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Disclaimer

This presentation is for discussion and general informational purposes only. It does not have regard to the specific investment objective, financial 
situation, suitability, or the particular need of any specific person who may receive this presentation, and should not be taken as advice on the merits of 
any investment decision. This presentation is not an offer to sell or the solicitation of an offer to buy interests in a fund or investment vehicle managed by 
@Find_Me_Value (Twitter handle) and is being provided to you for informational purposes only. 

The views expressed herein represent the opinions of @Find_Me_Value, and are based on publicly available information with respect to The Howard 
Hughes Corp. (HHC). Certain financial information and data used herein have been derived or obtained from public filings, including filings made by the 
issuer with the securities and exchange commission (“sec”), and other sources. 

@Find_Me_Value has not sought or obtained consent from any third party to use any statements or information indicated herein as having been obtained 
or derived from statements made or published by third parties. Any such statements or information should not be viewed as indicating the support of such 
third party for the views expressed herein. 

No warranty is made that data or information, whether derived or obtained from filings made with the SEC or from any third party, are accurate. No 
agreement, arrangement, commitment or understanding exists or shall be deemed to exist between or among @Find_Me_Value and any third party or 
parties by virtue of furnishing this presentation. 

Except for the historical information contained herein, the matters addressed in this presentation are forward-looking statements that involve certain risks 
and uncertainties. You should be aware that actual results may differ materially from those contained in the forward-looking statements. @Find_Me_Value 
shall not be responsible or have any liability for any misinformation contained in any SEC filing, any third party report or this presentation. There is no 
assurance or guarantee with respect to the prices at which any securities of the issuer will trade, and such securities may not trade at prices that may be 
implied herein. 

The estimates, projections and pro forma information set forth herein are based on assumptions which @Find_Me_Value believes to be reasonable, but 
there can be no assurance or guarantee that actual results or performance of the issuer will not differ, and such differences may be material. This 
presentation does not recommend the purchase or sale of any security. @Find_Me_Value reserves the right to change any of its opinions expressed 
herein at any time as it deems appropriate. @Find_Me_Value disclaims any obligation to update the information contained herein. Under no 
circumstances is this presentation to be used or considered as an offer to sell or a solicitation of an offer to buy any security.

Do your own research. Trust but verify.



Conclusions from My Analysis:

• At current prices ($91.00/share on 2-25-2015) investors are discounting quite a bit, such as potentially:

• $0 value to any future development in The Woodlands

• $0 value to any future development, besides the current 6 towers, in Ward Village

• $0 value to the redevelopment of Ward Village operating asset, which should add an additional $500m - $1 billion of total value (undiscounted)

• Deterioration of The Woodlands commercial assets, which make up about 20% of the current market price, due to oil prices/concerns with 
Houston

• $0 value to South Street Seaport Project #2, which is up to 700,000 SF of development

• $0 value to the Discovery Land joint venture

• Potentially higher cap rates on each asset, due to perceived higher risks or higher overall rates without commensurate pricing power



Is the 40%+ Decline an Overshoot?

Source: Finance Yahoo



About: The Howard Hughes Corp. (“HHC”)

• Mission: To be the preeminent real estate developer and operator of master planned communities and mixed 
used properties across the United States

• Owns assets across 16 states

• Three Business Segments:

• Master Planned Communities

• Operating Assets

• Strategic Developments

• Created from spin-off in November 2010 from General Growth Properties (GGP)

• Original portfolio was underdeveloped, unmaintained by GGP

• Pershing Square’s Bill Ackman helped formation of HHC, hand picked the executives, and currently owns 
~13.2% of HHC in his hedge fund

• CEO, President, and CFO collectively invested $20 million in cash in the forms of warrants and common equity 
that can’t be hedge or sold until earliest November 2016

Source: HHC filings, presentations



Premier Portfolio of Assets

Source: HHC Filings and Presentations



The Legacy of The Howard Hughes Corp.

Source: HHC Filings and Presentations



The Creation of The Howard Hughes Corp.

• Spun-off from General Growth Properties (GGP) when it emerged from bankruptcy November 2010

• Bill Ackman (Pershing Square) joined the board of GGP after it filed for bankruptcy, learned about specific 
assets

• Ackman decides to spin off assets that were not ideal under a REIT structure: development assets, master 
planned communities (MPC’s) and other assets whose current cash flow wasn’t reflective of the long-term 
potential

• REITs are typically valued based on distributable free cash flow, the new “HHC” barely had any consistent FCF

• HHC was spun-off specifically to create value to avoid a takeover from Simon Properties, also had risk of 
transaction failure from antitrust issues

• Ackman personally sought out the management team for newly formed HHC

• David Weinreb, a Dallas-based real estate investor for 25+ years

• Grant Herlitz, partner of Weinreb

• Weinreb, Herlitz, and CFO Andy Richardson committed $19 million of their own money to purchase long-term 
warrants of HHC at the fair value at the time of purchase

• Cannot be sold, hedged for 6 years of the 7 year life

• Meant to align shareholders with management

• Ackman became the Chairman of the Board, protecting his hedge fund’s investment in HHC as well

Source: HHC Filings and Presentations



How to Value HHC?

