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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

Quarterly Report Pursuant To Section 13 or 15(d) othe Securities Exchange Act of 193
For the quarterly period ended March 31, 2008

[0 Transition Report Pursuant To Section 13 or 15(d) bthe Securities Exchange Act of 193

For the transition period from to

Commission File Number 1-32375

Comstock Homebuilding Companies, Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 20-1164345
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

11465 Sunset Hills Road
5% Floor
Reston, Virginia 20190
(703) 883-1700

(Address including zip code, and telephone number,
including area code, of principal executive offices

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the past@s. YES NO O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer noma-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check one)

Large accelerated filer ] Accelerated filer Non-accelerated filer] Smaller reporting companyx]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). YESO NO

As of May 1, 2008, 15,009,058 shares of the Classmon stock, par value $.01 per share, and Z@83%hares of Class B common stock,
par value $0.01, of the Registrant were outstanding
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except per share data)

March 31,
2008

December 31

2007

ASSETS
Cash and cash equivalel $ 14,16¢ $ 6,822
Restricted cas 5,44( 4,98¢
Receivable: 721 37C
Due from related parti 91 92
Real estate held for development and 203,50 203,86(
Inventory not owner variable interest entitie 19,25( 19,25(
Property, plant and equipment, | 1,361 1,53¢
Other asset 4,18¢ 22,05¢
TOTAL ASSETS $ 248,72! $ 258,97t
LIABILITIES AND SHAREHOLDERS’ EQUITY
Accounts payable and accrued liabilit $ 12,83: $ 21,96
Obligations related to inventory not own 19,05( 19,05(
Notes payabli 149,31° 141,21
Senior unsecured de 13,43¢ 30,00(
TOTAL LIABILITIES 194,63 212,22t
Commitments and contingencies (Note
Minority interest 22¢ 231
SHAREHOLDERY EQUITY
Class A common stock, $0.01 par value, 77,266,5@0es authorized, 15,128,915 and 15,120,955 is
and outstanding, respective 151 151
Class B common stock, $0.01 par value, 2,733,5@6estauthorized, 2,733,500 issued and outstat 27 27
Additional paic-in capital 156,79¢ 155,99¢
Treasury stock, at cost (391,400 Class A commocky (2,439 (2,439
Accumulated defici (100,677 (107,219
TOTAL SHAREHOLDERS EQUITY 53,86( 46,51¢
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 248,72! $ 258,97t

The accompanying notes are an integral part oktheasolidated financial statements.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue!
Revenue- homebuilding
Revenue- other
Total revenue
Expense!
Cost of sale- homebuilding
Cost of sale- other
Impairments and wri-offs
Selling, general and administrati
Operating (loss
Gain on troubled debt restructuri
Other (income) expense, r
Income (loss) before minority intere
Minority interest
Total pre tax income (los:
Income taxes benel

Net income (loss
Basic earnings (loss) per shi

Basic weighted average shares outstan

Diluted income (loss) per sha

Diluted weighted average shares outstan

The accompanying notes are an integral part oktheasolidated financial statements.

(Amounts in thousands, except per share data)

2

Three Months Ended March 31,

2008 2007

$ 1594( $ 43,02t
43€ 3,69¢
16,37¢ 46,72:
13,94( 36,86
28 3,62¢
832 891
4,54¢ 8,22t
(2,970 (2,882)

(8,325) —
(1,185 (344)
6,54( (2,540)
&) @)
6,547 (2,539
— (870)
$ 654 $ (1,669
$ 04C $ (0.1
16,54+ 15,88¢
$ 03¢ $ (0.1
16,58¢ 15,88¢
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands, except per share data)

Three Months Ended March 31,

2008 2007
Cash flows from operating activitie
Net income (loss $ 6,54: $ (1,669
Adjustments to reconcile net income (loss) to msthcprovided by (used in) operating activi
Amortization and depreciatic 17¢ 224
Impairments and wri-offs 832 891
Loss on disposal of ass¢ — 11
Minority interest 2 D
Gain on troubled debt restructuri (8,325 —
Board of Directors compensati 50 —
Amortization of stock compensatis 25 591
Deferred income ta — 89¢€
Changes in operating assets and liabilii
Restricted cas (45%) (1,757
Receivable! (352 3,12¢
Due from related partie 1 50
Real estate held for development and (18%) 11,72¢
Other asset 17,86¢ 15¢
Accounts payable and accrued liabilit (9,139 (13,69)
Due to related partie — (1,062
Net cash provided by (used in) operating activi 7,04t (5049)
Cash flows from investing activitie
Purchase of property, plant and equipr — (46)
Net cash (used in) investing activiti — (46)
Cash flows from financing activitie
Proceeds from notes payable and bridge 24,88( 43,35:
Proceeds from senior unsecured c — 30,00(
Payments on junior subordinated d — (30,000
Payments on notes payable, senior unsecured delrigige loar (24,58:) (46,417
Proceeds from shares issued under employee stockgse plai 5 27
Net cash provided by (used in) financing activi 302 (3,039
Net increase (decrease) in cash and cash equis 7,341 (3,589
Cash and cash equivalents, beginning of pe 6,822 21,26
Cash and cash equivalents, end of pe $ 1416¢ $ 17,68(
Supplemental disclosure for r-cash activity
Interest incurred but not paid in ce $ 29C % 1,114
Warrants issued in connection with troubled destreeturing $ 72 $ —

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

1. ORGANIZATION AND BASIS OF PRESENTATION

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

On December 17, 2004, as a result of completinigitisl public offering (“IPO”) of its Class A comon stock, the Company acquired
100% of the outstanding capital stock of Comstoolkdihg Company, Inc. and subsidiaries (“Comstockdims”) by merger, which
followed a consolidation that took place immediafglior 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 Class A and B common stodled€ompany, respectively. Both
Class A and B common stock shares bear the samem@orights. However, for voting purposes, Classtéck holders are entitled to one
vote for each share held while Class B stock heldee entitled to fifteen votes for each share.held

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

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

The Company develops, builds and markets sifeglaty homes, townhouses and condominiums in thetWeton D.C., Raleigh, Not
Carolina and Atlanta, Georgia metropolitan mark€e Company also provides certain managementdméhastrative support services to
certain related parties.

The homebuilding industry is cyclical and signifitly affected by changes in national and local ecoia, business and other
conditions. During 2006, new home sales in our m@rkegan to slow and that trend has continue®®8, resulting in the impairments
discussed in Note 2. In response to these conditile Company has significantly reduced sellimmpegal and administrative expenses in
order to align our cost structure with the curidenel of sales activity, slowed land acquisitiorlayed land development and construction
activities except where required for near termsaled has offered for sale various developed loddand parcels that the Company believes
are not needed based on current absorption rates.

Both the Company and its subsidiaries have seagbtwhich either matures or has curtailment okibiga during 2008 and beyond. In
our industry it is customary for lenders to renewl axtend project facilities until the project @ntplete provided the loans are kept current.
Since the Company is the guarantor of our subsédiadebt, any significant failure to negotiateeamals and extensions to this debt would
severely compromise our liquidity and could jeojsedbur ability to satisfy our capital requiremer@air recently reported and cured loan
covenant violations, may at some point negativegact our ability to renew and extend our debt.

The accompanying financial statements have begraprd assuming that the company will continue gsitag concern, which
contemplates the realization of assets and sdiisfiaof liabilities in the normal course of busiseblo adjustments have been provided as if
the company were unable to continue as a goingezanc

2. REAL ESTATE HELD FOR DEVELOPMENT AND SALE

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

Estimated fair value is based on comparable sélesabestate in the normal course of businessuexisting and anticipated market
conditions. The evaluation takes into considerati@ncurrent status of the property, various retsbms, carrying costs, costs of disposition
and any other circumstances, which may affectvae including management’s plans for the propédtye to the large acreage of certain
land holdings, disposition in the normal coursbuginess is expected to extend over a number 0§ yaa
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

write-down to estimated fair value is recorded wttennet carrying value of the property exceedsstsnmated discounted fair value. These
evaluations are made on a property-by-propertystasseen fit by management whenever events ogekam circumstances indicate that the
net book value may not be recoverable.

Deteriorating market conditions, turmoil in the ditenarkets and increased price competition haveicoed to negatively impact the
Company in 2008 resulting in reduced sales prioeseased customer concessions, reduced grossmeanmi extended estimates for project
completion dates. As a result, the Company evalualteof its projects to determine if recorded garg amounts were recoverable. This
evaluation resulted in an aggregate 2008 impairmieaitge of $828 at two projects. Impairment chaegegecorded as a reduction in our
capitalized land and/or house costs. The impairroleatge was calculated using a discounted cashdtwlysis model, which is dependent
upon several subjective factors, including thectida of an appropriate discount rate, estimatestaye sales prices and estimated sales pace
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 elé¢otase a rate of 17% in its discounted
cash flow model. While the selection of a 17% distaate was subjective in nature, the Companybes it is an appropriate rate in the
current market. The estimates used by the Companlgassed on the best information available atithe the estimates are made. If market
conditions continue to deteriorate additional adearhanges to these estimates in future periodd oesult in further material impairment
amounts to be recorded.

In addition, and from time to time, the Companyl witite-off deposits it has made for options onddhat it has decided not to
purchase. These deposits and any related capitglizeacquisition feasibility or project costs angtten off at the earlier of the option
expiration or the decision to terminate the option.

The following table summarizes impairment charges write-offs for the three months ended:

March 31, March 31,

2008 2007

Impairments $ 82¢ $ —
Write-offs 4 891

$ 83 $ 891

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

December 31

March 31,
2008 2007
Land and land development co $ 86,69¢ $ 84,44¢
Cost of construction (including capitalized intdrasd real estate taxe 116,81: 119,41.

