
UNITED STATES OF AMERICA 

before the 

SECURITIES AND EXCHANGE COMMISION 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 85150/February 15, 2019 

Ad.min. Proc. File No. 3-18811 

In the Matter of 

CEELOX, INC., TALON REAL ESTATE 
HOLDING CORP., VIRTUAL SOURCING, 
INC., AND WINDSTREAM TECHNOLOGIES, 
INC. 

RESPONDENT TALON REAL ESTATE HOLDING CORP'S OPPOSITION TO 

THE DIVISION OF ENFORCEMENT'S MOTION FOR AN ORDER OF 

SUMMARY DISPOSITION 

Respondent Talon Real Estate Holding Corp. ("Talon"), by and through its undersigned 

counsel, submits this Opposition to the Division of Enforcement's Motion for an Order of 

Summary Disposition, a copy of which is annexed hereto as Exhibit A. 

PROCEDURAL BACKGROUND 

On September 20, 2018, the Securities and Exchange Commission ("the SEC") issued an 

Order Instituting Administrative Proceeding and Notice of Hearing Pursuant to Section 12G) of 

the Securities Exchange Act of 1934 (the "OIP") to determine whether it is necessary or 

appropriate for the protection of investors to suspend (for a period not exceeding twelve months) 

or revoke the registration of each class of Talon's securities registered pursuant to Section 12 of 

the Exchange Act On September 28, 2018, Talon served an Answer to the OIP. On March 1, 

2019, the SEC served the Motion for an Order of Summary Disposition. 
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PRELIMINARY STATEMENT 

Pursuant to 17 CFR 201.250( c ), ".a party may make a motion for summary judgment on 

one or more claims or defenses, asserting that the undisputed pleaded facts, declarations, 

affidavits, deposition transcripts, documentary evidence or facts officially noted pursuant to § 

201.323 show that there is no genuine issue with regard to any material fact and that the movant 

is entitled to summary disposition as a matter of law." 

Here, in support of its motion, the SEC alleges as follows: 

T ALR failed to make at least eighteen required Commission filings over a period 

approaching five years: eight periodic reports, five Forms 12b-25, and at least five 

proxy and/or information statements. Exhibit A at m. 5. 

The SEC further alleges as follows: 

In its resignation letter, [Talon's accounting firm] noted that it had advised 

management and members [sic] T ALR' s audit committee of: (1) material 

weaknesses in its internal controls related to its ability to execute a timely and 

accurate close of its 2016 financial statements; and (2) its failure to follow 

policies and procedures concerning material contracts, indebtedness, 

commitments, contingencies, and related party transactions. Exhibit A at 3 

( citation to the record omitted). 

The SEC still :further alleges as follows: 

On August 16, 2018, T ALR's attorney sent an email to Corporation Finance 

stating that he bad been "brought on with the new auditor to update the filings 

given the Chief Financial Officer's failing health and capabilities." Exhibit A at 4 

( citation to the record omitted). 
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In opposing a motion for summary disposition, "a respondent may present genuine issues 

with respect to facts that could mitigate his or her misconduct." Seghers v. SEC, 548 F.3d 129, 

134 (D.C. Cir. 2008) (citation omitted). Here, Talon submits the Declaration of Joshua D. Brinen, 

annexed hereto as Exhibit B, for the sole and express purpose of respon_ding to the SEC's 

allegations. 

TALON'S OPPOSITION 

Talon is working systematically to remedy its delinquencies. 

The complete list of Talon's delinquent filings, and the exact status of each, is as follows: 

Form lOK 2016 

Fonn 1 OQ March 2017 

Form IOQ June 2017 

Form 1 OQ September 2017 

Fonn 10K 2017 

Form lOQ March 2018 

Form IOQ June 2018 

Form lOQ September 2018 

Status 

Prepared, Clearing Final Comments and 
completing PCAOB Requirements 

Prepared, under Review 

Prepared, under Review 

Prepared, under Review 

Prepared, under Review 

Drafted 

Drafted 

Drafted 

See Exhibit B, 1 4. 

Talon has developed and implemented the internal controls necessary for 
regulatory compliance. 

Mindful of the need for regulatory compliance, Talon -has developed and implemented 

internal controls as follows: 
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First, TalQn has removed the former Chief Financial Officer from active management due 

to his severe medical issues. See, Exhibit C, Affidavit of Chief Executive Officer. 

Second, Talon has stopped Director Agar from participating beyond his traditional role in 

the filing process. See, Exhibit C. 

Third, Talon has hired a part-time Chief Financial Officer to organize the preparation and 

filing of the financial statements and notes. See, Exhibit C. 

Fourth, Talon bas obtained sufficient funding to pay the prior auditors to release the prior 

_workpapers and fund the compliance requirements. 

The Chief Executive Officer, Mr. Kaminski, has endeavored to resolve each issue. To 

that end the company has: 

a.e Negotiated a settlement with the PCAOB accountant to obtain its release ofe

the prior workpapers and to assist in the transition to the new auditors, Turnere

Stone & Co who were hired in 2018;e

b.e Removed the Chief Financial Officer;e

c.e Secured that Director Agar from his prior obstructionist actions;e

d.e Hired a Part-time Chief Financial Officer to compile the .financial statementse

and notes;e

e.e Hired an outside accounting firm to assist in the compilation of the financiale

statements and notes; ande

f.e Hired a securities attorney to manage the process of becoming current ande

maintaining current status.e

The company acknowledges that it has not been able to file the necessary reports. It has 

not been able to file such reports due to the following reasons: 
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a.e Director Agar's obstructionist actions prevented the original filing of the Forme

10K for fiscal year 2016;e

b.e Director Agar's harassing tactics toward the former auditors and formere

counsel prevented the original filing of the Form lOK for fiscal year 2016;e

c.e The former Chief Financial Officer's medical issues prevented him frome

completing his duties, managing Director Agar's obstructionism ande

terminating Director Agar's harassment.e

d.e The prior auditors would not transition the audit workpaper file to the newe

auditors;e

e.e The company had to obtain the necessary funding to accomplish these tasks ..e

Talon did not fail to appreciate the consequences or the seriousness of failing to make 

such reports. To that en� the company has done the following: 

a.e Negotiated a settlement and a payment with the PCAOB accountant to obtaine

its release of the prior workpapers and to assist in the transition to the newe

auditors.e

b.e Engaged with a new auditor; Turner Stone, who at the time of this submission,e

prepared to sign-off on the December 31, 2015 audite

c.e Engaged a comptroller consultant to assist in the preparation of the financiale

statements for audit by the new auditor Turner Stone.e

d.e Engaged a new attorney to assist in preparation of the Securities ande

Exchange Commission filings.e

5 



The new attorney, auditor, and comptroller consultant have set a schedule to remediate 

the open issues. To further that end, the company has committed to the schedule attached to this 

filing as Exhibit D. 

The company, new attorney, auditor, and comptroller consultant have all agreed that the 

company can and will maintain its quarterly filing once caught up. 

See Exhibit B, ,r S. 

Talon is committed to ongoing regulatory compliance. 

Talon has retained its undersigned counsel to ensure regulatory compliance going 

forward. The status of Talon's progress to that end is as follows: 

Status 

Fonn 10K2016 

Form I 0Q March 2017 

Form I OQ June 2017 

Fonn 1 OQ September 2017 

Form lOK 2017 

Form IOQ March 2018 

Fonn IOQ June 2018 

Fonn lOQ September 2018 

See Exhibit B, ,I 6. 

Prepared, Clearing Final Comments and 
completing PCAOB Requirements 

Prepared, under Review 

Prepared, under Review 

Prepared, under Review 

Prepared, under Review 

Drafted 

Drafted 

Drafted 
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CONCLUSION 

Talon's hiring of the undersigned counsel's firm to oversee the completion and filing of 

all overdue reports and to ensure that, going forward, all reports are completed and filed in 

accordance with applicable rules and regulations is evidence of a genuine commitment to 

fulfilling its corporate responsibilities as they relate to the within action. 

Wherefore, it is requested that the Motion for an Order of Summary Disposition be 

denied. 

DATED: New York, New York 
March 25, 2019 

ua . Brinen 
Brinen & Associates, LLC 
90 Broad Street, Second Floor 
New York, New York 10004 
(212) 330-8151 (felephone) 
(212) 227-0201 (Fax) 
jbrinen@brinenlaw.com 
Attorneys for Respondent Talon Real 
Estate Holding Corp. 
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MOTION FOR SUMMARY DISPOSfflON 
DMSION OF ENFORCEMENT'S 

The Division of Enforcement C-'Division"), by undersigned counseJ, pursuant to 

Commission Rules of Practice I 54 and 250, hereby moves for an order revoking the registration 

of each class of securities of Talon Real Estate Holdings, Inc. ('TALR" or "Respondent'') 

registered pursuant to Securities and Exchange Act of 1934 ("Exchange Act") Section 12. As 

discussed below, summary disposition is appropriate here because there is no genuine issue 

concerning any material fact. Pursuant to Exchange Act Section 12(j), the Division, as a matter 

of law, is entitled to an order revoking the registration of each class of securities ofTALR 

registered pursuant to Exchange Act Section 12. 

BRPW IN SUPPORT, 

I.o Statement of Factso

A.o TALR and Its Delinquent .Filingso

TALR (CIK No. 1426011) is a delinquent Utah corporation located in Jvfinneapolis,o

Minnesota with a class of securities registered with the Commission pursuant .to Exchange Act 

Section 12(g). Order Instituting Proceeding§ ("OIPj,_ ,I 11.A.4; Frye Deel. Exs. 1 and 2.1 As ofo

September 14, 2018, the common stock ofTALR was quoted on OTC Link (formerly "Pink 

Sheets"), operated by OTC Markets Inc., had seven market makers, and was eligible for the 

1From the Declaration ofDavid S. Frye in Support of the Division ofEnforeement'so
Motion for Summary Disposition and Brief in Support (''Frye Deel.") and accompanying 
exhibits, submitted herewith.' The Division asks, pursuant to Rule of Practice 323� that the Court 
take official notice of Ex. I and all other information and filings on EDGAR refened to in this 
brief and/or filed as exhibits with the accompanying Frye Declaration. In order to reduce the 
volmne of documents included in this submission, the Division bas attached as exlu'bits 
excerptm copies of certain voluminous documents with just the cover page and relevant pages 
included. The Division will provide complete copies of any of these documents if requested by 
the Commission or the respondent 
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"piggyback" exception ofBxchange Act Rule 15c2--l l(f)(3). Frye Deel. Ex. 3. T.ALR is 

delinquent in its periodic filings with the Commission, having failed to file any periodic reports 

since it filed a Form 10-Q for the period ended September 30., 2016. Frye Deel. Bxs. 4 and S. 

On March 3J., 2017, TALR. filed a Notification of Late Filing on Exchange Act Fonn 

12b-2S ("Fonn 12b-25") for its Exchange Act Form 10-K forthe period ended December 31, 

2016. In this fonn, the company gave the following explanation of1he reasons for its failure to 

file its Form 10-K and its plan _to do so: 

The Company could not finahe certain disclosures necessary for the completion 
of its finaooial statements and management's discussion and analysis of financial 
condition and results of operations to be included in the Annual Report on Form 
l 0-K in time to allow completion of the report within the prescribed time period.e
The Company expects to be in a position to file the Form 10-K within IS dayse
after March 31, 2017.e

Frye Deel. Ex. 6. Exhibit 6 was �gned by M.G. Kaminski, ("Kaminski") the CEO ofTALR. Id 

Despite its stated intention to file its December 31, 2016 Fonn 10-K within iµteen days, to this 

day TALR has not filed that form. Frye Deel. F.¥s- 4 and S. 

TALR's next required periodic filing was a Fonn I 0-Q for the period ended March 31, 

2017. TALR. did not make that filing. Instead, on May 16, 2017, TALR filed anoth� Fonn 12b-

2S. In that notice oflate filing, TALR stated its intentions to comply with the Exchange Act: 

The Company could not finalize certain disclosures necessary for the completion 
of its financial statemen1s and management's discussion and analysis of :financial 
condition and results of operations to be included in the Report in time to allow 
completion of the report within the prescnoed time period. The Company expects 
to be in a position to file the Form 10-Q within S days after May 15, 2017. 

Frye Deel. Ex. 7. Exhibit 7 was signed by Kaminski. Id Despite its stated intention to file its 

March 31, 2017 FOl'Dl I 0-Q within five days ofits due dateeTALR failed to do so. As of the , 

date of this filin& TALR has not filed that form. Frye Deel. Exs. 4 and S. 

TALR,s next required periodic filing was a Form 10-Q for the period ended June 30, 
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2017, due on August 14, 2017. Again, instead of making the required filing, TALR filed another 

F01Dl 12b-25. In that form, T.ALR again stated its intentions to comply with the Exchange Act: 

The Company could not finali7.e certain disclosures neces.wy for the completion 
of its financial statements and management's discussion and analysis of financial 
condition and results of operations to be included in the Report in time to allow 
completion of the report within the prescribed time period. The Company expects 
to be in a position to file the Form 10-Q within 5 days after August 14, 2017. 

Frye Deel. Ex. 8. ExJnoit 8 was signed by Kaminski. Id. Despite its stated intention to file its 

June 30,2017 Form 10-Q within five days ofits due� TALR did not do so. As of the date of 

this filing, T ALR has not filed that fbrm. Frye Deel. Exs. 4 and 5. 

On November 20, 2017, the accounting firm of Baker, Tilly, VlfChow, Krause, LLP 

("Baker") resigned as T ALR's independent auditor. Frye J;>ecl. Ex. 9 (consisting of a Form 8-K 

filed on November 28, 2017 and the attached resignation letter). This firm had served as 

TALR's independent auditor since June 7, 2013, when current management took control of the 

company. Frye Deel Ex. 10. In its resignation letter, Baker noted that it� advised 

management and members TALR 's audit committee of: (1) material weaknesses in its internal 

controls related to its ability to execute a timely and accmate close of its 2016 financial 

statements; and (2) its fidlme to follow policies and procedures concerning material contracts, 

indebtedness, commitments, contingencies, and related party transactions. Frye Deel. Ex.. 9. 

Ultimately, TALR failed to file its Form 10-Q for the period ended September 30, 2017 

and a1so failed to file a Form 121>-25, both ofwhich were due on November 14, 2017. Frye 

Deel. Exs. 4 and 5. 

B.e The November 30, 2017 Delinquency Letter to TALRe

Thereafter., on November 30
., 
2017, the Division of Corporation F.inanoe ("Corporation 

Finance") sent a letter to TALR advising it of its delinquency. The letter further stated that, if 

TALR tailed to make its missing filings, it could be subject, without further notice, to a trading 
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suspension pursuant to Bxchange Act Section 12(k) and/or an administrative proceeding under 

Exchange Act Section 12(j) to revoke or suspend its securities registration under Excllange Act 

Section 12g. Frye Deel. Ex. 11. A signed return receipt shows that TALR received 'the letter on 

December 4, 2017. FryeDecl.Bx. 12. 

In response to the delinquency letter, on December 21, 2017, Corporation Finance 

received an email ftom Keith Gmebele, then the CFO ofT ALR. acknowledging receipt of the 

delinquency letter. Frye Deel. Ex. 13. The email reported that 1he Board of Directors had met 

concerning T ALR's need to make its filings, met with a prospective audit firm, and that T ALR 

would provide a "meaningful letter of intention with date certain of being in full compliance to 

you by mid-January." On January 22; 2018,. TALR sent an email to Co1JJ0ration Finance giving 

a date certain of August 14. 2018 to be in full compliance with all its Securities and Exchange 

Commission filings. Frye Deel. Bx. 14. 

During 2�18, T ALR filed no periodic reports or Forms llb-25. Its self-defined deadline 

of August 14, 2018 came and went without TALR making a single periodic filing. On August 

16, 2018, TALR's attorney sent an email to Corporation Finance stating that he bad been 

"brought on with the new auditor to update the filings given the Chief Financial Officer's tailing 

health and capabilities." Frye Deel. Bx. 15. 

On September 20, 2018, the Commimon instituted this proceeding against TALR and 

three unrelated respondents. Ceeloz, Inc., et al, Admin. Proc. No. 3-18811, Exchange Act Rel. 

No. 84234 (September 20, 2018). 

Simultaneously.with the institution of this proceeding, the Commission issued an order 

suspending trading in the securities ofTALR for ten business days. Cee/oz, Inc., et al .• 

Exchange Act Rel. No. 84244, Commission File No. 500-1 (September 20, 2018). 
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After institution of this proceeding, TALR failed to file a Fonn 10-Q for the period-ended 

September 30, 2018 or a Form 12b-25 for that filing. Frye Deel. Exs. 4 and 5. 

n. ,Anmmeat in Support of Summary Dispositione

A.e Staadards Applicable to the Division's Summary Disposition Mo1ione

Rule of Practice 250(a) permits a party to move "for summary disposition of any or all 

allegations of the order instituting proceedings" before hearing, with leave of the hearing officer. 

Rule of Practice 250(b) provides that a hearing officer may grant a motion for summary 

disposition if there is no genuine issue with regard to any material fact and the party making the 

motion is entitled to summa,y disposition as a matter of Jaw. See Michael Puorro, Initial 

Decision Rel. No. 2S3, 2004 SEC LIDOS 1348, at •3 (June 28, 2004) citing Rule of Practice 

250; Garcia, U.S.A., Securities Exchange Act of 1934 Rel. No. 38495, 1997 SEC LEXIS 838 

(April .10, 1997) (granting motion for summary disposition). As one Administrative Law Judge 

explained: 

By analogy to Rule 56 of the Federal Rules of Civil Procedure, a factual dispute 
between the parties will not defeat a motion for summary disposition unless it is 
both genuine and material. See Anderson v. Liberty Lobby. Inc., 477 U.S. 242, 
247-48 (1986) • Once the moving party has canied its bwrleDt 'its opponent must 
do more then simply shOYI 1hat there is some metaphysical doubt as to the 
material facts.' Matsushita Elec. Indus. Co. v. Zenith Radio Corp., 415 U.S. 574, 
586 (1986): The opposing party must set forth specific facts showing a genuine 
issue for a hearing and may not rest upon the mere allegations or denials of its 
pleadings. At the summary disposition stage, the hearing officer's mnction is not 
to weigh the evidence and determine the truth of the matter, but rather to 
determine whether there is a - genuine issue for resolution at a hearing. See 
Anderson, 477 U.S. at 249. 

Edward Becker, Initial Decision Rel. No. 252, 2004 SEC LEXIS 113S, at •s (June 3, 2004). 

The Commission instituted this administrative proceeding under Exchange Act Section 

12(j). Section 12(j) empowas the Commission, where it deems it "necessary and appropriate for 

the protection of investors'' to either suspend (for a period not exceeding twelve months) or 
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permanently revoke a security's registration "if the Commission finds, on the record after notice 

and opportunity for hearing, that the issuer of such security has :failed to comply with any 

provision of this title or the rules and regulations thereunder." It is appropriate to grant summary 

disposition and revoke an issuer's registration in a Section 12(j) proceeding wh� as here, there 

is no dispute that the registrant has failed to comply with Exchange Act Section 13(a).12

B.2 The Division is Entitled to Summary Disposition Against2
TALR for its Faihues to Comply with Exchange Act2
Section 13(a) and Rules 13a-1 and 13a-13 Th�reunder2

Section 13(a) of the Exchange Act and Rules 13a-1 and 13a-13 promulgated thereunder 

require issuers of securities registered pursuant to Section 12 of the Exchange Act to file periodic 

·and other reports with the Commission. Exchange Act Section 13(a) is a cornerstone of the2

Exchange Act, establishing a system of periodically reporting invaluable information about2

issuers of securities. The Commission has stated:2

Failure to file periodic reports vioJates a central provision of the Exchange Act. 
The purpose of the periodic filing requirements is to supply investors with current 
and accurate financial information about an issuer so that they may make sound 
decisions. Those requirements arc ''the primary tool[s] which Congress has 
mshioned fur the protection of investors from negligent, careless� and deUberate 
misrepresentations in the sale of stock end securities." Proceedings initiated 
under Exchange Act Section 12(j) are an important remedy to address the problem 
of publicly 1l'aded companies that are delinquent in the filing of their Exchange 
Act repo� and thereby deprive investors of accurate, complete, and timely 
infonnation upon �hich to make infonned investment decisions. 

Gateway International Holdings, Inc., Exchange Act Rel. No. 53907, 2006 SBC LEXIS 1288, at 

•26 (May 31, 2006) ("Gateway") (quoting SECv. Beiainger Indus. Corp., 552 F.2d 15, 18 (11t 

2 See AIC Intemattonal, Inc., Initial Decision Rel. No. 324, 2006 SEC LEXIS 2996 
(December 27, 2006); Bilogic, Inc., Initial Decision Rel. No. 322, 2006 SEC LEXIS 2596, at 
• 12 (November 9, 2006); iBlz Technology Corp., Initial Decision Rel No. 312, 2006 SEC2
LEXIS 1406, at *J 1 (June 16, 2006); St. George Metals, Inc., Initial Decision Rel No. 298, 20052
SBC LEXIS 2465, at *12 (September 29, 2005); lnvestco, Inc., Initial Decision Rel. No. 240,2
2003 SEC LEXIS 2792, at •7 (November 24, 2003); Nano World Projec/3 Corp., Initial2
Decision Rel. No. 228, 2003 SBC LEXIS 1968, at •3 (May 20, 2003)2
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Cir. 1977)). 

