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Item 1. Condensed Consolidated Financial Statements (Unaudited)

THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

September 30, December 31,
thousands except par values and share amounts 2021 2020
ASSETS
Investment in real estate:
Master Planned Communities assets $ 1,790,022 $ 1,687,519
Buildings and equipment 3,958,941 4,115,493
Less: accumulated depreciation (703,691) (634,064)
Land 348,057 363,447
Developments 1,472,028 1,152,674
Net property and equipment 6,865,357 6,685,069
Investment in real estate and other affiliates 281,843 377,145
Net investment in real estate 7,147,200 7,062,214
Net investment in lease receivable 2,915 2,926
Cash and cash equivalents 1,010,619 1,014,686
Restricted cash 437,950 228,311
Accounts receivable, net 81,935 66,726
Municipal Utility District receivables, net 383,696 314,394
Notes receivable, net 5,536 622
Deferred expenses, net 117,372 112,097
Operating lease right-of-use assets, net 53,593 56,255
Prepaid expenses and other assets, net 274,097 282,101
Total assets $ 9,514,913 $ 9,140,332
LIABILITIES
Mortgages, notes and loans payable, net $ 4,423,635 $ 4,287,369
Operating lease obligations 67,564 68,929
Deferred tax liabilities 173,969 187,639
Accounts payable and accrued expenses 1,141,761 852,258
Total liabilities 5,806,929 5,396,195
Commitments and Contingencies (see Note 9)
Redeemable noncontrolling interest 25,400 29,114
EQUITY
Preferred stock: $0.01 par value; 50,000,000 shares authorized, none issued — —
Common stock: $0.01 par value; 150,000,000 shares authorized, 56,196,818 issued and 55,124,486
outstanding as of September 30, 2021, 56,042,814 shares issued and 54,972,256 outstanding as of
December 31, 2020 563 562
Additional paid-in capital 3,957,814 3,947,278
Accumulated deficit (130,256) (72,556)
Accumulated other comprehensive loss (23,275) (38,590)
Treasury stock, at cost, 1,072,332 shares as of September 30, 2021, and 1,070,558 shares as of
December 31, 2020 (122,253) (122,091)
Total stockholders' equity 3,682,593 3,714,603
Noncontrolling interests (9) 420
Total equity 3,682,584 3,715,023
Total liabilities and equity $ 9,514,913 $ 9,140,332

See Notes to Condensed Consolidated Financial Statements.
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THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Table of Contents

Three Months Ended

Nine Months Ended

September 30, September 30,
thousands except per share amounts 2021 2020 2021 2020
REVENUES
Condominium rights and unit sales $ 163 142 $ 50,191 $ 185
Master Planned Communities land sales 56,305 39,248 152,124 136,053
Rental revenue 95,215 70,072 269,590 241,522
Other land, rental and property revenues 56,350 35,748 120,982 82,092
Builder price participation 11,155 9,230 29,338 25,936
Total revenues 219,188 154,440 622,225 485,788
EXPENSES
Condominium rights and unit cost of sales 82 1,087 68,485 105,336
Master Planned Communities cost of sales 23,419 15,899 63,928 58,560
Operating costs 90,025 58,272 219,866 168,763
Rental property real estate taxes 14,812 15,448 42,519 44,225
Provision for (recovery of) doubtful accounts 154 1,387 (1,944) 4,954
Demolition costs 43 — 192 —
Development-related marketing costs 4,020 1,912 8,061 6,541
General and administrative 19,033 23,441 61,133 84,755
Depreciation and amortization 56,299 52,395 155,395 160,995
Total expenses 207,887 169,841 617,635 634,129
OTHER
Provision for impairment — — (13,068) (48,738)
Gain (loss) on sale or disposal of real estate and other assets, net 39,141 108 60,474 46,232
Other income (loss), net (1,307) 1,284 (12,278) (793)
Total other 37,834 1,392 35,128 (3,299)
Operating income (loss) 49,135 (14,009) 39,718 (151,640)
Interest income 12 358 84 1,908
Interest expense (31,556) (31,872) (97,205) (98,717)
Gain (loss) on extinguishment of debt (1,577) (13,166) (37,543) (13,166)
Equity in earnings (losses) from real estate and other affiliates (7,848) 266,838 15,815 269,635
Income (loss) before taxes 8,166 208,149 (79,131) 8,020
Income tax expense (benefit) 6,049 44,147 (16,706) 3,203
Net income (loss) 2,117 164,002 (62,425) 4,817
Net (income) loss attributable to noncontrolling interests 1,936 (24,292) 4,725 (24,325)
Net income (loss) attributable to common stockholders $ 4,053 139,710 $ (57,700) $ (19,508)
Basic income (loss) per share $ 0.07 252 % (1.04) $ (0.38)
Diluted income (loss) per share $ 0.07 251 $ (1.04) $ (0.38)

