisithat by any provision hereof are specificallyuieed to be furnished to the
Trustee, the Trustee shall be under a duty to exathie same to determine whether or not they suiistst 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,gbrédr to the receipt of directions, if any,
from the Holders of at least a majority in aggregaincipal amount of the Outstanding Senior Notegycise such of the rights and
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powers vested in it by this Indenture, and usestiiee degree of care and skill in its exercise,@sident person would exercise or use under
the circumstances in the conduct of such persomfsaffairs.

(c) Notwithstanding the foregoing, no provisiaf this Indenture shall require the Trustee tpegd or risk its own funds or otherwise in
any financial liability in the performance of ankits 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$ibility is not reasonably assured to
it. Whether or not therein expressly so providee provision of this Indenture relating to thendact or affecting the liability of or
affording protection to the Trustee shall be sutije¢he provisions of this Section 6T the extent that, at law or in equity, the Trestas
duties and liabilities relating to the Holders, ffrastee shall not be liable to any Holder for Thastee’s good faith reliance on the provisions
of this Indenture. The provisions of this Indentucethe extent that they restrict the duties aadilities of the Trustee otherwise existing at
law or in equity, are agreed by the Company andHiblders to replace such other duties and liabgitf the Trustee.

(d) No provisions of this Indenture shall lmmstrued 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 iy good faith in accordance with the
direction of the Holders of at least a majorityamgregate principal amount of the Outstanding Sewates (or such other percentage as
may be required by the terms hereof) relating éotitme, method and place of conducting any procegftir any 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 breistunder need not be segregated from other fumepeto 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; providedthat except in the case of a default in the payrogtite principal of or
any premium or interest on any Senior Notes, thestBe shall be fully protected in withholding thaice if and so long as the board of
directors, the executive committee or a trust cottemiof directors and/or Responsible Officers ef Thustee in good faith determines that
withholding the notice is in the interest of Holgleand provided further, that in the case of any default of the charaspecified in
Section 5.1(c)no such notice to Holders shall be given until
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at least thirty (30) days after the occurrencedber-or the purpose of this Section 6tBe term “ default means any event which is, or after
notice or lapse of time or both would become, aariEwf 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, debenture,
note or other paper or document reasonably belibyatito be genuine and to have been signed @epted 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, (i) in
construing any of the provisions of this Indenttime Trustee finds ambiguous or inconsistent with @her provisions contained herein or
(iii) the Trustee is unsure of the application nf arovision of this Indenture, then, except aarig matter as to which the Holders are entitled
to decide under the terms of this Indenture, thestere shall deliver a notice to the Company redugeite Company’s written instruction as
to the course of action to be taken and the Truste# take such action, or refrain from takingtsaction, as the Trustee shall be instructed in
writing to take, or to refrain from taking, by t@mpany; providedhat if the Trustee does not receive such inswastirom the Company
within ten (10) Business Days after it has delidesach notice or such reasonably shorter peridonaf set forth in such notice the Trustee
may, but shall be under no duty to, take such actiorefrain from taking such action, as the Teasthall deem advisable and in the best
interests of the Holders, in which event the Traestieall 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 Coynaany of its Affiliates, and may
include any of its employees) and the advice ohsatnsel or any Opinion of Counsel shall be foll @omplete authorization and protection
in respect of any action taken, suffered or omiligdt hereunder in good faith and in reliance ¢wer,

(e) the Trustee shall be under no obligatmaxercise any of the rights or powers vested iy ithis Indenture at the request or direction of
any of the Holders pursuant to this Indenture, sskich Holders shall have offered to the Trusteargty or indemnity reasonably
satisfactory to it against the costs, expensesu@intg 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 statedrig resolution, certificate, statement,
instrument, opinion, report, notice, request,
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direction, consent, order, bond, indenture, notetloer paper or document, but the Trustee in gsrdtion may make such inquiry or
investigation into such facts or matters as it roeg fit, and, if the Trustee shall determine to enstkch inquiry or investigation, it shall be
entitled to examine the books, records and prenude Company, personally 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 due by it hereunder;

(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 prineipalunt of Outstanding Senior Notes
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 providedHisy Indenture, the Trustee shall not be underadotigation 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 5.5uch expenses (including legal fees and expendesaijents and counsel) and the compensationufidr services ar
intended to constitute expenses of administratimteu any bankruptcy laws or law relating to creditoghts generally;

(k) whenever in the administration of this énéure 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 klealge of any Event of Default unless either (i)esponsible Officer of the Trustee shall have
actual knowledge or (ii) the Trustee shall havesineed written notice thereof from the Company ¢tader; and

(m) in the event that the Trustee is alsongcsis Paying Agent, Authenticating Agent or SesgiRegistrar hereunder, the rights and
protections afforded to the Trustee pursuant ® Atticle VI shall also be afforded such Paying Agent, Authaiitig Agent or Securities
Registrar.
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Section 6.5 May Hold Senior Notes.

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&enior Notes and may otherwise deal with then@any with the same rights it would
have if it were not Trustee, Authenticating AgdPdying Agent, Securities Registrar or such othenag

Section 6.6 Compensation; Reimbursement; Imitgm
(a) The Company agrees:

(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 timame 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 Indenturel(iding the reasonable compensation and the exp@mskbdisbursements of its agents
and counsel), except any such expense, disbursemadtance as may be attributable to its negligebad faith or willful misconduct;
and

(iii) to the fullest extent permitted by apgalble law, to indemnify the Trustee (includingtsmindividual capacity) and its Affiliates, and
their officers, directors, shareholders, agengmasentatives and employees for, and to hold theemless against, any loss, damage,
liability, tax (other than income, franchise or @thaxes imposed on amounts paid pursuant to cl@use(ii) of this Section 6.6(a)),
penalty, expense or claim of any kind or naturetedwver incurred without negligence, bad faith difut 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 againstkamy or liability in connection with the exercise performance of any of its powers or
duties hereunder.

(b) To secure the Company’s payment obligatiorthis_ Section 6.6he Company hereby grants and pledges to the Erasté the Truste
shall have a lien prior to the Senior Notes omradhey or property held or collected by the Trusttleer than money or property held in trust
to pay principal and interest on particular SemNotes. Such lien shall survive the satisfaction disdharge 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 liablesfioy indirect, special, punitive or consequeritas or damage of any kind whatsoever,
including, but not limited to, lost profits, evefrthe Trustee has been advised of the likelihoosuch loss or damage and regardless of the
form of action.
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(e) In no event shall the Trustee be liabteafoy failure or delay in the performance of itdéigdtions hereunder because of circumstances
beyond its control, including, but not limited tGts of God, flood, war (whether declared or uraied), terrorism, fire, riot, embargo,
government action, including any laws, ordinancegulations, governmental action or the like whdeay, restrict or prohibit the providing
of the services contemplated by this Indenture.

Section 6.7 Resignation and Removal; Appoimine¢ Successor.

(a) No resignation or removal of the Trusted no appointment of a successor Trustee pursadhist Article VIshall become effective
until the acceptance of appointment by the succégsstee under Section 6.8.

(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 Sevites, delivered to the Trustee and to the Compan

(d) If the Trustee shall resign, be removetderome 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 ommiand be continuing, the Company, by a Board IRésn, shall promptly appoint a
successor Trustee, and such successor Trustebeangtiting Trustee shall comply with the appli@l@quirements of Section 618the
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 Senior Notes, shall ptyngppoint a successor Trustee, and such succé&ssstee and the retiring Trustee shall
comply with the applicable requirements of SecBdh If no successor Trustee shall have been so appdiytéhe 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 6a81y Holder who has beerbana fideHolder of a Senior Note for at least six (6) montiesy, on behalf of
such Holder and all others similarly situated, ang resigning Trustee may, at the expense of thepaay, petition 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 tgpsiall execute, acknowledge and de
to the Company and to the retiring
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Trustee an instrument accepting such appointmadttteereupon the resignation or removal of theingtiTrustee shall become effective and
such successor Trustee, without any further aet @& conveyance, shall become vested with altiges, powers, trusts and duties of the
retiring Trustee; providedhat on the request of the Company or the succdssstee, such retiring Trustee shall, upon payroéiis

charges, execute and deliver an instrument tramsfeto such successor Trustee all the rights, pswed trusts of the retiring Trustee and
shall duly assign, transfer and deliver to sucltsssor Trustee all property and money held by seiifting 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.

(c) No successor Trustee shall accept itsiappent unless at the time of such acceptance suctessor 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 suocce$she Trustee hereunder, without the executiofiling of any paper or any further act on
the part of any of the parties hereto; providadt such Person shall be otherwise qualified digibke under this Article VIIn case any
Senior Notes shall have been authenticated, budeltered, by the Trustee then in office, any sssor by merger, conversion or
consolidation or as otherwise provided above is 8gction 6.9 such authenticating Trustee may adopt such atitiadion and deliver the
Senior Notes so authenticated, and in case anySEnies shall not have been authenticated, amgessor to the Trustee may authenticate
such Senior Notes either in the name of any predecé rustee or in the name of such successoreguahd in all cases the certificate of
authentication shall have the full force whictsiprovided anywhere in the Senior Notes or in linienture that the certificate of the Trustee
shall have.

Section 6.10 Not Responsible for Recitalsssuaince of Senior Notes.

The recitals contained herein and in the Sedaies, except the Trustee’s certificates of autibation, shall be taken as the statements of
the Company, and neither the Trustee nor any Atitteing Agent assumes any responsibility for tleeirectness. The Trustee makes no
representations as to the validity or sufficien€yhis Indenture or of the Senior Notes. Neither Tiustee nor any Authenticating Agent shall
be accountable for the use or application by thea@my of the Senior Notes or the proceeds thereof.