$203,50: $ 203,86(

3. CONSOLIDATION OF VARIABLE INTEREST ENTITIES

The Company typically acquires land for developnamharket 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 purchgsmements 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 recéaitbe general credit of the Company.

5
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

The Company 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”) issued Interpretation Mi®.Consolidation of Variable Interest Entiti¢$-IN 46-R”"). This is because the
Company has been deemed to have provided subadifinaincial support, which creates a variablerggewhich limits the equity holder’s
returns and may absorb some or all of an entityfgeeted theoretical losses if they occur. The Compterefore, examines the entities with
which it has fixed price purchase agreements fesitde consolidation by the Company under FIN 48-fis requires the Company to
compute expected losses and expected residuahsdtased on the probability of future cash flowsuwtined in FIN 46-R. This calculation
requires substantial management judgments andastimn addition, because the Company does netdiay contractual or ownership
interests in the entities with which it contraciduy the land, the Company does not have thetyahilicompel these development entities to
provide financial or other data to assist the Comyga the performance of the primary beneficiarglemation.

The Company has evaluated its fixed price purchgseement and has determined that it is the prifpangficiary of that entity. As a
result, at March 31, 2008 and December 31, 20@/Cttmpany consolidated one entity in the accompangonsolidated balance sheets. The
effect of the consolidation was the inclusion 09®60 in “Inventory not owned-variable interestiges” with a corresponding inclusion of
$19,050 (net of land deposits paid of $200) to i@dtions related to inventory not owned.” Creditafsny, of this variable interest entity
have no recourse against the Company.

4. WARRANTY RESERVE

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

Three Months Ended March 31,

2008 2007
Balance at beginning of peric $ 1,53i $ 1,66¢
Additions 18C 23z
Releases and/or charges incur (18€) (209)
Balance at end of peric $ 1,531 $ 1,692
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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. It does not include $60d $0 of interest expensed in the period incuttethg the three months ended March 31,
2008 and 2007, respectively, for projects thatcareently considered inactive.

Three Months Ended March 31,

2008 2007
Total interest incurred and capitaliz $ 2,67¢ $ 6,43(
Interest expensed as a component of cost of $ (1,125 $ (4,019

6. EARNINGS (LOSS) PER SHARE

The following weighted average shares and sharaguts are used to calculate basic and dilutediregs (loss) per share for the th
months ended March 31, 2008 and 2007:

Three Months Ended March 31,

2008 2007

Basic earnings (loss) per shi

Net income (loss $ 6,54: $ (1,669)
Basic weighte-average shares outstand 16,54« 15,88¢
Per share amoun $ 04C $ (0.1

Dilutive earnings (loss) per she

Net income (loss $ 6,542 $ (1,669
Basic weighte-average shares outstand 16,54« 15,88¢
Stock options and restricted stock gre — —
Dilutive weighte-average shares outstand 16,58¢ 15,88¢
Per share amoun $ 03¢ $ (0.1))

During the three months ended March 31, 2008, 8%eshwere excluded from the diluted shares outstgrimecause inclusion would have
been anti-dilutive.

Comprehensive income

For the three months ended March 31, 2008 and 2@@@prehensive income equaled net income; theredaseparate statement of
comprehensive income is not included in the accawyipg consolidated financial statements.

7. ACQUISITIONS

On January 19, 2006, the Company acquired allefgbued and outstanding capital stock of Parkan@ller Homes, Inc., a
homebuilder in the Atlanta, Georgia metropolitarrkes for a cash purchase price of $10,400 (inclgdiransaction costs) and the assumg
of $63,800 in liabilities. The results of Parkeradhler Homes are included in the accompanying Gistatements starting January 19,
2006. The Company accounted for this transacti@caordance with Statement of Financial AccounStandards No. 14Business
Combinationg“SFAS 141"). Approximately $700 of the purchas&emwas allocated to intangibles with a weightedrage life of 4.6 years.
The intangibles are related to the Parker Chandde name, employment and non-compete agreenmeetee into with certain selling
shareholders. The remainder of the purchase prseailocated to real estate held for developmethsafe and land option agreements. Tl
was no goodwill associated with the transaction.
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

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

Subsequent to each acquisition, as a result d€tdmpany releasing the restrictive terms under theleyment and non-complete
agreements and the decision to no longer to useetipective trade names, all amounts assignedangibles were written off during the
fourth quarter of 2006. During the third quarte2607, the Company elected to terminate numerouwsdation agreements acquired in both
acquisitions. As a result, the purchase price atkat to land option agreements were substantiaityew off during the third quarter of 2007.

8. INCOME TAX

Income taxes are accounted for under the assdiadnility method in accordance with SFAS 108 ¢counting for Income Taxes
Deferred tax assets and liabilities are recogniaeduture tax consequences attributable to diffees between the financial statement
carrying amounts of existing assets and liabilitied their respective tax basis. Deferred tax ass# liabilities are measured using enacted
tax rates expected to apply to taxable incomeerytars in which those temporary differences apeeted to be recovered or settled. The
effect on the deferred tax assets and liabilitfes change in tax rates is recognized in incontéénperiod that includes the enactment date.

For the three months ended March 31, 2008, the @ognpgenerated taxable income of approximately $1P{6r federal and state tax
purposes. The $12,600 of taxable income is conpheseche $6,542 of net income and approximatelY®6,0f additional taxable income
resulting from temporary timing differences relatedhe gain on the troubled debt restructuring (dete 13). However, the Company is
projecting a tax loss for 2008 based principallytloa realization of current year tax deductionsrfqarior year impairment charges. Therefi
an effective tax rate of zero was assumed in catitig the current income tax expense at March GQ82

The Company'’s income tax (benefit) expense conefstise following as of March 31:

2008 2007
Current:
Federa $— $(1,490)
State — (277)
— (1,767)
Deferred:
Federal (58¢) 64C
State (209 121
(697) 761
Other
Valuation allowanct 697 —
Tax shortfall related to the vesting of certainiggawards — 13€
Total income tax (benefit) expen $— $ (870
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

Deferred income taxes reflect the net tax effettemporary differences between the carrying ammohassets and liabilities for
financial reporting purposes and the amounts ugsethfome tax purposes. Components of the Compalaferred tax assets and liabilities at
March 31, 2008 and December 31, 2007 were as fellow

2008 2007
Deferred tax asset
Inventory $ 26,66: $ 26,63:
Warranty 50¢ 56C
Investment in Affiliates 38 38
Net operating loss and tax credit carry forwe 862 2,54:
Cancellation of dek 2,321 —
Accrued expense 60C 531
Stock based compensati (209) (273)
30,78’ 30,03:
Les«—valuation allowanc: (29,905 (29,209
Net deferred tax asse 882 822
Deferred tax liabilities
Depreciation and amortizatic (882) (822)
Net deferred tax liabilitie (882) (822)
Net deferred tax assets (liabilitie $ — $ —

At December 31, 2007, the Company recorded valnatiowances for certain tax attributes and otlefeded tax assets. At this time,
sufficient uncertainty exists regarding the futteralization of these deferred tax assets throughidiaxable income or carry back
opportunities. If in the future the Company beligteat it is more likely than not that these defdrrax benefits will be realized, the valuation
allowances will be reversed.

In June 2006, the Financial Accounting Standardsr@dssued Interpretation No. 48;counting for Uncertainty in Income TaxggIN
48"). FIN 48 clarifies the accounting for uncertgiim income taxes recognized in accordance witASRNo. 109 Accounting for Income
Taxesand prescribes a recognition threshold and measmeattribute for the financial statement recognitand measurement of tax
positions taken or expected to be taken in a taxme

The Company adopted the provisions of FIN 48 akaafiary 1, 2007. As a result of this adoption Gbenpany recorded a benefit to-
opening accumulated deficit in the amount of $1,888 recognize interest accrued related to unrazedriax benefits in interest expense.
Penalties, if incurred, would be recognized asrapament of general and administrative expense. atckl 31, 2008, the Company had gross
unrecognized tax benefits of $77, which was fullgarved. The reserve was limited to interest oméhéiming difference. A reconciliation of
the beginning and ending amount of unrecognizedéaefits is as follows:

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

Balance as of March 31, 20

&

7

~

The unrecognized tax benefits of $77 at March 83082 would not reduce our annual effective tax fatecognized. The Company has
accrued interest and recorded a liability of $74@tezl to these unrecognized tax benefits durin@32@fe do not expect our unrecognized tax
benefits to change significantly over the next Iéhths.

The Company files U.S. and state income tax returjgisdictions with varying statutes of limitatis. The 2004 through 2007 tax
years generally remain subject to examination bigifel and most state tax authoriti

9
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COMSTOCK HOMEBUILDING COMPANIES, INC. AND SUBSIDIAR IES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

9. STOCK REPURCHASE PROGRAM

In February 2006 the Company’s Board of Directartharized the Company to purchase up to 1,000 shidrhe Company’s Class A
common stock in the open market or in privatelyateged transactions. The authorization did nofuide a specified time period in which the
shares repurchase would remain in effect. Durieglihee months ended March 31, 2007, the Companwyakased an aggregate of 70,300
shares of Class A common stock for a total of $6789.65 per share. There were no shares repuctifasthe three months ended March
2008 and the Company has no immediate plans toclepse any additional shares under the existirtgpaaation.

