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(Exact name of registrant as specified in its charter)

Delaware 20-1164345
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)
11465 Sunset Hills Road, 4th Floor, Reston, Virginia 20190

(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code (703) 883-1700

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Common Stock, par value $.01 per share The Nasdaq Stock Market LLC

Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    ¨  Yes    ¨  No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in
Part III of this Form 10-K or any amendment to this Form 10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer;� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(check one)
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Large Accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨ Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

The aggregate market value of voting and non-voting common equity held by nonaffiliates of the registrant (10,947,988 shares) based on the last
reported sale price of the registrant�s common equity on the NASDAQ Global Market on June 30, 2010, which was the last business day of the
registrant�s most recently completed second fiscal quarter, was $15,327,183. For purposes of this computation, all officers, directors, and 10%
beneficial owners of the registrant are deemed to be affiliates. This determination of affiliate status is not necessarily conclusive for other
purposes.

As of March 31, 2011, there were outstanding 17,025,954 shares of the registrant�s Class A common stock, par value $.01 per share, and
2,733,500 shares of the registrant�s Class B common stock, par value $.01 per share.
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EXPLANATORY NOTE

The purpose of this Form 10-K/A is to amend Part II, Item 7 to correct certain data related to our revenues and order backlog for our 2010 fiscal
year as set forth under Management�s Discussion and Analysis of Financial Condition and Results of Operations -Results of Operations � Year
ended December 31, 2010 compared to year ended December 31, 2009 in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2010, which was filed with the Securities and Exchange Commission on March 31, 2011 (the �2010 Form 10-K�), and to add the
information set forth in Part III, Items 10 through 14 herein to the 2010 Form 10-K.
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Part II

Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated
financial statements and related notes appearing elsewhere in this report. This discussion and analysis contains forward-looking statements that
involve risks and uncertainties. Please see �Cautionary Notes Regarding Forward-looking Statements� for more information. Our actual results
could differ materially from those anticipated in these forward-looking statements as a result of various factors including, but not limited to,
those discussed below and elsewhere in this report, particularly under the headings �Risk Factors� and �Cautionary Notes Regarding
Forward-looking Statements.�

Overview

We are a multi-faceted real estate development and services company. We have substantial experience with building a diverse range of products
including single-family homes, townhouses, mid-rise condominiums, high-rise multi-family condominiums and mixed-use (residential and
commercial) developments.

We are exclusively focused on the Washington, D.C. market which is the eighth largest metropolitan statistical area in the United States. Our
expertise in developing traditional and non-traditional housing products enables us to focus on a wide range of opportunities within our core
market. We have built homes and apartment buildings in suburban communities, where we focus on low density products such as single family
detached homes, and in urban areas, where we focus on high density multi-family and mixed use products. For our homebuilding operations, we
develop properties with the intent that they be sold either as fee-simple properties or condominiums to individual unit buyers or as investment
properties sold to private or institutional investors. Our apartment buildings are developed as rental properties to be held and operated for our
own purposes, converted at some point to for-sale condominium units or sold on a merchant build basis. Currently we operate only in the
Washington, D.C. market where we target first-time, early move-up, and secondary move-up buyers with our homebuilding product. We focus
on products that we are able to offer for sale in the middle price points within the markets where we operate, avoiding the very low-end and
high-end products. We believe our middle market strategy positions our products such that they are affordable to a significant segment of
potential home buyers in our market.

We believe that our significant experience over the past 25 years, combined with our ability to navigate through two major housing downturns
(early 1990�s and late 2000�s) have provided us the experience necessary to capitalize on attractive opportunities in our core market of
Washington, D.C. and to rebuild shareholder value. We believe that our focus on the Washington, D.C. market, which has historically been
characterized by economic conditions less volatile than many other major homebuilding markets, will provide an opportunity to generate
attractive returns on investment and for growth.

Recent Developments

Eclipse on Center Park Refinancing

On February 2, 2011, Comstock Potomac Yard, L.C., one of our subsidiaries (�Comstock Potomac�), entered into a new inventory term loan
agreement (�Loan Agreement�) with Eagle Bank pursuant to which Comstock Potomac secured an Eleven Million Eight Hundred Fifty Thousand
Dollar ($11,850,000) loan with a three year term (the �New Loan�) to refinance our Eclipse at Potomac Yard condominium project in Arlington,
Virginia (the �Project�). Proceeds from the New Loan to Comstock Potomac were primarily utilized to pay off existing indebtedness owed to Key
Bank, N.A in advance of its March 14, 2011 maturity. Under the terms of the our Loan Agreement, the New Loan provides for an initial interest
rate of Prime plus two percent (2%), with an interest rate floor of seven percent (7%). Comstock Potomac is required to make monthly payments
of interest only to Eagle Bank, to the extent not offset by an interest reserve initially set aside for the benefit of Comstock Potomac, and a
minimum principal curtailment payment of Five Million Five Hundred Thousand Dollars ($5,500,000) no later than eighteen (18) months
following the closing of the New Loan (the �Minimum Principal Curtailment�). The New Loan also has a minimum sales pace requirement
requiring Comstock Potomac to sell a minimum of six (6) units every six (6) months, on a cumulative basis. There is no prepayment penalty
associated with the New Loan, which is secured by a first deed of trust on the property. The Company, and each of Christopher Clemente, the
Chief Executive Officer of the Company and Gregory Benson, the
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Chief Operating Officer of the Company, have fully guaranteed the New Loan. The officer guaranties are reduced to fifty percent (50%) of the
outstanding principal amount of the New Loan, from time to time, upon the happening of certain events, including the satisfaction of the
Minimum Principal Curtailment.