Section 6.11 Appointment of Authenticating Age

(a) The Trustee may appoint an Authenticatiggnt or Agents with respect to the Senior Notdsctv shall be authorized to act on behalf
of the Trustee to authenticate Senior Notes issped original issue and upon exchange, registratfdransfer or partial redemption thereof
or pursuant to Section 3.8nd Senior Notes so authenticated shall be entitled
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to the benefits of this Indenture and shall bedvahid obligatory for all purposes as if authen&ddty the Trustee hereunder. Wherever
reference is made in this Indenture to the autbetitin and delivery of Senior Notes by the Trustethe Trustee’s certificate of
authentication, such reference shall be deemeatttode authentication and delivery on behalf of Thestee by an Authenticating Agent.
Each Authenticating Agent shall be acceptable ¢o0Gbmpany and shall at all times be an entity degahand doing business under the laws
of the United States of America, or of any Stat&enritory thereof or the District of Columbia, hutized under such laws to act as
Authenticating Agent, having a combined capital ancplus of not less than $50,000,000 and suljestipervision or examination by federal
or state authority. If such Authenticating Agenblishes reports of condition at least annually parg to law or to the requirements of said
supervising or examining authority, then for thegmses of this Section 6.1ie combined capital and surplus of such AuthetitigaAgent
shall be deemed to be its combined capital andisigs set forth in its most recent report of ctiadiso published. If at any time an
Authenticating Agent shall cease to be eligibladcordance with the provisions of this Section gsiith Authenticating Agent shall resign
immediately in the manner and with the effect sfeiin this_Section 6.11.

(b) Any Person into which an Authenticatingehg may be merged or converted or with which it rbayconsolidated, 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 businessroAuthenticating Agent shall be the successdahéuticating Agent hereunder; provided
that such Person shall be otherwise eligible uttdsrSection 6.11without the execution or filing of any paper or dayther act on the part
the Trustee or the Authenticating Agent.

(c) An Authenticating Agent may resign at dinye 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 6.11the Trustee may appoint a successor Authenticétgent eligible under the
provisions of this Section 6.1Which shall be acceptable to the Company, and ghadlnotice of such appointment to all HoldersyAn
successor Authenticating Agent upon acceptances apipointment hereunder shall become vested Withearights, powers and duties of its
predecessor hereunder, with like effect as if aalfly named as an Authenticating Agent.

(d) The Company agrees to pay to each Auttatinig Agent from time to time reasonable compeéosdor 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 6the, Senior Notes may have endorsed thereon, in
addition to the Trustee’s certificate of autherttma, an alternative certificate of authenticatiorihe following form:
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This is one of the Senior Notes referred to inwfittin mentioned Indenture.
Dated:

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

By:

Authenticating Agent

By:

Authorized Signatory

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 anceBéer 31 of each year, a list, in such form asltiustee 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 ifénpossession or control of the Company and hasthetwise been received by the Trustee
in its capacity as Securities Registrar.

Section 7.2 Preservation of Information, Cominations to Holders.

(a) The Trustee shall preserve, in as cuadntm as is reasonably practicable, the namesiddiksses of Holders contained in the most
recent list furnished to the Trustee as provide8ention 7.Jand the names and addresses of Holders receivite Gyustee in its capacity as
Securities Registrar. The Trustee may destroy iahfulrnished to it as provided in Section wdon receipt of a new list so furnished.

(b) The rights of Holders to communicate wither Holders with respect to their rights undés thdenture or under the Senior Notes, and
the corresponding rights and privileges of the Teesshall be as provided in the Trust Indenture Ac

(c) Every Holder of Senior Notes, by receivargl holding the same, agrees with the Companyrandirustee that neither the Company
nor the Trustee nor any agent of either of thenll blesheld accountable by reason of the disclost@iileformation as to the names and
addresses of the Holders made pursuant to the frdisiture Act.
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Section 7.3 Reports by Company.

(a) The Company shall furnish to the Holderd o prospective purchasers of Senior Notes, tipein request, the information required to
be furnished pursuant to Rule 144A(d)(4) underSkeurities Act. The delivery requirement set fantthe preceding sentence may be
satisfied by compliance with Section 7.3(b).

(b) The Company shall furnish to each oft{g Trustee, (ii) the Holders and to subsequentansldf Senior Notes, (iii) Kodiak Capital
Management Company LLC, 2107 Wilson Boulevard,&400, Arlington, Virginia 22201, Attention: Robéit Hurley or such other addre
as designated by Kodiak Capital Management Compay) and (iv) any beneficial owner of the SeniortB®reasonably identified to the
Company (which identification may be made eithesbgh beneficial owner or by Kodiak Capital ManagatmCompany LLC), a duly
completed and executed officer’s financial ceréfe substantially and substantively in the formacted hereto as Exhibit Kcluding the
financial statements referenced in such Exhibitictvlcertificate and financial statements shall béusnished by the Company not later than
forty-five (45) days after the end of each of thstfthree (3) fiscal quarters of each fiscal yafasthe Company and not later than ninety
(90) days after the end of each fiscal year ofGbenpany, or, if applicable, such shorter respeqigmods as may then be required by the
Commission for the filing by the Company of qudsteeports on Form 10-Q and annual reports on FOOAK.

(c) If the Company intends to file its annaat quarterly information with the Securities angtliange 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(bJhe Trustee’s receipt of such reports, informatiod documents shall not constitute notice to thefcontent
thereof or any matter determinable from the contiesiteof, including the Company’s compliance witly af its covenants hereunder, as to
which the Trustee is entitled to rely upon Office@srtificates.
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ARTICLE VIII
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEAS
Section 8.1 Company May Consolidate,,Edaly on Certain Terms.

The Company shall not consolidate witlmarge into any other Person or convey, transfégase its properties and assets substan
as an entirety to any Person, and no Person sirbtidate with or merge into the Company or conwansfer or lease its properties and
assets substantially as an entirety to the Companigss:

(a) if the Company shall consolidate withmerge into another Person or convey, transf&ase its properties and assets substantially
as an entirety to any Person, the entity formedumh consolidation or into which the Company isgedror the Person that acquires by
conveyance or transfer, or that leases, the piiepaahd 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 reasonsdigfactory to the Trustee, the due and
punctual payment of the principal of and any premand interest (including any Additional Interest) all the Senior Notes and the
performance of every covenant of this Indenturéhenpart of the Company to be performed or observed

(b) immediately after giving effect tockutransaction, no Event of Default, and no evieat, tafter notice or lapse of time, or both,
would constitute an Event of Default, shall havpgened and be continuing; and

(c) the Company has delivered to the fBeign Officers’ Certificate and an Opinion of Cselneach stating that such consolidation,
merger, conveyance, transfer or lease and, if plsm@ntal 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.

Section 8.2 Successor Company Substituted

(a) Upon any consolidation or merger iy Company with or into any other Person, or amyegance, transfer or lease by the
Company of its properties and assets substandalln entirety to any Person in accordance withidde8.1and the execution and delivery
the Trustee of the supplemental indenture desciib&gction 8.1 (athe successor entity formed by such consolidatianto which the
Company is merged or to which such conveyancesfeaior lease is made shall succeed to, and béitsidd for, and may exercise every
right and power of, the Company under this Indemtuith the same effect as if such successor Péadibeen named as the Company he
and in the event of any such conveyance or tranfsfdowing the execution and delivery of such slgppental indenture, the Company shall
be discharged from all obligations and covenantieuthe Indenture and the Senior Notes.
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(b) Such successor Person to the Compeayycause to be executed, and may issue either @i name or in the name of the
Company, any or all of the Senior Notes issuabtelngder that theretofore shall not have been sipgatie Company and delivered to the
Trustee; and, upon the order of such successooRarstead of the Company and subject to all thregeconditions and limitations in this
Indenture prescribed, the Trustee shall autheetiaat shall deliver any Senior Notes that previoskhll have been signed and delivered by
the officers of the Company to the Trustee for antitation, and any Senior Notes that such succ&eson thereafter shall cause to be
executed and delivered to the Trustee on its behHlfhe Senior Notes so issued shall in all respdave the same legal rank and benefit
under this Indenture as the Senior Notes theretajothereafter issued in accordance with the tedfntisis Indenture.

(c) In case of any such consolidationtgeg sale, conveyance or lease, such changesasgaiogy and form may be made in the
Senior Notes thereafter to be issued as may beppate to reflect such occurrence.

ARTICLE IX
SUPPLEMENTAL INDENTURES

Section 9.1 Supplemental Indentures witl@onsent of Holders.

Without the consent of any Holders, tlmnpany, when authorized by a Board Resolution,thedrustee, at any time and from timu
time, may enter into one or more indentures supgigat hereto, in form reasonably satisfactory ®Thustee, for any of the following
purposes:

(a) to evidence the succession of and®leeson to the Company, and the assumption bywstysiccessor of the covenants of the
Company herein and in the Senior Notes; or

(b) to evidence and provide for the atarpe of appointment hereunder by a successoe#ust

(c) to cure any ambiguity, to correcsapplement any provision herein that may be defedti inconsistent with any other provision
herein, or to make or amend any other provisiorik réspect to matters or questions arising undeitidenture, which shall not be
inconsistent with the other provisions of this Intlee; providedthat such action pursuant to this clause (c) stwlbe effected unless the
Company has delivered a written notice of such aimemt to the Holders at least twenty (20) daysrpddhe effective date of such
amendment;_providegdfurther, that such action pursuant to this clause (c) sivdladversely affect in any material respectitherests of any
Holders; or

(d) to comply with the rules and reguas of any securities exchange or automated qoaotatistem on which any of the Senior Notes
may be listed, traded or quoted; or

(e) to add to the covenants, restrictimngbligations of the Company or to add to therEs®f Default; providedhat such action
pursuant to this clause (e) shall not adverselycaih any material respect the interests of anigéts; or
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(f) to modify, eliminate or add to anyopisions of the Indenture or the Senior Notes hsextent as shall be necessary to ensure that
the Senior Notes are treated as indebtedness @fdhmpany for United States federal income tax pseppprovidedthat such action pursua
to this clause (f) shall not adversely affect iy amaterial respect the interests of any Holders.

Section 9.2 Supplemental Indentures @Witnsent of Holders.

