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company” in Rule 12b-2 of the Exchange Act.

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 Securities
Exchange Act). Yes // No /x/

As of June 30, 2007 the aggregate market value of the common shares held by non-affiliates of the registrant, based
on the closing price reported on the American Stock Exchange on that day of $20.41, was $50,432,130. As of March
1, 2008, there were 5,229,954 common shares outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the Proxy Statement of American Community Properties Trust to be filed with the Securities and
Exchange Commission with respect to the 2008 Annual Meeting of Shareholders, to be held on June 4, 2008, are
incorporated by reference into Part III of this report.
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PARTI
ITEM 1. BUSINESS

References to "we," "us," "our" or the "Company" refer to American Community Properties Trust and our business
and operations conducted through our subsidiaries.

nn

GENERAL

On March 17, 1997, American Community Properties Trust ("ACPT" or the "Company"), a wholly owned subsidiary
of Interstate General Company L.P. ("IGC" or "Predecessor"), was formed as a real estate investment trust under Title
8 of the Corporations and Associates Article of the Annotated Code of Maryland (the "Maryland REIT Law"). ACPT
was formed to succeed to most of IGC's real estate assets.

On October 5, 1998, IGC transferred to ACPT the common shares of four subsidiaries that collectively comprised the
principal real estate operations and assets of IGC. In exchange, ACPT issued to IGC 5,207,954 common shares of
ACPT, all of which were distributed to the partners of IGC.

ACPT is a self-managed holding company that is primarily engaged in the investment of rental properties, property
management services, community development and homebuilding. These operations are concentrated in the
Washington, D.C. metropolitan area and Puerto Rico and are carried out through American Rental Properties Trust
("ARPT"), American Rental Management Company ("TARMC "), American Land Development U.S., Inc. ("ALD")
and IGP Group Corp. ("IGP Group") and their subsidiaries.

ACPT is taxed as a U.S. partnership and its taxable income flows through to its shareholders. ACPT is subject to
Puerto Rico taxes on IGP Group’s taxable income, generating foreign tax credits that have been passed through to
ACPT’s shareholders. A federal tax regulation has been proposed that could eliminate the pass through of these
foreign tax credits to ACPT’s shareholders. Comments on the proposed regulation are currently being evaluated with
the final regulation expected to be effective for tax years beginning after the final regulation is ultimately published in
the Federal Register. ACPT’s federal taxable income consists of certain passive income from IGP Group, a controlled
foreign corporation, additional distributions from IGP Group including Puerto Rico taxes paid on behalf of ACPT, and
dividends from ACPT’s U.S. subsidiaries. Other than Interstate Commercial Properties (“ICP”), which is taxed as a
Puerto Rico corporation, the taxable income from the remaining Puerto Rico operating entities passes through to IGP
Group or ALD. Of this taxable income, only the portion of taxable income applicable to the profits, losses or gains on
the residential land sold in Parque Escorial passes through to ALD. ALD, ARMC, and ARPT are taxed as U.S.
corporations. The taxable income from the U.S. multifamily rental properties flows through to ARPT.

ARPT

ARPT holds partnership interests in 21 multifamily rental properties ("U.S. Apartment Properties") indirectly through
American Housing Properties L.P. ("AHP"), a Delaware limited partnership, in which ARPT has a 99% limited
partner interest and American Housing Management Company, a wholly owned subsidiary of ARPT, has a 1%
general partner interest.

ARMC
ARMC performs property management services in the United States for the U.S. Apartment Properties and for one
other rental apartment not owned by ACPT.

ALD

ALD owns and operates the assets of ACPT's United States community development operations. These include the

following:

1. a 100% interest in St. Charles Community LLC ("SCC LLC") which holds approximately 4,000 acres of land in St.
Charles, Maryland;

2. the Class B interest in Interstate General Properties Limited Partnership S.E., a Maryland limited partnership
("IGP"), that represents IGP's rights to income, gains and losses associated with the balance of the residential land
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in Parque Escorial in Puerto Rico held by Land Development Associates, S.E. ("LDA"), a wholly owned
subsidiary of IGP; and

3. a 50% interest, through SCC LLC, in a land development joint venture, St. Charles Active Adult Community, LLC
(‘4AAC?7)'

4-
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IGP Group

IGP Group owns and operates the assets of ACPT's Puerto Rico division indirectly through a 99% limited partnership

interest and 1% general partner interest in IGP excluding the Class B IGP interest transferred to ALD. IGP's assets and

operations include:

1. a 100% partnership interest in LDA, a Puerto Rico special partnership which holds 120 acres of land in the planned
community of Parque Escorial and 490 acres of land in Canovanas;

2. general partner interests in 9 multifamily rental properties (“Puerto Rico Apartment Properties”), and a limited
partner interest in 1 of the 9 partnerships;

3. a 100% ownership interest in Escorial Office Building I, Inc. (“EOBI”), through LDA and IGP, a Puerto Rico
corporation that holds the operations of a three-story, 56,000 square foot office building;

4. a 100% ownership interest in ICP, an entity that holds the partnership interest in E1 Monte Properties S.E. (“EMP”);

5. alimited partnership interest in ELI, S.E. ("ELI"), that holds a 45.26% share in the future cash flow generated from
a 30-year lease of an office building to the State Insurance Fund of the Government of Puerto Rico; and

6. an indirect 100% ownership interest, through LDA and IGP, in Torres del Escorial, Inc. ("Torres"), a Puerto Rico
corporation organized to build 160 condominium units.

