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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except per share data)

September 3C December 31
2007 2006
ASSETS
Cash and cash equivalel $ 8,81« $ 21,260
Restricted cas 6,527 12,32¢
Receivable: 62¢ 4,55¢
Due from related partie 162 4,05z
Real estate held for development and 240,83! 405,14«
Inventory not owner variable interest entitie 19,49¢ 43,23¢
Property, plant and equipme 2,09¢ 2,72:
Investment in real estate partners — ()
Deferred income ta 34,49¢ 10,18¢
Other asset 18,44: 14,11«
TOTAL ASSETS $ 331,49t $ 517,42
LIABILITIES AND SHAREHOLDERS’ EQUITY
Accounts payable and accrued liabilit $ 29,46 $ 55,68(
Due to related partie — 1,14(C
Obligations related to inventory not own 19,281 40,95(
Notes payabli 171,55¢ 265,40:
Senior unsecured de 30,00( 30,00(
TOTAL LIABILITIES 250,30t 393,17:
Commitments and contingencies (Note :
Minority interest 36C 371
SHAREHOLDERS' EQUITY
Class A common stock, $0.01 par value, 77,266,5a0es authorized, 15,081,777 and 14,129,0:
issued and outstanding, respectiv 151 141
Class B common stock, $0.01 par value, 2,733,588stauthorized, 2,733,500 issued and
outstanding 27 27
Additional paic-in capital 151,60: 147,52¢
Treasury stock, at cost (391,400 Class A commork} (2,439 (2,439
(Accumulated deficit (68,517) (21,377)
TOTAL SHAREHOLDERS EQUITY 80,82¢ 123,88!
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 331,49¢ $ 517,42

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

Three Months Ended September 30, Nine Months Ended September 30,

2007 2006 2007 2006
Revenue!

Revenue- homebuilding $ 47,76¢ $ 30,36 $ 201,10¢ $ 117,08

Revenue- other 4,217 4,918 11,90: 5,48¢
Total revenue 51,98¢ 35,28( 213,00¢ 122,57.
Expense!

Cost of sale- homebuilding 41,74¢ 28,29( 181,49: 96,74¢

Cost of sale- other 3,64: 4,99¢ 10,94; 5,02¢

Impairments and wri-offs 69,01" 1,80z 77,40( 14,717

Selling, general and administrati 7,86( 9,90z 24,23t 25,97¢
Operating los! (70,287 (9,709 (81,065 (19,899
Other income, ne (715) (330) (1,367 (91¢)
Loss before minority interest and equity in lossereal estate partnersk (69,567 (9,379 (79,709 (18,979
Minority interest (2 12 () 17
Loss before equity in losses of real estate pashig (69,565 (9,39 (79,6979 (18,997
Equity in losses of real estate partners

— (13) — (66)

Total pre tax los (69,56%) (9,409 (79,697 (19,059
Income taxes benel (27,097 (3,650 (30,897 (7,427
Net loss $ (42,468 $ (5,759 $ (48,809 $ (11,63)
Basic loss per sha $ (2.69) $ (0.36) $ (3.0 % (0.7¢)
Basic weighted average shares outstan 16,15 15,80¢ 16,04¢ 14,94¢
Diluted loss per shai $ (2.69) $ (0.36) $ (3.0 % (0.7¢)
Diluted weighted average shares outstan 16,15 15,80¢ 16,04¢ 14,94¢

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

Cash flows from operating activitie
Net loss
Adjustment to reconcile net loss to net cash pedidy (used in) operating activiti
Amortization and depreciatic
Impairments and wri-offs
Loss on disposal of ass¢
Minority interest
Equity in losses of real estate partners
Board of Directors compensati
Amortization of stock compensatis
Deferred income ta
Changes in operating assets and liabilit
Restricted cas
Receivable!
Due from related partie
Real estate held for development and
Other asset
Accounts payable and accrued liabilit
Due to related partie
Net cash provided by (used in) operating activi
Cash flows from investing activitie
Purchase of property, plant and equipr
Business acquisitions, net of cash acqu
Net cash used in investing activit|
Cash flows from financing activitie
Proceeds from notes payal
Proceeds from senior unsecured ¢
Payments on junior subordinated d
Proceeds from junior subordinated d
Payments on notes payal
Distributions paid to minority shareholde
Proceeds from shares issued under employee stockgse plai
Purchase of treasury sto
Proceeds from equity offeriny
Net cash (used in) provided by financing activi
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

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

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

Nine Months Ended

September 30,
2007 2006
$ (48,809 $ (11,63))
66€ 551
77,40( 14,71¢
26 —
7 17
— 66
14¢ —
1,801 2,52:
(23,83 (6,982
5,79¢ (5,530)
3,92t 4,24z
3,397 (66€)
95,93’ (133,86¢)
(3,949 (1,579
(24,13) (5,729
(1,140 —
87,231 (143,86¢)
(64) (1,609
- (15,497
(64) (17,100)
73,951 211,57
30,00(
(30,000) —
— 30,00(
(173,61)  (128,17)
©) ©)
48 114
- (2,439
18,56!
(99,616 129,63¢
(12,449 (31,32)
21,26: 42,167
$ 881 $ 10,84
$ — $ —
$ — $ 45
$ 5,81t $ 9,65¢

The accompanying notes are an integral part obthessolidated 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 “Company”) was inocaed on May 24, 2004 as a Delaware corporationJude 30, 2004, the
Company changed its name to Comstock Homebuildmgganies, Inc.

On December 17, 2004, as a result of completingitisl public offering (“IPQ”) of its Class A comon stock, the Company acquired
100% of the outstanding capital stock of Comstooldiihg Company, Inc. and subsidiaries (“Comstockdims”) by merger, which
followed a consolidation that took place immediaiglior to the closing of the IPO (the “Consolidetl). The Consolidation was effected
through the mergers of Sunset Investment Corp. dnd subsidiaries and Comstock Homes, Inc. ansidiabes and Comstock Service
Corp., Inc. and subsidiaries (“Comstock Serviceithvand into Comstock Holdings. Pursuant to thenteof the merger agreement, shares of
Comstock Holdings were canceled and replaced t834aBd 2,734 shares of Class A and B common stoitledCompany, respectively.
Both Class A and B common stock shares bear the saomomic rights. However, for voting purposessSIA stock holders are entitled to
one vote for each share held while Class B stodltene are entitled to fifteen votes for each shesid.

The mergers of Sunset Investment Corp., Inc. abdidiaries and Comstock Homes, Inc. and subsidiavith and into Comstock
Holdings (collectively the “Comstock Companies™Bredecessor”) and the Company’s acquisition of €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 as this was dbtnee a substantive exchange due
to the disparity in ownership.

Our Class A common stock is traded on the NASDAQ@dwal market under the symbol “CHCI.” We have niblic trading history
prior to December 17, 2004.

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

The interim financial statements of the Companyuided herein have not been audited by an indepémegistered public accounting
firm. The statements include all adjustments, idiclg normal recurring accruals, which managemensicers necessary for a fair
presentation of the financial position and operatiesults of the Company for the periods preseritbd.statements have been prepared b
Company pursuant to the rules and regulationseBibcurities and Exchange Commission. Accordirggitain information and footnote
disclosures normally included in financial statetsgarepared in conformity with generally acceptecoanting 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 financial teiments of the Company and footnotes thereto iedud the annual report on Form 10-
K and Form 10-K/A of the Company for the year enBettember 31, 2006.

2. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

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

Estimated fair value is based on comparable sdlesabestate in the normal course of businessuexisting and anticipated market
conditions. The evaluation takes into consideratfi@ncurrent status of the property, various retbms, carrying costs, costs of disposition
and any other circumstances, which may affectalue including management’s plans for the propétye to the large acreage of certain
land holdings, disposition in the normal courséudiness is expected to extend over a number of yAawrite-down to estimated fair value
is recorded when the net carrying value of the ertypexceeds its estimated discounted fair valbhes& evaluations are made on a property-
by-property basis as seen fit by management whemsemts or changes in circumstances indicatetlieatet book value may not be
recoverable.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

Deteriorating market conditions, turmoil in the ditenarkets and increased price competition haveicoed to negatively impact the
Company in the third quarter of 2007 resultingeduced sales prices, increased customer concessdased gross margins and extended
estimates for project completion dates. As a rethdt Company evaluated all 41 of its projectsdtedmine if recorded carrying amounts w
recoverable. This evaluation resulted in an agdeeigapairment charge of $61,438 at 26 projects) $#5,016 in the Washington D.C.
region, $27,304 in the Atlanta, Georgia region $8d 18 in the Raleigh, N.C. region. Impairment gearare recorded as a reduction in our
capitalized land and or house costs. The impairmleatge was calculated using a discounted cashdtwalysis model, which is dependent
upon several subjective factors, including thectala of an appropriate discount rate, estimatettagye sales prices and estimated sales rate:
In performing its impairment modeling the Companystnselect what it believes is an appropriate distoate based on current market cost
of capital and returns expectations. The Compasyulsad its best judgment in determining an appatgdiscount rate based on anecdotal
information it has received from marketing its defalr sale in recent months. The Company has el¢otase a rate of 17% in its discounted
cash flow model. While the selection of a 17% disdaate was subjective in nature, the Companyfieéd an appropriate rate in the current
market. The estimates used by the Company are loaisébe best information available at the timedbheémates are made. If market conditi
continue to deteriorate additional adverse chatg#sese estimates in future periods could resuitiither material impairment amounts to
recorded.

In addition, from time to time, the Company williteroff deposits it has made for options on larat ihhas decided not to purchase.
These deposits and any related capitalized preisitiqn feasibility or project costs are writterf at the earlier of the option expiration or the
decision to terminate the option. In the third demof 2007 option deposits and related pre-devety costs of $7,579 were written off with
$4,571 in the Washington D.C. region, $2,068 inAllanta, Georgia region and $940 in the Raleigl.Negion.

The following table summarizes impairment chargeswarite-offs for the three and nine months endept@&mnber 30, 2007 and 2006:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Impairments $61,43¢ $1,80C $68,78¢ $11,30(
Write-offs 7,57¢ 2 8,61:- 3,417
Total $69,017 $1,80z $77,40( $14,717

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

September 3C December 31

2007 2006
Land and land development co $ 99,57 $ 232,69:
Cost of vertical construction (including capitaliziaterest and real estate tax 141,26( 172,45:
$ 240,83! $ 405,14«

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developnatmharket prices from various entities under fipeide purchase agreements. The
purchase agreements require deposits that mayfe&dd if the Company fails to perform under tlggelements. 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 allocati@itloér the profit earned or loss incurred by ahthese entities with which the
Company has fixed price purchase agreements. Thg&uy has concluded that whenever it options lardtse from an entity and pays a
significant non-refundable deposit as described/@ba variable interest entity is created undeptiogisions of Financial Accounting
Standards Board (“FASB”) Interpretation No. 48;6nsolidation of Variable Interest Entitigsor FIN 46-R. This is
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

because the Company has been deemed to have gteuberdinated financial support, which createarsatble interest which limits the
equity holder’s returns and may absorb some afalh entity’s expected theoretical losses if thegur. The Company, therefore, examines
the entities with which it has fixed price purchaggeements for possible consolidation by the Campader FIN 46-R. This requires the
Company to compute expected losses and expectedakseturns based on the probability of futurshciows as outlined in FIN 46-R. This
calculation requires substantial management judg¢sreemd estimates. In addition, because the Comg@ay not have any contractual or
ownership interests in the entities with whichahtracts to buy the land, the Company does not tievability to compel these development
entities to provide financial or other data to sisfie Company in the performance of the primanefieiary evaluation.

