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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

BROOKFIELD HOMES CORPORATION
CONSOLIDATED BALANCE SHEETS

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

(Unaudited)
March 31, December 31,
Note 2008 2007
Assets
Housing and 1and iNVENTONY ............ccceeveririieieecceeeee e 2 $ 1,118,644 $ 1,078,229
Investments in housing and land joint VENTUreS ..........ccccvevvievenenicieesecene 3 126,612 130,546
Consolidated land inventory NOt OWNEd..........c.ccoeveieiiinene e 2 25,548 26,748
Receivables and Other aSSELS..........ciiviiiiiiie it 54,001 50,066
Cash and cash eqUIVAIENTES ...........ccooiiiiiii e 10,762 9,132
Deferred iNCOME TAXES ...civiivveiieieecre ettt re e sre e bbb sbe e nre s 6 58,148 55,943
$ 1,393,715 $ 1,350,664
Liabilities and Equity
Project specific and other financings ............ccoocvveveveeeivericesieceeeeeeee i $ 798,036 $ 734,572
Accounts payable and other liabilities .............ccoeveiiiinin 4 146,874 159,956
MiNOFItY INTErESt .....cvveeieceecieeree e 2 81,631 76,486
Preferred stock - 10,000,000 shares authorized, no shares issued................. - —
Common - 65,000,000 shares authorized, 32,073,781 shares issued
(December 31, 2007 — 32,073,781 shares iSSUE) .........covevveiererierierieieennens 321 321
Additional paid-in-capital ............ccccoeieriiieiiiiii i 145,101 145,101
Treasury stock, at cost — 5,410,368 shares (December 31, 2007 —
5,410,368 SNAES) .....euveveiiieeiiieierieieie ettt (243,701) (243,701)
REtaINEA BAIMINGS. .. ..eitiitiieeieeeicee e 465,453 477,929

$ 1,393,715

$ 1,350,664

See accompanying notes to financial statements



BROOKFIELD HOMES CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

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

(Unaudited)
Three Months Ended
March 31,

Revenue Note 2008 2007
HOUSING ...ttt ettt et te et et et e e e st eteebe b e sse b e eenseraaae s $ 66,406 $ 104,040
LNT bbbttt s 3,286 3,519

69,692 107,559

DireCt COSE OF SAIES ...t 2 (59,356) (86,581)

Impairments on housing and 1and INVENTOTY ...........ccoeiiiinincienee e (6,150) -

4,186 20,978

Equity in earnings from housing and land joint VENtUreS .............cccceevereverreerrerennnn. 3 39 324
Other (EXPENSE) / INCOME. ........ucveereeeeeeseeeeee et aeses st sses s aanes 8(d) (9,030) 387
Selling, general and adminiStrative EXPENSE...........c..cvveeverueeereeeeeereseeseses e (16,605) (16,512)
Operating (L0SS) / INCOME .......ovveiveeeeeiieesiseeessesessesseseeses s seses s eenes s seses s st enesnens (21,410) 5,177
IVHINOTTEY ITEEIEST ....o.vocvcetceece ettt sttt sttt s ntenens 1,286 (165)

(L05S) / INCOME BEFOIre TAXES ..oviviieieiieiieiesii ettt (20,124) 5,012

INCOME TAX FECOVETY ...ttt ettt 7,648 23,648

NEL (LOSS) / INCOME ....vcviiviicteetee ettt sttt bbb rns $  (12,476) $ 28,660

(Loss ) / Earnings Per Share

BaSIC ...ttt 5 $ (0.47) $ 1.08
DIIULEA ..o 5 $ (0.47) $ 1.07

Weighted Average Common Shares Outstanding (in thousands)

BaSIC.. . 26,663 26,615
DIIULEA ...ttt bbb 26,663 26,894

See accompanying notes to financial statements



BROOKFIELD HOMES CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

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

(Unaudited)
Three Months Ended
March 31,
2008 2007
COMIMON SEOCK .viiiiieicieieiistc ettt bbbt b bt n e $ 321 $ 321
Additional Paid-in Capital
OpPeNING DAIANCE.........ciiiiicee e 145,101 146,730
StOCK OPLION BXEICISES. ... evieeieeeiieieeie ettt - (664)
ENding DalanCe.......c..cvoiiiiiciec s 145,101 146,066
Treasury Stock
OPening DAIANCE ........coiiiiee (243,701) (248,606)
StOCK OPLION BXEICISES ....eveiieiiiieite ettt - 3,302
ENdiNg DAlANCE .......ooviiiicicc e (243,701) (245,304)
Retained Earnings
OPening DAIANCE ........oeiii e 477,929 472,961
NEt (10SS) / INCOME ...ttt et st ene (12,476) 28,660
Ending balance 465,453 501,621
Total StoCKNOIAErS™ BQUILY .....ccveveiieicici e $ 367,174 $ 402,704