• 2010 Annual Report: “With respect to the valuation of HHC, the easy answer is that you should calculate the  
value of our assets – cash, real estate, and tax attributes – subtract our liabilities and then divide by fully diluted 
shares outstanding. The difficulty is that the real estate assets owned by HHC are notoriously difficult to value. 
First, you should consider that their long-term value – the value that can be achieved by a long-term owner – is, 
in my opinion, materially higher than their liquidation value.” – Bill Ackman

• “For our MPC assets, one can make assumptions about the timing and number of future lot sales and then discount back these cash flows 
over the 30-or-so-year life of the project at a discount rate you deem appropriate. The problem with such an approach is that small changes in 
assumptions on discount rates, lot pricing and selling velocity, inflation, etc. can have an enormous impact on fair value.”

• “For our development assets, one needs to make assumptions about what will be built, when it will it be built, to whom it will be leased, what 
rents it will achieve, what expenses it will incur, and what multiple an investor will place on these cash flows. Again, even highly sophisticated 
real estate investors will assign substantially divergent values to the same assets when using their own assumptions.”

• Usual metrics like: net income, operating cash flow, EBITDA, AFFO, earnings per share, etc. do not offer much 
help due to the timing of the sale of assets, build out costs, the book value of the assets.

Source: HHC Filings and Presentations



The HHC Fly-Wheel

• Originally, HHC helped fund the “strategic asset” development costs through a combination of selling MPC land 
and raising outside capital (debt)

• Now, there is a substantial amount of earnings stream (and growing) in the “operating asset” category that is 
self-funding, and provides additional flexibility in terms of:

• When/if HHC wants to sell MPC assets/land

• Utilize NOI to fund new strategic developments

• Can utilize non-recourse debt on a majority of the assets supported by the cash flow of the asset

• Additionally, HHC has been using its assets – specifically, their land – as the only contribution in joint ventures 
with other development companies (apartments, other facilities/projects) and avoids borrowing money, using any 
cash, and receives 50% (or more) of the future economics from the joint-venture

• Discovery Land (Summerlin)

• Millennium Waterway Phase II

• Parcel C (Ketler)

• Summerlin Apartments, LLC

• Metropolitan Downtown Columbia Apartments (Maryland)

Source: HHC Filings and Presentations, personal conclusions and estimates



HHC’s Transition (2010 – current)

2010 Annual Report Q3 2015 10-Q

Source: HHC Filings and Presentations



Many Assets; Only a Handful That Matter

• Master Planned Communities (MPC)

1. Summerlin (Las Vegas, NV)

2. The Woodlands (Houston, TX)

3. Bridgeland (Houston, TX)

4. The Woodlands Hills (Conroe, TX)

5. Columbia, Maryland

• Operating Assets

1. The Woodlands

2. Manhattan (South Street Seaport/Pier 17)

3. Ward Village

4. Summerlin, NV

• Strategic Assets

1. Manhattan (South Street Seaport/Pier 17) Projects #2 and #3

2. Discovery Land (Summerlin, NV)

3. Future Columbia, MD commercial/residential/mixed-use build-out

4. Future 1m – 1.5m retail/commercial in Ward Village (Honolulu, HI)

5. Future condo towers in Ward Village (Honolulu, HI)

6. Future 8.0m condo/commercial build-out in The Woodlands

Source: HHC Filings and Presentations, importance based on personal judgment



Master Planned Communities (MPC) 

The Woodlands, TX / Bridgeland/ Woodlands 
Hills

• Over 400 acres in The Woodlands 

• Over 3,000 residential acres in Bridgeland

• Over 2,000 acres in Woodlands Hills

Columbia, Maryland

• About 200 commercial acres inside the Columbia MPC

• Sell-out ~2022

Summerlin (Las Vegas, NV)

• About 4,000 residential acres

• Committed 555 acres to Discovery Land “JV”

• Largest private landowner in Las Vegas

• Consistent top 10 selling MPC in U.S.

• Expected sell-out ~2039

MPC

Source: HHC Filings and Presentations



The Woodlands (north Houston, TX)

• 27 miles north of Houston

• 28,400 acres

• 110,000+ residents

• 28% of The Woodlands is dedicated to green 
space, parks, pathways, open spaces, golf 
courses, forest preserves

• Originally owned 52.5% with Morgan Stanley, 
purchased their share in 2011, now own 100% of 
The Woodlands

• Montgomery County has 53% higher median 
household income than Houston; about 74% 
higher than average U.S. and Texas 

• Average Family Income  = $108,859 
(Montgomery County)

• Estimated value = ~$150m (discounted, 
unlevered)

(more information on Houston & The Woodlands in proceeding slides)

MPC

Exxon Campus 

Source: HHC Filings and Presentations, personal estimates



Bridgeland (west Houston, TX)

