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Item 8.01. Other Events.

On May 18, 2016, Stratus Properties Inc. (“Stratus”) posted on its website at www.stratusproperties.com an investor presentation regarding the company and
its pending proxy contest against Carl E. Berg. In addition to being available on Stratus’ website, a copy of the investor presentation is attached hereto as
Exhibit 99.1 and is incorporated by reference into this Item 8.01.

 
Item 9.01. Financial Statements and Exhibits.
 

(d) Exhibits.

The Exhibit included as part of this Current Report on Form 8-K is listed in the attached Exhibit Index.
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99.1   Stratus Properties Inc. Investor Presentation dated May 18, 2016



Max im izin g  V alu e fo r A L L  S to ck h o ld ers In v esto r P resen tatio n  May  2 0 1 6  E x h ib it 9 9 .1



S tratu s P ro p erties In c. (N A S D A Q : S T R S ) o w n s, d ev elo p s an d  o p erates a h ig h -q u ality  p o rtfo lio  o f d iv ersified  real estate assets, p rim arily  lo cated  in  th e A u stin , T ex as area E x ecu tiv e S u m m ary  P ro p erties in clu d e: W A u stin  H o tel &  R esid en ces A u stin  C ity  L im its L iv e B arto n  C reek  H E B  G ro cery  C o m p an y -an ch o red  retail p ro jects C ircle C  L an tan a



D eliv erin g  L o n g -T erm  V alu e F o u n d ed  in  1 9 9 2  as p art o f a h ig h ly  lev erag ed  sp in -o ff T h e C o m p an y  started  o ff w ith  real estate h o ld in g s b u rd en ed  b y  su b stan tial o b stacles to  d ev elo p m en t C u rren t B o ard  an d  m an ag em en t team , led  b y  Mr. B eau  A rm stro n g , h av e tran sfo rm ed  th e C o m p an y  S u ccess d riv en  b y  lo cal m ark et ex p ertise an d  estab lish ed  relatio n sh ip s to  reso lv e co m p lex  an d  co n ten tio u s en titlem en t, reg u lato ry  an d  u tility  issu es E x ecu tin g  fiv e-y ear p lan  an n o u n ced  in  2 0 1 5  to  m ax im ize sto ck h o ld er v alu e C o n d u ctin g  rev iew  o f strateg ic altern ativ es to  m ax im ize v alu e fo r sto ck h o ld ers S tratu s’ p re-tax  N A V  in creased  b y  ap p ro x im ately  2 5 %  fro m  D ecem b er 3 1 , 2 0 1 4  to  D ecem b er 3 1 , 2 0 1 5



C arl B erg , a larg e sto ck h o ld er, lau n ch ed  a p ro x y  co n test to  fo rce th e p ro m p t liq u id atio n  o f th e C o m p an y , fo reg o in g  th e su b stan tial p o ten tial fu tu re v alu e w e b eliev e w e are w ell-p o sitio n ed  to  ach iev e T h e p rice o f S tratu s sto ck  h as m o re th an  trip led  sin ce Mr. B erg  b ecam e a sto ck h o ld er Mr. B erg  h as m ad e it clear h e w an ts to  ex it H is p lan  en ab les h im  to  ex it, b u t it d o esn ’t allo w  fo r a co m p reh en siv e rev iew  o f all strateg ic altern ativ es to  en su re w e m ax im ize v alu e fo r A L L  sto ck h o ld ers We b eliev e h is in terest in  liq u id atin g  is n o t alig n ed  w ith  th e in terests o f all sto ck h o ld ers N o m in ated  u n q u alified  n o m in ees w ith  in terests alig n ed  w ith  Mr. B erg  N o  cred ib le p lan  fo r th e C o m p an y  an d  m in im al an aly sis to  su p p o rt h is co n clu sio n s S itu atio n



1 . E lect th e p ro v en  d irecto rs n o m in ated  b y  th e B o ard  C o m p lete a th o ro u g h  rev iew  o f strateg ic altern ativ es C o n tin u e to  b u ild  v alu e in  th e p ro p erties b efo re strateg ically  m ark etin g  th em  fo r sale B o ard  n o m in ees, in clu d in g  C E O , h av e d eep  ex p erien ce, relatio n sh ip s an d  u n d erstan d in g  o f th e A u stin  m ark et S u p p o rt th e b est in terests o f A L L  sto ck h o ld ers 2 . E lect th e B erg  n o m in ees P u rsu e a “fire sale” so  Mr. B erg  can  ex it, sacrificin g  p o ten tial fu tu re retu rn s E ach  n o m in ee h as little o r n o  ex p erien ce in  A u stin  real estate o r as a d irecto r o f a p u b lic co m p an y , acco rd in g  to  Mr. B erg ’s o w n  d isclo su res O n e n o m in ee w o rk s fo r Mr. B erg , th e o th er n o m in ee h as a co n tractu al arran g em en t (a “g o ld en  leash ”) w ith  Mr. B erg  th at p ro v id es an  in cen tiv e to  sell th e C o m p an y  in  th e n ear-term , reg ard less o f w h eth er th is w o u ld  m ax im ize v alu e O R  S to ck h o ld ers are A sk ed  to  C h o o se:



S tratu s H as D eliv ered  R esu lts to  S to ck h o ld ers [1 ] T o tal retu rn s assu m e d iv id en d s are rein v ested . [2 ] P eer g ro u p  u sed  fo r p u rp o ses o f th e p erfo rm an ce g rap h  in clu d ed  in  S tratu s’ A n n u al R ep o rt o n  F o rm  1 0 -K  fo r th e fiscal y ear en d ed  D ecem b er 3 1 , 2 0 1 5 , w h ich  w as co m p rised  o f th e fo llo w in g  real estate related  co m p an ies: A lex an d er &  B ald w in , In c. (N Y S E : A L E X ), C o n so lid ated -T o m o k a L an d  C o . (N Y S E MK T : C T O ), F o restar G ro u p  In c. (N Y S E : F O R ), T h e H o w ard  H u g h es C o rp o ratio n  (N Y S E : H H C ), Mau i L an d  &  P in eap p le C o m p an y , In c. (N Y S E : ML P ), T h e S t. Jo e C o m p an y  (N Y S E : JO E ) an d  T ejo n  R an ch  C o . (N Y S E : T R C ). T o tal S to ck h o ld er R etu rn s