In July 2007, J. Michael Wilson filed a Form 13 D/A announcing the Wilson family’s intentions to obtain an investor
for a potential management buyout of the company. Accordingly, the Board of Trustees formed a Special Committee
of Independent Trustees to take such actions on behalf of the Trust related to or airsing in connection with any such
potential transactions.

ACPT has two reportable segments: U.S. operations and Puerto Rico operations. The Company's chief
decision-makers allocate resources and evaluate the Company's performance based on these two segments. The U.S.
segment is comprised of different components grouped by product type or service, to include: investments in rental
properties, community development and property management services. The Puerto Rico segment entails the
following components: investment in rental properties, community development, homebuilding and property
management services. Set forth below is a brief description of these businesses within each of our segments.

U.S. SEGMENT:
INVESTMENT IN RENTAL PROPERTIES

Multifamily Rental Properties

ACPT, indirectly through ARPT and AHP, holds interests in 21 U.S. Apartment Properties that own and operate
apartment facilities in Maryland and Virginia. The U.S. Apartment Properties include a total of 3,366 rental units.
Each of the U.S. Apartment Properties is financed by a non-recourse mortgage whereby the owners are not jointly and
severally liable for the debt. The U.S. Department of Housing and Urban Development ("HUD") provides rent
subsidies to the projects for residents of 973 apartment units. In addition, 110 units are leased pursuant to HUD's Low
Income Housing Tax Credit ("LIHTC") program, and 139 other units are leased under income guidelines set by the
Maryland Community Development Administration. The remaining 2,144 units are leased at market rates.

The Company continues to believe that its investments in suburban multifamily rental properties will provide
long-term value. Suburban multifamily capitalization rates decreased for the third consecutive year to 6.34%, down
from 6.44% for 2006 and remain in the first position relative to other types of real estate investment.1

New Multifamily Rental Property Construction

Sheffield Greens Apartments, which began leasing efforts in the first quarter of 2006, completed the lease-up of the
facility in the second quarter 2007. The 252-unit apartment project consists of nine, 3-story buildings and offers 1 and
2 bedroom units ranging in size from 800 to 1,400 square feet. The complex was substantially complete as of January
31, 2007, with all units available for occupancy at that time.
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The Company is currently planning the construction of a 184 unit luxury apartment complex within St. Charles, called
Gleneagles Apartments. Gleneagles Apartments is expected to consist of 1, 2 and 3 bedroom units ranging in size of
905 to 1840 square feet. The Company currently anticipates average monthly rents of approximately $1,625 per

unit. Pre-leasing efforts are currently scheduled to commence during the second quarter of 2008, with delivery of the
initial units within the complex during the first quarter of 2009. The Company has submitted for building permits, and
currently anticipates final approval from Charles County by the third quarter of 2008. Construction of the project is
expected to begin promptly after the permits are issued. The Company is also currently in the process of obtaining a
HUD insured loan for this project which is expected to close within 60 days of receiving the County’s approval of the
plat.

1 Per Integra Realty Resources (“IRR”) Viewpoint 2008, “Real Estate Value Trends”

-5-
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Multifamily Rental Property Acquisitions

The following table sets forth the name of each entity owning U.S. Apartment Properties; the number of rental units in
the property; the percentage of all units held by U.S. Apartment Properties; the project cost; the percentage of such
units under lease; and the expiration date and maximum benefit for any subsidy contract:

Number of 12/31/2007  Occupancy Expiration Maximum
Percentage  Project Cost Of
Apartment of (A) at Subsidy  Subsidy

U.S.
APARTMENTS (in (in
PROPERTIES Units Portfolio thousands) 12/31/2007 Contract  thousands)
Consolidated
Partnerships
Bannister 167 5% $ 9,736 94% N/A$ -

41 1% 2008 521
Coachman's 104 3% 7,997 97% N/A -
Crossland 96 3% 3,358 92% N/A -
Essex 496 15% 21,037 98% 2008 4,488
Fox Chase 176 5% 8,969 97% N/A -
Headen House 136 4% 8,582 97% 2008 1,641
Huntington 204 6% 10,115 96% 2008 2,421
Lancaster 104 3% 6,002 96% N/A B)
Milford Station I 200 6% 13,165 91% N/A -
Milford Station II 50 1% 1,861 96% N/A -
New Forest 256 8% 15,412 93% N/A -
Nottingham South 85 3% 3,049 89% N/A -
Owings Chase 234 7% 15,749 95% N/A -
Palmer 96 3% 9,138 91% N/A -