• Estimated value = ~$500m (discounted, unlevered)

• Price per acre has increased from $214,000 in 2011 to ~$400,000 in 2014/2015

• Will benefit greatly from the build-out/completion of Grand Parkway/99 due to ease of access to other suburbs 
and the “Energy Corridor”

• About 4,700 total acres remaining (commercial and residential)

• Will look to make it a community similar to The Woodlands

MPC

Source: HHC Filings and Presentations, personal estimates



The Woodlands Hills (Conroe, Texas)

• HHC bought land 13 miles north of The Woodlands in early 2015, north of Conroe, TX

• This land will comprise of 4,900 lots on more than 1,488 acres of residential development

• It will begin later 2016/early 2017 

• Will add value to shareholders likely between 2018-2025 due to timing, build out, commercial development 
within the space

• Will not add any additional financial leverage until the operations become cash-flow positive after debt service

• Purchased for $101m in 2015

• At this point, only worth about ~$125m in equity value

MPC

Source: HHC Filings and Presentations, personal estimates



Concerns about “Houston” Assets

• Oil price declines will lead to:

• Higher vacancies

• Poor pricing power on existing properties

• Higher sub-lease percentages

• Downsizing by companies 

• Delay in the build out of the “future development” opportunities which HHC has discussed previously

• Inverted thinking on the Houston-assets

• The MPCs only have ~ $220m debt, majority of which is at one-month LIBOR + 0.20% 

• Most of The Woodlands CRE came online last 2-4 years, in new contracts which should come up for expiration in at least 2 years + for the 
larger tenants

• The Woodlands has zero competition in terms of residential RE, Commercial RE, office, apartments, hotels….HHC controls the supply all 
around, won’t be irrational owner.

• Increase in vacancies in Class A buildings in The Woodlands due to 2 properties that came online in Q4-2015: 3 Hughes Landing and 1725 
Hughes Landing. Combined, they have minimal impact to HHC’s total valuation (<2%)

• Remaining Class A buildings are still doing well (as of now)

Economic Data

Source: HHC Filings and Presentations, personal estimates



The Woodlands ≠ Houston 

The Woodlands vs. Houston:

• Average household income in The Woodlands is substantially higher 
(~$110,000 versus $60,000)

• Demographics are different 

• Class A Office Space vacancy (see right)

• Houston’s office construction pipeline is large and highly competitive; The 
Woodlands is a monopoly with HHC

• Large medical facilities in The Woodlands (Memorial Hermann, St. 
Luke’s, Texas Children’s) add additional employment, income 
opportunities

• About 20% of the office space in The Woodlands built in last 5 years due 
to large demand/ limited supply

• The Woodlands is viewed as its own community, whereby people travel 
to work in The Woodlands from Spring, Houston, Conroe, Humble, and 
Cypress as it is an easier commute opposite way of traffic

• As many office building built in The Woodlands in the last few years, 
most contracts just began and are 5-10 years in length (possible issue 
would be sub-lease % increase)

Source: Colliers International, market research, personal scuttlebutt

Economic Data



The Woodlands ≠ Houston 

The Woodlands vs. Houston:

• Houston is highly competitive in terms of 
building out office space, with REITs and 
other RE companies competing. This can 
create irrational behavior and over-
supply, as well as higher than average 
vacancy rates, and/or lower rental pricing 
power

• The Woodlands has zero competition. 
HHC is the only developer. There are 
zero commercial projects under 
construction currently in The 
Woodlands…zero. 

• Houston has a pipeline under 
construction of 8.0 million SF, only 64.3% 
pre-leased, with 2.2 million being spec. 
The Woodlands, being a monopoly, can 
allow HHC to be a rational thinker in 
terms of supply and capacity.

Economic Data

Source: Colliers International, market research, personal scuttlebutt



Houston: Market Overview

• As expected, Houston area assets are impacted by the decline in oil prices, as it puts a strain on company cash 
flows, and thus they downsize, lay-off employees, look to sub-lease space, or go bankrupt

• The impact on oil prices has a contagious effects, and thus impacts engineering, finance, manufacturing, law 
firms, and other service companies

• Unemployment rose in Houston from 4.3% (11-2014) to 4.9% (11-2015), both higher than Texas and U.S.

• However, Houston is still adding jobs, a net 23,700 y/y (U.S. BLS)

Source: Colliers International

Economic Data



Houston & The Woodlands: Market Overview

• Looking at the Houston market, suburban office properties are showing increases in vacancy rates across A/B/C 
classes of building, moving from 14.4% in Q3-2015 to 16.0% in Q4-2015. 