Cascades Apartment Project

On January 31, 2011, Comstock Cascades II, L.C., one of our subsidiaries (�Cascades II�), entered into a private placement whereby Cascades II
raised working capital in the amount of Two Million Three Hundred and Fifty Thousand Dollars ($2,350,000) (the �Private Placement�) related to
the planned construction of a 103 unit apartment project located in the Cascades master planned community in Loudoun County, Virginia (the
�Cascades Apartments� or �The Commons on Potomac Square�). Proceeds of the Private Placement, were utilized (i) to provide sufficient capital
needed to secure project financing for the Cascades Apartments, (ii) to retire a portion of the existing indebtedness owed to M and T Bank
(�M&T�) in relation to the Cascades Apartments project, and (iii) to reimburse the Company for prior expenditures incurred on behalf of the
project. Participants in the Private Placement included unrelated third party investors along with several members of the Company�s Board of
Directors, as well as the Chief Operating Officer, Chief Financial Officer and General Counsel of the Company.

On February 11, 2011, Cascades II entered into a Loan Agreement (the �Cardinal Loan Agreement�) with Cardinal Bank pursuant to which
Cascades II obtained an Eleven Million Dollar ($11,000,000) multi-family construction loan and mortgage with a five year term (the �Cardinal
Loan�). Proceeds from the Cardinal Loan were used to (i) fund the construction of a 103 unit apartment project located in the Cascades master
planned community in Loudoun County, Virginia (the �Cascades Apartments�) and (ii) retire existing indebtedness of the Company owed to M
and T Bank (�M&T�) having a maturity date of February 14, 2011 and which was secured by a first deed of trust on the real property upon which
the Cascades Apartments will be constructed. The Cardinal Loan, secured by a new first deed of trust on the property, has an initial interest rate
of Prime plus two percent (2%), with an interest rate floor of six and one-half percent (6.5%), converted after eighteen (18) months to four
hundred twenty-five (425) basis points over the five (5) year swap rate with an interest rate floor of five percent (5%) and a ceiling of eight
percent (8%). Under the terms of the Cardinal Loan Agreement, the Cardinal Loan will be amortized in accordance with a 5.5%, 25-year
schedule, with amortization to begin eighteen (18) months after the Cardinal Loan closing and has a two percent (2%) prepayment penalty if
paid within the first or second year of the Cardinal Loan and a one percent (1%) prepayment penalty if retired in the third or fourth year of the
Cardinal Loan. The Cardinal Loan requires debt service coverage (�DCR�) of (i) 1.0 to 1.0 no later than twenty-four (24) months from the date of
the Cardinal Loan closing, (ii) 1.15 DCR no later than thirty-six (36) months from the date of Cardinal Loan closing, and (iii) 1.25 DCR no later
than forty-eight (48) months from the date of the Cardinal Loan closing. The Company has fully guaranteed the Cardinal Loan. Christopher
Clemente, the Chief Executive Officer of the Company and Gregory Benson, the Chief Operating Officer of the Company (each an �Officer�), also
provided a limited guaranty in connection with the Cardinal Loan of up to Six Million Eight Hundred Thousand Dollars ($6,800,000), subject to
further reduction upon the satisfaction of certain enumerated conditions set forth in the Cardinal Loan Agreement. In connection with the
Officer�s limited guaranty of the Cardinal Loan, and in connection with the Company�s entry into a loan with Eagle Bank, described above the
Officers and the Company entered into a Credit Enhancement and Indemnification Agreement on February 17, 2011 (the �Indemnification
Agreement�) providing for full indemnification of the Officers by the Company against future losses incurred as a result of their guaranty of the
Cardinal Loan or the Eagle Bank Loan. Pursuant to the Indemnification Agreement, the Officers, on an aggregate basis, are entitled to a credit
enhancement fee (�Credit Enhancement Fee�) from the Company for the Cardinal Loan and the Eagle Bank Loan calculated at a rate of four
percent (4%) per annum based on the lesser of (i) the combined outstanding balance of the Cardinal Loan and the Eagle Bank Loan at the end of
each month, or (ii) such Officer�s maximum guaranty exposure in connection with the Cardinal Loan and the Eagle Bank Loan. One-half of the
Credit Enhancement Fee is payable monthly, in arrears, and the remaining half is deferred and payable on an annual basis. There is no obligation
that the Officers provide credit support to the Company for its future borrowing needs and as a result, there may be no availability of acquisition,
construction and development loans.

Recent Accounting Pronouncements

In January 2010, the FASB issued Accounting Standards Update No. 2010-06, �Improving Disclosures about Fair Value Measurements� (�ASU
2010-06�), amending ASC 820 to increase disclosure requirements regarding recurring and nonrecurring fair value measurements. ASU 2010-06
will be effective for our fiscal year beginning January 1, 2010, except for the disclosures about activity in Level 3 fair value measurements
which will be effective for our fiscal year beginning January 1, 2011. ASC 820 did not have a material impact on our consolidated financial
statements.
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Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with generally accepted accounting principles, which require us to make
certain estimates and judgments that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting periods. On an ongoing basis, we
evaluate our estimates, including those related to the consolidation of variable interest entities, revenue recognition, impairment of real estate
held for development and sale, warranty reserve and our environmental liability exposure. We base our estimates on historical experience and on
various other assumptions that we believe to be reasonable under the circumstances. Actual results may differ materially from these estimates.

A summary of significant accounting policies is provided in Note 2 to our audited consolidated financial statements. The following section is a
summary of certain aspects of those accounting policies that require our most difficult, subjective or complex judgments and estimates.

