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PROFILE

Brookfield Homes is a land developer and homebuilder.

Our portfolio of 24,109 owned or controlled lots in California and the
Washington D.C. Area, provides our foundation for future growth.

We plan to create value for shareholders as we continue to entitle our
significant position in unentitled land options.

FINANCIAL PERFORMANCE

($ Millions, except unit activity and per share amounts) 2008 2007 2006 2005 2004
RESULTS OF OPERATIONS
Total revenue $ 449 $ 583 % 872 $ 1,214 $ 1,220
Gross margin (82) 14 245 398 275
Impairments and write-offs of option deposits 115 88 10 — —
Impairments of investments in
housing and land joint ventures 38 15 — — —
Net (loss) / income (116) 16 148 219 146
(Loss) / earnings per share — diluted (4.33) 0.58 5.45 7.04 4.64
Dividends per share 0.20 0.40 0.40 0.32 9.16

FINANCIAL POSITION
Total assets $ 1207 $ 1351 $ 1,401 $ 1,330 $ 1,082
Total debt 749 735 618 636 475

OPERATING DATA

Home closings (units) 750 839 1,181 1,618 1,880
Lots sold (units) 616 1,328 834 1,242 400
Net new orders (units) 729 735 960 1,482 1,847
Backlog (units at end of year) 134 155 259 480 616
Average selling price (homes closed) $ 562,000 $ 662,000 $679,000 $683,000 $ 652,000

Lots controlled 24,109 25,371 27,616 29,512 27,966




LETTER TO SHAREHOLDERS

2008 was another very challenging year for the housing
industry, as the downturn in the housing market intensi-
fied. Home foreclosures and lack of financing for home-
buyers resulted in continued high inventories of new and
resale homes and sharp declines in new home deliver-
ies. The supply of resale and new homes far exceeds
demand and even though annual single family new home
production has dropped to below 600,000 units, we do
not anticipate that overall equilibrium between housing
supply and demand will be reached in 2009. This con-
tinuing imbalance, as well as the disruption in credit
markets and uncertain economic outlook has led to con-
tinued weak consumer confidence, a critical factor for
home sales.

As many homebuilders continue to migrate to a manu-
facturing platform, land development in our markets is
minimal and the lot supply for new home production is
declining. This is leading to a fundamental shift in owner-
ship and development of future lot supply. As a result,
we are positioned to participate in the increased demand
for replacement lots as the longer term demand for new
homes returns based on the fundamentals of population
growth and the need for replacement housing.

The challenging market conditions in 2008 continued to
negatively impact our operations with lower home sales
per community, price reductions, and lower operating
margins. These factors resulted in an 11% decrease in
home closings to 750 units and a significant decrease in
operating income.

The company recorded impairments of $97 million during
the year ended December 31, 2008 on 2,326 owned lots,

$18 million on the write-off of option deposits on 819
lots, and $38 million on investments in equity accounted
joint ventures. The impairment and other charges were
the main reason for the 2008 net loss of $116 million.

Over the past two years, we have attempted to differentiate
ourselves in the industry and have responded to the
challenging market conditions by maintaining a focus on
controlling unentitled land assets with limited capital at
risk and creating value through entitling the land.

Our assets are largely located in geographic areas with
a constrained supply of lots and which have demon-
strated strong economic characteristics over the long
term. Looking forward to 2009, we plan to achieve the
following goals:

e Further strengthen our balance sheet upon the comple-
tion of the previously announced $250 million rights
offering to our shareholders.

e Continue to monetize our inventory of 3,000 fully
developed lots.

e Defer significant development of land until we have
meaningfully reduced our current inventories.

e Continue to entitle or advance the entitlement of our
optioned lots which also provide visibility on future
cash flow. Our goal is to entitle 1,500 lots during 2009
and 2010.

¢ |ncrease the lots we control in certain strategic market
areas where we have developed a strong reputation and
relationships within the community.




With these factors in mind, we are targeting approxi-

mately $120 million of operating cash flow in 2009.

We plan to utilize this capital to reduce debt or
capitalize on opportunities that arise from the current

distressed market environment.

Continue to meet the challenges presented in the
market and position ourselves to return to profitability.

Sincerely,

lan G. Cockwell

challenging times.

In closing, | would like to thank our long term shareholders
and lenders for their support and all our employees for
their continued dedication to creating value during these
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President & Chief Executive Officer

RESPONDING TO THE CREDIT CRISIS AND HOW WE ARE PREPARING

FOR FUTURE GROWTH

Balance Sheet

To position the company for future
growth, the focus will be on further
strengthening our balance sheet. This
will be achieved in part by completing
the previously announced proposed
rights offering to our shareholders.
Should the rights offering be fully
subscribed, the company expects to
receive gross proceeds of $250 mil-
lion upon issuance of the convertible
preferred stock. The proceeds from
the rights offering will be used for
general corporate purposes, includ-
ing repayment on the credit facility of
an affiliate of our largest stockholder,
Brookfield Asset Management Inc.

In addition, our goal is to reduce our
debt levels by monetizing our existing
inventory of fully developed lots.

Land Inventory

Brookfield Homes is a land devel-
oper and homebuilder. As a land
developer, we will control relatively
large amounts of raw land, primarily
held under option. The company’s
land development strategy creates
value for shareholders throughout the
entitlement and development stages,
and is described in more detail in the
Form 10-K.

Due to the distressed market condi-
tions, Brookfield Homes continually
evaluates whether value is being
created before additional capital is
invested in optioned assets.

In addition, the company has deferred
any significant development of land,
as it continues to monetize its inven-
tory of 3,000 fully developed lots.

Sales Support

Brookfield Homes continues to earn
numerous awards from national,
regional and local building industry
organizations, recognizing our plan-
ning, architectural and interior design,
merchandising and marketing. Even
though home sales have decreased
due to housing market conditions, our
sales teams maintain a competitive
advantage through their commitment
to quality, innovation and customer
satisfaction. In constructing homes,
we strive to satisfy our customers

by: carefully selecting the building
materials we use; emphasizing to our
employees and subcontractors that our
homes are to be built to meet a high
standard of quality and workmanship;
ensuring on-site quality control; and
providing timely after-sales service.
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PART I

Item 1. Business

Introduction

Brookfield Homes Corporation is a land developer and homebuilder (unless the context requires otherwise,
references in this report to “we,” “our,” “us” and “the Company” refer to Brookfield Homes and its subsidiaries).
We entitle and develop land for our own communities and sell lots to third parties. We also design, construct and
market single-family and multi-family homes primarily to move-up and luxury homebuyers. Our operations are
currently focused primarily in the following markets: Northern California (San Francisco Bay Area and
Sacramento); Southland / Los Angeles; San Diego / Riverside; and the Washington D.C. Area. We target these
markets because we believe over the longer term they offer the following positive characteristics: strong housing
demand, a constrained supply of developable land and close proximity to areas where we expect strong employment
growth. Our Washington D.C. Area operations commenced in the mid 1980s and our California operations

commenced in 1996.

General Development of Our Business

We were incorporated on August 28, 2002 in Delaware as a wholly-owned subsidiary of Brookfield Properties
Corporation in order to acquire all of the California and Washington D.C. Area homebuilding and land development
operations of Brookfield Properties pursuant to a reorganization of its residential homebuilding business (which we
refer to as the “Spin-off”). On January 6, 2003, Brookfield Properties completed the Spin-off by distributing all of
the issued and outstanding common stock it owned in our Company to its common shareholders. We began trading
as a separate company on the New York Stock Exchange on January 7, 2003, under the symbol “BHS.”

The following chart summarizes our principal operating subsidiaries and the yearin which we commenced
operations:

Principal Subsidiary Market Year of Entry
Brookfield Bay Area Holdings LLC San Francisco Bay Area 1996
Brookfield Southland Holdings LLC Southland / Los Angeles 1996
Brookfield San Diego Holdings LLC San Diego / Riverside 1996
Brookfield Washington LLC Washington D.C. Area 1984
Brookfield California Land Holdings LLC California 1998
Brookfield Sacramento LLC Sacramento 2003

Current Business Environment

2008 was another very challenging year for the housing industry as the downturn in the housing market intensified.
The supply of resale and new homes far exceeds demand and even though annual single-family new home
production in the United States has dropped to below 600,000 units, we do not anticipate that an equilibrium
between the supply and demand for housing will be reached in 2009. This continuing imbalance, as well as the
disruption in credit markets and uncertain economic outlook, has led to continued weak consumer confidence, a
critical factor for home sales. For additional information and analysis of the impact on our operations and financial
condition, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Item 7
of this Form 10-K.

Overview of the Land Development and Homebuilding Industry

The residential homebuilding and land development industry involves converting raw or undeveloped land into
residential housing. This process begins with the purchase or control of raw land and is followed by the entitlement
and development of the land, and the marketing and sale of homes constructed on the land.

Raw Land

Raw land is usually unentitled property, without the regulatory approvals which allow the construction of
residential, industrial, commercial or mixed-use buildings. Acquiring and developing raw land requires significant
capital expenditures and has associated carrying costs, including property taxes and interest. The selection and
purchase of raw land provides the inventory required for development purposes and is an important aspect of the
real estate development process. Developers of land, from time to time, sell raw or partially approved land to other
homebuilders and land developers as part of the normal course of their business.



Land Development

Land development involves the conversion of raw land to the stage where homes may be constructed on the land.
Regulatory bodies at the various governmental levels must approve the proposed end use of the land and many of
the details of the development process. The time required to obtain the necessary approvals varies. In most
jurisdictions, development occurs on a contiguous basis to existing land services such as water and sanitation.

To shorten the development period, many developers purchase land that has been partially developed. This land is
generally higher in value than raw land because a portion of the costs and risk associated with the development have
been incurred.

Generally, the first significant step in developing a residential community is to complete a draft specific plan
incorporating major street patterns and designating parcels of land for various uses, such as parks, schools, rights of
way and residential and commercial uses that is consistent with the local city or county general plan. This plan is
then submitted for approval to the governmental authority with principal jurisdiction in the area such as a city or
county. The draft specific plan is then refined with the local, state and federal agencies designating main and side
streets, lot sizes for residential use and the sizes and locations of parcels of land to be used for schools, parks, open
space, commercial properties and multi-family dwellings. These refinements are usually made in consultation with
local planning officials, state agencies and, if required, federal agencies. In most cases, this process takes several
years to complete.

Once the plan has been approved, the developer generally commences negotiations with the local governmental
authority on a formal development agreement, which governs the principal aspects of the construction of the
community. These negotiations generally involve the review and approval of engineering designs pertaining to
various aspects of the development, such as the construction and installation of sewer lines, water mains, utilities,
roads and sidewalks. At the same time, the allocation of the costs of these items between the governmental authority
and the developer, and the amount of fees which the developer will pay in order to obtain final approval of the plan,
must be settled.

Upon execution of the development agreement and grading and improvement plans, the developer generally posts a
bond with the local governmental authority to secure the developer’s obligations and the plan receives final
approval. The developer is generally required to convey to the local municipality, for no consideration, the land
upon which roads, sidewalks, rights of way and parks are constructed. Land for schools, if any, is sold to the local
school district. The school district normally takes responsibility to construct the schools with developer fees and
local and state bonds. The developer is usually responsible for the grading of the land and the installation of sewers,
water mains, utilities, roads and sidewalks, while the municipality is usually responsible for the construction of
recreational and community amenities such as libraries and community centers. The municipality funds its portion
of these costs through fees charged to the developer in connection with plan approvals and through the collection of
property taxes from local residents.

After a period of one to two years, following the completion by the developer of certain obligations under the
development agreement, the municipality takes responsibility from the developer for the underground services,
roads and sidewalks, and a portion of the improvement bond posted by the developer is released. The developer is
generally required to maintain a minimum portion of the bond with the municipality after completion of the
community to ensure performance by the developer of its remaining obligations under the development agreement.

Home Construction and Marketing

Residential home construction involves the actual construction of single-family houses and multi-family buildings
such as townhouses and condominiums. Each dwelling is generally referred to as a “unit.” A planned community
typically includes a number of “lots” on which single-family units will be situated and a smaller number of “pads”
of land which have been designated for the construction of multi-family units, schools, parks and commercial
buildings. The approved development plan specifically provides the total number of lots and pads in the project. The
construction phase normally involves consulting, architectural, engineering, merchandising and marketing personnel
who assist the homebuilder in planning the project. Residential home construction is usually performed by
subcontractors under the supervision of the homebuilder’s construction management personnel. Marketing and sales
of residential units are conducted by marketing sales staff employed by the homebuilder or by independent realtors.
Pre-selling residential units before the commencement of their construction is a common sales practice that usually
involves the creation of model homes or drawings of the proposed homes in a sales location close to or within the
project.



Narrative Description of Our Business

We develop land for our own communities and sell lots to other homebuilders. In our own communities, we design,
construct and market single-family and multi-family homes primarily to move-up and luxury homebuyers. In each
of our markets, we operate through local business units which are involved in all phases of the planning and building
of our master-planned communities and infill developments. These phases include sourcing and evaluating land
acquisitions, site planning, obtaining entitlements, developing the land, product design, constructing, marketing and
selling homes and homebuyer customer service. In the five year period ended December 31, 2008, we closed a total
of 6,268 homes and sold 4,420 lots in various stages of development to other homebuilders. A home or lot is
considered closed when title has passed to the homebuyer, and for a lot when a significant cash down payment or
appropriate security has been received.

We believe we have developed a reputation for innovative planning of master-planned communities and infill
developments. Master-planned communities are new home communities that typically feature community centers,
parks, recreational areas, schools and other amenities. Within a master-planned community there may be smaller
neighborhoods offering a variety of home styles and price levels from which homebuyers may choose. In an infill
development, we construct homes in previously urbanized areas on under-utilized land. In connection with planning
and building each of our master-planned communities and infill developments, we consider, among other things,
amenities, views, traffic flows, open space, schools and security.

In 2008, we closed a total of 750 homes, compared with 839 in 2007. The breakdown of our home closings by
market in the last three years follows:

(Units) 2008 2007 2006
NOTthern CalifOrnia.........eeiiiuiiiiiiiieieete ettt sttt st e 139 131 107
Southland / Los ANEELES........ceruiruiriieriieieiieterte ettt ettt sttt et be e e teeneenaeeneenee 227 258 326
San DIieg0 / RIVETSIAC .....eeveiiieieetieieriieiesie ettt ettt et et beseaessessaesessaensesseensenes 128 150 288
Washington D.C. Area.... 245 272 375
Corporate and OTHET ........cocuiiuiiiiiiieieieee ettt ettt st et s sae e 6 14 63

745 825 1,159
JOINE VOITUIES ...ttt ettt ettt et e et et et ese bt sbe et et e e eneescenens 5 14 22
TOLAL ettt ettt sttt a e h et b b et aeeaeeaeebe b et ententeneeteebeebenseneenens 750 839 1,181

At December 31, 2008, we had in backlog 134 homes, a decrease of 21 homes when compared to 2007. Backlog
represents the number of homes subject to pending sales contracts.

We also sell serviced and unserviced lots to other homebuilders, generally on an opportunistic basis where we can
enhance our returns, reduce our risk in a market or re-deploy our capital to an asset providing higher returns. In
2008, we sold 616 lots. In 2007, we sold 1,328 lots, the majority of which related to the sale of 1,249 controlled lots
in Southern California.

Our average home price in 2008 from directly owned projects was $557,000, a decrease of $99,000 or 15% when
compared to our average home price in 2007 of $656,000. The breakdown of the average prices on our home
closings in the last three years follows:

2008 2007 2006
Average Average Average
Sales Price Sales Price Sales Price
(Millions) (Millions) (Millions)

Northern California................... $ 127 $ 913,000 $ 121 $ 921,000 $§ 106 $ 987,000
Southland / Los Angeles........... 94 413,000 176 682,000 236 725,000
San Diego / Riverside................ 68 533,000 89 597,000 173 601,000
Washington D.C. Area.............. 122 499,000 143 528,000 222 592,000
Corporate and Other ................. 4 689,000 12 831,000 47 749,000
Total..oooeeieiiieeeeeeeee $ 415 $ 557,000 § 541 $ 656,000 $ 784 $ 677,000

For more detailed financial information with respect to our revenues, earnings and assets, please see the
accompanying consolidated financial statements and related notes included elsewhere in this report.



Business Strategy

Our goal is to maximize the total return on our common stockholders’ equity over the long term. The key elements
of our strategy to achieve this goal are as follows:

Selective Acquisition Policies

We selectively acquire land that provides us with attractive residential projects that are consistent with our overall
strategy and management expertise. We acquire land only if we believe that it will provide us with a minimum
return on our invested capital. We also acquire options to purchase land rather than purchasing the land outright, in
order to reduce our capital at risk in controlling land. In determining the minimum return we will accept, we take
into account the risk inherent in increasing our land inventory and the specific development project. In making
additional land acquisitions in one of our current markets, we consider our recent financial returns achieved in that
market.

In order to expand our market opportunities, we selectively pursue joint venture projects with landowners, other
homebuilders and intermediaries. We are generally active participants in our joint ventures.

During 2008, we acquired 1,353 lots and obtained control of a further 430 lots through options. All of the lots were
acquired from joint venture partners or were lots we previously controlled through options.

Decentralized Operating Structure

We operate our homebuilding business through local business units responsible for projects in their geographic area.
Each of our business units has significant experience in the land development and homebuilding industry in the
market in which it operates. We believe that in-depth knowledge of a local market enables our business units to
better meet the needs of our customers and to more effectively address the issues that arise on each project. Our
business units are responsible for all elements of the land development and homebuilding process, including
sourcing and evaluating land acquisitions, site planning and entitlements, developing the land, product design,
constructing, marketing and selling homes, customer service and management reporting. Given the nature of their
responsibilities, the compensation of each of the management teams in our business units is directly related to its
results. Each business unit operates as a fully integrated profit center and the senior management of each business
unit is compensated through a combination of base salary and participation in his or her business unit’s profits.
Furthermore, each of our business unit presidents own a minority equity interest in their business unit.

The corporate team sets our strategic goals and overall strategy. The corporate team approves all acquisitions,
allocates capital to the business units based on expected returns and levels of risk, establishes succession plans,
ensures operations maintain a consistent level of quality, evaluates and manages risk and holds management of the
business units accountable for the performance of their business unit.

Proactive Asset Management

Our business generally comprises four stages where we make strategic decisions to deploy capital: entitling the raw
land that we control; acquiring land; the development of the land; and the construction of homes on the land. As our
assets evolve through these stages, we continually assess our ability to maximize returns on our capital, while
attempting to minimize our risks. The decision to invest in or dispose of an asset at each stage of development is
based on a number of factors, including the amount of capital to be deployed, the level of incremental returns at each
stage and returns on other investment opportunities.

Creating Communities

We seek to acquire land that allows us to create communities that include recreational amenities such as parks,
biking and walking trails, efficient traffic flows, schools and public service facilities. We integrate land planning and
development with housing product design in order to deliver lifestyle, comfort and value. We cooperate with local
and regulatory authorities in order to be responsive to community conditions, and we attempt to balance our goal of
maximizing the value of our land with the impact of development on the community and the environment. We
encourage our employees to actively participate in local community activities and associations.

Risk Management

We focus on managing risk in each stage of the homebuilding and land development process. In the land acquisition
phase, we use options to mitigate the risk that land values will decline due to poor economic or real estate market
conditions, or that we will be unable to obtain approval for development of a proposed community. We attempt to
limit development approval risk by conducting significant due diligence before we close land acquisitions. We sell
lots and parcels when we believe we can redeploy capital to an asset providing higher returns or reduce risk in a
market.



When constructing homes, we strive to satisfy our customers and limit our product liability risk by:

*  selecting carefully the building materials that we use;

* emphasizing to our employees and subcontractors that our homes are to be built to meet
a high standard of quality and workmanship;

»  using only insured subcontractors to perform construction activities;

»  providing on-site quality control; and

* providing after-sales service.

Finally, we limit the risk of overbuilding by attempting to match our construction starts to our sales rates. We
generally do not begin selling homes until a significant portion of the homes’ construction costs have been
established through firm subcontractor bids.

Asset Profile

Our assets are focused on single-family and multi-family homebuilding in the markets in which we operate. They
consist primarily of housing and land inventory and investments in housing and land joint ventures. Our total assets,
net of deferred income taxes as of December 31, 2008 were $1,148 million, with $829 million of these assets located
in California, $259 million in the Washington D.C. Area and $60 million in other operations.

As of December 31, 2008, we controlled 24,109 lots. Controlled lots include those we directly own, our share of
those owned by our joint ventures and those that we have the option to purchase. Our controlled lots provide a
strong foundation for our future homebuilding business and visibility on our future cash flow. Approximately
seventy percent of our owned lots are entitled and ready for development and our optioned lots are mainly unentitled
and require various regulatory approvals before development can commence. The number of residential building lots
we control in each of our markets as of December 31, 2008 follows:

Owned
(Lots) Directly Joint Ventures Options® Total Lots
Northern California..........ccccoeeviieiiiiiiiiieceiee, 1,010 98 6,182 7,290
Southland / Los Angeles .......c.ccoeeverveevevereeennenne. 1,163 254 2,043 3,460
San Diego / Riverside....... 6,604 1 1,500 8,105
Washington D.C. Area 2,265 1,416 1,300 4,981
Corporate and Other..........cccoeceeveeievieneenieneeiene 210 63 — 273
Total December 31, 2008...........ccccoovveveeeierierennne 11,252 1,832 11,025 24,109
Total December 31, 2007 9,620 3,458 12,293 25,371

(1) Includes proportionate share of lots under option related to joint ventures.

Our housing and land inventory includes homes completed or under construction, developed land, raw land and
option deposits. The book value of our housing and land inventory in each of our primary markets as of the end of
the last two years follows:

December December
(Book Value, $ millions) 31, 2008 31, 2007
NOhern CAlIfOrMIA .......o.eiuieiiiiieiiieee ettt ettt eee bt besbe e e e eneeneas $ 237 $ 308
SoUthland / LoS ANGEIES......c.cecviiieiieieierieeieete ettt ste ettt e e saessesseesbeesaessesseessessesssesseansas 97 150
San DIegO / RIVETSIAC. ......oueeuiiiiitiitiieeie ettt sttt neeaea 365 337
Washington D.C. ATCA ......ccueiuiiiiiiiiiiiieieeteee ettt ettt ettt bt et e sbeenee s 204 238
Corporate and ONET .........ccevieiiriieieeiieieeeete sttt ettt et et ettt e steeaeebeentenseeneenbeeneenes 44 45
TOTAL ..t bbbttt ettt b e et b b een $ 947 $1,078

The book value of our investments in housing and land joint ventures as of December 31, 2008 was $105 million.
The total book value of the assets and liabilities of these joint ventures and our share of the equity of the joint
ventures as of December 31, 2008 follows:

December
(Book Value, $ millions) 31, 2008
Assets........... $ 319
Liabilities ...oovevveerieieeeeeeecreeeeeeeene $ 79
Brookfield Homes’ net investment.... $ 105



The following describes our major projects:

Windemere, San Francisco Bay Area. Windemere is a 5,200 lot master-planned community located on one of the
last premier infill tracts of residential housing land in the East Bay area of San Francisco. Windemere was acquired
under option in 1998 and lot sales commenced in 2001. We hold a one-third interest in Windemere, with the other
two-thirds owned equally by Centex Corporation and Lennar Corporation. We have no affiliation with Centex
Corporation or Lennar Corporation. We directly own 193 lots in Windemere and our share of the remaining joint
venture is 98 lots.

University District, San Francisco Bay Area. University District is a 254 acre project in Rohnert Park, near Santa
Rosa which is entitled for 1,454 lots, all of which we control.

Edenglen, Ontario. Edenglen is a 542 lot project in the City of Ontario in San Bernardino County and is the first
community within the master-planned community currently known as the New Model Colony. We obtained final
approvals and commenced grading in 2006. Home closings commenced in 2007 and as of December 31, 2008, we
owned 470 lots.