• A large increase from Q3-2015 of 4.4% vacancy to 9.1% vacancy in Q4-2015 is clearly alarming

• With over 2.1 million SF of office in The Woodlands, HHC has a total market share of 14% of the total The 
Woodlands office market; that market share is higher considering most of the office space is “Class A” and there 
is only 10.3m total Class A office space in the Woodlands

Source: Colliers International

Economic Data



Houston & The Woodlands: Market Overview

• The Woodlands: there is only ONE current office building in the development pipeline (remember, all of HHC 
office properties are now complete)

• The one development property in the pipeline is “Wildwood Corporate Centre II” (asking price is $26 psf/yr.) 
versus $30 + for HHC properties

• Based on location (which should be obvious as HHC owns 100% of The Woodlands), this property is technically 
not in The Woodlands but is south of it

Source: Colliers International

Economic Data



The Woodlands: Market Overview

• Most of HHC’s office assets in The 
Woodlands are Class A, with a couple at 
Class B/C

• Class A vacancy rates in The Woodlands have 
been increasing since 2012 (when HHC 
began bringing new properties online by the 
Waterway and Hughes Landing)

• Sub-lease space for Class A (and Class B) 
have been increasing, are at highest levels 
ever

• About 3.5% of total Class A office SF is 
available for sub-lease

My analysis:
• The spike in Class A vacancy is due to 3 Hughes Landing (0% leased, 324k GLA) and 

Exxon declining to take part of 1725/1735 Hughes Landing as originally planned 
• Furthermore, believe there are no large tenants currently in The Woodlands that 

cancelled lease
• The vacancy rate is misleading; only tied to 2 properties that came online in Q4-

2015
• Update: confirmed that increase in The Woodlands vacancy rate solely due to 3 HL + 

1725 HL properties; all other properties <5% vacancy

Economic Data

Source: Colliers International, market research, personal scuttlebutt



The Woodlands: Market Overview

Demographics and highlights:

• 112,500 population

• 58,400 employees

• Montgomery County’s average 
household income is $92,205 (versus 
$60,072 for Houston, $53,035 for 
Texas, and $53,657 for the U.S.)

• HHC remaining land/MPC:

• All in highly desirable locations

• Residential land in Creekside and East 
Shore are high-end, with East Shore being 
on Lake Woodlands (high dollar)

• East Shore = 21 current properties for sale 
(3 pending) with lowest being $429,000 
condo at 1,801 SF. There are 11 properties 
over $1mm (8 of those over $2m)

• Creekside Park = much larger than East 
Shore, in southern part of The Woodlands. 
Currently 120 homes for sale, lowest is 
$539,900. (30 of these homes are pending 
sale)

Source: Colliers International, HHC, Census data, HAR.com

HHC’s remaining land/MPCs in The Woodlands

Economic Data



The Woodlands: Market Overview

• For those that don’t know The Woodlands, it is truly a first class property/community

• Cynthia Woods Mitchell Pavilion = 540,000 annual visits

• PGA/Champions Golf Tour “Insperity Golf Tournament” = 50,000 attendance

• 7 high end golf courses, including 4 in the top 100 public/private in Texas, and the top 2 in all Houston area

• Carlton Woods (Nicklaus) ($125k + initiation, >$2k/month in dues, member-owned)

• Carlton Woods (Fazio) (“same as above/ sister course”)

• The Woodlands Tournament Course (formerly “TPC The Woodlands”)

• The Woodlands Country Club (Player)

• 2 of the golf courses in The Woodlands is connected to “The Woodlands Resort” (HHC owned)

• Will be 28% open space at full build-out

• ExxonMobil (“XOM”) 4mmSF Corporate Campus a few miles south of The Woodlands is a huge driver of 
current/future activity

• 385 acres

• Designed to accommodate 10,000 employees (mostly relocations)

• Completion of “Grand Parkway/99” road will add to appeal and access to Exxon Campus and The Woodlands

• Bridgeland will be 20 minutes from Exxon (on mostly highway roads) (to the west)

• The Woodlands is less than 5 minutes from Exxon/ Grand Parkway

• The Woodlands Hills is about 20 minutes from Exxon/Grand Parkway (to the north)

Economic Data

Source: Colliers International, market research, personal scuttlebutt, HHC filings and presentations



MPC: Summerlin (Las Vegas, NV)

• Supply constrained due to topography of surrounding 
mountains, land set aside for conservation and recreational 
purposes, and the federal government’s ownership of the 
majority of the land surrounding the city

• Located about 7.5 miles from LV Strip

• 22,500-acre mixed-use community

• Consistently ranked in the top 10 in the Robert Charles Lesser 
annual poll of Top 10 MPC’s in the U.S.