See accompanying notes to financial statements



BROOKFIELD HOMES CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

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

(Unaudited)
Three Months Ended
March 31,
2008 2007
Cash Flows From / (Used in) Operating Activities
NEE (10SS) / INCOME ...ttt ettt n e $ (12,476) $ 28,660
Adjustments to reconcile net (loss) / income to net cash used in operating activities:
Income (loss) from housing and land jOiNt VENTUES...........ccereireiinencieeecesc e (39) 266
MINOTILY TNEEIEST ...ttt (1,286) 165
Deferred income taxes (2,205) 1,216
Impairments on housing and 1and INVENLOTY ... 6,150 -
Other changes in operating assets and liabilities:
(Increase) / decrease in receivables and other assets...........cocevvrerireneienciecisenenees (3,935) 10,409
Increase in housing and 1and INVENTOIY ..........coeieiiiiiienceee e (10,935) (31,071)
Decrease in accounts payable and other liabilities ... (7,078) (97,867)
Net cash used in OPErating ACtIVILIES ........c.coviiiiriieeeeee e e (31,804) (88,222)
Cash Flows From / (Used in) Investing Activities
Investments in housing and 1and JOINt VENTUIES..........ccvviiriiereieiecsese e (7,305) (7,405)
Distribution from housing and land jOINt VENTUIES ..........ccccereiiiiinieneieeese e 47 835
Acquisition of additional interest in joint venture (5,400) -
Net cash used in INVESTING ACHIVITIES........cccciviiiiiiiiceec e (12,658) (6,570)
Cash Flows From / (Used in) Financing Activities
Net borrowings under revolving project specific and other financings............ccoceeveeienene. 45,464 22,478
Distributions t0 MINOFItY INTEIESE ..........oviiiiiiieiiert e e (272) (1,750)
Contributions from MINOFIty INTEIESt.........ccoiriiiiiiiiiere e e 900 1,474
EXercise 0f SOCK OPLIONS. ......c..oiiiiiieiiiee e - 73
Net cash provided by financing aCtiVIties ............cooeiiiiieiiiee e 46,092 22,275
Increase / (decrease) in cash and cash eqUIVAIENTS ... 1,630 (72,517)
Cash and cash equivalents at beginning of Period............ccccoviiiiieiiiinienee e 9,132 86,809
Cash and cash equivalents at end of PEriod...........cccevveiiiiieiiiiiee s $ 10,762 $ 14,292
Supplemental Cash Flow Information
INEEIEST PAIH ... e.veveeiieeiieies ettt et st et e e b et et e b e s e saesessene e sene e $ 14,982 $ 15,402
INCOME TAXES PAIH. ... .vveveriiiiisicieie ettt bbbt $ - $ 21,549
Non-cash (decrease) / increase in consolidated land inventory not owned ............c.cce.... $ (201) $ 10,064
Acquisition of Additional Interest in Joint Venture
Increase in housing and 1and INVENTONY ..ot $ 29,231 $ -
Reduction in investment in housing and land joint VENTUIES ...........cccvrvinieiinienscesieens $ 11,231 $ -
Increase in project specific and other fiNANCINGS.........cccvoviiiieiiicrie e $ 18,000 $ -

See accompanying notes to financial statements



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Tabular amounts in thousands of U.S. dollars except 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 homebuilding and land development 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 include the accounts of Brookfield Homes and its subsidiaries and investments in
joint ventures and variable interests in which the Company is the primary beneficiary.

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States for interim financial information. Since they do not include all of the
information and footnotes required by accounting principles generally accepted in the United States of America for
complete financial statements, they should be read in conjunction with the Company's consolidated financial statements
and footnotes thereto included in the Company's annual report on Form 10-K/A for the year ended December 31, 2007.
In the opinion of management, all adjustments necessary for fair presentation of the accompanying consolidated financial
statements have been made.

The Company historically has experienced, and expects to continue to experience, variability in quarterly results. The
consolidated statements of income for the three months March 31, 2008 are not necessarily indicative of the results to be
expected for the full year.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from those estimates.

(b) Recent Accounting Pronouncements

In February 2007, the United States Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards (“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 in FAS 159 and the
standard had no impact on the Company’s consolidated financial statements.

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. The Company adopted SFAS 157 as of January 1, 2008. See Notes 2 and 8 for fair value disclosure.

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:

March 31, December 31,

2008 2007

[ (o TU T a0 L] 01 (0] YRS $ 609,515 $ 600,241
(1Y, [0 To (] I a1 1 L= 58,854 58,042
Land and land under deVEIOPMENT.........ooi it 450,275 419,946

$1,118,644 $ 1,078,229




BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

The Company capitalizes interest which is expensed as housing units and building lots are sold. For the three months
ended March 31, 2008 and 2007, interest incurred and capitalized by the Company was $15.0 million and $15.4 million,
respectively. Capitalized interest expensed as direct cost of sales for the same periods was $4.5 million and $6.1 million,
respectively.

Capitalized costs are expensed as costs of sales on a specific identification basis or on a relative value basis in proportion
to anticipated revenue. Included in direct cost of sales is $55.9 million of costs related to housing revenue for the three
months ended March 31, 2008 (March 31, 2007 — $83.8 million) and $3.5 million of costs related to land sales
(March 31, 2007 — $2.8 million), excluding impairment charges.

For the period ended March 31, 2008, due to continued challenging housing market conditions, the Company
recognized $6.2 million of impairment charges related to the housing and land the Company directly owns (2007 — nil).
The $6.2 million in impairment charges is related to 222 lots located in Southland and the Washington D.C. Area. The
basis used to determine fair value for the housing and land inventory impaired during the quarter is as follows:

Fair Value Measurements
At March 31, 2008 Using

Significant Other
Observable Inputs Total
(Level 2) Gains / (Losses)
Housing and land inventory impaired during the quarter ............ccocoveeeienciiieneieneennan, $ 22,614 $ (6,150)

The fair value measurements for housing and land inventory are determined by comparing the carrying amount of an
asset to 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 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 2008 and 2009 assume recent sales
activity and normalized sales rates beyond 2009. 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 addition, when assessing fair value, the Company also calculates a static residual
value analysis, which is assessed in conjunction with the discounted value analysis.

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 of such agreements. Under these option agreements,
the Company will fund 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 variable interest entities ("VIE's"), it
is the primary beneficiary of options for 197 lots with an aggregate exercise price of $25.5 million (December 31, 2007 —
204 lots with an aggregate exercise price of $26.7 million), which 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 $21.6
million (December 31, 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.



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Housing and land inventory includes non-refundable deposits and other entitlement costs totaling $58.1 million
(December 31, 2007 — $55.6 million) in connection with options that are not required to be consolidated under the
provisions of FASB Interpretation No. 46 (Revised 2003) (“FIN 46R”). The total exercise price of these options is $366.6
million (December 31, 2007 — $409.4 million) including the non-refundable deposits identified above. The number of lots
for which the Company has obtained an option to purchase, excluding those already consolidated, and their respective
dates of expiry and their exercise price follows:

Number Total

of Exercise

Year of Expiry Lots Price
2008 ... ettt e —e ettt R et are et et e et e ate e e e te e b e nrennes 207 $ 57,079
2009 ...ttt e e —e e b e ettt e et e are e teaR e e beahe e aeateenbeareereenreerenreenes 6 2,000
2000 1ttt e e e b e b e b et e e te b et e ahe e teabe et e abe et e ete et e aheereeateebenrenns 2,238 76,624
LI AL U PO PUOPUOTERORRRPRPROTI 7,461 230,876
9,912 $ 366,579

Investments in housing and land joint ventures includes $19.6 million of the Company’s share of non-refundable deposits
and other entitlement costs in connection with 1,329 lots under option. The Company’s share of the total exercise price of
these options is $84.9 million.