Morningstar Ranch, Riverside County. Morningstar Ranch is a 1,081 lot master-planned community near Temecula
in Riverside County. The initial phases totaling 448 lots closed out and land development on the remaining 633 lots
commenced in 2004 and was completed in 2006. Home closings commenced in 2006 and a land sale of 451 lots was
closed in 2008. As of December 31, 2008, we owned 58 lots.

Calavera Hills, San Diego County. Calavera Hills is an 800 acre project located in the coastal community of
Carlsbad. We completed the first two phases of the project and Phase III, which is planned for 404 units,
commenced development in 2007.

Sycamore Canyon, San Diego County. Sycamore Canyon is a 2,132 acre project located in San Diego County. The
project was acquired under option in 1998, and in 2002, final development approvals were obtained and grading of
the site commenced. Home closings commenced in 2004 and as of December 31, 2008, we owned 226 lots.

Windingwalk, San Diego County. Windingwalk in south San Diego County is a 1,200 acre project. Grading on the
site commenced in 2002 and home closings commenced in 2004. We hold a 50% interest in this project, with the
remaining 50% held by Shea Homes. We have no affiliation with Shea Homes. All lots have been distributed to
partners of which we owned directly 234 lots as of December 31, 2008.

Heritage Shores, Washington, D.C. Area. Heritage Shores is a 2,000 lot master-planned active adult community
located in the town of Bridgeville, Delaware. Development commenced in 2004 and Phase I is fully developed and
the golf course and clubhouse were completed in 2006. As of December 31, 2008, we owned 499 lots in Heritage
Shores and held a long-term option for a further 1,066 lots.

Braemar, Washington D.C. Area. Braemar is a master-planned community located in Prince William County that
began development in 1994. Since 1999, we closed over 2,400 homes and lots in this community. As of December
31, 2008, we owned 363 lots in Braemar and adjacent communities.

Property Acquisition and Sale

Before entering into an agreement to purchase land, we complete comparative studies and analyses that assist us in
evaluating the acquisition. We manage our risk and attempt to maximize our return on invested capital on land
acquisitions by either entering into option agreements or joint venture arrangements. We attempt to limit our
development approval risk by conducting significant due diligence before we close land acquisitions. We regularly
evaluate our land inventory and strategically sell lots and parcels of land to third parties at various stages of the
development process to increase our returns from a project.

Construction and Development

We attempt to match our construction starts to our sales rate. We control our construction starts by constructing and
selling homes in phases. Generally, we will not start construction of a phase of homes until sales of homes to be
built in the phase have met predetermined targets. The size of these phases depends upon factors such as current
sales and cancellation rates, the type of buyer targeted for a particular project, the time of year and our assessment of
prevailing and anticipated economic conditions. We generally do not begin selling homes until a significant portion
of the homes’ construction costs are established through firm subcontractor bids.



We attempt to limit the number of unsold units under construction by limiting the size of each construction phase
and closely monitoring sales activity. Building homes of a similar product type in phases also allows us to utilize
production techniques that reduce our construction costs. The number of our unsold homes fluctuates depending
upon the timing of completion of construction and absorption of home phases. As of December 31, 2008, we had
108 completed and unsold homes, excluding the model homes we currently maintain. The level of completed homes
has decreased when compared to 2007, as a result of matching our home construction to our home closings.

We function as a general contractor, subcontracting the construction activities for our projects. We manage
these activities with on-site supervisory employees and informational and management control systems. We
engage independent architectural, design, engineering and other consulting firms to assist in project planning.
We do not have long-term contractual commitments with our subcontractors, consultants or suppliers of
materials, who are generally selected on a competitive bid basis. We employ subcontractors for site improve-
ments and for virtually all of the work involved in the construction of homes. In almost all instances, our
subcontractors commit to complete the specified work in accordance with written price schedules. These price
schedules normally change to meet fluctuations in labor and material costs. We do not own heavy construction
equipment and we have a relatively small labor force used to supervise development and construction, and to
perform routine maintenance service and minor amounts of other work. We generally have been able to obtain
sufficient materials and subcontractors, even during times of market shortages. We build a home in
approximately five to eight months, depending upon design, the availability of raw materials and supplies,
governmental approvals, local labor situation, time of year and other factors.

Sales and Marketing

We advertise in local newspapers and magazines and on billboards to assist us in selling our homes. We also utilize
direct mailings, special promotional events, illustrated brochures and model homes in our marketing program. The
internet has also become an important source of information for our customers. Through the internet, potential
buyers are able to search for their home, take a virtual video tour of selected homes, obtain general information
about our projects and communicate directly with our personnel.

We sell our homes through our own sales representatives and through independent real estate brokers. Our in-house
sales force typically works from sales offices located in model homes close to or in each community. Sales
representatives assist potential buyers by providing them with basic floor plans, price information, development and
construction timetables, tours of model homes and the selection of options. Sales personnel are licensed by the
applicable real estate bodies in their respective markets, are trained by us and generally have had prior experience
selling new homes in the local market. Our personnel, along with subcontracted marketing and design consultants,
carefully design exteriors and interiors of each home to coincide with the lifestyles of targeted buyers. We use
various floor plan types and elevations to provide a more varied street scene and a sense of customization for the
buyers.

As of December 31, 2008, we owned 102 model homes and leased 25 model homes from third parties, which are not
generally available for sale until the final build-out of a project. Generally, two to four different model homes are
built and decorated at each project to display design features. Model homes play a key role in helping buyers
understand the efficiencies and value provided by each floor plan type. In addition to model homes, customers can
gain an understanding of the various design features and options available to them using our design centers. At each
design center, customers can meet with a designer and are shown the standard and upgraded selections available to
them, including professional interior design furnishings and accessories.

We typically sell homes using sales contracts that include cash deposits by the purchasers. Before entering into sales
contracts, we generally pre-qualify our customers. However, purchasers can generally cancel sales contracts if they
are unable to sell their existing homes, if they fail to qualify for financing, or under certain other circumstances.
Although cancellations can delay the sale of our homes, they have historically not had a material impact on our
operating results. During 2008, as a result of continuing challenging market conditions, our cancellation rate of 27%
was high relative to our historical average of 15%. We continue to closely monitor the progress of prospective
buyers in obtaining financing. We also monitor and attempt to adjust our planned construction starts depending on
the level of demand for our homes.



Customer Service and Quality Control

We pay particular attention to the product design process and carefully consider quality and choice of materials in
order to attempt to eliminate building deficiencies. The quality and workmanship of the trade contractors we employ
are monitored and we make regular inspections to ensure our standards are met.

We staff each business unit with quality control and customer service staff whose role includes providing a positive
experience for each customer throughout the pre-sale, sale, building, closing and post-closing periods. These
employees are also responsible for providing after-sales customer service. Our quality and service initiatives include
taking customers on a comprehensive tour of their home prior to closing and using customer survey results to
improve our standards of quality and customer satisfaction.

Mortgage Brokerage Operations

We offer mortgage brokerage services exclusively to our customers in our San Francisco Bay Area, Southland /
Los Angeles, San Diego and Washington D.C. Area markets. We have agreements with various lenders to receive a
fee on loans made by the lenders to customers we introduce to the lenders. We provide mortgage origination
services to our customers in the Washington D.C. Area and do not retain or service the mortgages we originate. We
customarily sell all of the loans and loan servicing rights that we originate in the secondary market within a month
of origination and on a limited recourse basis, generally limited to early payment defaults or fraud and
misrepresentation. For the year ended December 31, 2008, less than 1% of our revenue and less than 1% of our net
income was derived from our mortgage operations.

Relationship with Affiliates

We are a land developer and homebuilder, developing land and building homes primarily in four markets in
California and in the Washington D.C. Area. None of our affiliates, including Brookfield Asset Management Inc.
and Brookfield Properties, operate in similar businesses in our markets. Nevertheless, there are agreements among
our affiliates to which we are a party or subject relating to a name license, the lease of office space, a deposit
facility, an unsecured revolving credit facility in the form of a promissory note and a management services
agreement. For a further description of these agreements refer to “Certain Relationships and Related Transactions,
and Director Independence” which is incorporated by reference into Item 13 of this report from our definitive 2009
proxy statement, which will be filed with the Securities and Exchange Commission not later than April 30, 2009.

Four of our directors serve as executive officers and/or directors of our affiliates. For a description of those
relationships refer to “Certain Relationships and Related Transactions, and Director Independence” which is
incorporated by reference into Item 13 of this report from our definitive 2009 proxy statement, which will be filed
with the Securities and Exchange Commission not later than April 30, 2009.

Competition

The residential homebuilding industry is highly competitive. We compete against numerous homebuilders and
others in the real estate business in and near the areas where our communities are located. Our principal competitors
are primarily national public company homebuilders, including Centex Corporation, Hovnanian Enterprises, Inc.,
Lennar Corporation, Pulte Corporation, Standard Pacific Corp. and Toll Brothers, Inc. We also compete with resales
of existing homes, whether by a homeowner or by a financial institution that has acquired a home through
foreclosure, and with the rental housing market. We may compete for investment opportunities, financing, available
land, raw materials and skilled labor with entities that possess greater financial, marketing and other resources than
us. We also compete for land buyers with third parties in our efforts to sell lots to other homebuilders. Competition
may increase if there is future consolidation in the land development and homebuilding industry.

Material Contracts

Other than contracts arising in connection with the reorganization and the Spin-off of the residential homebuilding
operations of Brookfield Properties, a deposit facility and promissory note with a subsidiary of Brookfield Asset
Management Inc., and a management services agreement, we are not party or subject to any material contracts. For a
description of the material contracts arising in connection with the reorganization, refer to “Certain Relationships
and Related Transactions, and Director Independence” which is incorporated by reference into Item 13 of this report
from our definitive 2009 proxy statement, which will be filed with the Securities and Exchange Commission not
later than April 30, 2009.



Regulation and Environment

We are subject to local and state laws and regulations concerning zoning, design, construction and similar matters,
including local regulations which impose restrictive zoning and density requirements in order to limit the number of
homes that eventually can be built within the boundaries of a particular area. We are also subject to periodic delays
in our homebuilding projects due to building moratoria. In addition, new development projects may be subject to
various assessments for schools, parks, streets and highways and other public improvements, the costs of which can
be substantial. When made, these assessments can have a negative impact on our sales by raising the price that
homebuyers must pay for our homes.

We are also subject to local, state and federal laws and regulations concerning the protection of the environment.
The environmental laws that apply to a given homebuilding site depend upon the site’s location, its environmental
conditions and the present and former uses of the site and its adjoining properties. Environmental laws and
conditions may result in delays, or cause us to incur substantial compliance and other costs, and can prohibit or
severely restrict homebuilding activity in environmentally sensitive regions or areas.

We do not currently have any material estimated capital expenditures related to governmental assessments or
environmental compliance costs for the remainder of fiscal 2009, fiscal 2010 or fiscal 2011.

In connection with our operations, some of our employees have general contractor and real estate sales licenses,
which are subject to governmental regulations. Our employees holding those licenses are currently in material
compliance with all applicable regulations.

Seasonality

We have historically experienced variability in our results of operations from quarter to quarter due to the seasonal
nature of the homebuilding business and the timing of new community openings and the closing out of projects. We
typically experience the highest rate of orders for new homes in the first six months of the calendar year, although
the rate of orders for new homes is highly dependent upon the number of active communities. Because new home
deliveries trail orders for new homes by several months, we typically deliver a greater percentage of new homes in
the second half of the year compared with the first half of the year. As a result, our revenues from sales of homes
are generally higher in the second half of the year.

Employees

As of December 31, 2008, we had 379 employees. We consider our relations with our employees to be good. Our
construction operations are conducted primarily through independent subcontractors, thereby limiting the number of
our employees. None of our employees are currently represented by a union or covered by a collective bargaining
agreement. We have not recently experienced any work stoppages.

Available Information

We make available free of charge on our website our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K and any amendments to these reports as soon as reasonably practicable after we file
such material with, or furnish it to, the SEC. The reports may be accessed by visiting our website at
www.brookfieldhomes.com and clicking on the “Investor Relations” link. We will also provide these reports in
paper format to our stockholders free of charge upon request made to our Investor Relations department.
Information on our website is not part of this annual report on Form 10-K.

NYSE Annual Disclosure

We confirm that we have submitted a Section 303A.12(a) CEO Certification to the NYSE in 2008 and filed with the
SEC the CEO / CFO certification required under Section 302 of the Sarbanes-Oxley Act for the 2008 fiscal year.

Item 1A. Risk Factors

This section describes the material risks associated with an investment in our common stock. Stockholders should
carefully consider each of the risks described below and all of the other information in this Form 10-K. If any of the
following risks occurs, our business, prospects, financial condition, results of operations or cash flow could be
materially and adversely affected. In such an event, the trading price of shares of our common stock could decline
substantially, and stockholders may lose all or part of the value of their shares of our common stock.

9



Our business and results of operations will be materially and adversely affected by weakness in general
economic, real estate and other conditions.

The land development and homebuilding industry is cyclical and is significantly affected by changes in general and
local economic and industry conditions, such as employment levels, availability of financing for homebuyers,
interest rates, consumer confidence, levels of new and existing homes for sale, demographic trends and housing
demand. In addition, an oversupply of alternatives to new homes, such as resale homes, including homes held for
sale by investors and speculators, foreclosed homes and rental properties may reduce our ability to sell new homes,
depress prices and reduce our margins from the sale of new homes.

2008 was another very challenging year for the housing industry, as the downturn in the housing market intensified.
Home foreclosures and lack of financing for homebuyers resulted in continued high inventories of new and resale
homes and sharp declines in new home deliveries. The supply of resale and new homes far exceeds demand and
even though annual single-family new home production in the United States has dropped to 0.6 million units per
year, we do not anticipate that an equilibrium between the supply and demand for housing will be reached in 2009.
This continuing imbalance, as well as the disruption in credit markets, has led to continued weak consumer
confidence, a critical factor for home sales.

Homebuilders are also subject to risks related to the availability and cost of materials and labor, and adverse weather
conditions that can cause delays in construction schedules and cost overruns. Furthermore, the market value of
undeveloped land, buildable lots and housing inventories held by us can fluctuate significantly as a result of
changing economic and real estate market conditions and may result in inventory impairment charges or putting our
deposits for lots controlled under option at risk. If there are significant adverse changes in economic or real estate
market conditions, we may have to sell homes at a loss or hold land in inventory longer than planned. Inventory
carrying costs can be significant and can result in losses in a poorly performing project or market. We may be
particularly affected by changes in local market conditions in California, where we derive a large proportion of our
revenue. As a result of the present challenging market conditions, we have sold homes and lots for lower profit
margins than in the past and we have recorded inventory and joint venture impairments and lot option write-off
charges that resulted in a loss during fiscal 2008. If market conditions continue to deteriorate, some of our assets
may be subject to further impairments and option write-off charges further adversely affecting our operations and
financial results.

Rising mortgage rates or decreases in the availability of mortgage financing will discourage people from buying
new homes.

Virtually all of our customers finance their home acquisitions through lenders providing mortgage financing. Prior
to the recent volatility in the financial markets, mortgage rates were at or near their lowest levels in many years and
a variety of mortgage products were available. As a result, more homebuyers were able to qualify for mortgage
financing. Increases in mortgage rates or decreases in the availability of mortgage financing could depress the
market for new homes because of the increased monthly mortgage costs to potential homebuyers. Even if potential
customers do not need financing, changes in interest rates and mortgage availability could make it harder for them to
sell their homes to potential buyers who need financing, which would result in reduced demand for new homes. As a
result, rising mortgage rates and reduced mortgage availability could adversely affect our ability to sell new homes
and the price at which we can sell them.

During 2007 and 2008, there was a significant decrease in the type of mortgage products available and a general
increase in the qualification requirements for mortgages. Fewer loan products and tighter loan qualifications made it
more difficult for some borrowers to finance the purchase of our homes. This, coupled with higher mortgage interest
rates for some mortgage products has reduced demand for new homes. These reductions in demand have adversely
affected our operations and financial results, and the duration and severity of the effects are uncertain.

Laws and regulations related to property development and related to the environment subject us to additional
costs and delays which adversely affect our business and results of operations.

We must comply with extensive and complex regulations affecting the homebuilding and land development process.
These regulations impose on us additional costs and delays, which adversely affect our business and results of
operations. In particular, we are required to obtain the approval of numerous governmental authorities regulating
matters such as permitted land uses, levels of density, the installation of utility services, zoning and building
standards. These regulations often provide broad discretion to the administering governmental authorities as to the
conditions we must meet prior to being approved for a particular development or project, if approved at all. In
addition, new development projects may be subject to various assessments for schools, parks, streets and highways
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and other public improvements, the costs of which can be substantial. When made, these assessments can have a
negative impact on our sales by raising the price that homebuyers must pay for our homes. We must also comply
with a variety of local, state and federal laws and regulations concerning the protection of health and the
environment, including with respect to hazardous or toxic substances. These environmental laws sometimes result in
delays, cause us to incur additional costs, or severely restrict land development and homebuilding activity in
environmentally sensitive regions or areas.

If we are not able to develop and market our master-planned communities successfully, our business and results
of operations will be adversely affected.

Before a master-planned community generates any revenues, material expenditures are incurred to acquire land,
obtain development approvals and construct significant portions of project infrastructure, amenities, model homes
and sales facilities. It generally takes several years for a master-planned community development to achieve
cumulative positive cash flow. If we are unable to develop and market our master-planned communities successfully
and to generate positive cash flows from these operations in a timely manner, it will have a material adverse effect
on our business and results of operations.

Difficulty in retaining qualified trades workers, or obtaining required materials and supplies, will adversely affect
our business and results of operations.

The homebuilding industry has from time to time experienced significant difficulties in the supply of materials and
services, including with respect to: shortages of qualified trades people; labor disputes; shortages of building
materials; unforeseen environmental and engineering problems; and increases in the cost of certain materials
(particularly increases in the price of lumber, wall board and cement, which are significant components of home
construction costs). When any of these difficulties occur, it causes delays and increases the cost of constructing our
homes.

Homebuilding is subject to home warranty and construction defect claims in the ordinary course of business and
furthermore we sometimes face liabilities when we act as a general contractor, and we are sometimes responsible
for losses when we hire general contractors.

As a homebuilder, we are subject to construction defect and home warranty claims arising in the ordinary course of
our business. These claims are common in the homebuilding industry and can be costly. Further, where we act as the
general contractor, we are responsible for the performance of the entire contract, including work assigned to
subcontractors. Claims may be asserted against us for construction defects, personal injury or property damage
caused by the subcontractors, and if successful these claims give rise to liability. Where we hire general contractors,
if there are unforeseen events like the bankruptcy of, or an uninsured or under-insured loss claimed against our
general contractors, we sometimes become responsible for the losses or other obligations of the general contractors.
The cost of insuring against construction defect and product liability claims are high, and the amount of coverage
offered by insurance companies is currently limited. There can be no assurance that this coverage will not be further
restricted and become more costly. If we are not able to obtain adequate insurance against these claims, our business
and results of operations will be adversely affected.

If we are not able to raise capital on favorable terms, our business and results of operations will be adversely
affected.

We operate in a capital intensive industry and require significant capital expenditures to maintain our competitive
position. The failure to secure additional debt or equity financing or the failure to do so on favorable terms will limit
our ability to grow our business, which in turn will adversely affect our business and results of operations. We
expect to make significant capital expenditures in the future to enhance and maintain the operations of our properties
and to expand and develop our real estate inventory. If our plans or assumptions change or prove to be inaccurate, or
if our cash flow from operations proves to be insufficient due to unanticipated expenses or otherwise, we will likely
seek to minimize cash expenditures and/or obtain additional financing in order to support our plan of operations.
The availability of financing from banks and the public debt markets has declined significantly. Due to the
deterioration of the credit markets and the uncertainties that exist in the economy and for home builders in general,
we cannot be certain that we will be able to replace existing financing or find additional sources of financing. If
sufficient funding, whether obtained through public or private debt, equity financing or from strategic alliances is
not available when needed or is not available on acceptable terms, our business and results of operations will be
adversely affected.
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Our debt and leverage could adversely affect our financial condition.

Our total debt as of December 31, 2008 was $749 million, of which a total of $405 million matures prior to the end
of 2010. Our leverage could have important consequences, including the following: our ability to obtain additional
financing for working capital, capital expenditures or acquisitions may be impaired in the future; a substantial
portion of our cash flow from operations must be dedicated to the payment of principal and interest on our debt,
thereby reducing the funds available to us for other purposes; some of our borrowings are and will continue to be at
variable rates of interest, which will expose us to the risk of increased interest rates; and our substantial leverage
may limit our flexibility to adjust to changing economic or market conditions, reduce our ability to withstand
competitive pressures and make us more vulnerable to a general economic downturn.

If any of these conditions occur, or should we be unable to repay these obligations as they become due, our financial
condition will be adversely affected. In addition, our various debt instruments contain financial and other restrictive
covenants that may limit our ability to, among other things, borrow additional funds that we might need in the
future. We also guarantee shortfalls under some of our community bond debt, when the revenues, fees and
assessments which are designed to cover principal and interest and other operating costs of the bonds are not paid.

We finance each of our projects individually. As a result, to the extent we increase the number of our projects and
our related investment, our total debt obligations may increase. In general, we repay the principal of our debt from
the proceeds of home closings.

Based on our net debt levels as of December 31, 2008, a 1% change up or down in interest rates could have either a
negative or positive effect of approximately $5 million on our cash flows. Refer also to the section of our Form 10-K
entitled “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Quantitative
and Qualitative Disclosures About Market Risks — Interest Rates.”

Our business and results of operations will be adversely affected if poor relations with the residents of our
communities negatively impact our sales.

As a master-planned community developer, we are sometimes expected by community residents to resolve any
issues or disputes that arise in connection with the development of our communities. Our sales may be negatively
affected if any efforts made by us to resolve these issues or disputes are unsatisfactory to the affected residents,
which in turn would adversely affect our results of operations. In addition, our business and results of operations
would be adversely affected if we are required to make material expenditures related to the settlement of these issues
or disputes, or to modify our community development plans.

Our business is susceptible to adverse weather conditions and natural disasters.

Homebuilding in California and the Washington D.C. Area is susceptible to, and is significantly affected by, adverse
weather conditions and natural disasters such as hurricanes, tornadoes, earthquakes, droughts, floods and fires.
These adverse weather conditions and natural disasters can cause delays and increased costs in the construction of
new homes and the development of new communities. If insurance is unavailable to us or is unavailable on
acceptable terms, or if our insurance is not adequate to cover business interruption or losses resulting from adverse
weather or natural disasters, our business and results of operations will be adversely affected. In addition, damage to
new homes caused by adverse weather or a natural disaster can cause our insurance costs to increase.

Increased insurance risk adversely affects our business.

We are confronting reduced insurance capacity, and generally lower limits for insurance against some of the risks
associated with our business. Some of the actions that have been or could be taken by insurance companies include:
increasing insurance premiums; requiring higher self-insured retention and deductibles; requiring collateral on
surety bonds; imposing additional exclusions, such as with respect to sabotage and terrorism; and refusing to
underwrite certain risks and classes of business. The imposition of any of the preceding actions has and will
continue to adversely affect our ability to obtain appropriate insurance coverage at reasonable costs.

Tax law changes could make home ownership more expensive or less attractive.

Tax law changes could make home ownership more expensive or less attractive. Significant expenses of owning a
home, including mortgage interest expense and real estate taxes, generally are deductible expenses for an
individual’s federal and, in some cases, state income taxes subject to various limitations under current tax law and
policy. If the federal government or a state government changes income tax laws to eliminate or substantially
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modify these income tax deductions, then the after-tax cost of owning a new home would increase substantially.
This could adversely impact demand for, and/or sales prices of new homes.

Residential homebuilding is a competitive industry, and competitive conditions adversely affect our results of
operations.