"Section 13(a) of the Exchange Act and the rules promulgated thereunder require issuers 

of securities registered pursuant t.o Section 12 of the Exchange Act to tile periodic and other 

reports with the Commission. Exchange Act Rule 13a-1 requires issuers to submit annual 

repor1s, and Exchange Act Rule 13a-13 requires issuers to submit quarterly reports. No showing 

of scienter is n� to establish a violation of Section 13(a) or the rules thereunder.,,o

Telenone Technologies Corp.1 Initial Decision Rel No. I 078 at 2, 2016 SEC LEXIS 41 SS, at *4 

(November9,2016); accord Gateway, 2006 SEC LEXIS 1288;at *18, 22 n.28; Stansbury 

Holdinga Co,p., Initial Decision Rel. No. 232, 2003 SBC LEXIS 1639, at *15 (July 14, 2003);o

WSF Corp., Initial Decision Rel No. 204, 2002 SEC LEXIS 1242, at • t 4 (May 8, 2002). There 

is no dispute that TALR failed to comply with Ex.change Act Section 13(a) and Rules l 3a-1 and 

13a-13 thereunder. See also TALR's Answer at 3. 

Moreover, it is whol]y appropriate to revoke TALR's registration on a motion for 

summary disposition wh� as here, the Section 12 issuer bas failed to comply with Section 

13(a). 3 There is no dispute that TALR had failed to file seven consecutive periodic reports 

when this proceeding was instituted. Given the central importance �f the reporting requirements 

imposed by Section 13(a) and the rules thereunder, Administrative Law Judges have found 

delinquencies of a far less duration to warrant revocation.4o

3 See AJC lntemattona/1 Inc., 2006 SEC LEXIS 2996 (summmy disposition granted in Section 12(j)o
action); Bilogk, Inc •• 2006 SEC LEXIS 2596. &t •12 (same); Jnvestca. Inc., Initial Decision Rel. No. 312, 2003 SEC 
LEXIS 2792, st.,, (Novemtier 24, 2003); Nano World Projects Corp., lni1ial Decision Rel. No. 228, 2003 SEC 
LEXIS 1968t at � (May 20, 2003) (summary disposition in Exclmngc Act Section 120) action granted where 
certifications on filings and respondent's admission established failure to file annual or quarterly reports). 

4 iBJZ TechnolOD Corp., Initial Decision Rel. No. 312 Ill I (June 16, 2006) (revocation granted due to theo
delinquency of ane Form 10-K and two Fonns lo-Q): WSF Corp., 2002 SBC LEXIS 1242, at *14 (revocation 
granted due to the delinquency of one Form 10-K and three Forms 10-Q); Freedom Golf Carp., InitiB1 Decision 
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1 

• i 

C.. Revocation is the Appropriate Sanction 
for TALR's Serial Violations of E:s:change Act 
Section 13(a) and Rules 13a-1 and 13a-13 Thereunder 

Exchange Act Section 12(j) provides that the Commission may revoke o� suspend the 

Exchange Ad Section 12 registration of an is.,uer's securities where it is ''necessary or 

appropriate fur the protection of investors." The Commission's determination of which sanction 

is appropriate "tums on the effect on the investing public, including both current and prospective 

investor� of the issuer's violations, on the one hand, and the Section 12(j) sanctions on the other 

hand." Gateway, 2006 SEC LEXIS 1288, at •19-20. In making this determination, the 

Commission has said it will consider, among other things: 

(1) the seriousness of the issuer's violations;e
the isolated or recurrent nature of the violations;e

(3)e the degree of culpability involved;e
(4)e the exte.nt of the issuer's efforts to remedy its paste

violations and ensure future compliance; ande
(5)e the credibility of the issuer's assurances, if any, against future violations.e

Id,· see also Steadman v. SEC, 603 F.2d 1126, 1140 (SIil Cir. 1979) (setting forth the public 

interest factors that informed the Commission's Gateway decision). Although no one factor is 

�ntrolling, Stansbury, 2003 SEC LEXIS 1639, at *14-15 and WSF Corp., 2002 SEC LBXIS 

1242, at •s, •18, the Commission has recently reaffnmed that" 'recurrent failure to file periodic 

reports' is 'so serious that only a strongly compelling showing with respect to the other factors 

we consider would justify a lesser sanction than revocation."' Absolute Potential, Inc. (fllr/a 

Absolute Wa.rte Services, Inc.), Exchange Act Rel. No. 71866, 2014 SEC LEXIS 1193, at •24 

(April 4, 2014)·(" Absolute"} (quoting Impax Laboratories, Inc., Securities Exchange Act of 1934 

Release No. 227, 2003 SEC LEXIS 1178, at •s (May 15, 2003) (revocation gnm� due to the delinquency of one 
Form 10-K and one FoIID 10-Q). 
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Rel. No. 57864, 2008 SEC LEXIS 1197, at •27 (May 23, 2008)). 5 

1. TALR's violations of Sectioa 13(a) are serious and egregious 

As established by the record in this proceeding, the violative conduct ofT ALR is serious 

and egregious. At the time this proceeding was instituted, TALR had failed to file seven 

consecutive periodic reports, including two Fonns 10-K and five Fonns 10-Q. Frye Deel. Bxs. 4 

and S. When a company, such as TALR, has fililed to file seven periodic filings, it has 

·oundoubtedly committed serious and egregious violations of Section 13(a).o

In response, TALR now pledges that it will make all of its missing reports and will 

comply with the reporting requirements in the future. Even assuming that T ALR manages to 

make all of its delinquent reports, sum actions would not remove the need for revocation. In 

fact, the Commission has given little credit to registrants that mil to comply with the filing 

requirements and then make filings dwing the pendency of a Commission administrative 

proceeding. As the Commission has noted in upholding revocation of the securities registration 

of an issuer that made some of its delinquent filinp during the pendency of the proceeding: 

Dismisw [in this case] would reward those issuers who mil to file required 
periodic reports when due over an extmxled period of time, beoome the subject of 
Bxchange Act Section 12(,1 revocation proceedings, and then, on the eve of 

' TALR's scattershot answer mils to portend 1he strongly compelling showing required 
by Absolute Potential and lmJltl% to avoid revocation. TALR cites everything ftom 1he 
Constitution to the preposterous notion that its delinquencies were "isolated and not recurrent." 
Answer at S. As to the latter point, as shown herein, TALR failed to make at least eighteen 
required Commission filinp over a period approaching five years: eight periodic reports, five 
Forms 121>-25, and at least five proxy and/or information statements. Asto die former, an 
apparent reference to last year's Supreme Comt decision invalidating the prior means of 
appointing Administrative Law Judges to pre.me over Commission administrative proceedings, 
the Commission assigned the resolution of this matter to itselt which the Court explicitly held 
was proper. Luclav. SEC, 138 S. Ct. 2044, 2049 (2018). IfTALR has some other 
Constitutional argument, it failed to enlighten us in its answer. The Commission will have to see 
T ALRs subsequent pleadings to make a final determination on the merits of its case but the early 
signs are, to put it mildly, not promising. 
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hearings before the Jaw judge or, in this � oral argument on appeal, make last
minute filings in an effort to bring themselves current with their reporting 
obligations, while prolonging indefinitely the period during which public 
investors would be without accurate, complete, and timely reports (that comply 
with the requirements of the Exchange Act and its rules and reguJations) to make 
infmmed investment decisions. 

Nature's St111Shine Products, Inc., Securities Exchange Act of 1934 ReL No. 59268, 2009 SEC 

LEXIS 81, at •34 (January 21, 2009) 

AbsoluJe, supra, underscores how seriously the Commission takes the periodic reporting 

requirements. In Absolute, the issuer made all of its delinquent filings and became current in its 

filings during the pendency of the administrative proceeding. Notwithstanding this :met, the 

Commission revoked its registration because, among other things, its "unpenuasive explanations 

for those delinquencies and the absence of concrete remedw changes to ensure compliance 

demonstrate that [it] is likely to violate the reporting requirements in the future." Absolute, 2014 
. . . 

SBC LEXIS 1193, at •21. ln another rae of an issuer that became current after institution, 

Judge Foelak noted that "dismissal or a lesser sanction [than revocation] would aeward issuers 

who fitll to fde required periodic reports over an extended period and become current only after 

enforcement proceedings are brought against them, essentially providing an automatic lengthy 

postponement of the prescribed filing dates fur such issuers to the detriment of the public interest 

·and investors" Law E,forcementAssoclates Corp., et al. [as to Sonnen Corp.}, Initial Decisiono

Rel. No. 487, 2013 SEC LEXIS 1436, at *12-13 (May 1S, 2013). See also Tamir Biotechnology, 

Inc., Initial Decision Rel. No. 488, 2013 SEC LEXIS 1489, at *3-4 (May22, 2013) (Elliot, AlJ)o

(issuer's registration revoked where it was less than two year's delinquent and brought itselfo

current after institution).o

TAI.R's justifications are even less convincing than the above because it has yet to file 

any of its delinquent reports. As an AU noted in an initial decision "[ w]hile the effort to file all 
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outstanding reports may not be sufficient to avoid revocation, it is surely an 

· .. {· 
. ... 

·, 

3.e

In Gateway, the Commission stated � in determining the appropriate sanction in 

connection with an Exchange Act Section 12(j) proceeding, one of the :factors it will consider is 

c'the degree of cu]pability involved.,, The Commission found 1hat the delinquent issuer in 

Gateway "evidenced a high degree of culpability," because it �ew of its reporting obligations, 

effort that is 

necessary in order to avoid that result'� Advanced Life Sciences Holdings, Inc., Initial Decision 

Rel No. 1065, 2016, 2016 SBC IBXIS 38S2 at •23 n.7 (mtemal citations omitted) (October 12, 

2016) (revocation upheld on appeal, Exchange Act Rel. No. B1253 (July 28, 2017)). 

2.e TALR.'s Violations of Exchange Act Section l3(a)e
have been not just recurrent, but continuouse

T ALR's violations have not been unique and singular, but numerous, continuous, and 

ongoing. Moreover, TALR filed a Fonn 12b-25 seeking an extension of time to file for only one 

of its eight missing reports. Frye Deel. Exs. 4 and 5. See Imestco, Inc., 2003 SBC LEXIS 2792, 

at *6 (delinquent is�uer's actions were found to be egregious and recurrent where there was no 

evidence that any extensions to make the filings were sought). 

TALR's degree of elllpabillty, indades Its failure to me requirede
Forms l2b-2S and proxy and/or information forms under Exchangee
Act Sections 14(a) and/or 14(c) ud rates tbereunder.6 

6 Although the OIP did not allege these matters, the Commission may consider them ine
dete1mining an appropriate sanetion. The Commission has applied the same principle in other 
contexts. Robert Bruce Lohmann, 80 SEC Docket 1790, 2003 SEC LEXIS 1521, at *17 n.20 
Qune 26, 2003) (AIJ may properly consider lies told to staff during investigation in assessing 
sanctions, though they were not charged in the OIP); Stephen Stout, 13 SEC Docket 1441, 2000 
·sEC LEXIS 2119, at •s1 & n.64. (October 4, 2000) (respondent's subsequent conduct ine
creation of arbitration scheme, which was not charged in OIP, found to be relevant ine
determining whether bar was appropriate); Joseph P. Barbato, Securities Exchange Act of 1934e
Rel. No. 41034, 1999 SEC LBXIS 276, at *49-50 (February I 01 1999) (respondent's conduct ine
contacting former customers identified a Division witnesses found to be indicative ofe
respondent's potential for committing future violations). See also S.E.C. v. Falstaff Brewing 
Corp., 629 F .2d 62, 78 (D.C. Cir. 1980).e
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yet failed to file" twent¥ periodic reports �d only filed two Forms 12b-25. Gateway, 2006 SEC 

LEXIS 1288, at •21. Similarly, TALR failed to file Forms 12b-2S seeking extensions of time to 

file its periodic reports and, equally bnportant, mi.led to explain the reasons for those failures for 

five of its eight missing reports. Frye Deel. Exs. 4-5. TALR knew of its reporting obligations 

and nevertheless failed to file timely periodic reports. and also failed to update the Commission 

and investors as to why it was unable to make its filings. Calais Res01ll'CeS, lnc.1 2012 SEC 

LEXIS 2023 at •16-17. · (noting failures to file Fonns 121>:,25 as supporting revocation order.) 

Thus, TALR. has shown more than sufficient culpabilizy to warrant �e Division's requested 

sanction of revocation. 

T ALR's Exchange Act disclosure obligations a1so flow from its annual election of 

directors. Consistent with Utah Jaw, TALR's by-laws require the election of at least one director 

eveiy year. Frye Deel. Ex. 16. Utah Code. Title 16, Chapter 10a, §§805, 806 IfTALR 

solicited proxies from shareholders for any matter, it was required to file a proxy statement with 

the Commission pursuant to Exchange Act Section 14(a) and Rule l 4a-3 thereunder. IfT ALR 

instead obtained the consent of shareholders for .any matter, it was required to file an information 

statement with the Commission pursuant to Exchange Act Section 14(c) and Rule 14c-2 

thereunder. Since current management assumed conttol of the company in 2013, TALR has not 

filed a single proxy or information statement. Frye Deel. Bxs. 4 and S. Thus, it is either in 

violation of Utah law and its by-laws in its election of directors (by not holding such elections) 

or of the Exchange Act (by not tiling required forms relating 1D their election). 

4.e TALR bas made iudequte efforts to remedy its past vlolatiou aade
ensure future eompllancee

Thus far, TALR's "efforts" to remedy its past violations have been sorely lacking. To 

begin with, the company fililed to meet every target datE it set for itself to make its missing 
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filings. As noted, supra, for its first three missed filings it stated, in Forms 12b-25 signed by its 

1 ·,; 

CEO. that it wou1d make its filings within � days (for 1he Form 10-K) or five days (for the 

first two missed Forms 10-Q). Thereafter, on January 22, 2018, the company's CFO committed 

to making all of its missing filings by August 14, 2018. TALR failed to meet any of these 

deadlines. Frye Deel. Exs. 4-8. Not only _did TALR.fiill to make that deadline, it also :fiilled to 

file three periodic reports that came due during the seven months T ALR allowed itself to make 

its missing filings. Id It is clear that T ALR has yet to demonstrate that it is capable of meeting 

its obligations as an Exchange Act Section 12 registrant 

5. TALR'a assunnees against future violations are not credible or are 
too little too late 

TALR's history of delinquencies leads to a reasonable inference that the Court cannot 

rely on any assurances it may offer against future violations. TALR has yet to make any of its 

eight missing filings, thus far offering only promises u a basis for avoiding sanction. T ALR's 

promises are simply not credible. The likelihood of future violations can be inferred from a 

single past violation, including the very violation that led to the enforcement action. See KPMG 

Peat Marwick LLP, Securities Exchange Act of 1934 Rel. No. 44050, 2001 SEC LEXIS 422, at 

*21--22 (March 8, 2001) (some risk of future violation "need not be very great to warrant issuinge

a ceast>aDd-desist order and [] in the ordinary case and absent evidence to the contrary, a 

finding of past violation raises a sufficient risk of future violation. j. 

In TAI.R's case, the company bas now failed to file not one,· but eight consecutive 

periodic reports. TALR cannot even attempt to rely on the oft-heard excuse that incumbent 

management is new on the scene. M.O. Kaminski has been CEO ofTALR ever since it became 

a Commission registrant on June 7, 2013. Frye Deel. Ex. 17. Having signed nmnerou� 

Commission filings for T ALR, including Fonns 12b-25 for three of the delinquent periodic 

13 



reports at issue here, Mr. Kaminski was well aware ofTALR's filing obligations. Frye Deel. 

Exs. 7, 8, and 9. Moreover, TALR's failure to file annual proxy or information statements began 

when cu:nmt management assumed control of the company in 2013. 

As·for the August 16, 2018 email from counsel advising of their retention along wi1h a 

new auditor, Frye Deel. Ex. 15, it is notable 1hat this email is dated two days after T ALR 's fourth 

self-defined deadline for making some or all of its missing filings. Frye Deel. Ex. 14. Now, six 

months after counsel's email, TALR has� another periodic filing, and failed to make any 

of the seven periodic filings missing at the outset of this proceeding. 7 Ultimately, it is 

undisputed that TALR is a repeated violator of the filing requirements of the Commission. The 

excuses it now offers are unconvincing and without merit. 

1 T ALR 's answer alludes to the conduct of unnamed "prior bad actors,'' suggesting that 
they were somehow responsible for TALR's failures to file. The Commission has repeatedly 
rejected similar arguments. Eagletech Communications, Inc., Exchange Act Rel. No. 54095, 
2006 SEC LEXIS 1534 at llr6 (July S, 2006) (third party cnminal activity); Advanced Life 
Sciences Holdings, Inc. Admin. Proc. File No. 3-17293, Exchange Act Rel. No. 81253, 2017 
SEC LEXIS 22'¥1 at *12 (July 28, 2017) (difficulties in retaining staff and finding part-time legal 
and accounting professionals to help with filings no excuse for �g to file periodic reports). 
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IS 

m Cooclqsion 

Dated: 

.,.. ., . 
... 

For the reasons set forth above, the Division respectfully requests that the Commission 

grant the Division 7S Motion for Summary Dispositioo and revoke the registrations of each class 

ofTALR's Exchange Act Section 12 registered securities. 

March 1, 2019 Respectfully submitted, 

James A. Carlson (202) SSI-371-1 
David S. Frye (202) SSI-4728 
Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549-7S53 

COUNSELFOR 
DMSION OF ENFORCEMENT 
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CERTIFICATE OF SERVICE 

I hereby certify that I caused true copies of the Division ofEnforoement's Motion for 
Summary Disposition as to Talon Rea

f 

Estate Holding, Inc., Brief in Support, Declaration of 
David S. Frye in Support thereof, and accompanying Exhibits, to be served on the following on 
this 1st day ofMarch 2019, in the manner indicated below: 

By Ovemignt Courier and Email: 

Joshua D. Drinen, Esq. 
333 Hambley Boulevard, Suite 2 
Pikeville, KY 41501 
ibrinen@brineolaw.com 

Attomey for Talon Resources Holding, Inc. 

David S. Frye 
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UNITED STATES OF AMERICA 
Beforethe 

SECURITIES AND EXCHANGE COMMISSION 

ADMINISTRATIVE PROCEEDING 
File No. 3-18811 

In the Matter of 

Ceelox, Inc., et aL 

Respondents. 

DECLARATION OF DAVIDS. PRYE IN SUPPORT OF 
DMSION OF ENl'ORCEl!IENT'S MOTION JOR 

SUMMARY DISPOSfflON AS TO TALON HAL ESTATE HOLDING.INC. 

DAVID S. FRYE, pursuant to 28 U.S.C. § 1746, declares: 

1.e I am a Senior Counsel with the Division of Enforcement ("Division; ofe

the Securities and Exchange Commission ("Commissioti"), and co-counsel for the 

Division in the above--captioned administrative proceeding. I submit this Declaration in 

support of the Division's Motion for Summmy Disposition ("Motion") as to Talon Real 

Estate Holding, Inc. ("TALR"). 

2.e Attached heteto as Division Exhtlrit 1 is a true copy of the cover pagee

ftom a Fom1 10-120 for TALR.''s predecessor registrant, Guide Holdings, Inc. filed with 

the Commission on March 26, 2010.1e

3.e Attached hereto as Division Exhibit 2 is a true copy of a printout from thee

Utah Department of Commerce's website showing TALR coiporate status and history 

1 In order to reduce the volume of paper submitted with these pleadings, the Division has provided 
excapts ofcertainofSLTA'sEDGAR.fiHngs. The:fidl versionohacb ofthesedocumems maybe 
downloaded without dmrg-= from the Commission's public EDGAR web5ite at 
httpiifwww.sec.gov{edgar/searchcdpr/companysearch.html. The Division will provide full copies or any 
of these filings to the Court or Che respondent on request. 



with the Utah Secretary of State as of february 12, 2019. Division Exhibit 2 also 

oonfirms that T ALR,s former business name is Guide �ldings
., 
Inc. 

4.o Attached hereto as Division Exhibit 3 is a true copy of a printout .fromo

www.otcdealer.com showing the identity of the market makers for TALR's common 

stock as of September 14, 2018. The lack of a ''u'' by a market maker's ID ("MMID") 

(e.g. the first MMID is shown as ''cWDCO" rather than "cWDCOu'') indicates that the 

bid and asked prices published by that � maker are solicited, which the market 

maker can only do if the security is eligible for the "piggyback" exception of Exchange 

Act Rule 1Sc2-ll(f)(3). 

S.o Attached hereto as Division Exhibit 4 is a true copy of a list of all filingso

. made byTALR (CIK No. 1018336) in the Commission's EDGAR database through 

August 9, 2016. The Jist has been reformatted for ease of reference. Periodic filings are 

in bold italics for easy identificalion. Fonns 13D end amendments have been removed 

because they are not filed by the issuer. The list is in reverse chronological order by 

filing date. The first column indicates the fbnn type. The second column indicates the 

Commission file number. The third colmnn indicates the filing date. The fourth column 

indicates the period end to which the tiling relates (if any). The fifth column provides the 

unique document control number for the filing. 

6.o Attached hereto as Division Exhibit S is a table prepared by the Divisiono

of Enforcement setting forth certain information concerning the missing periodic reports. 

The filings appear in reverse chronological order. The first column shows the type of 

periodic report in question. The second colwnn gives the period end to which the report 

relates. The third column gives the due date of the report. The fourth column gives the 

2 

www.otcdealer.com


actual filing date of the report or indicates it was not filed. 

. �-

The fifth column shows the 

number of months by which the periodic filing is delinquent The sixth column states 

whether or not a Form 12b-2S was filed for the report in question and, if so, the date on 

which it was filed. 