56 2% 2008 709
Prescott Square 73 2% 4,738 92% N/A -
Sheffield Greens 252 7% 25,854 93% N/A -
Village Lake 122 3% 8,010 91% N/A -
Wakefield Terrace 164 5% 11,325 93% N/A -

40 1% 2011 525
Wakefield Third Age
(Brookmont) 104 3% 5,552 95% N/A -

3,256 96% 189,649 10,305
Unconsolidated
Partnerships
Brookside Gardens 56 2% 2,694 98% N/A ©
Lakeside Apartments 54 2% 4,130 98% N/A ©
110 4% 6,824
3,366 100% $ 196,473 $ 10,305

11



Edgar Filing: AMERICAN COMMUNITY PROPERTIES TRUST - Form 10-K

(A) Project costs represent total capitalized costs for each respective property as per Schedule III "Real Estate and
Accumulated Depreciation” in Item 8 of this 10-K.

(B) Not subsidized, however, 54 units are subject to household income restrictions set by the Maryland Community
Development Administration (“MCDA”).

(C) Not subsidized, but all units are set aside for low to moderate income tenants over certain age limitations under
provisions set by the LIHTC program.

12
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The following table sets forth the operating results, mortgage balances and our economic interest in the U.S.

Apartment Properties by location ($ amounts in thousands, all other figures are actual):

Number
of

U.S. APARTMENT Apartment

PROPERTIES
Consolidated
Partnerships
Charles County,
Maryland
Bannister
Coachman's
Crossland

Fox Chase
Headen House
Huntington
Lancaster

New Forest
Palmer

Sheffield Greens
Village Lake
Wakefield Terrace
Wakefield Third
Age (Brookmont)

Baltimore County,
Maryland

Milford Station I
Milford Station II
Nottingham South
Owings Chase
Prescott Square

Henrico County,
Virginia
Essex

Total
Consolidated

Unconsolidated
Partnerships
Charles County,
Maryland
Brookside Gardens
Lakeside

Total
Unconsolidated
Grand Total

Units

208
104

96
176
136
204
104
256
152
252
122
204

104

200
50
85

234
73

496

3,256

56
54

110
3,366

Operating
Revenues

$ 2561

1,695
1,188
2,293
1,634
2,432
1,462
3,971
1,874
3,700
1,604
2,283

1,280

1,907
399
639

2,427
785

4,282

38,416

318
493

811
$ 39,227

Operating
Expenses

(a)

$ 1,118

687
555
883
625
1,533
683
1,520
789
1,871
649
1,085

558

1,036
284
478

1,302
479

2,757

18,892

271
262

533
$ 19,425

Non-Recourse
Mortgage
Outstanding

$ 12,501
10,883
4,091
12,840
6,914
9,218
8,491
22,717
6,746
26,945
9,205
10,041

7,295

10,491
1,345
2,560

12,376
3,590

14,025

192,274

1,241
1,952

3,193
$ 195467

Economic
Interest
Upon
Liquidation

(b)

100.0%
95.0%
60.0%
99.9%
75.5%
50.0%

100.0%
99.9%
75.5%

100.0%
95.0%
75.5%

75.5%

100.0%
100.0%
100.0%
100.0%
100.0%

50.0%

(©)

(d
(e

13
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(a) Amounts exclude management fees eliminated in consolidation.

(b) Surplus cash from operations and proceeds from sale or liquidation are allocated based on the economic interest
except those identified by additional description.

(c) Upon liquidation, the limited partners have a priority distribution equal to their unrecovered capital. As of
December 31, 2007, the unrecovered limited partner capital for Essex was $1,890,000. The Company’s receivable
of $2,958,000 is the second priority of proceeds from the sale or liquidation on the property. Until the limited
partners have recovered their capital contributions, any surplus cash is distributed first to the limited partners up to
$100,000, then a matching $100,000 to the general partner, with any remaining split between the general partner
and the limited partners.

(d) The allocation of profits and surplus cash, as per the partnership agreement, is based on a complex waterfall
calculation. The Company’s share of the economic ownership is immaterial.

(e) The allocation of profits and surplus cash, as per the partnership agreement, is based on a complex waterfall
calculation. The Company is currently eligible to receive $363,000 in distributions related to the payment of a
development fee. This amount receives priority over return of equity to the partners but is subordinate to a $3,000
per year preferred return to the minority partners. Upon settlement of all priority items, balance is split 70% to the
company and 30% to the minority partners.

14
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Government Regulation

HUD subsidies are provided principally under Section 8 of the National Housing Act. Under Section 8, the
government pays to the applicable apartment partnership the difference between market rental rates (determined in
accordance with government procedures) and the rate the government deems residents can afford. In compliance with
the requirements of Section 8, ARMC screens residents for eligibility under HUD guidelines. Subsidies are provided
under contracts between the federal government and the owners of the apartment properties.