See Notes to Condensed Consolidated Financial Statements.
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THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

thousands 2021 2020 2021 2020

Net income (loss) $ 2,117 $ 164,002 $ (62,425) $ 4,817
Other comprehensive income (loss):

Interest rate swaps (a) 2,971 5,346 11,232 (26,393)
Share of investee’s other comprehensive income (b) 1,508 — 4,083 —
Other comprehensive income (loss) 4,479 5,346 15,315 (26,393)
Comprehensive income (loss) 6,596 169,348 (47,110) (21,576)
Comprehensive (income) loss attributable to noncontrolling interests 1,936 (24,292) 4,725 (24,325)
Comprehensive income (loss) attributable to common stockholders $ 8532 $ 145,056 $ (42,385) $ (45,901)

(&) Amounts are shown net of deferred tax expense of $0.8 million for the three months ended September 30, 2021, $1.2 million for the three months ended
September 30, 2020, $3.1 million for the nine months ended September 30, 2021, and deferred tax benefit of $6.2 million for the nine months ended
September 30, 2020.

(b) The amount for 2021 is shown net of deferred tax expense of $0.4 million for the three months ended September 30, 2021, and $1.2 million for the nine
months ended September 30, 2021.

See Notes to Condensed Consolidated Financial Statements.
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THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
Accumulated
Additional Other Total
Common Stock Paid-In Accumulated Comprehensive Treasury Stock Stockholders' Noncontrolling Total
thousands except shares Shares Amount Capital Deficit (Loss) Income Shares Amount Equity Interests (a) Equity
Balance, June 30, 2021 56,196,818 $ 563 $3,955,162 $ (134,309) $ (27,754) (1,070,558) $(122,091) $ 3,671,571 $ 332 $ 3,671,903
Net income (loss) excluding a loss
of $1,595 attributable to
redeemable noncontrolling
interest — — — 4,053 — — — 4,053 (341) 3,712
Interest rate swaps, net of tax
expense (benefit) of $831 — — — — 2,971 — — 2,971 — 2,971
Share of investee's other
comprehensive income, net of tax
expense (benefit) of $429 — — — — 1,508 — — 1,508 — 1,508
Stock plan activity — — 2,652 — — (1,774) (162) 2,490 — 2,490
Balance, September 30,2021 56,196,818 $ 563 $3,957,814 $ (130,256) $ (23,275) (1,072,332) $(122,253) $ 3,682,593 $ (9) $ 3,682,584
Balance, June 30, 2020 55,981,559 $ 561 $3,941516 $ (205,621) $ (61,111) (1,050,260) $(120,530) $ 3,554,815 $ 184,888 $ 3,739,703
Net income (loss) excluding
income of $24,270 attributable to
redeemable noncontrolling
interest — — — 139,710 — — — 139,710 22 139,732
Interest rate swaps, net of tax
expense (benefit) of $1,167 — — — — 5,346 — — 5,346 — 5,346
Reclassification of redeemable
noncontrolling interest to
temporary equity — — — — — — — — (6,091) (6,091)
Derecognition of 110 North
Wacker (b) — — — 1 12,934 — — 12,935 (178,444) (165,509)
Common stock offering costs — — 3 — — — — 3 — 3
Stock plan activity (6,676) — 654 — — (2,875) (176) 478 — 478
Balance, September 30,2020 55,974,883 $ 561 $3,942,173 $ (65,910) $ (42,831) (1,053,135) $(120,706) $ 3,713,287 $ 375 $ 3,713,662

(a) Excludes redeemable noncontrolling interest, which is reflected in temporary equity. See Note 2 - Real Estate and Other Affiliates.
(b) Related to deconsolidation of 110 North Wacker. See Note 2 - Real Estate and Other Affiliates for additional information.

See Notes to Condensed Consolidated Financial Statements.
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THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
Accumulated
Additional Other Total
Common Stock Paid-In Accumulated Comprehensive Treasury Stock Stockholders' Noncontrolling Total
thousands except shares Shares Amount Capital Deficit (Loss) Income Shares Amount Equity Interests (a) Equity
Balance, December 31, 2020 56,042,814 $ 562 $3,947,278 $ (72,556) $ (38,590) (1,070,558) $(122,091) $ 3,714,603 $ 420 $ 3,715,023
Net income (loss) excluding a loss
of $4,296 attributable to
redeemable noncontrolling
interest — — — (57,700) — — — (57,700) (429) (58,129)
Interest rate swaps, net of tax
expense (benefit) of $3,145 — — — — 11,232 — — 11,232 — 11,232
Share of investee's other
comprehensive income, net of tax
expense (benefit) of $1,161 — — — — 4,083 — — 4,083 — 4,083
Issuance of common shares — — (5) — — — — (5) — (5)
Stock plan activity 154,004 1 10,541 — — 1,774) (162) 10,380 — 10,380
Balance, September 30,2021 56,196,818 $ 563 $3,957,814 $ (130,256) $ (23,275) (1,072,332) $(122,253) $ 3,682,593 $ (9) $ 3,682,584
Balance, December 31, 2019 43,635,893 $ 437 $3,343,983 $ (46,385) $ (29,372) (1,050,260) $(120,530) $ 3,148,133 $ 184,855 $ 3,332,988
Net income (loss) excluding
income of $24,270 attributable to
redeemable noncontrolling
interest — — — (19,508) — — — (19,508) 55 (19,453)
Interest rate swaps, net of tax
expense (benefit) of $(6,188) — — — — (26,393) — — (26,393) — (26,393)
Reclassification of redeemable
noncontrolling interest to
temporary equity — — — — — — — — (6,091) (6,091)
Derecognition of 110 North
Wacker(b) — — — 1 12,934 — — 12,935 (178,444) (165,509)
Adoption of ASU 2016-13 — — — (18) — — — (18) — (18)
Issuance of common shares 12,270,900 123 593,493 — — — — 593,616 — 593,616
Stock plan activity 68,090 1 4,697 — — (2,875) (176) 4,522 — 4,522
Balance, September 30, 2020 55,974,883 $ 561 $3,942,173 $ (65,910) $ (42,831) (1,053,135) $(120,706) $ 3,713,287 $ 375 $ 3,713,662