The Company has evaluated all of its fixed pricechase agreements and has determined that it githary beneficiary of some of
those entities. As a result, at September 30, 20@7Company consolidated two entities in the aqmmyging consolidated balance sheets.
effect of the consolidation at September 30, 2083 the inclusion of $19,496 in “Inventory not ownetdiable interest entities” with a
corresponding inclusion of $19,287 (net of landas paid of $209) to “Obligations related to int@y not owned.” At December 31, 2006
the Company had consolidated nine entities in toempanying consolidated balance sheets. The effébe consolidation at December 31,
2006 was the inclusion of $43,234 in “Inventory pained-variable interest entities” with a corresgiog inclusion of $40,950 (net of land
deposits paid of $2,284) to “Obligations relatedneentory not owned.” Creditors, if any, of thasgiable interest entities have no recourse
against the Company.

During December 2006 a Company senior vice presid@nntarily resigned. As part of his voluntangignation, the former senior vi
president negotiated his purchase of the remaiBthgondominium units in the Company’s Countrysideedlopment for a purchase price of
$4,200. Simultaneously with the purchase, the Campeatered into a marketing and sale agreementthatispecial purpose entity (“SPE”)
created by the former senior vice president thathmsed the units, whereby the Company would beacast associated with marketing and
selling the units and pay the SPE a monthly oppi@yment that allows the Company to share in thermeg of the units as they settle. The
monthly option payments have created a variablést in the SPE, and as such the Company hasmpedan analysis under the provisions
of FIN46R and has determined that the entity is a variaibézest entity and the Company is the primary beiaey of this entity. As a resul
the Company has consolidated the SPE. At Decenthe0®6 the SPE had $3,600 of assets, which aledied in “Inventory not owned-
variable interest entities” and $3,600 of thirdtpatebt, which is included in “Obligations relatedinventory not owned” in the
accompanying consolidated balance sheets. The Si# included in the September 30, 2007 accompgrgansolidated balance sheet si
all of its assets were sold and all of its debt been extinguished.

4. WARRANTY RESERVE

Warranty reserves for houses sold are establishedver potential costs for materials and labohwétgard to warranty-type claims
expected to arise during the one-year warrantyodgsiovided by the Company or within the fiyear statutorily mandated structural warr:
period. Since the Company subcontracts its homaingilwork, 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 produchufiacturers. The warranty reserve is establishélueatime of closing, and is calculated
based upon historical warranty cost experiencecanent business factors. Variables used in theutation of the reserve, as well as the
adequacy of the reserve based on the number ofdstitlainder warranty, are reviewed on a peridmisis. Warranty claims are charged
directly to the reserve as they arise. The follantiable is a summary of warranty reserve actiwvittyich is included in accounts payable and
accrued liabilities for the three and nine monthdezl September 30, 2007 and 2006:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Balance at beginning of peric $1,70¢ $1,55¢ $1,66¢ $1,20¢
Additions 222 20C 80C 1,014
Releases and/or charges incur (207) (297) (739) (7617)
Balance at end of peric $1,73C $1,45¢ $1,73C $1,45¢
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

5. CAPITALIZED INTEREST AND REAL ESTATE TAXES

Interest and real estate taxes incurred relatingdalevelopment of lots and parcels are capi@liageal estate held for development
and sale during the active development period, lwgenerally commences when borrowings are usedgui® real estate assets and ends
when the properties are substantially completerést is capitalized based on the interest ratkcapie to specific borrowings or the
weighted average of the rates applicable to otbeolwvings during the period. Interest and realtestaxes capitalized to real estate held for
development and sale are expensed as a componegtaff sales as related units are sold. Thevitig table is a summary of interest
incurred and capitalized for the three and ninetimended September 30, 2007 and 2006:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Total interest incurre $ 5,26¢ $ 7,541 $ 19,11 $19,16:
Interest incurred on related party notes pay — 20 — 60
Interest expensed as a component of cost of $(5,487)  $(1,569  $(18,059)  $(3,93)

6. LOSS PER SHARE

The following weighted average shares and sharea&euts, using the treasury stock method, are tsedlculate basic and diluted loss per
share for the three and nine months ended Septe36b&007 and 2006:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Basic loss per sha
Net loss $(42,469) $(5,754) $(48,809 $(11,63))
Basic weighte-average shares outstand 16,15 15,80¢ 16,04¢ 14,94¢
Per share amoun $ (26 $ (0360 $ (3.0 $ (0.79
Dilutive loss per shar
Net loss $(42,469) $(5,754) $(48,809 $(11,63))
Basic weighte-average shares outstand 16,15 15,80« 16,04¢ 14,94¢
Stock options and restricted stock gre — — — —
Dilutive weighte(-average shares outstand 16,15 15,80¢ 16,04¢ 14,94¢
Per share amoun $ (269 $ (036) $ (3.09 $ (0.79

During the three and nine months ended Septemh&087, 18 and 159 shares were excluded from th&edishares outstanding because
inclusion would have been anti-dilutive. During theee and nine months ended September 30, 200Grid200 shares were excluded from
the diluted shares outstanding because inclusianditave been anti-dilutive.

Comprehensive income

For the three and nine months ended Septembei0B@,&hd 2006, comprehensive income equaled nemiectherefore, a separate
statement of comprehensive income is not includdgtié accompanying consolidated financial statement
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

7. INVESTMENT IN REAL ESTATE PARTNERSHIP

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

On June 28, 2005 the Company received a capitdiroal North Shore in the amount of $719 so thattN&hore could comply with
certain debt repayments. Because the Company mayleen obligated to provide future financial suppmcover certain debt repayments,
the Company continued recording its share of lossrsred by North Shore through December 31, 2606e amount of $171.

During the third quarter of 2005, the Company, anager of an affiliated entity, exercised its optimhts to purchase the project
acquisition, development and construction loan nfadéhe benefit of North Shore. The Company finedl the purchase of the loans on or
about September 8, 2005 and issued a notice ofilefader the acquisition and development loan atunity on September 30, 2005. The
Company then filed suit for collection of the loagainst one of the individual guarantors undeldbe on or about October 21, 2005 and
initiated foreclosure proceedings on or about Ndvemi 8, 2005. On or about December 22, 2005, tfigidual guarantor subject to the
earlier suit filed a countersuit against two of difcers of the Company who were also individuaaantors under the acquisition and
development loan. The Company has agreed to indeitin@se officers.

The Company, as manager of an affiliated entityasd held a foreclosure sale on March 24, 20G@hich it was the highest bidder.
However, transfer of title to the property was gtethpending judicial resolution of a suit filed Brarch 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 equitabiefr@hd demanding $33,000 in damages.

On April 10, 2007, the parties executed a settldragreement whereby a company associated withadheffiliated 50% owner of the
North Shore project purchased the Comy's development rights to North Shore for approxieha$3,750 to settle all claims against the
Company and its investors. All litigation has beksmissed with prejudice and the Company receiliegptoceeds from the settlement in
April 2007. As a result of the settlement, durihg three months ended March 31, 2007 the Compaoyded a charge of approximately
$357 to write off its investment in North Shore aaduce amounts due from North Shore to the néizadde value. During the three months
ended June 30, 2007, additional costs of $132eetlat the North Shore settlement were incurredvanitten off. During the three months
ended September 30, 2007, no additional costsetktatthe North Shore settlement were incurredadittitional costs related to the North
Shore settlement are expected to be incurred.

10
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

8. ACQUISITIONS

On January 19, 2006, the Company acquired allefg¢bued and outstanding capital stock of Parkan@ler Homes, Inc., a
homebuilder in the Atlanta, Georgia metropolitarrkes for a cash purchase price of $10,400 (inclgdransaction costs) and the assumg
of $63,800 in liabilities. The results of Parkeradhler Homes are included in the accompanying Gigstatements from the period
January 19, 2006 to September 30, 2007. The Comgpasnunted for this transaction in accordance ®itttiement of Financial Accounting
Standard No. 14Business Combinatiorss SFAS 141. Approximately $700 of the purchasegvias allocated to intangibles with a
weighted-average life of 4.6 years. The intangilalesrelated to the Parker Chandler trade namelogmpnt and non-compete agreements
entered into with certain selling shareholders. f@mainder of the purchase price was allocateddbestate held for development and sale
and land option agreements. There was no goodvatinded.

On May 5, 2006, the Company acquired all of thedsisand outstanding capital stock of Capitol Hores, a homebuilder in Raleigh,
North Carolina, for a cash purchase price of $7 &0€fluding transaction costs) and the assumptfd@26,600 in liabilities. The results
Capitol Homes are included in the accompanying aliafested financial statements from the period Mag®6 to September 30, 2007. The
Company accounted for this transaction in accorglavith SFAS 141. Approximately $251 of the purchpsee was allocated to intangibles
with a weighted-average life of 2.7 years. Thengthles are related to the Capitol Homes trade namg@loyment and non-compete
agreements entered into with certain selling shdeis. The remainder of the purchase price wasatied to real estate held for developr
for sale and land option agreements. There waodwill associated with the transaction.

Subsequent to each acquisition, as a result aEtmepany releasing the restrictive terms under thel@yment 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. During the third quarte2607, the Company elected to terminate numerousdation agreements acquired in both
acquisitions. As a result, purchase price allocadddnd option agreements were substantially enitiff during the third quarter of 2007.

9. INCOME TAX
The Company'’s income tax (benefit) expense conefsise following as of:

Three months ended Nine months ended
September 30 September 30
2007 2006 2007 2006
Current:
Federal $ (1,774 $(1,217) $ (5,947 $ (379
State (337) (223) (1,119 (65)
Deferred:
Federal (21,079 (1,849 (20,279 (5,87
State (3,999 (365) (3,849 (1,109
Other:
Tax shortfall related to the vesting of certainiggawards 87 — 28¢ —
Total income tax benet $(27,097) $(3,65() $(30,899) $(7,42))
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Deferred income taxes reflect the net tax effettemporary differences between the carrying anmohissets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Components of the Company’s defé¢aredssets and liabilities at
September 30, 2007 and December 31, 2006 werdlasgo

September 30, 20C December 31,200
Deferred Tax Asset:
Inventory $ 32,75( $ 9,64:
Warranty 637 612
Investments in affiliate 39 25
Accrued expense 33t 1,21:
Stocl-based compensatic 1,55¢ 762
35,31¢ 12,25¢
Less— valuation allowanc — (470
Net deferred tax asse 35,31¢ 11,78¢
Deferred Tax Liabilities
Inventory — —
Investments in affiliate — —
Depreciation and amortizatic (822) (1,59¢)
Net deferred tax liabilitie (822 (1,596
Net deferred tax asse $ 34,49 $ 10,18¢

In June 2006, the Financial Accounting Standardsr@dssued Interpretation No. 48;counting for Uncertainty in Income TaxggIN
48"). FIN 48 clarifies the accounting for uncertgim income taxes recognized in accordance witASKo. 109 Accounting for Income
Taxesand prescribes a recognition threshold and measunreattribute 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 Company preddor contingencies related to income taxes imaance with SFAS No. 5,
Accounting for Contingencie. At December 31, 2006, the Company recorded $lifi8#come tax reserves. This tax reserve relates t
potential dispute by taxing authorities over tardfis resulting from additional income tax basisértain residential housing development
projects. The Company recorded a valuation allowari@pproximately $470 as of December 31, 2006te¢ to a deferred tax asset
resulting from additional tax basis in residented! estate development projects. In analyzinghdesl for the provision of tax contingency
reserves and the valuation allowance, managemeetrred applicable statutes, rules, regulationsiatapretations and established these
reserves based on past experiences and judgmentspatential actions by taxing jurisdictions. Bndiary 2007, upon the adoption of FIN
48, the Company recorded a benefit to the operategned accumulated deficit in the amount of $1,88% Company’s federal income tax
returns for 2004 through 2006 are open tax yedre.Jompany files in various state and local jugsdns, with varying statutes of limitatic

In 2005 the Company reported $42.0 million of tdgabcome and paid approximately $17.4 million edéral, state and local income
tax. In 2006 the Company filed for and receiveéfamd of 2005 federal and state taxes in the amoiub2.9 million. The Company expects
to carry back 2007 tax losses and recover agaiid& faxable income.