Subsidy contracts for ACPT's U.S. Apartment Properties are scheduled to expire between 2008 and 2011. ACPT
currently intends to seek the renewal of expiring subsidy contracts for its properties based on the most advantageous
options available at the time of renewal. Please refer to the table shown on page 7 for the expiration dates and amounts
of subsidies for the respective properties. We initiate the HUD contract renewal process annually. For contracts where
we have elected five-year terms, we are limited to increases based on an Operating Cost Adjustment Factor
(“OCAF”). At the end of the five-year term, or annually if a five-year term is not elected, we will have six options for
renewing Section 8 contracts depending upon whether we can meet the eligibility criteria. Historically, we have met
the criteria necessary to renew our Section 8 contracts.

Cash flow from projects whose mortgage loans are insured by the Federal Housing Authority ("FHA"), or financed
through the housing agencies in Maryland or Virginia (the "State Financing Agencies") are subject to guidelines and
limits established by the apartment properties' regulatory agreements with HUD and the State Financing Agencies.
Our regulatory contracts with HUD and/or the mortgage lenders generally require that certain escrows be established
as replacement reserves. The balance of the replacement reserves are available to fund capital improvements as
approved by HUD or the mortgage lender. As of December 31, 2007, a total of $3.5 million was designated as
replacement reserves for the consolidated U.S. Apartment Partnerships.

HUD has received congressional authority to convert expired contracts to resident-based vouchers. This would allow
residents to choose where they wish to live, which may include the dwelling unit in which they currently reside. If
these vouchers result in our tenants moving from their existing apartments, this may negatively impact the income
stream of certain properties. However, we intend to continue to maintain our properties in order to preserve their
values and retain residents to the greatest extent possible.

The federal government has virtually eliminated subsidy programs for new construction of low and moderate income
housing by profit-motivated developers such as ACPT. Any new multifamily rental properties developed by ACPT in
the U.S. are expected to offer market rate rents.

Competition

ACPT's investment properties that receive rent subsidies are not subject to the same market conditions as properties
charging market rate rents. The Company's subsidized units average annual occupancy of approximately

98%. ACPT's apartments in St. Charles that have market rate rents are impacted by the supply and demand for
competing rental apartments in the area, as well as the local housing market. Our occupancy rates for our market rate
properties typically range from 90% to 99%. When for-sale housing becomes more affordable due to lower mortgage
interest rates or softening home prices, this can adversely impact the performance of rental apartments. Conversely,
when mortgage interest rates rise or home prices increase, the market for apartment rental units typically

benefits. With the recent subprime mortgage crisis, the Company has seen new homeowners who can no longer
afford the increases in their adjustable rate mortgages return to the rental market.

The Company has historically been the only source for multifamily apartment living in the St. Charles and
surrounding Waldorf areas. In the spring of 2008, Archstone-Smith is expected to open “Westchester at the Pavilions,”
a luxury apartment community in St. Charles. We believe that rents within this new facility will be higher than those
currently charged for the Company’s apartments. However, it is unclear if and to what extent occupancy at our higher
end fair market properties will be impacted by the addition of these units into the St. Charles market.

_8-
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PROPERTY MANAGEMENT

ACPT, indirectly through ARMC, operates a property management business in the Washington, D.C. metropolitan
area, Baltimore, Maryland and in Richmond, Virginia. ARMC earns fees from the management of 3,654 rental
apartment units. ACPT holds an ownership interest in 3,366 units managed by ARMC. Management fees for these
3,366 units are based on a percentage of rents ranging from 4% to 6.5%. The management contracts for these
properties have terms of one or two years and are automatically renewed upon expiration but, may be terminated on
30 days notice by either party. ARMC is entitled to receive an aggregate incentive management fee of $40,000
annually from two of the properties that it manages, as well as the potential to receive an incentive management fee of
$100,000 from another property that it manages. The payment of these fees is subject to the availability of surplus
cash. Management and other fees earned from properties included within the consolidated financial statements are
eliminated in consolidation. Management fees for the other managed apartment property owned by a third party equal
3% of rents. Effective February 28, 2007, the Company’s management agreement with one of these managed
apartment properties, G.L. Limited Partnership, was terminated upon the sale of the apartment property to a third

party.

COMMUNITY DEVELOPMENT

ACPT, indirectly through ALD, owns approximately 3,950 undeveloped acres in the planned community of St.
Charles, which is comprised of a total of approximately 9,100 acres (approximately 14 square miles) located in
Charles County, Maryland, 23 miles southeast of Washington, D.C. The land in St. Charles is being developed by
ACPT and its subsidiaries for a variety of residential uses, including single-family homes, townhomes, condominiums
and apartments, as well as commercial and industrial uses.

St. Charles is comprised of five separate villages: Smallwood Village (completed), Westlake Village (substantially
completed), Fairway Village (currently under development), Piney Reach (undeveloped except for certain
infrastructure improvements) and Wooded Glen (undeveloped except for certain infrastructure improvements). Each
of the developed villages consists of individually planned neighborhoods, and includes schools, churches, recreation
centers, sports facilities, and a shopping center. Other amenities include parks, lakes, hiking trails and bicycle paths.
St. Charles also has an 18-hole public golf course in its Fairway Village community. Each community is planned for a
mix of residential housing, including detached single-family homes, townhomes, multiplex units and rental
apartments. Typical lot sizes for detached homes range from 6,000 to 8,000 square feet.