The residential homebuilding industry is highly competitive. Residential homebuilders compete not only for
homebuyers, but also for desirable properties, building materials, labor and capital. We compete with other local,
regional and national homebuilders, often within larger communities designed, planned and developed by such
homebuilders. Any improvement in the cost structure or service of our competitors will increase the competition we
face. We also compete with the resale of existing homes including foreclosed homes, sales by housing speculators
and investors and rental housing. Competitive conditions in the homebuilding industry could result in: difficulty in
acquiring suitable land at acceptable prices; increased selling incentives; lower sales volumes and prices; lower
profit margins; impairments in the value of our inventory and other assets; increased construction costs; and delays
in construction.

Provisions in our charter documents and Delaware law may make it difficult for a third party to acquire us,
which could depress the price of our securities.

Provisions in our certificate of incorporation, our by-laws and Delaware law could delay, defer or prevent a change
of control of our Company. These provisions, which include authorizing the board of directors to issue preferred
stock and limiting the persons who may call special meetings of stockholders, could also discourage proxy contests
and make it more difficult for stockholders to elect directors and take other corporate actions.

We are also subject to provisions of Delaware law that could delay, deter or prevent us from entering into an
acquisition, including Section 203 of the Delaware General Corporation Law, which prohibits a Delaware
corporation from engaging in a business combination with an interested stockholder unless specific conditions are
met. The existence of any of the above factors could adversely affect the market price of our common stock.

The trading price of our securities could fluctuate significantly and could be adversely affected because
Brookfield Asset Management Inc. beneficially owns approximately 58.17% of our common stock.

The trading prices of shares of our common stock in the open market cannot be predicted. The trading prices could
fluctuate significantly in response to factors such as: variations in our quarterly or annual operating results and
financial condition; changes in government regulations affecting our business; the announcement of significant
events by us or our competitors; market conditions specific to the homebuilding industry; changes in general
economic conditions; differences between our actual financial and operating results and those expected by investors
and analysts; changes in analysts’ recommendations or projections; the depth and liquidity of the market for shares
of our common stock; investor perception of the homebuilding industry; events in the homebuilding industry;
investment restrictions; and our dividend policy. In addition, securities markets have experienced significant price
and volume fluctuations in recent years that have often been unrelated or disproportionate to the operating
performance of particular companies. These broad fluctuations may adversely affect the trading price of our
common stock.

Also, Brookfield Asset Management Inc. beneficially owns approximately 58.17% of the outstanding shares of our
common stock, which percentage could increase in connection with our currently proposed rights offering because
Brookfield Asset Management Inc. has indicated its intention to exercise in full its subscription rights, and any over-
subscription rights to which it may be entitled. If Brookfield Asset Management Inc. should decide in the future to
sell any of our securities owned beneficially by it, the sale (or the perception of the market that a sale may occur)
could adversely affect the trading price of those securities.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

In addition to real estate held for development and sale, which we either own or hold under an option to purchase,
we lease and maintain corporate and administrative offices in Del Mar, California and Toronto, Canada. Our
Toronto lease is a sublease from Brookfield Asset Management Inc.

In addition, we have other offices located in the markets in which we conduct business, generally in our
communities or in leased space. None of these other office premises are material to our business. We believe that
our office space is suitable and adequate for our needs for the foreseeable future.

Item 3. Legal Proceedings

We are party to various legal actions arising in the ordinary course of our business. We believe that none of these
actions, either individually or in the aggregate, will have a material adverse effect on our financial condition or
results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

None.

PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

Our common stock is listed on the New York Stock Exchange under the symbol “BHS,” and began regular trading
on January 7, 2003. The following table shows high and low sales prices for our common stock, for the periods
included, as reported by the NYSE.

Year Ended December 31, 2008 Year Ended December 31, 2007
Cash Dividends Cash Dividends
High Low Per Share High Low Per Share
1* Quarter $ 17.52 $ 10.51 — $ 41.49 $ 30.55 —
2nd Quarter $ 17.30 $ 12.28 $ 0.20 $ 36.61 $ 28.92 $ 0.20
3" Quarter..........oovee..... $ 16.75 $ 9.6 — $ 32.07 $ 17.04 —
4t Quarter.......ccoceevneenee. $ 13.90 $ 149 — $ 2221 $ 13.50 $ 0.20

As of February 10, 2009, there were approximately 839 holders of record of our common stock.

Our Board of Directors periodically reviews our dividend policy. Future dividends on our common stock, if any,
will be at the discretion of our Board of Directors and will depend upon, among other things, our results of
operations, cash requirements and surplus, financial condition, contractual restrictions, investment opportunities and
other factors that our Board of Directors considers relevant. We do not currently pay a dividend.

There are no current or anticipated contractual terms in our credit or other arrangements that restrict our ability to
pay dividends, other than the requirements imposed by our project specific financings that require Brookfield
Homes Holdings Inc., our wholly-owned subsidiary, to maintain a tangible net worth of at least $250 million, a net
debt to tangible net worth ratio of 2.50 to 1 and a net debt to capitalization ratio of no greater than 65%, and the
requirements of our revolving credit facility with Brookfield Asset Management Inc., that currently require
Brookfield Homes Corporation to maintain minimum stockholders’ equity of $225 million and a consolidated net
debt to book capitalization ratio of no greater than 80%. Refer to “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Contractual Obligations and Other Commitments” for additional
information about these restrictions. In addition, we expect to issue shares of our 8% convertible preferred stock in
connection with our currently proposed rights offering. The terms of the 8% convertible preferred stock will contain
limitations on when we may pay dividends on our common stock.

Our Board of Directors approved a share repurchase program that allows us to repurchase in aggregate up to
$144 million of our outstanding common shares, of which the remaining amount approved for repurchases at
December 31, 2008 was approximately $49 million. During the three months and year ended December 31, 2008,
we did not repurchase any shares of our common stock.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table summarizes our equity compensation plans approved by stockholders as of December 31, 2008.
We have no equity compensation plans not approved by stockholders.

(@ (b) (c)
Number of Securities
Remaining Available for

Number of Securities to be Weighted-average Future Issuance Under
Issued Upon Exercise of Exercise Price of Equity Compensation
Outstanding Options, Outstanding Options, Plans (Excluding Securities
Warrants and Rights Warrants and Rights Reflected in Column (a))
Equity compensation plans

approved by stockholders................. 875,000 $30.57 489,200

Equity compensation plans not
approved by stockholders................. none n/a none
Total ..o 875,000 $30.57 489,200

Performance Graph

The following graph illustrates the cumulative total stockholder return on Brookfield Homes’ common stock for the
last five fiscal years assuming a hypothetical investment of $100 and a reinvestment of all dividends paid on such
investment, compared to Standard & Poor’s 500 Stock Index and the Standard & Poor’s Homebuilding 500 Index.

COMPARISON OF CUMULATIVE TOTAL RETURN
PERIOD ENDED DECEMBER 31, 2008

%100
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Base Period

Period ended December 31 Legend 2003 2004 2005 2006 2007 2008

Brookfield Homes Corporation — 100 181.09 267.44 204.39 87.72 24.37
S & P 500 Homebuilding Index —a—— 100 13364 169.17 13533 55.63 33.99
S & P 500 Index —— 100 110.88 116.32  134.69 142.09 89.52

Item 6. Selected Financial Data

The following tables include selected historical consolidated financial data for each year in the five year period
ended December 31, 2008.

This selected financial data should be read along with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and our audited historical consolidated financial statements and the related
notes included elsewhere in this report.
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United States GAAP

Our statement of operations data, balance sheet data and supplementary financial data prepared in accordance with
U.S. GAAP and our operating data are as follows:
Years Ended December 31

Statement of Operations Data

($ millions, except per share amounts) 2008 2007 2006 2005 2004
Total revenue ........cccooovenrrrvirincrriin. $ 449 § 583§ 872 $ 1214 $ 1,220
Housing revenue ...........coeeeeeevereeneneenenne 415 541 784 1,074 1,169
Housing gross margin ...........c.cceeveeveruenennns 52 92 206 324 258
Housing gross margin %........c.ccceevevevnene. 13% 17% 26% 30% 22%
Total gross margin — excluding

impairments and write-offs @ ............... 33 102 255 398 275
Impairments of housing and land inventory

and write-offs of option deposits............ 115 88 10 — —
Impairments of investments in housing

and land joint ventures...........ccccoeeeeenene 38 15 — — —
Net (10SS) / INCOME ....veevveeereieeereieerieiesiens (116) 16 148 219 146
Diluted (loss) / earnings per share.............. (4.33) 0.58 5.45 7.04 4.64
Cash dividends per share @........cc.ccooeee..... 0.20 0.40 0.40 0.32 9.16

At December 31

Balance Sheet Data ($ millions) 2008 2007 2006 2005 2004

Housing and land inventory $ 947 $ 1,078 $ 1,075 $ 913 $ 680
Cash and cash equivalents............c.ccvennenne. — 9 87 198 187
Total aSSELS.....evvirverieieieeeiereee e 1,207 1,351 1,401 1,330 1,082
Total debt .. 749 735 618 636 475
Total liabilities .......ccceeveeeerereeececees 947 971 1,030 1,065 836
Total stockholders’ equity ........cccceveevuennene 260 380 371 265 246
Years Ended December 31
Supplemental Financial Data ($ millions) 2008 2007 2006 2005 2004
Cash provided by/(used in):
Operating activities .........ocovvvvereeereernnnns $ 66 $ 44) $ 26 $ 60 $ 164
Investment activities ..........ccceceeeveerneennee. (32) (58) (€] 5) 25
Financing activities .........cecvevverueecierrennnnns 43) 24 1) (44) (221)
Net debt to total capitalization percent © ... 70% 61% 53% 58% 48%

Years Ended December 31

Operating Data (Unaudited) 2008 2007 2006 2005 2004
Home closings (Units) ........ccceveeveevereeeneenne. 750 839 1,181 1,618 1,880
Lots sold (Units) .......cceecvevververienieierieenenne. 616 1,328 834 1,242 400
Net new orders (units) ©..... 729 735 960 1,482 1,847
Backlog (units at end of period) ™............. 134 155 259 480 616
Average selling price .........coeveeveeevreenennnn $ 562,000 $ 662,000 $ 679,000 $ 683,000 $ 652,000
Lots controlled..................... 24,109 25,371 27,616 29,512 27,966

(1) To conform to the current year presentation, for years prior to 2007, revenue excludes other income.

(2) Gross margin represents the contribution from our housing and land projects, after all costs for development and construction, including
related overhead and interest, and before all other (expense) / income, selling, general and administrative expense and minority interest.

(3) The 2004 cash dividend includes a special dividend of $9 per share.

(4) To conform to the current year presentation, for years prior to 2007, total debt excludes deferred compensation which is now shown as a
component of accounts payable and other liabilities. Total debt is defined as project specific financings and other revolving financings.

(5) Net debt to total capitalization percent is defined as total project specific financings plus other revolving financings less cash (net debt)
multiplied by 100 and divided by net debt plus stockholders’ equity plus minority interest (total capitalization).

(6) Net new orders for any period represents the aggregate of all homes ordered by customers, net of cancellations, including joint ventures.
(7) Backlog represents the number of new homes subject to pending sales contracts, including joint ventures.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read along with “Selected Financial Data” and our consolidated
financial statements and the related notes included elsewhere in this report. This discussion includes
forward-looking statements that reflect our current views with respect to future events and financial performance
and that involve risks and uncertainties. Our actual results, performance or achievements could differ materially
from those anticipated in the forward-looking statements as a result of certain factors, including risks discussed in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Forward-Looking
Statements™ and Item 1A — “Risk Factors” included elsewhere in this report.

Forward-Looking Statements

This annual report on Form 10-K contains “forward-looking statements” within the meaning of the United States
federal securities laws. The words “may,” “believe,” “will,” “anticipate,” “expect,” “planned,” “estimate,” “project,”
“future,” and other expressions which are predictions of or indicate future events and trends and which do not relate
to historical matters identify forward-looking statements. The forward-looking statements in this annual report on
Form 10-K include, among others, statements with respect to:

2 < 99 <

» planned home closings, deliveries and land and lot sales (and the timing thereof);

*  sources of strategies and foundations for future growth;

*  supply and demand equilibrium;

«  visibility of cash flow;

» financing sources;

» sufficiency of our access to capital resources;

e tax recoveries;

»  the proposed completion of a $250 million rights offering;

*  ability to create shareholder value;

»  expectations of future cash flow;

«  ability to generate sufficient cash flow from our assets in 2009 and 2010 to
repay maturing project specific and other financings;

¢ valuation allowances;

» the effect of interest rate changes;

*  strategic goals;

» the effect on our business of existing lawsuits;

*  whether or not our letters of credit or performance bonds will be drawn upon;

e acquisition strategies;

* capital expenditures; and

« the time at which construction and sales begin on a project.

Reliance should not be placed on forward-looking statements because they involve known and unknown risks,

uncertainties and other factors, which may cause the actual results to differ materially from the anticipated future

results expressed or implied by such forward-looking statements. Factors that could cause actual results to differ

materially from those set forward in the forward-looking statements include, but are not limited to:

* changes in general economic, real estate and other conditions;

*  mortgage rate and availability changes;

* availability of suitable undeveloped land at acceptable prices;

» adverse legislation or regulation;

+  ability to obtain necessary permits and approvals for the development of our land;

* availability of labor or materials or increases in their costs;

+  ability to develop and market our master-planned communities successfully;

*  ability to obtain regulatory approvals;

¢ confidence levels of consumers;

*  our debt and leverage;

*  ability to raise capital on favorable terms;

e adverse weather conditions and natural disasters;

e relations with the residents of our communities;

»  risks associated with increased insurance costs or unavailability of adequate coverage;

*  ability to obtain surety bonds;

*  competitive conditions in the homebuilding industry, including product and pricing pressures; and

+ additional risks and uncertainties, many of which are beyond our control, referred to in this Form 10-K and our
other SEC filings.
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Except as required by law, we undertake no obligation to publicly update any forward-looking statements, whether
as a result of new information, future events or otherwise. However, any further disclosures made on related subjects
in subsequent reports on Forms 10-K, 10-Q and 8-K should be consulted.

Overview

2008 was another very challenging year for the housing industry, as the downturn in the housing market intensified.
Home foreclosures and lack of financing for homebuyers resulted in continued high inventories of new and resale
homes and sharp declines in new home deliveries. The supply of resale and new homes far exceeds demand and
even though annual single-family new home production in the United States has dropped to 0.6 million units per
year, we do not anticipate that an equilibrium between the supply and demand for housing will be reached in 2009.
This continuing imbalance, as well as the disruption in credit markets, has led to continued weak consumer
confidence, a critical factor for home sales.

The challenging market conditions in 2008 negatively impacted our operations with lower home sales per
community, price reductions and high home sale cancellation rates. These factors resulted in an 11% decrease in
home closings to 750 units when compared to 2007 home closings.

We entitle and develop land for our own communities and sell lots to third parties. We also design, construct and
market single and multi-family homes primarily to move-up and luxury homebuyers.

We operate in the following geographic regions, which are presented as our reportable segments: Northern
California (San Francisco Bay Area and Sacramento), Southland / Los Angeles, San Diego / Riverside and the
Washington D.C. Area. Our other operations that do not meet the quantitative thresholds for separate segment
disclosure are included in “Corporate and Other.”

Our goal is to maximize the total return on our common stockholders’ equity over the long term. We plan to achieve
this by actively managing our assets and creating value on the lots we own or control. Since going public in 2003,
we have limited the capital placed at risk, and have returned, through dividends and share buybacks,
$584 million to shareholders, or in excess of $20 per share.

For the five year period 2004 to 2008, cash provided from operations was $272 million, which was used primarily to
return cash to stockholders through the repurchase of shares and the payment of dividends and to repay debt. Despite
the continuing challenges of the United States housing market, we believe our business is positioned to create
further shareholder value over the long term through the selective control of a number of strategic projects and the
overall level of lots controlled.

The 24,109 lots that we control, 13,084 of which we own directly or through joint ventures, provide a strong
foundation for our future homebuilding business and visibility on our future cash flow. We believe we add value to
the lots we control through entitlements, development and the construction of homes. In allocating capital to our
operations, we generally limit our risk on unentitled land by optioning such land positions in all our markets thereby
mitigating our capital at risk. Option contracts for the purchase of land permit us to control lots for an extended
period of time.

Homebuilding is our primary source of revenue and has represented approximately 90% of our total revenue since
2003. Operating in markets with higher price points and catering to move-up and luxury buyers, our average sales
price in 2008 of $562,000 was well in excess of the national average sales price. We also sell serviced and
unserviced lots to other homebuilders, generally on an opportunistic basis where we can redeploy capital to an asset
providing higher returns or reduce risk in a market. In 2008, we sold 616 lots, the majority of which was a sale of
finished lots in our San Diego operations. The number of lots we sell may vary significantly from period to period
due to the timing and nature of such sales which are also affected by local market conditions.

Our housing and land inventory, investments in housing and land joint ventures, and consolidated land inventory not
owned together comprised 87% of our total assets as of December 31, 2008. In addition, we had $152 million in
other assets. Other assets consist of homebuyer receivables of $4 million, income taxes receivable of $64 million,
deferred taxes of $60 million, and mortgages and other receivables of $24 million. Homebuyer receivables consist
primarily of proceeds due from homebuyers on the closing of homes.
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Results of Operations
Years Ended December 31

Selected Financial Information ($US millions) 2008 2007 2006
Revenue:
HOUSING ...ttt eaens $ 415 $ 541 $ 784
Land ..o aaas 34 42 88
TOtAl TEVEINUES ...ouvieiieiieiieieeiterie ettt ettt e sbe e eee 449 583 872

Direct COSt OF SAIES ..vovviieieiieiieieriieiese ettt (416) (481) 617)
Impairments and write-offs of option deposits ..........ccceceeveeirenennenene (115) (88) (10)

Gross MArZin / (10SS) .euveeveeueriieieriieienieete ettt (82) 14 245
Selling, general and administrative Xpense .........cceevvevvereervesreeruennens (69) (69) 59)
Equity in earnings from housing and land joint ventures.................... 3 13 58
Impairments from housing and land joint ventures...........c.cccceveenene (38) (15) —

Other (eXpense) / INCOME.........ceververrerrereerienrenenes e (18) (6) 9
Operating (loss) / income...... e (204) (63) 253
MINOTIEY TNEETESE ...ttt 18 7 (18)
(Loss) / INCOME BEfOre taXeS......cccveevierreeiieeiiieeieesieeeie e eveeseee e (186) (56) 235

Income tax 1eCOVErY / (EXPENSE) ..vrererrrreerrieieriereesienseeresseesenseeaenns 70 72 (87)

Net iNCOME / (10SS)...vivivirerieeieriereeteer ettt re et r e $ (116) $ 16 $ 148

Years Ended December 31

Segment Information 2008 2007 2006
Housing revenue ($US millions):
Northern California...........eeeveeririririeueeiiirieeeeeese e $ 127 $ 121 $ 106
Southland / Los ANZEIES .....cccuevuieieririiniieieneeieiceee e 94 176 236
San Diego / RIVETSIAE ......ccverueruieieriieieiieieeieetesieee et 68 89 173
Washington D.C. Ar€a.........cecerierierierieniieienieieneetenie e sie e 122 143 222
Corporate and Other ..........cccoceviiiiiniiieeeeee e 4 12 47
$ 415 $ 541 $ 784
Land revenues ($US millions):
Northern California...........ceeveueiriririeieeeiisieeeeeeeseeeee e eeenens $ 2 $ — $ 9
Southland / Los ANEeIeS ......cceceeiriririeieieieceereseee e — 30 31
San Diego / RIVETSIAE ......cceerueriiriiriiiiiiieiereetesieeee et 19 — 36
Washington D.C. Ar€a........ccecereeriirienienieieeieie e 13 12 12
Corporate and Other .........cceecverieieniieierieeiesieerese e — — —
TOtAl e $ 34 $ 42 $ 88
Gross margin / (loss) ($US millions):
Northern California............c.eeveeeieriereereceieeeeeeeeeeeeeeeeee e $ (18) $ 12 $ 25
Southland / Los ANZEIES......ccuevierieririeriieieseeiesie e seeiesee e seeens 3) 36 68
San Diego / RIVETrSIAE ....cc.eveueeiiiiiienieieieeesee e (42) (10) 86
Washington D.C. AT€a........c.cooeveeiieniriieniinieneeereeee e 17) (26) 53
Corporate and Other ..........cccocvirineniniiiininneceeeee e 2) 2 13
TOAL ..ttt $ (82) $ 14 $ 245
Home closings (units):
Northern California..........ccceveevereriienierinieieseeeeee e 139 131 107
Southland / Los Angeles 227 258 326
San Diego / Riverside........... 128 150 288
Washington D.C. Area...... 245 272 375
Corporate and Other .........cceeceririiniiienieeeeeeeee e 6 14 63
Consolidated Total........cccverieieririeriieiee e 745 825 1,159
JOINE VENTUIES ...ttt ettt 5 14 22
TOtAL .ot ettt 750 839 1,181
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Average selling price ($US):

Northern California..........cccceceverenenieiininneneeceerceeseenee $ 913,000 $ 921,000 $ 987,000
Southland / Los ANGEIES .......ccveverieriieieriieienieeierie e sie e 413,000 682,000 725,000
San Diego / RIVEISIAe .....cc.eveeeuiiiiriinieeeeceeeee e 533,000 597,000 601,000
Washington D.C. Ar€a........ccceverieiinieninienienierieeenie st 499,000 528,000 592,000
Corporate and Other...........covevierieriirienienieieeeee e 689,000 831,000 749,000
Consolidated AVETrage........ccvverveeierieeiierieeienieeeerieeeenteeeesseseeesseens 557,000 656,000 677,000
JOINE VENEUIES ...ttt 1,288,000 1,020,000 818,000
AVEIAZC. ...ttt sttt sttt $ 562,000 $ 662,000 $ 679,000
Net new orders (units): ("
Northern California .........cccueeviecierieiieriieiere e eeens 122 141 112
Southland / Los Angeles 237 183 321
San Diego / Riverside.......... 128 123 241
Washington D.C. Ar€a.......c.ccceecvevereeniieieieeeeieeieieseeeeseeneneeens 233 249 254
Corporate and Other ...........coceoeiiiriiiiieeeeeeeeene 7 13 23
Consolidated Total 727 709 951
JOINE VENTUIES ....evieirieieiecieeieeteetesie et eteseeeeeesveeseesse e esesnnensa e 2 26 9
TOAL ..ttt eb e 729 735 960
Backlog (units at end of year): ¥
Northern California ..........ccceeeieieiierieeiienie e 10 27 17
Southland / Los ANGELES........cceeririeriirieienieeiereeeee e 55 45 100
San Diego / RIVErSide.......coerieiereeierieiesieeiesie e 8 8 35
Washington D.C. AT€a........cceveiriiriiinieieieeeeeese e 40 52 75
Corporate and Other ..........cocevirieninieneiieeeeeeeeeee e 20 19 20
Consolidated Total........ccceeviieiierieeiiecieeee e 133 151 247
JOINE VENTUIES ....evieiieiieiiesieeieete ettt ettt sieeete e eeae e esaesseennenseens 1 4 12
TOAL ..ttt ae et 134 155 259
Lots controlled (units at end of year):
Lots owned:
Northern California ...........cooveveeviiiiieeiieieceeee e 1,108 1,325 1,245
Southland / Los ANEEIes.......cccvviririnieieieieeseree e 1,417 1,493 1,057
San Diego / RIVerside.......cccevuerierenieninieienieeieseeeeeee e 6,605 6,064 6,216
Washington D.C. Ar€a.........ccceeveevierieniinieieneeienieeiese et 3,681 3,914 4,051
Corporate and Other .........c.evevverieeieierieieeeee e 273 282 150
13,084 13,078 12,719
Lots under option @..........o.ooouivoeeeeeeeeeeeeeeeeeeeeeeeee e 11,025 12,293 14,897
TOTAL v ee e s s eeseeee e eere e 24,109 25,371 27,616

(1) Net new orders for any period represent the aggregate of all homes ordered by customers, net of cancellations.
(2) Backlog represents the number of new homes subject to pending sales contracts.