As discussed in Note 2, the Company recorded $8illibn of impairment charges during the third gesrof 2007. The increase of the
inventory deferred tax asset balance to $32.8anilit September 30, 2007 is a result of the taecefif these impairment charges.

The Company periodically reviews its deferred inedax asset to determine if it is more likely thmem to be realized. When it is more
likely than not that all or a portion of the defsdrincome tax asset will not be realized, a vatwatillowance must be established. Due to -
earnings and the ability to carryback and carrymdwnet operating losses, a valuation allowancedberred income tax assets was not
deemed necessary at September 30, 2007. To thd enxaeket conditions worsen and the Company is lentabgenerate sufficient taxable
income or obtain meaningful concessions from itskisawith respect to its existing debt facilitidse recoverability of this asset may be
compromised. At December 31, 2007 the Companyagglin review the recoverability of the deferrecoime tax asset.
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10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consigheffollowing:

September 30, 20C December 31, 200
Trade payable $ 14,39¢ $ 32,99(
Warranty 1,73( 1,66¢
Customer deposit 9,61¢ 14,93:
Other 3,71 6,08¢
Total $ 29,46: $ 55,68(

11. STOCK REPURCHASE PROGRAM

In February 2006 the Company’s Board of Directartharized the Company to purchase up to one miblizeres of the Company’s
Class A common stock in the open market or in pelyanegotiated transactions. The authorizationnditlinclude a specified time period in
which the share repurchase program would remagff@ct. During the three months ended Septembe2@5, the Company repurchased an
aggregate of 133 shares of Class A common stock fotal of $575 or $4.32 per share. For the ninathrs ended September 30, 2006, the
Company repurchased an aggregate of 391 shardassf & common stock for a total of $2,439 or $G2Bshare. There were no shares
repurchased for the nine months ended Septemb@08d,and the Company is currently subject to oerstrictive debt covenants which
limit its ability to purchase additional shares anthe existing authorization.

12. COMMITMENTS AND CONTINGENCIES
Litigation

On August 11, 2005, the Company was served witlo@gomto compel arbitration resulting from an aliéign of a loan brokerage fee
being owed for placement of a $147,000 project foathe Eclipse at Potomac Yard project. The clairthe base amount of $2,000 plus

interest and costs was based on breach of coniindegébruary 2007 the Company received a ruling lpanel of arbiters to pay $3,000 under
this claim. The Company has posted a cash bondiladdan appeal which is pending in the amountefjudgment.

In accordance with the provisions of its sales agrents, the Company retained the earnest monefiggedeposits from Eclipse
project buyers who defaulted on their obligatioseéttle. Certain buyers are seeking to obtainuwngebdf their forfeited deposits and have fi
a series of lawsuits and arbitration claims comrm@non or around June 28, 2007. Disputed depasis iaggregate amount of approxima
$1.2 million remain in a segregated escrow accandtare included in the accompanying financiakstants as Restricted Cash as of
September 30, 2007.

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

Letters of credit and performance bonds

The Company has commitments as a result of costeattered into with certain third parties to mestain 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 tmapgany. At September 30, 2007, the Company hasamgting $2,030 in letters of credit
and $14,929 in performance and payment bonds setthérd parties. To date, there are no outstanchifig on these letters of credit or bonds.
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Operating leases

The Company leases office space under non-caneadpirating leases. Minimum annual lease paymersrithese leases at
September 30, 2007 approximate:

Year Ended: Amount
2007 $1,12;
2008 93t
2009 97t
2010 87¢
2011 564
Thereaftel —

Operating lease rental expense aggregated $7988&irk respectively, for the nine months ended Seipée 30, 2007 and 2006.

13. RELATED PARTY TRANSACTIONS

In April 2002 and January 2004, the Predecesseredtnto lease agreements for approximately 7d78a81 square feet, respectively,
its corporate headquarters at 11465 Sunset HillglRReston, Virginia from Comstock Partners, Liow known as 11465 SH-I, LC), an
affiliate of our Predecessor in which executiveaaffs of the Company, Christopher Clemente, Gre@enyson, and others are principals.
Christopher Clemente owns a 45% interest, GregerysBn owns a 5% interest, an entity which is owarezbntrolled by Christopher
Clemente’s father-in-law owns a 45% interest, amdirelated third party owns a 5% interest in CatisPartners. On September 30, 2004,
the lease agreements were canceled and repladedevitleases for a total of 20.6 square feet widm&tock Asset Management, L.C., an
entity wholly owned by Christopher Clemente. Tgayments made under this lease agreement weregbld2ZDecember 31, 2004. On
August 1, 2005, the lease agreement was amendea fdditional 8.4 square feet. On March 31, 26@7¢ase agreement was amended
decreasing the total square footage from 29.0 tb @4d extending the term for two additional ye&ts. the three months ended
September 30, 2007 and 2006, total payments mathke tinis lease agreement were $161 and $185, tesggcDuring the nine months
ended September 30, 2007 and 2006 total paymemgs$B40 and $558, respectively.

In May 2003, the Predecessor hired a constructiompany, in which Christopher Clemente’s brothevegias the President and is a
significant shareholder, to provide constructiorviees and act as a general contractor at the Coyrgp8elmont Bay developments. For the
three months ended September 30, 2007 and 20@6pttments made to the construction company wed8 &nd $6,358, respectively. For
the nine months ended September 30, 2007 and &fi@bpayments made to the construction compang $81028 and $8,029, respectively.

During 2003, the Predecessor entered into agresmsétit I-Connect, L.C., a company in which Investanagement, LLC, an entity
wholly owned by Gregory Benson, holds a 25% intiffes information technology consulting serviceslahe right to use certain customized
enterprise software developed with input from tloenpany. The intellectual property rights associatéd the software solution developed
by I-Connect, along with any improvements madeetoeby the Company, remain the property of I-Cohriéar three months ended
September 30, 2007 and 2006, the Company paid&98H12, respectively. During the nine months ersiegtember 30, 2007 and 2006,
Company paid $438 and $368, respectively, to I-@ohn

In October 2004, the Predecessor entered into @eagnt with Comstock Asset Management, L.C. (CAMjere CAM assigned the
Company first refusal rights to purchase a portibtheir Loudoun Station properties. In partial soleration for this performance the
Company agreed to provide management servicesfém af $20 per month. This agreement was termihatiective December 31, 2006. |
the three months ended September 30, 2007 andtR8@ompany recorded $0 and $60 in revenue, regpbctDuring the nine months
ended September 30, 2007 and 2006 the Companydezt®0 and $180 in revenue, respectively, fromehigy.
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In addition, the Company, in November 2004, entémémlan agreement with CAM to sell certain retaihdominium units at the Eclip
at Potomac Yard project for a total purchase pofc®14,500. In connection with this sale, the Compeeceived a non-refundable deposit of
$8,000 upon execution of the agreement. The agnetewss modified in 2005, which reduced the deparsibunt to $6,000. During the year
ended December 31, 2006, the Company incurred B5@&@sts associated with the construction of thailranits and recorded a receivable of
$377 which is reimbursable by CAM. The balance tauding as of September 30, 2007 is $110.

During the nine months ended September 30, 2002@06, the Company entered into sales contradslttiomes to certain employ:
of the Company. The Company, in order to attratgin, and motivate employees maintains a home @higebenefit program. Under the
home ownership benefits, an employee receivesigartat benefits provided by us when purchasingraéhor having one built by us. Sales
of homes to employees for investment purposes tdqumdify for any cost benefits.

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

In September 2005, Comstock Foundation, Inc., weated. Comstock Foundation is a not-for-profitamigation organized exclusively
for charitable purposes within the meaning of $ec&01(c)(3) of the Internal Revenue Code and iaffiliate of the Company. The affairs of
Comstock Foundation are managed by a fieeson board of directors with Christopher ClemeBtregory Benson, Bruce Labovitz and Tr
Schar (employee of the Company and spouse of Gphst Clemente) being four of the five. The Compalsy provides bookkeeping
services to Comstock Foundation at no charge. @Quhia nine months ended September 30, 2007 andtBe@@Bompany donated $0 and $50,
respectively, to Comstock Foundation.
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14. SEGMENT REPORTING

Statement of Financial Accounting Standards No, D&dclosures about Segments of an Enterprise anat&elInformatiorn(“"SFAS
131") establishes standards for the manner in wbichpanies report information about operating segsm&he Company determined it
provides one single type of business activity, hioailding, which operates in multiple geographieoonomic environments. In addition, &
result of the Company’s acquisitions in Georgia Bodth Carolina, which became fully integratedhie fourth quarter of 2006, the Company
modified how it analyzes its business during thetto quarter of 2006. As such, the Company hagméted that its homebuilding operatic
now primarily involve three reportable geograprégments: Washington DC Metropolitan Area; RaleMbrth Carolina and Atlanta,
Georgia. The aggregation criteria are based osithi#gar economic characteristics of the projectated in each of these regions.

The table below summarizes revenue and income faresch of the Company’s geographic segments atsan thousands):

Three Months Ended September 30, Nine Months Ended September 30,

2007 2006 2007 2006
Revenues

Washington DC Metropolitan Are $ 39,72¢ % 8,497 $ 167,11t $ 77,69¢
Raleigh, North Carolin 8,54: 10,86¢ 28,57¢ 21,27:
Atlanta, Georgic 3,71 15,91¢ 17,317 23,601
Total $ 51,98¢ $ 35,28( $ 213,006 $ 122,57
Operating income (los!