(a) Excludes redeemable noncontrolling interest, which is reflected in temporary equity. See Note 2 - Real Estate and Other Affiliates.
(b) Related to deconsolidation of 110 North Wacker. See Note 2 - Real Estate and Other Affiliates for additional information.

See Notes to Condensed Consolidated Financial Statements.

HHC 2021 FORM 10-Q | 6



FINANCIAL STATEMENTS

THE HOWARD HUGHES CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Table of Contents

Nine Months Ended September 30,

thousands 2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ (62,425) $ 4,817
Adjustments to reconcile net income (loss) to cash provided by (used in) operating activities:
Depreciation 140,867 146,345
Amortization 12,408 14,082
Amortization of deferred financing costs 7,676 10,392
Amortization of intangibles other than in-place leases 2,024 510
Straight-line rent amortization (6,547) (10,277)
Deferred income taxes (17,975) 1,186
Restricted stock and stock option amortization 7,432 4,000
Net gain on sale of properties (60,479) —
Net gain on sale of lease receivable — (38,124)
Proceeds from the sale of lease receivable — 64,155
(Gain) loss on extinguishment of debt 37,543 9,604
Impairment charges 13,799 60,762
Equity in (earnings) losses from real estate and other affiliates, net of distributions 23,000 (267,168)
Provision for doubtful accounts (1,175) 16,835
Master Planned Community development expenditures (215,559) (160,217)
Master Planned Community cost of sales 55,445 55,470
Condominium development expenditures (240,228) (175,536)
Condominium rights and units cost of sales 66,033 99,314
Net Changes:
Accounts and notes receivable (17,737) (17,514)
Prepaid expenses and other assets (15,008) (37,345)
Condominium deposits received 240,730 102,606
Deferred expenses (14,115) (20,716)
Accounts payable and accrued expenses 3,891 (32,979)
Cash provided by (used in) operating activities (40,400) (169,798)
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipment expenditures (1,223) (830)
Operating property improvements (27,064) (28,490)
Property development and redevelopment (178,734) (379,219)
Proceeds from sales of properties 299,085 —
Reimbursements under tax increment financings 667 4,887
Distributions from real estate and other affiliates 85,008 2,049
Investments in real estate and other affiliates, net (837) (2,919)
Cash provided by (used in) investing activities 176,902 (404,522)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from mortgages, notes and loans payable 1,870,378 1,324,360
Principal payments on mortgages, notes and loans payable (1,758,772) (861,975)
Proceeds from issuance of common stock — 593,617
Debt extinguishment costs (29,793) —
Special Improvement District bond funds released from (held in) escrow 7,939 4,562
Deferred financing costs and bond issuance costs, net (22,240) (16,399)
Taxes paid on stock options exercised and restricted stock vested (2,344) (844)
Stock options exercised 3,902 1,365
Cash provided by (used in) financing activities 69,070 1,044,686
Net change in cash, cash equivalents and restricted cash 205,572 470,366
Cash, cash equivalents and restricted cash at beginning of period 1,242,997 620,135
Cash, cash equivalents and restricted cash at end of period $ 1,448,569 $ 1,090,501

HHC 2021 FORM 10-Q | 7
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THE HOWARD HUGHES CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Nine Months Ended September 30,

thousands 2021 2020
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid $ 159,583 $ 154,448
Interest capitalized 54,287 53,699
Income taxes paid (refunded), net 1,789 312

NON-CASH TRANSACTIONS

Initial recognition of ASC 842 operating leases ROU asset — 493
Initial recognition of ASC 842 operating lease obligation — 493
Accrued property improvements, developments and redevelopments 21,973 (88,867)
Special Improvement District bond transfers associated with land sales 8,484 3,090
Special Improvement District bonds held in third-party escrow 45,425 22,750
Accrued interest on construction loan borrowing — 9,743
Capitalized stock compensation 1,538 1,107