10. COMMITMENTS AND CONTINGENCIES
Litigation

In accordance with the provisions of its sales agrents, the Company’s subsidiary retained the sameney purchase deposits from
Eclipse project buyers who defaulted on their dadilimn to settle. Certain buyers are seeking toiolataefund of their forfeited deposits and
have filed a series of lawsuits and arbitratiofinelacommencing on or around June 28, 2007. Dispdgpdsits in an aggregate amount of
approximately $787 remain in a segregated escroauent and are included in the accompanying findistéements as restricted cash as of
March 31, 2008. For the three months ended Mar¢l2@18, the Company recognized $1,018 of incomm fiarfeited earnest money
purchase deposits from Eclipse buyers. This incismeported on the other (income) expense linbénstatement of operations. The
Company has filed counterclaims against the mgjofithe Eclipse buyers in the referenced actions.

On December 7, 2007, the Company and a subsidiarg served with a complaint and notice of lis pesdesulting from an allegation
of the subsidiary’s failure to pay $712 allegedledo the seller of property in the District of Gaibia known as the East Capitol project. The
Company’s subsidiary posted a cash escrow forithéstthe amount sought in the complaint in orderamplete conveyance of the property
without exception to title and intends to vigorgudefend the matter.

The Company has asserted claims against formeratiomg shareholders of Parker-Chandler Homes, lmtiomebuilder the Company
acquired pursuant to a stock purchase agreemeA (8&ted January 19, 2006. The Company has madgyticlaims against the $1,000
holdback escrow account established pursuant t8f#eto secure reimbursement and indemnificatios @sult of a series of claims and
liabilities created by certain omissions and/orrepsesentations allegedly made by the controlllmysholders in the SPA. The Company has
reserved all rights and remedies with respectéddhegoing and certain additional matters.

On February 29, 2008, a wholly owned subsidiarthefCompany, Mathis Partners, LLC (“Mathis Partfereceived notices of
acceleration and foreclosure from Haven Trust Bamkder) pursuant to existing acquisition and cartdion credit facilities at its Gates of
Luberon project. The aggregate outstanding balahtee indebtedness was approximately $5,221 #seodate of the notices. The notices
were issued after maturity of the indebtednesshatthis Partners’ inability to negotiate an extensid the credit facilities with Lender
pursuant to terms and conditions Mathis Partneesnéel satisfactory. On March 31, 2008, Mathis Peastrthe special purpose entity that
owns the Gates of Luberon project, filed a Chapiereorganization, prohibiting a scheduled foraatessale of the Lender’s collateral in the
Gates of Luberon project from taking place. MafPéstners is in the process of submitting a reoegdiain plan for court approval. In April
2008, the Lender filed a separate collection actigainst the Company pursuant to a guaranty agrgesnegered into by the Company for the
outstanding balance of the indebtedness. Regarai¢ke outcome of the reorganization process byhidaartners, the Company may
nevertheless be held responsible for the outstgriztitance of the indebtedness through the colleetdion against the Company.

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

The Company has commitments as a result of costeartered into with certain third parties to mestain performance criteria as
outlined in such contracts. The Company is requiogdsue letters of credit and performance boodbdse third parties as a way of ensuring
that such commitments entered into are met by thagainy. At March 31, 2008 the Company has issueZB&4n letters of credit and
$11,820 in performance and payment bonds to thskgarties. No amounts have been drawn agaipsetletters of credit and performance
bonds.

11. RELATED PARTY TRANSACTIONS

In April 2002 and January 2004, the Predecesseredtinto lease agreements for approximately 7d78a81 square feet, respectively,
its corporate headquarters at 11465 Sunset Hill@lRReston, Virginia from Comstock Partners, Lri@w known as 11465 SH-I, LC), an
affiliate of our Predecessor in which executivaagffs of the Company, Christopher Clemente, Gregeamyson, 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, andinrelated third party owns a 5% interest in GonisPartners. On September 30, 2004,
the lease agreements were canceled and repladedevitleases for a total of 20.6 square feet widmg&tock Asset Management, L.C., an
entity wholly owned by Christopher Clemente. Tgayments made under this lease agreement wereagldZDecember 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 yehrsDctober 2007, the lease agreement
amended decreasing the total square footage froint@4.7.1 and extending the term to four yearsubh September 2011. For the three
months ended March 31, 2008 and 2007, total paysmeatle under this lease agreement were $148 a2d &Epectively.

In May 2003, the Predecessor hired a constructompany, in which Christopher Clemente’s brotheryeg as the President and is a
significant shareholder, to provide constructiorviees and act as a general contractor at the Coy'go8elmont Bay developments. The
Company paid $0 and $1,897 to this constructionpaom during the three months ended March 31, 2668807, respectively.

During 2003, the Predecessor entered into agresmsétht I-Connect, L.C., a company in which Investanagement, LLC, an entity
wholly owned by Gregory Benson, holds a 25% interfes information technology and website consgtgervices and the right to use cer
customized enterprise software developed with ifqmuh the Company. The intellectual property righ¢sociated with the software solution
developed by I-Connect, along with any improvememdsle thereto by the Company, remain the propéitConnect. During the three
months ended March 31, 2008 and 2007, the Compaidy$i14 and $206, respectively, to I-Connect.

During the three months ended March 31, 2007, tvagany entered into sales contracts to sell homesrtain employees of the
Company. The Company, in order to attract, retaia, motivate employees maintains a home ownersripfti program. Under the home
ownership benefits, an employee receives certahlmnefits provided by the Company when purchaaihgme or having one built by the
Company. Sales of homes to employees for investpapbses do not qualify for any cost benefits. Toenpany did not enter into any sales
contracts to employees during the first three meoft2008.

In September 2005, Comstock Foundation, Inc. weated. Comstock Foundation is a not-for-profit aigation organized exclusively
for charitable purposes within the meaning of $ec§01(c)(3) of the Internal Revenue Code and iaffillmte of the Company. The affairs of
Comstock Foundation are managed by a figeson 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 three months ended March 31, 2008 and 2@Zdmpany donated $0 and $0,
respectively, to Comstock Foundation.

In February 2008, the Company entered into a LoahSecurity Agreement with Stonehenge Funding,d @holly-owned subsidiary
of Comstock Asset Management, an entity wholly-osvbg Christopher Clemente, the Chairman and Chietktive Officer of the
Company. The loan in the amount of $4,000 was seichy the Company'’s anticipated federal incomeré¢fxnd for tax year 2007. Terms of
the loan included interest-only payments at a fisatd of 12% per annum and an origination fee pgithe Company to Stonehenge Funding
at closing of the loan totaling $200. Also partatipg in the loan were Gregory Benson ($500) aratyf'Schar ($1,500). In March 2008, the
Company received its federal income tax refundus®t! a portion of the refund to pay off the loastal interest payments of $16 were made
to Stonehenge Funding.
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12. SEGMENT REPORTING

Statement of Financial Accounting Standards No, D&dclosures about Segments of an Enterprise anat&elInformation(“*SFAS
131") establishes standards for the manner in wbichpanies report information about operating segsmd&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 geograptegments: Washington DC Metropolitan Area, RaleMrth 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) (i@fere income taxes for each of the Compsammgographic segments (amount
thousands):

Three Months Ended March 31,

2008 2007
Revenues

Washington DC Metropolitan Are $ 6,49¢ $ 33,86:
Raleigh, North Carolina(e 6,47 8,59(
Atlanta, Georgia(b 3,40¢ 4,271
Total $ 16,37¢ $ 46,72
Operating (loss) incom

Washington DC Metropolitan Are $ (540 $ 3,19t
Raleigh, North Carolin 422 (189)
Atlanta, Georgit (1,597%) (1,516
Segment operating (loss) incol (1,715 1,49(
Corporate expenses unalloca (1,25%) (4,379
Total operating (loss) incon (2,970 (2,889
Other income 9,51( 344
Minority interest expens 2 1
Income (loss) before income tax $ 6,542 $ (2,539

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

March 31, March 31,
2008 2007
Washington DC Metropolitan Are $ 4 $ 357
Raleigh, North Carolin — —
Atlanta, Georgit 82¢ 534

$ 83 $ 891

The table below summarizes total assets for eattheo€ompany’s segments at March 31, 2008 and Deee&l, 2007:

2008 2007
Total Asset:

Washington DC Metropolitan Are $154,85! $150,59:
Raleigh, North Carolin 25,72¢ 28,51
Atlanta, Georgit 49,10° 50,88¢
Corporate 19,03 28,98
Total asset $248,72! $258,97¢
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13. TROUBLED DEBT RESTRUCTURING

On March 14, 2008, the Company executed an optisadtructure its $30,000 senior unsecured noteommection therewith, the
Company made a $6,000 principal payment to thehodder and executed an amended and restated imdemith the noteholder with a new
principal balance of $9,000 and a revised term yé&rs. The Company also issued the noteholdermamido purchase 1,500 shares of
Class A common stock at $0.70 per share. In exah#irggnoteholder agreed to cancel $15,000 of tiginal outstanding principal balance.

This transaction has been accounted for as a &dud#bt restructuring modification of terms purguarStatement of Financial
Accounting Standards No. 1A¢counting by Debtors and Creditors of Troubled DRbstructuringg“SFAS 15”). Under SFAS 15, the
amended and restated indenture was recordedpaintipal amount plus the total estimated fututeriest payments of $13,438.

Calculated in accordance with SFAS 15, the gainltieg from the execution of the amended and redtatdenture was determined as
follows:

Cash paid (including prepayment of interest throDglsember 31, 200¢ $ 6,651
Issuance of warrants, at fair val 72C
Amended and restated indenture, principal plusréuinterest paymen 13,43¢
Transaction cost 172
Total consideratiol 20,98:
Amount outstanding under original indent (30,000
Interest accrued under original indent (599
Unamortized loan fee 1,29:
Gain on troubled debt restructuri $ (8,329

On both a basic and diluted income per share lasigain was $0.50 for the three months ended Mait¢2008.