Real estate held for development and sale

Real estate held for development and sale includes land, land development costs, interest and other construction costs. Land held for
development is stated at cost, or when circumstances or events indicate that the land is impaired, at estimated fair value. Real estate held for sale
is carried at the lower of cost or fair value less costs to sell. Land, land development and indirect land development costs are accumulated by
specific project and allocated to various lots or housing units within that project using specific identification and allocation based upon the
relative sales value, unit or area methods. Direct construction costs are assigned to housing units based on specific identification. Construction
costs primarily include direct construction costs and capitalized field overhead. Other costs are comprised of prepaid local government fees and
capitalized interest and real estate taxes. Selling costs are expensed as incurred.

We assess the estimated fair value of its projects based on discounted cash flow models on comparable sales of real estate in the normal course
of business under existing and anticipated market conditions. The evaluation takes into consideration the current status of the property, various
restrictions, carrying costs, costs of disposition and any other circumstances, which may affect fair value including management�s plans for the
property. Due to the large acreage of certain land holdings, disposition in the normal course of business can extend over a number of years. A
write-down to estimated fair value is recorded when the net carrying value of the property exceeds its estimated undiscounted future cash flows.
These evaluations are made on a property-by-property basis as seen fit by management whenever events or changes in circumstances indicate
that the net carrying value may not be recoverable.

Warranty reserve

Warranty reserves for houses settled are established to cover potential costs for materials and labor with regard to warranty-type claims expected
to arise during the typical one-year warranty period provided by us or within the five-year statutorily mandated structural warranty period for
condominiums. Since we subcontract our homebuilding work, subcontractors are required to provide us with an indemnity and a certificate of
insurance prior to receiving payments for their work. Claims relating to workmanship and materials are generally the primary responsibility of
the subcontractors and product manufacturers. The warranty reserve is established at the time of closing, and is calculated based upon historical
warranty cost experience and current business factors. This reserve is an estimate and actual warranty costs could vary from these estimates.
Variables used in the calculation of the reserve, as well as the adequacy of the reserve based on the number of homes still under warranty, are
reviewed on a periodic basis. During the year ended December 31, 2010, we provided an additional $639 in warranty reserves to cover future
potential costs and/or claims made with respect to its remaining projects. Warranty claims are directly charged to the reserve as they arise. The
following table is a summary of warranty reserve activity which is included in accounts payable and accrued liabilities:

Years ended December 31,
2010 2009

Balance at beginning period $ 692 $ 1,031
Additions 721 115
Releases and/or charges incurred (303) (454) 

Balance at end of period $ 1,110 $ 692
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Revenue recognition

We recognize revenues and related profits or losses from the sale of residential properties, including multiple units to the same buyer, finished
lots and land sales when closing has occurred, full payment has been received, title and possession of the property transfer to the buyer and we
have no significant continuing involvement in the property. Other revenues include revenue from land sales, rental revenue from leased
apartments and revenue earned from management and administrative support services provided to related parties that is recognized as the
services are provided.

Income taxes

As discussed in Note, 1, we adopted the provisions of ASC 740-10-26-6 Income Tax Recognition as of January 1, 2007. As a result of this
adoption, we recorded a benefit to the opening accumulated deficit in the amount of $1,663. We recognize interest accrued related to
unrecognized tax benefits in interest expense. Penalties, if incurred, would be recognized as a component of general and administrative expense.
At December 31, 2008, we had gross unrecognized tax benefits of $77, which was fully reserved. The reserve was limited to interest on the net
timing difference. During 2009, we received approval for an accounting method change from the Internal Revenue Service that effectively
allows us to recognize the previously unrecognized tax benefit. As a result, we reversed the $77 reserve in 2009. As of December 31, 2010 and
2009, we had no unrecognized tax benefit and we do not expect this to change significantly over the next 12 months.

Use of estimates

The preparation of the financial statements, in conformity with accounting principles generally accepted in the United States of America,
requires management to make estimates and assumptions that affect the reported amounts in the financial statements and accompanying notes.
Actual results could differ from those estimates. Material estimates are utilized in the valuation of real estate held for development and sale,
valuation of deferred tax assets, capitalization of costs, consolidation of variable interest entities and warranty reserves.

Results of Operations

Year ended December 31, 2010 compared to year ended December 31, 2009

Orders, backlog and cancellations

Gross new order revenue for the year ended December 31, 2010 decreased $4.6 million to $18.6 million on 58 homes as compared to $23.2
million on 73 homes for the year ended December 31, 2009. Net new order revenue for the year ended December 31, 2010 decreased $2.9
million to $18.1 million on 57 homes as compared to $21.0 million on 66 homes for the year ended December 31, 2009. The average gross new
order revenue per unit for the year ended December 31, 2010 increased by $3,000 to $320,000 as compared to $317,000 for the year ended
December 31, 2009. Our backlog at December 31, 2010 decreased $0.9 million to $0.6 million on 1 home as compared to our backlog at
December 31, 2009 of $1.5 million on 3 homes.

As a result of winding down our divisions in the Atlanta, GA and Raleigh, N.C. markets we were left with two projects at December 31, 2010
where we currently have units available for sale and settlement, Penderbrook and Eclipse on Center Park. Our remaining two projects are land
positions in varying states of readiness. Therefore, we were only able to generate orders and backlog at two projects for much of 2010. The
decrease in gross new orders, net new orders and backlog at these two projects is attributable to current market conditions in the homebuilding
industry which are characterized by a general excess supply of homes available for sale, reduced buyer confidence and elevated levels of
unemployment.
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Revenue � homebuilding

The number of homes delivered for the year ended December 31, 2010 decreased by 7 homes, to 59 as compared to 66 homes for the year ended
December 31, 2009. A modest improvement in the pricing environment coupled with higher priced product mix, resulted in the average revenue
performance delivered increasing by $17,000 to $323,000 for the year ended December 31, 2010 as compared to $306,000 for the year ended
December 31, 2009.