(a) Subject to Section 9viith the consent of the Holders of not less thamagority in aggregate principal amount of the Carsling
Senior Notes, by Act of said Holders deliveredh® Company and the Trustee, the Company, when @zelddy a Board Resolution, and
Trustee may enter into an indenture or indentuneplemental hereto for the purpose of adding anyipions to or changing in any manner
or eliminating any of the provisions of this Inderg or of modifying in any manner the rights of thelders of Senior Notes under this
Indenture; providedhat no such supplemental indenture shall, withloetconsent of the Holder of each Outstanding Se\hibe:

(i) except as set forth in Section 3.1¢Hange the Stated Maturity of the principal or prgmium of any Senior Note or change the
date of payment of any installment of interestl(iding any Additional Interest) on any Senior Naiereduce the principal amount
thereof or the rate of interest thereon or any fuenpayable upon the redemption thereof or chahgelace of payment where, or the
coin or currency in which, any Senior Note or iesdrthereon is payable, or restrict or impair fghtrto institute suit for the
enforcement of any such payment on or after sutdy da

(i) reduce the percentage in aggregate gral@mount of the Outstanding Senior Notes, theseonof whose Holders is required for
any such supplemental indenture, or the consemhofe Holders is required for any waiver of commpdiawith any provision of this
Indenture or of defaults hereunder and their comseces provided for in this Indenture; or

(iif) modify any of the provisions of this Sem 9.2, Section 5.1%r Section 10.6except to increase any percentage in aggregate
principal amount of the Outstanding Senior Notke,donsent of whose Holders is required for angaeaor to provide that certain
other provisions of this Indenture cannot be medifor waived without the consent of the HolderaxdteSenior Note.

(b) It shall not be necessary for any éfctHolders under this Section @@approve the particular form of any proposed tamppntal
indenture, but it shall be sufficient if such Aba#l approve the substance thereof.

Section 9.3 Execution of Supplementakmtdres.

In executing or accepting the additianas$ts created by any supplemental indenture pehity this Article IXor 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 Counstating that the execution of such supplementadniate is authorized or permitted by this
Indenture, and that all conditions precedent hgweiwided for relating to such action have beenaed with. The Trustee may,
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but shall not be obligated to, enter into any ssighplemental indenture that affects the Trusteets ghts, duties, indemnities or immunities
under this Indenture or otherwise. Copies of thalfform of each supplemental indenture shall Beeled by the Trustee at the expense of
the Company to each Holder promptly after the etienuhereof.

Section 9.4 Effect of Supplemental Indess.

Upon the execution of any supplementa¢iriure under this Article IXhis Indenture shall be modified in accordancediwh, and
such supplemental indenture shall form a partisfitidenture for all purposes; and every Holdegefior Notes theretofore or thereafter
authenticated and delivered hereunder shall bedbthereby.

Section 9.5 Reference in Senior NoteSupplemental Indentures.

Senior Notes authenticated and delivafeat the execution of any supplemental indentumsypant to this Article IXnay, and shall if
required by the Company, bear a notation in forprayed by the Company as to any matter providedhfsuch supplemental indenture. If
the Company shall so determine, new Senior Notesadified as to conform, in the opinion of the Canp, to any such supplemental
indenture may be prepared and executed by the Qongral authenticated and delivered by the Trustexéhange for Outstanding Senior
Notes.

ARTICLE X
COVENANTS

Section 10.1 Payment of Principal, Pramiif any, and Interest.

The Company covenants and agrees fdvehefit of the Holders of the Senior Notes thatiit duly and punctually pay the principal
and any premium and interest (including any Additilbinterest) on the Senior Notes in accordanchk thi¢ terms of the Senior Notes and this
Indenture.

Section 10.2 Money for Senior Note Paytsém be Held in Trust.

(a) If the Company shall at any time asits own Paying Agent with respect to the SeNmes, it will, on or before each due date of
the principal of and any premium or interest (inidhg any Additional Interest) on the Senior NotEgregate and hold in trust for the benefit
of the Persons entitled thereto a sum sufficieqtatyp the principal and any premium or interestl(iding Additional Interest) so becoming
due until such sums shall be paid to such Persoatherwise disposed of as herein provided, anbprdimptly notify the Trustee in writing
of its failure so to act.

(b) Whenever the Company shall have armeare Paying Agents, it will, prior to 10:00 A.MNew York City time, on each due date of
the principal of and any premium or interest (inldhg any Additional Interest) on any Senior Not#sposit with a Paying Agent a sum
sufficient to pay such amount, such sum to be hsldrovided in the Trust Indenture Act
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and (unless such Paying Agent is the Trustee) tmepgany will promptly notify the Trustee of its faik so to act.

(c) The Company will cause each Payingmtdor the Senior Notes other than the Trustesxezute and deliver to the Trustee an
instrument in which such Paying Agent shall agréé the Trustee, subject to the provisions of Béstion 10.2that such Paying Agent will
(i) comply with the provisions of this Indenturedatine Trust Indenture Act applicable to it as aifg@yAgent and (ii) during the continuance
of any default by the Company (or any other obligpon the Senior Notes) in the making of any payrirerespect of the Senior Notes, upon
the written request of the Trustee, forthwith paytte Trustee all sums held in trust by such Paxiggnt for payment in respect of the Senior
Notes.

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

(e) Any money deposited with the Trusieany Paying Agent, or then held by the Compartyust for the payment of the principal of
and any premium or interest (including any Additibmterest) on any Senior Note and remaining umed for two (2) years after such
principal and any premium or interest has becongeathd payable shall (unless otherwise required dydatory provision of applicable
escheat or abandoned or unclaimed property layplieon Company Request to the Company, or (if ttedd by the Company) shall (unless
otherwise required by mandatory provision of afgllie escheat or abandoned or unclaimed properjytdawlischarged from such trust; and
the Holder of such Senior Note shall thereaftegraansecured general creditor, look only to then@any for payment thereof, and all
liability of the Trustee or such Paying Agent wifspect to such trust money, and all liabilityleé Company as trustee thereof, shall
thereupon cease; providdatat the Trustee or such Paying Agent, before besggired to make any such repayment, may at therese of th
Company cause to be published once, in a newspaéished in the English language, customarily jshigld on each Business Day and of
general circulation in the Borough of Manhattane ity of New York, notice that such money remainslaimed and that, after a date
specified therein, which shall not be less thartytiB0) days from the date of such publicationy anclaimed balance of such money then
remaining will be repaid to the Company.

Section 10.3 Statement as to Compliance.

The Company shall deliver to the Trusteighin one hundred twenty (120) days after the ehdach fiscal year of the Company ending
after the date hereof, an Officers’ Certificateb@antially in the form attached hereto as Ext#)itovering the preceding calendar year,
stating whether or not to the knowledge of the sigrthereof the Company is in default in the penimce or observance of any of the terms,
provisions and conditions of this Indenture (withoegard to any period of grace or requirementatice provided hereunder), and if the
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Company shall be in default, specifying all sucfadis and the nature and status thereof of whiely may have knowledge.
Section 10.4 Calculation Agent.

(a) The Company hereby agrees that féorsp as any of the Senior Notes remain Outstandivege will at all times be an agent
appointed to calculate LIBOR in respect of eackredt Payment Date in accordance with the ternscbédule Athe “ Calculation Agent).
The Company has initially appointed the Truste€alsulation Agent for purposes of determining LIB@&R each Interest Payment Date.
Notwithstanding the foregoing, so long as the SeNimtes are Outstanding, the Calculation Agentldieathe Trustee. If the Calculati
Agent is unable or unwilling to act as such oreisioved by the Company, the Company will promptlgapt as a replacement Calculation
Agent the London office of a leading bank whiclemgaged in transactions in three (3)-month Euraddképosits in the international
Eurodollar market and which does not control arascontrolled by or under common control with @@mpany or its Affiliates. The
Calculation Agent may not resign its duties withawtuccessor having been duly appointed.

(b) The Calculation Agent shall be reqdito agree that, as soon as possible after 11100 (Aondon time) on each LIBOR
Determination Date (as defined_in SchedulebAit, in no event later than 11:00 A.M. (London time)the Business Day immediately
following each LIBOR Determination Date, the Caltidn Agent will calculate the interest rate (theerest payment shall be rounded to the
nearest cent, with half a cent being rounded ups)dat the related Interest Payment Date, andagithmunicate such rate and amount to the
Company, the Trustee, each Paying Agent and thed$tapy. The Calculation Agent will also specifythke Company the quotations upon
which the foregoing rates and amounts are basedraady event, the Calculation Agent shall notifg Company before 5:00 P.M. (London
time) on each LIBOR Determination Date that eitl{@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 theqarss of determining the foregoing rates and amotodgsther with its reasons therefor. The
Calculation Agent’s determination of the foregomages and amounts for any Interest Payment Datgivthe absence of manifest error) be
final and binding upon all parties. For the solepmse of calculating the interest rate for the 8eNiotes, “ Business Ddyshall be defined ¢
any day on which dealings in deposits in Dollaestaansacted in the London interbank market.

Section 10.5 Additional Covenants.

(a) The Company covenants and agreeseaith Holder of Senior Notes that if an Event ofdDk shall have occurred and be
continuing, it shall not (i) declare or pay anyidends or distributions on, or redeem, purchasgyiae or make a liquidation payment with
respect to, any Equity Interests of the Compaiiyy¢ite in favor of or permit or otherwise allowyaaf its Subsidiaries to declare or pay any
dividends or distributions on, or redeem, purchasgquire or make a liquidation payment with respedr otherwise retire, any preferred
Equity Interests of such Subsidiaries or other Bauiterests entitling the holders thereof to dextaate of return (for the avoidance of doubt,
whether such preferred Equity Interests are pegbetuotherwise), or (iii) make any payment of gipal of or any interest or premium, if a
on or repay, repurchase or redeem any Debt of tmep@ny other than Permitted Debt (other than (A)
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repurchases, redemptions or other acquisitionsyaft Interests of the Company in connection witly amployment contract, benefit plan or
other similar arrangement with or for the benefiainy one or more employees, officers, directorsamsultants, in connection with a divide
reinvestment or Equity Interests purchase plam @onnection with the issuance of Equity Inter@sthe Company (or securities convertible
into or exercisable for such Equity Interests) assideration in an acquisition transaction entéméal prior to the applicable Event of Default,
(B) as a result of an exchange, conversion redieaon or combination of any class or serieshaf Company’s Equity Interests (or any
Equity Interests in a Subsidiary of the Company)diay class or series of the Company’s Equity gty or of any class or series of the
Company’s indebtedness for any class or seridseo€bmpany’s Equity Interests, (C) the purchadeastional interests in the Equity
Interests of the Company pursuant to the conveiaxchange provisions of such Equity Interestthersecurity being converted or
exchanged, (D) any declaration of a dividend inneantion with any Rights Plan, the issuance of sgkguity Interests or other property
under any Rights Plan or the redemption or repselod rights pursuant thereto or (E) any dividenthe form of Equity Interests, warrants,
options or other rights where the dividend Equitiefest or the Equity Interest issuable upon egerof such warrants, options or other rights
is the same Equity Interest as that on which thieldind is being paid or ranksri passuwith or junior to such Equity Interest).