14. SUBSEQUENT EVENTS

In April 2007, the Company entered into a loan rfiodiion agreement with M&T Bank which extended thaturity date of the
Commons at Potomac Square acquisition and conistnuietcility. This extension expires on June 1,200

In April 2007, the Company extended an agreemetft Wiachovia to temporarily reduce the maximum a#ble under its revolving
borrowing base facility to $30.0 million and retle¢ aging date of certain projects in the borrowbage. This agreement expired on April 30,
2008.

On May 1, 2008 the Company’s $4.3 million loan liacwith Bank of America relating to its Highlanvenue project matured. The
Company is in discussions with Bank of America rdgey an extension of the facility.

On May 5, 2008 the Company’s $3.2 million loan liacwith RBC relating to its Post Preserve projawtured. The Company is in
discussions with RBC regarding an extension offalcdity.

On April 12 and April 30, 2008 the Company’s $4rtl&0.7 million facilities with BB&T relating to thSettingdown Circle and James
Road projects matured. The Company is in discussioth BB&T regarding extensions for these faciti

15. CREDIT FACILITIES

A majority of our debt is variable rate, based dBQR or the prime rate plus a specified numberasid points, typically ranging from
175 to 600 basis points over the LIBOR rate anthf®b to 295 basis points over the prime rate. Aessalt, we are exposed to market risk in
the area of interest rate changes. At March 31820@ one-month LIBOR and prime rates of inteveste 2.70% and 5.25%, respectively,
and the interest rates in effect under our exissiexgured revolving development and constructioditfacilities ranged from 4.45% to 9.72%.
During the first quarter of 2008 these rates haaentsignificantly reduced. For information regagdiisks associated with our level of debt
and changes in interest rates, see Item 3 “Qu#ndtand Qualitative Disclosures About Market Risk.

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

On May 26, 2006 we entered into $40 million SecuRedolving Borrowing Base Credit Facility with Wamha Bank for the financing
of entitled land, land under development, constoacand letters of credit. Funding availability Wik limited to compliance with a borrowing
base and facility covenants. As of March 31, 228.1 million was outstanding with this facilityhy February 2007 we entered into a
Forbearance Agreement with the lender which redtive@ovenants and eliminated the ability of threlés to claim an event of default as a
result of nol-compliance with the financial covenants of the imadjloan. The Forbearance Agreement runs throygtil 2008.



On May 4, 2006 we closed on a $30 million Juniob@dinated Note Offering. The term of the note wWady years and it could be
retired after five years with no penalty. The nates fixed at 9.72% the first five years and LIBOR420 basis points the remaining twenty-
five years. In March 2007 we retired the Junior @dimated Note with no penalty and entered intew &0-year, $30.0 million Senior
Unsecured Note Offering with the same lender asdme interest rate. During the third quarter @f7Z2@he lender’s rights were assumed by
the lender’s creditor(s). As discussed in Notedlthe accompanying notes to the consolidated fiahstatements, on March 14, 2008, we
executed an option to restructure the $30.0 millinsecured note. In connection therewith, we maB& @& million principal payment to the
lender and executed an amended and restated ineevith a new principal balance of $9.0 million $emed financial covenants and a rev
term of 5 years. We also issued the lender a watogourchase 1.5 million shares of Class A comstogk at $0.70 per share. In exchange
the lender agreed to cancel $15.0 million of thesaunding principal balance. This transaction fentaccounted for as a troubled debt
restructuring pursuant to Statement of FinancialAmting Standards No. 1A8¢ccounting by Debtors and Creditors of Troubled Deb
Restructuring«(“SFAS 15"). Under SFAS 15, the amended and redtaigenture was recorded at $13.4 million on M&th2008 which
includes its principal amount plus the total estedauture interest payments of $4.4 million oves temaining life of the notes at March 31,
2008.

As of March 31, 2008 we had $10.0 million outstaigdio M&T Bank. Under the terms of the loan agreetsewe are required to
maintain certain financial covenants. In March 20@7entered into loan modification agreements lavgethe minimum interest coverage
ratio and the minimum tangible net worth covena®is.October 25, 2007 we entered into loan modificeagreements which extended
maturities and provided for a forbearance with eespo all financial covenants. The forbearanceffisctive through March 31, 2008.

In December 2005 we entered into a $147.0 milliecused, limited recourse loan with Corus Bank eglab our Eclipse project. Under
the terms of the loan there was a single deedusf ttovering two loan traunches. The two trauntiaesvarying interest rates with Traunche
A at LIBOR plus 375 basis points and Traunche B60%. This loan was paid in full in March 2008.

In March 2008 we entered into the new loan with Bayk that refinanced an approximately $2.8 millioan with KeyBank and a
$22.5 million loan with Corus Bank. Under the terofishe new loan facility all financial covenantere eliminated. As of March 31, 2008,
we had $37.6 million outstanding to Key Bank unither new, now single secured facility.

As of March 31, 2008 we had approximately $32.7iamloutstanding to BB&T relating to multiple lodacilities. At March 31, 2008
four of the loans with aggregate outstanding o6$8illion had matured.

In February 2007 we entered into a $28.0 milliocused, three-year limited recourse loan with Guggén Capital Partners related to
our Penderbrook project. Under the terms of tha the borrower (Comstock Penderbrook, LLC) distielou$11.0 million of the proceeds to
Comstock and established a $2.5 million cash istezscrow to provide for interest costs in excéthenet operating income being gener.
by the temporary rental operations at the projgntier the terms of the loan there are two traunchesinche A at three month LIBOR plus
400 basis points and Traunche B at three month RBMis 600 basis points. There are no financiaknawnts associated with this loan other
than preset minimum unit settlements at quartetigrvals. As of March 31, 2008 our outstanding bedaunder the Tranche A portion of the
loan was $0.8 million and the Tranche B portionhaf loan was $14.0 million.

On May 31, 2007 we entered into a $4.5 million seduevolving credit facility with First Charter B The loan matures on June 10,
2008 bearing an interest rate of Prime plus 0.28%@apnum. There are no financial covenants assakwith this loan. As of March 31, 2008
we had $1.3 million outstanding on the loan. Thanlallows for one (1) six-month extension.

At March 31, 2008 we had approximately $5.3 millmststanding with Regions Bank under multiple sedunaster loan agreements.
The loans all mature on January 9, 2009. Ther@@f@ancial covenants associated with these loans.

On June 28, 2007 we entered into various loan rivadibn agreements with Bank of America securirgttien remaining $4.6 million
balance of our $15.0 million unsecured revolveterding the curtailment schedule of the unsecweedlver and extending the maturities of
our Atlanta debt facilities into 2008. There arefimancial covenants associated with these loahdla@ch 31, 2008 we had approximately
$9.2 million outstanding with Bank of America.

At March 31, 2008 we had $1.8 million outstandimgeoseller funded loan related to, but not sechyedur Beacon Park at Belmont
Bay 8&9 and River Club Il projects. The loan matubeit remains unpaid. We are in discussions wighenhder, who is also the project’s
developer, regarding loan modifications and othiejgut related contract modifications.

In May 2006 we entered into $6.8 million loan fagilwith Haven Trust Bank in Atlanta related to dbates at Luberon project. The
loan matured in November 2007. Haven Trust wasuilbhg to grant an extension on terms we felt wesasonable so this loan is now in
default. We are in the process of negotiating \M#tven Trust Bank regarding this disputed facilky March 31, 2007 we had $4.8 million
outstanding under this disputed facility. HavensEruitiated foreclosure proceedings. We protecieédequity in the project by seeking
bankruptcy protection for the entity which owns €aat Luberon.

From time to time, we employ subordinated and umstcredit facilities to supplement our capitalaerces or a particular project or
group of projects. Our lenders under these craditifies will typically charge interest rates tlaae substantially higher than those charged by
the lenders under our senior and secured crediitifzs: These credit facilities will vary with rpect to terms and costs. As of March 31, 2
there were no outstanding variable rate unsecwaasl We intend to continue to use these typeaaiiftfes on a selected basis to supplement
our capital resources.

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



Our senior management continues to work closelli itstlenders on both temporary and permanent ncadidns to our lending
facilities. These modifications are principallyatdd to financial covenants and maturity datesiriguthe course of 2008, we will be seeking
to standardize or eliminate financial covenants rgribe lenders with whom it has existing covenais.will also continue to work with its
lenders to extend the maturities and associatddalaigations of its facilities. We cannot at thime provide any assurances that it will be
successful in these efforts. In the event we atsumocessful we may not be able to continue operativithout court imposed protections.

16. CHANGE IN ACCOUNTING ESTIMATES

The preparation of the financial statements, irf@anity with accounting principles generally acapin the United States of America,
requires management to make estimates and assas it affect the reported amounts in the findrst&@ements and accompanying notes.
Actual results could differ from those estimatestéfial estimates are utilized in the valuatiomezf estate held for development and sale,
valuation of deferred tax assets, contingent ligdd, capitalization of costs, consolidation ofigale interest entities, warranty reserves and
incentive compensation accruals.