(3) Includes proportionate share of lots under option related to joint ventures.

Year Ended December 31, 2008 Compared with Year Ended December 31, 2007
Net Income

Net loss for the year ended December 31, 2008 was $116 million, a decrease of $132 million when compared to net
income of $16 million for the year ended December 31, 2007. The decrease in net income was due to continued
challenging market conditions in all our markets which resulted in impairment charges and write-downs on our
housing and land assets, a 11% decrease in home closings and a reduction in our 2008 housing gross margin to 13%
compared to 17% in 2007. The decrease in net income was also due to an expense of $19 million related to our
interest rate swaps in 2008 compared to an expense of $8 million in 2007.
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Results of Operations

Company-wide: Housing revenue was $415 million in 2008, a decrease of $126 million when compared to 2007.
The decrease in housing revenue was a result of fewer homes closed from directly owned projects to 745 units, a
decrease of 80 units or 10% when compared to 2007. The gross margin on housing revenue in 2008 was $52 million
or 13% compared with $92 million or 17% in 2007. The decrease in gross margin and gross margin percentage was
due to fewer home closings, continued increases in homebuyer incentives and reduced prices and product mix.

Land revenue in 2008 totaled $34 million on the sale of 616 lots compared with $42 million in 2007 on the sale of
1,328 lots. The gross margin on land revenue was a loss of $19 million, a decrease of $29 million when compared to
2007. Our land revenues may vary significantly from period to period due to the timing and nature of land sales, as
they generally occur on an opportunistic basis and are affected by local market conditions.

In 2008, we recognized impairment charges and write-downs on our housing and land inventory of $115 million
compared to $88 million in 2007. The impairment charges and write-downs related to 2,326 owned lots located
primarily in the Inland Empire of California and Washington D.C. Area and 819 optioned lots located in California
and the Washington D.C. Area.

A summary of our gross margin / (loss) is as follows:

($ millions) 2008 2007
HOUSINE ..ttt ettt ettt b ettt e e s e st e s e st b ese s esenseseneesens § 52 § 92
LANA ot sttt ettt sttt s ae e be st e et be e b e eneens (19) 10
Impairment charges / Write-AOWIS .......ccvevuiruieieriieieniieiete ettt sre e sbeeseenne (115) (88)
$ (82) $ 14

Northern California: Housing revenue was $127 million in 2008, an increase of $6 million when compared to 2007.
The increase in revenue was primarily due to an increase of eight homes closed. Excluding impairment charges, the
gross margin on housing revenue was $10 million or 8% in 2008, compared with $17 million or 14% in 2007.

Land revenue was $2 million in 2008, compared with nil in 2007. The land revenue in 2008 comprised the sale of 78
raw lots. The gross margin on land revenue was a loss of $7 million. Impairment and other charges totaled
$21 million in 2008, compared with $5 million in 2007.

Southland / Los Angeles: Housing revenue was $94 million in 2008, a decrease of $82 million when compared to
2007. The decrease was due to a 39% decrease in our average selling price to $413,000 and 31 fewer homes closed.
Excluding impairment charges, the gross margin on housing revenue was $12 million or 13% compared with
$31 million or 18% in 2007. The decrease in the gross margin percentage was a result of reduced selling prices,
increases in homebuyer incentives and product mix.

Land revenue was nil in 2008, a decrease of $30 million when compared to 2007. The land revenue in 2007
comprised the sale of 1,249 lots held under option. Impairment and other charges totaled $15 million in 2008
compared with $3 million in 2007.

San Diego / Riverside: Housing revenue was $68 million in 2008, a decrease of $21 million when compared to 2007.
The decrease was primarily due to 22 fewer homes closed and a decrease in our average selling price. Excluding
impairment charges, the gross margin on housing revenue was $16 million or 23% compared with $23 million or
26% in 2007. The decrease in the gross margin percentage was a result of reduced selling prices, increases in
homebuyer incentives and product mix.

Land revenue was $19 million in 2008, compared with nil in 2007. The land revenue in 2008 comprised the sale of
451 finished lots. The gross margin on land revenue was a loss of $15 million. Impairment and other charges totaled
$43 million in 2008, compared with $33 million in 2007.

Washington D.C. Area: Housing revenue was $122 million in 2008, a decrease of $21 million when compared to
2007. The decrease was primarily due to 27 fewer homes closed. Excluding impairment charges, the gross margin
on housing revenue was $16 million or 13% compared with $19 million or 13% in 2007.

Land revenue was $13 million in 2008, compared to $12 million in 2007. The gross margin on land revenue was
$3 million in 2008 compared with $2 million in 2007. Impairment and other charges totaled $36 million in 2008,
compared with $47 million in 2007.
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Other Income and Expenses

Equity in earnings from housing and land joint ventures in 2008 totaled $3 million, a decrease of $10 million when
compared to 2007. This decrease was primarily a result of a decrease in earnings from our Windemere joint venture
of $8 million. Impairments from housing and land joint ventures totaled $38 million in 2008 compared to
$15 million in 2007. The impairment charges in 2008 related to 907 lots in Riverside.

Other expense in 2008 totaled $18 million, an increase of $12 million when compared to 2007. The components of
the 2008 and 2007 other (expense) / income are summarized as follows:

($ millions) 2008 2007
Change in fair value of interest rate swap contracts $ (19) $ (®
Interest income — 1
ORET .ttt ettt b ettt b ettt eae 1 1
$ (18) $ (6)

Selling, general and administrative expense was $69 million in 2008, consistent with 2007. The components of the
2008 and 2007 expense are summarized as follows:

($ millions) 2008 2007
Selling, general and adminisStrative EXPEINSES .......coverververierierienieriieienieeeesieeeesreseeseeeneas $ (65) $ (68)
StOCK COMPENSALION ...euvreeieiieiieiieiieieeieste et este et eteeteetesteesbesseesaesseessessesssesseessesesssensensees 7 18
Changes in fair value of equity SWap CONTACT.......ccceevuiruieriirieniinieie sttt (11) (19)

$ (69) $ (69)
Sales Activity

Our net new orders for the year ended December 31, 2008 were 729 units, a decrease of 6 units compared to 2007.
Based on our average of 33 active selling communities, our average sales rate during 2008 was approximately 0.4
sales per week per community, consistent with 2007 but below what may be considered a normal housing market of
one sale per week per active selling community.

Year Ended December 31, 2007 Compared with Year Ended December 31, 2006
Net Income

Net income for the year ended December 31, 2007 was $16 million, a decrease of $132 million when compared to
the year ended December 31, 2006. Our decrease in net income was due to continued challenging market conditions
in all our markets which resulted in impairment charges and write-downs on our housing and land assets, a 28%
decrease in home closings and a reduction in our gross margin to 17% from 26% in 2006.

Results of Operations

Company-wide: Housing revenue was $541 million in 2007, a decrease of $243 million when compared to 2006.
The decrease in housing revenue was a result of fewer homes closed from projects owned directly to 825 units, a
decrease of 334 units or 28% when compared to 2006 home closings. The gross margin on housing revenue in 2007
was $92 million or 17% compared with $206 million or 26% in 2006. The decrease in gross margin and gross
margin percentage was due to fewer home closings, continued increases in homebuyer incentives and reduced prices
and product mix.

Land revenue in 2007 totaled $42 million on the sale of 1,328 lots compared with $88 million in 2006 on the sale of
834 lots. Although the number of lots sold increased in 2007 when compared to 2006, 1,249 of the lots sold in 2007
were held under option, and as a result our revenue per lot decreased significantly. The gross margin on land
revenue was $10 million, a decrease of $39 million when compared to 2006. The decrease in gross margin was
primarily due to a decrease in owned lots sold to 79 lots compared to 834 owned lots sold in 2006. The decrease in
owned lots sold was due to the continued slow housing market conditions. Our land revenues may vary significantly
from period to period due to the timing and nature of land sales, as they generally occur on an opportunistic basis
and additionally such revenues are affected by local market conditions.

In 2007, we recognized impairment and write-downs on our housing and land inventory of $88 million compared to
$10 million in 2006. The impairment charges and write-downs related to 580 finished lots located in the Inland
Empire of California; 1,045 finished or graded lots in the Washington D.C. Area; 1,185 optioned lots located in
California; and 2,536 optioned lots located in the Washington D.C. Area.
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A summary of our gross margin is as follows:

($ millions) 2007 2006
HOUSINE ..ttt ettt ettt ettt ess s st s et et e s eseasesees s eneaes $ 92 $ 206
Land. ..ttt sttt b et aean 10 49
Impairment charges / WIite-AOWNS. ........couirieriirierieeiieieeiete ettt (88) (10)

$ 14 $ 245

Northern California: Housing revenue was $121 million in 2007, an increase of $15 million when compared to
2006. The increase in revenue was primarily due to an increase in homes closed. The gross margin on housing
revenue was $17 million or 14% in 2007, compared with $20 million or 19% in 2006. Impairment and other charges
totaled $5 million in 2007, compared with nil in 2006.

Southland / Los Angeles: Housing revenue was $176 million in 2007, a decrease of $60 million when compared to
2006. The decrease was due primarily to 68 fewer homes closed. Excluding impairment charges, the gross margin
on housing revenue was $31 million or 18% compared with $55 million or 23% in 2006. The decrease in the gross
margin percentage was a result of reduced selling prices, increases in homebuyer incentives and product mix.

Land revenue was $30 million in 2007, a decrease of $1 million when compared to 2006. The land revenue in 2007
comprised the sale of 1,249 lots held under option. The gross margin on 2007 land revenue was $8 million or 28%
compared to $18 million or 58% in 2006. Impairment and other charges totaled $3 million in 2007, compared with
$5 million in 2006.

San Diego / Riverside: Housing revenue was $89 million in 2007, a decrease of $84 million when compared to 2006.
The decrease was primarily due to fewer homes closed. The gross margin on housing revenue was $23 million or
26% compared with $64 million or 37% in 2006. The decrease in the gross margin percentage was a result of
reduced selling prices, increases in homebuyer incentives and product mix. Impairment and other charges totaled
$33 million in 2007, compared with nil in 2006.

Washington D.C. Area: Housing revenue was $143 million in 2007, a decrease of $79 million when compared to
2006. The decrease was primarily due to fewer homes closed. The gross margin on housing revenue was $19 million
or 13% compared with $55 million or 25% in 2006. The decrease in the gross margin percentage was a result of
reduced selling prices, increases in homebuyer incentives and product mix. Land revenue was $12 million in 2007,
consistent with 2006. Impairment and other charges totaled $47 million in 2007, compared with $5 million in 2006.

Other Income and Expenses

Equity in earnings from housing and land joint ventures in 2007 totaled $13 million, a decrease of $45 million when
compared to 2006. This decrease was primarily a result of a decrease in earnings from our Windemere joint venture
of $34 million. Impairments from housing and land joint ventures totaled $15 million in 2007 compared to nil in
2006. The impairment charges in 2007 related to 581 lots.

Other (expense) / income in 2007 totaled an expense of $6 million, a decrease of $15 million when compared to
2006. The components of the 2007 other (expense) / income compared to 2006 are summarized as follows:

($ millions) 2007 2006
Change in fair value of interest rate SWap CONLracts........ccoevvererverieerierierivenreneerieseesseneens $ 8 §—
INEEIEST INCOMIE ...ttt ettt ettt ettt et b et e s bt et sbe et e bt estesbeenees 1 4
OtNET ettt sttt ettt 1 5

$ (6) $ 9
Sales Activity

Our net new orders for the year ended December 31, 2007 were 735 units, a decrease of 225 units compared to
2006. Based on our average of 33 active selling communities, our average sales rate during 2007 was approximately
0.4 sales per week per community, below the one sale per week, which has been considered a stable housing market.

Liquidity and Capital Resources

Financial Position

Our assets as of December 31, 2008 totaled $1,207 million compared to $1,351 million as of December 31, 2007, a
decrease of $144 million. The decrease in 2008 was due primarily to a decrease in housing and land inventory and a
decrease in our cash and cash equivalents from $9 million in 2007 to nil in 2008. Our housing and land inventory
and investments in housing and land joint ventures are our most significant assets with a combined book value of
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$1,055 million or approximately 87% of our total assets. Our housing and land assets decreased by a combined $180
million in 2008 when compared to 2007. When impairments and other write-downs of $153 million are excluded,
the decrease was $27 million. A summary of our lots owned and their stage of development at December 31, 2008
compared with the same period last year follows:

2008 2007

Completed homes, including MOAEIS ..........coceeriiiiiiiiiiiieee e 265 477
HOMES UNAET CONSLIUCTION 1..vvevvieeieiiieiieiieiieieeteet ettt te st et e teebesteesesteessesseessesseessesseessanseenes 64 91
Homes with foundation / S1abS...........c.cociiiiiiiieiiiee et 76 165
TOtal ROUSING UNILS ....veeieiieeiieieeiieie ettt ettt ettt et st ebe s et ebesseenbesaeentesseensesseenns 405 733
Lots ready for house CONSTIUCTION ........eeiuiiiiiiirieiteieeeee ettt neeneas 2,544 2,683
2,949 3,416

Graded lots and lots commenced grading ..........cc.eecvevuieieriirienienieieseee et 900 1,552
UNAeveloped 1aNd ........ccveiiiieiieieiecee ettt ettt ettt esa e teesaenaeenaenrensaens 9,235 8,110
13,084 13,078

Our total debt as of December 31, 2008 was $749 million, an increase of $14 million over December 31, 2007. Total
debt as of December 31, 2008 consisted primarily of project specific financings of $434 million, which represent
construction and development loans which are used to fund the development of our communities. As new homes are
constructed, further loan facilities are arranged. Our major project specific lenders are Bank of America, Housing
Capital Corporation, Wells Fargo and Union Bank of California. As of December 31, 2008, the average interest rate
on our project specific debt was 4.0%, with stated maturities as follows:

Maturities
($ millions) 2009 2010 2011 Total
Northern California.........oceeveeririririeeeeiirieeieeee e $ 53 $ 17 § — $ 70
Southland / Los ANEELES ....cc.cevuieierierieiiniieiereeeeee e 6 46 18 70
San Diego / RIVETSIAE .....cc.eeveruieiiriiiieieeiesieteeeee e 122 44 — 166
Washington D.C. AT€a.......ccceeeevierieiieniieieieeie sttt 22 78 11 111
OFRET ...ttt st 8 9 — 17
TOAL..c e e $ 211 $ 194 $§ 29 $ 434

The debt maturing in 2009 and 2010 is a result of our expected project completions over this period. This project
specific debt will be repaid from home and lot sale proceeds expected over this period. During 2008, we extended
repayment terms and we will continue to work closely with our lenders. Additionally, we had project specific debt
lines of $237 million that were available to complete land development and construction activities.

Other debt includes a promissory note of $315 million due to a subsidiary of our largest stockholder, Brookfield
Asset Management Inc., which matures in September, 2009. As of December 31, 2008, we had $10 million available
on our revolving credit facility with Brookfield Asset Management Inc. Subsequent to December 31, 2008, this
facility was increased from $325 million to $350 million, and the maturity was extended to June 30, 2010.

During December 2008, we announced that we filed a registration statement with the Securities and Exchange
Commission with respect to a $250 million proposed rights offering to our common stockholders. Should the rights
offering be fully subscribed, we expect to receive gross proceeds of $250 million upon issuance of the shares of
convertible preferred stock. The proceeds from the rights offering will be used for general corporate purposes,
including repayment on the credit facility due to a subsidiary of our largest stockholder, Brookfield Asset
Management Inc. Brookfield Asset Management Inc. has indicated its intention to exercise in full its subscription
rights, and any over-subscription rights to which it may be entitled, but it has not entered into a binding agreement to
do so. Holders of the convertible preferred stock we expect to issue in the rights offering will be entitled to receive,
when, as and if declared by our board of directors, dividends per year at the per share rate of 8%, representing
annual dividends of $20 million should the rights offering be fully subscribed. These dividends may be paid, at the
election of our board of directors, in cash or shares of common stock. Please see Note 14 to our consolidated
financial statements included elsewhere in this Form 10-K for additional information on the proposed rights
offering.

Cash Flow

Our principal uses of working capital include purchases of land, land development and home construction. Cash
flows for each of our communities depend upon the applicable stage of the development cycle and can differ
substantially from reported earnings. Early stages of development require significant cash outlays for land
acquisitions, site approvals and entitlements, construction of model homes, roads, certain utilities and other
amenities and general landscaping. Because these costs are capitalized, income reported for financial statement
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purposes during such early stages may significantly exceed cash flows. Later, cash flows can exceed earnings
reported for financial statement purposes, as cost of sales include charges for substantial amounts of previously
expended costs.

We believe we currently have sufficient access to capital resources and will continue to use a significant amount of
our available capital resources to fund our existing business plan. Our capital resources include cash flow from
operations, borrowings under credit facilities, tax recoveries and proceeds from our proposed rights offering.

While we do not anticipate that the equilibrium between the supply and demand for housing will be reached in 2009,
we continue to work through the challenging market conditions and remain focused on proactively managing our
balance sheet, placing a strong emphasis on liquidity. We are continuing to manage our inventory levels through the
reductions of land purchases and homebuilding starts, while adjusting prices to deliver completed homes.

Cash provided in our operating activities totaled $66 million for the year ended December 31, 2008, compared with
cash used of $44 million in 2007. The increase in cash generated was primarily from reduced housing inventories
during the year. In addition, during 2008 we received $22 million in income tax recoveries and we expect to receive
approximately $64 million in tax recoveries in 2009.

Cash used in our investing activities in joint ventures for the year ended December 31, 2008 was $32 million,
compared with cash used of $58 million in 2007.

Cash used in our financing activities for the year ended December 31, 2008 was $43 million, compared with cash
provided of $24 million in 2007. In 2008, we repaid a net amount of $272 million of project specific debt and made
dividend payments of $5 million, offset by borrowings from the subsidiary of Brookfield Asset Management Inc. of
$225 million.

Contractual Obligations and Other Commitments

A total of $405 million of our project specific and other financings matures prior to the end of 2010. The debt
maturing in 2009 and 2010 is a result of our expected project completions over this period. Our net debt to total
capitalization ratio as of December 31, 2008, which is defined as total interest-bearing debt less cash, divided by
total interest-bearing debt less cash plus stockholders’ equity and minority interest, was 70%, an increase from 61%
as of December 31, 2007. For a description of the specific risks facing us if, for any reason, we are unable to meet
these obligations, refer to the section of this Form 10-K entitled Item 1A — “Risk Factors — Our Debt and Leverage
Could Adversely Affect Our Financial Condition.”

Our project specific financings require Brookfield Homes Holdings Inc., a wholly-owed subsidiary of our Company,
to maintain a tangible net worth of at least $250 million, a net debt to capitalization ratio of no greater than 65% and
a net debt to tangible net worth ratio of no greater than 2.50 to 1. Our revolving credit facility with Brookfield Asset
Management Inc. required us to maintain minimum stockholders’ equity of $300 million and a consolidated net debt
to book capitalization ratio of no greater than 70%. During January 2009, this facility was increased to an aggregate
principal amount not to exceed $350 million, the maturity was extended to June 30, 2010 and the covenants were
amended on a temporary basis to June 30, 2009 to maintain minimum stockholders’ equity of $225 million and a
consolidated net debt to book capitalization ratio of no greater than 80%.

A summary of our contractual obligations as of December 31, 2008 follows:

Payment Due by Period

Less than 1-3 35 More than

($ millions) Total 1 Year Years Years 5 Years
Project specific and other revolving

financings®.........coooveveveeeeeeeeees $ 749 $ 526 $ 223 $ — $ —

Operating lease obligations® .............. 7 3 3 1 —

Purchase obligations®........................ 281 23 60 198 —

Total Do $ 1,037 $ 552 $ 286 $ 199 $ —

(a) Amounts are included on the Consolidated Balance Sheet. See Note 5 of the Notes to the Consolidated Financial Statements included in this
Form 10-K for additional information regarding project specific and other financings and related matters.

(b) Amounts relate to non-cancelable operating leases involving office space, design centers and model homes.

(c) See Note 2 to the Consolidated Financial Statements for additional information regarding purchase obligations and related matters, which
include joint ventures.

(d) Amounts do not include interest due to the floating nature of our debt.
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Off-Balance Sheet Arrangements

In the ordinary course of business, we use lot option contracts and joint ventures to acquire control of land to
mitigate the risk of declining land values. Option contracts for the purchase of land permit us to control the land for
an extended period of time, until options expire and/or we are ready to develop the land to construct homes or sell
the land. This reduces our financial risk associated with land holdings. As of December 31, 2008, we had
$59 million of primarily non-refundable option deposits and advanced costs. The total exercise price of these options
was $281 million. Pursuant to FIN 46R, as defined elsewhere in this Form 10-K, we have consolidated $3 million of
these option contracts. Please see Note 2 to our consolidated financial statements included elsewhere in this
Form 10-K for additional information on our lot options.

We also own 1,832 lots through our proportionate share of joint ventures. As of December 31, 2008, our investment
in housing and land joint ventures totaled $105 million. We have provided varying levels of guarantees of debt in
our joint ventures. As of December 31, 2008, we had recourse guarantees of $36 million and limited capital
maintenance guarantees with respect to $23 million of debt in our joint ventures. During 2008, we did not have any
loan re-margin requirements on our debt in our joint ventures.

We obtain letters of credit, performance bonds and other bonds to support our obligations with respect to the
development of our projects. The amount of these obligations outstanding at any time varies in accordance with our
development activities. If these letters of credit or bonds are drawn upon, we will be obligated to reimburse the
issuer of the letter of credit or bonds. As of December 31, 2008, we had $12 million in letters of credit outstanding
and $148 million in performance bonds for these purposes. The costs to complete related to our letters of credit and
performance bonds are $8 million and $73 million, respectively. We do not believe that any of these letters of credit
or bonds are likely to be drawn upon.

Subsequent Event

During December 2008, we announced that we filed a registration statement with the Securities and Exchange
Commission with respect to a proposed rights offering to our common stockholders of up to 10,000,000 shares of
8% convertible preferred stock. Each whole right will entitle the holder to purchase one share of convertible
preferred stock for $25.00. Each share of preferred stock will be convertible into common stock, at an initial
conversion rate of 3.571428571 shares (equivalent to a conversion price of $7.00 per share). Under the proposed
rights offering, stockholders will receive 0.3735701 subscription rights for each share of common stock owned on
the record date, subject to adjustment as contemplated by the terms of the rights offering. The record,
commencement and expiry dates for the offering will be determined at the time that the registration statement
relating to the rights offering becomes effective.

Should the rights offering be fully subscribed, we expect to receive gross proceeds of $250 million upon issuance of
the shares of convertible preferred stock. The proceeds from the rights offering will be used for general corporate
purposes, including repayment on the credit facility due to a subsidiary of our largest stockholder, Brookfield Asset
Management Inc.

Stockholders who fully exercise their rights will be entitled to subscribe for additional shares of convertible
preferred stock, if available, that were not subscribed for by other rights holders. Brookfield Asset Management Inc.
has indicated its intention to exercise in full its subscription rights, and any over-subscription rights to which it may
be entitled, but it has not entered into a binding agreement to do so.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations is based upon the consolidated
financial statements of our Company, which have been prepared in accordance with accounting principles generally
accepted in the United States. The preparation of these financial statements requires us to make assumptions,
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and the related
disclosure of contingent assets and liabilities. We evaluate our estimates on an on-going basis. We base our
estimates on historical experience and on various other assumptions that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities and the reported amount of revenues and expenses that are not readily apparent from other sources. Our
actual results may differ from these estimates under different assumptions or conditions.