7.o Attached hereto as Division Exhibit 6 is a true copy of a Notification ofo

Late Filing on Fonn 12b-2S for TALR's �ge A9t Form 10-K _for the period ended 

December 31, 2016, filed with the Commission on March 31, 2017. 

8.o Attached hereto as Division Exh.a"bit 7 is a true copy of a Notification ofo

Late Filing on Form 12b-25 for TALR's Exchange Act Form 10-Q for the period ended 

March 31, 2017, filed with the Commission on May 16, 2017. 

9.o Attached hereto as Division Exhibit 8 is a true copy of TALRso

Notification of Late riling on Form 12b-25 for TALR's Exchange Act Form 10-Q for the 

period ended June 30t 2017, tiled with the Commission on August 14, 2017. 

10.o Attached hereto as Division Exhibit 9 is a true oopy ofTALRs Fonn 8-.K,o

and the exhibit thereto, filed with the Commission on November 28, 2017. 

11.o Attached hereto as Division Exhibit 10 is a true copy of excerpts fiomo

TALRs Fonn 8-K, filed with the Commission on June 7, 2013. 

12.o Attached hereto as Division Exlu1>it 11 is a true copy of a delinquencyo

letter sent to TALR by the Division of Corporation Finance ("CoipOration Finance") on 

November 30, 2017. 

13.o Attached hereto as Division Exhibit 12 is a true copy of the signed returno

receipt card for Exhibit 11. 
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14.o Attached hereto as Division Exlubit 13 is a true copy of an email sent too

Corporation Finance by Keith Gruebele on December 21, 2017. 

IS. Attached hereto as Division Exhibit 14 is a true copy ofan email sent to 

Corporation Finance by Keith Gruebele on January 22, 2018. 

16.o Attached hereto as Division Exlu"bit 15 is a true copy of an email sent too

Corporation Finance by TALRs counsel, da100 August 16, 2018. 

17.o Attached hereto as Division Exhibit 16 is a true copy ofTALR'so

Amended By-Laws, which were attached as Exhibit 3.2 by TALR's predecessor 

registrant, Guide Holdings, Inc., to its_Fonn IO-K for the period ended December 31, 

2010, and filed with the Commission on �h 11, 2011. 

18.o Attached hereto as Division Exhibit 17 are true copies of excerpts fromo

TALR's Form 10-K for the period ended December 31, 2015, filed with the Commission 

on March 11, 2016. 

I declare under penalty of perjury that the foregoing is tme and correct. 

Executed: March I, 2019. 

David S. Frye 
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U.S. SECURITIES AND EXCHANGE COlWMISSION 
Washington, D.C. 20549 

llORMIO 

GBNDAL ll'QBMJOR RBGISlllATION Oi' SBCURlTIBS 

PmmadScdlm J2(b) Ir (ll)ol'Gze8aulllt9 Bm:aap.Adefffl4 

tp.xmNlmDcf�111spcc:i8al rans� 
GUIDE HOLDINGS, INC. 

26-1111717 
(l.R.S. EmpJayt.rll>. No.) 

2?800-pod.Drig 
BOllllliilJI, UT 84010 (Addlas of'l'rfmipGJ l!m:u!heOflice) 

Roafmaln'S Tlllqlllaao Nam!lc;, tndm!iaa Ala Code: (800) 578-1500 

Sacudtksng[stm:dpanaaltoScafm 12(1>)af'dz&:t Hmo 

Sa:udlios to llo regiltmedpmamd ID Sccrlau 12(&) af'dlc As:::. 

TidccfClm 
9>.001 ga-ftfull Cammm Slmk 

Jadicatc bf dlcl:taikwfsck dicRogistrmtis. lllp acaclcrD:l fibr,muccdmtzld mer. IUllllHIZlllmlcd CUa. ar• smhrmpardllgc:ampuy. Sm the 
ddinfdanlat"mplCIZlmtallllct,"�filrt'ad"lmallcrn,posdusCllllllUY°"laRDlc 1lb-2afthoeaiup.Ad. (Oicck11111) 

https://www.edgar.sec.gov/J\R/DisplayDocument.do?step=docOnly&acccssionNmnber=O... 2/22/2019 
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A4- &l!OOWAVZATABLVO STE 1<m1M1NNEAl'OUS. MN 66416 
6-ofOrlaln: 
�.Agont: CT CORPOAA110N SYSTEM 
�Agont-: 
1108ESOUTHUNZONA'VE. '"" .. ....,..,,..T-1 
NldYalo, UT 84047 

Sta1Us: Oollnquern ,;I .. ot12t1J12D18 
-Dacrtptloe: Fmu to Fil, Re,_ 
!mplo� Vorilfcallon: .Hlll �,.....,..,.111 Vtdr l/lall 

HsbJCy ... ·• ···-·-····-- ········-·· --···-·····--· ......... _ .....•... 1���� 
R<j1'-11on D1112: 11/01/2007 
Lui - 01/!XY2D18 

.-.-ooat Womlallon 

TALON REAL ESTATE HOLDING CORP. 
• .... _ •• ...  ...... - .... •R ._ ......  . •• ..... -

Enl!ly ltullll>or. EIIIXl,47a4142 

euaness teme: 

https-J/sccure.utah.gov/bcs/detnib.html?cntity---08024 76-0142 2/12/2019 
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n " - -· .. ,. ., .. · ... ,,., ., .. 
""" -'iU'i!'•.· sS ·!,\';Cl! 

Registered Principals 

i��fi�ll-�--�� 
,RoglattAldA11"f1'; :CTCORPORATlON 1106ESO\mi LIMON 0MldvoiolfTIM047 

·SY5TE"1 'AVE 

·ondDr NO OIREC'TOR PER 
STATUTE UCASECTtf>-

•la,,.732 -------., 
. ona, ;� GRUEIIEl.E '1n49UBERTV , l.AJ(£VI L LE MN 

. llEACll COURT � 
'.OO!aor ,MATTHEWKMUNSKJ :PO SOXZU :WA'fZATAMN 

0 

553111 ,. -·· .. ---------·-···--·-············- ··------..- ----

· tf �u beriew !hara "'9)' be men �ndJ)•lt. did! he,,- lo Vie.- Red Doctnent:1 
. .. ---- ---·-...•... ------·------ ·- --- ...... ---·--·· ·-·· ... -- --

https://secure.utah.guv/bc:v'principallnfo,html 2/13/2019 
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Security Search 
I Issue �symbol • a 
advanced search» 

•0Today's Notices0
•0Pending Coroornte Actions0
•0MMID Directory0
•0Quote History0
•0Quote & Jnsjde History0
•0Market Maker Security List0
•0Market Maker Security Activity0
•0Trader Open/Close Hjstozy0
•0OTC Link/BB Quote Divergence0
• Trade History 
•0OTC Link History0
•0Security Information0
• Security Changes 
•0Securiry Search0

OTC Markets Group Inc.® Quote & Inside History 

Security Quote History from 09/14/2018 to 09/14/2018 
Export to excel Back to search page 

TALR - Talon Real Estate Holding Corp. 

CUSIP: 87484Ll05 arc ID:131653 SecurityType:CS 
Exclude: Updates Inserts Deletes 

Action Last Updated Update: Update: Reason for 
Action Price 

Date Date MMID User Inside 

09n4/2018 TALR 

08/07/20180 0.03000 I 0.15000 09/14/2018 Start cWDCO 10:36:27.830 (10000 X 5000) 

09/14/2018 09/13/2018_0
Start U /U(0xO) cETRF 16:00:05.323 

°9113120180 0.00100 / 200.00000 09/14/2018 Start cMAXM 07:35:02.992 (10000 X 1) 

https://histotcquote.com/newhistoryserver/portal?nowa.it=true&startdate=09/l4/2018&sub... 2/12/2019 
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09/1412018 09/13/2018 Start 0.04000 I 0.41770 cCSTI 
16:30:02.276 (10000 X 2500) 
09/12/l018 0.04110 / 0.09500 Start cNITE 0911412018 10:31:10.1140 ( 10000 X 10000) 
09/13/2018 0.03000 I 0.16770 09114120180 Start cCANT 

_ 08:30:26.966 (10000 X 5000) 

09/14/2018 o9tlJ/20lS0
Start U /U(0 x 0) cCDEL 16:00:03.409 

No oCRecords: 7 

For Security Quote History, please enter a symbol, Security ID or CUSIP. You may filter quote 
infonnation by date range or quote type. 

Security: 

!1316530

Date:(mm/dd/yyyy) 

@From 
@9114/2018 

To jo9/14/2018 

quote: 

inside 

@ • 
0 Start of day 0 First Day of Activity 
li2l Updates 0 Last Day of Activity 

@ Inserts 
@ Deletes 

• D618 for quote adlvfty Is provtded O<-Jylrom slart of e/edronlco OTC Unl< &41rvlc:o 151h Sept 19990

Copyright 2015 OTC Markets Group Inc. 

Disclaimer I Privacy Statement I Contacting OTC Markets Group Inc. 

https://hist.otcquote.com/newhistoryscrver/portal?oowait=trne&startdate=09/14/20 J 8&sub... 2112/2019 
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Talon ReaJ Estate HoldJng, Inc. Through Noon. EST, on 3/1/2019 
CH< No. 1428011 
EDGAR Filings 

Pfliod end or 
Form Type FUeNo. Filfugdate DCN 

eventdate 

s.K 0-53917 9/12/2018 8/31/2018 181065683 

8-K 0-53917 7/2/1Jn8 6/'J:1/2O18 18932468 

8-K 0-53917 11/28/2017 11/21/2017 171226198 
NTlO-O 0-53917 8114/2017 <rl30/2017 171031179 

8-K 0-53917 <J30/J017 6J21/2017 17943135 
NT 10-0 0-53917 5/1612017 3/31/2017 17846342 
NT 10-K 0-53917 3/31/2017 12/31fl016 17731544 

8-K 0-53917 2/6fl0l7 1/27/2017 17575891 

10-0 0-53911 IJJ22/JIJ16 9/31J/21Jl6 162012191 

NTIO-O 0-53917 ll/14/l016 9/30/2016 16199,697 

8-K 0-53917 IU4/1Dt6 11/1/2016· 161975497 
8-IC 0-53917 9/22/2016 9/16/2016 161897733 
8-K O-S3917 9/13/2016 9nl20l6 161883448 
8-K9 0-53917 8/19/2016 8/1&12016 161843696 

lfl-0 0-59911 8115/2016 · 6/J(J/2016 161131591 

19-Q IJ-SJ911 5/lmfJ16 3/31/JIJ16 161648968 

10-K (J.$3911 Vl/1016 12/Jll:JOlS 16ISSUS1 

NF 10-K 0-53917 3/31/2016 1213ll'Z0159 161S41312 
8-8 33-209381 2/4/2016 NIA 161387327 
8-K 0-53917 2/1/2016 1/28/l016 161374653 

8-K 0-53917 1/15/2016 1/11/2016 161346265 
l(J.(J fJ-S3911 llll3/l015 91$111:JOlS JS122B93(J 

8-K 0-53917 11/lOllOlS 11/5/2015 1S1217842 
8-K 0-53917 8/JH1.01S 8fl4/20JS IS107507l 

10.0 0-53911 8/UaOJS ti/30/Z01S 1519JSJ6D 

8-K 0-S3917 S/]9/lOI5 S/1812015 15876917 
10-0 0-5J911 Sll5a015 3131/lOlS l586195S 

8-K 0-53917 4/1712015 419/2015 15777759 
8-8 333-203301 41912015 NIA 15760431 

10-K 0-53911 Y3UJIJ1S l2S1/10U IJ140fU6 

D 21-234266 2/18120IS NIA t562m7 

8-K 0-53917 2/13/2015 2/10/2015 15611331 

8-K9 0-53917 1129/2015 1/23/2015 1SSS?191 

lHl 0-53911 11/lv.JOY 9/J(}Q()U 141.2BJ03 

8-K 0-539179 IM/2014 9/30/2014 1411340Sl 
8-K/A 0-539179 9117/2014 7/211lJ14 141107929 
8-K/A 0-539179 9/16/2014 7"12014 141104395 
8-K/A 0-539179 8114fl014 S/29/2014 141044414 
JI).()_ 0-53911 8/IIDfJU 6/3tnOU UlfUJ701 

8-K 0-53917 7/9/2014 7J2f.z014 14966642 
8-K 0-53917 6'3/l014 S/29/2014 14888546 

10-Q 0-53911 5/l3/lfJU 3/3VJOI4 1'838141 

If>.K fJ-53911 J/31/:lfJU 12131/ZOJJ 147:J9131 

8-K O-S3917 l/26/'J014 312512014 14717042 
D 21-2092929 J/6J2014 NIA 14508429 

8-K/A 0-539179 12/30/l013 12/30/2013 131303638 
8-K 0-539179 12/30/2013 12/30fl013 131303056 

1/UJ 0-53911 11/1412013 9/30/ZOlJ 131218111) 

Division Exhibit 4, Page 1 
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Talon Real Estate Haldlng. rnc. Through Noon, EST, on 3/1/2019 
CIK No. 1426011 

� Filings 

Period end or 
J'ormType PUe No. l'flilla date DCN 

event date 

D 21-202?82 Bl!0/2013 NIA 131072951 
8-K. O-S3917 8/J.D/2013 8/20/2013 1310Sll38 

10-0. 0-13911 8/14/1013 6/3fJ/ZOU 1311B411S 

S,,8 33-190618 8/14/'JJ)l3 NIA 131038211 

D 21-198142 6/17lZ013 NIA 13917398 

8-K ()..53917 617/2013 617/2013 13900938 
104 0-53911 IIZ4/2fJlJ 31311:lOlJ l311B8S4 

10-K IJ-S3911 2115/ZOlJ UBJQfJU 13611'/D 

l,"-'. I 0-53911 JJ/l3/1(JJ2 913fJ/ZOl:J Dil9636S 

W4. fJ..53911 8/lfJIZ012 6mll:l012 1'10Z3726 

lfl-4. 0-$3911 5/11/1811 3/3111fJll 1'833533 

10-K 0-53917 3/lS/1fJU 12131/JfJll 13693181 

10-l t 0-53911 JJJ311f)11 9130/2fJ11 111116632 

]IJ-4 I 0-53911 8/5/2011 6/JIJ/2(}11 11101:rn, 

fJ.53917 5113/ZOll 3/3112011 11840964 

llJ-K 0-53911 3/1112011 12/JJ/2910 116811Sl 

8-K 0-53917 '102/1Dll 2/22i2011 11627939 
lfUJ IJ..53911 lfJ/J9/lfJltJ W3DIZ0lfl lfJJ15fl!J9(J 

10-0. O-S3911 IJ/5/'JOIO 6/3fJ/2010 l099311l 

10-120/A 0-53917 6/29/2010 NIA 10921980 
10-120/A 0-53917 S/2412010 NIA 10853801 
10-120 0-53917 JJ26fl010 NIA 10706396 

REODEX 21-114319 2/1/2008 NIA 08024029 

Division Ex11ibit 41 Page 2 



Talon Real Estate Holding, Inc. 

01art of Delfnquent Flffngs 

Fling Period 

Bml 
Due Date Date Filed Months 

late 
12b-25 

Ried? 

Division Exhibit 5 
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1ll'4Jl'BD STA'IBS 
e,SICUlCl-llllffftftJES�ANDKXalANGBa>MMISSION 

�D.C.2159 

FORM llfJ.25 

:NO'lmCA110N OP LA.l'Bm.ING 

lliamatO.K DFom1:m-P DPcnnU� □F-10,Q 
DFOffll.lo-1> DFCffllN-SAR. DFclUIN.csR. 
Far Pmad&kd: DeccllberJt. ZOllS 
□
□

"lmlitiaa&qicltaaFom lo.IC 
'nalltlmBapc&taaPGIIIIZO-E 

- 01tamikimllpmtoal'amll-K 
D'ftlmilfaca lmpaatacaPana 10-0 
□TmailfmR&poctoaFormN-SAB. 
PGrlb'lmli1iml'enodliad:d: ______ _ 

PARTI-RBGDmWffINIOD!A1JON 

T.to.,Rol J!'AltdallDldhs1Qrp. 

https://www.edgar.sec.gov/AR/DiBplayDocument.do?�docOnly&accessionNumbeFOO._ 3/1/2019 
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(NmDq �taSpeci&dfD Clllltcr) 

bu CIIIJSllld lfm.aatlflcmian to bosignad OD fts bell8lfby Iha lllllfmi,sned bcmmfo m!y mtboriml. 

By: 

ATTEN110N 
Jptmtrm.i mlllltatemcpb or amfa:lom of rut mpsCll!n:Peda-s! Olmlml Vlolaffoos(Sca 18 'U,S.C.1001>. 

https://www.edgar.sec.gov/AR/DisplayDocument.do?step=docOnly&accessionNumbeFOO... 3/1/2019 
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DCm.BNUMBER 
001-08589 

lJNl1'ED STATES 
SEC ... IJKI_l_,,IES_,AND EXCHANGE COMMISSION 

Wasfdagtoa, D.C. 20549 

FORM 12b-25· 

NmfflCATION OFLAmFILING 

{ChcdcOnc): □ FC11D l�IC □ Farm20-P D Form 11-K li!I Pann lD-Q □ Fann 10-D □ 
F01111N-SAR 
C Ponn N-csR. 

Fer Period Eoded; Mudl 31. 2011 

a TnmsilioaR.eportcnFami 10-K 
C Tmnsilion Rqx,rt on Fonn 20-F 
□ TmnsitioaReportmaFomi 11-K. 
□ TmnsflionRq,ortonFmm 10-Q 
□ Tnmmiml Rq,ort on Form N-SAR.
ForttmTmmitiaaPcrfodBnmd: __________ _ 

If tho DGtification lda1cs to a pmCicn oftbD filins cbecbd ahowr. idmtity the Itcm(s) to which the :otificatian re!ales: 

PARTI-BEGJSTRANT 'INFORMATION 

Ta!o■ Bal Edm Boldiac Carp. 
Full Namo oflqpstnmt 

Fonm:r Nsm, if Applicable 

5580 WaJmta Boufmml, Salte 1070 
Address af Prilicipal 1iucutm Offico ( Strut and Norur) 

MfaacapDBI. MN 55416 
City. State and Zip Code 

htfps://www.otcmarkets.com/ffllng/html?.id=J20�1SS2&said=Sg5tUHoLbgOtxtb 2/612019 
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PART D-RIJLES llb-2!(11) A.ND (c) 

If tho subject report could not be filed without anrasanablc effi>ff or expense and tbc rqislmlt seeks relfef pumaant 10 
R.ulc 11b-2S(b). the following should be camplded. (Check box ifappn,priatc.) 

(a) Tho J'CIIS0D dcsan"bed In rcasonab!o delaiJ in Part m of this fmm eculd not be e!iminmd wilhout 
ureasan£h1c dl'ort DrapillSD; 

l!!I 

(b) The subjc:ctammaJ report. smni--amwal � transition report an Form 10-lt, POIIIJ 20-F. Pmm ll•K. Fom1 
N-SAR. or Fomi N-CSR. or pardcm thc:rcot; will be filed cm or before the ftBa:nth ca1emfsr day fbltuwing 
Che prcscrihed due dam; or the subject quarterly report er traasitfcll RpCrt OD Pon 10-Q or Slibjcct 
distribulionp:pmtonfcxm 10-D, orpmtitmtbnof. will bofilcd anorbcfcntlmfiffllealemlarday 
following the pnscrlbcd dtll! - and 

(c) lhoaccoumant"sstmmmondicrcxhibitRqa.fred by llaJe llb-1S{o)bm becmaam:hi:d if applicable. 

PART ffl-N.UUtA.TIVE 

Talon Real Bstam Hofdins Carp. (dzc "Ccmpmyj is unable to file its Quamriy -mton Fmm 10.Q for the quar1lcr 
ended Mmcb 31, 2017 (1bD "1teporr) wilhin the prmcribcd time period wfthoat unnmonablc cfmrt IIJld axpODIIC. 

ThD Compsuy coald not fimlim CeJWn msdasmcs ncccamy far1hcc:cmplction of ils finam:ial Slalllmmts and 
managcmcnt"s discussion md analysisafjimmcial c:oadition md n:mlCs ofClpCllldans co be fncluded iD Iha 
&port in time to allow completion oftlJD nipcrtwilhin the pn:scribed time periGd. The C.olIIJ)W1Y CXJJcc:ts to be 
mapositiontofilc1hefonn 10-QwiddnS dayaaftm'Mu.y IS. 2017. 

PART IV-Ol'BERINFORMADON 

(1) Name aad rdepbonc t11m1bm' ofpc:aGD to contact in nisard to this notification 

MGKammaki (612) 
(Nmno) (AJeeCodc) (l"elaptumoNambcr) 

(l) ffaYC all ether paiodjc Jel!Dltl n,quin:d WJder Scctia113 ar IS(d) of tho Sccuritles Excllt:lnFAct of 1934 or 
Scc:ticm 30 of the In.vatmentCcmpmy Aat Gf 1940 during the ,m:cdina 12 ID0n1l1s or for such sbcrlm'period 
that thofllSisbmJtwes n:qu!rcd to file such teport(s) been filed? If tho answer is no. idmtify rcpcm(s). Fon11 
10-.K for Cle year called Deccmha- 317 J91'-

□ Ye:sliil No 

(3) Is it anm:ipatcd 1hBI any aigaificant c:hanp in mutts Gf opemriom 1iom the coaespancfing period for die last 
meal year will ba n:fla:11:d by the cammp statmncmll tD be ioctadc:d hl the subject report er p,rtion 1bcn:af'l 

·· □ Ycsl!!I No 

If so. eaach 11D explanation of tho andcipatc:d c:haasc. both nammveJy and quantitatively, and, if eppn,priam, sbltc the 
n:asims why a rcucnable esrimatooflllo n:swts cannot be made. 