During the three months ended March 31, 2008, thragany recognized a reduction in selling, genardladministrative expense of
approximately $1,417 related to the amount accaiddecember 31, 2007 for 2007 employee incentivepemsation payments. This
transaction was a change in estimate due to théHatafter the completion and filing of the Compa form 10-K for the year ended
December 31, 2007, the Company’s CEO, with the@ambrof the Compensation Committee of the BoarDioéctors, determined to forgo
paying 2007 performance based bonuses. Instea@ampany elected to pay bonuses to retain key grapkothrough 2008 and executives
through 2009. The new facts and circumstancesctrat to light subsequent to the filing of form 10eld management to conclude that this
was a change in an accounting estimate. Accordimginagement has accounted for the change in estimthe current period in accordal
with Statement of Financial Accounting Standards N&t,Accounting Changes and Error Corrections
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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
financial statements and the notes thereto foy&ae ended December 31, 2007, appearing in our @&rReport on Form 10-K for the year
then ended (the “2007 Form 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 staterserén be identified by the use of words such ascipate,” “believe,” “estimate,”
“may,” “intend,” “expect,” “will,” “should,” “seek$ or other similar expressions. Forward-lookingtetaents are based largely on our
expectations and involve inherent risks and 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 sigk investment in real estate; our ability to
compete in the Washington, D.C. and Raleigh, N@diolina and Atlanta, Georgia real estate and houilding 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 capitad grow our operations on a profitable basis;
and our continuing relationships with affiliatesdditional information concerning these and othgpamtant risk and uncertainties can be
found under the heading “Risk Factors” in our FAiaK filed for the fiscal year ended December 3102 Our actual results could differ
materially from these projected or suggested byfdheard-looking statements.

Overview

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

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

As a result of deteriorating market conditions ve@dnadjusted certain aspects of our business gyrdte2008 we have continued to
focus our energy on repositioning projects, redgiciabt, reducing costs, managing liquidity, reniegioty loans with current period
maturities, refinancing projects and enhancingl@lance sheet. We have cancelled or postponed fgatart several new projects. As a
result we have purchased very little new land dlrempast 18 months. We have sold certain land #rat assets and taken steps to
significantly reduce our inventory of homes as weltil market conditions stabilize we will contiatio focus on working through the land
inventory that we currently own. This will inclugentinuing efforts to sell certain land parcels vehee believe it is the best strategy relative
to that particular asset. However, the cyclicalnabf our industry tends to create opportunitieadquire properties at reduced costs. Under
the right circumstances, when our financial conditivarrants, we would consider acquiring new dguelent opportunities



While we have always preferred to purchase finighdttliing lots that are developed by others we hase been active in entitling and
developing land for many of our home building potge We believe it is important to have the captdsl to manage the entitlement and
development of land in order to position us to bke & recognize opportunities to enhance the vafuke real estate we develop and to be
opportunistic in our approach to acquisitions. Nbekess, our interest in acquiring new developnpeojects will be focused on finished
building lots until market conditions and circunrstas warrant otherwise.
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In addition, our business has included the devetynredevelopment (condominium conversions) amstroction of residential mid-
rise and high-rise condominium complexes. The nitgjof our multi-family projects are in our core rkat of the greater Washington, D.C.
area. We believe that the demographics and hoaigings in the Washington, DC area will continu@toduce demand for high density
housing and mixed-use developments. In RaleightiND@arolina and Atlanta, Georgia, we are currefafused on lower density housing
such as single family homes and townhomes. In doderduce the cost associated with carrying ondominium inventory in the
Washington, DC region we operate certain of ourtirfamily projects as rental properties. This providegegular cash flow which we use
offset the carry costs associated with the applécatulti-family assets. In addition, we believe tredue of the assets will be enhanced when
market conditions stabilize or improve.

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

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

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

Our general business strategy is to focus on fiertesidential real estate development opportuitiehe southeastern United States
that afford us the ability to produce productsratgpoints where we believe there is significamd aonsistent long-term demand for new
housing. Recognizing that the housing industryyidical in nature and that current challenging neaidonditions may take time to stabilize,
we have adapted our business plan and strategythwithoal of protecting liquidity, enhancing outdrece sheet and positioning us for future
growth and profitability when market conditions irape. In connection with this strategy, we havesed a conservative approach to land
acquisition and capital investment, which favorguasition of finished building lots, and have pastpgd previous plans for continued market
expansion. We remain committed to disposing oftagbat do not allow for adequate return on investpital. We believe that this approach
enhances our ability to manage through challengiagket conditions and better positions us to takeatage of attractive opportunities in
our core markets as market conditions improveottay’s real estate market our general operatingbss strategy has the following key
elements:

» Attract and retain experienced personnel at alE

» Focus on our core markets in the |-Atlantic and Southeast region of the United St
» Focus on our current land inventory in our corekats

e Focus on a broad segment of the home buying maaketthe*middle marke”

» Create opportunities in areas overlooked by ourpmiitors

» Position our inventory for the growing mc-down market:

* Maximize our economies of sca
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In light of current depressed market conditionthim homebuilding industry we have adopted the falg additional business strategies
which we will focus on throughout 2008 and into 200

» Protect liquidity and maximize capital availabil

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

* Maximize the realized value of our real estate ah

» Utilize technology to streamline operations, redogsts, enhance customer communications and &eilale:

At March 31, 2008, we either owned or controllediemnoption agreements approximately 2,500 buildtitg; The following table
summarizes certain information related to new adeettiements, and backlog for the three montiog@nded March 31, 2008 and 2007:

Three months ended March 31, 2008

Washington

Metro Area North Carolina Georgia Total
Gross new ordel 23 18 9 50
Cancellation: 4 8 4 16
Net new order: 19 10 5 34
Gross new order reveni $ 8,15¢ $ 419: $2,77¢ $ 15,12t
Cancellation revenu $ 1,371¢ $ 272¢ $ 955 $ 5,06(C
Net new order revent $ 6,780 $ 1,467 $1,81¢ $ 10,06t
Average gross new order pri $ 358 % 23: $ 308 $ 30z
Settlement: 16 22 10 48
Settlement revent- homebuilding $ 6,060 $ 6,47¢ $ 3,40¢ $ 15,94(
Average settlement pric $ 37 3 294 $ 34C $ 33z
Backlog units 16 27 14 57
Backlog revenu $ 452¢ 3 7,91t $ 4,646 $ 17,09(
Average backlog pric $ 28 % 29 $ 332 $ 30C

Three months ended March 31, 2007

Washington

Metro Area North Carolina Georgia Total
Gross new ordel 79 32 34 14E
Cancellations 58 7 9 74
Net new order: 21 25 25 71
Gross new order reven! $ 25,137 $ 7,95¢ $10,75. $ 43,84«
Cancellation revenu $ 23,07¢ $ 2,127 $257C $ 27,77:
Net new order revent $ 2061 $ 582¢ $ 8,181 $ 16,07
Average gross new order pri $ 31 3 24¢  $ 31€ $ 30z
Settlement: 95 22 14 131
Settlement revent- homebuilding $ 33,74 $ 5,03¢ $ 4,246 $ 43,02¢
Average settlement pric $ 358 % 22¢ $ 30 $ @ 32¢
Backlog units 211 49 25 28t
Backlog revenu $ 92957 $ 1543t $ 8,65¢ $117,05:
Average backlog pric $ 441 3 31 $ 346 $ 411
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We currently have communities under developmemutiple counties throughout the markets we sefbe. following table
summarizes certain information for our current plehned communities as of March 31, 2008:

As of March 31, 2008

Lots
under

Product Lots Option
Estimated Backlog Owned Agreemen: Average New Ordel
Type Units at Units

Project State 2 Completion  Settlec 3) Unsold Unsold Revenue to Date
Status: Active (1)
Allen Creek GA SF 26 23 — 3 — % 204,98’
Arcanum GA SF 34 22 3 9 — 3 377,14¢
Brentwood Estate GA SF 31 21 — 10 — 3 138,31:
Falling Water GA SF 22 16 1 5 — 3 425,13¢
Gates at Lubero GA SF 31 3 1 27 — % 582,44
Glenn Ivey GA SF 65 16 3 46 — 3 229,24!
Highland Statior GA SF 10E 40 — 65 — 3 279,09:
James Roa GA SF 49 6 4 39 — % 332,49:
Maristone GA SF 40 18 — 22 — 3 320,88
Senators Ridg GA SF 61 25 1 35 — 3 246,87
Wyngate GA SF 28 3 1 24 —  $ 397,74:
Suk-Total / Weighted Average (- 49z  19: 14 28t — 3 286,16(
Emerald Farn MD  SF 84 78 — 6 — 3 452,34’
Suk-Total / Weighted Average (- 84 78 — 6 — 8 452,34
Allyn’s Landing NC TH 10¢ 76 10 22 — 3 237,94¢
Brookfield Statior NC SF 62 8 5 49 — % 224,92;
Haddon Hall NC Condc 90 15 — 75 — 3 175,38
Holland Roac NC SF 81 11 5 65 — 3 451,65¢
Kelton at Presto NC TH 56 55 1 — — 3 308,84(
North Farm NC SF 47 44 — 3 — 3 181,80:
Providenc-SF NC SF 58 19 4 35 — 3 194,67
Riverbrooke NC SF 66 45 1 20 — % 167,03!
Wakefield Plantatiol NC TH 77 48 1 28 — 3 489,55
Wheatleigh Preserv NC SF 28 18 o 10 — 8 279,20:
Suk-Total / Weighted Average (- 67  33¢ 27 307 — 3 272,44
Barrington Parl VA Condc 14— — 14¢ — n/a
Commons on Potomac ¢ VA Condc 191 77 4 11C — 3 238,47¢
Commons on Williams S VA Condc 18C 13C 5 45 — % 343,44¢
Penderbrool VA Condc 424 30C 1 123 — % 257,25¢
River Club at Belmont Bay VA Condc 84 84 — o —  $ 446,13:
River Club Il VA Condc 112 — 2 11C — % 300,17°
The Eclipse on Center Pa VA Condc 465 34¢ 4 11t — 3 396,26(
Woodlands at Round Hi VA _SF 46 28 — 18 — 3 745,16¢
Suk-Total / Weighted Average ( . 1,65C 96t 16 66¢ — 3 347,34¢
Total Active _ 2,89¢ 1,57¢ 57 1,267 —  $ 327,80’
Status: Development (1
Highland Avenue GA SF 28 — — 28 — n/e
Post Roac GA SF 60 — — 60 — n/s
Post Road | GA TH 62 — — 62 — n/s
Settingdown Circle GA SF 17z — — 172 — n/a
Shiloh Road GA SF 60 — — 60 — n/s
Tribble Lakes GA SF 167 — — 167 — n/e
Suk-Total / Weighted Average (« 54 — — 54¢ — n/a
Massey Presen NC SF 187 — — 187 — n/s
Providenc-TH NC TH 18 — — 18 — n/s
Suk-Total / Weighted Average ( 208 — — 20t — n/e