(b) The Company shall notify in writingithin five (5) Business Days of the occurrenceadiog the Trustee and each Holder of Senior
Notes of the occurrence of a Cha-of-Control (the “ Changef-Control Notice”). Within thirty (30) days of the occurrence ofChange-of-
Control, the Depositor shall initiate a ratingsrafiation process with the Ratings Agencies to aetee if a Ratings Downgrade has occurred
as a result of such Change-of- Control. Within {8 Business Days of the completions of such gataffirmation process, the Company
shall notify in writing the Trustee and each holdé6enior Notes of the occurrence of a Changeait@| Event (the Changeof-Control
Event Noticé). If the Company shall have received, within third@) days from the Holders of Senior Notes’ receigthe Change-o€ontrol
Event Notice, written notice from any Holder of 8sriNotes of such Holder’s election to cause théeBgsance or redemption, as applicable,
of the Senior Notes as provided in this Sectiob().(the “ Changeof-Control Election’), then the Company shall (i) if such Change-of-
Control Election is received on or prior to June 3011, cause Article XIifo be applied to the Outstanding Senior Notesipif Guch
Change-of-Control Election is received after JuBe2®11, redeem the Senior Notes pursuant to Setfidl (b).

(c) The Company hereby covenants andeagteat the Company shall maintain, (i) as of tit & each fiscal quarter during 2007, a
Consolidated Tangible Net Worth (as reported inGoenpany’s balance sheet contained in the moshtg@egiodic report filed with the
Commission) in excess of $110,000,000 and (ii)fak@end of each fiscal quarter thereafter comnmenwith the Company’s first fiscal
quarter during 2008, a Consolidated Tangible NettWas reported in the Company’s balance shedtuwd in the most recent periodic
report filed with the Commission) in excess of $020,000.

(d) The Company will not permit the Leage Ratio, as of the end of each fiscal quartdsetgreater than 3.00 to 1.00.
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(e) The Company will not permit the Fixeétdarge Coverage Ratio, (i) as of the end of esclalfquarter ending March 31, 2007 and
June 30, 2007, to be less than 1.0 to 1.00 in eash for such quarter or, collectively, such quaagether with the preceding three
(3) quarters, (ii) as of the end of the fiscal qelaending September 30, 2007 to be less thantdé.5®O0 for such quarter or, collectively, such
guarter together with the preceding three (3) qusytiii) as of the end of December 31, 2007 téebe than 2.0 to 1.00 for such quarter or,
collectively, such quarter together with the preécgdhree (3) quarters and (iv) each fiscal qudttereafter, to be less than 2.00 to 1.00 for,
collectively, such quarter together with the preegdhree (3) quarters.

() On each of March 30, 2007, June 3W2and either, at the Company’s option, SepterB0e2007 or December 30, 2007, the
Company shall deposit into the Interest ReservenArtan amount equal to the amount of interest wétd respect to the Senior Notes on
such Interest Payment Date pursuant to Sectiofe3.The amounts on deposit in the Interest Reserve Uxttcshall not be released to the
Company until such time as the Company shall §lelraaintained a Fixed Charge Coverage Ratio ofasstthan 2.0 to 1.0 as of the four (4)
immediately preceding fiscal quarters in each ¢asecollectively, such quarter together with thregeding three (3) quarters and (ii) be in
compliance with all other covenants contained Imerei

(g) Until such time as the Company sfigllhave maintained a Fixed Charge Coverage Ratmiless than 2.0 to 1.0 as of the two
(2) immediately preceding fiscal quarters, in eeabe, for, collectively, such quarter together wlih preceding three (3) quarters and (y) be
in compliance with all other covenants containetime the Company shall not repurchase any Equigrésts of the Company unless in
connection with such repurchase of Equity Interéets* Acceptable Repurcha®e(i) the Company will redeem pursuant to Sectidnl (d)
an amount of Senior Notes having an outstandingcjpal amount equal to the purchase price of suphtf Interests to be repurchased up to
a maximum of $10,000,000, (ii) the redemption aeftdsance of such Senior Notes shall be in increnoér$1,000,000 and (iii) the
redemption and defeasance, if any, of such Sersted\shall be consummated and all payments or depoade with respect thereto shall be
made prior to the consummation of the repurchasmgfEquity Interests.

Section 10.6 Waiver of Covenants.

The Company may omit in any particulatamce to comply with any covenant or conditiontaomed in_Section 10.5, before or after
the time for such compliance, the Holders of asi@amajority in aggregate principal amount of @héstanding Senior Notes shall, by Act of
such Holders, either waive such compliance in sastance or generally waive compliance with suckec@ant or condition, but no such
waiver shall extend to or affect such covenantoordition except to the extent so expressly waiaed, until such waiver shall become
effective, the obligations of the Company in resmE@ny such covenant or condition shall remaifulhforce and effect.

59




Section 10.7 Treatment of Senior Notes.

The Company will treat the Senior Notesralebtedness, and the amounts, other than pagmgptincipal, payable in respect of the
principal amount of such Senior Notes as intefestall U.S. federal income tax purposes. All paytsen respect of the Senior Notes will be
made free and clear of U.S. withholding tax to bageficial owner thereof that has provided an hmaERevenue Service Form W-9 or
W-8BEN (or any substitute or successor form) e&hivig its U.S. or non-U.S. status for U.S. fed@mabme tax purposes, or any other
applicable form establishing a complete exemptiomfU.S. withholding tax.

Section 10.8 Limitation on Issuance obbDe

The Company hereby agrees not to, witkttoaiprior written consent of Holders of a majoifyoutstanding principal amount of the
Senior Notes, offer, sell, contract to sell, gramy option to purchase or otherwise dispose oéctlir or indirectly, any other Debt unless
(i) the Company shall be in compliance with eackthefcovenants contained herein after taking intmant such offer, sale, contract to sell,
grant, purchase or other disposition, (ii) such tDglPermitted Debt or (iii) such Debt (A) shall &epressly subordinate by its terms to the
Senior Notes and (B) shall not contain any covenahthe Company which are more restrictive thandbvenants contained in this Indent

ARTICLE XI
REDEMPTION OF SENIOR NOTES
Section 11.1 Optional Redemption and Maow Redemptions.

(a) The Company may, at its option, (i)any Interest Payment Date on or after June 301,2@) upon receipt of thirty (30) days prior
written notice from the Purchaser of Purchasetsrinto consummate a sale, assignment or trankfee Genior Notes to a subsequent
purchaser (including to any entity issuing or preipg to issue collateralized debt obligations) othan an Affiliate of the Purchaser or (iii)
the extent the Purchaser has not consummated dhe triinsactions in subsection (ii) hereof, redeaah Senior Notes in whole at any time
or, subject to the consent of the Purchaser (orAdfiljate transferee thereof), in part from timetime, in each case at a Redemption Price
equal to one hundred percent (100%) of the prih@peount thereof (or of the redeemed portion thoapplicable), together, in the cas
any such redemption, with accrued and unpaid isteirecluding any Additional Interest, to but exdilug the date fixed as the Redemption
Date and plus all Breakage Costs (the “ OptionaldR@ption Pric€). In the event of a redemption pursuant to (fiffis Section 11.1 (a), the
redemption will not be required to occur on an lese Payment Date.

(b) The Company shall, upon receipt &fenge-of-Control Election after June 30 2011, eetdéhe Senior Notes in whole on a date no
more than thirty (30) days after receipt of the @jexof-Control Election, at a Redemption Price ¢étpuane hundred percent (100%) of the
outstanding principal amount thereof, togethethacase of any such redemption, with accrued apdid interest, including any Additional
Interest, to but excluding the date fixed as thddReption Date (the “ Change of Control Mandatorg@&maption Pricé).
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(c) The Company shall, in the event @eiges a Put Election Notice, redeem the portiothefSenior Notes the Purchaser elects to
require the Company to redeem pursuant to suclleation Notice, at a Redemption Price equal tolunmedred percent (100%) of the
principal amount of the redeemed portion of thei@edotes, together with, in the case of any swtemption, any accrued and unpaid
interest, including any Additional Interest, to lexcluding the date fixed as the Redemption Datepduns all Breakage Costs (the  Put
Mandatory Redemption Price

(d) The Company shall, in connection veithAcceptable Repurchase, redeem the portionribSRotes required to be redeemed
pursuant to Section 10.5(@)t a Redemption Price equal to one hundred pe(t8686) of the principal amount of the redeemedipordf the
Securities, together with, in the case of any sedemption, any accrued and unpaid interest, imuiudny Additional Interest, to but
excluding the date fixed as the Redemption Datepduslall Breakage Costs (the “ Acceptable RepugetMandatory Redemption Pride

Section 11.2 Special Event Redemption.

Prior to June 30, 2011, upon the occueeand during the continuation of a Special Evingt,Company may, at its option, redeem the
Senior Notes, in whole but not in part, at a Red@ngPrice equal to one hundred seven and onepeatent (107.5%) of the principal
amount thereof, together, in the case of any sedamption, with accrued and unpaid interest, irioly@ny Additional Interest, to but
excluding the date fixed as the Redemption Dat ‘(tBpecial Redemption Pri¢g

Section 11.3 Election to Redeem; Notic&rustee.