This FOt111 ll/J-25 contaiM 'Y�• � wflhin lhs tManfng of th, Prfw:la S.auitiu LIUpllon Rl!fann 
Act of 199S. by mlllmut that IJ ,rot of ldstarlml fact may k dnmltl "/orwartl../oo!btr•. Wonb SIJCh o:1 •apa:i•, 
"lJcllns•, "],rq/m•. "ep&m.. . "ttndt:ipaw•, "lntlnd", "objt:dlftl", •pl", ""wav", and similar � idortfly 

ji,n,anJ-loaldn .statOllffftL Th&n .rtatolrnll tn based an ma111.1pmmt'.r Clfftllll .tllW6 tmd OSffltllJlfl0111ofjs/Jt,e onnts 
amlji,rDndal p,fontla,a and imalYe o mmrl# qf rl.rb a:nd � man;y aulsldtJ oftJ. �•.r eonlrOI t1cal. 
C<JU1d cmm aclllllJ n.aiJs lo nuwrldly dtjfllr' jioa, -- op,..J or llllplletl. ffre C""fJlllJY ,mrlmaia no obligalion tD 
przliltdy "Pilate ar nnlsa � ,lorwar,J,,loo/dng statenmrl3 t:tmllltMd heraln. Thull .rtatumr" ,v,d a,r/)1 • afrlte dD• 
made. 
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Talo11 Real Estate Holdiufl Corp. 
(Name ofRqislnmt aa Specified in Charter) 

has caused this DOtificatian tD be lfaned cm its bdml:fby dN, Ulldmaigaedhemmto duly IDUhorizm. 

Daia: May 151 2017 By; /Bl MG Kamlnrld 
MG Kammaki, Cbief.Bncutivo Oflic=r 

ATTENTION 
l•mdfanal mlastmmnezm or amissio■s offilct comtiblta Fcda-al Crfmlnal Vlala1loa■ See 18 U.S.C. 1001 • 
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IJNll'ED STATES 
SJ:Cl1Bl'IJBS.AND BltCIIANGE COMMISSION 

W�D.C.2054t 

FORMU.25 

1W1111CA.D<lf OJI' UT& m.JNG 

{Cflcck One): □ Foan 10-K a Fmm 20-F a Fam 11-K ii Fmm 10-Q CJ F'C11111 1c,.» CJ fmm N-sAR 
□ FcmaN-c'SR 

FarPmblP.dcd:Juaa.11,201'7 

C 'l'rm1fllm1 Rapcxt Clh Pama 10-lt 
□ TrmsieiDDRcpartcm.l"mm20-E 
CJ TamitlciaRapcrtmfamlJ-K 
D Tamfm:mRq,mtaaFmmlo-Q 
D 'lilmitlcmKepmtmFama N-SAR 
llart1to1'rll::aiaPafodl!mlal: _________ _ 

Addml cf Plulmpdl:amliw Ofllcc ( Sired llffll Mst,buJ 

Mimlaplll.MNSSCl6 
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PART D-RIJLPS �J!(b) AND (c) 

rftlc mbjectnpart ocmldll:Ot bofilm wilhmtt aanmcmablo cain orapcmai,mdlho lqiscmt seebre!Wpunmnt IO RnlD ll�.25(b). tfm 
f'allawiq modi &o camp1cCDd. (C=kboa if' apprupmcJ 

<•> 1liotc1SC1D daaibcdiD mamblo dcllil iaPaim Gi'dufcmD C0llld cot be cimiam:d withm 1IIU'GIISCDlhlo 
eft'mt Ill' axpalll!'i 

II 

(b) lb mbjaccmmiml JqXllf. sa11H1Z1111W nipxt. tnmsfliaa rapmllll Fama 10-IC. Fmm».F, NOD 11-IC, Pena 
N-SAR.ar Fam N-CSR.crpmtim llacot; wil bolilcd oa arbcfmolhc fielatha!aidircfay follCl'Mllltbc 
psc:ribod due dllfll; m'dlll sulia qimtmly n:pxrt at lnmSllion rcpCllt aa Fem 10-Q ormbjocr clulributiaanpmt 
ca Form JO-D, crp(D1ioaiwcot Yffll bofilcd mi or babe thotiitb ca!cma day follow:ina lb� dmt 
data;aml 

(c) 'Dloa::coamat'allbdcmcltarothercmilmnqulmt t,:, Ruta Ub-25(G)abeca attm:balif iwlfcab!t.. 

PARTm-NARBA11\1E 

Tum RcalP.slamHa!clqCmp. (tha "'Campm:ir, isumbla to file bsQum:rlyRaparl anFmm l�fartba qumcrcadtd.JmieJ0,2017 (me 
� wiihiA the pn:sczibacl limcpcriad wi'lflaut tllll'IIISOUblo df'on ad cspame, 

'lhoCampmy maid 'lllllfmlimccctam disaloimesnei:aacy tor rbe com_placicn of a fiDaDcial &tmmalll mdi:mwpm"1 discmsioD 
ml mllymaffimmcml ccmdilionllldnmhs ol� ta boim:bfcd ill thcllqlan ill lizu to allow ccimplc1fmcflbcrapart wilhfn 
tboptCSd,cd timopedod. 'DDCmlpmJexpcdsto baiu apositimtD tilcdmFaaa 10,Q�5 daysafblr Allgmt 14,2017. 

PARTJV-O'J'lllmfMORMAnON 

(l) Mamo ml� aurnllcrcf JJCl'SOG toeon1"t mRPJd tvtbisnarilicaliDQ 

CJ Yesl8 No 

(3) Isitulic:ipalicdehlt my ligmticaa! dmgaia results of opmlicmfnm die ccmcq,andfng pcliod far lb lmttiscalyarwill bo rdlcctcdby 
lfloammpatatcmmtatobc maladadm !he luJuoutrlpCStarpartiCDlhamtl 

CJ Ycsl!II No 

1!10, lltaldaua c:zpllaalian aflhc mmciplcdchmp. bads� mcl qu&mtitativcly,and. if appraprialll, mtctborascna wby a �c 
cstimia mb RISlllfaoamat llomadc. 

27dr FfRfR lll>-2J mrlallu �- mmzmru wlJltln th� •aamng Qf t/14 Prtmr SasmdG LilJgrllJon R,:fonn Act ti/ /99'. Any 
staletttlrt tlull b nat rf ldstarlmlf«t mllJ' 1w tJ.tncd "farward-loollngR . Wonlr 111d, as "(bapm� "bdia,c", "proja:,-, -,.,, ... •�". 
"ittta,d"', 11objd111J-, •tpa1•, "vi:w � and 1/mJla, azpnmitJm la1rlf1 � sta:trmoa. 27lcsir .lllltall6nlS tlll! /mt:d a, lllanapnml� 
Ollffllt Y/on and amtlllpliJlnl of fallsn � -jinandal paftmttf/RCII 1111d lmolw a mtmbn- of rim and� .may Oll#ldl of th. 
Cmpmy'.r tJtJlfttol dlat muld '111mt aa.al nsrllu to lflatzriDlly differf,om llll= upnmad or bnplltrtl. De CtmpZll!J'muiamm no a/Jllgalkm lo 
prsblldy11pa111, r ,mu an,j,rwtrrdkJoklnf !llmaJeta t:anltllnctl hadn. Dus 11111oa1s lpekmlJ, mqftha "'11e ma 
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{ltlmo atHqisZnmt 81 SpcamcdiD Q:arfar) 

hu csaed(hfsllGdficldm tu bo aped aa its bcbllfly 11m �cdbm:mlto duly l1llllmiml. 

Data: Aq\llt 14,2017 By: /JI MGKmiriNl:l 
MG K.mmisli:f. Cllc:rEu:atmt Of6cr.r 

A'l'TENI'lON 
Inladlaal mustaiemeldl oramiaintaftiul mmtllml:l'rdenlCltmmal Vlalldlnis(Sm 18 U.S.C. loon. 
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UNITBD SfATP.S 
� AND EXafANOliCOMMISSION 

W�DC.10549 

FORMB-IC 

CURRENT RBFORT 

hlsDmltoSau11113 Oll1'[-0ora.s-ilim&anpilid. atl934 

Dmaf'Rqigrt(Ddeal'mlicstm:zstnpadal): R!Mllllllll'Jl,ZOl7 

TALON REAL ESTA"FB BOLDING CORP. 
(Blzd-oftwfJ!1IIIIIIIC11q,,,,:Jlmllr"""'-J 

==�• bclowillhaPoanlt-l:fll!IIIJismadld to dimllmcoullJ 111hlj l!ia&linaablipian oftluirqillmi mmrmy al'dla 

D Wrilbft��ioltaJo425 ucdlrlltoScmritiuAm (J'I CPl.2SDAZS) 

I] Sulic:idua maaiolplllSIIDl!llD Rule 14a-12 mm111o�Al:I (17 CFa:MG.l4a-J2) 

Cl fro. L .:G11111111aicadam psnrmt co a.lo 1'6-:Z(b) Ulldcrdllll Bdanp Act(l7 CEl240.l4d-2{b)) 

C Pio L�pnirmtta.Rialcllo-4(c)lllldrrtliDl!ldiMpAd(l7CB.7AO.l:Jc-4(o}) 

https://www.cdgar.sec.gov/AR/DisplayDocumentdo?stqFdooOnly&accessionNumbeFO-. 2/12/2019 

Division Exhibit 9, Page 1 

https://www.cdgar.sec.gov/AR/DisplayDocumentdo?stqFdooy&accessionNumbeFO


.. 

\ 

Page2of2 

Iclm UL Qaplr. BqlstnDt's C'otll)laJ AccolatanL 

On Ncnam:r21.2011, TllanJlllllE.-H,tdins0lcpml:lim(llio"C.clmpany"},rllllm:llaliochmBlml'iQr Vi,clowlrmzm. I.LP 
tBT")dicymlgadaem�••bfaimdallqlitardpubiioaDIICIIIIIUlllmc&aiwNormbl:rJD,2017. 

BrsllCl:llllmD• 111p11t11m'1u,-amdDl=mbcr:n,21:11s ad 2G14did 1111tccminaadvaaopiamw�afapiniDa. 
�,tlaw,qDll-lllaii&datalZWISIIUll,ylbQatlflo�••�taCICll'llilll1au■�eclllCCIIL 

Dllriaa!'l'Qlmtlr Zl>J7 ch �.11:;m • FQGCU ta sdai:ta _, indeptndmlpgbtmdpub!Io scoumisw fiml ulllo Compmy'• 
� 1:11alian11!bimwam&dflvlblBacdat'Dflcmn. 

l:bi'91lc&cal�mdmna.mbcr:J1,20ISa:llOl4imclmblopamtimerimp.ioda--.Maa31.2016,Zaa30.2DIC5ud 
Sqitmdir.rJ0.20lCS�Drtasplli�6--=n:11D�willlBTm1mtfllll1ll:rofmmmriziapriacqmcrpiaatia::l,llnadid 
--.adi--,arlllllf&v-..•pracalllcs. BT-.11111 .... rar llldi:IIDlmul pabfaarpidbmlldq--...r:Jlinlaisaor 
lllmmlps:rilllfladc, 4aar&ayp:riouUlllqlml&taScprmha-3D.2016. 

PliDctodiobaf'lllisfllmg BT adwsadlllmlplllallllldrrwmbcmclllclUdit-ltrMai1hCcmpaayflama:ml_._fntlio 
eac.-,'I menial CICIIIWI CM:irf!zmdal rqlOdiq rllad ta tr.a Caaipmy•, abilit,r lo GCCrMO■tlmc!y mil m:urata dase afu 2016 ftnamlal 
ll&!QnQltlmdammis.l �nu:aflD Iba Ccm;IID:IJ .. Blifunl ID-tc!a,,policmad pnadmgrclalcd CDdllldJ� amnitorina 
cmd� al'mmial CIDllllacllllld� In� CIIIIIIIUCDlaD&ad�m:I iumdpsty immsloulrtimalr 
onfaldmlDlldllcfoainlha�imm::ill--.-

Dm:IDlhlllllllaillwai-■npaitalrdl:malDlfm2016� "---�p.raanaladi&imllial)mllllll 
pn,auaa taamRflltlhoQ:impq'sCIIIGsol!dadfinm:ill ll'lmmclltam:lldialufu 11111 willloilldwlcd ia20JC5A&IKJl!Jhport
?l:SIIIDlfiiiltt incian!bnm:, vrillli,maally mzpbd ■cmmsingpiaciplallld &ir4'pam 111.n nllClrial iapec1stte0impmlJ's:ftnlmid 
pmitimi. RSll!tl al .,.iom lllllf cmh ftlwl fb,d!a psriod,pramita!. 

.. Mt. Bddbb. 

(d)l!ml,ii:a 

Jil lcb:ftvmMTrliDtY'l"!reimz Yr 

SXGNAT1JBES 

PIIIIUll:ldtoebcrcqcirlnlilocllb,Soi:udla Bxdi111pA1:tof Jffl, 11:■tqil!nctmdidy camall.bisRpadta beligwlmitlbdmlf'bJile 
1111dcaipcdJiciamlDm!y� 

By: hi Kdlll <irN6sll' 
KellhJ. Oambdl\ CltimFmmdal OBim 
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.. BAKER. TILLY Mr.Mac .. 
Aull�Qiatperm, 

Mr,MA ICmlllllllll 
Clllll'l!!i:ac::lllw 01br 

900 a.u.u.d.lUl107D 
�M"15:M1G 
l'llaa=&lll!ll�Cmp. 

D.-Ma&ll-l,(lllllldKln\W,t 

Mzl:�anidadan;-IIIWdldl:1a1C..,_IIIIIIIO&mllfattlXdhllla,aurf� 
f'ICl(iitnl'a:millllln18:'lliialllnmlllaall��-Z017. 

1n--..111111�8-K221UOt.•cmlmllhollblta;: 

• w. .. �.,.,.� pcllraamilmtllgflml. 
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FORM8-K 

antBBNrBBPOU 
PuluazdlltScad111:1 IS CII' l!(d)af'lb� �.&tafl9.M 

•• ,.nu 

TALON BEALESI'ATE BOLDING CORP. 

5SIIOW-,ulll Bdcald Sulte10. 
Trrm&M!rm'r 

(Bqpmm'aTclcpbgmrNmallu, lndalizraAnaCada) 

CaldDBddlap,1111:. 
29110.lkwollllDma 
Q•P!!fl'd, m ICOJD 

(FIIIIQl!l'N&IIWCll'l'ClfflUl'Ad!lan.ifC-,edSi111111Lllltlqmr.) 

CJN:d:lbo lpJIS'IIPUl&bls'-wiflflc Fana 11-lCfiliaaisimmlaltD � mm; daafifinadlliplimoflhorqimmt l:lldcrq oltho 
iblaqpnrnli:cm(mo Oaiml�A2): 

DW.i:ilm c':::,clor11pcmw1tolrllDG5mdartmSa:milie:tAd(l7Qlll23Q.42S) 

a Salidlias INUrial ps111111ttolllto 1�12 urmt1cEla:f:mao.Act (17 CPR.240.1�12) 

CPm,cm • ..mimbtlmisplllSlllllltD Raia t4dol{!,)-=arlb'Eaf1ql Act(l7 CFB.2CO.l,ti.2{bl) 

C�CDmllll1icsioap1m1111ioR11?0136-4(��1holkdiqeAct(JJCl'll240.Uo-C(e)) 

.bttps://www.cdgar.sec.gov/AR/DisplayDocumc:ntdo?step-docOnJy&accessiooNumber=-O- 2/14/2019 
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TD tba� 
Slll>laatdd!llnd,,U.C 
Ma;IDl'fam.Mmasora 

Wo lmwuu!ilal Ibo� bsllai;a ,-is al'SDO !mll.1Cltll S1rm,, U.C aafl>axmbu Jl, 2012 and 2011.1111.d tu rdcmd BmlOIDIIIIQ af apmmcma 
and,ttmibm/ iltra:it,llldcuh �f'ordDJQ119aGntlldcd. Tbaofinmldal IID!lmll-tlmmpamlbillty flflflDAmpq's.ll.1llllaplUIL Our 
�is1o�-apimoa cm!Mmftnaaial aanat1tmcdaa ;urlllfi11. 

WD IIGIIUb:adaarauda ic &r.llORfmlOI WftlflllleGINllrdaoflbl'llbtiaQzmllSIJ Alic:olllliaa 0nrsighl Bcid (.llniledSlalu). 'JhasD.stmludsmqsirotkll 
wnp!ancmdpmbmal!llllldismafazl�-lbDut�lbfi-i.111111c1na1111ahtafmmid� lbCIDlpll'G' illlGl 
n:qaimlCDfmw.mrwmwacnpsal ID�mmdiiofltsiDllem&lomad oqrfinuclllapmiiaa, Ozitlllllllamdlldcdconsidanlicmatitainhmal 
ccin=IOftl'mllllClillrrpmriq•• builllrdasiplllcaditptocafamdmt.-o� mlflll� lllllncifbtllmpllrpllRafcapsinla 
cipiiiica1111tbDdbtlwamolillD��acmtro1CMrfizmmlropcscilla. �.w:imipmmmcfiopfaiocl. Allmtiamm 
acanimll8,1111atmlmia, awida:1DDqpanilallma101111111lllllllill:mim:sladmllllmci.d llmmlll. Aa dtabo ladudcsamaiqdlc� 
prm:zpsalala:ut �acillllltmadabJazllllFl!altmwdl anaiaazqdiltfflDII limcml lblrmml psaaman. We halflOdiltocr lllCils 
pnmaaaam&la���qiilzm 

lnlXll'�llm&aill lrlllmlllllmma1Coall11¥9�ikirly,izullmlflrialrapcm. 6dilla11:ial pmidoaof'.SDOin:fmrmJSna,.U.Cacf 
Daailla'J1,.21JJ2ad2011 mddarallbdioaplAlzsllllmlc:qlilJDafill'atrmsllllll�ia�'llidlU.S.pcnllym:q,IIIII� 
priadptcs. 

/a/&ilca-1illy Y-ll'QOWlCniiaW 

MimmpD!ia,lm!ma 
Nq�,20JJ 
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UNITED STATES 
SECURIDES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

DIWCONOF 

CORPOllATION FINANCE 

November _30, 2017 

CERTIFIED MAIL 
TRACKING# 7015 3430 0000 9275 1582 
RETURN RECEIPT REQUESTED 

Kei1h J. Gruebel� CFO 
Talon Real Estate Holding Corp. 
5500 Wayz.ata Boulevard Suite 1070 
Minneapolis, ?vlN 55416 

Re: Talon Real Estate Holding Corp. 
FUe No. 0-53917 

Dear Mr. Gmebele: 

We are writing to � the reporting responsibilities under the Securities Exchange 
Act ofl934 of the referenced company. For ease of discu�on in this .lettEr, we will refer to the 
rerercnced company as the !-'Registrant." 

It appears that the Registrant is not in compliance with its reporting requirements under 
Section 13(a) of the Securities Exchange Act of 1934. If the Registrant is in compliance with its 
reporting requirements, please contact us (through the contact person specified below) within 
fifteen days from the date of this letter so we can discuss the reasons why our records do not 
indicate that compliance. If the Registrant is not in compliance with its reporting requirements, 
it should file all required reports within fifteen days from the date of this letter. 

If the Registrant has not filed all required reports within fifteen days ftom the date of this 
letter, please be aware 1hat the Registrant may be subject, without further notice, to an 
administrative proceeding to revoke its registration under the Securities Exchange Act of 1934. 
This administrative proceeding would be brought by the Commission's Division of Enforcement 
pursuant to Section 12(j) ofthe Securities Exchange Actofl934. If the Registrant's stock is 
trading, it also may be subject to a trading suspension by the Commission pmsuant to Section 
12(k) of the Securities Exchange Act of 1934. 

Djvision Exhibit 11, Page 1 
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Finally, please consider whether �e Registrant is eligible to terminate its registration 
under the Securities Exchange Act of 1934. If the Registrant is eligible to tenninate its 
registration, it would do so by filing a Form 15 with the Commission. While the filing of a Form 
IS may cease the Registrant's on-going requirement to file periodic and current reports, it would 
not remove the Registrant's obligation to tile all reports required under Section 13(a) of the 
Securities Exchange Act of 1934 that were due on or before the date the Registrant filed its Form 
1 S. Again, if the Registrant is elig'J."ble to tenninate its registration wuler the Securities Exchange 
Act of 1934, please note that the filing of a Fonn 15 would not remove the Registrant's 
requirement to file delinquent Securities �change Act of 1934 reports -the Registrant would 
still be required to file with the Commission all periodic reports due on or before the date on 
which the Registrant filed a Form IS. 

If you should have a particular question in regard to this Jetter, please contact the 
undersigned at (202) 551-3245 or by email at OEL_DFP@sec.gov. 

Sincerely, 

/s/ Marva D. Simpson 

MarvaD. Simpson 
Special Counsel 
Office ofEnforcement Liaison 
Division of Corporation Finance 
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fnlm: ca.m 
lb: fl&.Dl'itd . ;. Subject: fW: Update an TollBI Real E'statD �ding cap. file ND. 0.53917n
Data: lhusday, February 07, 2019 2:18:� PM 

Fram: kgruebe[e [maUlo:kgruebefe@talonreit.mn] 
Sent: Thursday, December 21, 2017 5:22 PM 
To: OBJ)FP 
SU� Update on Talon Reaf Estate Holding Corp. Rfe No. 0-53917 

Pl�e see the update below on the work that Talon Real Estate Holdfng Corp. has done and is 
scheduled to do. All of which is being done In preparation of getting to you a meaningful letter with 
date certain of being in full compfiance with our filings. 