Our most critical accounting policies are those that we believe are the most important in portraying our financial
condition and results of operations, and require the most subjectivity and estimates by our management. A summary
of our significant accounting policies, including the critical accounting policies discussed below, is provided in the
notes to the consolidated financial statements of our Company included elsewhere in this Form 10-K.
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Carrying Values

The housing and land inventory that we own directly and through joint ventures is reviewed for recoverability on a
regular basis and whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Recoverability is measured by comparing the carrying amount of an asset to future undiscounted
cash flows expected to be generated by the asset. To arrive at this amount, we estimate the cash flow for the life of
each project. These projections take into account the specific business plans for each project, and our estimate of the
most probable set of economic conditions anticipated to prevail in the market area. If these assets are considered to
be impaired, they are then written down to the fair value less estimated selling costs. The ultimate fair values for our
housing and land inventory are dependent upon future market and economic conditions. In addition, when assessing
fair value, we also calculate a static residual value analysis which is assessed in conjunction with the discounted
cash flow analysis to validate results from the fair value assessment. If our estimate of future cash flows is
significantly different from our actual cash flows, we may prematurely impair the value of the asset, we may
underestimate the value of the calculated impairment or we may fail to record an impairment. In these cases, our
housing and land inventory would be represented on our balance sheet at other than its cost or fair value, which
could have an effect on our gross margin in future periods as we develop and sell the assets.

For the year ended December 31, 2008, we recognized $97 million of impairment charges related to housing and
land we directly own which is included in our direct cost of sales. The $97 million in impairment charges were
related to 2,326 lots located primarily in the Inland Empire of California and Washington D.C. Area. In addition, we
wrote-off $18 million, primarily related to unentitled lot option agreements on 819 lots that expired or which we are
no longer pursuing and we recognized $38 million in impairment charges and write-downs on investments related to
907 lots in our joint ventures.

Capitalized Costs

Our housing and land inventory on our consolidated balance sheet includes the costs of acquiring land, development
and construction costs, interest, property taxes and overhead directly related to the development of the land and
housing. Direct costs are capitalized to individual homes and lots and other costs are allocated to each lot in
proportion to our anticipated revenue.

Estimates of costs to complete homes and lots sold are recorded at the time of closing. These estimates are prepared
on an individual home and lot basis and take into account the specific cost components of each individual home and
lot. The estimation process to allocate costs to homes and lots is dependent on project budgets that are based on
various assumptions, including construction schedules and future costs to be incurred. These estimates are reviewed
for accuracy based on actual payments made after closing and adjustments are made if necessary. If the estimates of
costs are significantly different from our actual results, our housing and land inventory may be over-or under-stated
on our balance sheet, and accordingly gross margins in a particular period may be over-or under-stated.

Revenue Recognition

Revenues from the sale of homes are recognized when title passes to the purchaser upon closing, wherein all
proceeds are received or collectability is evident. Land sales are recognized when title passes to the purchaser upon
closing, all material conditions of the sales contract have been met and a significant cash down payment or
appropriate security is received, and collectability is evident.

Income Taxes

Income taxes are accounted for in accordance with SFAS 109, “Accounting for Income Taxes.” Under SFAS 109,
deferred tax assets and liabilities are determined based on differences between financial reporting and tax bases of
assets and liabilities, and are measured by using enacted tax rates expected to apply to taxable income in the years in
which those differences are expected to reverse.

SFAS 109 requires a valuation allowance if, based on the weight of available evidence, it is more likely than not that
some portion of the deferred tax asset will not be realized. In determining our need for a valuation allowance, we
consider all available evidence, both positive and negative. We consider current and future expected losses or
profits, the length of the statutory carry-forward periods, our history with operating loss and tax credit carry-
forwards not expiring unused, and tax planning strategies. During 2008 and 2007, we incurred losses as a result of
continued challenging market conditions. At December 31, 2008 and 2007, our deferred tax asset was $59 million
and $56 million, respectively. Based on our evaluation, a valuation allowance is not required as it is more likely than
not that the deferred tax asset will be realized. We will continue to evaluate the need for a valuation allowance in
the future.
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Recent Accounting

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements.” SFAS 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. Effective January 1, 2008, we adopted SFAS 157. SFAS 157 specifies a
hierarchy of valuation techniques that are based on observable and unobservable inputs. Observable inputs reflect
readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. The
three levels of the hierarchy are as follows: level 1 inputs are derived from quoted prices for identical instruments in
active markets; level 2 inputs are derived from quoted prices for similar instruments in active markets, quoted prices
for identical or similar instruments in markets that are not active, and model-derived valuations whose inputs are
observable or whose significant value drivers are observable; and level 3 inputs which are derived from instruments
with primarily unobservable value drivers.

In February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial
Liabilities.” SFAS 159 allows companies to choose to measure certain financial instruments and other items at fair
value. Companies electing the fair value option are required to report subsequent changes in fair value in earnings.
This Statement was effective for the fiscal year beginning January 1, 2008. We did not elect the fair value option for
any of our financial assets or financial liabilities under SFAS 159 and the standard has had no impact on our
consolidated financial statements.

In December 2007, the FASB issued SFAS 160, “Non-controlling Interests in Consolidated Financial
Statements.” SFAS 160 clarifies the accounting for non-controlling interests and establishes accounting and
reporting standards for the non-controlling interest in a subsidiary, including classification as a component of
stockholders’ equity. This statement is effective for fiscal years beginning on or after December 15, 2008. We are
currently reviewing the impact, if any, that SFAS 160 may have on our consolidated financial statements.

In December 2007, the FASB issued SFAS 141R, “Business Combinations,” which replaces the previous version of
SFAS 141. SFAS 141R provides revised guidance for recognizing and measuring identifiable assets and goodwill
acquired, liabilities assumed, and any non-controlling interests in the acquiree as a result of business
combinations. The revised standard also provides disclosure requirements to enable users of the financial statements
to evaluate the nature and financial effects of the business combination. SFAS 141R is effective for fiscal years
beginning on or after December 15, 2008. We are currently reviewing the impact, if any, that SFAS 141R may have
on our consolidated financial statements.

In March 2008, the FASB issued SFAS 161, “Disclosures about Derivative Instruments and Hedging Activities — an
amendment of FASB Statement No. 133” (‘‘SFAS 161°”). SFAS 161 is intended to improve financial reporting
about derivative instruments and hedging activities by requiring enhanced disclosures to enable investors to better
understand how and why an entity uses derivative instruments and the instruments’ effects on an entity’s financial
position, financial performance and cash flows. SFAS 161 is effective for financial statements issued for fiscal years
and interim periods beginning after November 15, 2008 with early application encouraged. We are currently
evaluating the impact that adopting SFAS 161 may have on our consolidated financial statements.

In May 2008, the FASB issued SFAS 162, “The Hierarchy of Generally Accepted Accounting Principles”, which
identifies the sources of accounting principles and the framework for selecting the principles to be used in the
preparation of financial statements of non-governmental entities that are presented in conformity with GAAP.
SFAS 162 is effective 60 days following the Security and Exchange Commission’s approval of the Public Company
Accounting Oversight Board amendments to AU Section 411, “The Meaning of Present Fairly in Conformity with
GAAP.” We do not expect the adoption of SFAS 162 to have a significant impact on our consolidated financial
statements.

In June 2008, the FASB issued FASB Staff Position (“FSP”) EITF 03-6-1, “Determining Whether Instruments
Granted in Share-based Payment Transactions are Participating Securities” (‘‘FSP EITF 03-6-1""), which addresses
whether instruments granted in share-based payment transactions are participating securities prior to vesting and,
therefore, need to be included in the earnings allocation in computing earnings per share (‘‘EPS’’) under the two-
class method in accordance with FAS 128, “Earnings Per Share.” FSP EITF 03-6-1 is effective for fiscal years
beginning after November 15, 2008 and earlier application is prohibited. We are currently evaluating the effect that
FSP EITF 03-6-1 may have on our consolidated financial statements.

In December 2008, the FASB issued FSP FAS 140-4 and FIN 46R-8, “Disclosures by Public Entities (Enterprises)
about Transfers of Financial Assets and Interests in Variable Interest Entities.” The document increases disclosure
requirements for public companies and is effective for reporting periods (interim and annual) that end after
December 15, 2008. The purpose of this FSP is to promptly improve disclosures by public entities and enterprises
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until the pending amendments to SFAS 140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities,” and FASB Interpretation 46 (revised December 2003), “Consolidation of Variable
Interest Entities” FIN 46R, are finalized and approved by the Board. The FSP amends SFAS 140 to require public
entities to provide additional disclosures about transferors’ continuing involvements with transferred financial
assets. It also amends FIN 46R to require public enterprises, including sponsors that have a variable interest in a
variable interest entity, to provide additional disclosures about their involvement with variable interest entities. This
pronouncement is related to disclosure only and will not have an impact on our consolidated financial position,
results of operations or cash flows.

Seasonality and Quarterly Information

We have historically experienced variability in results of operations from quarter to quarter due to the seasonal
nature of the homebuilding business and the timing of new community openings and the closing out of projects. We
typically experience the highest rate of orders for new homes in the first six months of the calendar year. New home
deliveries trail new home orders by several months, therefore we normally have a greater percentage of new home
deliveries in the second half of our fiscal year. As a result, our revenues from deliveries of homes are generally
higher in the second half of the year.

The following table presents a summary of our operating results for each of the last eight quarters:

December 31 September 30 June 30 March 31

(% millions, except home closings

and per share amounts) 2008 2007 2008 2007 2008 2007 2008 2007
Total revenue .........coccevevveveveeeevennnnen. $ 150 $ 197 $ 110 $ 121 $ 120 $ 157 $ 69 $ 108
Gross margin / (10SS) .......cceevereeennenne. (65) (22) (19) (13) 2) 28 4 21
Net (loss) / income ........c.cceeuerueneenee. (70) (24) (25) 2 ) 9 (12) 29
Diluted (loss)/earnings per share o, (2.58) (0.91) (0.95) 0.06 (0.33) 0.35 0.47) 1.07
Home closings (units) @ .................. 230 272 184 179 216 237 120 151
Total asSets......cceevevereniereeieirenienes 1,207 1,351 1,320 1,382 1,354 1,386 1,394 1,365
Total debt .....ccoeovveriiiiieeeee, 749 735 783 691 792 655 798 643

(1) Quarterly and year-to-date computations of per share amounts are made independently. Therefore, the sum of per share amounts for the
quarters may not agree with per share amounts for the year.

(2) Includes joint ventures.

Non-Arms’ Length Transactions

We are party to a license agreement with Brookfield Properties (US) Inc., an indirect wholly-owned subsidiary of
Brookfield Properties, for the right to use the names “Brookfield” and “Brookfield Homes.” In addition, we have
entered into an agreement with a subsidiary of Brookfield Asset Management Inc., our largest stockholder, under
which we can deposit cash on a demand basis to earn LIBOR plus 50 basis points. At December 31, 2008, the
amount on deposit was nil. A subsidiary of Brookfield Asset Management Inc. has provided us with an unsecured
revolving credit facility in the form of a promissory note that was amended most recently in January 2009. The
facility bears interest at LIBOR plus 3.0%, and at December 31, 2008, there was $315 million outstanding under this
facility. We entered into a management services agreement with an affiliate of Brookfield Asset Management Inc.,
effective February 2009. Pursuant to the agreement, we will pay directly to the Brookfield affiliate a quarterly
service fee of $80,000 with respect to Craig Laurie’s employment by us as our Chief Financial Officer. For details of
these arrangements and other non-arms’ length transactions refer to “Certain Relationships and Related
Transactions, and Director Independence” which is incorporated by reference into Item 13 of this report from our
definitive 2009 proxy statement, which will be filed with the Securities and Exchange Commission not later than
April 30, 20009.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Exchange Rates

We conduct business in U.S. dollars only, so we are not exposed to currency risks.
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Interest Rates

We are exposed to financial risks that arise from the fluctuations in interest rates. Our interest-bearing assets and
liabilities are mainly at floating rates, so we would be negatively affected, on balance, if interest rates increase. In
addition, we have interest rate swap contracts which effectively fix $260 million of our variable rate debt at an
average rate of 7.5%. Based on our net debt levels as of December 31, 2008, a 1% change up or down in interest
rates would have either a negative or positive effect of approximately $5 million on our cash flows.

Our interest rate swaps are not designated as hedges under SFAS 133, “Accounting for Derivative Instruments and
Hedging Activities.” We are exposed to market risk associated with changes in the fair values of the swaps, and such
changes must be reflected in our consolidated statements of operations. As of December 31, 2008, the fair value of
the interest rate swaps totaled a liability of $26 million.
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REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

To the Board of Directors and Stockholders of Brookfield Homes Corporation

We have audited the accompanying consolidated balance sheets of Brookfield Homes Corporation and subsidiaries
(the “Company”) as of December 31, 2008 and 2007, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2008. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
Brookfield Homes Corporation and subsidiaries as of December 31, 2008 and 2007, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2008, in conformity
with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Company's internal control over financial reporting as of December 31, 2008, based on the criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission and our report dated February 9, 2009 expressed an unqualified opinion on the
Company’s internal control over financial reporting.

9M+@ML LLP

Independent Registered Chartered Accountants
Licensed Public Accountants

Toronto, Canada

February 9, 2009
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BROOKFIELD HOMES CORPORATION
CONSOLIDATED BALANCE SHEETS

(all dollar amounts are in thousands of U.S. dollars)

As at December 31

Note 2008 2007
Assets
Housing and 1and INVENTOTY ..........cceevuerieriinieieiieieeeeie et 2 $ 946,875 $ 1,078,229
Investments in housing and land joint Ventures...........cccoevevvereeceenieeeenieneenenne. 3 105,261 130,546
Consolidated land inventory not OWned.........c.ceceeieererienieieireseneeeeeseee 2 3,328 26,748
Receivables and Other @SSEts ............oocviiiiiiiieiiiic e 4 92,333 50,066
Cash and cash equivalents — 9,132
Deferred INCOME tAXES .....eecviiiiiieiieiiecie ettt ettt ettt e eaeeebe e aaeereeseneenne 7 59,438 55,943
$ 1,207,235 $ 1,350,664
Liabilities and Equity
Project specific fiINanCings ..........coecveruerieriirieniecieieeee e 5 $ 433,580 $ 644,572
Other revolving fINanCINGS.........eccverieierieieeeeeie st 5 314,977 90,000
Accounts payable and other liabilities. .........c.ceevereeiririrenieieecreeeeee 6 142,992 159,956
MINOTIEY TNEETESE. c.veuvieuteteeiterteeitete ettt ettt ettt st et sbe et st etesbeebesbeenrenee 9 56,055 76,486
Commitments, contingent liabilities and other.............ccoeceeverieiininnieneeee 12 — —
Preferred stock — 10,000,000 shares authorized, no shares issued ..................... 10 — —
Common stock — 65,000,000 authorized, 32,073,781 shares issued
(December 31, 2007 — 32,073,781 shares issued) ........ccceevereevvenreeeeriennennns 10 321 321
Additional paid-in capital..........cccoeceeririeiiniiie e 10 141,286 145,101
Treasury stock, at cost — 5,305,049 shares
(December 31, 2007 — 5,410,368 Shares) .........ccceeveireeerenienieieeeiereeesieiens 10 (238,957) (243,701)
Retained Carnings.........ceeverierierieniieieciesieeeete st ste et ese e e sreensesaeeaenraens 356,981 477,929

See accompanying notes to financial statements
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BROOKFIELD HOMES CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(all dollar amounts are in thousands of U.S. dollars, except per share amounts)

Years Ended December 31

Note 2008 2007 2006

Revenue

$ 415311 § 541,432 $ 784,162

33,692 41,922 88,118
449,003 583,354 872,280
(363,038) (449,695) (578,088)
(53,057) (31,568) (38,382)
Impairment of housing and land inventory and write-off of
OPHION AEPOSIES...c.veneenieiieeieieiterieieie ettt 2 (115,124) (87,630) (10,388)
(82,216) 14,461 245,422
Selling, general and administrative eXpense............c.cc.ceeeene. (69,498) (69,819) (59,829)
Equity in earnings from housing and land joint
VEIEUTES ....ceeevrreeeeeeeetereeeeeeeeeaaneeeeeeeeessreeeeeeeesnsrneeeseeennsnnees 3 3,302 12,745 58,284
Impairments of investments in housing and land joint
VENEULES ...vveveenieeeeenreeeeeseseneaeeseennees 3 (37,863) (15,029) —
Other (expense) / income 12(e) (17,823) (5,717) 9,347
Operating (L0osS) / INCOME ........ccceeveeeieieieicieeeeeeee e (204,098) (63,359) 253,224
MiInority interest .......ceoverveeevereereenueeeens 17,622 7,028 (18,378)
(Loss) / Income Before Taxes (186,476) (56,331) 234,846
Income tax 1ecOVery / (EXPENSE).....ccereerrerueeruenreeienieeienveeeenienne 7 70,861 71,958 (86,492)
NEet (L0SS) / INCOME......ccvivirereeiriiieeeieteieieeet e $ (115,615) $ 15,627 $ 148,354
Earnings Per Share
BaSIC ettt 11 $ (4.33) $ 0.59 $ 5.52
DIIULE.....oeiiiiiciiiceceee e 11 $ (4.33) $ 0.58 $ 5.45
Weighted Average Common Shares Outstanding
BaSIC ..t 11 26,688 26,627 26,874
DiIIUted. ... 11 26,688 26,851 27,243

See accompanying notes to financial statements

34



BROOKFIELD HOMES CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(all dollar amounts are in thousands of U.S. dollars)

Years Ended December 31

Note 2008 2007 2006

COMMON SEOCK ..ottt $ 321 $ 321 $ 321
Additional Paid-in Capital

Opening balance............ecieierierienieeieieseeeee e 1 145,101 146,730 146,249

StOCk OPLION EXEICISES...c.vvvevirenienieiieieetestenieee et 10 (3,815) (1,629) 481

Ending balance..........cccoeeieninienenieiiiieeeeeee e 141,286 145,101 146,730
Treasury Stock

Opening balance...........cccecvererieieiiininineececeeseseeee 1 (243,701) (248,606) (217,182)

Share repurChases........ccveeeeririerieieieeeeseese et 10 — — (37,922)

StOCK OPLION EXEICISES. .. veveeuriiierieieeienienitenieeieeieseeeeesreeanenee 10 4,744 4,905 6,498

Ending balance.........ccoecvevierienieeieniecieieseeie e (238,957) (243,701) (248,606)
Retained Earnings

Opening balancCe..........c.eeieciererienieieie e ee e 477,929 472,961 335,261

Net (108S) / INCOME .....eviemiiiieieniieieieee e (115,615) 15,627 148,354

DiIVIAENdS ...veeeveieeiieiieiee e 10 (5,333) (10,659) (10,654)

Ending balance............cooeeieiiiniinieeeeee e 356,981 477,929 472,961

Total stockholders’ equity $ 259,631 $ 379,650 $ 371,406

See accompanying notes to financial statements
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BROOKFIELD HOMES CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(all dollar amounts are in thousands of U.S. dollars)

Cash Flows From / (Used in) Operating Activities

Net (10SS) / INCOME .....cueruiiiiiieiieiieierteetetetee ettt
Adjustments to reconcile net (loss) / income to net cash
operating activities:
Undistributed income from housing and land
JOINE VEITUICS ..c.vvetienieeiieniesieenteeteetesteetesteetesteentesseensesseeneesseensenseens
MINOTILY INEETEST .evvevrenierreeeietieierieetesteeterieseee e sseesaesreensesseesaesseeseennas
Deferred INCOME tAXES. ....eoveveeerieeieiieierteteieieete ettt ebe e eenes
Impairment of housing and land inventory and write-off of
OPLION AEPOSILS ...evvienrieieiieriieieetieie sttt et et etesteetesteeneesaeenneseeens
Impairment of investments in housing and land joint ventures
Other changes in operating assets and liabilities:
(Increase) / decrease in receivables and other assets..........cccceeevvenennes
Decrease / (increase) in housing and land inventory ...........ccccoccveeveueene
Decrease in accounts payable and other liabilities ...........ccccecercnennene

Net cash provided by / (used in) operating activities ...........ccceverreerereereeneene

Cash Flows From / (Used in) Investing Activities

Investments in housing and land joint ventures...........c.cooceeveveriienencennenne.
Distribution from housing and land joint ventures
Acquisition of additional interest in housing and land joint ventures..........

Net cash used in INVESHING ACHVILIES. ... ecvervieierieeierieeieieeeeieseeee e eee e enenne

Cash Flows From / (Used in) Financing Activities
Net repayments under revolving project specific financing..........c..c..ccc......
Net borrowings under other revolving financings............cccceevereevverereennens
Distributions to Minority iNtErest ..........cecererereerierieereirererieeeeee e
Contributions from minority iNterest...........coevvevererriererieneniereneeieneeenen
Exercise of StOCK OPLIONS ......oouveieriieiieiieie et
Repurchase of common Shares............occuevevierieienienieeieseee e
Dividends paid in CaSh .......ccceviecieriirieiieieie et

Net cash (used in) / provided by financing activities ...........cocceeevereeccrenennennee

Decrease in cash and cash equivalents ...........cocooerereirineiineneeeeeeeee
Cash and cash equivalents at beginning of year...........ccccocevevveiecencnencnenne.
Cash and cash equivalents at end of year .........ccceoeveiiiiininceeeee

Supplemental Cash Flow Information

INtEreSt PALA...c.ervitiieiiciieiiire e
Income taxes recovered / (paid)
Non-cash decrease / (increase) in consolidated land inventory not owned .

Acquisitions of unconsolidated entities’ assets and liabilities
Increase in housing and land iNVENtOTY .........ccceveeerveeierienieeieneeeee e
Reduction in investment in housing and land joint ventures............cc.ccc.c...
Liabilities aSSUMEd..........cocevveieiririniniicieencnesereee et

See accompanying notes to consolidated financial statements
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Years Ended December 31

2008 2007 2006
$ (1156150 $ 15,627 $ 148,354
(1,902) 277 9,497
(17,622) (7,028) 18,378
(3,495) (3,228) (3,298)
115,124 87,630 10,388
37,863 15,029 —
(48,677) (13,035) 57,050
132,269 10,272 (187,959)
(31,539) (149,820) (26,274)
66,406 (44,276) 26,136
(28,344) (77,102) (72,403)
3,046 19,146 25,841
(6,844) — —
(32,142) (57,956) (46,562)
(271,719) (41,820) (48,501)
224,977 75,000 15,000
(580) (5,675) (14,627)
9,130 7,588 5,364
129 121 164

— — (37,922)
(5,333) (10,659) (10,654)
(43,396) 24,555 (91,176)
(9,132) (77,677) (111,602)
9,132 86,309 198,411

$ — $ 9,132 $ 86,809
$ 57,754 $ 58,300 $ 58,873
22,299 (22,154) (89,102)
18,463 18,744 (22,285)

$ 97,828 $ 104,050 —
33,960 2,429 —
63,868 101,621 —



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

Note 1. Significant Accounting Policies
(a) Basis of Presentation

Brookfield Homes Corporation (the “Company” or “Brookfield Homes”) was incorporated on August 28, 2002 as a
wholly-owned subsidiary of Brookfield Properties Corporation (“Brookfield Properties™) to acquire as of October 1,
2002 all of the California and Washington D.C. Area land development and homebuilding operations (the “Land and
Housing Operations”) of Brookfield Properties pursuant to a reorganization of its business (the “Spin-off”). On
January 6, 2003, Brookfield Properties completed the Spin-off by distributing all of the issued and outstanding
common stock it owned in the Company to its common stockholders. Brookfield Homes began trading as a separate
company on the New York Stock Exchange on January 7, 2003.

These consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (“U.S. GAAP”) and include the consolidated accounts of Brookfield
Homes and its subsidiaries and investments in unconsolidated joint ventures and variable interest entities in which
the Company is the primary beneficiary.