• Value is lumpy/uncertain due to planned sell-out of 2039 (23 
years from now)

• My estimated value = ~ $650m (discounted, equity) and does 
not include the Joint-Venture with “Discovery Land” (potential 
to be worth $200m - $500m depending on timing; HHC only 
contribution to the JV was land owned)

(Discovery Land joint-venture discussed briefly in “Strategic Assets” slides)

MPC

Source: HHC Filings and Presentations, personal conclusions and estimates, RCL



Summerlin (Las Vegas, NV) Market Overview

• Economic data for Clark County looks to be improving

• About 36,000 job increase from Oct-14 to Oct-15

• Improving visitor volume of about 3% y/y

• Improved commercial occupancy rates of 90.7% in Q4-15 versus 88.5%

• Unemployment at 6.3% in Oct-15 versus 7.1% in Oct-14

• Vacancies declining in industrial, office, retail, and multi-family

Economic Data

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Summerlin (Las Vegas, NV) Market Overview

Industrial:

• 1.9 million SF of industrial space completed in 2015, mostly spec

• Vacancy ended at 5.5%, which is “normal” for South Nevada

• Asking rates improved

Economic Data

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Summerlin (Las Vegas, NV) Market Overview

Industrial:

• 1.9 million SF of industrial space completed in 2015, mostly spec

• Vacancy ended at 5.5%, which is “normal” for South Nevada

• Asking rates improved

Economic Data

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Summerlin (Las Vegas, NV) Market Overview

Office:

• Market absorbed more than 1.23 million SF office space in 2015

• Vacancy ended at 17.8%, down from 19.9% a year prior

• Asking rates improved slightly

• Still too much office capacity based on data (HHC only has one office building, in Summerlin = “One 
Summerlin”)

Economic Data

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



MPC: Columbia, Maryland

• Low sales activity currently

• Will value roughly at “book value” of ~$58.4 million (end 2014 Annual Report)

• Not a meaningful enough contributor yet; will be more so once HHC continues to add to their commercial 
Columbia portfolio

MPC

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Operating Assets

• I expect a large ramp up in Net Operating Income (NOI) from 2015 to 2020, based on:

• South Street Seaport Project #1 coming online in 2017/2018

• Redevelopment of Ward Village assets, bumping current Ward Village operating asset from $25m NOI to $50-$100m NOI

• Stabilizing of The Woodlands assets + Hughes Landing

• All high-end, Class A projects (lower cap rates)

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



The Woodlands

• The Woodlands operating assets comprise of a 
sizable portion of the current HHC valuation

• Unlevered and taking into account any remaining 
build out costs, The Woodlands operating assets are 
valued around ~$800m - $850m (give or take, 
depending on discount rates & cap rates) or around 
$18 per share (which is 20% of the current share 
price)

• Most of the operating assets are on the Waterway or 
in Hughes Landing

• Hughes Landing was completed in about 2.5 – 3 
years

(There is the potential for 7.0m – 8.0m SF additional development. While this will be 
delayed, it will highly likely occur in next 5-7 years. I do NOT include this potential in my 
valuation, as I don’t need to weigh the man if I already know he’s fat.)

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



The Woodlands

• HHC has a multitude of operating assets in The Woodlands

• ~300,000 SF of retail

• ~2.1 million SF of office, mostly in Class A buildings (Waterway and Hughes Landing)

• 914 hotel “keys” – Woodlands Resort, Waterway Square Westin, Hughes Landing Embassy Suites

• 1,097 apartment units – Millennium Waterway, Millennium Six Pines, One Lake’s Edge

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



South Street Seaport/ Pier 17 (Manhattan, NY)

• 3 projects:

1. GLA of 365,000 SF + 40,000 SF Food Market + Seafood Restaurant (TBC 
~2017/18)

2. Development rights to 700,000 SF residential (maybe a tower) (Working on 
approval)

3. 80 South Street – rumors of talks that China Oceanwide purchasing for 
$390m

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates



South Street Seaport/ Pier 17

Project #1

• 365,000 SF open air, mixed use area with shopping, dining and entertainment (>180,000 SF on Pier 17, 
>180,000 SF in historic area)

• Redeveloped 4 story Pier 17 will feature glass façade, includes views of Brooklyn Bridge, Statue of Liberty, One 
World Trade Center

• Rooftop will be 60,000 square feet, will be mixed use (concerts, events, tennis matches, weddings, etc.) and can 
hold up to 4,000 people

• iPic luxury cinema which is 40,000 SF and 8 screens

• 24/7 active waterfront hub

• 50 berth marina

Operating Assets

Expected to be complete mid-2017, using $225 SF as rent (based on estimates and comps, see prior slide for reference) equals ~ 

$80m of “net operating income” (NOI). At a 5.5% cap rate, this asset could be worth about ~$1.50 billion (unlevered, 

undiscounted).

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Ward Village (Honolulu, HI)

• Currently includes 1.27m SF of shopping with over 135 specialty shops and restaurants

• Generates about $25 million in NOI currently

• Will be transitioned over the next 3-5 years, where HHC will take some of this asset offline, redevelop, and re-
adjust rent rates to closer to market rates 

• The future “operating asset” of Ward Village is >1 million SF with NOI between $50m - $100m

• Current valuation of ~$25m of NOI at 6.0% cap rate = ~$415m in asset value (unlevered)

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Ward Village (Honolulu, HI)

• While could be included in the “strategic assets” section, HHC is either under construction or in plans to build 6 
high-end luxury towers. 