•nSince our last conversion, the Board of Directors has met and is outlining what it would then
take to be In full compliance and the timing required.n

•nWe had an additional Board meeting, which induded meeting with new p�pective auditn
firm.n

•nWe plan to have a meaningful letter of intention with date certain of being in full compliancen
to you by mid-January.n

Best Regards, 

1(� (inuibel,e., CPA (inactive) 
Chief Ananclal Officer 
Talon Real Estate Holding carp. 
Direct: 952449-3634 

Main: 612-fi04-4600 

Fax: 952-449-3636 

Kgruebele@talaocett com 

NOTICE: The Information contained in this a-mafl cormamfcation and any attachments may be privileged, 
confidential or otherwise protected f'RJm disclosure· and is Intended only for the use of the designated 
reciplent(s). The use, distribution er transmittal by an unintended recipient cf this e-mail is strictly 
prohibited. Jf you are net the intended recipient of this e-mail, pfease contact the sender and destroy all 
caples of the message and any attachments. Unless otherwise expressly Indicated, any tax advice 
contained fn this message (indudlng any attachments) was not Intended or written to be used, and cannot 
be used, for the purpose of (i) avoimng tax-related penalties under the Internal Revenue Code �r (ii) 
promoting, marketing or recommending another party any tax-related matters. 
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FW: Updldn on Talon Real Eslate Hckin!I Qup. Fila No. 0-53917 
Thursday, Febnwy 07, 2019 2:18:+i PM 

From: kgruebele [maHto:kgruebele@talonreit.mn] 
Sent: Monday, January 22, 2018 3:09 PM 
To:OELDR> 
SUbjed: Update on Talon Real Biate Holding corp. FIie No. o-53917 

Please accept this email as Talon Real Estate Holding Corp. meaningful letter of intention with date 
certain of being in full c�mpllance with all its filings. 

Taton Real Estate Holding Corp. in this meaningful letter of intention with date certarn of August 14, 
2018 to be in ·full compliance will afl its Securities and Exchange Commission filings. 

Best Regards, 

Ke,,{ij,; (iy� CPA (inactive) 
Chief Rnancial Officer 
Talon Real Estate Holding Corp. 
Direct: 952JJ49-3634 

Main: 612-604-4600 

Fax: 952-449-3636 

K,in rebele®taloorelt cam 

NOTICE: The Information contained In this e-mail communication and any attachments may be privileged, 
conftdential or otherwise protected from disclosure and Is intended only for the use of the designated 
redplent(s). The use, dis1rfbutfon ortransmlttaJ by an unfntended recipient of this e-mail is strictly 
prohibited. If you are not the intended recipient of this e-mail, please contact the sender and destroy all 
copies of the message and any attachments. Unless otherwise expressly fndlcated, any tax advice 
contalned fn this message (fnducfmg any atlachments) was not fntended or written to be used, and cannot 
be used, for the purpose of (I) avoiding tax-related penalties under the lntemal Revenue Code er (ii) 
promoting, marfcetfng or recommending another party any tax-related matters. 
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Sinp;pn f!AM P 
Tar Em:...Dilv!d 
Subject: FW: � Real EstatB Hmf!ng Cai,I. Ala No. 0-53917 
Date: Thursday, February 07, 2019 2:20:47 PM 

Fram: OEI_DFP 
Sent: Thursday, August 16, 2018 9:59 AM 
To: Simpson, Marva D. 
Subject: AN: Talon Real Estate Holding Corp._ FDe No. 0-53917 

From: Joshua D. Brfnen [maillD�brinen@brinenlaw.can] 
Sent: Thursday, August 16, 2018 9:54 AM 
To:OELDFP 

SUbjec:t: Talon Real Estate Holdlng Corp. Rle No. 0-53917 

Ms. Simpson: 

I have been brought on with the new auditor to update the filings given the Chief FinanciaJ 
Officer's failing health and capacities. 

When's a good time to touch base? 

Should you have any questions, please do not hesitate to contact me at the below number or 
via electronic mall at jhrinen@hrinenlaw cnm. 

Yours truly. 

Joshua D. Drinen 

Signature Image Joshua D. Brlnen Principal Attnmey 

Brtnen & Associates, LLC 

90 Broad Street. Second Floor, New York, NewYodc 10004 

• t: (212) 330:8161 • f: (212> m-0201 

• w: bttmrfJbrinentaw eom • e: ibrioeo@brloeoraw corn 

IIRlllJl■[i)l■III 

Division Exhiblt 15 

mailto:maillD�brinen@brinenlaw.can


, 
...

 , 
l.a

 ,,
 Il

e-.
 ..

 

r 
1

r
r-

Jt
i 

l�
� 

�,
. 

r 
1·il 

. . 
. 

• �
 

' 
I 
... 

•l
 

.. 
ti. 

, ..
 ,

 ...
 p

i 
� 

': 

s- f 
lh

l  
,

al
.. 

s.
 

�'
 

�
f f

 
l

a
f

ll 

l&

t 
l�f

� 1 {J
i 

(t
 

J·
 
t,.J

l
 a-1t

f 
I 

,u
 

t.i}
[ 
r
 

lt• 
· tu

r · 
11t

 
i U

i H
! f i 

i.tJ l
 

. e
· 

i'
:.

 
If 

i,i' _g
 

. 
PJi

 I 
t'
t 

Jh
' 

11. ' 
1 ·'1

si i t t
 •

r j r
 � f'

 ra. • 

j �
- !

{� !
 fi
t l 

° t
 

1 ,
n

 

H
h

 r ,
ft

 

i ' = 
! 

b 
l i 

t 
j 1 

t i 
Hj

 
r [ l · 

.... 
Jf

 1 r
 

i f
l �

 
1t ff

 t �
, d f
 j 

-�� i
i li

! i l 

r 
if 

&
f

f
 

111
1 h

f ii 
111 f· r ! 

•··t·
 il(

h U t
u =!it
 

tn
 

l 

i f 
, I i 

. 
1 

I i 

. I 
n r I ;
� 

-�
 

.•
 · � 

-�· .. 
'·:. �

 : 

�
 

,., ....
 .,,..,,. . 

H 
NI

 
·11

 

' 
I: 

ll 

I '
r
 

.i
 

I ' 
q
 

l :t 
r r
 

i
 

I 
en

 
e

r
 

::3
 

t l
 

j
 I 

ti
 �t 

I 
-

i 
l -

pl
 

j 
.... 

I 
l

 
'°0

 

-
a�

! 
. 1

 ::,
 I 

l1
f 

B 
::; a.
 

re
 

lD
 -



Puge2ofl7 

!la:Cimt2.0S Wfitr;rp(Npdcq. � s!imbolckrmay'WIMI �of my m:cdllg oflllmhaldm (bowe¥Cr� o.raollced. whctbam 11111cal1r.::l 
m IJoCicd wwJda:rbe&n, dmfi:i& ardm 11111 mmtma), fl>' sian!RB • wJfam WlinrafllaticaQr■GUSG to lllellllldlq af.mc!i mcliq. arci cpptOVII 
afthemm!admlo! Ati=doco n • mdii!a. fa pmm1 mbysum,y. lhlOQGGmluCDWliva'cf llldafecta olaall or mtlceiqmdku afwldm'--. 
mmait.orappnwal fslipcclaruy i:ibjcdcmanlll&da. Alm:liwdvm.camaa. crappmYIIII lblllhmd)apmafcbmia&ll:aafdaomccliira-(

&:mm1.CIS &;jg Beml Pe, llortu pmposo ar� � GlilWIO IICllcc ot crtoWID It IZJ{f llllllllll madaa af smholdas 
Dr uy 14joinmmt l!imo( (It sfumoldaa Cllldl1a1 QI ICm¥II pll)'IDd af ay dmdml cr ID arm ta mala I� af lbrdralfas llr DJ da' 
pnipu plllpR, 1111 Ibid of Dircccm af t!la capa:iadan may� flit th mm amzsfi:r baal:I l&aII In: a1om1, Jbr dio plEplllD of ddclmziDllls 
sllmlddm adkd mmitb: vf arlD \'GIi cACfamcctill8, liataotfiJr a pmod m:c:cdq -=ty(TO) dip. Jfdic �tnmm �ab ■re c1om11i:ir'chc 
JUpasool�JlmdddmmddaltDDOllimcrfGl'ID--•summda&�baakldllllbcclmeclliratbste(lO)U)'l�pmimlll 
mam=dq. 

m Um af damg tbc Ihm aasi:r 2iaob, dD Baad of Dm:lla mq lilt ii 11:hmcc I dm • tlao rm= dalD fbr ny mdt ttrmimtim "'If 
dmdlchli:rl. mhdm fD my cmefD bonotmace l!iascwq,('10)ud. in casccran:eima cf� sot Im lllm a (lC) aa,. pfcr ID die dllD cm 
1ddclldepalimla'ac1m11aeq,dlfagm:hdcdamlnamaf.dimbaldcais1111Dtma. Ildicsfam111111mbciatl1maotGloscdaa4mrr:cosddlfllilliiictdfllr 
Ilia dcbzmiaalimof� mlldcdloDlllfm afarcz, vom damctiq arlD ia:cmpqmmtafa dmdcnd. dlcdc:on wliicb imticc aCdul.mcctma II 
mail&d er die elm: aa wfich 'lftoncohttima afdil: Bad af'Dfa:alms �slXldMdmsl Is� a fie caso =-, bo. Jflall lioUIA r=inl clllD Jar mcb 
dctlamin&lica. cf� WIICll I � of dimlicJH:rs alilfell fD YCIUI at 1111)' mCCliq r:f lbmldifal bu bcm :ma IIS pm¥f4al ia ttis 
Section. Slls:b dmmiutim mall appb, tg 'IJJ¥ � dlmaf. fl!lmD to c:amply wilb Im Sadiva shdl mt lfl=t die ft!ldily af my ICtlma IMm Ill a 
m=mgcf� 

Becdaa.2.07 �- Tballil:war qad aflllccorpamhmb!nrrgc::!mpofd!e sbmt:msferlloclbiilrsbmalchc C01pm1uaa·shallmm. 
II lam Im (10) days llobll aa;Ji m=tlaa af llhaab:lk!m, a cxmpldc Jilt r4 die lllmhallf.c!I aidllcd QI ¥GI!) 11 ncb mccmg er IIQ' llijclmmmt lfiaca( 
ammpdml!phdicdcd onm. wida dio ■ddma� adtlclllllllllu ofllwllldd'g��.llff. mrapaWoftmOa)�prilrlO mch mamra. 1111111 
lio hptaa &Uc It die sqimsald aBJcc oftio mizpomtiaa ml dlllII be IQf.jcct ID by ay abn:lioldcr lblDg em wldi time of 6c ma:iu:a. 'lb: 
mfgind wni CIIDdl:r book sW ba lllilal.fl;:iA mclmcc a tg tho � mo am m1itla:I to GZIIZlllllll nda U.t ar UIIIISttr baab, ar c, wm •l 1116' 
JUCriDa afsbrdmlda:s. 

2 

https://www.edgar.sec.gov/AR/DisplayDocument.do?step=docOnly&ac:cessionNumbeFO... '2fJ:l12019 

Division Exhibit 16, Page 2 

https://www.edgar.sec.gov/AR/DisplayDocument.do?step=docOnly&ac:cessionNumbeFO
https://Becdaa.2.07
https://la:Cimt2.0S


Paga3ofl7 

Smrka 10B Qmmm. <m-h&1f oflha CIICll voq power afd&o 0¥1Stlllllims dmCI cf die c:mponrio11 amlfed tD ,=. � iD JlCUCICl 

·-:!! 
· .. 

·. 

or fly 
p-oxy, matl cmis1ilatc A pmmat amcctiag cf die shudlalml. If'a qumwa. is pmcar. GaodlnmlliwowtD ofi!ia �amy aftle wdq pawa-� 
'by mra aw'ZIIICtiq mlmtitkd mwu: anlh: nb,immDcaallndll actiaa bydics1mdmllml. abs .. WIii afapammal,crorWICfca 'bycbsHS 
niar,m1d 'bytlmlnnctdic-.,arilll:aqlomkmcftbD cmpcnziGSlorcho.A=da of!a=pmllimL Ir!mathm aao-:iairat1MClldmlllliqW1ills (IO'Ml'il 
lqnsacdatam-=a,■mjcmilyoftba'wadiigpowa�bylllftlllOpa:adJUy'4iaurnlbma:lfDsfl:amlimetoclmcwilholttbltlicrmi& At 
sudaa4joumcdmmmgllwhicli apumasbal blpnamar� my lxuiacssmayllommssai:dwtidimlptbval!mteraasaead•lbomcdiq a 
ufsimllyllatimd. 

Secdoil 2.09 � Bia� WIii Gltllo C:arpocimoll cimllcd fD WCia s!illl �= mlldcd to OIIOVOII! CID cada mlUa' 11ltmziltcd to 
Yaatlll&mt:diaa af' ampttolflcmmldlattbcwdz,,sdatm l>fdia.._ Glmy cliw arnriaaf11DC:kclfdamimd ad speci:!&11 u g,:mar 
crrascrlfllllomivare pcrdmo!albmamerpmidcd 'byt!saArdG!mafbmpcln!iaa. 

Scadcxl2.JO fmia At-.Jamemnaoftbc�cd.llmhmlircmt!dldr:awtallmllbactltttdmwomiupcmaorbyprasr.� 
1:� diat •dpt., we &, flL'OXiV mD abt a:aJy m r.llO ttio blr'llmCDt n1bammJ Ilda� 111 a ml Jiac bcm aa=m i■ wrimla by lflc 
rqlslmdbaldcrarbo!dm of� mia,aeba GUClllll)'bct. us!IOM103 dialbramu&:r-afthoc:mpamilmarbylli10tlurcir�auamcyllcr.-daly 
albadzcdfn Wlf!lna. Sada bnenmim&D11mdz1Da lpzol\Y"IDaot liblll be dcllvmil C the lieafnmn8 ollllChazacma r:atlic mmll)' of'Cflocmpinlioa arll>
sum otber m&r:cr ar pmcm wflo .may, .in l!le -=ca af 6e secmuy, fla acm, • scmmy at the mt:cll!Js. Ill tbl: CIValldat any 11111b lllltrmnm wl1 
dafpdo tllO ar mn p:1111111 tom a poxia, a IMjarily cf .ii pmoas pmcm atdla meadat, ar if mJy 11111 be pzant. that aae mll (alllesa die 
Jmlrumcnt .diall od!awtsa pod1c) !'law all cf t!lc pc,wa, c:m.t'amd 'by lb� cm ID pcqo111 so mlpllflcd. Pma. ldi!lzia ma Ill a fidacilly 
capado-s!illl hatitlad11Qts thcslmmsollad milab �wbsc am m:plcdpwllltoazdiilcd111wta,tialaaalfli:m:m!l:rlly1mpladpm-C11 
willaobofel=�boarmr.bDbvoapmlycqx,wacd lhpfcdp;i tovatclflmoa.haw!iidawa,upfr;dgal.orhia orlasarllarssax,,may 
rcpmml�lmff.l ml WID lfa:mm. 

Secdcm 2.11 WriaP? Amm SR Agtjqp ltY Sbllrb9Mn2:a AAy ICtillll wflich may 11o tu= at 1111J 11111vai orspscisl 11CUZQ1 of lbadzclda'I m,q k 
lafa:a wit!iam a Jlllmll m5 wuhaut prim aod&:,:. JI am= ar mara"IIIIJllllllt. ID� 161 fbtlh trie &clim SI) tam, lbl1 fie lfpal by b.lllltm of 
Cllll9IIIIXflll maal'lavqiaatlcu lflm diemillimumA'llm!maf'V111c11btwd!IH!-ayfQ clltari:r.oartuo lllllacdml It 1-=aaswfdda lllma 
cmlidatto"'111:tlll:mm wnpmsa!lmd.-cl 

htlps://www.edgar.sec.gov/AR/DisplayDocumentdo?stqFdocOnly�accessionNumber=O... 2/Zl.fJ.019 

Division Exhibit 16, Page 3 

https://Scadcxl2.JO


�
 

�
 

. 
-.:.:.:;�--ii�

 

J: 11 
tf

2 fr. �1 
l(J

! B 
•fii 

8 I� 

r' 
lf. 

t.J Ji 
lt� �tlnrl ll 

� te-, e.·J 
·11.,l '�fh 

ii 
I,! I:!,, 

I 
t 

I'&,� -,�,i 
� 

l 
"t I

 

�-
.. 

I 
I 

t
q l 

f.
 

8 
r
 

�� 
�! 

I. 
�rrr 

t!sf 

i 0
 

::,
 

m 
X

 
=r

 

a=
 

j1 8. mi
 

I 0
 

.s· f a I i I. :i I ! 

i �
 

a. .... --.I
 

'ir 
.1 .1 

1
1 

(&· J r
iti 111-rs 'f 

J1 1''' i1Hn t!-nl . 
0

 

I t
 ;r1•tl 1:1· ·a 

fit Ji Jbttl 11'�i 
i' 

fDJ J 
QfuJ! rr r 

rl 
tlt t!i i1lii l(�t! - J�t 
J.

11· l iJ. JI Of;: hJl{ I f I 

i's, 
'B-

2 
1r

 8
 l,ltw 

R- f
,..

 it J w 
al 

1 

�1� qf� 
-rlt,� lta.:tr �it 

lti m umi mm m 11 
l [! tf f !J J' ! ! J} [ ![ t r ;1 

1 
Q

 

if i ,1( n�J 0 1 
�

�
 

,
 ..

 1 
· 

� '�t 
,�

i
 u r

 
h 

a 

8 y It 11 
q a.i,tt 

ti rl 
1Jf'' l'�[ r1 

l � 
, a. u t ' tll i i !1 ! 

I If 
lllI 

R. 'f I .. lJ''
!I 1 � 

. 

;;:;:
 

_.
 

!1>
 

Bq 
& 

';R
 

- I 
l 

t
r
r
 1� (I 

\C
 

[ 



Page5ofl7 

Sdoa J.06 MBlinr hy I+Pbm A-i'i!:m5I ()D !dman oftbcBomdan>irmrn1111n1mipa iD &mi:clmJaf'1bll Bomdal'Dirm1ml OI' 
a cammlltal Clflb&s Bodaf'Dlrm by w. ora:mti:rmca lt.fqllmu ar miwomrrmrirl1iaa ':qllipmmtbymmu af11biiib .U prm1111 puddpatiaf ua 
lhamclfa&cabaradlot!i:r.11111� ii a.imcdlgpmsumt1DdiisSmfcu!ldcamliml:Dinsi:m;aiDpm:on1tm:llmcctmg. 

SCICCion'JJll tlm- Nciciccolmyspcsid-tizrsmllbcgiwmatlcl!tCl!ll(l0)&yapiar1'hmfDti,wdammiceddiftndpasamllymmlllal 
to mh clrmm It his ar'flcrnggl• baimm addnlls araidmce, er by tmpm. If malled. Adi aadm dlall bo dmmld lo tic ddKmt l1ICII dqmid in 
Iha Umd 5ima mail so dhaad., widl ,amp dmaa piqim .lf''ICIClm bc: pm bf tckpia."lllchmti= stml1 Ill: i:flmncd CD h ddivmd •lim tbc 
tdcpaflckliv=dmfaa�Ol:llllpq'. A11¥dma11111Jwllivcll0ticaofa,111Udns, Altmllmmafalis'ODlllrat■-=assli■fJQlllllimw:■Wliwcr 
af.amice afmdl111C111q,acqitwfic:re acam:crr&Ualdsamcliq � Jirt!u, a;qnss pmpasoof cl,j'ecclma to lbotmllll:dm almy bmim llccamc di: 
111Cdfmalsiso1�calkdarcmm:md. 

Sfmim113.D8 Dll:u;m. A majmity aflbo aam!icrofdlme:ilsshall � • qgmmi !ir-lbc lsasldioaof!Jaliam UIIJtYmmias aftlls Boanlal 
� bat If fas dm a� u piumt aa■:iaaiq. a majari\y of die dmclaD pmatmay- qoam Ile mcdiqfrma time ID time wi1lma t=ha' 

Secdml J.09 M!mue[,,., lliaactofaqOlilJ oft!lc dil'amspz,:nmt1tamecdzgctv.tim II qm i■P-'mll bc:tticse aflha Board 
u!Dim:flm, mt Cbaiadm,:lqdiRi;lars sbll�aopowieruadJ. 

Scc1lm 3.10 Vpnc;ig pd Nm,!y O!a!rd pjp;tpTlfiip. U 1111y varmci;s shall ocmr bl dm Boad at.Ditec:can � l'CUIXl of dead&, ralp&lioD or 
odmwia, vriflbo IIIIIDbcr of clfrccCom sull be mcae:d,, 1lle clhc:raa lben iD o&c s1ralJ cmzi■11111 ID 111t 81111 s-=b nc:udca arlllwly cmm:d di:ielltccuip1 
mD bo !llalby avoca oflba ilirmtan tka.ia aSim, c&oq;bka Iba■ lplOl1al. m -,way&pprad bytbc IIICClicg. kl!/� CD Ila filled bysasan 
� af 11111 Dl' mare dnclarl by Cha lhmllcl=s may bll. tilI!d by dcclicm by lb: maba?dell attbam=illg at wWch Ibo cllm:1or ar clim=I ara 

Sc:cifanl.11 Qmmms.gjpp., l'tyruciislia afdio Bod ofllimma, t!m dim;tuD-, be p&icl dlcir cspemer, ilay, of lllmlllmac atc:da rmihla 
tlf dlo Ham er D1mm,, 1111d may bo pmd I Jwd 111m f'ar 11tmda!tc,s at ndl, mcdmg aflfm Bolrd of Diracfma QI' & dlll:d nlmy U dbma:r. No IIZffl 
paymcnlsballpn,cl=cllJ'fdinictor&am llfflll8 Iha cmpcmlmllaaymha-capm:il:r mlmcivqccmpamdca 111.m:fbr. 