The Company holds agreements for a further 5,829 acres of longer term land, with non-refundable deposits and other
entitlement costs of $9.5 million which is included in housing and land inventory that may provide additional lots upon
obtaining entitlements with an aggregate exercise price of $185.0 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.

In the ordinary course of business, the Company selectively acquires land that it anticipates will provide a minimum
return on invested capital. During January 2008, the Company acquired its former partner’s 50% interest in one of its
joint ventures for a cash consideration of $5.4 million. As a result, the Company now owns 100% of this venture and 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 addition, during April 2008, the Company acquired the interest of a joint venture partner for a cash consideration of
$1.4 million. As a result, the Company now owns 100% of this venture and it will be included in the Company’s
consolidated financial statements in the second quarter of 2008, increasing housing and land inventory by approximately
$69.9 million, increasing project specific and other financings by approximately $42.7 million, increasing accounts
payable and other liabilities by approximately $3.1 million, and decreasing investment in housing and land joint ventures
by approximately $22.7 million.



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

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:

March 31, December 31,

2008 2007
Assets
Housing and [and INVENLOTY .........ccoiiiieiieineese e $ 455,058 $ 476,250
(@1 LT TS =] (TSR 11,698 11,526
$ 466,756 $ 487,776
Liabilities and Equity
Project SPeCific fiNANCINGS ........ciriieire e $ 180,843 $ 193,259
Accounts payable and other abilties .........cccooiviiiiiii e 26,841 26,497
Investment and advances
BrOOKFIEIA HOMES ......oeiiiveie ettt ettt ettt e et e e s ettt e e s ta e e s sab e e e sataeesssseeeaas 126,612 130,546
(@] 1411 £ TSP 132,460 137,474
$ 466,756 $ 487,776

Three Months Ended

March 31,
2008 2007
Revenue and Expenses
REVENUE ...ttt ettt st b e e b et e et e et e s ab e e b e s aa e beebb et e sbeesbeebsebesbeebesbeenbesreenes $ 5,494 $ 7,188
EXPBIISES ...ttt bbb bbbt b b e a b e (3,206) (6,456)
N INCOIMIE .ttt ettt et e et e ettt st e et e et e e etee s st eeaeeeeeeeseeesaseestaneseeereseeareesnnesaeenes $ 2,288 $ 732
Company’s share of Nt INCOME .........ccviviiiiiiiiee e $ 39 $ 324

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.

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
March 31, 2008, the Company had recourse guarantees of $21.4 million (December 31, 2007 — $8.5 million) and limited
maintenance guarantees of $57.9 million (December 31, 2007 — $76.1 million) with respect to debt in its joint ventures.
As of March 31, 2008, the fair market value of the recourse guarantees was insignificant.



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Note 4. Accounts Payable and Other Liabilities

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

follows:
March 31, December 31,

2008 2007

Trade payables and cost to complete aCCruals ...........covovierieieiiiiieiee e $ 42,960 $ 46,017
Warranty COSES (NOTE 8 (C)) .vveververreriirieiiieeeit ettt ra b enas 17,006 17,844
CUSTOMEE AEPOSIES. ...ttt ettt ettt ettt st e et st e b e sbe b e e e e ebeebeabesbesbe e eneaneaneas 3,184 2,495
Stock-based COMPENSALION.........c.iiiiiiieieiee ettt reere e 15,326 13,164
DUE 10 MINOFILY TNTEIEST......eieieeeieec ettt eeas 17,569 23,573
Accrued and deferred COMPENSALION.........ccoiviieiieiiiiie e 29,329 46,304
Swap contracts (NOte 8 () AN (£)) -+ verververeeieeieierie st rie ettt sttt 15,844 6,523
OBNET 1.ttt ettt b bbbt b et r e b et e b b et reerere st ere e 5,656 4,036
$ 146,874 159,956

Note 5. (Loss) / Earnings Per Share

Basic and diluted (loss) / earnings per share for the three months ended March 31, 2008 and 2007 were calculated as

follows (in thousands except per share amounts):
Three Months Ended

March 31,
2008 2007
Numerator:
INEL (10SS) / INCOME ...ttt ettt et b s sa et s et e $ (12,476) $ 28,660
Denominator:
Basic average Shares OUtStANAING ........ccerveiriririierce e 26,663 26,615
Net effect of stock options assumed t0 e EXErCISE ...........covvrvrerreerreereseesreeeeerseneeeas - 279
Diluted average shares OUtStANAING ........covevveiiiiiiiiece e 26,663 26,894
Basic (10SS) / €arnings P SNAIE........cccoviiiieireeete e $ (0.47) $ 1.08
Diluted (10SS) / €arNiNGS P SNAIE ......cviveirieerieieieieesie e e $ (047) $ 1.07

For the three months ended March 31, 2008 and 2007, options to purchase 1.0 million shares and 0.4 million shares,
respectively were outstanding and anti-dilutive and were excluded from the computation of diluted earnings per share.

Note 6. 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:

March 31, December 31,

2008 2007

Compensation deductible for tax purposes When paid ...........cccoeerieieiineinise e $ 20,554 $ 20,434
Differences relating to PrOPErties ........cocceiiiieiiriiiiiieie et 31,470 32,927
OENBE s 6,124 2,582
$ 58,148 $ 55,943

As at March 31, 2008, the Company had no unrecognized tax asset or liability (2007 — nil).
9



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Note 7. 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 are
authorized for issuance under the plan.

The total compensation costs recognized in income related to the Company's stock options during the three months ended
March 31, 2008 was an expense of $0.6 million (2007 — income of $1.7 million).