P ru d en tly  Man ag ed  D eb t 1 F o llo w in g  co m p letio n  o f th e refin an cin g  o f th e W A u stin  H o tel &  R esid en ces in  Jan u ary  2 0 1 6 , to tal d eb t as a p ercen tag e o f to tal asset v alu e u sed  in  d eterm in in g  p re-tax  n et asset v alu e (N A V ) w as 4 2 %  at March  3 1 , 2 0 1 6 . F o r a d iscu ssio n  o f N A V , see “C au tio n ary  S tatem en t” o n  slid e 2 9 . L o w  d eb t to  to tal asset v alu e o f 4 2 %  at 3 /3 1 /2 0 1 6  1  D eb t (at 3 /3 1 /2 0 1 6 ): 5 4 %  n o n -reco u rse 6 0 %  fix ed  rate E x cellen t len d er relatio n sh ip s –  H av e n ev er m issed  an  in terest p ay m en t, d efau lted  o n  lo an  co v en an t o r lo st an  asset th ro u g h  fo reclo su re E v ery  d ev elo p m en t p ro ject S tratu s h as p u rsu ed  h as b een  accretiv e to  asset v alu e



Wh y  E x it N o w ? S tro n g  A u stin  E co n o m y  S u p p o rts C o n tin u ed  A sset V alu e G ro w th  H o u sin g  starts w ere u p  1 7 %  in  2 0 1 4  co m p ared  to  p rev io u s y ear R en tal an d  o ccu p an cy  rates are o n  th e rise acro ss o ffice, retail, in d u strial an d  m u lti-fam ily  secto rs A u stin  U S  P o p u latio n  g ro w th  sin ce 2 0 0 0  3 2 %  1 2 %  U n em p lo y m en t 3 .4 %  5 .7 %  H ig h er E d u catio n  (%  ag e 2 5 +  h o ld in g  a B ach elo r’s d eg ree) 4 4 .8 %  2 8 .5 %  A v erag e resid en t ag e (y ears) 3 1 .1  3 6 .4  A u stin , w ith  3 %  g ro w th  in  2 0 1 5 , w as ag ain  th e fastest g ro w in g  m etro  ab o v e 1  m illio n  p eo p le in  th e n atio n



T h e B o ard ’s F iv e-Y ear P lan  (an n o u n ced  in  March  2 0 1 5 ): P lan  w as u n an im o u sly  ap p ro v ed  b y  th e B o ard , in clu d in g  b y  Mr. B erg ’s B o ard  d esig n ee at th e tim e, William  L en eh an  T h e E arly  R esu lts: S ig n ifican t in crease in  th e p re-tax  n et asset v alu e (N A V ) o f th e C o m p an y ’s assets (see slid e 3 ) N A V  in creased  b y  ap p ro x im ately  2 5 %  fro m  1 2 /3 1 /2 0 1 4  to  1 2 /3 1 /2 0 1 5  C o n tin u ed  o u tp erfo rm an ce o f th e C o m p an y ’s sto ck  co m p ared  to  th e S & P  5 0 0 , D o w  Jo n es U .S . R eal E state In d ex  an d  p eers C o n trib u ted  to  4 8 %  rise in  sto ck  p rice d u rin g  2 0 1 5  F ro m  th e tim e w e an n o u n ced  o u r fiv e-y ear p lan  u n til th e trad in g  d ay  b efo re Mr. B erg ’s an n o u n cem en t o f h is p ro x y  co n test, th e p rice o f S tratu s sto ck  ap p reciated  ap p ro x im ately  2 4 %  w h ile th e S & P  5 0 0  an d  D o w  Jo n es U .S . R eal E state In d ex  each  d eclin ed  F iv e-Y ear P lan  1 . S trateg ically  co m p lete d ev elo p m en t 2 . S ell assets at th e rig h t tim e to  m ax im ize v alu e fo r all sto ck h o ld ers o v er a fiv e-y ear p erio d  3 . D istrib u te to  sto ck h o ld ers th e cu m u lativ e cash  fro m  sale p ro ceed s



S trateg y  H as A lread y  Y ield ed  A ccretiv e T ran sactio n s P ark sid e V illag e 5 7 0 0  S lau g h ter $ 2 0 .7  Millio n  in  P re-T ax  G ain s $ 1 4 .3  Millio n  in  N et C ash  P ro ceed s N et C ash  P ro ceed s E x ceed ed  P rev io u sly  D isclo sed  N A V  b y  3 3 %  S o ld : $ 3 2 .5  Millio n  S o ld : $ 1 2 .5  Millio n  S ales co m p leted  Ju ly  2 0 1 5



S trateg y  H as A lread y  Y ield ed  A ccretiv e T ran sactio n s W A u stin  H o tel &  R esid en ces / A u stin  C ity  L im its L iv e T ran sactio n  co m p leted  S ep t. 2 0 1 5  R efin an cin g  co m p leted  Jan . 2 0 1 6  E lected  to  p u rch ase JV  p artn er’s in terest an d  secu red  fu ll o w n ersh ip  o f ico n ic p ro p erty  in  2 0 1 5  F av o rab le p ricin g  co m p ared  to  recen t th ird  p arty  ap p raisals an d  h o tel sales in  th e A u stin  m ark et: O u r n et co st p er ro o m  w as ap p ro x im ately  $ 5 1 0 ,0 0 0  T h e F o u r S easo n s H o tel A u stin , b u ilt in  1 9 8 7 , w as so ld  in  A u g u st 2 0 1 5  fo r a rep o rted  $ 6 7 7 ,0 0 0  p er ro o m  In  Jan u ary  2 0 1 6 , th e C o m p an y  refin an ced  th e p ro p erty  w ith  a 1 0 -y ear, $ 1 5 0  m illio n  fix ed -rate, n o n -reco u rse m o rtg ag e, en ab lin g  S tratu s to  reco u p  all b u t $ 8  m illio n  o f its in v estm en t o n  an  asset th at w as ap p raised  fo r $ 2 3 9  m illio n  E x p ect to  co n tin u e to  g en erate m o re th an  $ 5  m illio n  in  cash  flo w  an n u ally  fro m  th is p ro p erty , rep resen tin g  a 6 2 %  retu rn  o n  eq u ity