The development of St. Charles as a planned unit development ("PUD") began in 1972 when Charles County
approved a comprehensive PUD agreement for St. Charles. This master plan allows for the construction of 24,730
housing units and approximately 1,390 acres of commercial and industrial development. As of December 31, 2007,
there were more than 11,000 completed housing units in St. Charles, including Carrington neighborhood, which began
prior to 1972 and are not included in the PUD. In addition, there are schools, recreation facilities, commercial, office
and retail space in excess of 4.4 million square feet in St. Charles. ACPT, through outside planners, engineers,
architects and contractors, obtains necessary approvals for land development, plans individual neighborhoods in
accordance with regulatory requirements, constructs roads, utilities and community facilities. ACPT develops lots for
sale for detached single-family homes, townhomes, apartment complexes, and commercial and industrial
development.

Fairway Village, named for the existing 18-hole public golf course it surrounds, is under development. The master
plan provides for 3,346 dwelling units on 1,612 acres, including a business park and a 68-acre village center. Opened
in 1999, development of Fairway Village continues to progress as evidenced by the 78 lots settled in 2007 and the 129
completed lots in backlog as of December 31, 2007. All settlements made in 2007 were the result of the March 2004
agreement with Lennar Corporation (“Lennar”) discussed below. Since inception of Fairway Village, builders have
settled 628 fully developed lots in the first thirteen parcels. In addition to lots in backlog, infrastructure construction
has started on the next 68 single family lots and 148 townhome lots, with completion expected by the end of

2008. Some of this lot development is being completed in order for the Company to have access to the parcel
designated for our Gleneagles Apartment complexes. Additional parcels are in the engineering phase.

The last two villages, Wooded Glen and Piney Reach, comprise approximately 3,000 acres, and are planned for
development near the completion of Fairway Village. The County Commissioners must approve the total number and

16
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mix of residential units before development can begin. There can be no assurances that the total 24,730 units in St.
Charles' master plan can be attained within the remaining acreage currently owned.

The Company continues to look for opportunities to purchase land for future development. However, there can be no
assurance that the Company will be able to locate additional land suitable for future development.

As of December 31, 2007, 35.66 acres of developed commercial land and 129 residential lots were available for
delivery.

9.
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The following table is a summary of the land inventory available in St. Charles as of December 31, 2007:

Estimated Estimated  Estimated
Number of Approximate Expected  Aggregate
Lot Type Lots Acreage  Entitlements Date of Sale Sales Price
SMALLWOOD VILLAGE
Commercial, Retail,
Office:
Henry Ford Circle Commercial 8 8.89 A 2008 - 2009  $1.8-$2.0
million
Industrial:
Industrial Park North Light Industrial 1 4.18 A TBD TBD
Tract 21, Parcel F
Industrial Park North Light Industrial 1 1.95 A TBD TBD
Tract 23, Parcel A
WESTLAKE VILLAGE
Commercial, Retail,
Office:
Town Center Parcel Restaurant, 4 7.76 A 2008 - 2012 $6 million
A3 Office, Retail
Town Center Parcel Restaurant, 1 1.50 A Internal Use N/A
A3 Lot 3 Office Retail
Parcel M Office, Retail 1 2.61 A 2008 $300,000
Hampshire Commercial 1 13.31 C TBD $ 2.1 million
Commercial Parcel Q
FAIRWAY VILLAGE
Residential Lots:
Sheffield Parcel I SF Attached 8 20.12 A 2008
Sheffield Parcel SF Detached 121 32.15 A 2008 — 2009
G/M1
Sheffield Parcel J SF Attached 148 34.30 B 2008 - 2010 .
Gleneagles Parcel A Multi-Family 120 12.40 B Internal Use N/A
Gleneagles Parcel B Multi-Family 184 13.00 B Internal Use N/A
Gleneagles Parcel D SF Detached 68 28.40 B 2008 - 2009 *
Gleneagles Parcel E SF Detached 117 53.70 B 2009 - 2010 o
Gleneagles Parcel C SF Attached 128 21.20 B 2010 - 2011 *
Gleneagles Parcel F SF Detached 84 31.00 B 2009 - 2010 o
Gleneagles South SF Attached 194 25.00 C 2011 - 2013 *
Neighborhood
Gleneagles South SF Detached 642 224.40 C 2010 - 2013 &
Neighborhood
Gleneagles South Multi-Family 165 14.00 C Internal Use N/A
Neighborhood
Commercial, Retail,
Office:
Middle Business Park Office, 14 42.15 B TBD TBD
Parcel D Commercial
Fairway Village Retail, 1 93.90 B TBD TBD
Center Commercial
Middle Business Park Office, 4 32.85 B TBD TBD
Parcel B Commercial
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Middle Business Park Office, 3 16.16 B TBD TBD
Parcel C Commercial