Homebuilding revenues decreased by $1.1 million to $19.1 million for the year ended December 31, 2010 as compared to $20.2 million for the
year ended December 31, 2009. This reduction in revenue from homebuilding is primarily attributable to a lower volume of units settled in 2010
versus 2009.

Revenue � other

Other revenue for the year ended December 31, 2010 increased by $1.9 million to $4.8 million, as compared to $2.9 million for the year ended
December 31, 2009, primarily a result of the sale of land at our Station View project for $2.8 million. Other revenue includes $1.8 million and
$2.7 million of revenue generated by our rental communities during the twelve months ended December 31, 2010 and the twelve months ended
December 31, 2009, respectively. We consider revenue to be from homebuilding when there is a structure built or being built on the lot when
delivered. Sales of lots occur, and are included in other revenues, when we sell raw land or finished home sites in advance of any home
construction.

Cost of sales � homebuilding

Cost of sales � homebuilding for the year ended December 31, 2010 increased $0.4 million to $19.2 million of homebuilding revenue, as
compared to $18.8 million of revenue, for the year ended December 31, 2009. The increase in cost of sales as a percentage of homebuilding
revenue for the year ended December 31, 2010 is the result of lower average revenue per settlement and increased sales concessions such as the
payment of certain buyer closing costs at settlement that do not affect the revenue per sale but do increase the cost of a settled home.

Cost of sales � other

Cost of sales � other is principally comprised of operating expenses incurred in generating rental revenue at our rental communities. Cost of sales �
other for the year ended December 31, 2010 increased by $2.6 million to $4.0 million, as compared to $1.4 million for the year ended
December 31, 2009 primarily related to the cost of land sold at the Station View project of $2.6 million.

Impairments and write-offs

Real estate held for development and sale includes land, land development costs, interest and other construction costs. Land held for
development is stated at cost, or when circumstances or events indicate that the land is impaired, at estimated fair value. Real estate held for sale
is carried at the lower of cost or fair value less costs to sell. Land, land development and indirect land development costs are accumulated by
specific project and allocated to various lots or housing units within that project using specific identification and allocation based upon the
relative sales value, unit or area methods. Direct construction costs are assigned to housing units based on specific identification. Construction
costs primarily include direct construction costs and capitalized field overhead. Other costs are comprised of prepaid local government fees,
capitalized interest and real estate taxes. Selling costs are expensed as incurred.

For projects where we expect to sell the remaining lots in bulk or convey the remaining lots to a lender where the loans have matured, the fair
value is determined based on offers received from third parties, comparable sales transactions, and/or cash flow valuation techniques. If the
project meets the GAAP accounting criteria of held for sale, the project is valued at the lower of cost or fair value less estimated selling costs. If
the project sales are expected to extend over a period of time, we calculate fair value utilizing a discounted cash flow model as discussed below,
although we would select a discount rate to reflect the relative construction and other risks. For assets held for development, estimated fair value
is based on comparable sales of real estate in the normal course of business under existing and anticipated market conditions. The evaluation
takes into consideration the current status of the property, various restrictions, carrying costs, costs of disposition and any other circumstances
which may affect fair value including management�s plans for the property. In the normal course of business, dispositions of large land holdings
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can extend over a number of years. A write-down to estimated fair value is recorded when the net carrying value of the property exceeds its
estimated undiscounted future cash flows. These evaluations are made on a property-by-property basis as seen fit by management whenever
events or changes in circumstances indicate that the net book value may not be recoverable.

Difficult market conditions characterized by high unemployment, elevated supplies of unsold home inventory, high levels of foreclosures and
increased price competition continued to challenge us during the 2010. This has resulted in flat sales prices, customer concessions, reduced gross
margins and extended estimates for project sell off dates. We evaluate our projects on a quarterly basis to determine if recorded carrying
amounts are recoverable. For projects where we expect to continue sales, these impairment evaluations are based on discounted cash flow
models as discussed above. Discounted cash flow models are dependent upon several subjective factors, primarily estimated average sales
prices, estimated sales pace, and the selection of an appropriate discount rate. While current market conditions make the selection of a timeframe
for sales in a community challenging, we have generally assumed sales prices equal to or less than current prices and the remaining lives of the
communities were estimated to be approximately two years. These assumptions are often interrelated as price reductions can generally be
assumed to increase the sales pace. In addition, we must select what we believes to be an appropriate discount rate based on current market cost
of capital and returns expectations. We used our best judgment in determining an appropriate discount rate based on information we have
received from marketing our deals for sale in recent months, and accordingly have elected to use a rate of 13% in our discounted cash flow
model. While the selection of a 13% discount rate was subjective in nature, we believe it is an appropriate rate in the current market and
appropriately reflects the economics of the market, current return expectations and the cash flow characteristics of the projects. The estimates of
sales prices, sales pace, and discount rates used by us are based on the best information available at the time the estimates were made.

Although market conditions in our Washington, D.C. area projects have improved if market conditions deteriorate again, additional adverse
changes to these estimates in future periods could result in further material impairment amounts to be recorded. We recorded an impairment
charge of $1.5 million during the year ended December 31, 2010, to properly record our for sale projects at fair market value less costs to sell
consistent with the provisions of ASC 360.

If the project meets the GAAP accounting criteria of held for sale, the project is valued at the lower of cost or fair value less estimated selling
costs. At December 31, 2010, all of our projects met that criteria.