Operating Assets

Waiea

• 37.5% complete

• 174 units

• 83.7% under contract

• Percentage of completion 
revenue recognition

Anaha

• 20.7% complete

• 317 units

• 76.9% under contract

• Percentage of completion 
revenue recognition

Ke Kilohana

• Just launched pre-sales

• 0.0% complete

• 424 units

Gateway Tower 
#1

• Going for $1,600 -
$2,000 per SF

• Expect to begin pre-
sale late 2016/2017

Gateway Tower 
#2

• Going for $1,600 -
$2,000 per SF

• Expect to begin pre-
sale late 2016/2017

Ae’o

• Begin Q1-2016

• Prices starting in the 
$700,000 range

• 466 units

Source: HHC Filings and Presentations, personal conclusions and estimates



Ward Village (Honolulu, HI)

• The current 6 condo towers “in process” should add > $500m in shareholder value

• These assets are slightly different in strategy versus the remaining HHC portfolio, which is to build up a portfolio 
of high quality operating assets and create density in a certain geography

• Once these condo towers are complete (and thus full revenue recognition has been complete) the cash flow will 
either go to reinvest in:

• The next condo tower, as to minimize debt

• Fund redevelopment elsewhere in the HHC portfolio

• Assist in the Ward Village operating asset makeover

• Once they are all sold out, there will be no cash flow associated with these assets

• HHC targets at least a 30% gross margin on each of these towers

• Waiea and Anaha are expected to generate about $1.2 billion in sales on a cost of $804 million. Thus, about 
$400m in gross cash flow is received by HHC from the sale of these two towers in the next 1-2 years. 

• Given the strength of Waiea and Anaha, it is more likely than not that the remaining 4 condo towers in process 
should bring incremental value to HHC, likely in the range of ~$500m - $900m. 

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates



Downtown Summerlin (Las Vegas, NV)

• In 2015 completed Downtown Summerlin, which is over 800,000 SF of retail and dining

• Downtown Summerlin structure was abandoned by GGP, HHC completed the build-out for over $400m in total 
costs

• More than 125 stores in an open air environment

• Built as a result of a study that over $1.5 billion of retail sales were “leaking” out of Summerlin, which is a large 
residential community of over 22,500 acres and over 105,000 residents (similar in size to The Woodlands)

• Additionally, the study estimated that building this retail shopping center would add between 5-10% premium to 
the remaining single-family lots to be sold within Summerlin MPC

• Currently on pace for an estimated $37.2m stabilized NOI by the end of 2017. 

• Stabilized yield-to-cost of 8.9%

• Total value = ~$500m (discounted, unlevered)

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates



Summerlin (Las Vegas, NV): Market Overview

• As of Q4/2015, Las Vegas retail is in its second modest expansion phase since the “Great Recession”

• In 2015, retail taxable sales were up 7.0% 

• Vacancy rates from 10.3% Q4/2014 to 9.6% in Q4/2015

• Unemployment was at 6.3% in October 2015, down from 7.1% in October 2014 (total increase of 43,300 jobs)

• Asking rent (PSF/ Triple Net NNN) has increased from $1.26 to $1.31

Source: Colliers International

Economic Data



Other “Operating Assets” of Note:

Outlet Collection at Riverwalk (New Orleans)

• 9.4% NOI to cost 

• Opened late 2014

• $7.8m NOI, total value of ~$98m

110 N. Wacker (Chicago/ GGP headquarters) 

• $6.1m NOI, total value of ~$87m

Operating Assets

Source: HHC Filings and Presentations, personal conclusions and estimates



Strategic Assets

• There are a number of “strategic assets” that could move the needle in terms of valuation and creating 
shareholder value:

1. Ward Village (additional 2,600 units – 8-10 towers – and redevelopment of Ward Village operating asset)

2. The Woodlands: 8.0 million SF future development (2018-2025?)

3. Discovery Land “joint venture” in Summerlin, NV (could bring in ~$200m+)

4. South Street Seaport Project #2 (~700,000 SF future development rights for residential/tower)

5. South Street Seaport Project #3 (sell 80 South Street to Chinese buyer for $390m net)

6. Columbia, MD: 13 million SF future development (timing?)

Strategic Asset

Source: HHC Filings and Presentations, personal conclusions and estimates



Ward Village (Honolulu, HI)

The vision for Ward Village:

• 60 acres in the heart of Honolulu

• 9.3 million square feet of mixed use 
development

• Potential for up to 4,000 residential units (my 
calculation is that about 2,400 units still 
unplanned for)

• More than 1mm square feet of retail and 
commercial (includes redevelopment of current 
Ward Village operating asset)

• Will be the largest LEED-ND Platinum certified 
neighborhood in U.S.

• Flagship Whole Foods opening in 2017

(more pictures throughout slide deck)

Strategic Asset

Source: HHC Filings and Presentations, personal conclusions and estimates



Ward Village (Honolulu, HI) Strategic Asset

Source: HHC Filings and Presentations



The Woodlands, TX

• A large component (I believe) as to the decline in HHC’s 
stock price is due to (1) anticipation of higher vacancy rates 
in the Houston-area assets, (2) slowdown in MPC land sales 
in Houston-area MPCs, and (3) most importantly, the 
perception that future commercial development will come to a 
halt 

• All three are likely to be true, in the near term.