See Notes to Condensed Consolidated Financial Statements.
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1. Summary of Significant Accounting Policies

General The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP), with intercompany transactions between consolidated subsidiaries eliminated. In
accordance with the instructions to Form 10-Q and Article 10 of Regulation S-X as issued by the Securities and Exchange Commission (the SEC),
these Condensed Consolidated Financial Statements do not include all of the information and disclosures required by GAAP for complete financial
statements. Readers of this quarterly report on Form 10-Q (Quarterly Report) should refer to The Howard Hughes Corporation (HHC or the
Company) audited Consolidated Financial Statements, which are included in the Company’s annual report on Form 10-K for the fiscal year ended
December 31, 2020, filed with the SEC on February 25, 2021 (the Annual Report). In the opinion of management, all normal recurring adjustments
necessary for a fair presentation of the financial position, results of operations, comprehensive income, cash flows and equity for the interim periods
have been included. The results for the three and nine months ended September 30, 2021, are not necessarily indicative of the results that may be
expected for the year ending December 31, 2021, and future fiscal years.

Certain amounts in the 2020 Condensed Consolidated Balance Sheet have been reclassified to conform to the current presentation. Specifically, the
Company reclassified straight-line rent from Prepaid expenses and other assets, net to Accounts Receivable, net.

Management has evaluated for disclosure or recognition all material events occurring subsequent to the date of the Condensed Consolidated
Financial Statements up to the date and time this Quarterly Report was filed.

Douglas Ranch Acquisition In October 2021, HHC announced the launch of Douglas Ranch, a new large-scale master planned community in the
city of Buckeye in the West Valley of Phoenix, Arizona. The Company closed on the all-cash purchase of approximately 33,810 acres for a purchase
price of $541.0 million. The purchase price includes an option for the seller to re-acquire a 50% interest in the property, with $33.8 million of the
purchase price being credited to the Seller upon exercise of the option. If the option is not exercised by the seller, the $33.8 million will be returned to
the Company. Simultaneous with the land acquisition, the Company closed on the acquisition of a 50% interest in Trillium Development Holding
Company, LLC, for $59.0 million. Trillium Development Holding Company, LLC owns approximately 3,029 acres of land in Buckeye, Arizona.

Share Repurchase Program In October 2021, the board of directors of The Howard Hughes Corporation, authorized a share repurchase program,
pursuant to which the Company may, from time to time, purchase up to $250.0 million of its common stock through open market transactions. The
date and time of such repurchases will depend upon market conditions. All repurchases will be made in compliance with, and at such times as
permitted by, federal securities laws and may be suspended or discontinued at any time. The new program replaces the Company’s prior share
repurchase program adopted in October 2019, which authorized the repurchase of up to $100.0 million of its common stock. Under this program, the
Company had repurchased an aggregate value of $53.9 million of its common stock as of September 30, 2021.

COVID-19 Pandemic The 2020 outbreak of the novel strain of the coronavirus (COVID-19) resulted in a global slowdown of economic activity
including worldwide travel restrictions, prohibitions of non-essential work activities, and the disruption and shutdown of businesses, all of which
resulted in significant uncertainty in global financial markets and a material adverse impact on the Company’s financial performance in fiscal 2020,
particularly in the Operating Asset and Seaport segments. Many states began easing quarantine protocols near the end of the second quarter of
2020, which allowed most of the Company'’s retail and hospitality properties to resume operations on a limited basis. While COVID-19 has adversely
impacted all business segments during 2020 and 2021, the Company’s performance notably improved during the second half of 2020. This
improvement has continued through the third quarter of 2021.

The extent to which COVID-19 continues to impact the Company will depend on future developments, which are highly uncertain and cannot be
predicted with confidence, including the actions taken to contain the pandemic or mitigate its impact, such as the speed and effectiveness of vaccine
and treatment developments and their deployment, potential mutations of COVID-19, and the direct and indirect economic effects of the pandemic
and containment measures.

Restricted Cash Restricted cash reflects amounts segregated in escrow accounts in the name of the Company, primarily related to escrowed
condominium deposits by buyers and other amounts related to taxes, insurance and legally restricted security deposits and leasing costs.

HHC 2021 FORM 10-Q | 9
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Accounts Receivable, net On a quarterly basis, management reviews tenant rents, tenant recoveries and straight-line rent assets for collectability.
As required under Accounting Standards Codification (ASC) 842 - Leases, this analysis includes a review of past due accounts and considers
factors such as the credit quality of tenants, current economic conditions and changes in customer payment trends. When full collection of a lease
receivable or future lease payment is not probable, a reserve for the receivable balance is charged against rental revenue and future rental revenue
is recognized on a cash basis. Due to the continued impacts of COVID-19 on the collectability of tenant receivables, the Company determined full
collection of outstanding tenant rents and recoveries was not probable for some retail tenants. In addition, the Company determined that a reserve
for estimated losses under ASC 450 - Contingencies is required as the amount is probable and can be reasonably estimated.