The following table summarizes impairment charges and write-offs for the twelve months ended by metropolitan area ($000):

Twelve Months Ended December 31,
2010 2009

Washington DC Metropolitan Area $ 1,548 $ 15,351
Raleigh, North Carolina �  1,218
Atlanta, Georgia �  6,369

$ 1,548 $ 22,938

Selling, general and administrative expenses

Selling, general and administrative costs for the year ended December 31, 2010 decreased $2.0 million to $5.5 million as compared to $7.5
million for the year ended December 31, 2009. The reduction is attributable to decreased salary, bonus and other personnel related expenses in
conjunction with a continuing effort to make strategic reductions in personnel and related costs. We had 26 full time and 1 part time employee at
December 31, 2010 versus 29 at December 31, 2009. Cost reduction initiatives have also resulted in decreases in office rent, legal, accounting
and consulting expenses.

Interest, real estate taxes and indirect costs related to inactive projects

Interest and real estate taxes incurred relating to the development of lots and parcels are capitalized to real estate held for development and sale
during the active development period, which generally commences when borrowings are used to acquire real estate assets and ends when the
properties are substantially complete or the property
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becomes inactive which means that development and construction activities have been suspended indefinitely. Interest is capitalized based on
the interest rate applicable to specific borrowings or the weighted average of the rates applicable to other borrowings during the period. Interest
and real estate taxes capitalized to real estate held for development and sale are expensed as a component of cost of sales as related units are
sold.

When a project becomes inactive, its interest, real estate taxes and indirect production overhead costs are no longer capitalized but rather
expensed in the period in which they are incurred. During the twelve months ended December 31, 2010, all of our projects were determined to
be inactive for accounting purposes. The following is a breakdown of the interest, real estate taxes and indirect costs related to inactive projects
reported on the statement of operations related to the inactivation of certain real estate projects held for development and sale ($000s):

Years ended December 31,
2010 2009

Total interest incurred and expensed for inactive projects $ 1,567 $ 2,626
Total real estate taxes incurred and expensed for inactive projects 517 845
Total production overhead incurred and expensed for inactive projects 140 667

$ 2,224 $ 4,138

Liquidity and Capital Resources

We require capital to operate, to post deposits on new deals, to purchase and develop land, to construct homes, to fund related carrying costs and
overhead and to fund various advertising and marketing programs to generate sales. These expenditures include payroll, community engineering,
entitlement, architecture, advertising, utilities and interest as well as the construction costs of our homes and rent, insurance amenities. Our
sources of capital include, and will continue to include, funds derived from various secured and unsecured borrowings, cash flow from
operations, which includes the sale and delivery of constructed homes and finished and raw building lots, and the sale of equity and debt
securities.

Our liquidity remains below desired levels and we continue to have limited access to new capital. However, the steps we have taken over the
past three years has improved our financial condition. These steps include the successful refinancing of the our Eclipse on Center Park
condominium project in February of 2011. The new financing has addressed a significant maturity and provided enhanced flexibility to us as we
realize cash flow from the sales of the remaining condominium units. We also were successful in securing a 5 year $11.0 million
construction/mortgage loan to support the construction of a 103 unit rental apartment project in the Cascades planned community in the Potomac
Falls area of Loudoun County, Virginia. Additionally, we successfully raised $2,350,000 in funds (of which $2,100,000 was received in 2010)
through a private placement to provide additional financial support related to the apartment project in Loudoun County, Virginia. (�Cascades
Apartment project�). Further, we believe the court decision in the Balfour litigation, as described in Item 3 � Legal Proceedings, if collected, will
improve our liquidity assuming the pending appeal of the award by the defendant is concluded in a manner favorable to us.

We continue to engage in discussions with lenders and potential equity investors in an effort to provide additional liquidity to sustain business
operations and growth capital to fund various new business opportunities. We are anticipating that through a combination of these ongoing
discussions, the additional cash from settlement proceeds and the cash generated from our rental and real estate service operations, that we will
generate sufficient cash to sustain our operations through 2011. However, this outcome is primarily dependent upon our ability to meet the
minimum settlement requirements specified by our lenders at the Penderbrook and Eclipse projects. If we are unable to meet the sales quotas,
substantially all of the proceeds from any settlements at the Penderbrook and Eclipse projects may be retained by the lenders and applied to
principal debt curtailments. If we are unable to maintain compliance with the cumulative minimum settlement requirements for an extended
period of time, we would need to seek waivers or additional loan modifications from the project lenders at the Penderbrook and Eclipse projects.
If we were unable to secure such waivers or modifications, this may substantially reduce the amount of cash generated through unit settlements
and make it necessary for us to attempt to generate alternative sources of revenue to meet our operating cash flow requirements. To do so, we
may have to seek to leverage the judgment award which we obtained against Balfour, attempt to sell our remaining parcels of land, seek to raise
additional capital or seek to obtain additional financing to meet our operating cash flow requirements. If, in the absence of cash flow being
generated from unit settlements, we were unable to generate additional capital through any of these alternative sources, we could deplete our
cash reserves
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and may be forced to seek protections afforded under the bankruptcy code. There can be no assurance that in the event we were forced to seek
bankruptcy protection that we would be able to reorganize and, in such an event, we could be forced to liquidate our assets. We have met the
sales quota requirements as amended during each of the preceding four quarters and were in compliance as of December 31, 2010.

Credit Facilities

We have outstanding borrowings with various financial institutions and other lenders that have been used to finance the acquisition,
development and construction of real estate property.

As of December 31, 2010, maturities and/or curtailment obligations of all of our borrowings are as follows ($000s):

2011 18,282
2012 1,101
2013 5,008
2014 �  
2015 and thereafter 3,985

Total $ 28,376

The majority of our debt is variable rate, based on LIBOR or the prime rate plus a specified number of basis points, typically ranging from 220
to 600 basis points over the LIBOR rate and from 25 to 200 basis points over the prime rate. As a result, we are exposed to market risk in the
event of interest rate increases. At December 31, 2010, the one-month LIBOR and prime rates of interest were 0.26% and 3.25%, respectively,
and the interest rates in effect under the existing secured revolving development and construction credit facilities ranged from 3.50% to 14.26 %.
During 2010, these rates have been relatively stable. Since all projects are currently inactive by accounting standards, any change in interest
would be expensed in the period incurred.