Washington DC Metropolitan Are $ (26,08¢) $ 8849 $ (22,310 $ 5,80¢
Raleigh, North Carolin (10,057 (820) (10,897 (2,930
Atlanta, Georgit (30,436 (2,62¢) (35,81) (8,439
Segment operating lo: (66,579 (4,332 (69,019 (5,560)
Corporate expenses unalloca 3,704 5,37 12,05: 14,33:
Total operating los (70,287) (9,709 (81,06%) (19,897
Other income 71t 33C 1,361 91¢
Equity loss — (13 — (66)
Minority interest (income) expen: (2) 12 (7) 17
Loss before income taxi $ (69,56 $ (9,409 $ (79,69) $ (19,059

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

Three Months Ended September 30, Nine Months Ended September 30,

2007 2006 2007 2006
Washington DC Metropolitan Are $ 29,58¢ $ —  $ 34,53 $ 6,84¢
Raleigh, North Carolin 10,05¢ 731 10,68( 2,724
Atlanta, Georgit 29,371 1,07C 32,19 5,147
$ 69,017 $ 180z $ 77,40 $ 14,71,

Corporate expenses unallocated and other incogmmgrised principally of general corporate expersseh as the offices of the Chief
Executive Officer and President, and the corpdiatnce, accounting, audit, tax, human resourcesketing and legal groups, offset in part
by interest income.
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The table below summarizes total assets for eatheo€ompany’s segments at September 30, 2007 aceniber 31, 2006:

Total Assets September 30, 20C December 31 200
Washington DC Metropolitan Are $ 179,80« $ 317,34¢
Raleigh, North Carolin 33,28¢ 61,617
Atlanta, Georgit 56,37 94,13:
Corporate 62,027 44,33(
Total Assets $ 331,49t $ 517,42!
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15. NOTES PAYABLE, DEBT AND COVENANTS

On May 26, 2006 the Company entered into a $40anibecured Revolving Borrowing Base Credit Facilith Wachovia Bank for
the financing of entitled land, land under develepin construction and letters of credit. All letterf credit issued will also be secured by
collateral in the facility. Funding availability generally limited to compliance with a borrowingsle and certain facility covenants. As of
September 30, 2007, $31.2 million was outstandiitl this facility. In February 2007 the Companyexed into a Forbearance Agreement
with the lender which reduced the covenants amdiedited the ability of the lender to claim an evefilefault as a result of non-compliance
with certain financial covenants of the originadiio The Forbearance Agreement runs through Mar@B.20

On May 4, 2006 the Company closed on a $30 millienior Subordinated Note offering. The term oftloée was thirty years but it
could be retired by the Company after five yearthwb penalty. The rate was fixed at 9.72% forfits five years and LIBOR plus 420 basis
points for the remaining twenty-five years. In Ma2007 the Company retired the Junior Subordinbitate with no penalty and entered into
a new 10Oyear, $30 million Senior Unsecured Note offeringhwithe same lender at the same interest rate.nnexion with the new notes, -
lender loosened the financial covenants throughe®dper 30, 2007 and permanently modified the ugatgyldefinitions used to calculate the
covenants. The lender was also granted the rigtecoire a $2.0 million principal reduction aftesgember 30, 2007. During the third qua
of 2007, the lender’s rights were assumed by the holder’s creditor. In October 2007 the Compageived a waiver from the note holder’
creditor(s) regarding any defaults that may refsath covenant compliance calculations for the qeraehding September 30, 2007. In
addition, the waiver extended to November 29, 2D@7date after which the note holder could reqai2.0 million principal reduction.

As of September 30, 2007, the Company had $7.4omitlutstanding to Key Bank in two secured fa@hti Under the terms of the
original loan agreements the Company is requireddmtain certain financial covenants. In May 288§ Company entered into loan
modification agreements which extended the maasritind waived the interest coverage ratio througteber 31, 2007. Key Bank has
notified the Company that they believe that the @any is not in compliance with the net worth coveras of September 30, 2007 and has
issued waivers for both facilities until Decembér 3007.

As of September 30, 2007 the Company had $11.lomitlutstanding to M&T Bank. Under the terms of thiginal loan agreements
the Company was required to maintain certain firdroovenants. In March 2007 the Company entertdloan modification agreements
lowering the minimum interest coverage ratio arartiinimum tangible net worth covenants. As of Seyer 30, 2007 the Company is no
compliance with the tangible net worth covenant.@mober 25, 2007 the Company entered into loanifinaton agreements which
extended maturities and provided for a forbearagceement with respect to all financial covenahite forbearance runs until March 31,
2008.

In December 2005 the Company entered into a $14ibmsecured, limited recourse loan with Corus Baglated to the Eclipse
project. Under the terms of the loan there is glsideed of trust covering two loan tranches. Thetranches have varying interest rates with
Tranche A at LIBOR plus 375 basis points and TrarBHixed at 16.0%. In April 2007 the loan matunitgs extended to January 2008 and
provided a mechanism for reallocation of TranchetB Tranche A which reduces the interest coshéoGompany. In September 2007 the
Company exercised its reallocation right leavingragimately $1.0 million in the Tranche B. At Sepiger 30, 2007 the outstanding balance
under this loan was $38.3 million. There are naricial covenants associated with this loan.

In February 2007 the Company entered into a $2Bomisecured, three-year limited recourse loan Wwitlggenheim Capital Partners
related to the Penderbrook project. Under the texftise loan the borrower (Comstock PenderbrookC) distributed $11.0 million of the
proceeds to the Company and established a $2.Bmdésh interest escrow to provide for interestein excess of the net operating income
being generated by the temporary rental operatibkise project. The loan bears an interest ratdBOR plus 500 basis points. Under the
terms of the loan there are two tranches, TranchetAree month LIBOR plus 400 basis points andhdma B at three month LIBOR plus ¢
basis points. As of September 30, 2007, the outsigrbalance under the loan was $16.3 million. €ae no financial covenants associated
with this loan.

On May 31, 2007 the Company entered into $4.5 aniliecured revolving credit facility with First Gtexr Bank. The loan matures on
June 10, 2008 bearing an interest rate of Prime Blas 0.25% per annum. As of September 30, 20@7e twas $1.4 million outstanding on
the loan. There are no financial covenants assatiaith this loan.

At September 30, 2007 the Company had approxim&@§ million outstanding with Regions Bank undee fseparate secured master
loan agreements. The loans carried varying magsritarting December 2007 with the majority ofld@ns maturing in 2008. There are no
financial covenants associated with these loans.
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On June 28, 2007 the Company entered into varmars inodification agreements with Bank of Americausig the remaining $4.6
million balance of the Company’s $15 million unsesmlirevolver, extending the curtailment schedulthefunsecured revolver and extending
the maturities of the Company’s Atlanta debt féieid by adding a balancing requirement estimateddolt in a $100 paydown in November
2007. There are no financial covenants associatidthese loans.

At September 30, 2007 the Company had $1.7 mibitstanding on a seller financing loan relatedtd,not secured by, the Beacon
Park at Belmont Bay 8&9 project. The loan maturatiremains unpaid. The Company is in discussionis thie lender regarding loan
modifications and extension.

From time to time, the Company employs subordinatediunsecured credit facilities to supplementatsital resources or a particular
project or group of projects. The Company’s lenderder these credit facilities will typically chargterest rates that are substantially higher
than those charged by the lenders under seniosended credit facilities. These credit facilitvedl vary with respect to terms and costs. As
of September 30, 2007, there were no outstandirighla rate unsecured loans. The Company intendsritinue to use these types of
facilities on a selected basis to supplement igstabresources.

Many of the Company’s loan facilities contain M@éAdverse Effect clauses which if invoked coutdate an event of default under
the loan. In the event all our loans were deemdxbtm default as a result of a Material Adversieé&if the Company’s ability to meet its
capital and debt obligations would be compromised.

The Company’s senior management continues to wodely with its lenders on both temporary and perema modifications to the
Company’s lending facilities. These modificatioms principally related to financial covenants anatumity dates. During the course of the
fourth quarter of 2007, the Company will be seekimgtandardize financial covenants among its lendéth whom it has existing covenants.
The Company cannot at this time provide any assasathat it will be successful in this effort. TBempany is also working with its lenders
to extend the maturities and associated cash dioligaof its facilities.

At December 31, 2006 the Company had approxim&205 million of debt related obligations that weoheduled to occur in 2007. .
of September 30, 2007, the Company had reducentes payable by $93.8 million with approximateh6$nillion of remaining obligations
in 2007 and approximately $110 million of cash gétions to its debt in 2008. The Company currelnéljeves that it will be successful in
meeting and/or extending its obligations but it paovide no assurances to that effect at this time.

16. RESTRICTED STOCK, STOCK OPTIONS AND OTHER STOCK PLANS

The Company accounts for its stock-based compemsatiangements in accordance with the provisiéi®-@éS No. 123(R) entitled
“Share-Based Payment,” under which the Companygrizes compensation expense of a stock-based awardhe vesting period based on
the fair value of the award on the grant date. fEirevalue of stock options granted is calculateder the Black-Scholes option-pricing
model. The following information represents the @amy’s grants of stock-based compensation to ereploprior to recognition of
estimated forfeitures.

During the three months ended March 31, 2007, tragany issued 109 restricted stock awards withiravédue of $440 that vest over
three years. During the three months ended Jun20B0, the Company issued 351 restricted stockdsmaith a fair value of $1,474 that vest
over three years. During the three months endete8dger 30, 2007, the Company issued 99 restrid¢tetk awards with a fair value of $197
that vest in one year.

At December 31, 2006, the Company accrued a lighidr employee incentive compensation awards 6@&performance intended to
be settled in cash in 2007. Due to market condititime Company elected to issue restricted stoekdsnn lieu of cash in settlement of the
incentive compensation obligations. As a resu#t, dompany granted, and charged to the incentivepeasation accrual, 142 restricted stock
awards with a fair value of $698 during the threenths ended March 31, 2007 and an additional 2&B8icted stock awards with a fair value
of $1,439 were granted and charged to the incectwepensation accrual during the three months edded 30, 2007.

At the Company’s annual shareholder meeting onedalper 12, 2007 the shareholders of the Companyeapgran amendment to the
Company’s 2004 Long-Term Incentive Compensatiom Rihich increased the number of shares availabdentine program by one million
shares. No stock options were granted during the months ended September 30, 2007.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENTS AND FACTORS THAT MAY AFECT RESULTS

The following discussion of our financial conditiand results of operations should be read in catiom with the accompanying
unaudited consolidated interim financial statemants the notes thereto appearing elsewhere iitiegport and our audited consolidated
and combined financial statements and the notestthér the year ended December 31, 2006, apgeariour Annual Report on Form 10-K
and Form 10-K/A for the year then ended (the “2B06m 10-K").

This report includes forward-looking statements Hra made pursuant to the safe harbor provisibtieedPrivate Securities Litigation
Reform Act of 1995. These forward-looking statersaren be identified by the use of words such atcipate,” “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 unu#its, many of which are beyond our control. Ybowld not place undue reliance on any
forward-looking statement, which speaks only athefdate made. Some factors which may affect theracy of the forward-looking
statements apply generally to the real estate tndusghile 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; ouripto service our substantial debt; inherent sigkinvestment in real estate; our ability to
compete in the Washington, D.C., Raleigh, Northoiaa and Atlanta, Georgia real estate and homiglingi markets; regulatory actions;
fluctuations in operating results; our anticipagedwth strategies; shortages and increased cofabaf or building materials; the availability
and cost of land in desirable areas; natural disgsour ability to raise debt and equity capited grow our operations on a profitable basis;
and our continuing relationships with affiliatesdditional information concerning these and othegpamtant risk and uncertainties can be
found under the heading “Risk Factors” in our AnriReport on Form 10-K for the year ended Decemlie2806. Our actual results could
differ materially from these projected or suggedigdhe forward-looking statements.