Beacon Park at Belmont Bay 8¢ VA Condc 488 — — — 48¢ n/a

Station View VA TH 47  — — 47 — n/e
Suk-Total / Weighted Average (: _ 53t — — 47 48¢ n/e
Total Development . 1,28¢ — — 801 48€ n/a
Total Active & Development _ 4,18¢ 1,57¢ 57 2,06¢ 48t $ 327,80

(1) “Active” communities are open for sal“Developmer” communities are in the development process and matvepened 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 bigdatilement has not yet taken pl¢

(4) “Weighted Averag’ means the weighted average new order sale |
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Results of Operations
Three months ended March 31, 2008 compared to three months ended March 31, 2007
Orders, cancellations and backlog

Gross new order revenue for the three months ektdgedh 31, 2008 decreased $28.7 million, or 65.59415.1 million on 50 homes as
compared to $43.8 million on 145 homes for theghmonths ended March 31, 2007. Net new order revéamthe quarter ended March 31,
2008 decreased $6.0 million, or 37.4%, to $10.lionilon 34 homes as compared to $16.1 million omdres for the quarter ended
March 31, 2007. The 95-unit decrease in gross rrelers and the 37-unit decrease in net new orderatatbutable to both reduced inventory
for-sale at our Eclipse project and current macketditions in the homebuilding industry which ahaacterized by a general excess supply
of homes available for sale and reduced buyer dente.

Average gross new order revenue per unit was ugethat $302,000 for the three months ended MarcB@I8 as compared to
$302,000 for the three months ended March 31, 2007.

For the three months ended March 31, 2008 we expexd 16 order cancellations totaling $5.1 millidcancellation revenue as
compared to 74 orders totaling $27.8 million fag tomparable period in 2007. Cancellations in itts¢ duarter of 2008 were spread amongst
our various communities with only one community ingvthree cancellations and the rest having twigwer. This is in contrast to the first
quarter of 2007 where most cancellations occumete greater Washington, DC market where we egpeed 58 cancellations. This
included 12 Company-initiated cancellations forrmpgmately $3.8 million of cancellation revenueoatr Barrington Park Condominiums
where we decided to temporarily manage the prejeet rental condominium community while we detesntre best use for the property. At
the Eclipse project in the Washington, DC market,experienced 36 cancellations for $16.3 milliocarficellation revenue in the first qua
of 2007 which were mostly related to contracts exténto in 2004. Of these 36 cancellations, evgiite cases where the contract buyer
cancelled an existing contract in connection witteeng into a new contract for a different unittze Eclipse.

Our cancellation rate for the three months endettv81, 2008 was 32.0% on 50 gross new orders cadjta cancellation rate of
51.0% on 145 gross new orders for the comparabilecpan 2007. The cancellation rate in the gre&t@shington, DC market was 17.4%, or
4 cancellations on 23 gross new orders. In theigfalmarket our cancellation rate was 44.4%, orr&elations on 18 gross new orders, and
in the Atlanta market our cancellation rate wagi%l.or 4 cancellations on 9 gross new orders. Clatioa rates in general are being fueled
by the tightening of the mortgage credit markeitd lay extended selling periods for resale homes.lDyers’ inabilities to obtain mortgage
financing and/or to resell their homes are sigaificcontributors to cancellations. We believe thathigh rate of cancellations in our Atlanta
and Raleigh markets was the result of reduced enesuonfidence, extended listing times for resaas, first-time buyer orientation of our
products and the typical lack of credit historytludse buyers.

Our backlog at March 31, 2008 decreased $100.@omjlor 85.4%, to $17.1 million on 57 homes as carag to our backlog at
March 31, 2007 of $117.1 million on 285 homes. Tdruction of backlog is a direct result of the coemeement of deliveries at the East
Tower of our Eclipse project in June 2007 and iidative of the generally slow market conditiongtie homebuilding industry.

Revenu

The number of homes delivered for the three moatited March 31, 2008 decreased by 63.4%, or 83 $)dmd8 as compared to 131
homes for the three months ended March 31, 2004 rd@thuction in new home deliveries was largelyitattable to 58 settlements at our
Eclipse project during the first quarter of 2007 dimits pre-sold in prior years as compared to iSsigettled at the Eclipse thus far in 2008.
Average revenue per home delivered increased byziopately $4,000 or 1.2% to $332,000 for the threenths ended March 31, 2008 as
compared to $328,000 for the three months endediMai, 2007.

Revenue from homebuilding decreased by $27.1 mijliiw 63.0%, to $15.9 million for the three monémsled March 31, 2008 as
compared to $43.0 million for the three months endarch 31, 2007. This reduction in revenue frormkbuilding is attributable to lower
overall volume of unit settlements which is in pidue result of a smaller backlog of units at théfse at the beginning of the quarter.

Other Revenue

Other revenue for the three months ended MarcR@18 decreased by $3.3 million, or 89.2%, to $0iMan, as compared to $3.7
million for the three months ended March 31, 20Dther revenue for the three months ended MarcR@®18 consists of rental revenue from
our Penderbrook and Barrington Park communitieee©tevenue during the first quarter of 2007 isnariily attributable to $3.5 million of
revenue recognized on the sale of 55 finishedftota our Massey Preserve project in North Caroliva. consider revenue to be from
homebuilding when there is a structure built ongéiuilt on the lot when delivered. Sales of latsur, and are included in other revenues,
when we sell raw land or finished home sites inaabe of any home construction.
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Cost of Sales and Cost of Sales Other

Cost of sales for the three months ended Marcl2@18 decreased by $23.0 million, or 62.3%, to $13illon, or 87.4% of
homebuilding revenue, as compared to $36.9 milliwr85.8% of revenue, for the three months endertMal, 2007.

Cost of sales other for the three months ended iMat¢ 2008 was $28,000 as compared to $3.6 miitiothe three months ended
March 31, 2007. Cost of sales other for the threaths ended March 31, 2007 primarily includes leost associated with the above-
mentioned lot sales at Massey Preserve where wessdinished lots to a third party.

Impairments and wri-offs

As discussed in Note 2 in the accompanying notéise@onsolidated financial statements, we reconagairment and writeff charge:
of $0.8 million and $0.9 million for the three mbatended March 31, 2008 and 2007, respectivelyaimments in the first quarter of 2008
consisted of two communities in the greater Atlearza. Based on management’s assessment of conagket conditions and estimates for
the future, we believe there are no additional iinpants warranted at this time. However, if mar@tditions deteriorate or actual costs are
higher than budgeted, we would be required to eduate the recoverability of our real estate hetddevelopment and sale and may incur
additional impairment charges. Impairments andeaoitfs for the first quarter of 2007 included ate+off of $357 as a result of selling our
interest in North Shore and adjusting amounts ciwetkt realizable value.

Selling, general and administrative

Selling general and administrative expenses fothlitee months ended March 31, 2008 decreased $ighmor 45.1% to $4.5 million,
as compared to $8.2 million for the three monthdeelnMarch 31, 2007. Reductions of salary and bempenses contributed $2.2 million of
the decrease due to the reduction in sales comonisgiaid on Eclipse settlements and a continudédtime to make strategic cuts in persor
and personnel related costs. Other significantggalos include: $0.5 million of non-cash employ&eck compensation expense, $0.7 million
of consulting expense, $0.3 million of office/modeld office/model related expense, and $0.2 milibaccounting and audit fees. Selling
general and administrative expenses represent8&o2and 17.6% of total revenue for the three moatited March 31, 2008 and 2007,
respectively. Despite the reductions in sellingegahand administrative expenses, the percentagevehue comparison increased due to a
steep decline in revenue for the first quarter@¥®compared to the same period in 2007.

Operating loss

Operating loss for the three months ended Marct2828 increased $0.1 million to $(3.0) million asrpared to $(2.9) million for the
three months ended March 31, 2007. Operating méogithe three months ended March 31, 2008 was8%Bas compared to (6.2%) for the
three months ended March 31, 2007. The decreasgeirating margin is attributable both to increasemst of goods sold and write-offs as
discussed above and reduced revenue from fewdarsetits. A breakdown of operating (loss) incomed&yment is provided in Note 12 in
the accompanying notes to the consolidated finhstagéements.

Other (income) expense, net

Other (income) expense, net for the three montds@March 31, 2008 increased by $0.9 million t@$tillion as compared to $0.3
million for the three months ended March 31, 200 increase in other income is attributable todased interest income and additional
income resulting from buyers canceling sales catgrand forfeiting their earnest money deposits.