P lan  to  D ev elo p  A d d itio n al V alu e in  P ro p erties P ro p erty  acq u ired  in  2 0 1 3 ; attractiv e b id s receiv ed  an d  n eg o tiatin g  sale 8 7  acre in fill site / 9  p arcel assem b lag e A p p ro x im ately  2 3 0 ,0 0 0  S F  co m m ercial d ev elo p m en t w ith  9 5 ,0 0 0  S F  H E B  g ro cery  an ch o r H E B  o p en ed  in  O cto b er 2 0 1 5 ; sev eral o th er retail ten an ts h av e o p en ed  in  2 0 1 6  3 5  acres o f resid en tially  zo n ed  lan d  8 6 %  o f sp ace leased  as o f March  3 1 , 2 0 1 6  S tro n g  relatio n sh ip  w ith  H E B , a d o m in an t g ro cer: larg e m ix ed -u se p ro p erty  in  h eart o f estab lish ed  co m m u n ity  T h e O ak s at L ak ew ay



T h e S an tal S tratu s h as co m p leted  th e p lan n in g , en g in eerin g  an d  p erm ittin g  fo r th e reg io n al w ater, w astew ater, d rain ag e an d  ro ad w ay  in frastru ctu re n ecessary  fo r th e d ev elo p m en t o f B arto n  C reek  S ectio n  N  C o n stru ctio n  o f a w ater treatm en t p lan t, lin ear u tility  co n stru ctio n , d rain ag e facilities, an d  T eco m a B o u lev ard  n earin g  co m p letio n ; co n stru ctio n  o f a w astew ater treatm en t p lan t b eg an  in  Jan u ary  2 0 1 6  an d  serv ice is an ticip ated  to  b eg in  in  May  2 0 1 6  S ectio n  N  ap p ro v ed  fo r 1 ,8 6 0  m u lti-fam ily  u n its an d  1 .5  m illio n  sq u are feet o f co m m ercial d ev elo p m en t F irst 2 3 6  m u lti-fam ily  u n its (T h e S an tal) are u n d er co n stru ctio n  at a to tal co st o f $ 4 3 .7  m illio n ; first u n its co m p leted  in  Jan u ary  2 0 1 6  an d  p ro ject co m p letio n  ex p ected  in  Ju n e 2 0 1 6 . L easin g  is cu rren tly  u n d erw ay  2 1 2 -u n it seco n d  p h ase is cu rren tly  in  th e p lan n in g  stag e A ctiv ely  p lan n in g  th e first p h ase o f co m m ercial d ev elo p m en t S ectio n  N  ex p ected  to  b e m eth o d ically  d ev elo p ed  an d  strateg ically  m ark eted  fo r sale 2 0  y ears o f d ilig en t p lan n in g  an d  p atien ce b ein g  rew ard ed  T rem en d o u s D ev elo p m en t O p p o rtu n ity  at B arto n  C reek



S ig n ifican t U n reco g n ized  V alu e ($  in  m illio n s) $ 4 1 6 .6  $ 6 5 9 .8  C arry in g  V alu e an d  E stim ated  G ro ss V alu e S tratu s L iab ilities $ 2 9 5 .9  E stim ated  N et A sset V alu e $ 3 6 3 .9  S u m m ary  3 5 7  L o ts 2 ,3 5 2  Mu lti-F am ily  U n its 3 .5  Millio n  C o m m ercial S q u are F eet 2 5 1  H o tel R o o m s 2 ,7 5 0  S eat V en u e



T h e S tratu s B o ard  o f D irecto rs h as alread y  ad d ressed  Mr. B erg ’s req u ests b y  en g ag in g  a n atio n ally  reco g n ized  in v estm en t b an k in g  firm , H en tsch el &  C o m p an y , to  ex p lo re all strateg ic altern ativ es H en tsch el’s p rin cip als h av e ad v ised  o n  so m e o f th e larg est an d  m o st co m p lex  real estate in d u stry  tran sactio n s o v er th e co u rse o f th eir careers E v alu atin g  fu ll ran g e o f o p p o rtu n ities, in clu d in g  a sale R ev iew  in ten d ed  to  en su re all strateg ic o p tio n s are co n sid ered  in  o rd er to  m ax im ize v alu e to  sto ck h o ld ers Iro n ically , Mr. B erg ’s p ro x y  co n test an d  p u b lic criticism  co u ld  b e d etrim en tal to  th is p ro cess th at h e req u ested  N eg ativ ity  fro m  B erg ’s cam p aig n  co u ld  create im p ressio n  th at th e C o m p an y  feels u n d er p ressu re to  sell at a fire sale p rice P ro x y  co n test th reaten s to  d am ag e critical relatio n sh ip s S tratu s m ain tain s w ith  co m m u n ity  lead ers, len d ers, d ev elo p ers, ten an ts an d  p artn ers T o  o u r k n o w led g e, Mr. B erg  h as n ev er to u red  th e assets o f w h ich  h e is so  critical 5  V o te A g ain st B erg ’s S to ck h o ld er P ro p o sal