Overview

We engage in the business of residential land dpweént, production home building, high-rise conduom development,
condominium conversion and land sales in the gréssshington, D.C., Raleigh, North Carolina, anthAta, Georgia markets. Our business
was founded in 1985 by Christopher Clemente, oueftxecutive Officer, as a residential land depeloand home builder focused on the
luxury home market in the Northern Virginia subudf$Vashington, D.C. In 1992, we repositioned olwesas a production home builder
focused on moderately priced homes in areas whereowld more readily purchase finished building kbirough option contracts. In the late
1990s we diversified our product base to includétipia product types and home designs and we rebuilin-house land development
department to include significant experience irhldahd development operations and land entitleragpértise. In 1997 we entered the
Raleigh, North Carolina market. In 2005 we becanvelived in the business of converting existing abapartment properties to for-sale
condominium projects. In 2006, we entered the @] North Carolina, Myrtle Beach, South Carolamal Atlanta, Georgia markets through
the acquisition of Parker Chandler Homes, Incate RO06 we exited the Myrtle Beach, South Caratiaaket and in early 2007 we exited
Charlotte, North Carolina market.

Our general business strategy is to focus on flerresidential real estate development opportusitiehe Southeastern United States
that afford us the ability to produce productsratgpoints where we believe there is significamd aonsistent long-term demand for new
housing. We understand that the housing industryétical in nature. We recognize that current neidonditions are extremely challenging.
Accordingly, we have adapted our business planstnadegy with the goal of protecting liquidity, emtting our balance sheet and positioning
the Company for future growth when market condgionprove. In order to protect our liquidity we leaadopted a conservative approach to
land acquisition and investment and have takertiargaapproach with respect to market expansion bélieve that by doing so we are
enhancing our ability to take advantage of attvacteal estate investment opportunities in our coaekets as market conditions improve. At
September 30, 2007, we either owned or controlfetbuoption agreements approximately 3,000 buildtiitsy

The following tables summarize certain informatietated to new orders, settlements, and backlothéthree and nine month periods
ended September 30, 2007 and 2006:
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Gross new ordel
Cancellation:

Net new order:

Gross new order reven!
Cancellation revenu

Net new order revent
Average gross new order pri
Settlement:

Settlement revent- homebuilding
Average settlement pric
Backlog units

Backlog revenue (1

Average backlog pric

RESULTS OF OPERATIONS

IES

Three months ended Sept 30, 2007

(1) Does not include $14.5 million of backlog reventanf the Eclipse at Potomac Yard ret

Gross new ordel
Cancellation

Net new order:

Gross new order reven!
Cancellation revenu

Net new order revent
Average gross new order pri
Settlement:

Settlement revent- homebuilding
Average settlement pric
Backlog units

Backlog revenu

Average backlog pric
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Washington
North
Metro Area Carolina Georgia Total
32 25 24 81
70 5 3 78
(38) 20 21 3
$ 10,48: $ 6,56¢ $7,462 $ 24,50¢
$ 33,41 $ 1,411 $1,17:¢ $ 35,99¢
$(22,93) $ 5155 $6,28¢  $(11,486
$ 32¢ $ 265 $ 311 $ 308
95 34 12 141
$ 35,63¢ $ 8,41¢ $3,717 $47,76¢
$ 37¢ $ 248 $ 31C $ 33¢
23 50 27 10C
$ 7,80¢ $15,84: $9,131 $32,78:
$ 34C $ 317 $ 33 $ 32¢
Three months ended Sept 30, 2006
Washington
North
Metro Area Carolina Georgia Total
55 53 19 127
20 3 11 34
35 50 8 93
$ 18,53. $13,63t $ 4,771 36,93]
$ 6,145 $ 1,857 $ 2,63¢ 10,63¢
$ 12,38¢ $11,77¢ $ 2,13t 26,29¢
$ 337 $ 257 $ 251 $ 291
28 43 39 11C
$ 8,407 $10,86. $11,09¢ 30,36
$ 30C $ 25 $ 28 % 27¢€
451 64 35 55C
$181,70: $19,09¢ $10,45° $211,26:
$ 408 $ 29 $ 29¢ S 384
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Nine months ended Sept 30, 2007

Washington
North

Metro Area Carolina Georgia Total
Gross new ordel 521 10¢ 87 717
Cancellation: 15C 17 18 18t
Net new order: 371 92 69 532
Gross new order reven $111,82¢ $27,57: $27,287 $166,68t¢
Cancellation revenu $ 66,24¢ $ 5,161 $ 5,60( $ 77,00¢
Net new order revent $ 4558( $22,41: $21,687 $ 89,67¢
Average gross new order pri $ 21t $ 258 $ 314 $ 232
Settlement: 632 88 56 777
Settlement revent- homebuilding $162,52¢ $21,28¢ $17,29: $201,10¢
Average settlement pric $ 257 $ 24z $ 30¢ $  25¢€
Backlog units 23 50 27 10C
Backlog revenue (1 $ 7,80¢ $15,84: $ 9,131 $ 32,78:
Average backlog pric $ 34C $ 317 $ 33¢ $  32¢
(1) Does not include $14.5 million of backlogeaue from the Eclipse at Potomac Yard re

Nine months ended Sept 30, 2006
Washington
North

Metro Area Carolina Georgia Total
Gross new ordel 30C 14¢€ 14C 58¢€
Cancellation: 82 5 31 11¢€
Net new order: 21¢ 141 10¢ 46€
Gross new order reveni $101,76t $39,25. $36,50: $177,51¢
Cancellation revenu $ 28,11( $ 2,41¢ $ 7,048 $ 37,57(
Net new order revent $ 73,65¢ $36,83t $29,45¢ $139,94¢
Average gross new order pri $ 33¢ $ 266 $ 261 $ 308
Settlement: 22¢ 86 73 387
Settlement revent- homebuilding $ 77,08 $21,26:. $18,73% $117,08:
Average settlement pric $ 33 $ 247 $ 257 $ 30¢
Backlog units 451 64 35 55C
Backlog revenu $181,70. $19,09¢ $10,457 $211,26:
Average backlog pric $ 40z $ 29¢€ $ 29¢ $ 384
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We currently have communities under developmemuttiple counties throughout the markets we sefbe following table summarizes
certain information for our current and planned owmities as of September 30, 2007:

Project

Status: Active (1)
Allen Creek
Arcanum
Brentwood Estate
Falling Water
Gates of Luberol
Glenn lvey
Highland Statior
James Roa
Maristone
Senators Ridg
Traditions
Wyngate
Suk-Total / Weighted Average (:

Emerald Farn
Suk-Total / Weighted Average («

Allyn’s Landing
Brookefield Statior
Haddon Hall
Holland Roac
Kelton at Presto
North Farms
Providenc-SF
Riverbrooke
Wakefield Plantatioi
Wheatleigh Preser

Suk-Total / Weighted Average (

Barrington Parl

Beacon Park at Belmont Bay 8¢
Commons on Potomac ¢
Commons on Williams S
Penderbrool

River Club at Belmont Bay

The Eclipse on Center Pa
Woodlands at Round Hi
Suk-Total / Weighted Average («
Total Active

As of September 30, 2007

State

GA
GA
GA
GA
GA
GA
GA
GA
GA
GA
GA
GA

MD

NC
NC
NC
NC
NC
NC
NC
NC
NC
NC

VA
VA
VA
VA
VA
VA
VA
VA

Product

Estimated
Units at

Units

Lots

Owned Agreement

Lots
under
Option

Average New Ordel

Type (2) Completion Settled Backlog (3  Unsold Unsold Revenue to Date
SF 26 22 — 4 — 3 207,21¢
SF 34 19 3 12 — 3 379,11¢
SF 31 21 — 10 — 3 138,31
SF 22 13 3 6 — % 423,60(
SF 31 1 — 30 — % 697,38:¢
SF 65 11 3 51 — % 237,13
SF 10t 33 3 69 — % 286,78t
SF 49 — 8 41 — 3 325,55
SF 40 13 5 22 — 3 337,82:
SF 61 21 — 40 — 3 245,86
SF 4 3 — 1 — % 475,00(
SF 28 — 2 26 — 3 428,23!

49¢€ 157 27 31z — 3 288,33

SF 84 78 — 6 — 3 452,34°
84 78 — 6 —  $ 452,34°

TH 10€& 66 11 31 — 3 236,82(
SF 13C 3 3 124 — 3 244,94

Condc 90 4 1 85 — 3 194,63(
SF 81 — 21 60 — 3 432,57
TH 56 51 1 4 — % 312,37(
SF 47 41 3 3 — % 180,86°
SF 58 11 5 42 — % 193,12!
SF 66 37 4 25 — 3 168,46!
TH 77 45 1 31 — 3 485,51
SF 28 16 — 12 — 3 282,22°

741 274 50 417 — % 280,27

Condc 148 — — 14¢ — n/e

Condc 60C — 1 111 48¢ $ 389,00(

Condc 191 61 3 127 — 3 265,68:¢

Condc 18C 12¢& 3 49 — 3 344,34!

Condc 424 294 2 12¢ — % 257,18

Condc 84 83 — 1 — 447,89!

Condc 465 32C 14 131 — % 388,87(
SF 46 27 — 19 — 3 750,55(

2,136 917 23 714 48¢ $ 348,24(
3,45¢ 1,42z 10C 1,44¢ 48¢ $ 331,86
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Status: Development (1

East Capito DC Condc 13t — — 138 — n/e
Suk-Total / Weighted Average ( 132 — — 132 — n/a
Highland Avenue GA SF 28 — — 28 — n/a
Post Roac GA SF 60 — — 60 — n/e
Post Road | GA TH 62 — — 62 — n/e
Settingdown Circle GA SF 182 — — 174 8 n/e
Shiloh Road GA SF 60 — — 60 — n/e
Tribble Lakes GA SF 167 — — 1671 —  nle
Suk-Total / Weighted Average (« 55¢ — — 551 8 n/a
Massey Presery NC SF 187 — — 187 — n/e
Providenc-TH NC TH 8 — — 18 — n/e
Suk-Total / Weighted Average ( 208 — — 208 — n/a
Station View VA TH 47 — — A1 — n/s
Sul-Total / Weighted Average ( 49797 — — 47 — n/e
Total Development 944 — — 93¢ _38 n/a
Total Active & Development 4,40 1,427 10C 2,38t 49€ $331,86!

(1) “Active” communities are open for sal“Developmer” communities are in the development process and hatvget opened for sale
(2) “SF’ means single family hom"“TH” means townhouse ar* Cond¢” means condominiun

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

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

Results of Operations
Three and nine months ended September 30, 2007 compared to three and nine months ended September 30, 2006
Orders, cancellations and backlog

Gross new order revenue for the three months eBdptember 30, 2007 decreased $12.4 million, 0933t6 $24.5 million on 81
homes, as compared to $36.9 million on 127 homethéthree months ended September 30, 2006. Eorilie months ended September 30,
2007, gross new order revenue decreased $10.8mith 6.1% to $166.7 million on 717 homes, as camg to $177.5 million on 586 hom
for the nine months ended September 30, 2006. €beedse in new order revenue given the increasevirhome orders for the nine months
ended September 30, 2007 is due to the sale attehsemt of 316 units at the Bellemeade condominiuaject in June 2007 at prices lower
than our normalized average. Net of the Bellemesati an overall decrease in new orders is ataiid@tto weaker industry conditions and
increased price competition which are resultingemhuced demand and lowered pricing power across allir markets.