(b) Housing and Land Inventory

(i) Revenue recognition: Revenues from the sale of homes are recognized when title passes to the purchaser
upon closing, wherein all proceeds are received or collectability is evident. Land sales are recognized when title
passes to the purchaser upon closing, all material conditions of the sales contract have been met and a
significant cash down payment or appropriate security is received and collectability is evident.

(if) Carrying values: In accordance with the Financial Accounting Standards Board (“FASB”) Statement of
Financial Accounting Standards (“SFAS”) 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets,” housing and land assets are reviewed for recoverability whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability is measured by comparing
the carrying amount of an asset to future undiscounted cash flows expected to be generated by the asset. To
arrive at this amount, the Company estimates the cash flow for the life of each project. These projections take
into account the specific business plans for each project and management’s best estimate of the most probable
set of economic conditions anticipated to prevail in the market area. Such projections assume current home
selling prices, cost estimates and sales rates for short-term projects are consistent with recent sales activity. For
longer-term projects, planned sales rates for 2009 and 2010 assume recent sales activity and normalized sales
rates beyond 2010. If these assets are considered to be impaired, they are then written down to fair value less
estimated selling costs. The ultimate fair values for the Company’s housing and land inventory are dependent
upon future market and economic conditions.

(iii) Capitalized costs: Capitalized costs include the costs of acquiring land, development and construction
costs, interest, property taxes and overhead related to the development of land and housing. Direct costs are
capitalized to individual homes and lots and other costs are allocated to each lot in proportion to the Company’s
anticipated revenue.

(¢) Joint Ventures

The Company participates in a number of joint ventures in which it has less than a controlling interest to develop
and sell land to the joint venture members and other third parties. These joint ventures are accounted for using the
equity method. The Company recognizes its proportionate share of the earnings from the sale of lots to other third
parties. The Company does not recognize earnings from the purchase of lots from its joint ventures and reduces its
cost basis of the land purchased accordingly.

(d) Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally accepted in the United
States, requires estimates and assumptions that affect the carrying amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from these estimates.
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BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

(e) Cash and Cash Equivalents

For purposes of the consolidated statements of cash flows, cash and cash equivalents include cash on hand, demand
deposits, and all highly liquid short-term investments with original maturity less than 90 days.

(f) Income Taxes

Income taxes are accounted for in accordance with SFAS 109, “Accounting for Income Taxes.” Under SFAS 109,
deferred tax assets and liabilities are determined based on differences between financial reporting and tax bases of
assets and liabilities, and are measured by using enacted tax rates expected to apply to taxable income in the years in
which those differences are expected to reverse.

SFAS 109 requires a valuation allowance if, based on the weight of available evidence, it is more likely than not that
some portion of the deferred tax asset will not be realized. In determining the Company’s need for a valuation
allowance, the Company considers all available evidence, both positive and negative. The Company considers
current and future expected losses or profits, the length of the statutory carry-forward periods, the Company’s
history with operating loss and tax credit carry-forwards not expiring unused, and tax planning strategies. During
2008 and 2007, the Company incurred losses as a result of continued challenging market conditions. At December
31, 2008 and 2007, the Company’s deferred tax asset was $59.4 million and $55.9 million, respectively. Based on
the Company’s evaluation, a valuation allowance is not required as it is more likely than not that the deferred tax
asset will be realized. The Company will continue to evaluate the need for a valuation allowance in the future.

Effective January 1, 2007, the Company adopted the provisions of FASB Interpretation 48 (“FIN 48”), “Accounting
for Uncertainty in Income Taxes.” There was no impact to the Company’s financial statements as a result of
adopting FIN 48. FIN 48 requires that a company determine whether it is more-likely-than-not that a position will be
sustained upon examination by taxation authorities, based upon the technical merits of the position. A tax position
that meets the more-than-likely-not threshold is then measured to determine the amount of the tax benefit to
recognize in the financial statements. At December 31, 2008 and 2007, the Company did not have any unrecognized
tax benefits / liabilities.

The Company recognizes interest and penalties accrued related to unrecognized tax benefits / liabilities in income
tax recovery / expense.

(g) Stock-Based Compensation

The Company accounts for stock option grants and deferred share unit grants in accordance with SFAS 123(R),
“Share-Based Payment.” All stock options granted have exercise prices equal to the market value of the stock on the
date of the grant. Participants in the option plan can elect to purchase shares at the exercise price or receive cash
equal to the difference between the exercise price and the current market price.

Accordingly, the Company records and re-measures at each balance sheet date the fair value of these options using a
Black-Scholes option pricing model and deferred share units as a liability as disclosed in accounts payable. See
Note 8 “Stock-Based Compensation” for further discussion.

(h) Other Comprehensive Income

The Company adheres to U.S. GAAP reporting requirements with respect to the presentation and disclosure of other
comprehensive income; however, it has been determined by management that no material differences exist between
net income and comprehensive income for each of the periods presented.

(i) Earnings Per Share

Earnings per share is computed in accordance with SFAS 128, “Earnings per Share.” Basic earnings per share is
calculated by dividing net income by the weighted average number of common shares outstanding for the year.
Diluted earnings per share is calculated by dividing net income by the average number of common shares
outstanding including all dilutive potentially issuable shares under various stock option plans.
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BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

(j) Advertising Costs

The Company expenses advertising costs as incurred. For the years ended December 31, 2008, 2007 and 2006, the
Company incurred advertising costs of $14.0 million, $11.9 million and $10.7 million, respectively.

(k) Warranty Costs

Estimated future warranty costs are accrued and charged to cost of sales at the time the revenue associated with the
sale of each home is recognized. Factors that affect the Company’s warranty liability include the number of homes
sold, historical and anticipated rates of warranty claims, and cost per claim.

() Variable Interest Entities

In December 2003, the FASB issued revised FASB Interpretation 46 (Revised 2003) (“FIN 46R”), “Consolidation
of Variable Interest Entities” (“VIEs”), an Interpretation of Accounting Research Bulletin 51, “Consolidated
Financial Statements,” which replaced the previous version of FASB Interpretation 46 issued in January 2003 (“FIN
46”). The decision whether to consolidate a VIE begins with establishing that a VIE exists. A VIE exists when either
the total equity investment at risk is not sufficient to permit the entity to finance its activities by itself, or the equity
investor lacks one of three characteristics associated with owning a controlling financial interest. Those
characteristics are the direct or indirect ability to make decisions about the entity’s activities through voting rights or
similar rights, the obligation to absorb the expected losses of an entity, and the right to receive the expected residual
returns. The entity with the majority of the expected losses or expected residual returns of the entity or both is
considered to be the primary beneficiary of the entity and is required to consolidate such entity. The Company has
determined it is the primary beneficiary of certain VIEs which are presented in these financial statements under
“Consolidated land inventory not owned” with the interests of others included in “Minority interest.” See Notes 2
and 3 for further discussion on the consolidation of land option contracts and joint ventures.

(m) Derivative Financial Instruments and Hedging Activities

The Company accounts for its derivative and hedging activities in accordance with SFAS 133, “Accounting for
Derivative Instruments and Hedging Activities” (‘““SFAS 133””) and SFAS 149, “Amendment of Statement 133 on
Derivative Instruments and Hedging Activities” (‘‘SFAS 149°”). SFAS 133 and SFAS 149 require the Company to
recognize all derivative instruments at their fair value as either assets or liabilities on its balance sheet. The
accounting for changes in fair value (i.e. gains or losses) of a derivative instrument depends on whether the
Company has designated it, and whether it qualifies, as part of a hedging relationship and on the type of hedging
relationship. For those derivative instruments that are designated and qualify as hedging instruments, the Company
must designate the hedging instrument, based upon the exposure being hedged, as a fair value hedge, a cash flow
hedge or a hedge of a net investment in a foreign operation. The Company had no fair value hedges or hedges of a
net investment in foreign operations as of December 31, 2008 and as of December 31, 2007. For derivative
instruments that are designated and qualify as a cash flow hedge (i.e. hedging the exposure to variability in expected
future cash flows that are attributable to a particular risk), the effective portion of the gain or loss on the derivative
instrument is reported as a component of other comprehensive income and reclassified into earnings in the same line
item associated with the forecasted transaction in the same period or periods during which the hedged transaction
affects earnings (i.e. in ‘‘interest expense’” when the hedged transactions are interest cash flows associated with
floating-rate debt). The remaining gain or loss on the derivative instrument in excess of the cumulative changes in
the present value of future cash flows of the hedged item, if any, is recognized in the realized and unrealized gain
(loss) on derivatives in current earnings during the period of change. For derivative instruments not designated as
hedging instruments, the gain or loss is recognized in realized and unrealized gain (loss) on derivatives in the current
earnings during the period of change. Income and/or expense from interest rate swaps are recognized as an
adjustment to interest expense. The Company accounts for income and expense from interest rate swaps on an
accrual basis over the period to which the payments and/or receipts relate.

(n) Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements.” SFAS 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. Effective January 1, 2008, the Company adopted SFAS 157. SFAS 157
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

specifies a hierarchy of valuation techniques that are based on observable and unobservable inputs. Observable
inputs reflect readily obtainable data from independent sources, while unobservable inputs reflect our market
assumptions. The three levels of the hierarchy are as follows: level 1 inputs are derived from quoted prices for
identical instruments in active markets; level 2 inputs are derived from quoted prices for similar instruments in
active markets, quoted prices for identical or similar instruments in markets that are not active, and model-derived
valuations whose inputs are observable or whose significant value drivers are observable; and level 3 inputs which
are derived from instruments with primarily unobservable value drivers. SFAS did not have an impact on the
Company’s consolidated balance sheets, statements of operations or statements of cash flows, but did result in
certain additional disclosures. See Notes 2 and 12(e) and (f) for fair value disclosure.

In February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial
Liabilities.” SFAS 159 allows companies to choose to measure certain financial instruments and other items at fair
value. Companies electing the fair value option are required to report subsequent changes in fair value in earnings.
This Statement was effective for the Company’s fiscal year beginning January 1, 2008. The Company did not elect
the fair value option for any of its financial assets or financial liabilities under SFAS 159 and the standard has had
no impact on the Company’s consolidated financial statements.

In December 2007, the FASB issued SFAS 160, “Non-controlling Interests in Consolidated Financial
Statements.” SFAS 160 clarifies the accounting for non-controlling interests and establishes accounting and
reporting standards for the non-controlling interest in a subsidiary, including classification as a component of
stockholders’ equity. This statement is effective for fiscal years beginning on or after December 15, 2008 (the
Company’s fiscal year beginning January 1, 2009). The Company is currently reviewing the impact, if any, that
SFAS 160 may have on its consolidated financial statements.

In December 2007, the FASB issued SFAS 141R, “Business Combinations,” which replaces the previous version of
SFAS 141. SFAS 141R provides revised guidance for recognizing and measuring identifiable assets and goodwill
acquired, liabilities assumed, and any non-controlling interests in the acquiree as a result of business
combinations. The revised standard also provides disclosure requirements to enable users of the financial statements
to evaluate the nature and financial effects of the business combination. SFAS 141R is effective for fiscal years
beginning on or after December 15, 2008 (the Company’s fiscal year beginning January 1, 2009). The Company is
currently reviewing the impact, if any, that SFAS 141R may have on its consolidated financial statements.

In March 2008, the FASB issued SFAS 161, “Disclosures about Derivative Instruments and Hedging Activities — an
amendment of FASB Statement 133” (““SFAS 161°"). SFAS 161 is intended to improve financial reporting about
derivative instruments and hedging activities by requiring enhanced disclosures to enable investors to better
understand how and why an entity uses derivative instruments and the instruments’ effects on an entity’s financial
position, financial performance and cash flows. SFAS 161 is effective for financial statements issued for fiscal years
and interim periods beginning after November 15, 2008 with early application encouraged. The Company is
currently evaluating the impact that adopting SFAS 161 may have on its consolidated financial statements.

In May 2008, the FASB issued SFAS 162, “The Hierarchy of Generally Accepted Accounting Principles,” which
identifies the sources of accounting principles and the framework for selecting the principles to be used in the
preparation of financial statements of non-governmental entities that are presented in conformity with GAAP.
SFAS 162 is effective 60 days following the Security and Exchange Commission’s approval of the Public Company
Accounting Oversight Board amendments to AU Section 411, “The Meaning of Present Fairly in Conformity with
GAAP.” The Company does not expect the adoption of SFAS 162 to have a significant impact on the Company’s
consolidated financial statements.

In June 2008, the FASB issued FASB Staff Position (“FSP”) EITF 03-6-1, “Determining Whether Instruments
Granted in Share-based Payment Transactions Are Participating Securities” (‘‘FSP EITF 03-6-1""), which addresses
whether instruments granted in share-based payment transactions are participating securities prior to vesting and,
therefore, need to be included in the earnings allocation in computing earnings per share (‘‘EPS’’) under the two-
class method in accordance with SFAS 128, “Earnings Per Share”. FSP EITF 03-6-1 is effective for fiscal years
beginning after November 15, 2008 and earlier application is prohibited. The Company is currently evaluating the
effect that FSP EITF 03-6-1 may have on its consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

In December 2008, the FASB issued FSP SFAS 140-4 and FIN 46R-8, “Disclosures by Public Entities (Enterprises)
about Transfers of Financial Assets and Interests in Variable Interest Entities.” The document increases disclosure
requirements for public companies and is effective for reporting periods (interim and annual) that end after
December 15, 2008. The purpose of this FSP is to promptly improve disclosures by public entities and enterprises
until the pending amendments to SFAS 140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities”, and FIN 46R, “Consolidation of Variable Interest Entities”, are finalized and
approved by the FASB. The FSP amends SFAS 140 to require public entities to provide additional disclosures about
transferors’ continuing involvements with transferred financial assets. It also amends FIN 46R to require public
enterprises, including sponsors that have a variable interest in a variable interest entity, to provide additional
disclosures about their involvement with variable interest entities. This pronouncement is related to disclosure only
and will not have an impact on the Company’s consolidated financial position, results of operations or cash flows.

(o) Reclassification

Certain prior period amounts in the consolidated balance sheet have been reclassified to conform with the December
31, 2008 presentation. Specifically, other revolving financings, which had previously been shown as a component of
project specific and other financings, are shown separately. This reclassification had no impact on the Company’s
results from operations.

Note 2. Housing and Land Inventory

Housing and land inventory includes homes completed and under construction and lots ready for construction,
model homes and land under and held for development which will be used in the Company’s homebuilding
operations or sold as building lots to other homebuilders. The following summarizes the components of housing and

land inventory:
December 31

2008 2007
HOUSING INVENTOTY ...ovviveeeiieteeet ettt ettt ettt ettt s et esess et eae et easesessesessaseneas $ 440,394 $ 600,241
MOAEL ROIMIES ...t 54,165 58,042
Land and land under development ............ccoveiiiiiriineeee e 452,316 419,946

$ 946,875 $ 1,078,229

The Company capitalizes interest which is expensed as housing units and building lots are sold. For the years ended
December 31, 2008, 2007 and 2006, interest incurred and capitalized by the Company was $57.8 million,
$58.3 million and $58.9 million, respectively. Capitalized interest expensed as direct cost of sales for the same
periods was $29.1 million, $34.3 million and $24.7 million, respectively.

For the year ended December 31, 2008, the continued challenging housing market conditions resulted in a reduction
of average selling prices along with an increase in sales incentives and additionally, the Company recognized
$97.4 million of impairment charges related to housing and land inventory the Company directly owns (2007 —
$66.4 million). The $97.4 million in impairment charges is related to 2,326 lots primarily located in San Diego /
Riverside and the Washington D.C. Area. In addition, the Company wrote-off $17.7 million (2007 — $21.2 million)
primarily related to unentitled lot option agreements on 819 lots that had expired or which the Company is no longer
pursuing. The table below sets forth information regarding the Company’s fair value measurement method and
values basis used to determine fair value for the housing and land inventory impaired during the year:

Fair Value Measurement
Using Significant
Unobservable Inputs (Level 3)

Estimated fair value of housing and land inventory impaired during the year..........c..c.ccoccoueueeee. $ 310,098

In accordance with the provisions of SFAS 144 and SFAS 157, housing and land inventory with a carrying amount
of $407.5 million was written down to its fair value of $310.1 million resulting in an impairment charge of
$97.4 million, which was included in earnings for the year ended December 31, 2008 (December 31, 2007 —
$66.4 million).
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The fair value measurements for housing and land inventory were determined by comparing the carrying amount of
an asset to cash flows expected to be generated by the asset. To arrive at the estimated fair value of housing and
land inventory impaired during the third quarter, the Company estimated the cash flow for the life of each project.
These projections take into account the specific business plans for each project and management's best estimate of
the most probable set of economic conditions anticipated to prevail in the market area. Such projections generally
assume current home selling prices, cost estimates and sales rates for short-term projects are consistent with recent
sales activity. For longer-term projects, planned sales rates for 2009 and 2010 assume recent sales activity and
normalized sales rates beyond 2010. If the future undiscounted cash flows are less than the carrying amount, the
asset is considered to be impaired. If the assets are considered to be impaired, they are then written down to fair
value less estimated selling costs.

In December 2008, the Company sold 451 lots for cash proceeds of $18.5 million to an entity that is considered by
the Company’s largest stockholder to be a variable interest entity and is consolidated by its largest stockholder. The
Company believes that the transaction was on terms no less favorable than it would have agreed to with another

party.

In the ordinary course of business, the Company has entered into a number of option contracts to acquire lots in the
future in accordance with specific terms and conditions. Under these option agreements, the Company will advance
deposits to secure the right to purchase land or lots at a future point in time. The Company has evaluated its option
contracts and determined that, for those entities considered to be VIEs, it is the primary beneficiary of options with
an aggregate exercise price of $3.3 million (December 31, 2007 — 204 lots with an aggregate exercise price of $26.7
million) and are required to be consolidated. In these cases, the only asset recorded is the Company’s exercise price
for the option to purchase, with an increase in minority interest of $3.3 million (2007 — $21.8 million) for the
assumed third party investment in the VIE. Where the land sellers are not required to provide the Company financial
information related to the VIE, certain assumptions by the Company were required in its assessment as to whether or
not it is the primary beneficiary.

Housing and land inventory includes non-refundable deposits and other entitlement costs totaling $59.3 million
(2007 — $55.6 million) in connection with options that are not required to be consolidated under the provisions of
FIN 46R. The total exercise price of these options is $277.8 million (December 31, 2007 — $409.4 million) including
the non-refundable deposits identified above. The number of lots which the Company has obtained an option to
purchase, excluding those already consolidated and those held through joint ventures, and their respective dates of
expiry and their exercise price follows:

Number Total Exercise

Year of Expiry of Lots Price
2009 e et e e e —a e e e bt e e e bae e e abae e e tbeeeabaeeatteaeabaeeeanraeeanaraeaanes 56 $ 22,876
2010 et e e ettt e e e —te e et —eeeetteeeatateeetaeeeeteeeeaaeeaaanes 1,667 16,677
20T T e ettt e e e b e e e e bt e e e bt e e e tbeeeatbaeeetteeeantaeeeanbaeeesbaeennes 555 20,942
TREIEATIET ...ttt e et e et e et e e et e e s sabaeeeanaeee ettt e esnraeesnaeeeennnes 6,760 217,284
9,038 $ 277,779

During the year ended December 31, 2008, the Company wrote-off $17.7 million (December 31, 2007 —
$21.2 million) primarily related to unentitled lot option agreements on 819 lots which the Company is no longer
pursuing.

Investments in housing and land joint ventures includes $23.9 million of the Company’s share of non-refundable
deposits and other entitlement costs in connection with 1,987 lots under option. The Company’s share of the total
exercise price of these options is $93.2 million.

The Company holds agreements for a further 5,096 acres of land with non-refundable deposits and other entitlement
costs of $12.6 million which is included in housing and land inventory that may provide additional lots upon
obtaining entitlements with an aggregate exercise price of $72.0 million. However, given that the Company is in the
initial stage of land entitlement, the Company has concluded at this time that the level of uncertainty in entitling
these properties does not warrant including them in the above totals.
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In the ordinary course of business, the Company selectively acquires land that it anticipates will provide a minimum
return on invested capital. In the first quarter of 2008, the Company acquired its former partner’s 50% interest in one
of its joint ventures for cash consideration of $5.4 million and assumed project specific and other financings of
$9.0 million. As a result, the Company now owns 100% of this venture and, as of January 15, 2008, it is included in
the Company’s consolidated financial statements. This acquisition resulted in an increase to the Company’s housing
and land inventory of $29.2 million, an increase to project specific and other financings of $18.0 million and a
decrease in investments in housing and land joint ventures of $11.2 million. In the second quarter of 2008, the
Company acquired its former partner’s 50% interest in another joint venture for cash consideration of $1.4 million
and assumed project specific and other financings of $21.3 million. As a result, the Company now owns 100% of
this venture and, as of April 11, 2008, it is included in the Company’s consolidated financial statements. This
acquisition resulted in an increase to the Company’s housing and land inventory of $68.6 million, an increase to
project specific and other financings of $42.7 million, an increase to accounts payable and other liabilities of
$3.2 million, and a decrease in investments in housing and land joint ventures of $22.7 million. The Company’s
purchase price allocations for the acquisitions were based on estimated fair values.

Note 3. Investments in Housing and Land Joint Ventures

The Company participates in a number of joint ventures in which it has less than a controlling interest. Summarized
condensed financial information on a combined 100% basis of the joint ventures follows:

December 31

Assets 2008 2007
Housing and 1and iNVENTOTY .........ccoiiiiiieieieiieieete sttt eae b nan $ 310,026 $ 476,250
OFNET SSELS ...cuvviiurietieeteeetee et e eieeeteestteeteeetteeteeeteeeeseeeaseeseeesseeeseesaseenseeesseasssesnseeasseensaessneanns 9,242 11,526

$ 319,268 $ 487,776

Liabilities and Equity
Project Specific fINANCINGS ......ccveveieieiiiiiieieeee ettt et ss e se e eseeneenas $ 62,583 $ 193,259
Accounts payable and other Habilities ..........cccovvieririiiiiniiereeeee e 15,840 26,497
Investment and advances

BrooKIIEld HOIMIES ...ttt ettt e et e e s entaeesenaeeas 105,261 130,546
ORETS ..ttt et et h et et e et e s bt et e et e e st e s bt et e e bt ente bt ente bt enbenbeebeas 135,584 137,474
$ 319,268 $ 487,776

Revenue and Expenses
REVEIIUE ...ttt ettt et e et e e et e e e et e e et e eaeeeeaeeeateeeteesaseeeaeesaaeeseaesnneanns $ 21,547 $ 87,327
EXPOIISES ..ottt ettt ettt e h et bbbt et nbeeatenbeenae e (18,129) (98,289)
NEt INCOME / (L0SS) ..uvuvverteiietiieteistet ettt ettt ettt et ettt sttt b ettt eb ettt ae et ne e $ 3,418 $ (10,962)

Company’s share of net iNCOME / (L0SS) ....euveuerurrrieirtirieieieieieete sttt ettt eeesaens $ 3,302 $ 12,745

Impairment of investments in housing and land joint Ventures..............ccoecererererceinenenenens $ (37,863) $ (15,029)

In reporting the Company’s share of net income, all inter-company profits or losses from housing and land joint
ventures are eliminated on lots purchased by the Company from the joint ventures.

During 2008, in accordance with Accounting Principles Board Opinion No. 18 (“APB 18”), “The Equity Method of
Accounting for Investments in Common Stock,” the Company recognized impairment charges of $19.9 million
related to a joint venture as a result of continued deterioration in this project which resulted in the carrying value of
the Company’s investment in this joint venture exceeding the estimated fair value. Additionally, the joint venture
has received notice from its lender that it is in default on its $71.6 million loan. The Company has provided the
lender a several guarantee for fifty percent of the amount outstanding. The lender is currently proceeding to
foreclose on the property and the Company has accrued $18.0 million as its best estimate related to its $35.8 million
several guarantees which is included in accounts payable and other liabilities. The $18.0 million expense is included
in impairments of investments in housing and land joint ventures.
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As described in Note 1(c), joint ventures in which the Company has a non-controlling interest are accounted for
using the equity method. In addition, the Company has performed an evaluation of its existing joint venture
relationships by applying the provisions of FIN 46R.