The following table represents the components of Accounts Receivable, net of amounts considered uncollectible, in the accompanying Condensed
Consolidated Balance Sheets:

thousands September 30, 2021 December 31, 2020

Tenant receivables $ 9,150 $ 4,339
Straight-line rent receivables 68,709 59,288
Other receivables 4,076 3,099
Accounts receivable, net (a) $ 81,935 $ 66,726

(@) As of September 30, 2021, the total reserve balance for amounts considered uncollectible was $29.9 million, comprised of $26.4 million related to ASC
842 and $3.6 million related to ASC 450. As of December 31, 2020, the total reserve balance was $33.0 million, comprised of $27.3 million related to
ASC 842 and $5.7 million related to ASC 450.

The following table summarizes the impacts of the ASC 842 and ASC 450 reserves in the accompanying Condensed Consolidated Statements of
Operations:

Three Months Ended Nine Months Ended
September 30, September 30,
thousands Income Statement Location 2021 2020 2021 2020
ASC 842 reserve Rental revenue $ (610) $ 9,718 $ 751 $ 16,937
ASC 450 reserve Provision for (recovery of) doubtful accounts (10) 1,673 (2,249) 6,069
Total impact $ (620) $ 11,391 $ (1,498) $ 23,006

Temporary Business Closures During the first half of 2020, the Company experienced closures of its Seaport retail and food and beverage assets
as well as its three hotels in The Woodlands.

The Company reopened The Woodlands Resort in May 2020, the Embassy Suites at Hughes Landing in June 2020 and The Westin at The
Woodlands in July 2020. As a result, occupancy levels rose throughout the second half of 2020 and into 2021 but remained lower than levels
achieved prior to the pandemic. On September 16, 2021, the Company completed the sale of all three hospitality assets for $252.0 million, resulting
in a gain on sale of $39.1 million. Refer to Note 3 - Dispositions for additional information.

Many of the Seaport retail and food and beverage assets resumed operations in the third quarter of 2020, on a limited basis. Most remaining
restrictions were lifted in June of 2021; however, many businesses at the Seaport continue to operate at less than full capacity primarily due to labor
shortages. The 2020 Seaport summer concert series was cancelled and in its place a new concept at the Pier 17 rooftop was launched called The
Greens, which continued through the end of first quarter of 2021. The Greens concept returned in May 2021 to complement the summer concert
series, which began in July 2021, and ran through mid-October 2021. The Greens concept and 2021 concert series continue to generate high
customer demand for the outdoor venue. Additionally, in April 2021, Momofuku reopened the Ssam Bar in the space previously occupied by its
former concept, Bar Wayo and Andrew Carmellini's Noho Hospitality opened Mister Dips in May 2021 and Carne Mare in June 2021.

HHC 2021 FORM 10-Q | 10



FINANCIAL STATEMENTS

Use of Estimates The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions.
These estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting periods. The estimates and assumptions
include, but are not limited to, capitalization of development costs, provision for income taxes, recoverable amounts of receivables and deferred tax
assets, initial valuations of tangible and intangible assets acquired and the related useful lives of assets upon which depreciation and amortization is
based. Estimates and assumptions have also been made with respect to future revenues and costs, debt and options granted. In particular, Master
Planned Communities (MPC) cost of sales estimates are highly judgmental as they are sensitive to cost escalation, sales price escalation and lot
absorption, which are subject to judgment and affected by expectations about future market or economic conditions. Actual results could differ from
these and other estimates. In addition, these estimates may change in the near term due to the continued demands and constraints on the
Company'’s supply chain resulting from the COVID-19 pandemic.

Noncontrolling Interests As of September 30, 2021 and December 31, 2020, noncontrolling interests are related to the Ward Village Homeowners’
Associations (HOASs). All revenues and expenses related to the HOAs are attributable to noncontrolling interests and do not impact net income
attributable to common stockholders. For additional information on redeemable noncontrolling interest refer to Note 2 - Real Estate and Other
Affiliates.

Financial Instruments - Credit Losses The Company is exposed to credit losses through the sale of goods and services to the Company’s
customers. Receivables held by the Company primarily relate to short-term trade receivables and financing receivables, which include Municipal
Utility District (MUD) receivables, Special Improvement District (SID) bonds, TIF receivables, net investments in lease receivables, and notes
receivable. The Company assesses its exposure to credit loss based on historical collection experience and future expectations by portfolio
segment. Historical collection experience is evaluated on a quarterly basis by the Company.

The amortized cost basis of financing receivables, consisting primarily of MUD receivables, totaled $482.6 million as of September 30, 2021,
including accrued interest of $21.0 million. There has been no material activity in the allowance for credit losses for financing receivables for the nine
months ended September 30, 2021.

Financing receivables are considered to be past due once they are 30 days contractually past due under the terms of the agreement. The Company
does not have significant receivables that are past due or on nonaccrual status. There have been no significant write-offs or recoveries of amounts
previously written off during the current period for financing receivables.