The election of the Company to redeemS@nyior Notes, in whole or in part, shall be evimshby or pursuant to a Board Resolution.
With the exception of any redemption pursuant tetiSe 11.1(a)(ii), in case of any redemption atéhextion of the Company, the Company
shall, not less than forty-five (45) days and natrethan seventy-five (75) days prior to the Red#&ngDate (unless a shorter notice shall be
satisfactory to the Trustee), notify the Trustewviiting of such date and of the principal amouithe Senior Notes to be redeemed and
provide the additional information required to heluded in the notice or notices contemplated bstiSe 11.5.In the event of a redemption
pursuant to Section 11.1(a)(ii) above, the appledbustee notice period shall be not less thar{Z®hdays nor more than twenty (20) days.
In the case of any redemption of Senior Notes,hole or in part, (a) prior to the expiration of amgtriction on such redemption provided in
this Indenture or the Senior Notes or (b) purstaiin election of the Company which is subject tmadition specified in this Indenture or
the Senior Notes, the Company shall furnish thestBeiwith an Officers’ Certificate and an OpinidrCounsel evidencing compliance with
such restriction or condition.

Section 11.4 Selection of Senior Notebddredeemed.

(a) If less than all the Senior Notestarbe redeemed, the particular Senior Notes tetleemed shall be selected and redeemed on a
pro ratabasis not more than sixty (60) days prior to thed®eption Date by the Trustee from the Outstandeg@ Notes not previously
called for redemption; providethat the unredeemed portion of the principal amadiatny
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Senior Note shall be in an authorized denomingtidrich shall not be less than the minimum autharidenomination) for such Senior Note.

(b) The Trustee shall promptly notify empany in writing of the Senior Notes selectadréalemption and, in the case of any Senior
Notes selected for partial redemption, the princgmaount thereof to be redeemed. For all purpos#s®indenture, unless the cont
otherwise requires, all provisions relating to teéemption of Senior Notes shall relate, in theeazdsany Senior Note redeemed or to be
redeemed only in part, to the portion of the ppatiamount of such Senior Note that has beentorbe redeemed.

(c) The provisions of paragraphs (a) @)df this Section 11.4hall not apply with respect to any redemptionctffey only a single
Senior Note, whether such Senior Note is to beenadel in whole or in part. In the case of any sedemption in part, the unredeemed
portion of the principal amount of the Senior Nskell be in an authorized denomination (which shallbe less than the minimum authori
denomination) for such Senior Note.

Section 11.5 Notice of Redemption.

(a) With the exception of any redemptpamsuant to Section 11.1(a)(ii), notice of redempshall be given not later than the thirtieth
(30th) day, and not earlier than the sixtieth (§@kdy, prior to the Redemption Date to each Hotide3enior Notes to be redeemed, in whole
or in part. In the event of a redemption pursuaréction 11.1(a)(ii) above, the applicable Holdatice period shall be not less than five
(5) days nor more than ten (10) days.

(b) With respect to Senior Notes to lsemmed, in whole or in part, each notice of red@nghall state:
(i) the Redemption Date;

(ii) the Redemption Price or, if the RedemptRrice cannot be calculated prior to the timertbtice is required to be sent, the
estimate of the Redemption Price, as calculatetthé&yompany, together with a statement that ihisstimate and that the actual
Redemption Price will be calculated on the fifthsBiess Day prior to the Redemption Date (and éstimate is provided, a further
notice shall be sent of the actual Redemption Riicthe date that such Redemption Price is caled)at

(iii) if less than all Outstanding Senior Net&re to be redeemed, the identification (andhéncase of partial redemption, the
respective principal amounts) of the amount of padicular Senior Notes to be redeemed;

(iv) that on the Redemption Date, the RedeompRrice will become due and payable upon each Saafor Note or portion thereof,
and that any interest (including any Additionaklrgst) on such Senior Note or such portion, asdlke may be, shall cease to accrue on
and after said date; and

(v) the place or places where such Senior fate to be surrendered for payment of the Redemptiice.
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(c) Notice of redemption of Senior Notede redeemed, in whole or in part, at the elaabithe Company shall be given by the
Company or, at the Company’s written request, leyTitustee in the name and at the expense of theo@myrand shall be irrevocable. The
notice if mailed in the manner provided above shaltonclusively presumed to have been duly giwérether or not the Holder receives s
notice. In any case, a failure to give such ndbigenail or any defect in the notice to the Holdeawy Senior Note designated for redemption
as a whole or in part shall not affect the validifythe proceedings for the redemption of any oBemior Note.

Section 11.6 Deposit of Redemption Price.

Prior to 10:00 A.M., New York City timen the Redemption Date specified in the noticeedemption given as provided in
Section 11.5the Company will deposit with the Trustee or witfe@mr more Paying Agents (or if the Company isnacts its own Paying
Agent, the Company will segregate and hold in tassprovided in Section 10)Zan amount of money sufficient to pay the RedeompRrice
of, and any accrued interest (including any Addisibinterest) on, all the Senior Notes (or portitreyeof) that are to be redeemed on that
date.

Section 11.7 Payment of Senior Noteseddibr Redemption.

(a) If any notice of redemption has bgemn as provided in Section 11the Senior Notes or portion of Senior Notes wittpezt to
which such notice has been given shall become dd@ayable on the date and at the place or plaatsisn such notice at the applicable
Redemption Price. On presentation and surrendeuaif Senior Notes at a Place of Payment specifisdéh notice, the Senior Notes or the
specified portions thereof shall be paid and redmkhy the Company at the applicable RedemptiorePric

(b) Upon presentation of any Senior Netdeemed in part only, the Company shall execulettea Trustee shall authenticate and
deliver to the Holder thereof, at the expense ef@lompany, a new Senior Note or Senior Notes, thfosized denominations, in aggregate
principal amount equal to the unredeemed porticth@fSenior Note so presented and having the saigmél Issue Date, Stated Maturity
and terms.

(c) If any Senior Note called for redemptshall not be so paid upon surrender thereofddemption, the principal of and any prem
on such Senior Note shall, until paid, bear inteftesn and including the Redemption Date at the pescribed therefor in the Senior Note.

ARTICLE XII
SUBORDINATION OF SECURITIES
Section 12.1 Senior Notes Subordinafeemitted Debt.

The Company covenants and agrees, atdHézlder of a Senior Note, by its acceptance tifeti@wise covenants and agrees, that, to
the extent and in the manner hereinafter set farthis Article XIl, the payment of the principal of and any premium iaterest (including
any Additional Interest) on each and all of theiSeNotes is hereby expressly made subordinate

63




and subject in right of payment to the prior paymeriull of all Permitted Debt, other than to teetent of amounts subject to the lien of the
Control Agreement.

Section 12.2 No Payment When Permittet DeDefault; Payment Over of Proceeds Upon Dissorh, Etc.

(a) In the event of a bankruptcy, insalweor other proceeding described in clause (dgpof the definition of Event of Default
specified in Section 5.¢cach such event, if any, herein sometimes reféoed a *“ Proceedirg, all Permitted Debt (including any interest
thereon accruing after the commencement of any pumteedings) shall first be paid in full beforey grayment or distribution, whether in
cash, securities or other property, shall be madmy Holder of any of the Senior Notes on accoherteof, other than payments made
pursuant to the terms of the Control Agreement. payment or distribution, whether in cash, seasitir other property (other than secur
of the Company or any other entity provided forabglan of reorganization or readjustment the payraewhich is subordinate, at least to
extent provided in these subordination provisioith wespect to the indebtedness evidenced by themSHotes, to the payment of all
Permitted Debt at the time outstanding and to acysties issued in respect thereof under any plarhof reorganization or readjustment),
which would otherwise (but for these subordinaoovisions and in no event including amounts suliethe lien of the Control Agreement)
be payable or deliverable in respect of the Sedaies shall be paid or delivered directly to thédbeos of Permitted Debt in accordance with
the priorities then existing among such holderd aiitPermitted Debt (including any interest theneaccruing after the commencement of
Proceeding) shall have been paid in full.

(b) In the event of any Proceeding, giiyment in full of all sums owing with respectRermitted Debt, the Holders of the Senior
Notes, together with the holders of any obligatiohthe Company ranking on a parity with the SeNotes, shall be entitled to be paid fr
the remaining assets of the Company the amounite dime due and owing on account of unpaid priloid and any premium and interest
(including any Additional Interest) on the SeniastBls and such other obligations before any paywreother distribution, whether in cash,
property or otherwise, shall be made on accouangfEquity Interests or any obligations of the Camypranking junior to the Senior Notes
and such other obligations. If, notwithstanding filve@going, any payment or distribution of any awder on any 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 ¢oetktent provided in these subordination provisiwitk respect to the indebtedness
evidenced by the Senior Notes, to the paymentl #faimitted Debt at the time outstanding and to segurities issued in respect thereof
under any such plan of reorganization or readjustjrehall be received by the Trustee or any Holde&ontravention of any of the terms
hereof and before all Permitted Debt shall havenlpeed in full (other than with respect to amousibject to the lien of the Control
Agreement and paid pursuant to the terms thersofh) payment or distribution or security shall éeeived in trust for the benefit of, and
shall be paid over or delivered and transferredhim holders of the Permitted Debt at the timetantiing in accordance with the priorities
then existing among such holders for applicatiothtopayment of all Permitted Debt remaining unptidhe extent necessary to pay all such
Permitted Debt (including any interest thereon aicgy after the commencement of any Proceeding)linifi the event of the failure of the
Trustee or any Holder to endorse or assign
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any such payment, distribution or security, eaddédroof Permitted Debt is hereby irrevocably auithent to endorse or assign the same.