Our average gross new order revenue per unit éothitee months ended September 30, 2007 incregsktPH000 to $303,000, as
compared to $291,000 for the three months endete®éer 30, 2006. The average gross new order revagiuunit for the nine months
ended September 30, 2007 decreased $71,000 td0$P32s compared to $303,000 for the nine montdedBeptember 30, 2006. Excluc
the zero margin Bellemeade sale, average gros®rdav revenue for the nine months ended Septenihe0®7 decreased by $6,000 to
$297,000.

For the three months ended September 30, 2007 pezierced 78 unit cancellations totaling $36.0iomllas compared to 34 units
totaling $10.6 million for the three months endegit®@mber 30, 2006. Cancellations were most prevvalghe greater Washington DC mar
where we experienced 70 cancellations. At the Beliproject, in the Washington DC market, the Comgaxperienced 67 cancellations of
contracts which were predominately contracts edtar® in 2006 and earlier. Net of the Eclipse wpexienced 8 cancellations on 81 new
orders or 9.9%. At this time we have processed/dis¢ majority of our backlog at the Eclipse anddbetract holders have either settled or
cancelled. Buyers who are entering into new cotgraow are doing so with finished units and areeftge more deliberate with respect to
their intent to close. As a result, we expect baglderiods to shorten and we expect to experieigodisantly lower cancellation rates at the
Eclipse through the conclusion of the project.
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Our backlog at September 30, 2007 decreased $iBidn, or 84.5%, to $32.8 million on 100 homes,@mpared to our backlog at
September 30, 2006 of $211.3 million on 550 horiés. decrease in backlog is primarily due to the memcement of deliveries at the
Eclipse in November 2006, cancellations of salesasoftening market which has limited our abitiyreplace settlements with new orders.
Our backlog at September 30, 2007 includes 14 totitding $5.2 million at our Eclipse project. Chacklog does not include $14.5 million
other revenue to be generated from the retail cexngl Potomac Yard.

Revenue

Homebuilding revenue increased by $17.4 million502%, to $47.8 million for the three months en8egtember 30, 2007, as
compared to $30.4 million for the three months enBieptember 30, 2006. The number of homes deliferatie three months ended
September 30, 2007 increased by 28.2% to 141 fritirhbmes for the three months ended Septembe086, Zhe increase is primarily due
to 56 settlements generating $25.2 million of rexeeat the Eclipse project in the third quarter @2 versus zero settlements at the Eclipse in
the third quarter of 2006.

Homebuilding revenues increased by $84.0 milliari{ 7%, to $201.1 million for the nine months esh@&eptember 30, 2007, as
compared to $117.1 million for the nine months eh8eptember 30, 2006. The number of homes deliferetie nine months ended
September 30, 2007, increased by 100.8% to 777 3®mhomes for the nine months ended Septemb&08®. The increase in deliveries
and revenues for the nine months ended Septemb@080 is primarily attributable to 316 units reggeting $47.5 million in revenue related
to the bulk sale of our Bellemeade condominium ension project. In connection with the sale at Bekade, we purchased 58 units
previously settled, dissolved the condominium drahtdelivered all 316 units to a rental operatoirduJune 2007. Excluding the sale of
Bellemeade, the net increase in the number of deifsered and revenue generated during the ninghmended September 30, 2007 is
attributable to the Eclipse project which delivele& units and generated $78.6 million in revernuéngd the nine months ended
September 30, 2007 as compared to no settlemettits Eclipse in the nine months ended Septembe2(BIH.

Average revenue per home delivered increased bypzippately $63,000 to $339,000 for the three mowthded September 30, 2007
compared to $276,000 for the three months endeté®éer 30, 2006. Average revenue per home delivdgettased by approximately
$44,000 to $259,000 for the nine months ended 8dme30, 2007, as compared to $303,000 for the mimeths ended September 30, 2006.
Excluding the 316 unit bulk sale of the Bellemepdgect, average revenue per home delivered inedelag $30,000 to approximately
$333,000 for the nine months ended September 3, 20 compared to $303,000 for the nine monthsceBdptember 30, 2006. This
increase in average revenue per home is due pintaithe settlements at the Eclipse project.

Other Revenue

Other revenue for the three and nine month endpteB8der 30, 2007 and 2006 consists of land salée neethird parties and revenue
associated with our Settlement Title Services dvisFor the nine months ended September 30, 20 cevenue increased by $6.4 million
to $11.9 million, as compared to $5.5 million fbetnine months ended September 30, 2006. Thecaregse is attributable to $7.1 million of
revenue recognized on the sale of 110 finisheddbldassey Preserve in North Carolina in March &untke of 2007 and $3.8 million
recognized on the sale of land at Blake Crossingriginia in August 2007. For the nine months en&egtember 30, 2006, we recorded
approximately $4.8 million of land sales at CaraliWaterway in South Carolina and at Traditions &sIton in Georgia. We consider
revenue to be from homebuilding when there isw@ctire which is either partially or completely bwaih the lot when it is delivered. Sales of
lots occur and are included in other revenues wiesell raw land or finished home sites in advasfcany substantial home construction.
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Cost of sales
The following table summarizes our gross profiufesprior to impairment and write-off charges.

(Amounts in thousands)
Three Months Ended September 30,

2007 2006
Revenue- homebuilding $ 47,76¢ $ 30,36:
Cost of sale- homebuilding 41,74¢ 28,29(
Gross profit- homebuilding 6,021 2,071
Cost of sale- % of revenue 87.4% 93.2%
Gross margir 12.€% 6.8%
Nine Months Ended September 30,
2007 2006
Revenue- homebuilding $ 201,10¢ $ 117,08:
Cost of sale- homebuilding 181,49: 96,74¢
Gross profit- homebuilding 19,61¢ 20,33
Cost of sale- % of revenue 90.2% 82.6%
Gross margir 9.8% 17.4%

Cost of sales as a percentage of homebuilding tevdacreased to 87.4% for the three months endadi8ker 30, 2007, as compared
to 93.2% for the three months ended September(8IB. I his decrease is due primarily to the settlgro€56 higher margin units at the
Eclipse project in the third quarter of 2007 versa<Eclipse settlements in the third quarter of@@br the nine months ended September 30,
2007, cost of sales as a percentage of homebuitdirgnue increased to 90.2% as compared to 82.6%emine months ended
September 30, 2006. The increase in cost of salaparcentage of revenue for the nine months eBdptember 30, 2007, is principally the
result of the zero margin sale of the 316 condammmunit bulk sale at Bellemeade and continuingipgiconcessions throughout our mark
Due to weakening market conditions, sales cycledaing extended at many projects, which has mitareased the cost per unit by
increasing the amount of real estate tax, interedtcapitalized overhead. Impairment charges, wliietcalculated using a 17% discount rate
to net cash flow are recorded as a reduction ircapitalized land and or house costs. As a rethidse impairment charges will have the
future effect of expanding gross margins to themixbur impairment assumptions are accurate. Exuutie impact of impairments, we
would expect cost of sales as a percentage of veviencontinue to face upward pressure until gémeasket conditions improve, new
inventory is acquired or debt is further reduced.

Cost of sales other

Cost of sales other for the three and nine monikde@ September 30, 2007 was $3.6 million and $tdl®n as compared to $5.0
million for both the three and nine months endepit&maber 30, 2006. Cost of sales other includesdbes associated with lot and land sali
Massey Preserve and Blakes Crossing as discusegd siOther Revenue.
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Impairments and wri-offs

As discussed in Note 2 in the accompanying notéisedinancial statements, we recorded impairmadtwrite-off charges of $69.0
million and $1.8 million for the three months endggptember 30, 2007 and 2006, respectively. Fonittemonths ended September 30,
2007 and September 30, 2006 we recorded impairarehtvrite-off charges of $77.4 million and $14.liow, respectively. For the three
months ended September 30, 2007, total impairntearges of $61.4 million were incurred by marketadlews: $25.0 million in Washingto
DC, $9.1 million in Raleigh, North Carolina and $2million in Atlanta, Georgia. Impairment chargesre recorded on condominium,
townhouse and single family home projects. Basedwrassessment of current market conditions atimhates for the future, we believe
there are no additional impairments warrantediattime. However, if market conditions deterioratgher or actual costs are higher than
budgeted, we would be required to re-evaluatedhewverability of its real estate held for developirend sale and may incur additional
impairment charges. Impairment charges are recadedreduction in our capitalized land and or bagsts. As discussed in Note 2 in the
accompanying notes to the financial statementseserded write-off charges of $7.6 million duridgtthree months ended September 30,
2007. These write-offs included option deposits @ldted pre-acquisition development costs of $dilbon in the Washington D.C. region,
$2.1 in the Atlanta, Georgia region and $0.9 nillio the Raleigh, North Carolina region. As diseld$n the community development
summary table above, we have two land option cot#n@maining at September 30, 2007. Our total xyEoto these two projects is limited
to the option deposits of approximately $0.2 miilio

During the three months ended September 30, 208Teworded an $8.1 million impairment charge relatethe retail complex at the
Eclipse project. The charge was taken in conneatitim a reallocation of basis resulting from a sagian of the retail and residential
complexes based on a divergence of delivery timihigh resulted from high cancellation rates ane:@ended sellout of the remaining
residential units at the project. We expect to e the sale of the retail complex in the fourttader of 2007.

Selling, general and administrative

Selling, general and administrative cost as a pgage of total revenue was 15.1%, or $7.9 millfonthe three months ended
September 30, 2007, as compared to 28.0%, or $8li@mof total revenue for the three months en@&shtember 30, 2006. The $2.2 million
decrease is primarily attributable to the elimioatof redundant SG&A costs, reductions in markeé&rgenditures and an approximate 35%
workforce reduction. Selling, general and admiaiste cost as a percentage of total revenue wad$d, Jor $24.2 million, for the nine months
ended September 30, 2007, as compared to 21.2826d million of total revenue for the nine monémled September 30, 2006. Adjusted
for the $47.5 million June 2007 316 unit bulk saléhe Bellemeade condominium project, SG&A wa$¥%as a percentage of total revenue
for the nine months ended September 30, 2007. €beedse is due to an increased revenue base aagema@nt’s cost reduction initiatives
including staff reductions, reduced rents on caapooffice space, reductions in marketing and ogeeeral and administrative expenses.

Operating loss

Operating loss for the three months ended SepteBthe2007 increased by $60.6 million to an opeggliiss of $70.3 million, as
compared to an operating loss of $9.7 million far three months ended September 30, 2006. Operatingn for the three months ended
September 30, 2007, was (135.2%), as comparedt6%® for the three months ended September 30,. Z0@6operating loss for the nine
months ended September 30, 2007 increased by @6llich to an operating loss of $81.1 million, amtpared to an operating loss of
$19.9 million for the nine months ended SeptemiBe2806. Operating margin for the nine months erigatember 30, 2007, was (38.1%),
as compared to (16.2%) for the nine months endete8ier 30, 2006. The increases in operating Idssdke three and nine months ended
September 30, 2007 are primarily attributable t8.@6nillion of impairments and write-offs recognilzia the third quarter of 2007 and $7.5
million of impairments and write-offs recognizedtive second quarter of 2007. These losses weret affpart by the profitability of
deliveries at the Eclipse project and managements reduction initiatives.