Recently Issued Accounting Standards The following is a summary of recently issued and other notable accounting pronouncements that relate
to the Company'’s business.

ASU 2020-04, Reference Rate Reform The amendments in this Update provide optional expedients and exceptions for applying GAAP to
contracts, hedging relationships, and other transactions affected by reference rate reform when certain criteria are met. The amendments in this
Update apply only to contracts, hedging relationships, and other transactions that reference London Interbank Offered Rate (LIBOR) or another
reference rate expected to be discontinued because of reference rate reform. The expedients and exceptions provided by the amendments do not
apply to contract modifications made and hedging relationships entered into or evaluated after December 31, 2022, except for hedging relationships
existing as of December 31, 2022, for which an entity has applied certain optional expedients that are retained through the end of the hedging
relationship. The amendments in this Update are effective as of March 12, 2020, through December 31, 2022. The guidance in Accounting
Standards Update (ASU) 2020-04 is optional and may be elected over time as reference rate reform activities occur. During the first quarter of 2020,
the Company elected to apply the hedge accounting expedients related to probability and the assessments of effectiveness for future LIBOR-
indexed cash flows to assume that the index upon which future hedge transactions will be based matches the index on the corresponding
derivatives. Application of these expedients preserves the presentation of derivatives consistent with past presentation. The Company continues to
evaluate the impact of the guidance and may apply other elections as applicable as additional changes in the market occur. An entity may elect to
apply the amendments for contract modifications by Topic or Industry Subtopic as of any date from the beginning of an interim period that includes or
is subsequent to March 12, 2020, or prospectively from a date within an interim period that includes or is subsequent to March 12, 2020, up to the
date that the financial statements are available to be issued.
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2. Real Estate and Other Affiliates

As of September 30, 2021, the Company does not consolidate the investments below as it does not have the power to direct the activities that most
significantly impact the economic performance of the ventures and does not have controlling interests in these investments. As a result, the
Company reports its interests in accordance with the equity method. As of September 30, 2021, approximately $634.5 million of indebtedness was
secured by the properties owned by the Company’s real estate and other affiliates, of which the Company’s share was $292.8 million based on
economic ownership. All of this indebtedness is without recourse to the Company, with the exception of $100.6 million related to 110 North Wacker.

Equity investments in real estate and other affiliates are reported as follows:

Economic/Legal Ownership Carrying Value Share of Earnings/Dividends
Three Months Ended Nine Months Ended
September 30, December 31, September 30, December 31, September 30, September 30,
thousands except percentages 2021 2020 2021 2020 2021 2020 2021 2020

Equity Method Investments
Operating Assets:
110 North Wacker (a) see below see below $ 224,004 $ 261,143 $ (15,954) — $ (42,966) $ —
;I’br;e Metropolitan Downtown Columbia

50 % 50 % —_ — (233) 215 (122) 637
Stewart Title of Montgomery County,
50 % 50 % 4,424 3,924 715 375 1,349 878
Woodlands Sarofim #1 20 % 20 % 3,207 3,120 34 32 87 96
m.flats/TEN.M 50 % 50 % 563 1,247 330 340 966 496
Master Planned Communities:
The Summit (c) see below see below 39,196 96,300 8,277 (1,563) 54,568 4,403
Seaport
Mr. C Seaport (d) — % — % — — — — — (6,900)
The Lawn Club (e) see below see below 123 — — — — —
Ssam Bar (Momofuku) (f) see below see below 6,142 7,101 (1,009) (288) (1,697) (2,064)
Strategic Developments:
Circle T Ranch and Power Center (g) — % — % — — — 216 — 891
HHMK Development 50 % 50 % 10 10 — — — —
KR Holdings 50 % 50 % 222 347 ®) %) (125) (44)
110 North Wacker (a) see below see below — — — 267,518 — 267,518
277,891 373,192 (7,848) 266,838 12,060 265,911
Other equity investments (h) 3,952 3,953 — — 3,755 3,724
Investments in real estate and other
affiliates $ 281,843 $ 377,145 $ (7,848) $ 266,838 $ 15,815 $ 269,635

(a) During the third quarter of 2020, 110 North Wacker was completed and placed in service. This triggered a reconsideration event that resulted in the deconsolidation of 110
North Wacker and the recognition of the retained equity method investment at fair market value. The $267.5 million gain on deconsolidation was recorded in the Strategic
Developments segment and the equity method investment was then transferred from the Strategic Development segment to the Operating Asset segment. Refer to the
discussion below for additional details.

(b) The Metropolitan Downtown Columbia was in a deficit position of $11.0 million at September 30, 2021, and $5.0 million at December 31, 2020, due to distributions from
operating cash flows in excess of basis. These deficit balances are presented in Accounts payable and accrued expenses at September 30, 2021, and December 31, 2020.
The increase in the deficit balance is primarily due to a $5.0 million distribution in the third quarter of 2021.