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 three
months ended March 31, 2008 were as follows:

2008
D1}V o (=1 g To RV T=] o OSSP USSR 0.0% — 3.16%
VOIALHTEY FALE ...ttt bbbkt b bbb e st e bt e bt e bt st e b e e e st e bt s bt s b e st et e e e st ebe b 63%
RISK-TIEE TNEEIESE FALE .. ..ttt b bbbt b bbbt bbbt nn e 2.5% - 3.8%
EXPECLed OPLION HTE (YRAIS).....eueeuietiitiite ittt bbbttt b bbbt b e st st e bt e benbe b 0.0-7.0

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:
March 31, 2008

Weighted
Average per
Share Exercise

Shares Price
Outstanding, January 1, 2008...........ccoiotririiiiiiire et 782,319 $30.11
[C] £ 131 (=To SRS SRR 210,000 $15.90
T (o] 17T S ST STRPR - -
(08 g Tor=T 1 o [PPSR - -
Outstanding, March 31, 2008..........cceieiiiieiiiie e 992,319 $27.10
Options exercisable at March 31, 2008..........ccccoeiiiiiriieeee e 421,719 $22.29

The weighted average grant date fair value of options granted during the three months ended March 31, 2008 was $6.65
per option compared to $12.17 per option during the three months ended March 31, 2007. The intrinsic value of options
exercised during the three months ended March 31, 2008 and 2007 was nil and $2.6 million, respectively. At March 31,
2008, the aggregate intrinsic value of options currently exercisable is $2.5 million and the aggregate intrinsic value of
options outstanding is $2.5 million.

At March 31, 2008, there was $1.9 million of unrecognized expense related to unvested options, which is expected to be
recognized over the weighted average period of 2.7 years.
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BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Deferred Share Unit Plan

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 Company may also make additional grants of units to its executives and directors pursuant to
the DSUP. As of March 31, 2008, the Company had granted 911,159 units under the DSUP, all of which were
outstanding at March 31, 2008, and of which 536,128 units are currently vested and 375,031 vest over the next five
years.

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. As of March 31, 2008, the Company had granted 72,199 units under the MDSUP, all of which were
outstanding at March 31, 2008.

The financial statement impact relating to the DSUP and MDSUP for the three months ended March 31, 2008 and 2007
were expense of $1.3 million and income of $2.7 million, respectively.

Note 8. Commitments, Contingent Liabilities and Other

(@) 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.

(b) During 2006, the Company entered into an unsecured revolving credit facility that was most recently amended in
February 2008 with a subsidiary of Brookfield Asset Management Inc., the Company's largest stockholder. The facility
was originally for an aggregate principal amount not to exceed $50.0 million, and has been increased to an amount not to
exceed $250.0 million. Included in project specific and other financings is $202.0 million related to this facility. The
interest rate on this facility is LIBOR plus 3.00% per annum and the facility matures in September, 2009. During the
three months ended March 31, 2008 and 2007, interest of $2.6 million and $0.4 million, respectively, was incurred
related to this facility.

(c) 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 ten 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 three months ended March 31, 2008 and
2007:

2008 2007
Balance, at beginning of PEriod ..........cciiviiiiiicic e $ 17,844 $ 19,569
Payments and other adjustments made during the period ............ccccoeeeieineninennincsc (1,399) (1,414)
Warranties issued during the Period...........cooe e 561 1,223
Balance, eNd Of PEIIOU .........covviiiieirci e $ 17,006 $ 19,378

(d) 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 cost.
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 March 31, 2008, the Company had seven interest rate swap
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BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

contracts outstanding which effectively fixed $260.0 million of the Company's variable rate debt at an average rate of
6.8% per annum. The contracts expire between 2009 and 2017. At March 31, 2008, the fair market value of the contracts
was a liability of $15.5 million (December 31, 2007 — liability of $6.2 million) and was included in accounts payable and
other liabilities. Expense of $9.3 million was recognized during the three months ended March 31, 2008 (2007 — expense
of $0.6 million) and was included in other (expense) / income. All interest rate swaps are recorded at fair market value
because hedge accounting has not been applied. The basis used to determine fair value for the interest rate swap contracts
is as follows:

Fair Value Measurement
At March 31, 2008 Using
Significant Other

Observable Inputs Total
(Level 2) Gains / (Losses)
INterest rate SWap CONLIACES......cvrvvrriverereeiririsisisreereesn e seseeens $ (15,520) $ (9,291)

The fair value measurements for the interest rate swap contracts are determined based on notional amounts, terms to
maturity, and the USD Libor rates. The Libor rates vary depending on the term to maturity and the conditions set out in
the underlying swap agreements.

(e) During 2006, the Company entered into an equity swap transaction maturing in July 2007 at an average cost per
share of $26.72, which effectively fixed the stock compensation liability on 620,000 shares. During 2007, the Company
amended the equity swap transaction. The revised equity swap matures July 2008 at an average cost of $28.41 per share,
and effectively fixes the stock compensation on 1,003,302 shares. During 2008, the notional amount of the equity swap
was amended to an average cost of $16.79 per share on 1,022,987 shares. At March 31, 2008, the fair market value of
the equity swap was a liability of $0.3 million (December 31, 2007 — liability of $0.3 million) and was included in
accounts payable and other liabilities. An expense of nil and $3.4 million was recognized during the three months ended
March 31, 2008 and 2007, and was included in selling and general and administrative expense. The equity swap is
recorded at fair market value because hedge accounting has not been applied. The basis used to determine the fair value
of the equity swap contract is as follows:

Fair Value Measurements
At March 31, 2008 Using

Significant Other

Observable Inputs Total
(Level 2) Gains / (Losses)
EQUItY SWAP CONEFACT.......ciiiiiieeeiciecse et s $ (324) $ -

(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.
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BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Note 9. 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 fifth operating segment is quantitatively immaterial.

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 specialize 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.”