We B eliev e S tratu s H as th e R ig h t T eam  to  E x ecu te th e C o m p an y ’s P lan  T eam ’s ex p erien ce, relatio n sh ip s an d  reg u lato ry  k n o w led g e are v ital to  su ccessfu l d ev elo p m en t o f p ro p erties in  A u stin    Y o u r B o ard  h as n o m in ated  tw o  h ig h ly  q u alified  d irecto rs Mr. B eau  A rm stro n g : D eep  in d u stry  an d  m ark et ex p ertise critical fo r ex ecu tio n  Mr. C h arles P o rter: U n iq u e h o sp itality  ex p erien ce d riv es h o tel, en tertain m en t v en u e strateg y  S tratu s d irecto r sin ce 1 9 9 8  C h airm an , P resid en t an d  C E O  2 8 -y ear career in  real estate L ead s d ay -to -d ay  ex ecu tio n  o f o u r strateg y , b rin g in g  ex ten siv e relatio n sh ip s an d  m ark et k n o w led g e th at are critical to  th e C o m p an y ’s su ccessfu l d ev elo p m en t P ro v en  su ccess in  w o rk in g  w ith  lo cal en v iro n m en tal, n eig h b o rh o o d  an d  p o litical lead ers D eep  A u stin -sp ecific real estate ex p erien ce S erv es as o n ly  liaiso n  b etw een  m an ag em en t an d  th e B o ard , w h ich  is critical to  d ep lo y in g  strateg y  set b y  B o ard  H as n ev er so ld  S tratu s sto ck  in  h is o v er 2 0  y ears w ith  th e C o m p an y  S tratu s d irecto r sin ce 2 0 1 2  C h ief O p eratin g  O fficer o f MG  H o ld in g s S erv ices, L L C , a p riv ate asset m an ag em en t co m p an y  O v er 3 5  y ears o f ex p erien ce in  th e h o sp itality  in d u stry  S erv ed  fo r 1 9  y ears as G en eral Man ag er o f S h erato n  S team b o at R eso rt, m an ag ed  b y  S tarw o o d  H o tels &  R eso rts E x p erien ce in  co n cep tu alizin g  an d  p lan n in g  resid en tial d ev elo p m en ts th ro u g h  en titlem en ts, fin an cin g , co n stru ctio n , d o cu m en tatio n  an d  sales



We B eliev e S tratu s’ B o ard  h as th e R ig h t Mix  o f Q u alificatio n s an d  P ro fessio n al E x p erien ce D irecto r B io g rap h y  Jo in ed  B O D  O th er P u b lic B O D  E x p . P u b lic C o . Mg m t. F in an ce &  D eal E x p . R eal E state D ev elo p ’t R eal E state F in an ce William  H . “B eau ” A rm stro n g  III (C h airm an ) C h airm an  o f th e B o ard , P resid en t an d  C h ief E x ecu tiv e O fficer o f S tratu s P ro p erties In c. L ead s d ay -to -d ay  ex ecu tio n  o f th e strateg y , b rin g in g  ex ten siv e relatio n sh ip s an d  m ark et k n o w led g e th at are critical to  su ccessfu l d ev elo p m en t 1 9 9 8  X  X  X  X  X  C h arles W. P o rter In d ep en d en t C h ief O p eratin g  O fficer o f MG  H o ld in g s S erv ices, L L C , a p riv ate asset m an ag em en t co m p an y ; ad v iso r an d  co n su ltan t to  Mo ffett H o ld in g s, L L C . 3 5 +  y ears o f ex p erien ce in  th e h o sp itality  in d u stry . E x p erien ce in  co n cep tu alizin g  an d  p lan n in g  resid en tial d ev elo p m en ts th ro u g h  en titlem en ts, fin an cin g , co n stru ctio n , d o cu m en tatio n  an d  sales 2 0 1 2  X  X  X  Mich ael D . Mad d en  In d ep en d en t Man ag in g  P artn er o f B lack E ag le P artn ers, L L C ; C h airm an  o f th e B o ard  o f H an o v er A d v iso rs. E x ten siv e ex p erien ce in  th e in v estm en t co m m u n ity , in clu d in g  as an  in v estm en t b an k er fo r m o re th an  2 0  y ears, ad v isin g  m u ltip le p u b lic an d  p riv ate co m p an ies. P rev io u sly  serv ed  as V ice C h airm an  o f P ain e Web b er In c. an d  E x ecu tiv e V ice P resid en t, C h ief O rig in atio n  O fficer an d  E x ecu tiv e Man ag in g  D irecto r an d  H ead  o f G lo b al B u sin ess D ev elo p m en t o f K id d er, P eab o d y , &  C o . 1 9 9 2  X  X  X  Jam es C . L eslie In d ep en d en t P riv ate in v esto r; P resid en t o f L eslie E n terp rises, L .P . C h airm an  o f th e B o ard  o f A scen d en t S o lu tio n s, In c.; fo rm er C E O  o f C resa P artn ers. N early  2 0  y ears w ith  T h e S tau b ach  C o m p an y , a co m m ercial real estate serv ices firm  1 9 9 6  X  X  X  X  Jam es E . Jo sep h  In d ep en d en t D ean  o f th e Mad d en  S ch o o l o f B u sin ess at L e Mo y n e C o lleg e. P rev io u sly  serv ed  as P resid en t &  C E O  o f O n eid a L td ., o n e o f th e w o rld ’s larg est d esig n ers, m ark eters an d  d istrib u to rs o f h o u sew ares p ro d u cts 2 0 1 5  X  X  Jo h n  C . S ch w eitzer In d ep en d en t P resid en t o f Westg ate C o rp o ratio n , w h ich  h o ld s in v estm en ts in  real estate an d  v en tu re cap ital o p eratio n s. L ead  d irecto r o f R eg en cy  C en ters C o rp o ratio n , a p u b licly -trad ed  R E IT . S erv ed  as a d irecto r o f a n u m b er o f p u b lic co m p an ies an d  fin an cial in stitu tio n s, in clu d in g  J.P . Mo rg an  C h ase B an k  o f T ex as-A u stin , th e C ircle K  C o rp o ratio n , an d  H o m estead  V illag e In co rp o rated  2 0 1 6  X  X  X  X