(c) The decrease in investment balance is primarily due to distributions of $100.5 million received during the second quarter of 2021 and $10.0 million received during the third
quarter of 2021 partially offset by an increase in income. Refer to discussion below for details on the ownership structure.

(d) During the third quarter of 2020, the Company completed the sale of its 35% equity investment in Mr. C Seaport.

(e) Refer to the discussion below for details on the ownership structure.

(f) During the first quarter of 2021, Bar Way0 was rebranded as Ssam Bar. Refer to the discussion below for details on the ownership structure.

(g) During the fourth quarter of 2020, the Company completed the sale of its 50% equity investment in Circle T Ranch and Power Center.

(h) Other equity investments represent equity investments not accounted for under the equity method. The Company elected the measurement alternative as these
investments do not have readily determinable fair values. There were no impairments, or upward or downward adjustments to the carrying amounts of these securities
either during current year or cumulatively.

Significant activity for investments in real estate and other affiliates and the related accounting considerations are described below.
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110 North Wacker The Company formed a partnership with a local developer (the Partnership) during the second quarter of 2017. During the
second quarter of 2018, the Partnership executed an agreement with USAA related to 110 North Wacker (collectively, the local developer and USAA
are the Partners) to construct and operate the building at 110 North Wacker (the Venture).

The Partnership was determined to be a variable interest entity (VIE), and as the Company has the power to direct the activities of the Partnership
that most significantly impact its economic performance, the Company is considered the primary beneficiary and consolidates the Partnership.
Additionally, the noncontrolling interest holder has the right to require the Company to purchase its interest in the Partnership if the Venture has not
been sold or refinanced (with distributions made to the local developer and Company sufficient to repay all capital contributions) at the later of (1) the
third anniversary of the issuance of the certificate of occupancy for the project or (2) the fifth anniversary of the effective date of the Partnership's
LLC agreement. Therefore, the local developer’'s redeemable noncontrolling interest in the Partnership is presented as temporary equity on the
Condensed Consolidated Balance Sheets. As of September 30, 2021, the time restriction has not been met, and the Company believes it is not
probable that the put will be redeemed. As such, the redeemable noncontrolling interest is measured at the initial carrying value plus net income
(loss) attributable to the noncontrolling interest and is not adjusted to fair value. The following table presents changes in Redeemable noncontrolling
interest:

Redeemable Noncontrolling

thousands Interest

Balance as of December 31, 2020 $ 29,114
Net income (loss) attributable to noncontrolling interest (4,296)
Share of investee’s other comprehensive income 582
Balance as of September 30, 2021 $ 25,400
Balance as of December 31, 2019 $ —
Reclassification of redeemable noncontrolling interest from permanent equity 6,091
Net income (loss) attributable to noncontrolling interest 24,270
Balance as of September 30, 2020 $ 30,361

Upon execution of the Venture in the second quarter of 2018, the Company contributed land with a carrying value of $33.6 million and an agreed
upon fair value of $85.0 million, the local developer contributed $5.0 million in cash and USAA contributed $64.0 million in cash. USAA was required
to fund up to $105.6 million in addition to its initial contribution. HHC and the local developer also had additional cash funding requirements and
contributed $9.8 million and $1.1 million, respectively, during 2018. The Company and its Partners entered into a construction loan agreement further
described in Note 6 - Mortgages, Notes and Loans Payable, Net. Any further cash funding requirements by the Partnership were eliminated when
the construction loan was increased on May 23, 2019. Concurrently with the increase in the construction loan, USAA agreed to fund an additional
$8.8 million, for a total commitment of $178.4 million. No changes were made to the rights of either the Company or the Partners under the
construction loan agreement.

The Company concluded that the Venture was within the scope of the VIE model, and that it was the primary beneficiary of the Venture during the
development phase of the project because it had the power to direct activities that most significantly impact the Venture’'s economic performance;
however, upon the building’s completion, the Company expected to recognize the investment under the equity method. As the primary beneficiary of
the VIE during the development phase, the Company had consolidated 110 North Wacker and its underlying entities since the second quarter of
2018. During the third quarter of 2020, 110 North Wacker was completed and placed in service, triggering a reconsideration event. Upon
development completion, the Company concluded it is no longer the primary beneficiary and as such, should no longer consolidate the Venture. As
there have been no changes to the structure and control of the Partnership with the local developer, the Company will continue to consolidate the
Partnership.
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As of September 30, 2020, the Company derecognized all assets, liabilities and noncontrolling interest related to the Venture that were previously
consolidated and recognized an equity method investment of $273.6 million based on the fair value of its interest in 110 North Wacker. The
Company recognized a gain of $267.5 million attributable to the initial fair value step-up at the time of deconsolidation, which is included in Equity in
earnings (losses) from real estate and other affiliates on the Condensed Consolidated Statements of Operations and reported in the Strategic
Developments segment for the three months ended September 30, 2020. The Company utilized a third-party appraiser to measure the fair value of
110 North Wacker on an as-is basis at September 30, 2020, using the discounted cash flow approach and sales comparison approach, based on
current market assumptions. Also as a result of the deconsolidation, the Company recognized an additional $15.4 million attributable to the
recognition of previously eliminated development management fees, which is included in Other land, rental and property revenues on the
Condensed Consolidated Statements of Operations and reported in the Strategic Developments segment for the three months ended September 30,
2020. As 110 North Wacker was placed in service, the equity method investment was transferred from the Strategic Development segment to the
Operating Asset segment.