(c) The Trustee and the Holders, at #tpeerase of the Company, shall take such reasonattmdincluding the delivery of this
Indenture to an agent for any holders of Permileit or consent to the filing of a financing stagernwith respect hereto) as may, in the
opinion of counsel designated by the holders ofgority in principal amount of the Permitted Debtfze time outstanding, be necessary or
appropriate to assure the effectiveness of therdiriation effected by these provisions.

(d) The provisions of this Section 12all not impair any rights, interests, remediepawers of any secured creditor of the Company
in respect of any security interest the creatiowloith is not prohibited by the provisions of thislenture, including the rights, interests,
remedies or powers of the Trustee or the Holdetheenior Notes with respect to the amounts stitgethe lien of the Control Agreement.

(e) The securing of any obligations af @ompany, otherwise ranking on a parity with tkai6r Notes or ranking junior to the Senior
Notes, shall not be deemed to prevent such obdigatirom constituting, respectively, obligationskimg on a parity with the Senior Notes
ranking junior to the Senior Notes.

Section 12.3 Payment Permitted if No Beating.

Nothing contained in this Article XdF elsewhere in this Indenture or in any of thei@eNotes shall prevent (a) the Company, at any
time, except during the pendency of any Proceedifeggred to in Section 12,From making payments at any time of principalmgmium, il
any, or interest (including any Additional Intefesh the Senior Notes or (b) the application byThgstee of any moneys deposited with it
hereunder to the payment of or on account of thecimal of, premium, if any, or interest (includiagy Additional Interest) on the Senior
Notes or the retention of such payment by the Hsld& at the time of such application by the Tees it did not have knowledge |
accordance with Section 12).8&hat such payment would have been prohibitechbyprovisions of this Article XlJ except as provided in
Section 12.8

Section 12.4 Subrogation to Rights ofdéo$ of Permitted Debit.

Subject to the payment in full of all ammts due or to become due on all Permitted Deliheprovision for such payment in cash or
cash equivalents or otherwise in a manner sat@fatd the holders of Permitted Debt, the Holddrthe Senior Notes shall be subrogated to
the extent of the payments or distributions madéécholders of such Permitted Debt pursuant tgtbeisions of this Article Xl equally
and ratably with the holders of all indebtednesthefCompany that by its express terms is subatetintg Permitted Debt of the Company to
substantially the same extent as the Senior Notesubordinated to the Permitted Debt and is edtitb like rights of subrogation by reason
of any payments or distributions made to holdersugh Permitted Debt) to the rights of the holdgrsuch Permitted Debt to receive
payments and distributions of cash, property acdritées applicable to the Permitted Debt until gnecipal of and any premium and interest
(including any Additional Interest) on the Senior
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Notes shall be paid in full. For purposes of sugbrsgation, no payments or distributions to thelba of the Permitted Debt of any cz
property or securities to which the Holders of &anior Notes or the Trustee would be entitled exfmethe provisions of this Article XIlI,

and no payments made pursuant to the provisiotiiArticle Xll to the holders of Permitted Debt by Holders of $smior Notes or the
Trustee, shall, as among the Company, its creditibrsr than holders of Permitted Debt, and the klsldf the Senior Notes, be deemed to be
a payment or distribution by the Company to or ocoaint of the Permitted Debit.

Section 12.5 Provisions Solely to DefReative Rights.

The provisions of this Article X#dre and are intended solely for the purpose ohiefithe relative rights of the Holders of the Seni
Notes on the one hand and the holders of Perniiteddd on the other hand. Nothing contained in Article XII or elsewhere in this Indentu
or in the Senior Notes is intended to or shalirfg)air, as between the Company and the HolderseoSenior Notes, the obligations of the
Company, which are absolute and unconditionalaotp the Holders of the Senior Notes the princgfand any premium and interest
(including any Additional Interest) on the Seniastlls as and when the same shall become due anbl@ayaccordance with their terms,
(b) affect the relative rights against the Compafhthe Holders of the Senior Notes and creditorhefCompany other than their rights in
relation to the holders of Permitted Debt or (@vant the Trustee or any Holder from exercisingeatiedies otherwise permitted by
applicable law upon default under this Indentuneluding filing and voting claims in any Proceedisgbject to the rights, if any, under this
Article Xl of the holders of Permitted Debt to receive casbp@rty and securities otherwise payable or dedivierto the Trustee or such
Holder.

Section 12.6 Trustee to Effectuate Suipatn.

Each Holder of a Senior Note by his, dreits acceptance thereof authorizes and direet3 thstee on his, her or its behalf to take such
action as may be necessary or appropriate to adkdge or effectuate the subordination providedis Article XIl and appoints the Trustee
his, her or its attorney-in-fact for any and aktlsypurposes.

Section 12.7 No Waiver of Subordinatiognwsions.

(a) No right of any present or futured®sl of any Permitted Debt to enforce subordinatismerein provided shall at any time in any
way be prejudiced or impaired by any act or failiract on the part of the Company or by any aéaiture to act, in good faith, by any such
holder, or by any noncompliance by the Company withterms, provisions and covenants of this Indentegardless of any knowledge
thereof that any such holder may have or be otlserafarged with.

(b) Without in any way limiting the geadity of paragraph (a) of this Section 12He holders of Permitted Debt may, at any time and
from to time, without the consent of or notice te fTrustee or the Holders of the Senior Notes,aitlincurring responsibility to such
Holders of the Senior Notes and without impairimgedeasing the subordination provided in this @eiXIl or the obligations hereunder of
such Holders of the Senior Notes to the holdeResfitted Debt, do any one or more of the followisg long as such Permitted Debt shall
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remain Permitted Debt thereafter: (i) change thamesg, place or terms of payment or extend the tfayment of, or renew or alter,
Permitted Debt, or otherwise amend or supplemeahinmanner Permitted Debt or any instrument ehgnthe same or any agreement
under which Permitted Debt is outstanding, (ii},s®tchange, release or otherwise deal with anpgnty pledged, mortgaged or otherwise
securing Permitted Debt, (iii) release any Pergld in any manner for the payment of Permittetdtend (iv) exercise or refrain from
exercising any rights against the Company and #imgrderson.

Section 12.8 Notice to Trustee.

The Company shall give prompt writtenio®to a Responsible Officer of the Trustee of taty known to the Company that would
prohibit the making of any payment to or by theskee in respect of the Senior Notes. Notwithstapttie provisions of this Article Xibr
any other provision of this Indenture, the Trustball not be charged with knowledge of the existesfcany facts that would prohibit the
making of any payment to or by the Trustee in resp&the Senior Notes, unless and until a Respte€fficer of the Trustee shall have
received written notice thereof from the Companwg twolder of Permitted Debt or from any truste@rgr representative therefor; provided,
that if the Trustee shall not have received théaagirovided for in this Section 12a8 least two Business Days prior to the date uploictw
by the terms hereof any monies may become payabkmnfy purpose (including, the payment of the ppalcof and any premium on or
interest (including any Additional Interest) on @gnior Note), then, anything herein containedhéodontrary notwithstanding, the Trustee
shall have full power and authority to receive saamies and to apply the same to the purpose fahithey were received and shall not be
affected by any notice to the contrary that maydeeived by it within two Business Days prior talsulate.

The Trustee shall be entitled to relytlom delivery to it of a written notice by a Persepresenting himself, herself or itself to be a
holder of Permitted Debt (or a trustee, agent,asgntative or attorney-in-fact therefor) to estbthat such notice has been given by a holdel
of Permitted Debt (or a trustee, agent, represgntat attorney-in-fact therefor). In the eventtttiee Trustee determines in good faith that
further evidence is required with respect to tightriof any Person as a holder of Permitted Depatticipate in any payment or distribution
pursuant to this Article Xllthe Trustee may request such Person to furnisteee@lto the reasonable satisfaction of the Truetde the
amount of Permitted Debt held by such Person, xteneto which such Person is entitled to partitgga such payment or distribution and
any other facts pertinent to the rights of sucks@emunder this Article Xlland if such evidence is not furnished, the Trusteg defer any
payment to such Person pending judicial determonads to the right of such Person to receive sagimpnt.

Section 12.9 Reliance on Judicial OrdeCertificate of Liquidating Agent.

Upon any payment or distribution of ass#tthe Company referred to in this Article Xhe Trustee and the Holders of the Senior
Notes shall be entitled to conclusively rely upoly arder or decree entered by any court of compgieisdiction in which such Proceeding
pending, or a certificate of the trustee in bankeypreceiver, liquidating trustee, custodian, gissé for the benefit of creditors, agent or other
Person making such payment or distribution, detisleo the Trustee or to the Holders of Senior Ndt@she purpose of ascertaining the
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Persons entitled to participate in such paymewtigiribution, the holders of the Permitted Debt attter indebtedness of the Company, the
amount thereof or payable thereon, the amount a@uats paid or distributed thereon and all othetsfaertinent thereto or to this Article XII.

Section 12.10 Trustee Not Fiduciary faiddi¢rs of Permitted Debit.

The Trustee, in its capacity as trustegeu this Indenture, shall not be deemed to owefidagiary duty to the holders of Permitted
Debt and shall not be liable to any such holdeitssifiall in good faith mistakenly pay over or distite to Holders of Senior Notes or to the
Company or to any other Person cash, propertycuries to which any holders of Permitted Debtlisha entitled by virtue of this
Article XII or otherwise.

Section 12.11 Rights of Trustee as Holdé?ermitted Debt: Preservation of Trustedrights.

The Trustee in its individual capacitykiibe entitled to all the rights set forth in tiigticle XII with respect to any Permitted Debt that
may at any time be held by it, to the same extsrargy other holder of Permitted Debt, and nothinthis Indenture shall deprive the Trustee
of any of its rights as such holder.

Section 12.12 Article Applicable to PayiAgents.

If at any time any Paying Agent othentliae Trustee shall have been appointed by the @oynand be then acting hereunder, the term
“Trustee” as used in this Article X#hall in such case (unless the context otherwiggimes) be construed as extending to and inclusliradp
Paying Agent within its meaning as fully for altémts and purposes as if such Paying Agent wer@damthis_Article Xllin addition to or ir
place of the Trustee; providethat Sections 12.8nd_12.11shall not apply to the Company or any Affiliatetb&é Company if the Company or
such Affiliate acts as Paying Agent.