Other income, net

Other income, net increased by $0.4 million to $aillion for the three months ended September 8072as compared to $0.3 million
for the three months ended September 30, 2006 r @tteme, net increased by $0.5 million to $1.4lionil for the nine months ended
September 30, 2006, as compared to $0.9 millioth@mnine months ended September 30, 2006. Theaserin other income for the three
and nine month period ended September 30, 200aply attributable to the forfeiture of buyerraast money deposits at the Eclipse
project.
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Income tax benef

The Company periodically reviews its deferred inedax asset to determine if it is more likely thmem to be realized. When it is more
likely than not that all or a portion of the defsdrincome tax asset will not be realized, a vatwagillowance must be established. Due to 2
earnings and the ability to carryback and carryfohwnet operating losses, a valuation allowancedéerred income tax assets was not
deemed necessary at September 30, 2007. To thd enxaeket conditions worsen and the Company is lentabgenerate sufficient taxable
income or obtain meaningful concessions from itskisawith respect to its existing debt facilitidse recoverability of this asset may be
compromised. At December 31, 2007 the Companyagglin review the recoverability of the deferrecoime tax asset.

For the three and nine months ended Septembel0B@, as a result of net losses, we recorded indarbenefits of $27.1 and $30.9
million as compared to income tax benefits of &hd $7.4 million for the three and nine months enBeptember 30, 2006. As discussed in
Note 9, in the accompanying notes to financiakstents, the Company recorded a charge to incomext@nse in the amount of $92,00(

a result of tax shortfalls related to the non mion of certain tax assets recorded in conjunatith employee stock grants.

Liquidity and Capital Resources

We require capital to post deposits on new dealputchase and develop land, to construct homdsntbrelated carrying costs and
overhead and to fund various advertising and mengggirograms 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 sadgjoity and debt securities. Our currently
owned and controlled inventory of home sites vatjuire significant capital to develop and construct

In production home building, it is common for btd such as us to employ revolving credit facitiehereby the maximum funding
available under the facility exceeds the maximurnstamding balance allowed at any given time. Téi®lving debt will typically provide for
funding of an amount up to a pre-determined peegenbf the cost of each asset funded. The baldrtbe éunding for that asset is provided
for by us as equity. The efficiency of revolvingatlén production home building allows us to openattn less overall debt capital than would
be required if we built each project with long-teamortizing debt. At September 30, 2007 we had@pprately $201.6 million of
outstanding indebtedness and $8.8 million of unicet! cash.

Our overall borrowing capacity may, from time tmé, be constrained by loan covenants which reguinénum ratios of interest to
EBITDA, minimum tangible net worth, and maximumieatof total liabilities to total equity. Our nommpliance with certain of these
covenants have, for the period ending Septembe2@17 been waived in one form or another. Thermiassurance that either we will return
to compliance at December 31, 2007 or our bankscwiiitinue to provide us waivers of our covenahtghe event our banks discontinue
funding and/or accelerate the maturities of thadilities we could experience an unrecoverablddity crisis in the future. While we can
make no assurances to this effect, we currentigbethat internally generated cash advances &kailtsnder our credit facilities, refunds of
income taxes paid in prior years, refinancing astixg underleveraged projects and access to pdblit and equity markets will provide us
with sufficient capital to meet our existing ancgegted capital needs for the remainder of 2007iraiod2008.

Our subsidiaries have secured debt which eitheamragitor has curtailment obligations during 2008 laeybnd. In our industry it is
customary for lenders to renew and extend propegtifies until the project is complete provide@ tbans are kept current. Since we are the
guarantor of our subsidiaries’ debt, any signiftdaiiure to negotiate renewals and extensiongitodebt would severely compromise our
liquidity and could jeopardize our ability to sd§i®ur capital requirements. Our recently repoded cured loan covenant violations, may at
some point negatively impact our ability to renavd &xtend our debt.

Credit Facilities

A majority of our debt is variable rate, based dBQR or the prime rate plus a specified numberasid 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 Septembe2(87,, the one-month LIBOR and prime rates of agewere 5.12% and 8.25%,
respectively, and the interest rates in effect unde existing secured revolving development antstaiction credit facilities ranged from
7.20% to 11.36%. For information regarding risksoasated with our level of debt and changes inrégerates, see Item 3 “Quantitative and
Quialitative Disclosures about Market Risk.”
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In the past we have generally financed our devetyrand construction activities on a project basithat, for each project we develop
and build, we have a separate credit facility. Adawgly, we have numerous credit facilities.

On May 26, 2006 we entered into a $40 million SeduRevolving Borrowing Base Credit Facility with @epvia Bank for the
financing of entitled land, land under development)struction and letters of credit. All letterscoédit issued will also be secured by
collateral in the facility. Funding availability generally limited to compliance with a borrowingsle and certain facility covenants. As of
September 30, 2007, $31.2 million was outstandiitl this facility. In February 2007 we entered iaté-orbearance Agreement with the
lender which reduced the covenants and elimindtedbility of the lender to claim an event of défas a result of non-compliance with
certain financial covenants of the original loaheTForbearance Agreement runs through March 2008.

On May 4, 2006 we closed on a $30 million Junidb@dinated Note offering. The term of the note wady years but it could be
retired by the Company after five years with noadgn The rate was fixed at 9.72% for the firsefigears and LIBOR plus 420 basis points
for the remaining twenty-five years. In March 2008& retired the Junior Subordinated Note with noghtgrand entered into a new 10-year,
$30 million Senior Unsecured Note offering with g@me lender at the same interest rate. In cormewith the new notes, the lender
loosened the financial covenants through Septe@®e?007 and permanently modified the underlyiniiniteons used to calculate the
covenants. The lender was also granted the rigtepoire a $2.0 million principal reduction aftesgember 30, 2007. During the third qua
of 2007, the lender’s rights were assumed by the holder’s creditor(s). In October 2007 we recdigewvaiver from the note holder’s
creditor(s) regarding any defaults that may refsath covenant compliance calculations for the qeraehding September 30, 2007. In
addition, the waiver extended to November 29, 2B@7date after which the note holder could reqgaif2.0 million principal reduction.

As of September 30, 2007, we had $7.4 million anding to Key Bank in two secured facilities. Unthes terms of the original loan
agreements we are required to maintain certaiméiahcovenants. In May 2007 we entered into loadlification agreements which extent
the maturities and waived the interest coverage thtough December 31, 2007. Key Bank has notifiedhat they believe that we are not in
compliance with the net worth covenant as of Sep&0, 2007 and has issued waivers for both fsluntil December 31, 2007.

As of September 30, 2007 we had $11.1 million amding to M&T Bank. Under the terms of the origitadn agreements we were
required to maintain certain financial covenamsMiarch 2007 we entered into loan modification agrents lowering the minimum interest
coverage ratio and the minimum tangible net woabenants. As of September 30, 2007 we are notritpance with the tangible net worth
covenant. On October 25, 2007 the Company entateddan modification agreements which extendeduritégs and provided for a
forbearance agreement with respect to all finareaknants. The forbearance runs until March 30820

In December 2005 we entered into a $147 milliorusst, limited recourse loan with Corus Bank relatedur Eclipse project. Under
the terms of the loan there is a single deed st ttavering two loan tranches. The two tranche® vawvying interest rates with Tranche A at
LIBOR plus 375 basis points and Tranche B fixe@@&0%. In April 2007 the loan maturity was extentiedanuary 2008 and provided a
mechanism for reallocation of Tranche B into Tranéghwhich reduces the interest cost to the Complngeptember 2007 the Company
exercised its reallocation right leaving approxieta$1.0 million in the Tranche B. At September 2007 our outstanding balance under this
loan was $38.3 million. There are no financial awsets associated with this loan.

In February 2007 we entered into a $28 million seduthreeyear limited recourse loan with Guggenheim Cajitaitners related to o
Penderbrook project. Under the terms of the loarbitrrower (Comstock Penderbrook, LLC) distribu&d.0 million of the proceeds to the
Company and established a $2.5 million cash interssow to provide for interest costs in exceshefet operating income being generated
by the temporary rental operations at the projEot loan bears an interest rate of LIBOR plus S@idpoints. Under the terms of the loan
there are two tranches, Tranche A at three morBOR plus 400 basis points and Tranche B at thre&tmldBOR plus 600 basis points. As
of September 30, 2007, our outstanding balanceruhddoan was $16.3 million. There are no finahc@avenants associated with this loan.
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On May 31, 2007 we entered into $4.5 million seduwsolving credit facility with First Charter Bankhe loan matures on June 10,
2008 bearing an interest rate of Prime Rate pl28%.per annum. As of September 30, 2007, we hatrillion outstanding on the loan.
There are no financial covenants associated wighdan.

At September 30, 2007 we had approximately $7.89anibutstanding with Regions Bank under five sepasecured master loan
agreements. The loans carried varying maturit@gisgy December 2007 with the majority of the loamsturing in 2008. There are no
financial covenants associated with these loans.

On June 28, 2007 we entered into various loan rivadién agreements with Bank of America securirggrigmaining $4.6 million
balance of the Company’s $15 million unsecured [k@rg extending the curtailment schedule of theegnsed revolver and extending the
maturities of the Company’s Atlanta debt facilittgsadding a balancing requirement estimated toltr@sa $100 paydown in November
2007. There are no financial covenants associaiibdtmese loans.

At September 30, 2007 we had $1.7 million outstagdin a seller financing loan related to, but maused by, our Beacon Park at
Belmont Bay 8&9 project. The loan matured but remeainpaid. We are in discussions with the lendgainding loan modifications and
extension.

From time to time, we employ subordinated and umstcredit facilities to supplement our capitalaerces or a particular project or
group of projects. Our lenders under these craditifies will typically charge interest rates tlaae substantially higher than those charged by
the lenders under our senior and secured crediitifzez These credit facilities will vary with rpsct to terms and costs. As of September 30,
2007, there were no outstanding variable rate wmeddoans. We intend to continue to use thesestgpéacilities on a selected basis to
supplement our capital resources.

Many of our loan facilities contain Material AdverEffect clauses which if invoked could create aené of default under the loan. In
the event all our loans were deemed to be in diefauh result of a Material Adverse Effect, ouligbio meet our capital and debt obligations
would be compromised.

The Company’s senior management continues to wodely with its lenders on both temporary and perema modifications to the
Company’s lending facilities. These modificatioms principally related to financial covenants anatumity dates. During the course of the
fourth quarter of 2007, the Company will be seekimgtandardize financial covenants among the lsndégh whom it has existing covenar
The Company will also continue to work with its deams to extend the maturities and associated dagiations of its facilities. The Company
cannot at this time provide any assurances thdtlibe successful in these efforts.

At December 31, 2006 the Company had approxim&20b million of debt related obligations that weoleduled to occur in 2007. .
of September 30, 2007 the Company had reducedtis payable by $93.8 million with approximately6$tillion of remaining obligations
in 2007 and approximately $110 million of cash gétions to its debt currently scheduled to occi#0A8. The Company currently believes
that it will be successful in meeting and/or exfegdts obligations but it can provide no assurartcethat effect at this time.
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Cash Flow

Net cash provided by operating activities was $&ilon for the nine months ended September 30,/2@s compared to net cash used
of $143.9 million during the nine months ended 8ayier 30, 2006. The $231.1 million increase in ¢lst from operations is primarily the
result of two business acquisitions completed efitst half of 2006 (as compared to none in 206,commencement of settlement activity
at the Eclipse, the sale of 316 condo units in ltilBellemeade and the sale of Massey Preservandtsther land holdings.