The Company and/or its joint venture partners have provided varying levels of guarantees of debt in its joint
ventures. At December 31, 2008, the Company had recourse guarantees of $35.8 million (2007 — $8.5 million) and
limited maintenance guarantees of $22.6 million (December 31, 2007 — $76.1 million) with respect to debt in its
joint ventures.

Note 4. Receivables and Other Assets

The components of receivables and other assets included in the Company’s balance sheet are summarized as

follows:
December 31

2008 2007

TAXES TECEIVADIE ...t ettt a et e et et e et ae et eeae et eaesasenesneas $ 64,292 $ 18,433
Proceeds and escrow receivables 3,731 6,935
RefUNdable dePOSILS. ....cuveuieiieiietiitiitete ettt ettt ettt ne et aene 7,560 11,312
Mortgages and NOLES TECEIVADIE. ......cc.eeveriirieiieiieteeiete ettt ettt ettt ee st e esteeneenees 3,264 22
Prepaid EXPENSES. .. cviueneeuieiieiiet ettt ettt b ettt b et b ettt n et saenteeene 4,649 2,349
MiSCellanEous TECEIVADIES .........ccuviiieriiieeiie et eae e eeaaaeeeans 4,967 7,063
(011415 G 1T 1< £~ 3,870 3,952
$ 92,333 $ 50,066

Note 5. Project Specific Financings and Other Revolving Financings

Project specific financings of $433.6 million (2007 — $644.6 million) are revolving in nature, bear interest at floating
rates with a weighted average rate of 4.0 % as at December 31, 2008 (December 31, 2007 — 7.0%) and are secured
by housing and land inventory. The weighted average rate was calculated as of the end of each period, based upon
the amount of debt outstanding and the related interest rates applicable on that date. During the year ended
December 31, 2008, the remaining 50% interests in two joint ventures were acquired on which $60.7 million of debt
was assumed and remains outstanding at December 31, 2008.

Project specific financings also includes $3.1 million (December 31, 2007 — nil) of mortgage loans with an average
interest rate of 7.5%. See note 12(h) for further discussion.

Interest rates charged under project specific financings include LIBOR and prime rate pricing options. The
maximum amount of borrowings during the years ended December 31, 2008, 2007 and 2006 was $644.6 million,
$644.6 million, and $607.5 million, respectively. The average borrowings during 2008, 2007 and 2006 were
$546.9 million, $610.6 million, and $601.1 million, respectively.

Project specific financings mature as follows: 2009 — $210.9 million; 2010 — $193.8 million; and 2011 —
$28.9 million.

Other revolving financings of $315.0 million (December 31, 2007 — $90.0 million) consist of amounts drawn on an
unsecured revolving credit facility due to a subsidiary of the Company’s largest stockholder, Brookfield Asset
Management Inc., that bears interest at LIBOR plus 3.0% per annum and which at December 31, 2008 matured in
September 2009. This facility was increased in December 2008 to an aggregate principal amount not to exceed
$325.0 million. During the years ended December 31, 2008 and 2007, interest of $13.7 million and $5.0 million was
incurred related to this facility. At December 31, 2008, this facility required the Company to maintain minimum
stockholders’ equity of $300 million and a consolidated net debt to book capitalization of no greater than 70%.
During January 2009, this facility was increased to an aggregate principal amount not to exceed $350.0 million, the
maturity was extended to June 2010 and the covenants were amended on a temporary basis to June 2009 to maintain
minimum stockholders’ equity of $225.0 million and a consolidated net debt to book capitalization of no greater
than 80%. Based on the amended covenants, the Company is in compliance with all its covenants.
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Note 6. Accounts Payable and Other Liabilities

The components of accounts payable and other liabilities included in the Company’s balance sheet are summarized

as follows:
December 31

2008 2007

Trade payables and cost to complete aCCTUALS ........cc.cveieiriiininiicee e $ 41,247 $ 46,017
Warranty COStS (INOLE 12(C)) -verveererrerrieriieierieeterteetieteeite et sttebesteestesseesbesseentesseensesseensesseeneansesnes 13,123 17,844
CUSTOMIET AEPOSIES. ... e.eeeeenienieuietietertet ettt ettt e et e sttt e be st et e e eseeseebesbe et e s eneeneeseabesneaseneane 1,347 2,495
Stock-based COMPENSALION. .....cc.ieuieriiriieiietieteritet ettt sttt st ete st ete bt ebesteete st eneessesseensesnsesenns 5,328 13,164
Due to minority interest 16,469 23,573
Accrued and deferred compensation 15,454 46,304
Swap contracts (Note 12 (€) and (£))...veeveecuerieiienieieriesteie ettt se e sre e saeesnense e 25,809 6,523
Guarantee of joint venture debt (INOtE 3) .....cooiiiiiriiiieeiei e 18,000 —
(0711 1<) OO T PO PRRSRP 6,215 4,036

$ 142,992 $ 159,956

Note 7. Income Taxes

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of the assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes. The differences that

give rise to the net deferred tax asset are as follows:
December 31

2008 2007

Differences relating to PrOPEITICS. ......eeuerrirverieeierteeeerieetesteetessessresseeseessesseessesssessesseessesseessessens $ 38,761 $ 32,927
Compensation deductible for tax purposes When paid...........ccceveveeriieierieiienieniee e 6,055 20,434
OBRET ...ttt ettt ettt b ettt e st et e st e b e st es et e s et et e b e st b ese s et e s ese st ensebes e s esensesenn 14,622 2,582
$ 59,438 $ 55,943

The Company recognizes interest and penalties accrued related to unrecognized tax benefits / obligations in income
tax recovery / expense.

The Company has computed the tax provisions for the periods presented based upon accounting income, adjusted
for expenses that are not deductible for tax purposes. The provision for income taxes for each of the three years
ended December 31, 2008, 2007 and 2006 are as follows:

December 31

2008 2007 2006
CUITENE e eesseeesseeses $ (67,366 $ (68,730) $ 89,790
DETRITEA. ...ttt (3,495) (3,228) (3,298)
INCOME taX (TECOVETY) / EXPEIISE......cveeverierereeeereaeresieeseeseseseesesssesessesessenesens $ (70,861) $ (71,958) $ 86,492

A reconciliation of the statutory income tax rate and the effective rate follows:

December 31

2008 2007 2006
Statutory federal Tate...........cccoviviririeieiieiee e 35.0% 35.0% 35.0%
StAte INCOME TAX ...vvveeitiieieieiieii ettt ettt ebe st be s 3.0% 1.0% 4.0%
— 91.4% —
— 0.3% (2.2)%
38.0% 127.7% 36.8%

45



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except share and per share amounts)

Note 8. Stock-Based Compensation
Option Plan

Pursuant to the Company’s stock option plan, Brookfield Homes grants options to purchase shares of the
Company’s common stock at the market price of the shares on the day the options are granted. A maximum of
two million shares is authorized for issuance under the plan. Upon exercise of a vested option, participants can elect
to purchase shares at the exercise price or receive cash equal to the difference between the exercise price and the
current market price.

Total compensation recognized in income related to the Company’s stock options during the years ended December
31, 2008, 2007 and 2006 was income of $1.5 million, $5.7 million and $0.2 million, respectively.

The fair value of each of the Company’s stock option awards is estimated at each reporting date using a Black-
Scholes option-pricing model that uses the assumptions noted in the table below. The fair value of the Company’s
stock option awards, which are subject to graded vesting, is expensed over the vesting period of the stock options.
Expected volatility is based on historical volatility of the Company’s stock. The risk-free rate for periods within the
contractual life of the stock option award is based on the yield curve of a zero-coupon U.S. Treasury bond with a
maturity equal to the expected term of the stock option award granted. The Company uses historical data to estimate
stock option exercises and forfeitures within its valuation model. The expected term of stock option awards granted
for some participants is derived from historical exercise experience under the Company’s share-based payment plan
and represents the period of time that stock option awards granted are expected to be outstanding. The expected term
of stock options granted for the remaining participants is derived by using the simplified method.

The significant weighted average assumptions relating to the valuation of the Company’s stock options for the years
ended December 31, 2008 and 2007 were as follows:

2008 2007
DivIAend YIEld. ... .ceeuieiieiiiiiieeee ettt 0.0% 0.0% —2.53%
V0] B 15 113 11T PSRRI 72% 57%
RiSK-TE€ INEEIESE TALE ....evveteeiieiieitet ettt s 0.0% —2.3% 3.1% —3.6%
Expected option life (years) 0-6.5 0-7.0

The following table sets out the number of common shares that employees of the Company may acquire under
options granted under the Company’s stock option plan:

December 31, 2008 December 31, 2007 December 31, 2006

Weighted Weighted Weighted
Average Average Average
Per Share Per Share Per Share
Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding, beginning
of year.....coceevvvevienieienns 782,319 $ 30.11 678,051 $ 21.02 678,576 $ 10.52
Granted....... 210,000 $ 15.90 260,000 $ 36.41 140,000 $ 52.00
Exercised.... (117,319) $ 1.28 (155,732) $ 1.06 (140,525) $ 1.17
Cancelled........c..covveeuveeneenns — — — — _ _
Outstanding, end of year ..... 875,000 $ 30.57 782,319 $ 30.11 678,051 $ 21.02

Options exercisable at

year end........ccoeeveveeienenns 304,400 $ 30.39 256,919 $ 18.15 191,326 $ 9.81

The weighted average grant date fair value of options granted during 2008 was $6.65 per option compared to $12.17
per option in 2007. The intrinsic value of options exercised during 2008 and 2007 was $1.0 million and
$4.5 million, respectively. Shares were issued out of treasury stock for options exercised during the year except
those where the cash feature was utilized. At December 31, 2008, the aggregate intrinsic value of options currently
exercisable is $0.1 million and the aggregate intrinsic value of options outstanding is $0.1 million.
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At December 31, 2008, there was $0.2 million of unrecognized compensation expense related to unvested options,
which is expected to be recognized over a weighted average period of approximately 2.6 years.

The following table summarizes information about stock options held by employees of the Company outstanding at
December 31, 2008:

Options Weighted Options

Outstanding at Average Exercisable at

December Remaining December

Exercise Prices Per Share 31, 2008 Contract Life 31, 2008
S L4 e e 46,000 4.2 years 46,000
S 2194 oo 95,000 5.2 years 76,000
B 36,25 e aan 124,000 6.2 years 74,400
F52.00 i 140,000 7.2 years 56,000
B 3641 oo 260,000 8.2 years 52,000
B 1590 e 210,000 9.2 years —
875,000 7.5 years 304,400

Deferred Share Unit Plans

The Company has adopted a Deferred Share Unit Plan (“DSUP”) under which certain of its executive officers and
directors may, at their option, receive all or a portion of their annual bonus awards or retainers, respectively, in the
form of deferred share units. The annual awards are convertible into units based on the closing price of the
Company’s shares on the New York Stock Exchange on the date of the award. The portion of the annual bonus
award elected by an officer to be received in units may be increased by a factor of up to two times for purposes of
calculating the number of units to be allocated under the plan. The deferred share unit plan was amended in
February 2008 to permit the Compensation Committee to award deferred share units to our executives in order to
further align the recipients’ interests with those of our stockholders. An executive or director who holds units will
receive additional units as dividends are paid on shares of the Company’s common stock, on the same basis as if the
dividends were reinvested. The units vest over a five year period and participants are allowed to redeem the units
only upon ending their employment with the Company through retirement, termination or death, after which time
the units terminate unless redeemed no later than 12 months following such retirement, termination or death. The
cash value of the units, when redeemed, will be equivalent to the market value of an equivalent number of shares of
the Company’s common stock where written notice of redemption is received.

In addition, the Company has adopted a Senior Operating Management Deferred Share Unit Plan (“MDSUP”) under
which certain senior operating management employees receive a portion of their annual compensation in the form of
deferred share units.

The DSUP and the MDSUP provide that no shares of the Company’s common stock will be issued, authorized,
reserved, purchased or sold at any time in connection with units allocated and under no circumstances are units
considered shares of common stock, or entitle any participant to the exercise of any other rights arising from the
ownership of shares of common stock. As of December 31, 2008, the Company had granted 925,999 units under the
DSUP of which 793,882 were outstanding at December 31, 2008, and of which 728,546 units are vested and 65,336
units vest over the next five years. As of December 31, 2008, the Company had granted 73,375 units under the
MDSUP, all of which were outstanding at December 31, 2008. Total compensation recognized in income in
connection with the DSUP and MDSUP for the years ended December 31, 2008, 2007 and 2006 were income of
$5.6 million, $12.4 million and $4.1 million, respectively. Compensation recognized in income will fluctuate based
on the year end share price.

Note 9. Minority Interest

Minority interest represents the equity in consolidated subsidiaries that is owned by others. Total minority interest
as at December 31, 2008 of $56.1 million (2007 — $76.5 million) consisted of the following:
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(a) Ownership interests of certain business unit presidents of the Company totaling $49.9 million (December 31,
2007 — $52.9 million). In the event a business unit president (“Minority Member”) of the Company is no longer
employed by an affiliate of the Company, the Company has the right to purchase the Minority Member’s interest
and the Minority Member has the right to require the Company to purchase their interest. Should such rights be
exercised, the purchase price will be based on the then estimated bulk sales value of the business unit net assets.

(b) Third party investments of consolidated variable interest entities of $3.3 million (December 31, 2007 —
$21.8 million) and of consolidated joint ventures of $2.9 million (2007 — $1.8 million).

(c) Included in accounts payable and other liabilities are amounts placed on deposit with the Company by holders
of minority interest of $16.5 million (2007 — $23.6 million) (see Note 6).

Note 10. Stockholders’ Equity
(a) Preferred Stock — The Company currently does not have shares of preferred stock outstanding.

(b) Treasury Stock — The Company’s Board of Directors approved a share repurchase program that allows the
Company to repurchase in aggregate up to $144 million of the Company’s outstanding common shares, of which the
remaining amount approved for repurchases at December 31, 2008 was $48.8 million. During the years ended
December 31, 2008 and 2007, the Company did not repurchase any shares.

(c) Dividends — During the year, the Company’s Board of Directors paid a cash dividend of $0.20 per common
share in June.

(d) Exercise of Stock Options — During the year ended December 31, 2008, certain officers exercised options to
purchase a total of 105,319 shares of the Company’s common stock at an average price of $1.22 per share. An
additional 12,000 options were exercised using the cash feature. During the year ended December 31, 2007, certain
officers exercised options to purchase a total of 108,907 shares of the common stock at an average price of $1.00 per
share. An additional 46,825 options were exercised using the cash feature.

Note 11. Earnings Per Share

Basic and diluted earnings per share for the years ended December 31, 2008, 2007 and 2006 were calculated as
follows (in thousands except per share amounts):
Years Ended December 31

2008 2007 2006
Numerator:
Net (10SS) / INCOME ......eveevieriericieeieieeeee ettt ettt et eaeenas $(115,615) $ 15,627 $ 148,354
Denominator:
Basic average shares outstanding ............cecceeeeveeneeienieneenenieneneeeeneen 26,688 26,627 26,874
Net effect of stock options assumed to be exercised.........ccooverververrenenns — 224 369
Diluted average shares outstanding ............ccoceeveeveeienienienenieneneeieeen 26,688 26,851 27,243
Basic (loss) / earnings per Share ...........ccccoeeeeveeevrieeneeeneennne. e % 433 $ 0.59 $ 5.52
Diluted (loss) / earnings per share $ (433 $ 0.58 $ 5.45

At December 31, 2008, outstanding options to purchase 0.9 million shares were considered anti-dilutive and were
excluded from the computation of diluted earnings per share (December 31, 2007 — 0.6 million).

Note 12. Commitments, Contingent Liabilities and Other

(a) The Company, in the normal course of its business, has issued performance bonds and letters of credit pursuant
to various facilities which at December 31, 2008, amounted to $148.3 million (December 31, 2007 — $211.9 million,
2006 — $248.7 million) and $11.6 million (December 31, 2007 — $19.3 million, 2006 — $22.8 million), respectively.
The majority of these commitments have been issued to municipal authorities as part of the obligations of the
Company in connection with the land servicing requirements.
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(b) The Company is party to various legal actions arising in the ordinary course of business. Management believes
that none of these actions, either individually or in the aggregate, will have a material adverse effect on the financial
condition or results of operations of the Company.

(¢) When selling a home, the Company’s subsidiaries provide customers with a limited warranty. The Company
estimates the costs that may be incurred under each limited warranty and records a liability in the amount of such
costs at the time the revenue associated with the sale of each home is recognized. In addition, the Company has
insurance in place where its subsidiaries are subject to the respective warranty statutes in the State where the
Company conducts business which range up to 10 years for latent construction defects. Factors that affect the
Company’s warranty liability include the number of homes sold, historical and anticipated rates of warranty claims,
and cost per claim. The Company periodically assesses the adequacy of its recorded warranty liabilities and adjusts
the amounts as necessary. The following table reflects the changes in the Company’s warranty liability for the years
ended December 31, 2008, 2007 and 2006:

2008 2007 2006
Balance, at beginning Of YEar .........ccecvvueirieirieieirieisee e § 17,844 $ 19,569 $ 17,743
Payments and other adjustments made during the year ...........c.coccoeveenncnn. (7,872) (6,682) (4,689)
Warranties issued during the year 3,151 4,957 6,515
Balance, at end Of Year........cocciviiiiiiiiieieee e $ 13,123 $ 17,844 $ 19,569

(d) The Company leases certain facilities under non-cancelable operating leases. Rental expense incurred by the
Company amounted to $3.6 million for 2008 (December 31, 2007 — $4.5 million). At December 31, 2008, future
minimum rent payments under these operating leases were as follows:

Lease

Payments

2009 ..ttt ettt ettt a e e bt e st e teehte bt e atenteehten b e ehteate Rt enbeeheente bt enbe ekt enteeheen s e bt enaenbeentenbeeteentenean $2,803
2010 ettt ettt ettt et ettt et e te et et e et e et e et t e b e et b ebeera e beattesbaettenba ekt esseeheenbateesbeeteenbeetsenbeeaeesbebeesaesteestenbenteensereas $1,429
20T ] ettt ettt ettt ettt e etteebe et e beera e beett e beeteeabeetseabeeheeabeaeeabeeteenbeetsenbeereeabeteers e reertebeeteensereas $1,030
2012 ettt ettt ettt ettt e st e et et e e st e b e e Rt e te st e bt e st ente Rt enbeeseente Rt en s e s e ente st enbeeseenteeReenseteesaenseeneenseeteensesean $ 861
TREICATIET ...oviviiti ettt ettt et ettt et e e tb e teeteeabeeasebeesseabeeasesbeeseenseessesseeseenseteesseseessenseeasensereas $ 414

(¢) The Company is exposed to financial risk that arises from the fluctuations in interest rates. The interest bearing
assets and liabilities of the Company are mainly at floating rates and, accordingly, their fair values approximate
carrying value. The Company would be negatively impacted, on balance, if interest rates were to increase. From
time to time, the Company enters into interest rate swap contracts. As at December 31, 2008, the Company had
seven interest rate swap contracts outstanding which effectively fixed $260.0 million of the Company’s variable rate
debt at an average rate of 7.5%. The contracts expire between 2009 and 2017. At December 31, 2008, the fair
market value of the contracts was a liability of $25.6 million (2007 — liability of $6.2 million) and was included in
accounts payable and other liabilities. Expense of $19.4 million was recognized during the year ended December 31,
2008 (2007 — expense of $8.5 million) and was included in other (expense) / income. All interest rate swaps are
recorded at fair market value in the statements of operations because hedge accounting has not been applied.

Fair Value Measurement
Using Significant
Observable Inputs (Level 2)

Interest rate swap contracts at December 31, 2008.........c.ccceririiniriininiiiieeceeeeeeee $ (25,648)

(f) In July 2007, the Company’s equity swap transaction was amended to mature during July 2008 at an average
cost per share of $28.41, and effectively fixed the stock compensation liability on 1,003,302 shares. This agreement,
as subsequently amended, matured with a notional equity swap amount at an average cost of $12.63 per share on
1,022,987 shares. During July 2008, a new equity swap transaction was entered into at an average cost of $12.31 per
share on 1,022,987 shares which mature during July 2009. During December 2008, the notional amount of the
equity swap was amended to an average cost of $4.29 per share. At December 31, 2008 and 2007, the fair market
value of the equity swap was a liability of $0.2 million and $0.3 million, respectively and was included in accounts
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payable and other liabilities. An expense of $11.3 million and expense of $19.2 million was recognized during the
years ended December 31, 2008 and 2007, respectively, and was included in selling, general and administrative
expense. The equity swap is recorded at fair market value in the statements of operations because hedge accounting
has not been applied.
Fair Value Measurement
Using Significant
Unobservable Inputs (Level 3)

Equity swap contract at December 31, 2008...........ccooiiiriirieiieirieereeeee e $ (161)

(h) The Company offers mortgage brokerage services exclusively to its customers in each of its markets. The
Company has agreements with various lenders to receive a fee on loans made by the lenders to customers that the
Company introduces to the lenders. The Company provides mortgage origination services to its customers in the
Washington D.C. Area and does not retain or service the mortgages it originates. The Company customarily sells all
of the loans and loan servicing rights that it originates in the secondary market within a month of origination and on
a limited recourse basis, generally limited to early payments, defaults, or fraud and misrepresentation.

Note 13. Segment Information

As defined in SFAS 131, “Disclosures About Segments of an Enterprise and Related Information,” the Company
has five operating segments. The Company has four reportable segments: Northern California, Southland / Los
Angeles, San Diego / Riverside, and the Washington D.C. Area.

The Company is a land developer and residential homebuilder. The Company is organized and manages its business
based on the geographical areas in which it operates. Each of the Company’s segments specializes in lot entitlement
and development and the construction of single-family and multi-family homes. The Company evaluates
performance and allocates capital based primarily on return on assets together with a number of other risk factors.
Earnings performance is measured using segment operating income. The accounting policies of the segments are the
same as those described in Note 1, “Significant Accounting Policies.”

Years ended December 31

Revenues 2008 2007 2006
NOTThern CalifOrNIA. ........eeiuiieeieeeee et $ 128,878 $ 120,684 $ 114,775
Southland / Los ANGEIES .......ecueeiiriirieriieiereeiesteeee ettt 93,828 205,990 267,515
San Diego / RIVEISIAC ......ouveuiieiriiiiieieieeee e e 86,745 89,556 208,519
Washington D.C. ATCa.........ccerieruirierieniieieeiieie ettt s 135,416 155,489 234,261
Corporate and other 4,136 11,635 47,210
TOLAl FEVEIUES ......veeeeveeeie ettt ettt ettt e e e eeaeeeaaeeeaeeeneeeeaeeennean $ 449,003 $ 583,354 $ 872,280

Years ended December 31

2008 2007 2006
Segment Operating (Loss) / Income
NOTthern CalifOrNIa.......coovieieee et $ (29,213) $ 249 $ 57,496
Southland / Los ANGELES .......ccuevuierieriieiieiieiesieeieste ettt (18,923) 12,475 51,975
San Diego / RIVEISIAC .....cc.erveieieiieiiiiieiesie s (87,571) (16,823) 85,646
Washington D.C. AT€a.......cceevuiriiieriiieiieierieeeeete e (33,147) (40,471) 38,214
Corporate and other (35,244) (18,789) 19,893
Total operating (loss) / income (204,098) (63,359) 253,224
MINOTILY INETESE ..c.veevvitieieieeieie ettt se et e e seeensesseesaesseens 17,622 7,028 (18,378)
(L0sSs) / INCOME DEFOIE tAXES ....oovievverierieiieiieiicteeie et ete e ere e eaeens $ (186,476) $ (56,331) $ 234,846
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December 31

Housing and Land Assets @ 2008 2007
NOFhern CalIfOITA. ... ..cveveieeieticieceeeteeee ettt ettt ettt et eveete et et ns s ersereeseeseseneenees $ 240,469 $ 310,946
Southland / LoS ANZELES ....c.eueuieiieiieiietertee ettt sttt eee e 143,526 198,483
San DIieg0 / RIVETSIAC ....c.veeuieiieiieiieiieie ettt ettt ettt ettt et esbeeste st esbesteeneesaeenseseeennens 366,467 387,575
WaShiNGton D.C. ATCA.......ccuerieriieieieeieie et esteete et e ste st etesteesaesseesessaessesseessessesssenseassensensaens 246,805 287,994
Corporate and OTNET ........c.oiuiiiiiiiiieeee ettt ettt ettt sttt e e e b eabesbeeneens 58,197 50,525

$1,055,464 $1,235,523

(1) Consists of housing and land inventory, investments in housing and land joint ventures and consolidated land inventory not owned.