Given the nature of the Venture’s capital structure and the provisions for the liquidation of assets, the Company’s share of the Venture's income-
producing activities will be recognized based on the Hypothetical Liquidation at Book Value (HLBV) method. Under this method, the Company will
recognize income or loss in Equity in earnings from real estate and other affiliates based on the change in its underlying share of the Venture’s net
assets on a hypothetical liquidation basis as of the reporting date. After USAA receives a 9.0% preferred return on its capital contribution, the
Partnership is entitled to cash distributions from the venture until it receives a 9.0% return on its capital account, calculated as the initial land
contribution of $85.0 million and cash contribution of $5.0 million, plus subsequent cash contributions and less subsequent cash distributions.
Subsequently, USAA is entitled to cash distributions equal to 11.11% of the amount distributed to the Partnership that resulted in a 9.0% return.
Thereafter, the Partnership and USAA are entitled to distributions pari passu to their profit ownership interests of 90% and 10%, respectively.

The Lawn Club On January 19, 2021, the Company formed HHC Lawn Games, LLC with The Lawn Club NYC, LLC (Endorphin Ventures), to
construct and operate an immersive indoor and outdoor restaurant that includes an extensive area of indoor grass, a stylish clubhouse bar and a
wide variety of lawn games. This concept is expected to open in early 2022. Under the terms of the agreement, the Company will fund 80.0% of the
cost to construct the restaurant, and Endorphin Ventures will contribute the remaining 20.0%. The Company also entered into a lease agreement
with HHC Lawn Games, LLC (Lease Agreement) to lease 20,000 square feet of the Fulton Market Building for this venture. The Company will report
its ownership interest in accordance with the equity method.

Available cash will be distributed 80.0% to the Company and 20.0% to Endorphin Ventures until each member’s unreturned capital account has
been reduced to zero. Distributions will then be allocated 60.0% to the Company and 40.0% to Endorphin Ventures until the amounts paid to the
Company under the Lease Agreement and the aggregate amounts distributed to the Company equal $100 per square foot of the property on an
annual basis. Any remaining cash will be distributed equally between both members. Given the nature of The Lawn Club’s capital structure and the
provisions for the liquidation of assets, the Company’s share of The Lawn Club’s income-producing activities will be recognized based on the HLBV
method.

Ssam Bar (formerly Bar Way®o) During the first quarter of 2016, the Company formed Pier 17 Restaurant C101, LLC (Bar Way0) with MomoPier,
LLC (Momofuku), an affiliate of the Momofuku restaurant group, to construct and operate a restaurant and bar at Pier 17 in the Seaport. Under the
terms of the agreement, the Company funded 89.75% of the costs to construct the restaurant, and Momofuku contributed the remaining 10.25%. In
2021, Bar Way0d was rebranded as the Ssam Bar.

As of September 30, 2021, and December 31, 2020, Ssam Bar is classified as a VIE because the equity holders, as a group, lack the characteristics
of a controlling financial interest. The carrying value of Ssam Bar as of September 30, 2021, is $6.1 million and is classified as Investments in real
estate and other affiliates in the Condensed Consolidated Balance Sheets. The Company’s maximum exposure to loss as a result of this investment
is limited to the aggregate carrying value of the investment as the Company has not provided any guarantees or otherwise made firm commitments
to fund amounts on behalf of this VIE.

After each member receives a 10.0% preferred return on its capital contributions, available cash will be allocated 75.0% to the Company and 25.0%
to Momofuku, until each member’s unreturned capital account has been reduced to zero. Any remaining cash will be distributed to the members in
proportion to their respective percentage interests, or 50.0% each to the Company and Momofuku. Given the nature of Ssam Bar’s capital structure
and the provisions for the liquidation of assets, the Company’s share of Ssam Bar’s income-producing activities is recognized based on the HLBV
method.
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The Summit During the first quarter of 2015, the Company formed DLV/HHPI Summerlin, LLC (The Summit) with Discovery Land Company
(Discovery). The Company contributed land with a carrying value of $13.4 million and transferred SID bonds related to such land with a carrying
value of $1.3 million to The Summit at the agreed upon capital contribution value of $125.4 million, or $226,000 per acre and has no further capital
obligations. Discovery is required to fund up to a maximum of $30.0 million of cash as their capital contribution, of which $3.75 million has been
contributed. The gains on the contributed land are recognized in Equity in earnings from real estate and other affiliates as The Summit sells lots.

As of September 30, 2021, the Company had receive