VILLAGE OF WOODED

GLEN
Residential Parcels TBD 7,155 1810.40 D TBD TBD
Wooded Glen Village Retail, 1 30.00 C TBD TBD
Center Commercial

VILLAGE OF PINEY

REACH
Residential Parcels TBD 2,921 666.60 D TBD TBD
Piney Reach Village Retail, 1 37.30 C TBD TBD
Center Commercial
Piney Reach Industrial 1 76.18 C 2009 $13.0 million
Industrial Park
Piney Reach Industrial 66 506.59 C TBD TBD
Industrial Park

(A) Sites are fully developed and ready for sale
(B) Completed master plan approval including all entitlements and received preliminary site plan approval for
development
(C) Completed master plan approval including all entitlements
(D) Completed master plan approval including all entitlements excluding school allocations
TBD means To Be Determined.
* Price determined as a percentage (generally 30%) of the "Base Selling Price" of the new home constructed and sold
on the lot per the terms of the sales agreement with Lennar Corporation.
-10-
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Customer Dependence

In March 2004, the Company executed development and purchase agreements with Lennar’s homebuilding subsidiary
to develop and sell approximately 1,950 residential lots, consisting of approximately 1,359 single-family lots and 591
town home lots in Fairway Village (the “Lennar Agreements”). The Lennar Agreements require the homebuilder to
provide $20,000,000 of letters of credit to secure the purchase of the lots. The letters of credit will be used as
collateral for major infrastructure loans from the Charles County Commissioners of up to $20,000,000 and will be
reduced as the Company repays the principal of these loans. As security for the Company’s obligations to Lennar, a
junior lien was placed on the residential portion of Fairway Village. For each lot sold in Fairway Village, the
Company will deposit $10,300 in an escrow account to fund the principal payments due to the Charles County
Commissioners at which time the lot is released from the junior lien. Under the Lennar Agreements, the Company is
responsible for making developed lots available to Lennar on a monthly basis, and subject to availability, the builder
is required to purchase a minimum of 200 residential lots developed by the Company per year. Based on 200 lot sales
per year, it is estimated that settlements will take place through 2015; however, the continued slowing of the new
homes sales market in the United States, and more specifically in the Washington D.C. suburban areas, has adversely
impact Lennar’s willingness or ability to take down 200 lots per year. In December 2007, the Company executed an
amendment to the Lennar Agreements (the “December Amendment”) whereby the Company agreed to accept 51 lot
settlements in December 2007 as satisfaction of Lennar’s lot takedown requirement for 2007, resulting in 78 total lots
taken down by Lennar during 2007.

According to the terms of the Lennar Agreements, the final selling price of the lots will be calculated based on 30% of
the base sales price of homes sold by the builder. As part of the December Amendment to the Lennar Agreements, the
Company agreed to temporarily reduce the final lot price for 100 lots (51 taken down in December 2007 and 49 which
Lennar has agreed to take before June 1, 2008) from 30% to 22.5% of the base price of the home sold on the lot, with
guaranteed minimum prices of $78,000 per single family lot and $68,000 per townhome lot. Currently new
townhomes in Fairway Village are priced between $330,000 and $400,000 while single family homes in Fairway
Village are priced between $390,000 and $500,000.

In September 2004, the Company entered into a joint venture agreement with Lennar for the development of a
352-unit, active adult community located in St. Charles, Maryland; and transferred land to the joint venture in
exchange for a 50% ownership interest and $4,277,000 in cash. Lennar and the Company each have an equal interest
in the cash, earnings and decision making concerning the joint venture. The joint venture's operating agreement calls
for the development of 352 lots. Delivery of these lots began in the fourth quarter of 2005. The Company manages
the project's development for a market rate fee pursuant to a management agreement. However, the joint venture has
ceased development activities for one year, as to date, lot development has outpaced sales.

Revenues from Lennar include residential land sales as well as certain management fees. Total revenues from Lennar
within our U.S. segment were $9,663,000 for the year ended December 31, 2007 which represents 18% of the U.S.
segment's revenue and 11% of our total year-to-date consolidated revenue. No other customers accounted for more
than 10% of our consolidated revenue for the year ended December 31, 2007. Loss of all or a substantial portion of
our land sales, as well as the joint venture's land sales, to Lennar would have a significant adverse effect on our
financial results until such lost sales could be replaced. If such an event were to occur, there would be no assurance
that the lost volume would be replaced timely and on comparable terms.

-11-
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Government Approvals

The St. Charles master plan has been incorporated into Charles County's comprehensive zoning plan. In addition, the
Charles County government (the “County”) has agreed to provide sufficient water and sewer connections for the balance
of the housing units to be developed in St. Charles. Specific development plans for each village in St. Charles are
subject to approval of the County Planning Commission. Such approvals have previously been received for the
villages of Smallwood, Westlake and Fairway. Approvals have not yet been sought on the final two villages.