Sol:tiOll 3.12 Pg;mmntfm, o{Asm. A ducclar of lfla cmpanti:m who r. r,ns=i Ill■ 1111:dmg r,f dac Bimd of Dncc.w &t wli.ls &cdm on Ill)' 
cmpap1a aaacr111mn daal1 lie pmm1cdto have lllll!llf!dto lb &.adan dm milmma (II' her ar kr &saitlhall be c:m:en:4 lralba mfmmll ot&b mCldlll& 
aatcsslloardlD all tilo lis arbllr ar hc-wataclima&ID mdl IICdGnwfdl Ibis pa91111 m!Da ndzmntmycfllmmcclfila bdi=the &d,lcmmncatt!tma( 
orlb■II &awlld mcb dfJmlt 11f �ar1Xr!ifiedma!I ID 1h IIIEmllJ' af'Ole mpndaamma:dfatc!y dcrtbc a4jCIIElllltllll af1fu: mce1uJi. Such da}ll1D 
cllaSClllalllllltappqbtadirec:tQr91hoWCclilaflvotolmellaaiaa.. 
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(f) Ro or she lhllJ bo cmpowcd ID R8II QAtlfiClla � sma era cmpmatiG& tlic ismm:c of wfdch lha11 !saw baa lllllicmcd by IZID 
Bcmd afDim:lml: cut 

Ca) BearsbsbllpcrfoaDiasm=llalldldcsinddadeodicafliccofsecrcmymtaaba11mrdaaaauasncr.iolmacrllcrbydacByln1ar 
19 8am lime CO dmamayllcmipedlD hlmarkrbydio Bod afl>fzmlmatcbopuiclmt. 

Smirim4.ll Dzsl'mtgq. 'Tillltiwmersbailtma dictbhwaspawcsmd dlma:: 

(a) Hear she dull bvc d!mp 1114 llqlC:nisiaa ewer mcl Ila mpcmlib!a fmlbc IIXID1U, sc=im, c=tllpD, ad ildlmameaa ofdia ccupamlicm; 

(b) lie or 6c al caue lhllmames llllladlcr valmHc c&c:11 aflha cmpmgliml tD IID 4:polili:dfll die a= ad ID dlD cmcllt oftb= � iii 
N:lllmlkl ar1m11:mmpma ardmmbd.oradmdl:palirmfl:ausliallboat.udm1ccadlacewid1Secifml5.03 � 

. (o) HD orua Jbll AllJII elm� oflbooasp:imillia"' ba&bmed bJ rmcbmdn:lls (s!pd a pm,idsdm Scdi= 5..04aot) dnnm aa Ibo 
mdiomrdmpaskmfa ofd1Dcmpmatlo11o llmlcu,vto batlllanendpall'VDllprap::rlJ'YQWDffNC"lll mmdn dlmamd; 

(d) He or. mil midcrCD lbD Damd o!Dm:cmsarllc� wbmm:rffQIIClld. ■ 111mmaafdll!llladllcomlficmafdm IIIIIJIGDltlaa ad 
olalloldds � a tmaan:r.u41mma tldilnmdd n:poltatdloallllllllacedlflo!dlosllmimidm. If� .-eo daso; 

(e) He or llo dmll l:KIIIII ID be bpt c:oinctll11Clks ollll:CCllml atlll Ille bimca lad lllllludcms aft!aa ca:pcaliOD ad abiblt mda books ID a'/ 
dim:lurcmffqlatdmfqllllSiztmb::nml: 

(I) 11c ar ll!m s1m1111a � mm mm: co mm: co requua &m II1 aBicm or qcm mm ccspara1km npcn11 ur 111tcmcm pm S1IO!I 
infilaallfclJuba arlbcllll)' �wllflnsplUt>IJlf lllllallmamillnmactlsmof�CCllpllllioD;md 

(s) BcarlbcmtlpdnliagmaalaDdlllfClilmicbttadll;af!!acafaa=uadsadallC!icrllillicsDmepc1.,Wmcrlmrbylha:cByfawsor 
ahm lizs todmomq lcallipcdfDJifm «!aby dm Badan>iR,cixm «lflopr:sfib:al. 

Sa:dm4.12 Qerqd MBPU 'lbBDltd o£Dfrmm m11 cmpJor md 11.ppaillt II piimlmazqa:wlt.o mar, arm&yaaf,, bo G110 llf'dla af6ccrl or 
4mlzD oftba � 1°?111 gmcalmaqa, if my dl&1J ll&wd11sfDl?IRVf:lla pllMIII 1111d mlla: 

(11) Bo or s!ic IIIIIIl llo Iha�� aiBczroflflc cmpom1fm and, lllbjcGtfD diodmlimu afds Baam cd'Dhmurt, sllllD. bPo 11mmlc:lmp 
oHID bas&lm dma llldpiap�oldlceoipmadaaad pznl apcrvl,lcm �Ill aBil:ml, eaplay-. mzlllFffll: 

(b) Ba or lhc: all be dwpl with Iha ac1udro lll.lmlmmd of� lmiJlm olllc cciplldlfDa md oflll Dfla m!mp, bet at an 1mm1 mtiieac u, 
lfzcccmzn:,l of the Bomd afDhatm; 

(c) Sa!,jlct tD dlo qprvnl o[Clic 1brd afDhmza ar dm c:al:llliw � ii 1117. llc ur s1ic 11111[1 cqdcf Ill cm.,lvya:1 ofdm c:mpotllllait, er 
dmpis Iida cmplaymm to mllontimla cd&aJ,. llld llflall lml: llllbacity1D dlsJmp ay pcncm m cmplorcrJ; imd 

(d) Koorlhosl:allmllb:an:parttDdsp'Cli.dmllllddmumuollm111��1ilr1fa1ticmm11ottbopmdammmrlliaorhuaat. 
IDplfmr'wflh IIIIJ8Clllio111l;okillg t1n111rd imjlZtMll.laltlllll liollamalt olcbc ccmdldcmafthcOCllpCllmlll. m11llhlll.pcdmm� otbcr dlltia a !lD Baml of 
J>irc&IDJs 11111)' n:qafR:. 
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(a) nc Bamd atD!roacm mil tam, power ID c!oso tllc s1111e 1xm1 atw c:mpm1111cm fir• pmfacl orJHJt '° 111111d 'RI c1ay1 prsoatb:li lb dm af 
m.vmadz!a r4� or1lisdsco 0:rp,IJIICIZ& or-, divld=:I,, ar cm dl111£ar•ailollllmtflfna!ib. orOlpit,llls!mclsbllpflm dl!sct. ar I dm .fn 
CIIIIIICldcm widl � lhl amaaaafsllm!lalllm farmypmpasc. 

(b) l'Dla otd:magdm..a esa.ta-tid:11 a llbaaid. lk Bam1 ofl>i=tml-, BIi m llllvlllce a cfm. NJt m=rrdills '10 dip� tlut 
lfl1e ot u.y mamirs er diarcWm,. °" dtc dil11t m th� or my� ar Ibo dafll mr 1b 11Io1mm otripts. or die 4111: wJim im)' diacae at 
Clllffll1lm GI' ma:baaoo!Clllbl l!mm lllall ao mo dli:ct. or aclllll:ia � wflh abllmiaa uyada CGZllc:at,IS ■.-ont .. bdladctcrmlnltiollaf 
1!11: �midalmaaolb ot ml to waiz .,_ _, llmllmffliqclluy.rjaallmllllllknd; arcdtW ID n=ivci:a,mait ofmymdl dlwfmd. ar 
IDlll)'aachal!Dtmmtaf'lfa!m.crto1:111:nUD lbriglal:a 1,:ipcaofmyswAdmse.cmmniaac:m:mapofca¢talsacilr. artDgianchcammt. 

(c) rtdl: aa lmlfrrflooka wll bi dmcd or a mc:ard &:a a tbrm pmpasa of� lllan:holdm mli1lc411> &llli.v of or to wee• a 
lllldiqaf1�1lldaboobmllliocbcdfor,ar11du-xddatot111Illlc.1t!0'.11&1m(lo)•immlldiatalypicccdm1am:bmccdzla, 

&ldiml tun rm, er PRmzm;I Q;aifiam n. cmp:m!iGD. ma, ia= a 1111W m11&a111 tar stmu of Ilic m.spmmlaa m pl&CO army a:rtimm 
� ilr=d by it. ll!lggl ID .me Ilea lest ar ctesuaye.-, md l!m Bolid ofJJin:i;taa �. ia iii &aatloa, Rqllb, dD GWIICI' ot11c fast er dcnuJd 
OGnifiaalii or Im or her lcgi.l ,��., gm cha cmpcaiaD a 11am ill ndl Amil• &IIIGIIDl a tic aa..afDiraian l1JIS1 dmr:t. aad wish rm1l 
mdyormrcdaum11lioatisf'mmyto the boel'lf. -,�dlacarpcamlm lllllmbas&qCDta ad iusimat, if'aa,y, ,plmtaJchims that1m11be 
a:mda lpimt it ar IIZlf m mmlb'iplltcrngmmr an -=mm ofdro � otllls:b ucw cati11"1e. A aiew catifiCIID 1111.Y bo am witfr.ll1lt nquirias 
myllml-=-1:a dlia,id,!Slcm aftba Bodofi>in:clan, 1t1,prap,:r., dll m. 
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Scmma 6.GI Na [.jnzfMm "P Ya R(8'a; (imHr "21 PflFMllft Bf&t5 To die m111t pamiwla 1:lllda II= � lni' ol IA'J 
jaridzlllan c, w!tfch a. caq,mmma may bccaaw � !sy mum oltR COlllflll:C aflnlslam. the IJWIJllldip of aaats, � ruidr:csa ar dmdlilldcn. lllt: 
Joca!fa ofaf&csarrdlllcl, crmyollwimm, die coipan:dmadactll MtlD Ila gawmcd tr,lbpmisfam afllJ1111tmDtbr(i) llmltl, RSbfdl. mcdificd, 
ASpClldr. tamlllata. er odicrwisc lffcctt m dpu of auy .ri-tio!acr ro cast 011C Yn fir CK!i s!wc cf ccmmaa stock rq!llmd m cho UDC ol mdl 
lhudakb-m lb baoboftflcCGqlGtltiaD, witliautqmdt0wllceba'llldamra wm: acqmmldlzccdyhll & mpmmm«bntrrlf lllhlrpmm am 
widmtRpdmwltdxrmdzmmlloldtr&ul!ID,-ert11a:mucard=t6ommsi,af'fOliaaJXMCtow:r-,specmghlliollofdla mmu ofocmmm1 
Dekrllfla�Lamlamlmtmmdiqm(B)pmllfDlll)'lfmdaalcb'1badabtro!aw.luorhcrs1DCtftdaml:icrpm:!mrdf,ydll:cCllpffllfmar 
lllJ allm'dmdidlcrmdla � �azypmancr1P1111pofpa11111ofJbmofdic caspamimL faparti=lm. tD1Rcm:atpmallecdmida'lhlawsal 
i.111111 af fzlcmpaa!lca. fJtc cmpantiml alcctl DIil CD bcpi:mtd by Ill)' IIICh pzvwbioa, facladm, 1h pmmicmofllo Ulz6 Ccmml SZima AcqaisitJmit 
AGt, Scakm 61-6-I IU.fla-. ofl!a thlf& CodeAmioraeac, •IIDClllbt, ar=, ltllDUI af limillrcdFcc;t ;rtmm. 

AJma.BVII 
EXECU1lV2 COMMl'?'mBAND OlllBR.OIJMMITJ'EES 

Scz11aa. 7.0l lfsm: G!mPJnm:4, 11m Beard ofl>ln:mnrR1daisam • cm:miw: ca:mmilri:c m!Slldi adicrcammfrlza • tbe Board ofDim:san 
11111 deem � aa!a at 1Wlich ClllllllllUtel lbII camSst ot tao or maa: t!lm:tmL Maam of tJm m:mriYa GGlllll:lil= ad er my mda ctbcr 
camm1n1a ai1111c dcdpsbld ....sy 1111 aia aam1 mm:1111 attb Bod or Di--.;� bcnma'. m ai-, cmm am Bomd afJ>h;tun � 
alloisfa armms2imm tbD amidft � er 11:!J llllmoommftl:ec. &di m=-r ofe!IC m:clldw ccmmd&a ml otrzrt Dlla camm!lreo al ?ul!d 
d!Aoamllfumlicrmcmarahallllaallccadl:sipalcdarUlllilhilerhcr�arftllOWllllnl!lc.mumrpmfalm'lka:BJllwl. 

Sll.'fiml 1.m lmmll- Dmizis • mv11s bcfflc:amccmiss orlhc Bomd v!Dla:dms, dm uamva COllllJlb llmll ba¥C ea.mq uamc..u 
pawm ora.c Bomd at Db:tan III t1a � mdlc 111zsmas 11111 .mim ortim c:atpG1IZloa. empr m t11e PDlftl' to 1ill-nazma 111111a eo11r11 at 
DinmirlarfDCIICl:lddac Bylawa, ml.cmeprtars=hpovima�llwmayzmtbcddep1&dbyt. BcimlafDircdmstDmc:=tllivccaamalmc. 

SCGlilm 7J1J fl'llladla 11= llm:llliw cammiUcil. ad mmda' m:rmitlca u 11111 be �llaamdcr � lllt: Baird of� may m 
1fl onpamua m4mardma afficcrcra&il:m, aclZUJma:tllmcflpllCDariuma. alllllb limD crtimi:slllllo1u11di aotiec(arwif1o11tmdcc) ufrs!lall. 
4camaiizD hatim11Cocimo. II will kcp am:11111 ollll�m.l sbUJC)IClltaw:h pm&elldmp tot1icBomd llf'DfKdml m.lfmmming r:,fllo Bmmfl! 
Dfra:m ma!lllcwfq. 
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So;tlm 7.CM Qmm, s4 Mm,r ,( ASliv, At Ill matizig af r:b1 amidw � ad al -6 dbr commiffl:a u ay be duipalccl 
lia=i&irby die BOIIZllafDimctml, Cle pmcma af mmllascCllllfliutra amj,dly ofdllt ta1IIJ mllmmd mcmhmhfp oldi11 commiUEoslmll bci:ecmm, 
111111 sllftidciitCJ matimta ■ q1Clllm fot(lze CflllSICtloA ofliumcsr, ad b d ala� ofdl- m 7b7 praalt llt ,my maG1q If wliin I qllOS1IIZl is 
pn::smt lb!lb11 daa a:I ol.mdimmmilb:o. 'Jbmmillm aftb � � md oCndl drr CGIIIIIU&el IS .1111)' .. �d hmada'by clle 
Bad ofDiKl:rnn.11&.U111taf uaccmmlullomd'lllllmdMdaalmlllllm�Uldllllvcaopaiwaauada. 

Scm:m 7.05 B.uimllisma-byAzq 1111111bcraf'fla amdlvc � 11111 crtsaclutmcmimillla a mayh4:sipllrd bll:ft1Wrbytm Boantof 
Din:aDn, 1:1111.)' =i&D It my lime Illy dniiw:m:g a wdtra mfs,:miaa ID cilhcr la� If= scmll:IJ, QI' asdaaa sc=tzry, er ID Gia prcsm11 oftlci:r af 
ltm � of which b Cll'shr: k■mcmllar, if lfll/ mall� 11cm appaidld 11111 mil Iii fa c!lb. UD1m adlau spccilld tarm,, mc:!a l'Edptioa 
.l!l&lltlbdli:ctcm.clciw.y. 

S=<1111 7.0& Bamml. Tlla Baud of Dtn:cfaa mq It q dmc lltllUrta 111:1)' mcmm of 1ha cmccutha cmmniffco ar of my ot!tcr ;cmamttce 
daip&b:d byJllmmm.t:rallafararwllllmlamc. 

Scctia 7.ff1 .Y.lamiia. ff� --.:a mil amirm ttiaaa:m.c comm=o oroll'ltf cdirrcozamitlle daf&mmcl by Iba Bollnl ci'Din:con 
!unmldEr. by &a11m ordisp1ificetim dall&. mlgallfm, mconJ. ar acmnrim. !Im naam:ira 1111111bca slslD, lmlfl ir. &liq af sucll nmcy. mistimla 
!bcdlmtmlauthoziadaumbmlfJtafdmcammilcl:cmd,pG¥ic!£41111ttwoarma11:mcmbalamlimllfDill, cmdmllcwlllt. Stchvacucymay'be S!cd11 
ID)'m■mq"otdicBoardalD!mclcn. 

Sci:liaa 7.0S A!mnetiRP- '1ba eo..• olDn:cm-1 mv allGW a fiml .11Z1:11 ud CXJ1C11sa of ldbadlmca 1111 my mcmtJcrofta aa:ntivll � 
:!::.odla camaii= cfcsigm21 by It hmml&:r. 'llhD ft 11ar a 11m11 satnd mq,loya or 1m c=pOtltimi mr dlmlbDco n am-=, cf Slid 

AllTlOZVJD 
INDl!MNJRCi\llQN, INSUJWCCB,ANI> 
omcmtANDDl!lECI'OllCON'IBAC'IS 
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n&ftar�iffla arlb lldlld fD pccltiilllad ID ammsrllco: so�laclicveclro bo ia orima,pmalu, l!ic lat lnn:IClolda: cxapm&CCII\ 
lllll wiCJarupmtD lllf mmimil lcdm «� bd m� C&lZSC tD llclicM hflor llcrOCMIICltnsmw&L nolcmlimtion ofai:w action. 
mit,. arpDCardmgllyjalsmmlf. ardc,.� am'lfctfnD.arapv11• plaaols9'9s:mmr1!!trir its�INll llat. ofkR!f', mama JIIUllmPthm lfm 
Im: pman lfJd 11ot act b pad Aldi aid In a aummrwlliG& lie ardm islllOMbly bliind ID bola III lllltoppaacd to dla llmiau:m'ls aflb � Del 
wilfan:spm11>1111 c:rimimladm w,-ecclhsa,heor .sbc1114mumahlcaue fD bc?icm:dlll.bla arma:afltDcwumaw11d. 

Sedfaa a.o,. Jrtnmfffrflism: Omnte Agjqm 'th� abD Jmc m powu- ID i:ldr:mmf), � pc11SOD 11b wu ar is a pasty or is 
l!mtmial1D bcna!a■pat,ytDmy�pmrdizlg,c:rcampllWmimcrdtllywm6cripsoldmaRpaffliaa1Dpocmcajldpmiliu itlmnrliy 
1n1111 .C�Jm that le or Ille fa arwaa a &s1ar, cfllc:cr, amp(o,u. CIZ'Bpm flf111D caq,omiaa, ar la orwu� It tbrcqiatofdl: cmpon.timl aa 
� o&cr. � Ol" aptal�cmpca1im, pll1Dallfp,jcmt'ftlltln, mllt,«Gtha-� aplmtCIXJICIIISCS(indadmg d:11:lqt Ra) 
..U, 1111.t nuoaably i:mmled lay Jiim arm m camu:ctfllll wftfa 1k dmmua or sc:tlk:mcnt of sach lld!an ar &Uit, if Ila ar Iha ldad m aoad fllilh ud in • 
mmmcrmcrs&o.n:aomli!:, tdJr;ycd co baln art11KGJ1pDANI totllc bcstfm=slsddsa � euqitdata, w ·5i ., mD tiamaifDmRSpCCtol 
my cbim, issm, arm■aans mvflfch ael a pmgallall 111n bcm &djdaed tD bo liuJD lbr:zoall&=x: an11bcx1mictm lfepedi:lrmaaco af llb ar.badul)' 
tD 6c ClllpGZllimi, ucra. micl mJy co tho a11:11t lflll: dia c:aan m wmc.11 l!io &Clim Cir m w■1 lllaapt mall tk!lamiim m � Ckt, � dio 
� of�bcfn vkw olllll llttalmmlci:I cfhl CW, Ill: p-Ja .liwlJ ul � caWcd ID imf� filr mdi CIJCIIICI u 1b Gll1llt 
dcmspmpa-. 

SlnCII I.OJ Dmnnvtmnioa Ta 1h mat am ■ cl&cc:lor. crJ!fcu, cmployla. m as=t ol dm c;mpocam Im 111m swa:astld ma dlC mails er 
� ia ddimc ol,q �- orpmr.ccqn:&md CD la Sectmm Ul 11111LCl111aw.: ar .m dml:m11 mm., dlim, f.uuc, ar matm dacm,. fll: or 
sfla slmU be i:zdcrmzific4 ,aaiall spmm (mddrs aummys' li:a) 11:fmIIy 11111 � aamall fs)r hfm III flcr Ill cmmeafaD lbaawida. lvt'/ otllet 
tndcmni5mtioca tmdcr Sectiam 1.01 at 1.02 � w11 h ma: t,y 1111 ccnpnllmt 11511111 a dcamlaation dlr i t rs fen ol1frc cflk:er, dirmlar. 
mplo,a. Gt .,::at Is pnipc:r in 6a cin:mmm:a IMa:zso flo ar lfte 11111 mt:t d2G � IIIUIIIII al comb:t set btfl ill Scrmaas 8.01 acl SJl2 
lem,! &di lf-.ilutirm shall bet cmdD lilfm'(i) by dlo JJaml a(.DiJl:cCDa lly l&Qadly .ae. ola qmnllll camidiiirofctira:lml wbo 'Wm: DGtpum 1D 
sucb 111:ticm_ sim. o, � or (u) t,y � lap1 camisl 1111 a wrhrma q,mian; cir (iiJ) 'by dio sllmoWm by • majazity i,atc al• quomm. al 
�&lay mcemis �calWfbrllldappasc. 