Net cash used in investing activities was $65,@0QHe nine months ended September 30, 2007, aparechto $17.1 million for the
nine months ended September 30, 2006. The dedsepemarily due to no business acquisitions bemagle in 2007.

Net cash used in financing activities was $99.6ionilfor the nine months ended September 30, 28Qbmpared to $129.6 million
provided in the nine months ended September 30.206t cash used in financing activities for theeninonths ended September 30, 2007
was principally the result of $173.6 million of dedincipal payments made during the period whiehenoffset by $74.0 million of new
secured and unsecured financing mostly relatedet&tlipse project.
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Recent Acquisitions

In May 2006, we completed the acquisition of Cdpitomes, Inc., in the Raleigh, North Carolina arBlae acquisition price was
approximately $7.5 million plus the assumption gpeoximately $20.6 million in liabilities. The rdssiof Capitol Homes, Inc. are included in
the accompanying financial statements from theopeiay 5, 2006 to September 30, 2007.

In January 2006, we completed the acquisition oké&aChandler Homes, Inc. in the Atlanta, Georg&aaThe acquisition price was
approximately $10.4 million plus the assumptiorapproximately $63.8 million in debt. The resultsdRafrker Chandler Homes, Inc. are
included in the accompanying financial statemermfthe period January 19, 2006 to September 317.20

Recent Accounting Pronouncements

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

In February 2007, the FASB issued Statement ofrfgilah Accounting Standard No. 15Bhe Fair Value Option for Financial Assets
and Financial Liabilities - Including an amendmeatFASB Statement No. 1{%™FAS 159”), which permits entities to measureicas
financial instruments and certain other items aitalue at specified election dates. The electinrst be made at the initial recognition of the
financial instrument, and any unrealized gainsoesés must be reported at each reporting date. $68% effective for financial statements
issued for fiscal years beginning after November2®7, and interim periods within those fiscalnged he Company is currently reviewing
the effect of SFAS 159 on its consolidated finahsiatements.

In June 2006, the FASB issued Interpretation NoA4¢8ounting for Uncertainty in Income Taxes — aefptetation of FASB
Statement No. 109, Accounting for Income T&%e# 48"), to create a single model to addressoaating for uncertainty in tax positions.
FIN 48 clarifies the accounting for income taxegpbescribing a minimum recognition threshold apasition is required to meet before
being recognized in the financial statements. RN o provides guidance on de-recognition, measemg classification, interest and
penalties, accounting in interim periods, disclesamd transition. FIN 48 is effective for fiscabye beginning after December 15, 2006. The
Company adopted the provisions of FIN 48 on Janta@007, as required. The cumulative effect ofpgicdg FIN 48 will be recorded as an
adjustment to the opening balance of retained egsrand is not expected to have a significant impatche Company’s consolidated
financial position. The adoption of FIN 48 may oaggeater volatility in the effective tax rate ggiforward. The Company expects to record
a benefit of approximately $1.2 million as a ben&fiopening retained earnings as a result of dogion of FIN 48.

Critical Accounting Policies and Estimates

There have been no significant changes to oucatiiccounting policies and estimates during the nionths ended September 30,
2007 compared with those disclosed in IteriManagement’s Discussion and Analysis of Financiahdition and Results of Operations
included in our Annual Report on Form 10-K for trear ended December 31, 2006.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk represents the risk of loss that magdnt our financial position, results of operationgash flows, due to adverse changes
in financial and commodity market prices and interates. We are exposed to market risk in the @frederest rate changes. A majority of
our debt is variable rate based on LIBOR and priate, and, therefore, affected by changes in manketest rates. Based on current
operations, as of September 30, 2007, an increaefke in interest rates of 100 basis points orarniable rate debt would have resulted in
a corresponding increase/decrease in interestlcitneurred by us of approximately $1.3 million é&nfiscal year, a significant portion of
which would be capitalized and included in cossales as homes are delivered. As a result, theteffenet income would be deferred until
the underlying units settled and the interest veésaised to cost of goods sold. Changes in thespoiceommodities that are a significant
component of home construction costs, particullamyber and concrete, may result in unexpected gbort increases in construction costs.
Because the sales price of our homes is fixedesdtitte a buyer enters into a contract to acquiverae and we generally contract to sell our
homes before construction begins, any increasestsdn excess of those anticipated at the timeaoh sale may result in lower consolidated
operating income for the homes in our backlog. \tengpt to mitigate the market risks of the priagctlation of commodities by entering ii
fixed price contracts with our subcontractors arademal suppliers for a specified period of timepgrally commensurate with the building
cycle. These contracts afford us the option to Ipase materials at fixed prices but do not obligatéo any specified level of purchasing.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmut, Chairman and Chief Executive Officer and Cliiefancial Officer have reviewed
and evaluated the effectiveness of our disclosonérals and procedures, which included inquirieslen certain other employees. Based on
their evaluation, our Chairman and Chief Execu@ficer and Chief Financial Officer have each coed that our 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 Securitiesltamge Act within the time periods specified by 8esurities and Exchange Commission’s
rules and forms and are also effective to enswakitifiormation required to be disclosed in the repwe file or submit under the Exchange
Act is accumulated and communicated to managermahtiding our Chief Executive and Chief Financidfi€ers, to allow timely decisions
regarding required disclosure.

During the quarter ended March 31, 2007, the Compampleted its implementation of the JD EdwardteBiseOne (E1) software
package. The E1 system is an Enterprise ResouacaiRy (ERP) suite of integrated operational andrftial modules that supports the
Company’s current and future operational needseahdnces its internal control over financial rejpgrt The implementation of the E1
system has affected the Company’s internal contreds financial reporting by, among other thingspioving user access security and
automating a number of accounting, back office, mmbrting processes and activities. Other tharEtheoftware package implementation,
there have been no changes in the Company’s ihteon#rols over financial reporting identified iornection with this evaluation that
occurred during the period covered by this repod that have materially affected, or are reasonbitdyy to materially affect, the Company’s
internal controls over financial reporting.

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

The design of any system of controls also is bas@art upon certain assumptions about the likelthof future events, and there car
no assurance that any design will succeed in aitigets stated goals under all potential futureditions; over time, a control may become
inadequate because of changes in conditions atefeee of compliance with the policies or procedumay deteriorate. Because of the
inherent limitations in a cost-effective controb®m, misstatements due to error or fraud may cmedmay not be detected.
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PART Il — OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS

On August 11, 2005, the Company was served witlogomto compel arbitration resulting from an aliéign of a loan brokerage fee
being owed for placement of a $147,000 project koauthe Eclipse at Potomac Yard project. The clairthe base amount of $2,000 plus
interest and costs was based on breach of coniindegébruary 2007 the Company received a ruling panel of arbiters to pay $3,000 under
this claim. The Company has posted a cash bondiladdan appeal which is pending in the amounhefjudgment.

In accordance with the provisions of its sales aegrents, the Company retained the deposits fronp&elbroject buyers that defaulted
on their obligation to settle. Certain buyers areking to obtain a refund of the forfeited depoaitd have filed suit. All disputed deposits
remain in a segregated escrow account and aredietlin the accompanying financials as RestricteshCa

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

ITEM 1A. RISK FACTORS

There have been no material changes in our rigkrfaas previously disclosed in our Annual ReparForm 10-K for the year ended
December 31, 2006 in response to Iltem 1A, excefullasvs:

Home prices and sales activities in the Washindio@,, Raleigh, North Carolina and Atlanta, Geomggagraphic markets have a large
impact on our profitability because we conduct sattgally all of our business in these markets.déy these markets have begun to exhibit
signs of decreasing consumer demand, and as &wesale experiencing reduced traffic, weakeningaled, higher cancellation rates and an
over-supply of inventory, similar to what other helonilders are experiencing. As a result of thesa@mic conditions, we have offered, and
may continue to offer, certain sales incentivesseneconomic conditions being experienced througheundustry will likely continue to
impact housing demand for the remainder of 2007iatod2008. As a result of these conditions, weentty believe there may be a reduction
in the number of new contracts in most of our memkand that gross margins on new contracts mayebatively impacted in all of our
regions. This could adversely affect our resulteérations and cash flows.

During the summer of 2007 the global credit marksiserienced severe turmoil as the default ratesubrprime mortgages increased
dramatically and the secondary market for loanfplos all but disappeared. The effect of the stimp default rates on available liquidity in
the credit markets has been extreme, and it hasbemore difficult for homebuilders and home buyterebtain credit. This could adversely
affect our ability to sell and build homes. Theguptions in the credit markets could also advgrafect our ability to service our debt,
comply with our covenants, negotiate loan extersamd maintain sufficient cash flow to support agiens.

Our current level of indebtedness creates extreasb flow pressures on the Company. Recent marketioi@tion and increased price
competition in our markets may create a cash floortage in future periods which would compromise ahility to service our debt and
operate as a going concern.
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ITEM 2.  EXHIBITS
31.1  Certification of Chairman and Chief Executive O#figoursuant to Rule 13a-14(a) and Rule 15d-14(ajnplgated under the
Securities Exchange Act of 1934, as amer

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

32.1 Certification of Chairman and Chief Executive Offiand 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 Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

COMSTOCK HOMEBUILDING COMPANIES, INC
Date: November 9, 2007 By: /s/ Christopher Clemente

Christopher Clement
Chairman and Chief Executive Offic

By: /s/ Bruce J. Labovitz
Bruce J. Labovit:
Chief Financial Officel
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EXHIBIT 31.1
CERTIFICATION OF CHAIRMAN AND CHIEF EXECUTIVE OFFIC ER

I, Christopher Clemente, certify that:

1.
2.

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

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operet, and cash flows of the registrant as of, amndthe period presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and we ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, is made known to us theat within that entity, particularly
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeabepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentiaisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrathos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
function):

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr 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 invaweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: November 9, 2007

/sl Christopher Clemente
Christopher Clement

Chairman and Chief Executive Offic
(Principal executive officer




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Bruce J. Labovitz, certify that:

1.
2.

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

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operet, and cash flows of the registrant as of, amndthe period presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, is made known to us theat within that entity, particularly
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeabepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentiaisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrathos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s inte control over financial reporting;

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
function):

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr 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 invaweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: November 9, 2007

/s/ Bruce J. Labovitz
Bruce J. Labovit:

Chief Financial Officel
(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 on FormQ@f Comstock Homebuilding Companies, Inc. (therf@any”) for the quarter
ended September 30, 2007 as filed with the Seesi@nd Exchange Commission on the date hereofReyort”), each of Christopher
Clemente, Chairman and Chief Executive Officeraf Company and Bruce Labovitz, Chief Financial &ffiof the Company, certify, to our
best knowledge and belief, pursuant to 18 U.S.C35D, as adopted pursuant to § 906 of the Sarb@rkes- Act of 2002, that

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

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company

Date: November 9, 2007 /sl Christopher Clemente
Christopher Clement
Chairman and Chief Executive Offic

Date: November 9, 2007 /s/ Bruce Labovitz

Bruce Labovitz
Chief Financial Officel

A signed original of this written statement reqdit®y Section 906, or other document authenticategnowledging, or otherwise
adopting the signature that appears in typed foithimvthe electronic version of this written stagmhrequired by Section 906, has been
provided to the Company and will be retained byGeenpany and furnished to the Securities and Exgdn&@ommission or its staff upon
request