ARTICLE Xl
DEFEASANCE
Section 13.1 Defeasance and Discharge.

In the event of the exercise of the apfioovided in Section 10.5(lby a Holder of the Senior Notes as a result oféeeipt of a
Change-of-Control Election on or prior to June 3011, and the result that this Section 1shall be applied to the Outstanding Senior Notes
(the “ Defeasance Senior Notgsthe Company shall, within thirty (30) days foiVing its receipt of the Change-of-Control Electisatisfy
the conditions set forth in Section 13The Company shall be deemed to have been dischfragedts obligations with respect to the
Defeasance Senior Notes as provided in_this Set8dhon and after the date the conditions set fortinén3ection 13.are satisfied
(hereinafter called * Defeasan®e For this purpose, such Defeasance means teattmpany shall be deemed to have paid and disstharg
the entire indebtedness represented by the Defea&amior Notes and to have satisfied all of ifeobbligations under the Defeasance
Senior Notes and this Indenture insofar as the &gfiece Senior Notes are concerned (and the Trugtee written request and at the expe
of the
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Company, shall execute proper instruments acknajingahe same), subject to the following, whichlssarvive until otherwise terminated
or discharged hereunder (1) the rights of Holdéth® Defeasance Senior Notes to receive, solely fihe trust fund described in

Section 13.2and as more fully set forth in such Section 1Ba&ments in respect of the principal of, premiunany, and interest on the
Defeasance Senior Notes when payments are dudg(2ompany’s obligations with respect to the Def@ae Senior Notes under Sections
2.4, 3.5,3.6, and 10.2(3) the rights, powers, trusts, duties and immasitf the Trustee hereunder and (4) this Articlg. XI

Section 13.2 Conditions to Defeasance.

The following shall be the condiits to application of Section 13d the Defeasance Senior Notes:

(1) The Company shall irrevocablydaeposited or caused to be deposited with thst@euor another trustee that satisfies
the requirements contemplated by Sectiona®id agree to comply with the provisions of thisidet Xl applicable to it) as trust funds
in trust for the purpose of making the followingypgents, specifically pledged as security for, aadidated solely to, the benefit of the
Holders of Defeasance Senior Notes, (A) money iaranunt in Dollars, (B) Government Obligations tthebugh the scheduled
payment of principal and interest in respect theireaccordance with their terms will provide, ater than one day before the due date
of any payment, money in an amount in Dollars,@&rg combination thereof, in each case sufficienthe opinion of a nationally
recognized firm of independent public accountarfgessed in a written certification thereof delegto the Trustee, to pay and
discharge, and which shall be applied by the Teuge any such other qualifying Trustee) to pay disdharge, one hundred percent
(100%) of the principal amount of the Defeasanag@eNotes on June 30, 2011 (the “ Defeasance MatDate”) plus interest on the
Defeasance Senior Notes due and payable on thredhfeayment Dates occurring prior to and includirgDefeasance Maturity Date
and Breakage Costs, if any, less Breakage Gaingyifin accordance with the terms of this Indemtamd the Defeasance Senior Notes.

(2) Such Defeasance shall not cus&rustee to have a conflicting interest withiie tneaning of the Trust Indenture Act.

(3) Such Defeasance shall not rasuthte trust arising from such deposit constitytam “investment company” within the
meaning of the Investment Company Act of 1940, smkich trust shall be qualified or exempt fronulaiipn thereunder.

(4) The Company shall have delivarethe Trustee an Officers’ Certificate and anr@pi of Counsel, each stating that all
conditions precedent with respect to such Defeashaee been complied with.
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Section 13.3 Deposited Money and U.S.geowment Obligations to be Held in Trust; Other Misaneous Provisions.

Subiject to the provisions of Sectl@n?2(e).all money and Government Obligations (including pheceeds thereof) deposited with
the Trustee or other qualifying trustee (solelygarposes of this Section 138d Section 13.4he Trustee and any such other trustee are
referred to collectively as the “ Trust§epursuant to Section 13i8 respect of the Defeasance Senior Notes shéielukin trust and applied
by the Trustee, in accordance with the provisidith® Defeasance Senior Notes and this Indentortlet payment, either directly or through
any such Paying Agent (including the Company acéisgfs own Paying Agent) as the Trustee may détexnto the Holders of the
Defeasance Senior Notes, of all sums due and wnieclue thereon in respect of principal, premidrany, and interest, but money so held
in trust need not be segregated from other fundspxo the extent required by law.

The Company shall pay and indemttify Trustee against any tax, fee or other chargesed on or assessed against the
Government Obligations deposited pursuant to Sedt®2or the principal and interest received in respleeteof other than any such tax, fee
or other charge that by law is for the accountefiiolders of Defeasance Senior Notes.

Anything in this Article Xllto the contrary notwithstanding, the Trustee stieliver or pay to the Company from time to time mpo
Company Request any money or Government Obligatieftsby it as provided in Section 13vizh respect to the Defeasance Senior Notes
that, in the opinion of a nationally recognizeahfiof independent public accountants expressednintten certification thereof delivered to
the Trustee, are in excess of the amount therebfabuld then be required to be deposited to effaatquivalent Defeasance with respect to
the Defeasance Senior Notes.

Section 13.4 Reinstatement.

If the Trustee or the Paying Agentinable to apply any money in accordance withAhiigle X1l with respect to the Defeasance
Senior Notes by reason of any order or judgmemingfcourt or governmental authority enjoining, r&isting or otherwise prohibiting such
application, then the Company’s obligations unties Indenture and the Defeasance Senior Notestshadlvived and reinstated as though no
deposit had occurred pursuant to this Article Xiith respect to the Defeasance Senior Notes wnth $me as the Trustee or Paying Ager
permitted to apply all money held in trust pursuan$ection 13.3vith respect to the Defeasance Senior Notes inrdaoge with this
Article XIlI; provided, however, that if the Company makes aryrant of principal of, premium, if any, or interest any Defeasance Ser
Note following the reinstatement of its obligatipttse Company shall be subrogated to the rightee@Holders of Defeasance Senior Note
receive such payment from the money so held ir.trus

[signature page follows]
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IN WITNESS WHEREOF, the parties heretaehaaused this Indenture to be duly executed &seaday and year first above written.

COMSTOCK HOMEBUILDING
COMPANIES, INC.

By:  /s/ Christopher Clemente
Name Christopher Clemente
Title: Chairman and Chief Executive Offic

WELLS FARGO BANK, N.A., as Trustee

By: /s/ Tracy M. McLamk
Name Tracy M. McLamb
Title: Vice Presiden

[Indenture]




Schedule /

DETERMINATION OF LIBOR

With respect to the Senior Notes, thedaminterbank offered rate (“* LIBOR shall be determined by the Calculation Agent in
accordance with the following provisions (in eaels& rounded to the 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 Determinatigate”), LIBOR for any given security shall for tfalowing 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{aedian the International Swaps and Derivativesdgation, Inc. 2000 Interest Rate and
Currency Exchange Definitions, as the same mayr@nded from time to time), or such other page agneglace 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 rdtes 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 ofRieéerence Banks (as defined below) to
leading banks in the London interbank market foe¢h(3)-month Eurodollar deposits in an amountrddteed by the Calculation Agent by
reference to requests for quotations as of apprabeiy 11:00 A.M. (London time) on the LIBOR Detenation Date made by the Calculati
Agent to the Reference Banks. If, on any LIBOR Draiaation Date, at least two of the Reference Bamkside such quotations, LIBOR
shall equal such arithmetic mean of such quotatiinen any LIBOR Determination Date, only onenmme of the Reference Banks provide
such quotations, LIBOR shall be deemed to be titleraetic mean of the offered quotations that legdianks in the City of New York
selected by the Calculation Agent are quoting @rdievant LIBOR Determination Date for three §8)nth Eurodollar deposits in an amo
determined by the Calculation Agent by referencéhéoprincipal London offices of leading bankshie London interbank market; provided,
that if the Calculation Agent is required but isable to determine a rate in accordance with at @as of the procedures provided above or
adequate and fair means do not exist for ascemtathie applicable interest rate on the basis st &bove (due to changes arising in the
interbank Eurocurrency market or otherwise), then$enior Notes shall not bear interest in respielctBOR but shall instead bear interest
with reference to a floating rate equal to the BRate(as defined below).

(3) As used herein:Reference BanRaneans four (4) major banks in the London interbauakket selected by the Calculation AgentiBOR
Business Daymeans a day on which commercial banks are opdoufginess (including dealings in foreign exchanggfareign currency
deposits) in London; the “ Base Réten any day shall equal the greater of the aritticrmaean of (i) the “prime rate” for dollar denorated
loans quoted by leading banks in the City of Newky&elected by the Calculation Agent and (ii) tiegl€éral Funds Rate (as defined below)
plus 0.50% per annum; and the “ Federal Funds Ratteany day equals the rate per annum equal tavtfighted average (rounded upwards
to the nearest 0.000001) of the rate on overnigti¢ifal funds transactions with members of the RddReserve System only arranged by
federal funds brokers, as published as of suctbglaiie Federal Reserve Bank of New York.