Smica 8.04 Qpgpl hu!rnmlffq;;j,-a1hc mdeamiffcadma pmvid.Ed by tlds Sr.mm dall m:c &c dlimxd m:hm¥O or-, odlol- inckmnffic•ri� 
pated mdar ,say pnllridoa at 111¥ 11111111, In ir. � Al1ictcs of lmapcmiou_ lhc.te. e,.._, � woco otsbmbak!a:I ar � 
� arodawisc,llolh a m■c:dan lah:iao:hcratlicialcapecilyd •U> •rfml iac»kc:apaca,wmJe1laldifa such�• lhall �• tDa 
pe11m1w11DlmcalCIICDbca � afll=r, �ar•a,mt.ashlllimncotlc bmdllclflallabmllql]�ofm:Jaapcrsmi. 
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Scclfcn8.IIS �- BxpaasafAcmrcd in dmimdlc1 • civil aramiiml acti1111, lllil. crpsvcccdilJ: • c=o:mplatcd m tllfJ Sa:sicm ma., lie pafd by 
Ibo c:aspamlim iD ldvam:a ofltm &nil dillposftm cflllch acdm, llit, crpnicccdiDa upcm • mi!fart:y vote ota pirmu at die Bcxud afDfraalm 111d apcm 
=dptof m um1maldDs by orcni bebalf otdle &actor. cdlicas, c:mplaym. 1W apat ID mpny l1ldl IUDIIIIZII er amoutsmdea ifjt is ullbnm.\Y darmmmcd that 
'° ara!zo&tommmliiadbytmompcnriaiias llilt1amimcl by11iia Scd!an. 

Scecim 8.06 Bsggg ctJn4awfflmim nm indcmnifiatim mu!mrimd by llais Sa:b w1I � ID 111 pmmt mut filmRI � offimtl. 
anp1ayca, ■lld apats aflb c:aspandm acd lblW c:aalima um atapcazms wbo cases ro ba drn:c:mal. oftlcm. caiplaycma. ar apm aflbD caparllicm, 
Cid dlall imzr8 tn die flcm:ftt ofl!m hrill. CDCldaD, ml mlmialealDa cf all ma pmam ud lhlD bo iD addifaa to all adza-fndamli!c:acfm pamfnad by 
rn,, 

am. 1aalmmm, 1be IDpOlltiml my pamwa ad IDUllflin fmumaco C111 bdmlf Clf q, pc:q:Clll wlo iaor'nl a 4flccla. employee. or qcnt afdzc 
� aria crMJ szniua at tbe rcquo&t oft!m � u a dlm:11r, o8ica; � or agm ol .llllCllfm carpCRlfaa, �jaim � 
crust, arcda auaptse ■pflst1111Y � mrmd llpimt Ima orlu:rmd iAcmtd t,y .tdmcirla ai q, a::h capKily, er ldliltaotir Clf'Jlisarha m1111111 
mm_ �WDCIC e!ioCCIJICIPCiaa wawdb,edmp111WVCoimlommiy him Grier apmsta, mdl Jillllillty md mda'dlelm1otlfll:S11tc oCfm:mpamlfoa, 
u lbD mac n.r 11.aadmrfleaacm:d armoclif!od. 

A1tI10.EIX 
FISCAL 'YEAR. 

111D iixa1ywaflfll:CO!pDnltiD1l l!rall lleflxed byn:mmkm oflbaBamd cfDfm:tm.. 

ARTICl.BX 
DIVIDENDS 

1bo Board of Dumars may 8mn limo lo time� ml me c:mpormm DIil)" paJ, di�dends Cll im oalS!mdina slims ID tfMt mumer mid OD the 
!mmallldcaadmmspoviulbycbAlticla,of'�cmmiddx:sc.Bykws. 

AR.Tia,E XI 
AMP.NDMBNTS 

AD B.,f&WI ofCbccapamlfaD, whedler ldaprcd bytba Bcmd ot'Dircdal artho� dml1 llomfljcct to m:nmdmcat. aJtcmtiDD. or npml by 
tbDBmnl afllin=D, md DCIV Bylaws may bama- e.a:ept fblt 

(a) NoBylnsadopll:d orltacm!ad IJy die s!mnito111mlh■Il bo aJtm:d armpcafcd by die Boal ofDim:lm. 
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(II) Na Bylaws dllll be adopted by tfll: Bamd cfDin:ctam whicb diaD RqmS mm elm a mqfmfty altbc 'laifngslm:9 ha qmmm at•� of 
� armomlflaaa�•CJflbYacca c:aaroeaas:cim1a ldfon bytlo� cuqiiwhdlzigberpmcallal::samm(l1iRd hyllir;m!ie!. 
D'lffllr lllll (i) itay B)'law rcip1lldag 1111 impmdmg dacliaD of c!i=ms ia dap1IIII ar amcudal gr n:pc:alcd 'by 8lc Boad ofDm:lmi, � sfllll Ibo set 
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UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE COMMISION 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 85150/February 15, 2019 

Admin. Proc. File No. 3-18811 

In the Matter of 

CEELOX, INC., TALON REAL ESTA TE 
HOLDING CORP., VIRTUAL SOURCING, 
INC., AND WINDSTREAM TECHNOLOGIES, 
INC. 

DECLARATION OF JOSHUA D. DRINEN IN SUPPORT OF 
RESPONDENT TALON REAL ESTA TE HOLDING CORP'S OPPOSfflON TO 

THE DMSION OF ENFORCEMENT'S MOTION FOR AN ORDER OF 
SUMMARY DISPOSfflON 

Joshua D. Brinen declares the following under the penalties of perjury. 

1.e I am principal ofBrinen & Associates, LLC, attorneys for Respondent Talon Reale

Estate Holding Corp. ("Talon"). 

2.e I make this declaration based on my personal knowledge of the facts stated herein.e

3.e I submit this declaration in support of Talon's Opposition to the Division ofe

Enforcement's Motion for an Order of Summary Disposition. 

4.e The complete list of Talon's delinquent filings, and the exact status of each, is ase

follows: 

Status 

Form IOK 2016 Prepared, Clearing Final Comments and 
completing PCAOB Req�ements 

Form lOQ March 2017 Prepared, under Review 

Form IOQ June 2017 Prepared, under Review 
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Form l0Q September 2017 Prepared, under Review 

Form IOK 2017 Prepared, under Review 

Form lOQ March 2018 Drafted 

Fonn l0Q June 2018 Drafted 

Fonn 1 0Q September 2018 Drafted 

5. In order to ensure regulatory compliance, Talon has developed and implemented 

the following internal controls: 

First, Talon has removed the former Chief Financial Officer from active management due 

to his severe medical issues. See, Exhibit C, Affidavit of Chief Executive Officer. 

Second, Talon has stopped Director Agar from participating beyond his traditional role in 

the filing process. See, Exhibit C. 

Third, Talon has hired a part-time Chief Financial Officer to organize the preparation and 

filing of the financial statements and notes. See, Exhibit C. 

Fourth, Talon has obtained sufficient funding to pay the prior auditors to release the prior 

workpapers and fund the compliance requirements. 

6. Talon has hired my firm for the sole and express purpose of ensuring regulatory 

compliance. The status of Talon's progress to that end is as follows: 

a. Negotiated a settlement and a payment with the PCAOB accountant to obtain 

PCAOB's release of the prior workpapers and to assist in the transition to the 

new auditors. 

b. Eng�ed with a new auditor, Turner Stone, who at the time of this submission, 

prepared to sign-off on the December 31, 2016 audit. 
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c. Engaged a comptroller consultant to assist in the preparation of the financial 

statements for audit by the new auditor Tum.er Stone. 

d. Engaged a new attorney to assist in preparation of the Securities and 

Exchange Commission filings. 

DATED: New York, New York 
March 25, 2019 
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UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 85150/February 15, 2019 

Ad.min. Proc. File No. 3-18811 

In the Matter of 

CEELOX, INC., TALON REAL ESTATE 
HOLDING CORP., VIRTUAL SOURCING, 
INC., AND WINDSTREAM TECHNOLOGIES, 
INC. 

DECLARATION OF MG KAMINSKI IN SUPPORT OF 
RESPONDENT TALON REAL ESTATE HOLDING CORP'S OPPOSffiON TO 

THE DMSION OF ENFORCEMENT'S MOTION FOR AN ORDER OF 
SUMMARY DISPOSITION 

I, MG Kaminski, affirm the following to be true under penalties of perjury: 

I.e My name is MG Kaminski.e

2.e I am the Chief Executive Officer of the named as a corporate defendant in thee

within action, Talon Real Estate Holdings Corp. (''Talon"). 

3.e I affinn these facts based upon my own personal knowledge of them.e

4.e I have served as Director and Chief Executive Officer of Talon during the timee

period in question. 

5. The company was created from a reverse merger with Guide Holdings in Junee

2013. 

6.e After three (3) years, Talon changed its Board of Directors.e

7.e At that time, all filings and reports were filed on time.e



  

19.e

8.e At that time we had Faegre Baker Daniels as Securities and Exchangee

Commission counsel and Baker Tilly as audit firm. 

9.e Upon changing of board members in 2016, Marc Agar ("Agar") became a boarde

member. 

10.e At the same time, Keith Gruebele ("Gruebele") was appointed Chief Financiale

Officer. 

11.e During the summer of 2016, I noticed that Gruebele was having some 

. 

12.e I suggested he go to Mayo Clinic in Rochester, Minnesota.e

13.e For about six months, Gruebele traveled to the Mayo Clinic weekly in hope ofe

having the . 

14.e Finally, Gruebele was with a that 

. 

15.e During Gruebele's , Agar, as a first time public board member, becamee

increasingly micro managerial of accounting and management. 

16.e Agar made numerous daily calls to management and the audit finn of Baker Tilly.e

17.e Our attorney at the time at Faegre also mentioned that Agar was becoming a "lot."e

18.e Both the auditors and attorneys resigned due to Agar's attempt at micro managinge

and harassing all of the service providers. 

Both the auditors and attorneys resigned immediately prior to the filing of thee

Form 2016 1 OK in mid 20 I 7. 

20.e Both the auditors and attorneys resigned causing significant damage to Talon.e

21.e New counsel and auditors were engaged in early 2018.e

2 
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22.e Talon has hired Turner, Stone & Company LLPe

23.. Turner, Stone & Company LLP is a certified public accounting fum.e

24.e Turner, Stone & Company LLP is certified as a Public Company Accountinge

Oversight Board (PCAOB) audit finn. 

25.e Talon has hired Brinen & Associates, LLC to act as attorneys for the corporation.e

26.e Talon has been using Clifton Larson Allen LLP to do interim work to help get alle

the filings ready for audit. 

27.e Recently Talon has a new part time Chief Financial Officer.e

28.e During the ensuing period I have been Chief Executive Officer of the company, Ie

have endeavored to resolve each issue. 

29.e The company acknowledges that it has not been able to file the necessary reports.e

30.e It has not been able to do so for the following reasons:e

a.e The prior audit finn had prevented the new management from obtaininge

access to the necessary books and records to move forward with thee

preparation of the required filings;e

b.e The Director Agar has blocked current auditors from moving forward with thee

preparation of the required filings;e

c.e The company had to obtain the necessary funding to accomplish these tasks.e

31.e To that end, the company has done the following:e

a.e Engaged with a new auditor, Turner Stone, who at the time of this submission,e

prepared to sign•off on the December 31, 2016 audit.e
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b.e Engaged a comptroller consultant, Clifton Larson Allen LLP, to assist in thee

preparation of the financial statements for audit by the new auditor Turnere

Stone.e

c.e Engaged a new attorney to assist in preparation of the Securities ande

Exchange Commission filings.e

32.e The new attorney, auditor, and the comptroller consultant have set a schedule toe

remediate the open issues. To date, the company has accomplished the following: 

a.e Talon is prepared to file the December 31, 2016 1 OK Annual Report. A copye

of that filing is attached as Exhibit l;e

b.e Talon has prepared the March 31, 2016 1 OQ Quarterly Report, but has note

filed the 1 OQ at the time of this submission. A copy of that filing is attachede

as Exhibit 2;e

c.e Talon has prepared the June 30, 2016 lOQ Quarterly Report, but has not filede

the I OQ at the time of this submission. A copy of that filing is attached ase

Exhibit 3;e

d.e Talon has prepared the September 30, 2016 1 OQ Quarterly Report, but has note

filed the I OQ at the time of this submission. A copy of that filing is attachede

as Exhibit 4;e

e.e Talon bas prepared the December 31, 2017 1 OK Annual Report, but has note

filed the 1 OK at the time of this submission. A copy of that filing is attachede

as Exhibit 5;e
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f. Talon has drafted the March 31, 2017 I OQ Quarterly Report, but has not filed 

the 1 OQ at the time of this submission. A copy of that filing is attached as 

Exhibit 6; 

g. Talon has drafted the June 30, 2017 IOQ Quarterly Report, but has not filed 

the I OQ at the time of this submission. A copy of that filing is. attached as 

Exhibit 7; 

h. Talon has drafted the September 30, 2017 1 OQ Quarterly Report, but has not 

filed the 1 OQ at the time of this submission. A copy of that _filing is attached 

as Exhibit 8; 

i. Talon has drafted the December 31, 2017 IOK Annual Report, but has not 

filed the 1 OK at the time of this submission. A copy of that filing is attached 

as Exhibit 9. 

33. The company, the new attorney, auditor, and the comptroller consultant have all 

agreed that the company can and will maintain its quarterly filing once caught up. 

34. I am prepared to give testimony to the fact affied in this Affidavit. 

35. Further the deponent sayeth naught. 

Dated: Minneapolis, Minnesota 
March 21, 2019 

s 
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UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE COMMISION 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 85150/February IS, 2019 

Admin. Proc. File No. 3-18811 

In the Matter of 

CEELOX, INC., TALON REAL ESTATE 
HOLDING CORP., VIRTUAL SOURCING, 
INC., AND WINDSTREAM TECHNOLOGIBS, 
INC. 

DECLARATION OF CHERYL GORE IN SUPPORT OF 
RESPONDENT TALON REAL ESTATE HOLDING CORP'S OPPOSITION TO 

THE DMSION OF ENFORCEMENT'S MOTION FOR AN ORDER OF 
SUMMARY DISPOSITION 

I, Cheryl Gore, being duly swom, affirm the following under the penalties of perjury: 

1.e I have personal knowledge of the facts affirmed herein.e

2.e I am a partner in the accounting firm of Turner, Stone & Company LLP.e

3.e Turner, Stone & Company LLP is a certified public accounting firm.e

4.e Turner, Stone & Company LLP is certified public accounting finn that is ae

registered firm with the Public Company Accounting Oversight Board (PCAOB. 

5. Turner, Stone & Company LLP is the auditor of record for Respondent Talone

Real Estate Holding Corp. ("Respondent") and I, Cheryl Gore, am the engagement partner. 

6.e I have reviewed the draft of the December 31, 2016 Fonn 10-K Annual Reporte

but have not approved this document for filing at the time of this submission. A copy of that 

filing is attached as Exhibit I. 



7.e I have reviewed the initial draft of the March 31, 2017 Form 10-Q Quarterlye

Report but have not approved this document for filing at the time of this submission. A copy of 

that filing is attached as Exhibit 2. 

8.e I have reviewed the initial draft of the June 30, 2017 Form 10-Q Quarterly Reporte

but have not approved this document for filing at the time of this submission. A copy of that 

filing is attached as Exhibit 3. 

9.e I have reviewed the initial draft of the September 30, 2017 Form 10-Q Quarterlye

Report but have not approved this document for filing at the time of this submission. A copy of 

that filing is attached as Exhibit 4. 

10.e I have reviewed the initial draft of the December 31, 2017 Form 10-K Annuale

Report but have not approved this document for filing at the time of this submission. A copy of 

that filing is attached as Exhibit 5. 

11.e I am prepared to give testimony to the fact affied in this Affidavite

12.e Further the deponent sayeth naught.e

Dated: Dallas, Texas 
March 25, 2019 

C'½(d� 
Cheryl Gore, CPA 

Sworn to before me this 

2--s+½iay or/l1a IT}, d() IC, 
J 

Notary Public 
Commission Expires: 
(Affix Notary Stamp or Seal) 

2 



Exhibit 1 



UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORMl0-K 

(Mark One) 
Iii ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 

EXCHANGE ACT OF 1934 

For the Fiscal Year Ended: December 31, 2016 

□ TRANSfflON REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the Transition Period from ___ to 

Commission fde number 000-53917 

TALON REAL ESTATE HOLDING CORP. 
(&act NIJIM of Registrant as Spedfted In Its Cllarllr) 

Utah 26-1771717 
(State or Other Jurlsdlt:tion of (1.R.S. Employer 

Incorporation or OrganlvlJion) ldentijicllllon No.) 

5500 Wayzata Boulevard, Suite 1070, Minneapolis, MN 55416 
(Address of Principal ExeClltive Offu:a, Including Zip Code) 

(612) 604-4600
(Regittrant's Telep/toM N•mber, Incilldlng Area Code) 

Securities registered pursuant to Section 12(b) of the Act: None 

Securities registered pursuant to Section 12(g) of the Act: 
Common Stock, par value $0.001 per share 

Title of Class 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 40S of the Securities Act. 
Yes D No IXI 

Indicate by check made if the registrant is not required to file reports pursuant to Section 13 or 15( d) of the Act. 
Yes D No IXI 

Indicate by check mark whether the registrant (l) has filed all reports required to be filed by Section 13 or 1S(d) of the Secmities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes IBI No □ 
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if 
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T 
(§229.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was requirede
to submit and post such files). Yes IE] No □ 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this 
chapter) is not contained herein, and will not be contain� to the best of registrant's knowledge, in definitive proxy 
or information statements incorporated by reference in Part Ill of this FoIDJ. 10-K or any amendment to this Fonn 
10-K. □ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer 
or a smaller reporting company. See the definitions of"large accelerated filer," "accelerated filer'' and "smaller 
reporting company" in Rule 12b-2 of the Exchange Act. 

Large Accelerated Filer □ Accelerated Filer □ 

Non-Accelerated Filer □ Smaller Reporting Company □ 

Emerging growth Company [i) 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes □ No Iii 

Indicate by check mark whether the registrant is an "emerging growth company"' (as defined in Section 2(a)(19) of 
the Securities Act). Yes IEl No □ 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended 
transition period for complying with any new or revised financial accounting standards provided pursuant to Section 
7(a)(2)(B) of the Securities Act Yes □ No Iii 

As of June 30, 2016, the last business day of the registrant's most recently completed second fiscal quarter, the 
aggregate market value of shares of the registrant's common stock held by non-affiliates of the registrant (based 
upon the price of$1 .00 at which our common stock last traded on the Over the Co1D1ter Bulletin Board prior to such 
date) was approximately $17,607,680. 

The number of shares of the registrant's common stock, par value $0.00 I per share, outstanding as of March 17, 
2017 was 17,265,981 shares. 
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SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION 

This Annual Report on Form 10-K contains forward-looking statements regarding us, our business 
prospects and our results of operations that are subject to certain risks and uncertainties posed by many factors and 
events that could cause our actual business, prospects and results of operations to differ materially from those that 
may be anticipated by such forward-looking statements. Factors that could cause or contribute to such differences 
include, but are not limited to, those described under the heading "Risk Factors" included in this Annual Report on 
Form 10-K. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak 
only as of the date of this report. In some cases, you can identify forward-looking statements by the following 
words: "anticipate," "believe," "continue," "could," "estimate," "expect," "intend," "may," "ongoing," ''plan," 
''potential," ''predict,

,
. "project," "should," ''will," "would," or the negative of these terms or other comparable 

terminology, although not all forward-looking statements contain these words. We undertake no obligation to revise 
any forward-looking statements in order to reflect events or circumstances that may subsequently arise. Readers are 
urged to carefully review and consider the various disclosures made by us in this report and in our other reports filed 
with the Securities and Exchange Commission that advise interested parties of the risks and factors that may affect 
our business. 
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JUMPSTART OUR BUSINESS STARTUPS ACT DISCLOSURE 

Our Company qualities as an "emerging growth company," as defined in Section 2(a) (19) of the Securities 
Act of 1933, as amended (the ''Securities Act"), as amended by the Jumpstart Our Business Startups Act (the "JOBS 
Act'l An issuer qualifies as an "emerging growth company'' if it has total annual gross revenues of less than $ 1.0 
billion during its most recently completed fiscal year, and will continue to be deemed an emerging growth company 
until the earliest of. 