S tratu s’ B o ard  h as S to ck h o ld er R ep resen tatio n  S tratu s’ B o ard  o f D irecto rs is co m m itted  to  en su rin g  sto ck h o ld ers’ p o in ts o f v iew  are rep resen ted  o n  o u r B o ard  Mr. C h arles P o rter serv es as th e d esig n ee fo r o n e o f S tratu s’ larg est sto ck h o ld ers, L C H M H o ld in g s In  ad d itio n  to  th e v alu ab le ex p erien ce in  h o sp itality  an d  real estate th at Mr. P o rter b rin g s to  o u r B o ard , Mr. P o rter’s in terests are alig n ed  w ith  th o se o f o th er sto ck h o ld ers O u r B o ard  rem ain s co m m itted  to  ex p lo rin g  n o m in ees th at can  ad d  v alu ab le A u stin  real estate ex p ertise o r rep resen t th e in terests o f all sto ck h o ld ers F o r 1 3  y ears th e B o ard  g ran ted  rep resen tatio n  to  Mr. B erg  Mr. B erg ’s cu rren t n o m in ees h av e clear fin an cial ties to  Mr. B erg  –  th ey  are n o t in d ep en d en t B o ard  ad d ed  th ree n ew  in d ep en d en t d irecto rs sin ce 2 0 1 2 , i.e., 5 0 %  o f th e b o ard  jo in ed  in  th e last fo u r y ears



2 0 1 2  G o v ern an ce E n h an cem en ts S tratu s’ B o ard  b eliev es th at S tratu s’ co rp o rate g o v ern an ce p ractices are in  th e b est in terests o f S tratu s an d  its sto ck h o ld ers In  2 0 1 2 , o u r B o ard  im p lem en ted  th e fo llo w in g : A p p o in tm en t o f a lead  in d ep en d en t d irecto r b y  th e in d ep en d en t d irecto rs o f th e b o ard  A d o p tio n  o f co rp o rate g o v ern an ce g u id elin es A p p ro v al o f d irecto r sto ck  o w n ersh ip  g u id elin es F o rm atio n  o f a n o m in atin g  an d  co rp o rate g o v ern an ce co m m ittee, co m p rised  en tirely  o f in d ep en d en t d irecto rs Im p lem en tatio n  o f an n u al p erfo rm an ce ev alu atio n s o f th e b o ard  as o v erseen  b y  th e n o m in atin g  an d  co rp o rate g o v ern an ce co m m ittee



S tro n g  G o v ern an ce P ractices S tratu s’ B o ard  b eliev es th at S tratu s’ co rp o rate g o v ern an ce p ractices are in  th e b est in terests o f S tratu s an d  its sto ck h o ld ers In d ep en d en t b o ard  2 0 1 5 : 7 5 %  2 0 1 6 : 8 3 %  L ead  in d ep en d en t d irecto r 5 0 %  o f th e B o ard  refresh ed  in  th e last fo u r y ears D irecto r sto ck  o w n ersh ip  g u id elin es F u lly  in d ep en d en t au d it, co m p en satio n  an d  n o m in atin g  an d  co rp o rate g o v ern an ce co m m ittees A n n u al b o ard  p erfo rm an ce ev alu atio n s



In  2 0 1 5 , th e B o ard  co n d u cted  an  ex ten siv e rev iew  o f g o v ern an ce u sin g  G reen  S treet A d v iso rs, a n atio n ally  reco g n ized  firm  reco m m en d ed  b y  Mr. B erg ’s d esig n ee, Mr. L en eh an  G reen  S treet co n sid ered  S tratu s’ p o sitio n  as a sm all-cap  issu er w ith  co n cen trated  sh are o w n ersh ip  an d  real estate assets w ith  lo n g -term  d ev elo p m en t p o ten tial G reen  S treet ad v ised  th at elim in atin g  th e classified  b o ard  an d  sto ck h o ld er rig h ts p lan  w o u ld  lift th e sto ck  p rice b y  a m ere 1 .6 %  B o ard  co n clu d ed  th at classified  b o ard  an d  sto ck h o ld er rig h ts p lan , in  p lace sin ce th e sp in -o ff, alo n g  w ith  S tratu s’ o th er g o v ern an ce p ro v isio n s, w ere ap p ro p riate fo r S tratu s to  en ab le th e B o ard  to  tak e a lo n g er-term  v iew  an d  b e in  a stro n g  p o sitio n  to  n eg o tiate a ch an g e o f co n tro l tran sactio n  to  b en efit A L L  sto ck h o ld ers 2 0 1 5  G o v ern an ce R ev iew



G o v ern an ce E n h an cem en ts S in ce 2 0 1 5  A n n u al Meetin g  A p p o in ted  2  n ew  in d ep en d en t d irecto rs to  th e B o ard  (Messrs. Jo sep h  an d  S ch w eitzer) A m en d ed  sto ck h o ld er rig h ts p lan  to  m ak e it m o re effectiv e, an d  to  accelerate th e ex p iratio n  d ate b y  m o re th an  o n e y ear, fro m  May  2 9 , 2 0 1 8  to  March  9 , 2 0 1 7  R esp o n d ed  to  in v esto r an d  in d ep en d en t co m p en satio n  co n su ltan t feed b ack  o n  ex ecu tiv e co m p en satio n : A d d ed  a p erfo rm an ce-b ased  aw ard  to  th e lo n g -term  in cen tiv e p ro g ram  A p p lied  a claw b ack  p o licy  to  p erfo rm an ce-v ested  restricted  sto ck  u n its A d o p ted  an  an ti-p led g in g  p o licy  ap p licab le to  d irecto rs an d  ex ecu tiv e o fficers, w h ich  ap p lies p ro sp ectiv ely  Im p lem en ted  “d o u b le trig g er” eq u ity  acceleratio n  after a ch an g e o f co n tro l