The following tables set forth additional financial information relating to the Company’s reportable segments:

Years Ended December 31

2008 2007 2006
Impairments and Write-offs of Option Deposits
NOTHEN CAlITOTIIA ..ot e eae s $ 21,172 $ 4,700 $ —
Southland / Los ANZEIES ......ec.eeruiriiiieriieienieeteieeee ettt 15,695 3,300 4,970
San Diego / RIVETSIAE........cveruieriieiieierieeieee ettt 42,498 32,982 —
Washington D.C. ATCa ......c.ccceeveruieierieeiieieeieee ettt sae e se e e enas 35,759 46,648 5,418
Corporate and Other.........ccooieiiiriiiieeeee e — — —
$ 115,124 $ 87,630 $ 10,388
Equity in (Loss) / Earnings from Housing and Land Joint Ventures
Northern CalifOrnia...........oceeeiiieuieieiieiieeee et $ — $ 7,675 $ 42,629
Southland / Los ANEEIEs .......cccecevirinieiiiiiiinineeceeeceeeeeeeee e — — (552)
San Diego / Riverside......... 1,974 3,832 12,853
Washington D.C. Area..... 14 302 3,354
Corporate and OtheT..........coouiiiiiiiriiiiiieiereee et 1,314 936 —
$ 3302 $ 12,745 $ 58,284
Impairments of Investments in Housing and Land Joint Ventures
Northern CalifOrnia..........cocieveeieieieiiieieieeeeceeee et $ — $ (7,894) $ —
Southland / Los Angeles ... — (7,135) —
San Diego / RIVETSIAC. .....c.evveeieriieierieeieie ettt sttt see e saeeaeens (37,863) — —
Washington D.C. Ar€a ........cceoueiiiiiiiiereeeee e — — —
Corporate and OtheT ...........oouiriiiiriiiinieeeee e — — —
$ (37,863) $ (15,029) $ —
December 31
2008 2007
Investments in Housing and Land Joint Ventures
NOTHErN CAlIfOTIIA. ......c.eevieiieeieietiieteet ettt ettt ettt et b st ae s s essesess s e s esens $ — $ —
SOUthland / LOS ANGEIES .......evvirieriieieiieierieeieste et ste et e ste et e stesseesteesaessesseeseesaensesseensesssensessnens 46,604 32,541
San DIEO / RIVEISIAC .....cuveeiiieiieiieiieiietertee ettt ettt ene e 1,942 50,165
Washington D.C. ATA.......couiiiiiiiiieieiiete ettt ettt ettt ettt et et et e bt eatenbeseaens 42,838 41,777
Corporate and OTNET ........c.eoiiiiriieierieeiett ettt ettt sttt e st e b st esbesteenbesbeensesseennens 13,877 6,063
TOtAL bbbt b bbbt e ne $ 105,261 $ 130,546

All revenues are from external customers and are of origin in the United States. There were no customers that
contributed 10% or more of the Company’s total revenues during the years ended December 31, 2008, 2007 and
2006. All of the Company’s assets are in the United States.
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Note 14. Subsequent Event

During December 2008, the Company announced that it filed a registration statement with the Securities and
Exchange Commission with respect to a proposed rights offering to its common stockholders of up to 10,000,000
shares of 8% convertible preferred stock. Each whole right will entitle the holder to purchase one share of
convertible preferred stock for $25.00. Each share of preferred stock will be convertible into common stock, at an
initial conversion rate of 3.571428571 shares of common stock (equivalent to a conversion price of $7.00 per share
of common stock). Under the proposed rights offering, stockholders will receive 0.3735701 subscription rights for
each share of common stock owned on the record date, subject to adjustment as contemplated by the terms of the
rights offering. The record, commencement and expiry dates for the offering will be determined at the time that the
registration statement relating to the rights offering becomes effective.

Should the rights offering be fully subscribed, the Company expects to receive gross proceeds of $250.0 million
upon issuance of the shares of convertible preferred stock. The proceeds from the rights offering will be used for
general corporate purposes, including repayment on the credit facility due to a subsidiary of the Company’s largest
stockholder, Brookfield Asset Management Inc.

Stockholders who fully exercise their rights will be entitled to subscribe for additional shares of convertible
preferred stock, if available, that were not subscribed for by other rights holders. Brookfield Asset Management Inc.
has indicated its intention to exercise in full its subscription rights, and any over-subscription rights to which it may
be entitled, but it has not entered into a binding agreement to do so.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None.

Item 9A. Controls and Procedures

Conclusions Regarding the Effectiveness of Disclosure Controls and Procedures

As of December 31, 2008, an evaluation of the effectiveness of our “disclosure controls and procedures” (as defined
in Rules 13a-15(e) and 15d-15(e) of the United States Securities Exchange Act of 1934 (the “Exchange Act”)) was
carried out under the supervision and with the participation of our Chief Executive Officer (“CEO”) and Chief
Financial Officer (“CFO”). Based upon that evaluation, the CEO and CFO have concluded that as of December 31,
2008, our disclosure controls and procedures are effective: (i) to ensure that information required to be disclosed by
us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in the Securities and Exchange Commission rules and forms; and (ii) to ensure that
information required to be disclosed in the reports that we file or submit under the Exchange Act is accumulated and
communicated to our management, including our CEO and CFO, to allow timely decisions regarding required
disclosure.

It should be noted that while our management, including the CEO and CFO, believe our disclosure controls and
procedures provide a reasonable level of assurance that such controls and procedures are effective, they do not
expect that our disclosure controls and procedures or internal controls will prevent all error and all fraud. A control
system, no matter how well conceived or operated, can provide only reasonable, not absolute, assurance that the
objectives of the control system are met.

There was no change in our internal control over financial reporting during the quarter ended December 31, 2008,
that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting,
as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the participation of our
management, including our principal executive officer and principal financial officer, we conducted an evaluation of
the effectiveness of our internal control over financial reporting using the framework in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(“C0OSO”). Based on our evaluation under the framework in Internal Control — Integrated Framework, our
management concluded that our internal control over financial reporting was effective as of December 31, 2008.
We have not identified any material weakness in our internal control over financial reporting.

Internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

The effectiveness of our internal control over financial reporting as of December 31, 2008 has been audited by
Deloitte & Touche, LLP, an independent registered public accounting firm, as stated in their report which is
included herein.
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REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS

To the Board of Directors and Stockholders of Brookfield Homes Corporation

We have audited the internal control over financial reporting of Brookfield Homes Corporation and subsidiaries (the
“Company”) as of December 31, 2008, based on the criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s management
is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management's Report on
Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected
by the company's board of directors, management, and other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion
or improper management override of controls, material misstatements due to error or fraud may not be prevented or
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2008, based on the criteria established in Internal Control — Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements as of and for the year ended December 31, 2008 of the Company and
our report dated February 9, 2009 expressed an unqualified opinion on those financial statements.

9M+@ML LLP

Independent Registered Chartered Accountants
Licensed Public Accountants

Toronto, Canada

February 9, 2009
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Item 9B. Other Information

None.

PART Il

Item 10. Directors, Executive Officers and Corporate Governance

Information about our directors and the remaining information called for by this item is incorporated by reference
from our 2009 definitive proxy statement, which will be filed with the Securities and Exchange Commission not
later than April 30, 2009 (120 days after the end of our fiscal year). The following table provides the name, age and
position of each of our current executive officers and significant employees.

Name Age Position Held

Executive Officers:

Ian G. Cockwell 61 President and Chief Executive Officer
Craig J. Laurie 37 Executive Vice President and Chief Financial Officer
William B. Seith 59 Executive Vice President, Risk Management

Significant Employees:

Stephen P. Doyle 51 President, Brookfield Homes San Diego Holdings LLC
Adrian Foley 46 President, Brookfield Homes Southland Holdings LLC
Robert Hubbell 51 President, Brookfield Washington LLC

John J. Ryan 49 President, Brookfield Homes Bay Area Holdings LLC
Richard T. Whitney 45 President, Brookfield California Land Holdings LLC

lan Cockwell was appointed President and Chief Executive Officer in October 2002. From 1994 to December 2002,
Mr. Cockwell served in various senior executive positions with Brookfield Residential Group, a division of
Brookfield Properties. From 1998 to December 2002, Mr. Cockwell was Chairman and Chief Executive Officer of
Brookfield Residential Group.

Craig Laurie was appointed Executive Vice President and Chief Financial Officer in October 2008. Mr. Laurie has
served as Chief Financial Officer of Crystal River from April 2007 and from June 2003 to March 2007 served as the
Chief Financial Officer of Brookfield Properties Corporation, and has held various other positions with Brookfield
Asset Management Inc. and associated companies. Mr. Laurie joined Brookfield Asset Management Inc. in 1997
and holds a Chartered Accountant designation.

William Seith was appointed Executive Vice President, Risk Management in October 2002. From 1994 to December
2002, Mr. Seith served in various senior executive positions with Brookfield Residential Group.

Stephen Doyle was appointed President of our San Diego / Riverside business unit in 1996. Mr. Doyle has 29 years
of experience in the real estate industry. Prior to joining Brookfield Properties, Mr. Doyle spent 15 years working
for other California homebuilders. Mr. Doyle is a licensed attorney and registered civil engineer in California.

Adrian Foley was appointed President of our Southland / Los Angeles business unit in 2004. Mr. Foley has 21 years
of experience in the real estate industry. Prior to joining Brookfield in 1996, Mr. Foley was employed by another
California homebuilder. Mr. Foley holds a bachelors degree in Building from the University of Greenwich, London.

Robert Hubbell was appointed President of our Washington D.C. Area business unit in 1998. Mr. Hubbell has
25 years of experience in the real estate industry and has been with Brookfield for 18 years. Mr. Hubbell holds a
bachelors degree in civil engineering.

John Ryan was appointed President of our San Francisco Bay Area business unit in 1995. Mr. Ryan has 25 years of
real estate and development experience. After six years as a manager in public accounting, specializing in real
estate, Mr. Ryan spent eight years with another public homebuilder before joining Brookfield Properties in 1995.
Mr. Ryan is a licensed Certified Public Accountant and general contractor.

Richard Whitney was appointed President of Brookfield California Land Holdings LLC in 2002. Prior to his
appointment, Mr. Whitney served as Senior Vice President, Finance of Brookfield Residential Group. Mr. Whitney
joined Brookfield Properties in 1994,
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Item 11. Executive Compensation

The information called for by this item is incorporated by reference from our 2009 definitive proxy statement, which
will be filed with the Securities and Exchange Commission not later than April 30, 2009 (120 days after the end of
our fiscal year).

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

The information called for by this item is incorporated by reference from our 2009 definitive proxy statement, which
will be filed with the Securities and Exchange Commission not later than April 30, 2009 (120 days after the end of
our fiscal year), except for the information required by this item with respect to equity compensation plans which is
set forth under Item 5 of this annual report on Form 10-K and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information called for by this item is incorporated by reference from our 2009 definitive proxy statement, which
will be filed with the Securities and Exchange Commission not later than April 30, 2009 (120 days after the end of
our fiscal year).

Item 14. Principal Accounting Fees and Services

The information called for by this item is incorporated by reference from our 2009 definitive proxy statement, which
will be filed with the Securities and Exchange Commission not later than April 30, 2009 (120 days after the end of
our fiscal year).

PART IV

Item 15. Exhibits, Financial Statement Schedules

(a) The following documents are filed as part of this report:

(i) Financial Statements:
See Item 8 of this report, beginning on page 31.

(i) Financial Statement Schedules:
Schedules for which provision is made in the applicable accounting regulations of the Securities and
Exchange Commission have either been incorporated in the consolidated financial statements and
accompanying notes or are not applicable to us.

(iii) Exhibits:
Refer to the Exhibit Index to this report.

56



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on this 13th day of
February, 2009.

BROOKFIELD HOMES CORPORATION

By: /s/ TAN G. COCKWELL
Tan G. Cockwell
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ ROBERT L. STELZL

Robert L. Stelzl Chairman of the Board February 13, 2009

/s/ IAN G. COCKWELL

Ian G. Cockwell President and Chief Executive Officer and February 13, 2009
Director (Principal Executive Officer)

/s/ CRAIG J. LAURIE February 13, 2009

Craig J. Laurie Executive Vice President and Chief
Financial Officer (Principal Financial
Officer and Principal Accounting Officer)

/s ROBERT A. FERCHAT

Robert A. Ferchat Director February 13, 2009

/s/ J. BRUCE FLATT

J. Bruce Flatt Director February 13, 2009

/s/ BRUCE T. LEHMAN

Bruce T. Lehman Director February 13, 2009

/s/ ALAN NORRIS

Alan Norris Director February 13, 2009

/s/ TIMOTHY R. PRICE Director February 13, 2009

Timothy R. Price

/s/ DAVID M. SHERMAN

David M. Sherman Director February 13, 2009

/sl MICHAEL D. YOUNG

Michael D. Young Director February 13, 2009
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EXHIBIT INDEX

Exhibit Description

2.1

2.2

23

24

2.5

2.6

3.1

32

4.1

42
43
4.4
45
46
4.7
48

4.9

4.10

4.11*
10.1

10.2+
10.3%

10.4+

Purchase Agreement between Brookfield California Holdings Inc. and Brookfield Homes Corporation,
effective as of September 30, 2002 — Incorporated by reference to Exhibit 2.1 of the Registrant’s
Registration Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.
Purchase Agreement between Brookfield Homes (US) Inc. and Brookfield Homes Holdings Inc.,
effective as of September 30, 2002 — Incorporated by reference to Exhibit 2.2 of the Registrant’s
Registration Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.
Purchase Agreement between Brookfield Washington Inc. and Brookfield Homes Holdings Inc.,
effective as of September 30, 2002 — Incorporated by reference to Exhibit 2.3 of the Registrant’s
Registration Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.
Purchase Agreement between Brookfield Homes of California Inc. and Brookfield Homes Holdings Inc.,
effective as of September 30, 2002 — Incorporated by reference to Exhibit 2.4 of the Registrant’s
Registration Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.
Purchase Agreement between Brookfield Washington Inc., Brookfield Homes of California Inc. and
Brookfield Homes Corporation, effective as of September 30, 2002 — Incorporated by reference to
Exhibit 2.5 of the Registrant’s Registration Statement on Form 10 (Commission File No. 001-31524)
filed with the Commission.

Purchase Agreement between Brookfield Homes of California Inc. and Intercontinental Investment &
Development Bank Corporation, effective as of September 30, 2002 — Incorporated by reference to
Exhibit 2.6 of the Registrant’s Registration Statement on Form 10 (Commission File No. 001-31524)
filed with the Commission.

Amended and Restated Certificate of Incorporation — Incorporated by reference to Exhibit 3.1 of the
Registrant’s Registration Statement on Form 10 (Commission File No. 001-31524) filed with the
Commission.

By-laws — Incorporated by reference to Exhibit 3.2 of the Registrant’s Registration Statement on
Form 10 (Commission File No. 001-31524) filed with the Commission.

Description of Common Stock (see Article FOURTH of Exhibit A to Exhibit 3.1) — Incorporated by
reference to Exhibit 4.1 of the Registrant’s Registration Statement on Form 10 (Commission File
No. 001-31524) filed with the Commission.

Form of Deposit Facility — Incorporated by reference to Exhibit 4.2 of the Registrant’s Annual Report on
Form 10-K filed with the Commission on March 15, 2004.

Revolving Credit Facility dated June 12, 2006 — Incorporated by reference to Exhibit 4.1 of the
Registrant’s Quarterly Report on Form 10-Q filed with the Commission on August 9, 2006.

Amendment to Revolving Credit Facility dated March 5, 2007 — Incorporated by reference to Exhibit
99.1 of the Registrant’s Current Report on Form 8-K filed with the Commission on March 5, 2007.
Amendment to Revolving Credit Facility dated October 11, 2007 — Incorporated by reference to Exhibit
99.1 of the Registrant's Current Report on Form 8-K filed with the Commission on October 17, 2007.
Amendment to Revolving Credit Facility dated February 7, 2008 — Incorporated by reference to Exhibit
99.1 of the Registrant’s Current Report on Form 8-K filed with the Commission on February 7, 2008.
Amendment to Revolving Credit Facility dated July 23, 2008 — Incorporated by reference to Exhibit 99.1
of the Registrant’s Current Report on Form 8-K filed with the Commission on July 25, 2008.
Amendment to Revolving Credit Facility dated October 8, 2008 — Incorporated by reference to Exhibit
99.1 of the Registrant’s Current Report on Form 8-K filed with the Commission on October 10, 2008.
Amendment to Revolving Credit Facility dated December 17, 2008 — Incorporated by reference to
Exhibit 99.1 of the Registrant’s Current Report on Form 8-K filed with the Commission on December
19, 2008.

Amendment to Revolving Credit Facility dated January 27, 2009 — Incorporated by reference to Exhibit
99.1 of the Registrant’s Current Report on Form 8-K filed with the Commission on February 2, 2009.
Letter furnished to Securities and Exchange Commission agreeing to furnish certain debt instruments.
License Agreement — Incorporated by reference to Exhibit 10.1 of the Registrant’s Registration
Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.

Form of Stock Option Plan — Incorporated by reference to Exhibit 10.5 of the Registrant’s Registration
Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.

Form of Deferred Share Unit Plan — Incorporated by reference to Exhibit 10.6 of the Registrant’s
Registration Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.
Deferred Share Unit Plan — 2008 — Incorporated by reference to Exhibit 10.4 of the Registrant’s Annual
Report on Form 10-K/A filed with the Commission on March 12, 2008.
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Management Services Agreement — Incorporated by reference to Exhibit 10.1 of the Registrant’s Current
Report on Form 8-K filed with the Commission on February 6, 2009.

2009 Stock Option Plan Award Letter — Incorporated by reference to the Registrant’s Current Report on
Form 8-K filed with the Commission on February 6, 2009.

List of Subsidiaries — Incorporated by reference to Exhibit 21.1 of the Registrant’s Registration
Statement on Form 10 (Commission File No. 001-31524) filed with the Commission.

Rule 13a-14(a) certification by lan G. Cockwell, President and Chief Executive Officer.

Rule 13a-14(a) certification by Craig Laurie, Executive Vice President and Chief Financial Officer.
Certification of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section
1350.

* Filed herewith

1 Executive Officers management contract or compensatory plan or arrangement

Copies of certain of the exhibits filed with or incorporated by reference into this annual report on Form 10-K do not accompany
copies of this annual report on Form 10-K made available to our stockholders. We will furnish a copy of any of such exhibits to
any stockholder requesting the same.



EXHIBIT 31.1

CERTIFICATIONS

I, Ian G. Cockwell, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Brookfield Homes Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s Board of
Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date:  February 13, 2009

By:

/s/ IAN G. COCKWELL

Ian G. Cockwell
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATIONS

I, Craig J. Laurie, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Brookfield Homes Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a- 5(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s Board of
Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date:  February 13, 2009

By:

/s/ CRAIG J. LAURIE

Craig J. Laurie
Executive Vice President and Chief Financial Officer




EXHIBIT 32.1

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

In connection with the annual report of Brookfield Homes Corporation (the “Company”) on Form 10-K for the
period ended December 31, 2008, as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), each of lan G. Cockwell, Chief Executive Officer of the Company and Craig Laurie, Chief Financial
Officer of the Company, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to the best of their knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Date:  February 13, 2009

By: /s/ IAN G. COCKWELL

Ian G. Cockwell
President and Chief Executive Officer

By: /s/ CRAIG J. LAURIE

Craig J. Laurie
Executive Vice President and Chief Financial Officer
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Forward-Looking Statements: This Annual Report contains “forward-looking statements” within the meaning of the United
States federal securities laws. The words “may,” “believe,” “will,” “target,” “aim,” “goal,” “expect,” “estimate,” “project,”
“future,” “plan” and other expressions which are predictions of or indicate future events and trends and which do not relate to
historical matters identify forward-looking statements. The forward-looking statements in this annual report include statements
with respect to: our 2009 goals, lot sales and the timing thereof, foundation for future growth, targeted lot entitlements and
timing, the equilibrium between housing supply and demand and the timing thereof, cash flow generation, visibility and planned
uses, completion of a proposed rights offering, investment in the development of land, future value creation, expected results
of operations and the sources of and strategies for our growth. Undue reliance should not be placed on forward-looking state-
ments because they involve known and unknown risks, uncertainties and other factors, which may cause the actual results to
differ materially from the anticipated future results expressed or implied by such forward-looking statements. Factors that could
cause actual results to differ materially from those set forward in the forward-looking statements include, but are not limited
to: changes in general economic, real estate and other conditions; mortgage rate changes; availability of suitable undeveloped
land at acceptable prices; adverse legislation or regulation; ability to obtain necessary permits and approvals for the develop-
ment of our land; availability of labor or materials or increases in their costs; ability to develop and market our master-planned
communities successfully; confidence levels of consumers; ability to raise capital on favorable terms; adverse weather condi-
tions and natural disasters; relations with the residents of our communities; risks associated with increased insurance costs
or unavailability of adequate coverage and ability to obtain surety bonds; competitive conditions in the homebuilding industry,
including product and pricing pressures; our debt and leverage, and additional risks and uncertainties referred to in our Form
10-K and other SEC filings, many of which are beyond our control. Except as required by law, we undertake no obligation to
publicly update any forward-looking statements, whether as a result of new information, future events or otherwise. However,
any further disclosures made on related subjects in subsequent reports on Forms 10-K, 10-Q and 8-K should be consulted.

Other: Information in this Annual Report concerning the proposed rights offering does not constitute an offer to sell, or the
solicitation of an offer to buy, any securities. A registration statement relating to these securities has been filed with the United
States Securities and Exchange Commission but has not yet become effective. These securities may not be sold, nor may offers
to buy be accepted, prior to the time the registration statement becomes effective.

Printed in Canada



www.hrookfieldhomes.com

A Land Development and Home Building Company

BROOKFIELD HOMES CORPORATION SHAREHOLDER INFORMATION

8500 Executive Park Avenue, Suite 300 Brookfield Homes welcomes inquiries from shareholders, analysts, media representatives

Fairfax, Virginia 22031 and other interested parties. Questions relating to investor relations or media inquiries can

Tel  (703) 270-1700 be directed to Linda Northwood, Director, Investor Relations at (858) 481-2567 or via e-mail

Fax (703) 270-1401 at Inorthwood@brookfieldhomes.com. Inquiries regarding financial results should be directed
to Craig Laurie, Executive Vice President and Chief Financial Officer at (858) 481-2568 or
via e-mail at claurie@brookfieldhomes.com.

Shareholder questions relating to address changes and share certificates should be
directed to the company’s Transfer Agent and Registrar, BNY Mellon Shareowner Services:
PO Box 358015, Pittsburgh, PA 15252-8015 or 480 Washington Blvd., Jersey City,

NJ 07310-1900

Tel: 201-680-6578 or toll free in North America: 800-522-6645

Website: www.bnymellon.com/shareowner/isd E-mail: shrrelations@melloninvestor.com