In 2001, the Charles County Commissioners enacted the Adequate Public Facilities Policy. This policy limits the
number of residential building permits issued to the amount of school allocations calculated in a given period.

Under a settlement agreement reached between ACPT and the County in 2001, the County provided guaranteed
school allocations to St. Charles for 898 new dwelling units. The County subsequently granted allocations for an
additional 200 dwelling units in 2005, 300 for 2006, 300 for 2007 and in January of 2008, the County granted us an
additional 300 units for 2008. To date, we have recorded 898 dwelling units with the County leaving us with a
balance of 1,096 school allocations available for new dwelling units. School allocations are used when the Company
records the subdivision plats with the County. The Company anticipates using 452 allocations in 2008 related to
additional lot development and beginning construction of Gleneagles multifamily housing.

Under the settlement agreement, the County agreed to utilize a base line assumption of 200 school allocations per
year, however, there are no guarantees that additional allocations will be granted in future years. Under the settlement
agreement, the County will also provide sewer connection for the next 2,000 units in Fairway Village at fees that will
be $1,608 less per unit than the fee charged to builders outside of St. Charles. As of December 31, 2007,
approximately 1,425 of the 2,000 units remained. Our agreement reached with the County also provides for the
possibility of the Company's being allowed to annex additional contiguous land to St. Charles.

Pursuant to the settlement agreement the Company agreed to accelerate the construction of two major roadway links
to the County’s road system. Also, as part of the agreement, the County agreed to issue general obligation public
improvement bonds to finance $20,000,000 of this construction guaranteed by letters of credit provided by Lennar.
As of December 31, 2007, the Charles County Commissioners have issued three separate Consolidated Public
Improvement Bonds (the “Bonds”) totaling $20,000,000 on behalf of the Company. The Bonds bear an interest rate
between 4% and 8% and call for semi-annual interest payments and annual principal payments and mature in fifteen
years. The Bond Repayment agreements with the County stipulate the borrowing and repayment provisions for the
funds advanced. Total cost of the construction project is estimated at approximately $31,138,000.

The complete terms of the settlement are contained in an Amended Order in Docket 90 before the County
Commissioners of Charles County, a Consent Judgment in the Circuit Court, an Indenture, and a Settlement
Agreement.

In August 2005, the Company signed a memorandum of understanding ("MOU") with the Charles County
Commissioners regarding a land donation that is planned to house a minor league baseball stadium and entertainment
complex. Under the terms of the MOU, the Company donated 42 acres of land in St. Charles to the County on
December 31, 2005. The Company also agreed to expedite off-site utilities, storm-water management and road
construction improvements that will serve the entertainment complex and future portions of St. Charles so that the
improvements will be completed concurrently with the entertainment complex. The County will be responsible for
infrastructure improvements on the site of the complex. In return, the County will issue the general obligation bonds
to finance the infrastructure improvements. In March 2006 and 2007, $4,000,000 and $3,000,000 of bonds were
issued for this project, respectively. In March 2008, we anticipate the issuance of an additional $3,000,000 will be
issued related to completion of required stadium improvements. As per the stipulations provided for in the Bond
Repayment agreement with the County, the funds for this project will be repaid by ACPT over a 15-year period. In
addition, the County agreed to increase the base line assumption from 200 to 300 school allocations per year
commencing with the issuance of these bonds and continuing until such bonds are repaid in full.

Competition

Competition among residential communities in Charles County is intense. Currently, there are approximately 30
subdivisions competing for new homebuyers within a five-mile radius of St. Charles. The largest competing housing
developments are Charles Crossing, a 451-unit project being developed by a local developer; Charles Retreat,
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approximately 400 active adult units being developed by Slenker Land Corporation; Avalon, a 264-unit project being
developed by Centex Homes; and Autumn Hills, a 390-unit project being developed by Elm Street

Development. Smaller projects are being developed by more than 20 other developers. The marketplace attracts major
national and regional homebuilders. In this very price sensitive market, ACPT continues to position St. Charles to
provide affordable building lots and homes while offering more amenities than the competition. A limited number of
school allocation permits in Charles County has slowed the growth of new residential construction. We believe the
guaranteed school allocations discussed above provide the Company with a competitive edge.

-12-
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Environmental Impact

Management believes that the St. Charles master plan can be completed without material adverse environmental
impact and in compliance with governmental regulations. In preparation for immediate and future development, Phase
I Environmental Site Assessments have been prepared for substantially all of the undeveloped parcels. Historically,
the land has been used for farming, sand and gravel mining and forestry and no significant environmental concerns
were found. Jurisdictional determinations for wetlands have been approved by the Army Corps of Engineers for the
Sheffield Neighborhood as well as parts of the Gleneagles Neighborhood in Fairway Village, the current phase of
residential development. Management has developed an Environmental Policy Manual and has established an
Environmental Review Committee and an Environmental Coordination Officer to anticipate environmental impacts
and avoid regulatory violations. However, development can be delayed while local, state and federal agencies are
reviewing plans for environmentally sensitive areas.