We B eliev e Mr. B erg ’s D em an d s are S elf-S erv in g  Mr. B erg ’s H asty  D em an d s Y o u r B o ard ’s T h o u g h tfu l S trateg y  Mr. B erg  d em an d s a “fire sale” T h e B o ard ’s fiv e-y ear p lan  clearly  o u tlin es a p ath  to  d ev elo p  an d  sell p ro p erties o v er a fiv e y ear p erio d  Mr. B erg  d em an d s in d ep en d en t rev iew  o f altern ativ es an d  h irin g  o f b an k ers C o m p an y  in itiated  a rev iew  an d  h ired  h ig h ly  q u alified  b an k ers. Mr. B erg ’s p ro x y  co n test n o w  th reaten s to  d isru p t th e p en d in g  rev iew  o f strateg ic altern ativ es Mr. B erg  d em an d s B o ard  rep resen tatio n  Mr. B erg  h ad  B o ard  d esig n ees fo r m o re th an  1 3  y ears w h o  v o ted  in  su p p o rt o f ev ery  m ajo r B o ard  d ecisio n , in clu d in g  th e fiv e-y ear p lan  Mr. B erg  h as criticized  o u r in v estm en t in  th e W A u stin  H o tel &  R esid en ces We b eliev e in v estm en t in  W A u stin  h as b een  a su ccess, ad d in g  v alu e fo r sto ck h o ld ers. Mr. B erg  h as refu sed  rep eated  in v itatio n s to  v isit th e p ro p erty  an d  o th er p ro jects o f w h ich  h e is critical Mr. B erg  h as a self-serv in g  d esire to  liq u id ate S tratu s fo r im m ed iate cash -o u t T h e B o ard ’s strateg y  retain s lo n g -term  v alu e fo r th e b en efit o f A L L  sto ck h o ld ers



We B eliev e Mr. B erg ’s H an d -P ick ed  B o ard  S late is U n su itab le to  S erv e o n  S tratu s’ B o ard  C o n tractu al arran g em en ts an d  relatio n sh ip s th at en co u rag e Messrs. D ean  an d  K n ap p  to  act in  th e in terests o f Mr. B erg , N O T  in  th e in terests o f all sto ck h o ld ers L ittle o r n o  ex p erien ce as d irecto rs o f p u b lic co m p an ies L ittle o r n o  ex p erien ce w ith  th e d ev elo p m en t o f real estate in  A u stin  Mr. D av id  M. D ean  U n d er Mr. D ean ’s lead ersh ip , C rescen t R eal E state ex p erien ced  su b stan tial fin an cial d eclin es in  th e y ears lead in g  u p  to  its 2 0 0 7  acq u isitio n  Mr. Mich ael L . K n ap p  Mr. K n ap p  h as sp en t m o re th an  2 0  y ears w o rk in g  fo r b u sin esses asso ciated  w ith  o r co n tro lled  b y  Mr. B erg  Mr. D ean  h as sp en t th e m ajo rity  o f h is career as in -h o u se leg al co u n sel Mr. D ean  ap p ears to  h av e n o  p u b lic co m p an y  b o ard  ex p erien ce Mr. K n ap p ’s o n ly  ex p erien ce as a p u b lic co m p an y  d irecto r o ccu rred  in  th e late 1 9 9 0 s, w h en  h e ju st b riefly  serv ed  o n  an  in terim  b o ard  at Missio n  West P ro p erties fo r six  m o n th s after Mr. B erg  an d  o th er p riv ate in v esto rs p u rch ased  ap p ro x im ately  8 0 %  o f Missio n  West sto ck



Mr. B erg ’s N o m in ees are In cen tiv ized  to  P ro tect H IS  In terests N eith er Mr. K n ap p  n o r Mr. D ean  is in d ep en d en t o f Mr. B erg  Mr. K n ap p  h as b een  a fu ll-tim e em p lo y ee o f Mr. B erg ’s co m p an ies fo r m o re th an  2 0  y ears Mr. D ean  h as fin an cial ties to  Mr. B erg  In  h is p ro x y  m aterials, Mr. B erg  d isclo ses a “g o ld en  leash ” arran g em en t w ith  h is n o m in ee, Mr. D ean , th at creates a fin an cial in cen tiv e fo r Mr. D ean  to  w o rk  to  sell th e C o m p an y  w ith in  3  y ears In  effect, Mr. B erg  is u sin g  a fin an cial in cen tiv e fo r h is n o m in ee to  act to  serv e Mr. B erg ’s o w n , sh o rt-term  in terest in  liq u id ity  We b eliev e th is arran g em en t w o u ld  in terfere w ith  Mr. D ean ’s ab ility  an d  fid u ciary  d u ty  as a d irecto r to  act in  th e b est in terests o f all sto ck h o ld ers



C an  Y o u  T ru st Mr. B erg  to  C reate V alu e? S ee H is T rack  R eco rd  V alen ce T ech n o lo g y  Mr. B erg  jo in ed  V alen ce’s B o ard  in  th e 1 9 9 0 s. H e p o u red  m o n ey  in to  th e co m p an y , am assin g  a su b stan tial eq u ity  stak e, w h ile o v erseein g  at least fiv e C E O /lead ersh ip  ch an g es o v er th e co u rse o f ap p ro x im ately  a d ecad e. E ffo rts to  b o o st p erfo rm an ce, h o w ev er, d id  n o t p rev en t a b an k ru p tcy  filin g . A s C h airm an  o f V alen ce, Mr. B erg  p resid ed  o v er its b an k ru p tcy , w ip in g  o u t all o th er sh areh o ld ers. T o  em erg e, Mr. B erg  m ad e a d eal to  fo rg iv e h is lo an s in  ex ch an g e fo r fu ll co n tro l. O th er sto ck h o ld ers ap p aren tly  lo st ev ery th in g  F o cu s E n h an cem en ts In c. Mr. B erg  jo in ed  th e B o ard  in  2 0 0 1  after am assin g  a stak e in  th e co m p an y ’s sto ck . O n ce ag ain , th e co m p an y  filed  fo r b an k ru p tcy . A g ain , sto ck h o ld ers lo st ev ery th in g  Mo S y s (Mo n o lith ic S y stem  T ech n o lo g y ) Mr. B erg  w as o n  th e B o ard  in  2 0 0 4  w h en  h e p articip ated  in  a cam p aig n  sim ilar to  h is S tratu s cam p aig n , callin g  fo r th e sale o f th e co m p an y . Mr. B erg  an d  o th er sto ck h o ld ers reach ed  a sale ag reem en t w ith  a p o ten tial b u y er, b u t th e d eal fell th ro u g h . H e retired  fro m  th at B o ard  after n early  2 0  y ears, leav in g  b eh in d  a sig n ifican tly  w eak en ed  sto ck