Three Months Ended

March 31,
2008 2007
Revenues
N[ g L= A T O L (o1 [T TR PROT $ 9,203 $ 9,785
SOULNIANA / LOS ANGEIES ...ttt ettt ens 24,726 51,581
SaN DIEYO / RIVEISITR ...ttt 12,860 15,324
WaShINGLON, D.C. ATBA....c.eiieiitieieie ittt ettt e sttt s e resbesbesbe st e e eneene e 22,903 21,419
Corporate aNd OThET.........oiiiieeeee bbbt ene s - 9,450
TOTAI REVENUES ...ttt ettt ettt e et et e et e et e e st et e esesesaneeseeeesetesesesateeaeeneseeeseneennes $ 69,692 $ 107,559
Segment Operating Income (LosS)
NOTNEIN CAlITOIMIA ... .. cteiieeieieeree et $ (1,039 $  (1,300)
SOULNIANA / LOS ANGEIES ...ttt e ens (415) 6,292
SaN DIEJO / RIVEISIUR ...ttt sttt 1,453 2,173
WaESHhINGLON D.C. ATBA....uiuiiieiiiieiiiieietee sttt sr e nn e (7,702) (286)
Corporate aNd OThET..........oiiiiiee bbbt ene s (23,707) (1,702)
Total Operating (L0OSS) / INCOME .......ceiuiiiiieieieesie sttt ees (21,410) 5,177
MINOFILY TNEEIESE ...ttt bbbttt b e 1,286 (165)
Net (L0SS) / INCOME DEFOIE TaAXES ....cuvveveieiiriireririeiesieteiestere e sastess et se e sae e ssesenens $  (20,124) $ 5,012
March 31, December 31,
2008 2007
Housing and Land Assets ¥
INOITNEIN CaliTOIMIA . ..e ettt ettt e et e et e et e et e et eere e st e e st esereesaeaenees $ 322,034 $ 310,946
SOULhIANA / LOS ANGEIES ...ttt bbbt 193,492 198,483
SaN DIBYO / RIVEISIAL ..ottt ettt sttt ens 413,702 387,575
WaShiNGLON, D.C. ATBA.......ciiiiiiitiiieiteeee ettt bbbttt bbb b 286,634 287,994
Corporate aN0 OThET........coiiiiiee ettt te st ste st e neereene s 54,942 50,525
$ 1,270,804 $ 1,235,523

D Consists of housing and land inventory, investments in housing and land joint ventures and consolidated land inventory not
owned.

13



BROOKFIELD HOMES CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

Three Months Ended March 31,

Equity in earnings/(loss) from Housing and Land Joint Ventures: 2008 2007
NOINEIN CalifOrNIA . ...iiiiiiiiee e a e are e $ - $ -
SOULhIANA / LOS ANGEIES ...ttt sttt eneene s - -
SAN DIBYO / RIVEISIAL ..ottt sttt st sae e ens - -
WaShIiNGLON, D.C. ATBA....c..ciiiiiiieieite ettt sttt a s e be st besbe st e b ensene e a77) (65)
Corporate a0 OThET........ccoiiieieie ettt esseraane s 216 389
L1017 LSS PRTP $ 39 $ 324

March 31, December 31,
Investments in Housing and Land Joint Ventures 2008 2007
NOTNEIN CAlITOIMIA. ... etieieeiieee ettt $ — $ —
SOULhIANA / LOS ANGEIES ...ttt et 34,662 32,541
SaN DIEYO / RIVEISIUR ...ttt bbb 41,595 50,165
WaShiNGLON, D.C. ATBA.......cuiiiiiiiteite ittt bbbttt sb e b b 42,808 41,777
Corporate aNd OThET..........oiiiiie bbbt 7,547 6,063
TOMAL .ottt et e b e b et e b et er b ereeaeebe s beer et ereerearn $ 126,612 $ 130,546
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

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" elsewhere in this report and in our Annual Report on Form
10-K/A for the year ended December 31, 2007.

Outlook

During the first three months of 2008, the Company continued to experience challenging housing market conditions as a
result of a continuing excess supply of housing inventory and the ongoing disruption in credit markets that began in the
summer of 2007. Despite these challenging market conditions which are negatively affecting our current housing
operations, we continue to focus on the monetization of our approximately 3,400 finished lots to generate significant cash
flow. In addition, we continue to focus on our core strategies, including controlling land through option contracts and
adding value by entitling raw land and creating communities.

Overview

We entitle and develop land for our 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 Washington, D.C. Area.
Our other operations that do not meet the quantitative thresholds for separate disclosure in our financial statements
under US GAAP 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.

For the period 2003 through the first quarter of 2008, cash provided from operations was $383 million, which was used
primarily to return cash to stockholders through the repurchase of shares and the payment of dividends. 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 26,215 lots that we control, 14,777 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 2002.
Our operations are positioned to allow us to close up to 1,500 homes annually. Operating in markets with higher price
points and catering to move-up and luxury buyers, our average sales price for the three months ended March 31, 2008 of
$571,000 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.

Our housing and land inventory, investments in housing and land joint ventures, and consolidated land inventory not
owned together comprised 91% of our total assets as of March 31, 2008. In addition, we had $11 million in cash and cash
equivalents and $112 million in other assets. Other assets consist of homebuyer receivables of $4 million, deferred
income taxes and income taxes receivable of $82 million and mortgages and other receivables of $26 million.
Homebuyer receivables consist primarily of proceeds due from homebuyers on the closing of homes.

Critical Accounting Policies and Estimates

There have been no significant changes to our critical accounting policies and estimates during the three
months ended March 31, 2008 compared to those disclosed in Item 7, Management's Discussion and Analysis of
Financial Condition and Results of Operations included in our annual report on Form 10-K/A for the year ended
December 31, 2007.
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Results of Operations