The ongoing process of land development requires the installation, inspection and maintenance of erosion control
measures to prevent the discharge of silt-laden runoff from areas under construction. The capital expenditures for
these environmental control facilities varies with the topography, proximity to environmental features, soil
characteristics, total area denuded and duration of construction.

In 2007, we spent nearly $80,000 for these costs. As land development continues, an annual cost of approximately
$100,000 can be expected.

ECONOMIC AND DEMOGRAPHIC INFORMATION

Based on figures prepared by the Charles County Department of Planning and Growth Management ("DPGM"), the
population of Charles County grew to 124,145 in 2000, up from 101,000 in 1990, and is projected to increase at a rate
of 2% per year, reaching a total of 182,000 by 2020. Charles County was the ninth fastest growing county in the state
between the 1990 and 2000 census with an average annual growth rate during that period of 1.77%. The median
household income in Charles County was $80,179 in 2006. Building permit activity for new structures decreased 24%
to 1,971 permits issued in Charles County in 2007 compared to 2,602 permits issued in 2006.

PUERTO RICO SEGMENT:
INVESTMENT IN RENTAL PROPERTIES

Multifamily Rental Properties

ACPT, indirectly through IGP, holds interests in 9 Puerto Rico partnerships, which collectively own and
operate a total of 12 multifamily rental facilities in Puerto Rico (“Puerto Rico Apartment Properties”). The Puerto Rico
Apartment Properties own a total of 2,653 rental units, all of which receive rent subsidies from HUD and are financed
by non-recourse mortgages.

-13-
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The table below sets forth the name of each property; the number of rental units in the property; the percentage of
all units held by Puerto Rico Apartment Properties; the project cost; the percentage of such units under lease; and the
expiration date and maximum benefit for any subsidy contract:
Number of  Percentage 12/31/2007  Occupancy  Expiration = Maximum

Project Cost
Apartment of B) at Of Subsidy Subsidy

P.R.
APARTMENTS (in (in
PROPERTIES Units Portfolio thousands)  12/31/2007 Contract thousands)
Consolidated
Partnerships
San Anton 184 7% $ 5,562 100% 2010 $ 1,316
Monserrate
Associates 304 11% 12,853 100% 2009 2,568
Alturas del Senorial 124 5% 5,126 99% 2009 1,039
Jardines de Caparra 198 7% 8,076 100% 2010 1,582
Colinas de San Juan 300 11% 12,645 100% 2011 2,048
Bayamon Garden 280 11% 14,200 100% 2011 2,022
Vistas del Turabo 96 4% 3,560 100% 2021 704
Monserrate Tower
I (A) 304 11% 13,539 100% 2020 2,478
Santa Juana (A) 198 7% 8,128 100% 2020 1,660
Torre De Las
Cumbres (A) 155 6% 7,102 99% 2020 1,310
De Diego (A) 198 8% 8,086 100% 2020 1,618
Valle del Sol 312 12% 15,853 100% 2008 2,463

2,653 100% $ 114,730 $ 20,808

(A) This property is owned by Carolina Associates L.P., a Maryland limited partnership in which IGP holds a 50%
interest.

(B) Project costs represent total capitalized costs for each respective property as per Schedule III "Real Estate and
Accumulated Depreciation" in Item 8 of this 10-K.
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The table below sets forth the operating results, mortgage balances and our economic interest in the Puerto Rico
Apartment Properties by location ($ amounts in thousands, all other figures are actual):

Economic
Interest

P.R. Number of Non-Recourse Upon
APARTMENT Apartment Operating Operating Mortgage  Liquidation
PROPERTIES Units Revenues  Expenses (a) Outstanding (b)
Consolidated
Partnerships

Carolina, Puerto
Rico
Monserrate
Associates 304 $ 2,624 $ 1,346 $ 7,110 52.50%
Monserrate Tower
I (¢) 304 2,597 1,312 9,995 50.00% (e)
San Anton 184 1,466 897 4,157 49.50%
San Juan, Puerto
Rico

Alturas Del

Senorial 124 1,095 530 3,502 50.00%
Colinas San Juan 300 2,090 845 9,499 50.00%
De Diego (c) 198 1,715 845 5,531 50.00% (e)
Torre de Las

Cumbires (c¢) 155 1,381 661 5,135 50.00% (e)
Caguas, Puerto

Rico

Santa Juana (c¢) 198 1,888 937 7,130 50.00% (e)
Vistas Del Turabo (d)
) 96 688 343 961 50.00% (e)
Bayamon, Puerto

Rico

Bayamon Garden (d)
63) 280 2,106 839 9,289 50.00% (e)
Jardines De

Caparra 198 1,694 847 6,328 50.00% (e)

(d)

Valle Del Sol 312 2,501 835 10,578 50.00% (f)
Total Consolidated 2,653 $ 21,845 $ 10,237 $ 79,215

(a) Amounts exclude management fees eliminated in consolidation.
(b) Surplus cash from operations and proceeds from sale or liquidation are allocated based 