S tro n g  h isto ry  o f p erfo rm an ce S trateg ic p lan  sh o w in g  early  resu lts E x p erien ced  B o ard  w ith  critical A u stin  ex p erien ce B o ard  o p en  to  all o p p o rtu n ities, co n d u ctin g  strateg ic rev iew  P ro tectin g  lo n g -term  in terests o f A L L  sto ck h o ld ers S u p p o rt th e C u rren t B o ard  o n  th e WH IT E  P ro x y  C ard  to  D eliv er o n  L o n g -T erm  V alu e C reatio n  O p p o rtu n ity



T h an k  Y o u



T h is p resen tatio n  co n tain s fo rw ard -lo o k in g  statem en ts in  w h ich  S tratu s d iscu sses facto rs it b eliev es m ay  affect its fu tu re p erfo rm an ce. F o rw ard -lo o k in g  statem en ts are all statem en ts o th er th an  statem en ts o f h isto rical facts, su ch  as statem en ts reg ard in g  th e im p lem en tatio n  an d  p o ten tial resu lts o f S tratu s' fiv e-y ear p lan , p ro jectio n s o r ex p ectatio n s related  to  o p eratio n al an d  fin an cial p erfo rm an ce o r liq u id ity , reim b u rsem en ts fo r in frastru ctu re co sts, fin an cin g  an d  reg u lato ry  m atters, d ev elo p m en t p lan s an d  sales o f p ro p erties, co m m ercial leasin g  activ ities, tim efram es fo r d ev elo p m en t, co n stru ctio n  an d  co m p letio n  o f S tratu s’ p ro jects, cap ital ex p en d itu res, liq u id ity  an d  cap ital reso u rces, an d  o th er p lan s an d  o b jectiv es o f m an ag em en t fo r fu tu re o p eratio n s an d  activ ities. T h e w o rd s “an ticip ates,” “m ay ,” “can ,” “p lan s,” “b eliev es,” “p o ten tial,” “estim ates,” “ex p ects,” “p ro jects,” “in ten d s,” “lik ely ,” “w ill,” “sh o u ld ,” “to  b e” an d  an y  sim ilar ex p ressio n s an d /o r statem en ts th at are n o t h isto rical facts are in ten d ed  to  id en tify  th o se assertio n s as fo rw ard -lo o k in g  statem en ts. S tratu s cau tio n s read ers th at fo rw ard -lo o k in g  statem en ts are n o t g u aran tees o f fu tu re p erfo rm an ce, an d  its actu al resu lts m ay  d iffer m aterially  fro m  th o se an ticip ated , p ro jected  o r assu m ed  in  th e fo rw ard -lo o k in g  statem en ts. Im p o rtan t facto rs th at can  cau se S tratu s' actu al resu lts to  d iffer m aterially  fro m  th o se an ticip ated  in  th e fo rw ard -lo o k in g  statem en ts in clu d e, b u t are n o t lim ited  to , th e o u tco m e o f th e strateg ic rev iew  p ro cess, S tratu s’ ab ility  to  refin an ce an d  serv ice its d eb t an d  th e av ailab ility  o f fin an cin g  fo r d ev elo p m en t p ro jects an d  o th er co rp o rate p u rp o ses, S tratu s' ab ility  to  sell p ro p erties at p rices its b o ard  co n sid ers accep tab le, a d ecrease in  th e d em an d  fo r real estate in  th e A u stin , T ex as m ark et, ch an g es in  eco n o m ic an d  b u sin ess co n d itio n s, red u ctio n s in  d iscretio n ary  sp en d in g  b y  co n su m ers an d  co rp o ratio n s, co m p etitio n  fro m  o th er real estate d ev elo p ers, h o tel o p erato rs an d /o r en tertain m en t v en u e o p erato rs an d  p ro m o ters, b u sin ess o p p o rtu n ities th at m ay  b e p resen ted  to  an d /o r p u rsu ed  b y  S tratu s, th e term in atio n  o f sales co n tracts o r letters o f in ten t d u e to , am o n g  o th er facto rs, th e failu re o f o n e o r m o re clo sin g  co n d itio n s o r m ark et ch an g es, th e failu re to  attract cu sto m ers fo r its d ev elo p m en ts o r su ch  cu sto m ers’ failu re to  satisfy  th eir p u rch ase co m m itm en ts, in creases in  in terest rates, d eclin es in  th e m ark et v alu e o f its assets, in creases in  o p eratin g  co sts, in clu d in g  real estate tax es an d  th e co st o f co n stru ctio n  m aterials, ch an g es in  ex tern al p ercep tio n  o f th e W A u stin  H o tel, ch an g es in  co n su m er p referen ces, ch an g es in  law s, reg u latio n s o r th e reg u lato ry  en v iro n m en t affectin g  th e d ev elo p m en t o f real estate, o p p o sitio n  fro m  sp ecial in terest g ro u p s w ith  resp ect to  d ev elo p m en t p ro jects, w eath er-related  risk s an d  o th er facto rs d escrib ed  in  m o re d etail u n d er th e h ead in g  “R isk  F acto rs” in  S tratu s’ A n n u al R ep o rt o n  F o rm  1 0 -Kfo r th e y ear en d ed  D ecem b er 3 1 , 2 0 1 5 , filed  w ith  th e S E C . In v esto rs are cau tio n ed  th at m an y  o f th e assu m p tio n s u p o n  w h ich  S tratu s' fo rw ard -lo o k in g  statem en ts are b ased  are lik ely  to  ch an g e after th e fo rw ard -lo o k in g  statem en ts are m ad e. F u rth er, S tratu s m ay  m ak e ch an g es to  its b u sin ess p lan s th at co u ld  affect its resu lts. S tratu s cau tio n s in v esto rs th at it d o es n o t in ten d  to  u p d ate its fo rw ard -lo o k in g  statem en ts n o tw ith stan d in g  an y  ch an g es in  its assu m p tio n s, b u sin ess p lan s, actu al ex p erien ce, o r o th er ch an g es, an d  S tratu s u n d ertak es n o  o b lig atio n  to  u p d ate an y  fo rw ard -lo o k in g  statem en ts. T h is p resen tatio n  also  in clu d es m easu res o f estim ated  p re-tax  n et asset v alu e (“N A V ”), w h ich  are n o t reco g n ized  u n d er U .S . g en erally  accep ted  acco u n tin g  p rin cip les (“G A A P ”). We d o  n o t b eliev e th ere is a d irectly  co m p arab le G A A P  m easu re to  N A V . We b eliev e th is m easu re can  b e h elp fu l to  in v esto rs in  ev alu atin g  o u r b u sin ess b ecau se N A V  illu strates cu rren t em b ed d ed  v alu e in  o u r real estate, w h ich  is carried  o n  o u r G A A P  b alan ce sh eet p rim arily  at co st. O u r m an ag em en t u ses N A V  as o n e o f th e m etrics in  ev alu atin g  p ro g ress o n  o u r fiv e-y ear p lan . N A V  is n o t in ten d ed  to  b e a p erfo rm an ce m easu re th at sh o u ld  b e reg ard ed  as m o re m ean in g fu l th an  G A A P  m easu res. O th er co m p an ies m ay  calcu late th is m easu re d ifferen tly . F o r a d iscu ssio n  o f N A V , in clu d in g  h o w  o u r N A V  is calcu lated , p lease see th e In v esto r P resen tatio n  d ated  March  1 5 , 2 0 1 6 , in clu d in g  th e “C au tio n ary  S tatem en t,” av ailab le o n  o u r w eb site at w w w .stratu sp ro p erties.co m . C au tio n ary  S tatem en t