Exhibit 10.¢

BURR & FORMAN LLP

Gary W. Farris ATTORNEYS AND COUNSELORS
Direct Dial: (404) 6854250 POST OFFICE BOX 54617
Direct Fax: (404)214-7388 ATLANTA, GEORGIA 30306

Email: gfairis@Imrr.com (404) 815-3000

(404) 817-3244 (FAX)
www.burr.com

May 3, 2007

ViA CERTIFIED MAIL, RETURN RECEIPT REQUESTED,
AND VIA FIRsT CLASS, U.S. MaiL

Comstock Homebuilding Companies, Inc.
11465 Sunset Hills Rd., Suite 510
Reston, Virginia 20190

Comstock Homes of Atlanta, LLC
5400 Laurel Springs Pkwy
Suwanee, Georgia 30024

Comstock James Road, LLC
5400 Laurel Springs Pkwy #201
Suwanee, Georgia 30024

Highland Station Partners, LLC
5400 Laurel Springs Pkwy #201
Suwanee, Georgia 30024

Re: Notice of Default, Acceleration of Indebtedness, ahintent to
Collect Attorneys’ Fees Pursuant to O.C.G.A§ 13-1-11

Ladies and Gentlemen:

This firm represents Regions BafiRegions Bank” or the“Lender”) in connection with the following loans payable bgn@stock
Homes of Atlanta, LLG“Comstock Atlanta”), Comstock James Road, L{GComstock James Road”),and Highland Station Partners,
LLC (“Highland Station” and together with Comstock Atlanta and Comstocke¥aRoad, théBorrowers”),

(1) Loan in the stated principal amount of58%,700.00 (thé&Traditions of Braselton Loan”), which is (i) evidenced, together with
any and all modifications and amendments, by teeta Construction Loan Note dated December 24208yable by Comstock Atlanta
in said principal amount, (ii) secured by that agrtDeed to Secure Debt and Security Agreementdadeember 2, 2004, and recorded on
December 22, 2004, in Deed Book 37C, Page 589sdadkounty, Georgia records, encumbering Lots 8734, and 35, Pod
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BURR & FORMAN LLP

Comstock Homebuilding Companies, Inc.
Comstock Homes of Atlanta, LLC
Comstock James Road, LLC

Highland Station Partners, LLC

May 3, 2007

Page 2

N, of the Traditions of Braselton Subdivision, giij unconditionally guaranteed by Comstock Homiéding Companies, Inc. (the
“Guarantor”) pursuant to that certain Guaranty dated Decemb20®;

(2) Loan in the stated principal amount of &250.00 (théPost Road Loan”), which is (i) evidenced by that certain Note dated
April 28, 2006, payable by Comstock Atlanta in saithcipal amount, (ii) secured by that certain ®é@ Secure Debt and Security
Agreement dated April 28, 2006 and recorded on R&2006, in Deed Book 4256, Page 681, Forsyth Go@eorgia records,
encumbering Land Lot 402 of the 2nd District, 1sti®n (said property containing 8.50 acres), @fjduficonditionally guaranteed by
Guarantor pursuant to that certain Guaranty dataril 28 2006;

(3) Loan secured by all of the property shamrthat certain Final Plat for Highland Station 8ivision (the“Highland Station
Loan”), as evidenced by:

(a) Loan in the stated principal amour$®337,000.00 (th&2004 Highland Station Loan”) which is (i) evidenced by that certain
Construction Loan Note dated November 16, 2004apigyby Highland Station in said principal amouiit,secured by that certain Deed
to Secure Debt and Security Agreement dated Noveffie2004, recorded on November 22, 2004 in DemakBl0666, Page 0047,
Gwinnett County, Georgia records, and re-recordazbtrect the Lender’s address as shown on PagevBaech 9, 2005 in Deed Book
41903, Page 0031, Gwinnett County, Georgia recemtsymbering Land Lot 193 and 194 of the 7th Laigliridt, Gwinnett County,
Georgia, and (iii) unconditionally guaranteed bya@ntor pursuant to that certain Modification Agneat dated May 31, 2006;

(b) Loan in the stated principal amouin$b2,000,000.00 (th€006 Highland Station Loan”) which is (i) evidenced by that certain
Line of Credit Note dated July 28, 2006, payabldéiyhland Station in said principal amount, (iiceeed by that certain Deed to Secure
Debt, Assignment and Security Agreement dated 28)y2006 and recorded on August 7, 2006 in DeekB6852, Page 0436, Gwinnett
County, Georgia records, encumbering Land Lotsar@8194 of the 7th District, City of Suwanee, GwétirCounty, Georgia and being all
of the property shown on that certain Final PlatHayhland Station Subdivision, (iii) unconditiohauaranteed by Guarantor pursuant to
that certain Guaranty dated July 28, 2006.




BURR & FORMAN LLP

Comstock Homebuilding Companies, Inc.
Comstock Homes of Atlanta, LLC
Comstock James Road, LLC

Highland Station Partners, LLC

May 3, 2007

Page 3

(c) The 2004 Highland Station Loan arel 28006 Highland Station Loan were cross defauliethat certain Cross Default
Agreement dated July 28, 2006 between Highlandd®taind Regions; and

(4) Loan in the stated principal amount of3®,000.00 (théJames Road Loan”)which is (i) evidenced by that certain Construction
Loan Note dated September 28, 2006, payable by @okndames Road in said principal amount, (ii) sediy that certain Deed to
Secure Debt and Security Agreement dated Septe28h@006 and recorded on October 9, 2006 in DeedkBd77, Page 317, Forsyth
County, Georgia records, encumbering Land Lot Be2nd District, 1st Section of Forsyth Courggi@ tract containing 15.029 acres),
and (iii) unconditionally guaranteed by Guarantorguant to that certain Guaranty dated Septemhe2QU.

The loans described above are collectively refetodterein as th oans” and the documents described above are collectreédyred to as
the“Loan Documents.”

This letter is to serve notice that the LoaredN DEFAULT and hereby declared in default by virtue of therBaers’ failure to perform
its obligations owed to Regions Bank under the Lbaouments, including, without limitation, the Bowers’ failure to pay the indebtedness
as and when due and in the manner specified ihdha Documents.

Pursuant to its rights and remedies undettfan Documents, Regions Bank has declared all iedeless outstanding under the Loans
immediately due and payable in full. Regions Baateby demands that the Borrowers pay the Loans diatady, including all principal,
interest, and other sums payable under the Loamifents. Regions Bank also demands that the Guayastguarantor of the Loans, honor
its obligations to the Bank to pay the Loans ugwndefault of the Borrowers.
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As of May 1, 2007, the indebtedness due andgwnder the Loan Documents is as follows:

(1) Traditions of Braselton Loan:
(a) Principal
(b) Accrued but unpaid intere
(c) Accrued but unpaid late fe
Total:
(2) Post Road Loan:
(a) Principal
(b) Accrued but unpaid intere
(c) Accrued but unpaid late fe
Total:
(3) Highland Station Loan:
(a) Principal
(b) Accrued but unpaid intere
(c) Accrued but unpaid late fe
Total
(4) James Road Loan:
(a) Principal
(b) Accrued but unpaid intere
(c) Accrued but unpaid late fe
Total

Amount Due:

$ 1,010,557.4
$ 3,929.9!
$ 0.0C
$ 1,014,487.3
$ 956,250.0
$ 3,718.7!
$ 0.0C
$ 959,968.7
$ 6,184,665.4
$ 20,974.1
$ 0.0C
$ 6,205,639.6
$ 2,960,145.1
$ 10,617.0
$ 0.0C

$11,150,857.9
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In addition to the amounts shown above, thet&int Due” under the Loans will also include (ideirest that accrues on the Loans after the
date of this notice at the default rate of intesettforth in the Loan Documents and (ii) any atys’ fees and expenses incurred by Lender
with respect to the collection, enforcement, aresprvation of the Loans and the Loan Documentssd hdditional amounts will be provided
to you at your request.

Please be on notice that the provisions of tien Documents relative to the payment of attosfges shall be enforced, and you have ten
(10) days from the date of receipt of this notiz@ay the Amount Due (exclusive of the attornegg's) without incurring liability for the
attorney’s fees. This notice is provided pursuar®iC.G.A. § 13-1-11.

A copy of this letter is being sent to yourbgular mail. Refusal of delivery is deemed, urajgslicable law, to be equivalent of notice.

Regions Bank hereby reserves all of its rigind remedies under the Loan Documents and any lo#ire documents or agreements
between the parties, at law, and in equity, ineigdiithout limitation, the right to take any andladtion deemed necessary to protect the
interests of Regions Bank. Voluntary forbearanc&bgions Bank in the exercise of such rights gh@lwaive or limit the subsequent
exercise of such rights.

This letter is an attempt to collect a deldt any information obtained by virtue of it will lised for that purpose.

Please govern yourself accordingly.

Sincerely,

Gary W. Farris

GWF/alp
cc: Mr. William Teegarden






EXHIBIT 31.1

CERTIFICATION OF CHAIRMAN AND CHIEF EXECUTIVE OFFIC ER

I, Christopher Clemente, certify that:

1. | have reviewed this quarterly report on Forn-Q of Comstock Homebuilding Companies, Ir

2.

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 statementsoéimer 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 firiahreporting to be designed under
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 andguiures, 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 reportirttgat 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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal 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 coravelr 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 invawaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: May 10, 2007

/sl Christopher Clemen

Christopher Clement

Chairman and Chief Executive Officer
(Principal executive officer







EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Bruce J. Labovitz, certify that:

1. I have reviewed this quarterly report on Forn-Q of Comstock Homebuilding Companies, |

2.

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 statementsoéimer 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 firahreporting to be designed under
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 presentiisineport 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 reportintgat 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;

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal 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 coravelr financial reporting which are
reasonably likely to adversely affect the regisfeaability 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: May 10, 2007

/s/ Bruce J. Labovit

Bruce J. Labovit:
Chief Financial Office
(Principal financial officer







EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report ondr0-Q of Comstock Homebuilding Companies, Ince (fBompany”) for the quarter ended
March 31, 2006 as filed with the Securities andtaxge Commission on the date hereof (the “Repa#gh of Christopher Clemente,
Chairman and Chief Executive Officer of the Compang Bruce Labovitz, Chief Financial Officer of t@empany, 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 requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934 (15 U.S.C. 78m(a) or
780(d)); anc

(2) The information contained in the Report fairly gmets, in all material respects, the financial cbadiand results of operations of the

Company
Date: May 10, 200 /sl Christopher Clemen
Christopher Clement
Chairman and Chief Executive Officer
Date: May 10, 200 /sl Bruce J. Labovit

Bruce J. Labovit.
Chief Financial Officel

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 reediby Section 906, has been provided to
the Company and will be retained by the Companyfardshed to the Securities and Exchange Commissidts staff upon request.