Selected Financial Information(Unaudited) Three Months Ended

March 31,
($US millions) 2008 2007
Revenue:
Housing...... $ 66 $ 104
Land.......ccc........ 3 4
Total revenues ......... 69 108
Direct cost of sales (59) (87)
Impairments and write-offs of option depoSIts .........cccceirieiiiieiiiere e (6) -
GFOSS MAIGIN .ottt ettt ettt te st et e e st e seebesbesbe st es b e s e e st abeebeabessenbeseenenrennens 4 21
Other (EXPENSE) / INCOME.......cuiciiiuiiieieietet ettt a et b et s b e b et esaesesbesresben 9) -
Selling, general and adminiStrative EXPENSE ........cc.evriririierieieieee et (16) (16)
Operating (10SS) / INCOIME. ........cuiiiieieieeeee ettt st sesnenre e (21) 5
IMINOTITY TNEEIEST ...ttt sttt n et sb e et neens 1 -
(L0SS) / INCOME DETOIE TAXES....viiviiveiiieieiicte ettt (20) 5
INCOME TAX TECOVETY ...tttk bbbt sb e ar e b 8 24
NEt (I0SS) / INCOME......cuiviinieieieeieiesie ettt ettt sttt ere st r e e e s ere e neens $ (12) $ 29
Segment Information
Housing revenue ($US millions):
NOTNEMN CAlITOINIA. ... eveviieieieee et $ 9 $ 10
SOULhIANd / LOS ANGEIES ...ttt ettt 25 52
SaN DIeJO / RIVEISIAR ...ttt 13 15
WaShIiNGLON D.C. AFBA...c..ciiieiiiieiteitisieiet ettt sttt e st te st et sb e b e e eneetesaens 19 18
Corporate and OThEN ..........coiiiiiiee bbb e - 9
TOUAL bbbt $ 66 $ 104
Land revenues ($US millions):
NOrthern California.........cocoiiiciiiii e $ - $ -
SOULhIANA / LOS ANGEIES ...t bbb - -
SaN DIEJO / RIVEISIUR .....cveeiieiieeeeeee ettt - -
WaShINGLON D.C. AFBA...c..oueeiieiiiieiie ettt sttt sttt ettt be st ste e e aneetesnens 3 4
Corporate anNd OThEN ........cviiiiiieece e et aae e e - -
L0 | OSSPSR $ 3 $ 4
Gross margin ($US millions):
NOINEIN CalITOINIA. ... eveeieeieieiere et $ 1 $ 1
Southland / Los Angeles 3 11
San Diego / Riverside ........c.ccoceeeeieicnennnns 4 4
Washington D.C. Area 4) 4
COrporate and OLNET .........coviieieiieii ettt r e ene s - 1
0] | ST TRSPRPR $ 4 $ 21
Home closings (units):
NOFhErn CalifOrNIA. .. .....eiviieiei e 10 12
SOULhIANA / LOS ANGEIES ...ttt 54 72
SaN DIBJO / RIVEISIAL ..ottt sne e 22 23
WaShIiNGLON D.C. ATFBA......cviieiiiieitiiiiteiet ettt sttt te et e sbe st e bt e e esestesaesben 31 30
Corporate and OThEN ..........ooiiiiei e - 11
CoNnSOIIAAtEd TOTAL ..o e 117 148
JOINE VENTUIES ...ttt sttt ettt sttt eneere s 3 3
TOMAL .. 120 151
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Average selling price ($US):

NOMHEIMN CalifOINIA. .. ..ciiiiceei ettt e s e et e e st s s beesaee e $ 920,000 $ 815,000
Southland / Los Angeles.... 458,000 716,000
SN DIEGO / RIVEISIAR .....cviviiieteeic e 585,000 666,000
WaShiNGtON D.C. ATEA.........ccoceuereririreeeeeeeetitee ettt sttt s s e seses 633,000 597,000
Corporate and OThEN .........oiiiiiee bbb - 859,000
(070 o] 1o 1 (=To B VT - Vo OSSOSO 568,000 703,000
JOINE VENTUIES ...ttt sttt ettt eneere e 706,000 922,000
F N T Vo[- TSSOSO S TPTPTSRPPRRPR $ 571,000 $ 707,000
Net new orders (units):
NOFhErN CalifOrNIA......c.viieiiiciiicicc e ens 32 29
SOULhIANA / LOS ANGEIES ...ttt 79 81
SaN DIEJO / RIVEISIUL .....cueeiiieieiee ettt sttt 48 64
WaShINGLON D.C. ATBA......cciiiiiieieieiiee ettt sttt sttt se e sbesbesbeseensereaneas 71 108
Corporate AN OThET .....cc.cviiiiiii e s et 1 4
Consolidated tOtal..........ccveieiecic e 231 286
JOINE VEBNEUIES ...ttt sttt et sber e r e e te e nnene o - 3
LI L | OSSPSR 231 289
Backlog (units at end of period): @
NOFhErN CalifOrNIA......c.viieiiiciiicicc e ens 49 34
SOULhIANA / LOS ANGEIES ...ttt 70 109
San Diego / Riverside ........c.cccccecererennen 34 76
Washington D.C. Area 92 153
Corporate and other ..........ccccccceverveiennnn. 20 13
Consolidated total .... 265 385
JOINE VENEUIES ...t e e st e e e te s te et e s re e eesteenbesaeernenreanes 1 12
Total 266 397
Lots controlled (units at end of period):
Lots owned:
NOFhern CalifOrNIA.........covieiiieie e 1,315 1,233
SOULhIANA / LOS ANQGEIES ...ttt 1,448 1,212
SaN DIEYO / RIVEISIUR ..ot 7,860 6,190
WaShiNGtoN D.C. AT€A.........cciviiriiiiiiriiec e 3,873 4,006
Corporate and OLhET ........cviiiie ettt 281 144
14,777 12,785
LOtS UNAET OPHON ©) ..o 11,438 14,657
TOMAL.vvvvovvvaeiss s 26,215 27,442

(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.

Three Months Ended March 31, 2008 Compared with Three Months Ended March 31, 2007
Net (Loss) / Income

Net (loss) / income for the three months ended March 31, 2008 was $(12) million, a decrease of $41 million when
compared to the three months ended March 31, 2007. This decrease primarily relates to a reversal of an uncertain tax
position that contributed $26 million to net income during the three months ended March 31, 2007. The loss before taxes
for the three months ended March 31, 2008 was $20 million, compared to income of $5 million for the same period in
2007. The decrease was primarily due to a mark to market adjustment on our interest rate swap contracts of $9 million. In
addition, we continue to experience challenging market conditions in all our markets which resulted in impairment
charges of $6 million, a 21% decrease in home closings and a reduction in our gross margin to 16% from 20% during the
three months ended March 31, 2007.
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Results of Operations

Company-wide: Housing revenue for the three months ended March 31, 2008 was $66 million, a decrease of
$38 million when compared to the same period in 2007. The decrease in housing revenue was primarily a result of 31
fewer homes closed during the three months ended March 31, 2008 when compared to the same period in 2007. The
gross margin on housing revenue for the three months ended March 31, 2008 was $10 million or 16% compared with $20
million or 20% for the same period in 2007. The decrease in the gross margin was due to fewer home closings, continued
homebuyer incentives, and/or reduced average selling prices.

Land revenue totaled $3 million for the three months ended March 31, 2008, consistent with the same period in 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 additionally such revenues are also affected by local market conditions
which continue to be weak.