S tratu s P ro p erties In c., its d irecto rs an d  certain  o f its ex ecu tiv e o fficers are p articip an ts in  th e so licitatio n  o f p ro x ies fro m  S tratu s sto ck h o ld ers in  co n n ectio n  w ith  th e m atters to  b e co n sid ered  at S tratu s’ 2 0 1 6  A n n u al Meetin g . S tratu s h as filed  its d efin itiv e p ro x y  statem en t an d  fo rm  o f WH IT E  p ro x y  card  w ith  th e U .S . S ecu rities an d  E x ch an g e C o m m issio n  (th e “S E C ”) o n  A p ril 1 5 , 2 0 1 6  in  co n n ectio n  w ith  an y  su ch  so licitatio n  o f p ro x ies fro m  S tratu s sto ck h o ld ers. S T R A T U S  S T O C K H O L D E R S  A R E  S T R O N G L Y  E N C O U R A G E D  T O  R E A D  S U C H  P R O X Y  S T A T E ME N T , A C C O MP A N Y IN G  WH IT E  P R O X Y  C A R D  (IN C L U D IN G  A N Y  A ME N D ME N T S  A N D  S U P P L E ME N T S  T H E R E T O ) A N D  A L L  O T H E R  D O C U ME N T S  F IL E D  WIT H  T H E  S E C  C A R E F U L L Y  A N D  IN  T H E IR  E N T IR E T Y  WH E N  T H E Y  B E C O ME  A V A IL A B L E  A S  T H E Y  WIL L  C O N T A IN  IMP O R T A N T  IN F O R MA T IO N . In fo rm atio n  reg ard in g  th e o w n ersh ip  o f S tratu s’ d irecto rs an d  ex ecu tiv e o fficers in  S tratu s sto ck , restricted  sto ck  u n its an d  sto ck  o p tio n s is in clu d ed  in  th eir S E C  filin g s o n  F o rm s 3 , 4 , an d  5 , w h ich  can  b e fo u n d  th ro u g h  S tratu s’ w eb site (w w w .stratu sp ro p erties.co m ) in  th e sectio n  “In v esto r R elatio n s” o r th ro u g h  th e S E C ’s w eb site at w w w .sec.g o v . In fo rm atio n  can  also  b e fo u n d  in  S tratu s’ o th er S E C  filin g s, in clu d in g  S tratu s’ d efin itiv e p ro x y  statem en t fo r th e 2 0 1 6  A n n u al Meetin g  an d  its A n n u al R ep o rt o n  F o rm  1 0 -K  fo r th e y ear en d ed  D ecem b er 3 1 , 2 0 1 5 . Mo re d etailed  an d  u p d ated  in fo rm atio n  reg ard in g  th e id en tity  o f p o ten tial p articip an ts, an d  th eir d irect o r in d irect in terests, b y  secu rity  h o ld in g s o r o th erw ise, is set fo rth  in  th e d efin itiv e p ro x y  statem en t an d  o th er m aterials to  b e filed  w ith  th e S E C  in  co n n ectio n  w ith  S tratu s’ 2 0 1 6  A n n u al Meetin g . S to ck h o ld ers w ill b e ab le to  o b tain  an y  p ro x y  statem en t, an y  am en d m en ts o r su p p lem en ts to  th e p ro x y  statem en t an d  o th er d o cu m en ts filed  b y  S tratu s w ith  th e S E C  fo r n o  ch arg e at th e S E C ’s w eb site at w w w .sec.g o v . C o p ies w ill also  b e av ailab le at n o  ch arg e at S tratu s’ w eb site at w w w .stratu sp ro p erties.co m , b y  w ritin g  to  S tratu s P ro p erties In c. at 2 1 2  L av aca S treet, S u ite 3 0 0 , A u stin , T X  7 8 7 0 1 , o r b y  callin g  S tratu s’ p ro x y  so licito r, In n isfreeM& A  In co rp o rated , to ll-free at 8 8 8 -7 5 0 -5 8 3 4 . Im p o rtan t A d d itio n al In fo rm atio n
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