In the past we have generally financed our development and construction activities on a single or multiple project basis so it is not uncommon
for each project or collection of projects we develop and build to have a separate credit facility. Accordingly, we typically have had numerous
credit facilities and lenders. As described below in more detail, we made significant progress during 2009 and 2010 in our efforts to restructure
or amend our loan facilities to improve our liquidity outlook for 2011.
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As described in more detail below, at December 31, 2010 our outstanding debt by lender was as follows ($000s):

Balance as of 12/31/10 Recourse
Bank
KeyBank $ 10,576 Secured
Wachovia 205 Unsecured
Guggenheim Capital Partners 6,400 Secured
M&T Bank � Cascades 1,016 Secured
M&T Bank 496 Secured
Cornerstone (Haven Trust) 400 Unsecured
Bank of America 3,885 Unsecured
Fifth Third 25 Unsecured
Branch Banking & Trust 263 Secured
Seller � Emerald Farm 100 Secured

23,367
Due to affiliates � Stonehenge Funding 5,008 Unsecured

Total 28,376

At December 31, 2010, we had $10.6 million outstanding to KeyBank under a credit facility secured by our Potomac Yard project. This note
was scheduled to mature in March, 2011. Under the terms of the note there is an interest reserve which represents the amount by which we can
avoid cash payments of future monthly interest obligations by adding them to the principal balance. At December 31, 2010 the available balance
in the interest reserve was approximately $0.8 million. While there are no financial covenants associated with the loan, there are curtailment
requirements which we have been covering with the proceeds from settlements at the Eclipse project. The interest rate is the higher of LIBOR
plus 5.0% or the prime rate plus 2.0% subject to a LIBOR floor of 2.0%. KeyBank has agreed to increase the cash flow available to us from
settlements at the Potomac Yard project by providing us with accelerated releases equal to fifteen percent of the net sales price. However, these
accelerated releases are subject to meeting a cumulative minimum sales requirement. Failure to meet the cumulative minimum sales requirement
will not result in an event of default but may result in a reversion of the unit release provisions whereby KeyBank will retain the entire net sales
price of sold units. On March 17, 2010, we completed the sale of land at our Station View project located in Loudoun County, Virginia for $2.8
million. Since the KeyBank debt is secured by the Eclipse project and the Station View land, we made a $2.2 million principal payment to
KeyBank related to the Station View sale. This note was repaid through a refinancing that occurred in February 2011. See Note 19 to our
consolidated financial statements for a discussion.

At December 31, 2010, we had approximately $6.4 million outstanding to Guggenheim Corporate Funding (�Guggenheim�) relating to our
Penderbrook Condominium project. On August 20, 2008, Guggenheim issued a notice of default to us regarding a purported default. We
subsequently entered into a loan modification and forbearance agreement whereby Guggenheim agreed to forgo any remedies it may have had
with respect to the alleged default. On September 16, 2009, we entered into a third amendment to the loan agreement with Guggenheim in which
Guggenheim agreed to continue to forbear from exercising its rights related to the defaults and make certain other modifications to the loan
agreement. Other than a minimum number of sales per month and sales per quarter requirement, the Guggenheim loan agreement and the three
loan amendments contain no significant financial covenants. The key financial terms of the third amendment increase the cash flow available to
us through reduced principal payments to Guggenheim as units are settled. Specifically, the third amendment will provide us with cash equal to
25% of the net sales price provided we meet the cumulative minimum sales requirements on a monthly and quarterly basis. If we are unable to
meet the minimum sales requirements, it will not constitute an event of default but may result in a reversion to the unit release provisions to ten
percent (10%) of the net sales price of sold units in accordance with the loan agreement and first two amendments. We have met the minimum
sales requirement, as amended, as of December 31, 2010. The base interest rate is LIBOR plus 200 basis points which is adjusted by a paid in
kind interest (�PIK�) which accrues on a monthly basis on the loan. This PIK interest varies from a high of 1200 to 200 depending upon the
number of units settled. For the years ended December 31, 2009 and 2010 the PIK adjustment was 200 basis points added to the base rate.
Should the loan be retired in any year prior to its maturity, the PIK adjustment is limited to 200 basis points. Based upon the number of units
sold at the Penderbrook project, this note is scheduled to mature in September, 2011, but can be extended further based upon the satisfaction of a
certain number of additional units sold 14 days prior to the extended maturity date, but in no event will it extend beyond March 2012.
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At December 31, 2010, the Company had $1.5 million outstanding to M&T Bank. On September 28, 2009, the Company entered into a series of
agreements with M&T with respect to the $7.6 million of outstanding debt plus accrued interest and late fees. As a result of the agreements, the
Belmont Bay loan, with a principal balance of $6.1 million plus $0.5 million of accrued interest and fees, was released in its entirety and the
Cascades Loan, with a principal balance of $1.0 million, was extended through January 31, 2011. The Company also entered into a non-interest
bearing subordinated promissory note in connection with the Belmont Loan in the amount of $0.5 million with a three-year maturity secured by
the Cascades Project. Under the terms of the agreements, M&T Bank agreed to extend the maturity date of the Cascades Loan by forbearing on
enforcing its rights with respect to collection of the debt until January 31, 2011. The Company also agreed to commence current payment of
interest due M&T Bank related to the current principal balance of the Cascades Loan. The Cascades Project contains a total of 191 condominium
units with the first phase of the Cascades Project (88 units) being completed by the Company in 2007. These amounts were repaid in February of
2011. See Note B do our consolidated financial statements for discussion.