• 3 Hughes Landing & the remaining space in 1725/35 Hughes 
Landing (unoccupied since Exxon declined the space) being 
0% leased signals too much capacity currently

• There are no current commercial/office properties under 
development in The Woodlands after the completion of 3 
Hughes Landing

• MPC land sales will slow, some of it by choice of HHC to 
maximize their value. I would be surprised if The Woodlands 
MPC assets stay low for more than a year due to corporate 
relocations to The Woodlands + ExxonMobil campus + Grand 
Parkway/99 completion

• Investors were conditioned to value HHC based on “future 
developments” in The Woodlands (which HHC itself assigned 
a large valuation in their 2013 Annual Report)

Strategic Asset

Page 9 of the 2013 Annual Report

Source: HHC Filings and Presentations, personal conclusions and estimates



The Woodlands, TX

• Based on my analysis and conversations, there are between 7.0 – 8.0 million square feet of potential 
development in The Woodlands, all of which is in high-dollar/attractive locations

• HHC originally pegged this potential (see slide prior) at about $1.050 billion in undiscounted value. While I 
don’t include this in my base valuation at all, there is likely to be more than this in terms of valuation.

Strategic Asset

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



The Woodlands, TX Strategic Asset

Future development potential 

for Hughes Landing

Source: HHC Filings and Presentations, personal conclusions and estimates



Summerlin: JV with Discover Land

• HHC contributed 555 acres to the JV, no other 
contribution needed beyond the land

• Will be a very high dollar community

• 15 minutes from Las Vegas Strip

• Will be called “The Summit Club” and have a world 
championship golf course designed by Tom Fazio

• Total build out of about 250 homes

• Will likely be the most expensive community in all of 
Las Vegas

• Community is expected to open late 2016

• Lots for custom homes priced at $2m to $10m

• Could bring additional value of $200m - $500m 
undiscounted/equity (based on discussions with 
HHC & based on JV agreement. Timing is uncertain)

Strategic Asset

Source: HHC Filings and Presentations, personal conclusions and estimates, Colliers International



Summerlin: JV with Discover Land Strategic Asset

Source: HHC Filings and Presentations



South Street Seaport: Project #2

• Announced plans (still in process on obtaining approval) for further redevelopment of the South Street Seaport 
District which includes approx. 700,000 SF of additional space

• HHC withdrew their plans to build a 42-story residential tower in 2015 

• The new concept is a 10-story 185-room hotel

• Value = ~ ???? (I am not counting this in my valuation, still trying to get approval of concept)

Source: HHC Filings and Presentations, personal conclusions and estimates, ny.curbed.com



South Street Seaport: Project #3

• A Chinese investment firm announced in mid-2015 that it agreed to pay $390m for a development site – 80 
South Street and a parcel at 163 Front St. – known as South Street Seaport Project #3

• The firm, China Oceanwide Holdings, is looking to build a ~1,000 foot tall tower

• HHC originally purchased this sites – “South Street Assemblage” - for $100m 

• HHC has yet to confirm or deny this announcement, likely to find out more in the very near future

• Valuation = ~$390m (not included until HHC confirms these rumors)

Source: HHC Filings and Presentations, personal conclusions and estimates, see back for full website



Columbia, Maryland 

• Have the opportunity to develop up to 13 million SF of commercial properties

• Subject to site development and other administrative approvals

• Could, if desired, create density up to 20 stories

• Much of this opportunity lies in the redevelopment of older structures and surface lots, as well as previously 
undeveloped land sites

• Valuation uncertain = ~??? (if done, could become sizable contribution to HHC, similar to The Woodlands 
future development of 8.0m SF bringing value to shareholders of at least $1 billion undiscounted)

Source: HHC Filings and Presentations, personal conclusions and estimates



Cap Rates: Ward Village (Honolulu, HI)

• Based on reports from CBRE and Colliers International, cap 
rates range from 4.0% - 9.0% (peak/2009) and are currently 
between 4.0% (apartment) and 6.7% (office)

• 2015 was a record for investment sales volume with over $3 
billion in property sales, a 39% increase from 2014

• Of the $3 billion spent on commercial real estate in 2015, 
87% was from offshore investors (potentially a concern if 
most from China), with an average of more than $80m on 
property per transaction

• Cap rates continue to compress due to lower treasury rates, 
the seeking out of yield from investors, and the diversification 
attempts from institutional investors who seek higher yields in 
secondary and tertiary markets such as Hawaii

Valuation

Source: CBRE



Valuation: HHC

Source: HHC Filings and Presentations, personal conclusions and estimates



Valuation #1: Buying Future Growth as Cheaply as Possible

Interpretation:

• Based on current operating assets, Phase 1 

of South Street Seaport, the MPC land

• An investor is paying ~14.77% premium 

above the value of these other assets for the 

future “growth” plans/opportunities of HHC

• See next slide for assets NOT included

Source: HHC Filings and Presentations, personal conclusions and estimates



Valuation #1: Assets Not Included 

Source: HHC Filings and Presentations, personal conclusions and estimates



Valuation #2: Adding Future Growth Plans

Interpretation:

• Based on current operating assets, Phase 1 

of South Street Seaport, the MPC land, 

collecting the $390m from Chinese buyer, 

PV of the 6 condo towers, and a low 

valuation for the 40,000 SF food market in 

South Street Seaport

• An investor is buying these assets at a 13%

discount to a rough fair valuation

• See next slide for assets NOT included

Source: HHC Filings and Presentations, personal conclusions and estimates



Valuation #2: Assets Not Included 

Source: HHC Filings and Presentations, personal conclusions and estimates



Notes on Valuations:

• Most valuations I see on HHC are slightly different than mine to get their PT /  NAV 

• They use lower cap rates (5.0% - 6.5%)

• They use a lower discount rate on the MPC properties

• They include certain strategic assets, whereas for the most part I do not, such as The Woodlands future development in their “base” valuation; 
instead, I prefer this uncertain assets to be the “call option” on purchasing it at a certain adequate price. 

• Adjusting the MPC discount rates to 11-12% (similar to HHC, Compass) adds about $400m - $500m in present 
value

• Adjusting the current Operating Asset cap rates by ~ 50 bps each will add about ~$350m per 50 bps

• Drop each property cap rate by 50 bps = $7.66/share in equity value

• Drop each property cap rate by 100 bps = $15.32/share in equity value

Source: HHC Filings and Presentations, personal conclusions and estimates



Balance Sheet

• $918.73m recourse debt to HHC vs. $450.6m in cash + $136.2m in MUD receivables

• $2.32 billion in total debt: mortgages, notes, loans payable

• HHC tries to borrow originally at 65% - 70% loan-to-cost

• Once the asset is online, HHC refinances at a 50% - 60% loan-to-value

• A mix between appropriately adding leverage and enhancing equity returns, as well as earning solid NOI yields 
on cost, well above the cost of debt

Source: HHC Filings and Presentations, personal conclusions and estimates



Management and Sponsor Warrants

Source: HHC Filings and Presentations



Management & Board of Directors

Key names:

• Bill Ackman (Pershing Square) 
– owns 13.2% of HHC, also 
Chairman of the Board

• David Weinreb (CEO)

• Grant Herlitz (President)

• Andrew Richardson (CFO)

• Mary Ann Tighe – CEO of NY 
Tri-State Region of CBRE since 
2002, should help with South 
Street Seaport negotiations, 
tenants, etc.

Source: HHC Filings and Presentations



Resources:

• http://www.rclco.com/top-selling-mpc-reports

• China Oceanwide Holdings buying 80 South Street for $390 million (8/2015) http://www.crainsnewyork.com/article/20150807/REAL_ESTATE/150809910/chinese-investors-pay-390-
million-for-right-to-build-super-tower-near-south-street-seaport

• Pershing Square recent 13d-101 on HHC (Q4/15) http://www.sec.gov/Archives/edgar/data/1336528/000119312516420052/d106433dsc13da.htm

• Hawaii 2H 2015 Cap Rates http://www.colliers.com/-/media/files/united%20states/markets/hawaii/division/investment/ci_inv_2q_2015.pdf

• 480 Wildwood Forest (only office building in pipeline in The Woodlands) https://www.vts.com/properties/wildwood-corporate-centre-ii-480-wildwood-forest-drive

• Department of Household numbers for Houston area http://www.deptofnumbers.com/income/texas/houston/

• HHC announcement of buying Conroe acreage in 2015 http://communityimpact.com/houston/news/2015/03/10/howard-hughes-corporation-announces-details-for-new-conroe-area-
community-2/

• HHC Project #2 http://ny.curbed.com/2016/1/23/10844148/seaport-developer-considered-hotel-at-new-market-site

http://www.rclco.com/top-selling-mpc-reports
http://www.crainsnewyork.com/article/20150807/REAL_ESTATE/150809910/chinese-investors-pay-390-million-for-right-to-build-super-tower-near-south-street-seaport
http://www.sec.gov/Archives/edgar/data/1336528/000119312516420052/d106433dsc13da.htm
http://www.colliers.com/-/media/files/united states/markets/hawaii/division/investment/ci_inv_2q_2015.pdf
https://www.vts.com/properties/wildwood-corporate-centre-ii-480-wildwood-forest-drive
http://www.deptofnumbers.com/income/texas/houston/
http://communityimpact.com/houston/news/2015/03/10/howard-hughes-corporation-announces-details-for-new-conroe-area-community-2/
http://ny.curbed.com/2016/1/23/10844148/seaport-developer-considered-hotel-at-new-market-site