During the three months ended March 31, 2008, we recognized $6 million of impairment charges compared to nil for
the same period in 2007. The impairment charge relates to 222 finished lots primarily in the Washington, D.C. Area.

A summary of our gross margin is as follows:
Three Months Ended

March 31,
2008 2007
HOUSING ..ttt ettt b bttt ettt n e b ettt e beseseenennas $ 10 $ 20
LLAN .t - 1
IMPAITMENT CRANGE ...ttt st b et neees (6) -
$ 4 $ 21

Northern California: Housing revenue was $9 million for the three months ended March 31, 2008, a decrease of
$1 million when compared to the same period in 2007. The gross margin on housing revenue for the three months ended
March 31, 2008 was $1 million or 10% compared with $1 million or 13% for the same period in 2007. The decrease in
the gross margin percentage was a result of an increase in homebuyer incentives and/or reduced average selling prices.

Southland / Los Angeles: Housing revenue was $25 million for the three months ended March 31, 2008, a decrease of
$27 million over the three months ended March 31, 2007. The decrease in revenue was primarily attributable to a
decrease in homes closed. The gross margin on housing revenue for the three months ended March 31, 2008 was $3
million or 16% compared with $11 million or 21% for the same period in 2007. The decrease in the gross margin
percentage was primarily a result of an increase in homebuyer incentives and product mix.

San Diego / Riverside: Housing revenue was $13 million for the three months ended March 31, 2008, a decrease
of $2 million when compared to the three months ended March 31, 2007. The gross margin on housing revenue for the
three months ended March 31, 2008 was $4 million or 30% compared with $4 million or 30% for the same period in
2007. While our gross margin percentage is high relative to our other geographic areas, our current backlog of homes
indicates our margins will decrease in future periods.

Washington D.C. Area: Housing revenue was $19 million for the three months ended March 31, 2008, an increase of
$1 million when compared to the three months ended March 31, 2007. The gross margin on housing revenue for the three
months ended March 31, 2008 was $2 million before impairments recorded or 11% compared with $3 million or 17% for
the same period in 2007. The decrease in the gross margin percentage was a result of an increase in homebuyer incentives
and product mix.

Other Income and Expenses

Equity in earnings from housing and land joint venture for the three months ended March 31, 2008 was nil, which was
consistent with the same period in 2007.

Other (expense) / income for the three months ended March 31, 2008 totaled an expense of $9 million, a decrease of $9
million when compared to the same period in 2007. The decrease was a result of a decrease in the change of fair value of
interest rate swap contracts.

Selling, general and administrative expenses of $16 million for the three months ended March 31, 2008 was consistent
with the same period in 2007. Included in selling, general and administrative expense was net stock compensation
expense of $1 million and income of $1 million for the three months ended March 31, 2008 and 2007, respectively.

Sales Activity
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Net new home orders for the three months ended March 31, 2008 totaled 231 units, a decrease of 58
units compared to the same period in 2007. The decrease in net new home orders for the quarter was primarily due to the
continued weakness in our housing markets. However, net new orders were higher than the 104 units sold in the fourth
quarter of 2007.

Liquidity and Capital Resources
Financial Position

Our assets as of March 31, 2008 totaled $1,394 million, an increase of $43 million compared to December 31, 2007.
The increase was due primarily to increases in housing and land inventory and in receivables and other assets, partially
offset by a decrease in investments and housing and land joint ventures. Our housing and land inventory
and investments in housing and land joint ventures are our most significant assets with a combined book value of $1,245
million or approximately 89% of our total assets. Our housing and land assets increased by a combined $36 million in
2008 when compared to December 31, 2007. The increase was primarily due to the acquisition of a partner’s 50%
interest in a joint venture located in the Coachella Valley of California for $14 million of which $9 million was financed
by a seller carry note. In addition, as at March 31, 2008, we have consolidated this entity which includes the other $9
million related to the entity’s seller carry note. A summary of our lots owned and their stage of development at March 31,
2008 compared with December 31, 2007 follows:

March 31, December 31,

2008 2007

Completed homes, INCIUdING MOGEIS .......oviiiiiieeccee e 399 477
HOMES UNAEr CONSITUCTION ....viiiiiieciicie et sreenes 101 91
Homes with foundations / S1ahS .........c.coviiiiiiiiiecc e 261 165
TOtAl NOUSING UNIES. ...ttt 761 733
Lots ready for hOUSE CONSLIUCTION ........ocviiiieicice e e 2,592 2,683
3,353 3,416

Graded lots and lots commenced grading .........ccoceoveirerereiieiese e 1,516 1,552
UNAEVEIOPE TAND ..ot 9,908 8,110
14,777 13,078

Our total debt as of March 31, 2008 was $798 million, an increase of $63 million compared to December 31, 2007. Total
debt as of March 31, 2008 consisted primarily of project specific financings of $596 million, which represent
construction and development loans that are repaid from home and lot sales proceeds. 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. Other debt includes loans outstanding relating to mortgages we originated
that are repaid when the underlying mortgages are sold to permanent lenders and a promissory note due to a subsidiary of
our largest stockholder, Brookfield Asset Management Inc. As of March 31, 2008, the average interest rate on our debt
was 5.2% per year, with maturities as follows:

Maturities

($ millions) 2008 2009 2010 Post 2010 Total
Northern California........ccccoceovveivreiennnrisienenene $ 56 $ 58 $ 17 $ - $ 131
Southland / Los ANQEIES ........ccvveirieiicineen 5 14 53 25 97
San Diego / RIVErSide ........ccceeeviieeciceceeie, 84 98 18 - 200
Washington D.C. Area........cccooereieienineneneeiene 62 63 - 25 150

207 233 88 50 578
OLNET .ttt 9 202 9 - 220
TOtAL e $ 216 $ 435 $ 97 $ 50 $ 798

We generally fund the development of our communities through the use of project specific financings. As of March 31,
2008, we had available project specific debt lines of $254 million that were available to complete land development and
construction activities. We also had $48 million available on our revolving credit facility with a subsidiary of Brookfield
Asset Management Inc.

Cash Flow
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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 purposes during such early stages may significantly
exceed cash flows. Later, cash flows can significantly exceed earnings reported for financial statement purposes, as cost
of sales include charges for substantial amounts of previously expended costs.