At December 31, 2010, we had $3.9 million outstanding to Bank of America (�BOA�) in a 10-year unsecured note. On February 25, 2010, we
entered into a Seventh Loan Modification Agreement with Bank of America (�BOA�) regarding the modification of the terms of one certain
unsecured loan with an approximate principal balance of $3,700,000 (�Line of Credit�). In connection therewith we agreed to pay an extension fee
of $100,000 and BOA agreed to delay for one year, until January 2011, the commencement of repayments of all previously unpaid interest
accruing since the date of our previously reported modification of the Line of Credit in November 2008. The maturity date remains unchanged at
December 28, 2018. On February 1, 2011, we entered into the Eighth Loan Modification Agreement with Bank of America (�BOA�) (the
�Modification Agreement�). The Modification Agreement required payments of past interest and modification fees of approximately $140
thousand on February 1, 2011, which were paid in accordance with the agreement. The maturity date remains December 28, 2018. We are
required to make monthly interest payments which currently approximate $8 thousand per month beginning on February 28, 2011 through loan
maturity. Commencing January 28, 2012 and continuing on each and every month through November 28, 2018, we are required to make
monthly principal and modification fee payments of approximately $43 thousand.

On December 23, 2009, Stonehenge Funding, LC (�Stonehenge�), an entity wholly-owned by Christopher Clemente, the Chairman and Chief
Executive Officer of the Company, completed the purchase of the senior unsecured note from JPMV in the current outstanding amount of
approximately $9.0 million, plus accrued and unpaid interest. The purchase of the JPMV note also resulted in the transfer to Stonehenge of the
warrant previously issued to JPMV for the purchase of 1.5 million shares of the Company�s Class A Common Stock with a strike price of $0.70
per share (�JP Morgan Warrant�). In connection with Stonehenge�s purchase of the JP Morgan debt from JPMV, Stonehenge and the Company
entered into two separate subordination and standstill agreements for our benefit and our secured lenders, KeyBank and Guggenheim. The
subordination agreements allow for Stonehenge and the Company to negotiate permanent modifications to the terms of the JP Morgan Debt and
provide KeyBank and Guggenheim with assurances that the Company will not make any cash interest or principal payments to Stonehenge prior
to the full repayment of loans to them in connection with our Eclipse and Penderbrook projects. On February 15, 2010, we entered into a
Modification Agreement to modify the terms of our senior unsecured note with Stonehenge Funding, LC (�Stonehenge�), an entity wholly-owned
by Christopher Clemente, the Chairman and Chief Executive Officer of the Company. On December 23, 2009, Stonehenge acquired the senior
unsecured note from JP Morgan Ventures (�JPMV�) which had a $9,000,000 principal balance as described in the Amended and Restated
Indenture between the Company and JPMV dated March 14, 2008 (the �JP Morgan Debt�). Gregory Benson, the Company�s Chief Operating
Officer and a member of the Company�s Board of Directors, subsequently purchased a participation interest in the JP Morgan Debt and the JP
Morgan Warrant from the Subordinate Lender.

Under the terms of the Modification Agreement, Stonehenge has agreed to forgive $4,500,000 of the principal balance due from us under the JP
Morgan Debt; reducing the principal balance by 50% to $4,500,000. Stonehenge also agreed to forgive an additional amount due from us of
approximately $875,000 representing all past due interest, late fees and penalties accruing through December 31, 2009 (�Interest and Loan Fees�)
under the JP Morgan Debt. Stonehenge further agreed to reduce the interest rate, effective January 1, 2010, by fifty percent (50%) to 300 basis
points above the one year LIBOR on a floating basis. In addition, to ensure our ability to comply with certain restrictions placed upon the us by
KeyBank and Guggenheim Corporate Funding (collectively �Secured Lenders�) in connection with previously announced loan modifications
enhancing cashflow to us, Stonehenge agreed to allow all future interest payments due from us under the JP Morgan Debt to accrue until at least
90 days after the Secured Lenders have been fully repaid. In connection therewith, Stonehenge may, on a quarterly basis, elect to accept stock of
the Company (or warrants for the purchase thereof) with a cumulative value equal to the value of the scheduled interest payment in lieu of
accruing a future quarterly interest payment.
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Further, the Modification Agreement provides for the elimination or forbearance upon the enforcement of all financial covenants contained in
the JP Morgan Debt and all previously reported covenant violations by us. The maturity date of the JP Morgan Debt remains unchanged at
March 14, 2013, provided however, the Modification Agreement provides us with two optional extension periods of six months each to further
assist the Company with its compliance with the restrictions of the Secured Lenders.

Cash Flow

Net cash provided by operating activities was $15.4 million for the year ended December 31, 2010 and $11.9 million for the year ended
December 31, 2009. In both years the primary source of cash provided by operating activities was the sale of real estate assets. On March 17,
2010, we completed the sale of land at our Station View project located in Loudoun County, Virginia for $2.8 million.

Net cash used in financing activities was $16.0 million for the year ended December 31, 2010 and $16.8 million for the year ended
December 31, 2009. Repayments of indebtedness were the primary use of cash from financing activities in both years.

There were no material cash flows from investing activities for the years ended December 31, 2010 or 2009.

Seasonality and Weather

Our business is affected by seasonality with respect to orders and deliveries. In the market in which we operate, the primary selling season is
from January through May as well as September and October. Orders in other months typically are lower. In addition, the markets in which we
operate are four-season markets that experience significant periods of rain and snow. Construction cycles and efforts are often adversely affected
by severe weather.