Income taxe:

Income tax (benefit) for the three months endeddd&d, 2008 was $0 compared to $(0.9) million Far three months ended March
2007. Our combined effective tax rate includinghbatirrent and deferred provisions for the three tmended March 31, 2008 and 2007
0% and 34.3%, respectively. As discussed in NatetBe accompanying notes to the consolidated &izdstatements, we generated taxable
income for federal and state tax purposes of apprabely $12.6 million during the three months entiéatrch 31, 2008. This $12.6 million of
taxable income is comprised primarily of the $6.i8iom of net income and approximately $6.0 milliohtaxable income resulting from
timing differences associated with the troubledtdebtructuring (see Note 13 in the accompanyirtgsto the consolidated financial
statements). However, since we are projecting dosscfor the full year 2008, an effective tax rateero was assumed in calculating the
current income tax (benefit) expense at March 8082
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Liquidity and Capital Resources

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

In production home building, it is common for b@td such as us to employ revolving credit fac8itiehereby the maximum funding
available under the facility exceeds the maximurnstamding balance allowed at any given time. Téi®lving debt will typically provide for
funding of an amount up to a pre-determined peeggnbf the cost of each asset funded. The baldrtbe éunding for that asset is provided
for by us as equity. The efficiency of revolvingatién production home building allows us to openatth less overall debt capital availability
than would be required if we built each projecthwing-term amortizing debt. At March 31, 2008 veel lapproximately $162.8 million of
outstanding indebtedness and $14.2 million of uricesd cash.

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

Our overall borrowing capacity may, from time tmé, be constrained by loan covenants which regui@@mum loan-to-value ratios,
minimum ratios of interest to EBITDA, minimum tabg net worth, and maximum ratios of total liali to total equity. Our non-
compliance with certain of these covenants hawethi® period ending March 31, 2008, been waiveshia form or another. There is no
assurance that either we will return to compliaincghe future or that our banks will continue t@yide us waivers of our covenants. In the
event our banks discontinue funding, acceleratertatirities of their facilities or refuse to rendwve facilities at maturity we could experier
an unrecoverable liquidity crisis in the future. Mg¢lwe can make no assurances to this effect, wectly believe that internally generated
cash advances available under our credit facilitiefsinds of income taxes paid in prior years naficing of existing underleveraged projects
and access to public debt and equity markets woNide us with access to sufficient capital to maatexisting and expected capital needs in
2008.

We have secured debt which either matures or haailowent obligations during 2008 and beyond. In imdustry it is customary for
lenders to renew and extend project facilitiesluhé project is complete provided the loans ag kerrent. Since we are the guarantor of our
subsidiaries’ debt, any significant failure to negt® renewals and extensions to this debt wouldrety compromise our liquidity and could
jeopardize our ability to satisfy our capital regmients. Our recently reported and cured loan @weriolations, may at some po
negatively impact our ability to renew and extend debt.
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Credit Facilities

A majority of our debt is variable rate, based dBQR or the prime rate plus a specified numberasid points, typically ranging from
175 to 600 basis points over the LIBOR rate anthf®b to 295 basis points over the prime rate. Aesalt, we are exposed to market risk in
the area of interest rate changes. At March 31820@ one-month LIBOR and prime rates of inteveste 2.70% and 5.25%, respectively,
and the interest rates in effect under our existiexgured revolving development and constructioditfacilities ranged from 4.45% to 9.72%.
During the first quarter of 2008 these rates haaentsignificantly reduced. For information regagdiisks associated with our level of debt
and changes in interest rates, see Item 3 “Quéndtand Qualitative Disclosures About Market Risk.

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

On May 26, 2006 we entered into $40 million SeclRedolving Borrowing Base Credit Facility with Wamha Bank for the financing
of entitled land, land under development, constoacand letters of credit. Funding availability Wok limited to compliance with a borrowing
base and facility covenants. As of March 31, 2(28.1 million was outstanding with this facilityhy February 2007 we entered into a
Forbearance Agreement with the lender which redtive@ovenants and eliminated the ability of threlés to claim an event of default as a
result of non-compliance with the financial covetsanof the original loan. The Forbearance Agreemems through April 2008.

On May 4, 2006 we closed on a $30 million Juniob@&@dinated Note Offering. The term of the note wWady years and it could be
retired after five years with no penalty. The rates fixed at 9.72% the first five years and LIBOR420 basis points the remaining twenty-
five years. In March 2007 we retired the Junior @dimated Note with no penalty and entered intew &0-year, $30.0 million Senior
Unsecured Note Offering with the same lender asdme interest rate. During the third quarter @f7Z2@he lender’s rights were assumed by
the lender’s creditor(s). As discussed in Notedlthe accompanying notes to the consolidated fiahstatements, on March 14, 2008, we
executed an option to restructure the $30.0 millinsecured note. In connection therewith, we maB& @& million principal payment to the
lender and executed an amended and restated inelevith a new principal balance of $9.0 million $emed financial covenants and a rev
term of 5 years. We also issued the lender a watogourchase 1.5 million shares of Class A comstogk at $0.70 per share. In exchange
the lender agreed to cancel $15.0 million of thesaunding principal balance. This transaction fentaccounted for as a troubled debt
restructuring pursuant to Statement of FinancialdAmting Standards No.1BAccounting by Debtors and Creditors of Troubled Deb
Restructuring«(“SFAS 15"). Under SFAS 15, the amended and redtaigenture was recorded at $13.4 million on M&th2008 which
includes its principal amount plus the total estedduture interest payments of $4.4 million over temaining life of the notes at March 31,
2008.

As of March 31, 2008 we had $10.0 million outstaigdio M&T Bank. Under the terms of the loan agreetsewe are required to
maintain certain financial covenants. In March 20@7entered into loan modification agreements lavgethe minimum interest coverage
ratio and the minimum tangible net worth covena®is.October 25, 2007 we entered into loan modificeagreements which extended
maturities and provided for a forbearance with eespo all financial covenants. The forbearanceffisctive through March 31, 2008.

In December 2005 we entered into a $147.0 milliecused, limited recourse loan with Corus Bank esglab our Eclipse project. Under
the terms of the loan there was a single deedisf tovering two loan traunches. The two traunttaebvarying interest rates with Traunche
A at LIBOR plus 375 basis points and Traunche B6a0%. This loan was paid in full in March 2008.

In March 2008 we entered into the new loan with Bayk that refinanced an approximately $2.8 millioan with KeyBank and a
$22.5 million loan with Corus Bank. Under the terofishe new loan facility all financial covenantere eliminated. As of March 31, 2008,
we had $37.6 million outstanding to Key Bank unither new, now single secured facility.

As of March 31, 2008 we had approximately $32.7iomloutstanding to BB&T relating to multiple lodacilities. At March 31, 2008
four of the loans with aggregate outstanding o6$8illion had matured.
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In February 2007 we entered into a $28.0 milliocused, three-year limited recourse loan with Guggén Capital Partners related to
our Penderbrook project. Under the terms of tha tha borrower (Comstock Penderbrook, LLC) distiéoui$11.0 million of the proceeds to
Comstock and established a $2.5 million cash iste¥scrow to provide for interest costs in excéshenet operating income being gener.
by the temporary rental operations at the projgntler the terms of the loan there are two traunchesinche A at three month LIBOR plus
400 basis points and Traunche B at three month RBis 600 basis points. There are no financiaknants associated with this loan other
than preset minimum unit settlements at quarterigrivals. As of March 31, 2008 our outstanding hedaunder the Tranche A portion of the
loan was $0.8 million and the Tranche B portionhaf loan was $14.0 million.

On May 31, 2007 we entered into a $4.5 million seduevolving credit facility with First Charter B The loan matures on June 10,
2008 bearing an interest rate of Prime plus 0.28%apnum. There are no financial covenants assacwith this loan. As of March 31, 2008
we had $1.3 million outstanding on the loan. Ttanlallows for one (1) six-month extension.

At March 31, 2008 we had approximately $5.3 millmststanding with Regions Bank under multiple sedunaster loan agreements.
The loans all mature on January 9, 2009. Thera@feancial covenants associated with these loans.

On June 28, 2007 we entered into various loan rivadién agreements with Bank of America securirggttten remaining $4.6 million
balance of our $15.0 million unsecured revolveterding the curtailment schedule of the unsecweedlver and extending the maturities of
our Atlanta debt facilities into 2008. There arefimancial covenants associated with these loahdlach 31, 2008 we had approximately
$9.2 million outstanding with Bank of America.

At March 31, 2008 we had $1.8 million outstandimgeoseller funded loan related to, but not secbyedur Beacon Park at Belmont
Bay 8&9 and River Club Il projects. The loan matubeit remains unpaid. We are in discussions wighehder, who is also the project’s
developer, regarding loan modifications and othiejegt related contract modifications.

In May 2006 we entered into $6.8 million loan fagiwith Haven Trust Bank in Atlanta related to dbates at Luberon project. The
loan matured in November 2007. Haven Trust wasuilbhg to grant an extension on terms we felt wesasonable so this loan is now in
default. We are in the process of negotiating \M#tven Trust Bank regarding this disputed facilky March 31, 2007 we had $4.8 million
outstanding under this disputed facility. HavensTinitiated foreclosure proceedings. We protecti@dequity in the project by seeking
bankruptcy protection for the entity which owns €aat Luberon.

From time to time, we employ subordinated and umsztcredit facilities to supplement our capitalaerces or a particular project or
group of projects. Our lenders under these creditifies will typically charge interest rates tlzae substantially higher than those charged by
the lenders under our senior and secured credlititzsz These credit facilities will vary with rpsct to terms and costs. As of March 31, 2
there were no outstanding variable rate unsecwaasl We intend to continue to use these typeaaiiftfes on a selected basis to supplement
our capital resources.