Cash used in our operating activities during the three months ended March 31, 2008 totaled $32 million compared with
$88 million for the same period in 2007. We normally invest capital in the first half of a year as we build out our backlog
of homes, however, our inventory levels continue to be elevated and therefore we expect to invest significantly less in the
first half of 2008 when compared to the first half of 2007.

Cash used in our investing activities in joint ventures for the three months ended March 31, 2008 was $13 million,
compared with $7 million for the same period in 2007.

Cash provided by our financing activities for the three months ended March 31, 2008 was $46 million compared
with $22 million for the same period in 2007.

Contractual Obligations and Other Commitments

Our contractual obligations and other commitments have not changed materially from those reported in Management's
Discussion and Analysis of Financial Conditions and Results of Operations in our Annual Report on Form 10-K/A for
the fiscal year ended December 31, 2007.

A total of $449 million of our project specific financings mature in 2008 and 2009 as a result of our expected project
completions over this period. Although the level of our maturing debt is high, we expect to generate sufficient cash flow
from our assets in 2008 and 2009 to repay these obligations. Our net debt to total capitalization ratio as of March 31,
2008, which we define as total interest-bearing debt less cash divided by total interest-bearing debt less cash plus
stockholders’ equity and minority interest, was 64% compared to 61% at 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 our Annual
Report on Form 10-K/A for the year ended December 31, 2007 entitled "Risk Factors — Our Debt and Leverage Could
Adversely Affect our Financial Condition."

Our project specific financings require Brookfield Homes Holdings Inc., a wholly-owned 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 a subsidiary of Brookfield
Asset Management Inc. requires us to maintain minimum stockholders' equity of $300 million and a consolidated net
debt to book capitalization ratio of no greater than 70%. At March 31, 2008, we are in compliance with all our covenants.

Off-Balance Sheet Arrangements

In the ordinary course of business, we use lot option contracts 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 March 31, 2008, we had $77 million of primarily non-refundable option
deposits and advanced costs. The total exercise price of these options was $477 million. Pursuant to FIN 46R, as
described in Note 2 to our consolidated financial statements included elsewhere in this Form 10-Q, we have consolidated
$26 million of these option contracts. Please see Note 2 to our consolidated financial statements included elsewhere in
this Form 10-Q for additional information about our lot options.

We also own 2,663 lots through our proportionate share of joint ventures. As of March 31, 2008, our investment in
housing and land joint ventures totaled $127 million. We have provided varying levels of guarantees of debt in our joint
ventures. As of March 31, 2008, we had recourse guarantees of $21 million and limited capital maintenance guarantees
of $58 million with respect to debt in our joint ventures. During the three months ending March 31, 2008, we did not
have any loan re-margin requirements on our debt in our joint ventures.
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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 March 31, 2008, we had $16 million in letters of credit outstanding and $198 million
in performance bonds for these purposes. The costs to complete related to our letters of credit and performance bonds are
$9 million and $110 million, respectively. We do not believe that any of these letters of credit or bonds are likely to be
drawn upon.

Forward-Looking Statements

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

» ability to create shareholder value;

» strategies for shareholder value creation;

» cash flow generation and our ability to repay our debt obligations;

» the visibility on our future cash flow and earnings;

* investment of capital;

» the effect of interest rate changes on our cash flows;

» the effect on our business of existing lawsuits; and

» whether or not our letters of credit or performance bonds will be drawn upon.

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;

e 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;

» confidence levels of consumers;

» ability to raise capital on favorable terms;

» adverse weather conditions and natural disasters;

» 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 our Form 10-K/A for the
year ended December 31, 2007 and our other SEC filings.

Except as required by law, we undertake no obligation to publicly update any forward-looking statements unless required
by law, 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.

Item 3. 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 6.8% per annum. Based on our net debt levels as of March 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 designed 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 income statements. As of March 31, 2008, the fair value of the interest rate swaps
totaled a liability of $16 million.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. As of the end of our fiscal quarter ended March 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, as amended (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 the end of such fiscal quarter, 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 March 31, 2008, that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART Il. OTHER INFORMATION

Item 1. 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 1A. Risk Factors

There have been no material changes in our risk factors from those disclosed in our Annual Report on Form 10-K/A for
the fiscal year ended December 31, 2007.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

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 repurchase at March 31, 2008 was
approximately $49 million.

During the three months ended March 31, 2008, we did not repurchase any shares of our common stock.

Item 3. Defaults Upon Senior Securities

None.

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

None.

Item 5. Other Information

None.

Item 6. Exhibits
()  Exhibits.

31.1 Rule 13a - 14(a) certification by lan G. Cockwell, President and Chief Executive Officer.
31.2 Rule 13a - 14(a) certification by Paul G. Kerrigan, Executive Vice President and Chief Financial Officer.

32.1 Certification of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350.
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SIGNATURES

Pursuant to the requirements 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 12" day of
May, 2008.

BROOKFIELD HOMES CORPORATION

By: /s/ PAUL G. KERRIGAN
Paul G. Kerrigan
Executive Vice President and Chief Financial Officer
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Exhibit Description

31.1 Rule 13a - 14(a) certification by lan G. Cockwell, President and Chief Executive Officer
31.2 Rule 13a - 14(a) certification by Paul G. Kerrigan, Executive Vice President and Chief Financial Officer
321 Certification of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C.

Section 1350



EXHIBIT 31.1

CERTIFICATIONS

I, lan G. Cockwell, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q 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 | 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):

(@) Allsignificant 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:  May 12, 2008

By:

/s/ IAN G. COCKWELL

lan G. Cockwell
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATIONS

I, Paul G. Kerrigan, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q 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 | 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):

(@ Allsignificant 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:  May 12, 2008

By:

/sl PAUL G. KERRIGAN

Paul G. Kerrigan
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 Quarterly Report of Brookfield Homes Corporation (the "Company") on Form 10-Q for the period
ended March 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 Paul G. Kerrigan, 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: May 12, 2008

By: /s/ IAN G. COCKWELL

lan G. Cockwell
President and Chief Executive Officer

By: /s/ PAUL G. KERRIGAN

Paul G. Kerrigan
Executive Vice President and Chief Financial Officer