Inflation

Inflation can have a significant impact on our business performance and the home building industry in general. Rising costs of land,
transportation costs, utility costs, materials, labor, overhead, administrative costs and interest rates on floating credit facilities can adversely
affect our business performance. In addition, rising costs of certain items, such as lumber, can adversely affect the expected profitability of our
backlog. Generally, we have been able to recover any increases in costs through increased selling prices. However, there is no assurance we will
be able to increase selling prices in the future to cover the effects of inflation and other cost increases.

CAUTIONARY NOTES REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this report include forward-looking statements. These forward-looking statements can be identified by the
use of words such as �anticipate,� �believe,� �estimate,� �may,� �intend,� �expect,� �will,� �should,� �seeks� or other similar expressions. Forward-looking
statements are based largely on our expectations and involve inherent risks and uncertainties including certain risks described in this report.
When considering those forward-looking statements, you should keep in mind the risks, uncertainties and other cautionary statements made in
this report. You should not place undue reliance on any forward-looking statement, which speaks only as of the date made. Some factors which
may affect the accuracy of the forward-looking statements apply generally to the real estate industry, while other factors apply directly to us.
Any number of important factors which could cause actual results to differ materially from those in the forward-looking statements include:
general economic and market conditions, including interest rate levels; our ability to service our debt; inherent risks in investment in real estate;
our ability to compete in the markets in which we operate; regulatory actions; fluctuations in operating results; our anticipated growth strategies;
shortages and increased costs of labor or building materials; the availability and cost of land in desirable areas; natural disasters; our ability to
raise debt and equity capital and grow our operations on a profitable basis and our continuing relationships with affiliates.

Many of these factors are beyond our control. For a discussion of factors that could cause actual results to differ, please see the discussion in this
report under the heading �Risk Factors� in Item 1A.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance
Directors of the Registrant

Information regarding our directors is below.

Christopher Clemente, 50, has been a director since May 2004. He founded our Company in 1985 and since 1992 he has served as our Chairman
and Chief Executive Officer. Mr. Clemente has over 25 years of experience in all aspects of real estate development and home building, and
over 30 years of experience as an entrepreneur. The Company believes that Mr. Clemente�s position as our Chief Executive Officer, his success
as an entrepreneur and his depth of skill and experience in real estate development and home building, highly qualifies him as a member of our
Board of Directors.

Gregory V. Benson, 57, has been a director since May 2004. He became our President and Chief Operating Officer in 1991. Mr. Benson has over
30 years of home building experience including over 13 years at national home builders, including NVHomes, Ryan Homes and Centex Homes.
The Company believes that Mr. Benson�s extensive experience in real estate development and homebuilding and his position as our Chief
Operating Officer highly qualifies him as a member of our Board of Directors.

Norman D. Chirite, 49, has been a director and a member of the Compensation Committee of our Board of Directors since March 2006.
Mr. Chirite currently serves as Managing Director for RedZone Capital Management Company, a private investment management company. He
served as Executive Vice President and General Counsel of Washington Football Inc. from August 2002 until October 2005. Mr. Chirite
previously was a partner at Weil, Gotshal & Manges LLP in New York City, where he practiced corporate law from 1987 until 2000. From 2004
until 2008, Mr. Chirite was a trustee of Connors Brothers Income Fund, a publicly traded Canadian income trust. The Company believes that
Mr. Chirite�s extensive background in corporate and securities law highly qualifies him as a member of our Board of Directors.

David M. Guernsey, 63, has been a director since December 2004 and is a member of the Compensation Committee of our Board of Directors.
Mr. Guernsey is founder and CEO of Guernsey Office Products, Inc., one of the largest independent office products dealers in the United States.
Mr. Guernsey is on the national board of The National Federation of Independent Business (NFIB) serving as Vice-Chairman. NFIB is the
Nation�s largest member based small business association. Mr. Guernsey has served on the Virginia Commerce Bancorp, Inc. Board of Directors
since 1989, currently serving as Vice-Chairman. The Company believes that Mr. Guernsey�s qualifications to serve as a director include his
extensive experience with public companies, broad management and market expertise and his success as an entrepreneur.

James A. MacCutcheon, 59, has been a director since December 2004 and is a member of the Audit Committee of our Board of Directors.
Mr. MacCutcheon is a private investor and advisor to public and private businesses. Mr. MacCutcheon served as the President and Chief
Executive Officer of Sunburst Hospitality Corporation from September 2000 until July 2007, and served as its Executive Vice President and
Chief Financial Officer from 1997 to 2000. Sunburst Hospitality Corporation was taken private in a transaction led by Mr. MacCutcheon in
2001. Prior to 1997, Mr. MacCutcheon served as Chief Financial Officer for two different public companies and was an audit partner in a Big 8
public accounting firm. Mr. MacCutcheon also currently serves on the Board of Sunburst Hospitality Corporation, Realty Investment and
Cambridge Realty, all privately held companies. The Company believes that Mr. MacCutcheon�s executive management, financial and public
accounting experience, across a variety of industries, adds significant value and diversity to our board and highly qualifies him as a member of
our Board of Directors.

A. Clayton Perfall, 51, has been a director since December 2004 and is a member and Chairman of the Audit Committee of our Board of
Directors. He currently serves as the Chief Executive Officer of Archway Marketing Services, Inc., a provider of outsourced marketing
operations management services. Mr. Perfall has also served as director and chair of the Audit Committee of InVentiv Health, Inc. since
1999. From October 2001 through October 2008, Mr. Perfall served as Chief Executive Officer and member of the Board of Directors of AHL
Services, Inc. Mr. Perfall served as President and Chief Executive Officer and member of the Board of Directors of Union Street
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