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

Our senior management continues to work closell istlenders on both temporary and permanent neatiéns to our lending
facilities. These modifications are principallyatdd to financial covenants and maturity datesiriguthe course of 2008, we will be seeking
to standardize or eliminate financial covenants ragrthe lenders with whom it has existing covenas.will also continue to work with its
lenders to extend the maturities and associatddafafgations of its facilities. We cannot at thirme provide any assurances that it will be
successfully in these efforts. In the event wenartesuccessful we may not be able to continue dipasawithout court imposed protections.

Cash Flow

Net cash provided by/(used in) operating activities $7.0 million for the three months ended M&th2008 as compared to $(0.5)
million for the three months ended March 31, 20 increase is attributable primarily to our receif approximately $13.0 million in
federal and state tax refunds during the first tpnasf 2008.

Net cash provided by/(used in) financing activiilesreased $3.3 million to $0.3 million for theelrmonths ended March 31, 2008 as
compared to $(3.0) million for the three monthsemhMarch 31, 2007. The increase is attributablew@r payments on borrowings.
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Subsequent Events

In April 2007, the Company entered into a loan rfiodtion agreement with M&T Bank which extended thaturity date of the
Commons at Potomac Square acquisition and constnufetcility. This extension expires on June 1,200

In April 2007, the Company extended an agreemeitfit Wiachovia to temporarily reduce the maximum adble under its revolving
borrowing base facility to $30.0 million and rette¢ aging date of certain projects in the borrowbage. This agreement expired on April 30,
2008.

On May 1, 2008 the Company’s $4.3 million loan fiaciwith Bank of America relating to its Highlanvenue project matured. The
Company is in discussions with Bank of America rdgay an extension of the facility.

On May 5, 2008 the Company’s $3.2 million loan fiacwith RBC relating to its Post Preserve projadtured. The Company is in
discussions with RBC regarding an extension offalcdity.

On April 12 and April 30, 2008 the Company’s $4nti&0.7 million facilities with BB&T relating to thSettingdown Circle and James
Road projects matured. The Company is in discussioth BB&T regarding extensions for these faciti

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 aaopof this pronouncement is not expected to reweaterial effect on our consolidated
financial statements.

In February 2007, the FASB issued Statement ofrigiiah Accounting Standard No. 15Bhe Fair Value Option for Financial Assets
and Financial Liabilities — Including an amendmémfASB Statement No. 1{SFAS 159”), which permits entities to measureicas
financial instruments and certain other items &tfalue at specified election dates. The electiust be made at the initial recognition of the
financial instrument, and any unrealized gainesés must be reported at each reporting date. 368% effective for financial statements
issued for fiscal years beginning after November2®7, and interim periods within those fiscalrngedhe adoption of this pronouncemer
not expected to have a material effect on our dateded financial statements.

In December 2007, the FASB issued Statement off€iabAccounting Standards No. 141Bysiness Combinatior{sSFAS 141R"),
which establishes principles and requirementsterréporting entity in a business combination udgig recognition and measurement in the
financial statements of the identifiable assetsiaed, the liabilities assumed, and any noncornitiglinterest in the acquiree. This statement
also establishes disclosure requirements to effialalecial statement users to evaluate the natuidinancial effects of the business
combination. SFAS 141R applies prospectively taress combinations for which the acquisition dateri or after fiscal years beginning
after December 15, 2008. We are currently evalgatie effect that the adoption of SFAS 141R wilidh@n our consolidated financial
statements.

In December 2007, the FASB issued Statement ofnéinbAccounting Standards No. 18@pncontrolling Interests in Consolidated
Financial Statements, an Amendment of ARB N(“SFAS 160"). SFAS 160 establishes accounting aparting standards pertaining to
ownership interests in subsidiaries held by padtasr than the parent; the amount of net inconréatable to the parent and to the
noncontrolling interest; changes in a parent’s awiig interest; and the valuation of any retainedaontrolling equity investment when a
subsidiary is deconsolidated. SFAS 160 also estadsi disclosure requirements that clearly identifg distinguish between the interests of
the parent and the interests of the noncontrobhwgers. SFAS 160 is required to be adopted prosedefor the first annual reporting period
after December 15, 2008. We are currently reviewimgeffect that the adoption of this statement e on our consolidated financial
statements.

Critical Accounting Policies and Estimates

There have been no significant changes to oucatiticcounting policies and estimates during thegtimonths ended March 31, 2008
compared with those disclosed in ItemViganagement’s Discussion and Analysis of Financiahdition and Results of Operatiomgluded in
our annual report on Form 10-K for the year endeddnber 31, 2007.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk represents the risk of loss that maganot our financial position, results of operationgash flows, due to adverse changes
in financial and commodity market prices and indérates. We are exposed to market risk in the @frégerest 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 March 31, 2008, an increase/dseria interest rates of 100 basis points on otabie rate debt would have resulted in a
corresponding increase/decrease in interest agtnallirred by us of approximately $1.5 million iffiscal year, most of which would be
capitalized and included in cost of sales as haaneslelivered. As a result, the effect on net ineavould be deferred until the underlying
units settled and the interest was released toof@giods sold. Changes in the prices of commaditiat are a significant component of home
construction costs, particularly lumber, may regulinexpected short-term increases in constructomts. Because the sales price of our
homes is fixed at the time a buyer enters intordrect to acquire a home and we generally contoastll our homes before construction
begins, any increase in costs in excess of thasamated at the time of each sale may result weloconsolidated operating income for the
homes in our backlog. We attempt to mitigate thekeizrisks of the price fluctuation of commoditi®g entering into fixed price contracts
with our subcontractors and material suppliersafgpecified period of time, generally commensuvwéte the building cycle. These contracts
afford us the option to purchase materials at figgdes but do not obligate us to any specifie@l®f purchasing.

ITEM 4. CONTROLS AND PROCEDURES

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

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

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

PART Il — OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS.

In accordance with the provisions of its sales egrents, the Company'’s subsidiary retained the sameney purchase deposits from
Eclipse project buyers who defaulted on their ddilimn to settle. Certain buyers are seeking toiolataefund of their forfeited deposits and
have filed a series of lawsuits and arbitratiofinekacommencing on or around June 28, 2007. Dispdgpdsits in an aggregate amount of
approximately $787 remain in a segregated escroauat and are included in the accompanying findstéiements as Restricted Cash as of
March 31, 2008. The Company has filed counterclageanst the majority of the Eclipse buyers inréferenced actions.

On December 7, 2007, the Company and a subsidiarg served with a complaint and notice of lis pesdesulting from an allegation
of the subsidiary’s failure to pay $712 allegedledo the seller of property in the District of Guibia known as the East Capitol project. The
Company’s subsidiary posted a cash escrow forithéstthe amount sought in the complaint in ordermplete conveyance of the property
without exception to title and intends to vigorgudefend the matter.
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The Company has asserted claims against formeratiomg shareholders of Parker-Chandler Homes, lmtiomebuilder the Company
acquired pursuant to a stock purchase agreemeA) (8&ted January 19, 2006. The Company has magidyticlaims against the $1,000
holdback escrow account established pursuant t8B#eto secure reimbursement and indemnificatioa @sult of a series of claims and
liabilities created by certain omissions and/orrepsesentations allegedly made by the controlllmysholders in the SPA. The Company has
reserved all rights and remedies with respectéddhegoing and certain additional matters.

On February 29, 2008, a subsidiary of the Comphtathis Partners, LLC (“Mathis Partners”), receiveatices of acceleration and
foreclosure from Haven Trust Bank (Lender) pursuiargxisting acquisition and construction creddilities at its Gates of Luberon project.
The aggregate outstanding balance of the indebssdmas approximately $5,221 as of the date of dhiees. The notices were issued after
maturity of the indebtedness and Mathis Partneedility to negotiate an extension of the crediiliaes with Lender pursuant to terms and
conditions Mathis Partners deemed satisfactoryMarch 31, 2008, Mathis Partners, the special purposity that owns the Gates of
Luberon project, filed a Chapter 11 reorganizatfmohibiting a scheduled foreclosure sale of thedeg’s collateral in the Gates of Luberon
project from taking place. Mathis Partners is i@ pinocess of submitting a reorganization plan éartapproval. In April 2008, the Lender
filed a separate collection action against the Camgpursuant to a guaranty agreement entered yntisebCompany for the outstanding
balance of the indebtedness. Regardless of themetof the reorganization process by Mathis Pastribe Company may nevertheless be
held responsible for the outstanding balance ofrtiebtedness through the collection action agdiresCompany.

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

ITEM 1A. RISK FACTORS

We previously disclosed risk factors under “ltem. Bisk Factors” in its Annual Report on Form 104 the year ended December 31,
2007. There have been no material changes théstciors.
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Exhibit

Number  Exhibit

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 pursuant Rule 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 Sarbi-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 May 13, 2008 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 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 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: May 13, 2008

/sl Christopher Clemente

Christopher Clement

Chairman and Chief Executive Officer
(Principal executive officer




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Bruce J. Labovitz, certify that:

1.
2.

| 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: May 13, 2008

/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 March 31, 2008 as filed with the Securitied Bxchange Commission on the date hereof (the JR§peach of Christopher Clemente,
Chairman and Chief Executive Officer of the Compang Bruce Labovitz, Chief Financial Officer of t@empany, certify, to our best
knowledge and belief, pursuant to 18 U.S.C. § 135(&dopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that

(1) The Report fully complies with the 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: May 13, 2008 /sl Christopher Clemente
Christopher Clement
Chairman and Chief Executive Offic

Date: May 13, 2008 /sl Bruce J. Labovitz
Bruce J. Labovit:
Chief Financial Office

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement reediby Section 906, has been provided to
the Company and will be retained by the Companyfamished to the Securities and Exchange Commissiats staff upon reques