•e the last day of the fiscal year of the issuer during which it had total aJUlual gross revenues of S 1.0 billione
or more;e

•e the Jastday of the fiscal year of the issuer following the fifth anniversary of the date of the first sale ofe
common equity securities of the issuer pursuant to an effective registration statement;e

•e the date on which the issuer has, during the previous three-year period, issued more than $1.0 billion ine
non-convertible debt; ore

•e the date on which the issuer is deemed to be a "large accelerated filer," as defined in Section 240.12b-2e
of the Securities Exchange Act of 1934 (the "Exchange Act'').e

As an emerging growth company, we are exempt from various reporting requirements. Specifically, we are 
exempt from the following provisions: 

•e Section 404(b) of the Sarbanes-Oxley Act of 2002, which requires evaluations and reporting related to ane
issuer's internal controls;e

•e Section 14A(a) of the Exchange Act, which requires an issuer to seek shareholder approval of thee
compensation of its executives not less frequently than once every three years; ande

Section 14A(b) of the Exchange Act, which requires an issuer to seek shareholder approval of its so
called "golden parachute" compensation, or compensation upon termination ofan employee'se
employment.e

Under the JOBS Act, emerging growth companies may delay adopting new or revised accounting standards 
that have diffen,nt effective dates for public and private companies until such time as those standards apply to 
private companies. We have elected to use the extended transition period for complying with these new or revised 
accounting standards. Since we will not be required to comply with new or revised accounting standards on the 
relevant dates on which adoption of such standards is required for other public companies, our financial statements 
may not be comparable to the financial statements of companies that comply with public company effective dates. If 
we were to elect to comply with these public company effective dates, such election would be irrevocable pmsuant 
to Section 107 of the JOBS Act. 
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__ _ 

PARTI 

Item 1. Business 

Overview 

We are a real estate investment company focused on investing in office, industrial, hospitality, and retail 
properties located in the Midwest and South Central regions of the United States. We target properties located in the 
area bounded by Minnesota to the north and Texas to the south, and by Illinois to the east and Colorado to the west 
{ our "Target Area"), although we will consider properties outside this target area if we identify attractive 
opportwtlties. We believe these markets are currentJy under served in financing and market transaction options for 
which we can provide advantageous solutions. We believe the size and location of opportunities in this region will 
be a desirable fit for our real estat.e portfolio and can be pursued at attractive yields. 

Corporate Information and History 

We were incorporated in the State of Utah on November I, 2007, for the sole pwpose of becoming the 
holding company of Guidebook, which converted from a Utah limited liability company to a-Utah corporation on 
November I, 2007. Guidebook was organiud in the State of Utah as a limited liability company on June 16, 2003 
and was focused on providing "do-it-yourself' instructional manuals for residential electrical, plumbing, and 
remodeling applications. On June 7, 2013, we entered into contribution agreements with members of5130 Industrial 
S1reet, LLC ("5130 LLCj, and TalonRE, and with Talon OP, L.P. ('�alon OPj, collectively referred to as the 
"Formation Transactions" and changed our name to Talon Real Estate Holding Corp. On JW1e 7, 2013, we sold all 
of the outstanding shares of Guidebook to Kim McReynolds, divesting ourselves of our historic "do-it-yoW"Self" 
instructional manual business. The purchase price for the divestiture primarily consisted of the buyer's agreement 
for Guidebook to indemnify and hold our company hannless from certain liabilities arising from the sale. 

Substantially all of om assets are held by, and our operations are conducted through, Talon OP, which we 
refer to as our "Operating Partnership". We are the sole general partner of the Operating Partnership, and, as such, 
we generally have the exclusive power to manage and conduct the business and affairs of the Operating Partnership, 
subject to certain limited approval and voting rights of the limited partners, that are described more fully herein. As 
of December 31, 2016, we owned 65% of the common units of the Operating Partnership that holds our portfolio of 
commercial properties. 

Organizational Structure in 2016 

Talon Real Estate Holding Corp 

(Talon OP, LP General Partner) 

TalonOP,LP Talon Management 
Services, LLC (Operating Partnership) 

·:I 
49% of 5130 Industrial 

Street,LLC 
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Organizational Structure In 2019 

[MG WILL PROVIDE] 

We intend to elect to be taxed as a REIT no sooner than the calendar year in which we qualify to be taxed as such 
under the Revenue Code, and it is advantageous to our shareholders for the Company to do so. Because we plan to 
conduct substantially all of our operations through our Operating Partnership, we intend to utiliz.e an Umbrella 
Partnership Real Estate Investment T� structure, or UPREIT, although we are cwrently not a REIT. This structure 
is designed to provide tax deferral benefits to property owners who contn'bute their property to our company. We 
believe using an UPREIT structure will give us an advantage in acquiring properties from persons who may not 
otherwise sell their properties because of unfavorable tax consequences or it may make our offer more competitive 
than the pure cash buyer. The UPREIT structure allows deferral of gain recognition by an owner of appreciated real 
estate if that owner contributes the real estate to the Operating Partnership in exchange for partnership interest. The 
.contributor's gain is deferred until the partnership interest is exchanged for our holding company's common stock. 

Our principal executive offices were located at 100 South First Street, #583357, �eapolis, Minnesota, 
55458-3357. {)J]rtelephone number is 612-604-4600. Our web address is www.talomeiLcom. The infonnation on, 
or otherwise accessible through, our website does not constitute a part of this report or any other report or document 
we file with or furnish to the Secwities and Exchange Commission . 

. Distribution Policy 

We intend to make quarterly distributions to our common shareholders when available. Upon electing 
REIT status, U.S. federal income tax law requires that a REIT distribute annually at least 900/o of its net taxable 
income, excluding net capital gains, and that it pay tax at regular corporate rates to the extent that it annually 
distn'butes less than 100% of its REIT taxable income, including capital gains. 

To the extent that in respect of any calendar year after we have elected to become a REIT, cash available 
for distribution is less than our taxable income, we could be required to sell assets to make cash distributions or 
make a portion of the required distribution in the form of a taxable stock distribution or distribution of debt 
secwities. We generally will not be required to make distributions with respect to activities conducted through any 
Taxable REIT Subsidiary (uTRS''). 

Dividends and other distributions will be authorized by our board of directors in its sole discretion out of 
funds legally available therefor and will be dependent upon a nwnber of factors, including actual results of 
operations, restrictions llllder the law of our st.ate of organization, our financial condition, our need to meet the 
distribution requirements of a REIT when elected, and other factors described below. We cannot assure you that our 
distributions will be made or sustained or that our board of directors will not change our distn'bution policy in the 
future. Any dividends or other distn'butions we pay in the future will depend upon our actual results of operations, 
economic conditions, debt service requirements and other factors that could differ materially from our current 
expectations. Our actual results of operations will be affected by a number of factors, including the revenue we 
receive from our assets, our operating expenses, interest expense and unanticipated expenditures. For more 
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infonnation regarding risk factors that could materially adversely affect our actual results of operations, please see 
"Risk Factors." 
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We anticipate that our distributions generally will be taxable as ordinary income to our shareholders, although a 
portion of the distributions may be designated by us as qualified dividend income or capital gain, or may constitute a 
return of capital. We will furnish annually to each of om shareholders a statement setting forth distributions paid 
during the preceding year and their characterization as ordinary income, return of capital, qualified dividend income 
or capital gain.Our Strategy 

Commercial real estate trends have been positive for an extended period of time. We believe there may be 
many potential sellers that are seeking an exit strategy now or in the near futme and we may be able to offer these 
sellers some advantages that make us a more competitive buyer. Our objective is to accumulate quality properties at 
attractive yields primarily in our Target Areas. 

We believe there is significant opportunity to acquire quality property by providing liquidity to the marlcet. 
We believe that our structme will provide investors more liquid equity with diversified real estate exposure. In tum, 
we anticipate that we will encourage real property owners to sell their properties to us increasing the size of our 
company and providing us with more diversified real estate holdings. We provide advantageous solutions for 
property owners due to our tax structure, which is similar to an UPREIT. This structure may be advantageous for 
real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in real estate, diversify 
their holdings, and seek potential future growth and liquidity by accepting Talon OP common units which can later 
be converted on a one for one basis for Talon Real F.state Holding Corp. common stock under the ticker "TALR" 
and/or Talon OP preferred units which provide rights to certain distributions and can later be redeemed for the 
liquidation preference and any accrued and unpaid distributions. We are currently not a REIT. 

Our strategy is to offer these tax deferred solutions to real estate owners as part of diversifying our 
shareholder base, creating liquidity and shareholder value. We currently believe hospitality, retail and student 
housing properties offer the most attractive return on equity metrics. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and east 
coasts and we will continue to explore additional investment options within this region to continue our mission to 
provide competitive returns in our sectors. 

We seek to provide investors the opportunity to have liquidity with real estate exposure in a geographically 
diversified portfolio with tactical asset allocation. Our strategy is to expand our property holdings to seek 
diversification by focusing on the following key elements: 

•o We will target office, industrial, hospitality and retail properties in our Target� ranging in sizeo
from 10,000 to 500,000 square feet although we may acquire properties outside of these parameters.o

•o The target market value for our properties is expected to be in the range of $1.0 million to $50 million,o
although we might acquire Jarger or smaller properties depending on the opportunities available to uso
and our access to capital or ability to issue equity interests as consideration.o

•o Our target properties ideally will be strategically situated in metropolitan areas not traditionallyo
explored by institutional investors. These may include secondary and tertiary markets in ouro
geographic territory.o

•o We plan to invest in both core income-producing properties requiring relatively small improvements oro
enhancements and value-added properties that will require more significant investments of capital oro
management attention (includ� but not limited to, leasing vacant space or extending expiring leases)o
that we expect to provide current income as well as the increased potential for higher long-term valueo
to our company. Our long-term plan is to invest in value-added properties while maintaining ao
significant part of our portfolio in core properties. Our investment allocation between these two typeso
of properties may significantly fluctuate in the short term as we seek the best opportunities.o

Our Competitive Stnogths 
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We believe the following competitive strengths distinguish us from other property owners and will enable 
us to capitalize on the economic conditions in our target real estate markets as we seek to expand our portfolio: 

•s &perienced Management Team with &tensive F.xperience and Network. Our management team, leds
by MG Kaminski, our ChiefExecutive Officer has extensive experience in the real estate industty ands
bas cultivated an extensive network of contacts that we expect to tap to identify acquisitions
opporbmities. Mr. Kaminski has over 25 years of experience in purchasing, selling, managing, leasing,s
and constructing commercial real estate where he owned over 2.6 million square feet This squares
footage represented 32 buildings in office, industrial and retail space. His further experience includess
financing and structwing real estate deals through traditional banking institutions and brokerage firms.s
This diverse and extensive experience in all aspects of commercial real estate creates unique insight ins
the day-to-day operations as well as strategic portfolio level management of commercial properties. Hes
is well prepared to respond to all mamiers of tenant, property, financing and market issues, and he hass
significant lmowledge and an extensive network of contacts in the Minneapolis/St. Paul metropolitans
area and other similar markets in the Midwest to drive the acquisition and financing pipeline. He alsos
has significant asset management experience, serving as President of Wayzata Capital Management,s
LLC from August 1996 to December 2012.s

•s Committed and Incentivized Management Team. Our management team is committed to our operationss
and growth. As of December 31, 2016, our management team owned approximately 35% of ours
common stock thereby aligning management's interests with those of our shareholders. We expects
management will continue to hold a significant ownership interest in our company in the foreseeables
future including if we become subject to the ownership requirements under the Internal Revenue Codes
of 1986 (the "Code") for qualification as a REIT. To comply with these requirements, not more thans
50% of the value of the outstanding shares of our stock (after taking into account options to acquires
shares of stock) may be owned, directly, indirectly or through attribution, by five or fewer individualss
at any time during the 1ast half of a taxable year ( other than the first year for which an election to be as
REIT has been made). Our board of directors has significant experience in leadership roles for boths
private and public companies and we expect that they will be an invaluable source of leadership for ours
company.s

•s Disciplined Approach to l!nderwriting and Due Diligence. Before acquiring a property, our team ofs
real estate investment professionals, led by Mr. Kaminski, applies a disciplined underwriting and dues
diligence process. The due diligence process focuses on identifying properties in our target market thats
are located in metropolitan areas with historically strong, stable economies and stable or growings
populations, with an emphasis on areas of growth within these metropolitan areas. We also focus ons
identifying properties that can be acquired at prices we believe represent a strong value.s

•s UPREll Structure. Because we intend to conduct our operations through the Operating Partnership,s
our organizational structure will be considered an Umbrella Partnership Real Estate Investment Trust,s
referred to in our industty as an UPREIT. This structlll'e is designed to provide tax deferral benefits tos
property owners who contribute their property to our company. We believe using an UPREIT structw-es
will give us an advantage in acquiring properties from persons who may not otherwise sell theirs
properties because of wrfavorable tax results. Generally, a sale or contribution of property directly to as
REIT is a taxable transaction to the selling property owner. In an UPREIT structure, a seller of as
property who desires to defer taxable gain on the sale of property may contn'bute the property to thes
Operating Partnership in exchange for (i) common units in the partnership and defer taxation of gains
until the seller later elects to require the Operating Partnership to redeem all (but not less than all) ofs
their common units for cash equal to the then-cWTent value of an equal number of shares of ours
common stock ( determined in accordance with and subject to adjustment under the partnerships
agreement of our Operating Partnership), or, at our election, as the sole general partner, on behalf ofs
the Operating Partnership, to exchange their common units for shares of our common stock on a one
for-one basis, subject to certain adjustments and the restrictions on ownership and tran�fer of our stocks
or the Operating Partnership sells the property and/or Oi) Talon-OP preferred units which provides
rights to certain distributions and can later be redeemed for the liquidation preference � any accrueds
and unpaid distributions. This abmty to offer tax-deferred purchase terms could make us a mores
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attractive buyer to some property sellers. We are not currently qualified as a REIT and do not expect 
to qualify as a REIT during the cUJTent calendar year. 

Competition 

We believe that the competition for leasmg the properties we own and for �mpleting acquisition 
opportunities we may target is highly fragmented. We compete with REITs, institutional investors, public and 
private real estate companies, as well as other commercial real estate operators and developers who have properties 
in our vicinity and the areas where we target acquisitions. We believe that the following competitive factors 
influence our ability to attract tenants to our cmrent properties: location, price and terms, the appearance of 
properties and the speed at which we can execute leases. 

As leases at the properties we own and at any future properties we may acquire expire, we may encounter 
significant competition to renew or re-lease space. As a result, we may be required to provide rent concessions or 
abatements, mcur charges for tenant improvements and other inducements, including early termination rights or 
below-market renewal options, or we may not be able to timely lease vacant space. In that case, our financial 
condition, results of operations, cash flow, per share trading price of ow- common stock and ability to satisfy our 
debt service obligations and to pay dividends may be adversely affected. 

We believe that the following competitive factors will influence our ability to acquire additional properties 
and grow _our business: offer price, access to capital and abiltty to quickly identify and consummate transactions. 
Competition may have the effect of reducing the number of suitable acquisition opportunities available to us and 
increase the price required to conswnmate an acquisition opportunity. Likewise, competition with sellers of similar 
properties to locate suitable purchasers may result in us receiving lower proceeds from any sale we might seek to 
make or in us not being able to dispose of a property at a time of our choosing due to the lack of an acceptable 
return. 

Acquisition Pipeline 

We are continually engaging in internal research as well as informal discussions with various parties 
regarding our potential interest for acquisition opportmrities in different states throughout our primary geographic 
region. There is no assurance that any currently available properties will remain available, or that we will pursue or 
complete any of these potential acquisitions, at prices acceptable to us or at all. 

Talon RE, a wholly owned subsidiary of our Operating Partnership, has entered into a contribution 
agreement to acquire a 5 I% interest in 5130 LLC, subject to receiving consent to the ttansfer from the entity's 
lender. 5130 LLC owns an industrial complex consisting of two properties with approximately 171,639 rentable 
square feet located in Maple Plain, MN. 

Our Current Property Interests 

We currently own four properties located in and around the Minneapolis-St. Paul metropolitan area of 
Minnesota. 

On June 7, 2013, we acquired a 49% interest in an entity that owns an industrial complex consisting of two 
buildinp with approximately 171,639 square feet located in the Minneapolis-St. Paul metropolitan area. The 
buildings currently have a combined occupancy of 85%. We entered into a contribution agreement to acquire the 
remaining interest in this entity which dosed at the end of 2018. In March of2019 we entered into a purchase and 
sale agreement to sell this asset. 

On May 29, 2014, we completed the acquisition of a 227,000 square foot building situated on 20 acres of 
land in Minnetonka, MN that is currently 92% leased by over 100 tenants who are wholesale distributors. 
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On July 2, 2014, we completed the acquisition of a thirteen story office tower located in downtown St. 
Paul, MN totaling 856,223 total building square feet.that was 62% occupied at time of acquisition and is currently 
about 00% occupied by corporate and government tenants. In April 2015, we executed a lease for a significant new 
tenant that would increase the occupancy by over 21 % in the St. Paul building upon commencement of the lease. 
On January 27, 2017 we executed a second amendment to the lease which amended the original lease to a seven
year term with a commencement date of January 1, 2018. We exchanged this asset for Operating Units ofFirst 
Capital Reit in J1D1e of2018.-

On August 31, 2018, Talon OP, L.P. {Talon-OP), which is the entity through which Talon Real Estate 
Holding ·corp. ("Talon") conducts substantially all of its business, entered into a Contribution Agreement (the 
·"Antigua Contribution Agreement'') with First Capital Real Estate Trust, Incorporated ("Contributor''), through Firsts
Capital Real Estate Operating Partnership, L.P. (the "FC-OP''), its operating partnership, for the acquisition of thes
FC-OP's interests in and to Goat Head Hill and Dutchman's Bay, Island of Antigua (the "Antigua Project''),s
including, without limitation, that certain Memorandum of Agreement dated July 28, 2015 between Browns
McLennan, the FC-OP and the government of Antigua and Barbuda regarding the development of hotels on thes
properties known as Dutchman's Bay and Goat Head Hill on Antigua and the FC-OP's 100% ownership interest ins
Goat Head Hill Resort Development Ltd and Dutchman's Bay, an Antigua and Barbuda Corporation.s

Plll'suant to the Antigua Contnbution Agreement, the FC-OP agreed to transfer all of its interests in the 
Antigua Project to Talon-OP. In consideration for such transfer Talon-OP will issue to the FC-OP $30.0 million in 
units of its limited partnership interests ("LP Units"), or 12,000,000 LP Units based on a valuation of $2.50 per LP 
Unit. The LP Units will be payable in three installments over a two year period. The FC-OP has agreed to sign such 
documents at the Closing as are necessary in connection with its admission as a limited partner of the Company. 

On August 31, 2018, Talon OP, L.P. (Talon-OP), which is the entity through which Talon Real Estate 
Holding Corp. ("Talon") conducts substantially all of its business, entered into a Contribution Agreement (the 
"Hotels Contribution Agreement") with First Capital Real Estate Trust, Incorporated ("Contributor''), through First 
Capital Real Estate Operating Partnership, L.P. (the "FC-OP"), its operating partnership, for the acquisition of seven 
entities, as described in the Hotels Contribution Agreement. In consideration for.such transfer Talon-OP will issue to 
the FC-OP $14,796,765.00 in units of its limited partnership interests ("LP Units"), or 5,918,706 LP Units based on 
a valuation of $2.50 per LP Unit. The aggregate value of the Companies/Hotels is $40,790,000 and a credit for 
existing indebtedness ("Existing Indebtedness") of$25,993,235.00. The Existing Indebtedness is set forth on Exhibit 
B attached hereto. The FC-OP has agreed to sign such docmnents at the Closing as are nece�ary in connection with 
its admission as a limited partner of the Talon-OP. 

Pmsuant to the terms of the Hotels Contribution Agreement, Talon-OP's obligation to close upon the 
acquisition is subject to customary conditions to closing. This series of transactions closed in Winter 201812019. 

The following table sets forth information regarding our 5 largest tenants as of December 31, 2016. 

Percentage 
of Compaay's 

Percentage Total Base Rent 
ApproL or BaseReat for 

Total Company's for the tbeYear 

Proe!!:!l Location<•> 
180 E 5111 Street, 
Sl Paul, MN(4> 
180 E 5th Street, 
St.Paul,MN 
180 E 5th Street, 
St Paul, MN(2> 
5130 Industrial St, 
Maple Plain, l\..fN 

Tenant 1Ddus1!J! 

HealthCare 

Government 

Retail 

Construction 

Primary 
Use 

Office 

Office 

Office 

Industrial 

Leased 
Lease Sqaare 

E!J!iradon Feet 

4/30/2023(3) 119,490 

5/31/2020 89,130 

3/31/2020 102,577 

2/28/2021 59,500 

Reatablc 
Square 

Feet 

12%, 

9% 

10% 

6% 

Year Ended 
December 31, 

2016 

s 1,829,284 

$ 1,410,843 

$ 1,274,453 

$ 225,628 

Ended 
December 31, 

2016 

23% 

19% 

16% 

3% 
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1350 Budd Ave, Construction Industrial 2/28/2018 29,903 3% $ 106,517 1% 

Maple Plain, MN 

(1) The two properties located in Maple Plain, MN lease approximately IS% of the Company's rentable space and account for approximately 
5% of the Company's total base rent revenues for the year ended December 31, 2016. The property located in Minnetonka, MN leases 
approximately 16% of the Company's rentable space and accounts for approximately 18% of the Company's total base rent revenues for the 
year ended Decemberll,2016. No major tenants are located at the property in Minnetonka. MN. Tbe property located in St Paul, MN 
leases approximately 41 % of the Company's rentablc space and accounts for approximately 77% of the Company's total base rent revenues 
for the year ended December 31, 2016. 

(2) On March 7, 2017, tenant filed for Chapter 11 bankruptcy protection from its creditors. 
(3) Five-year lease extension signed in January 2017. 
(4) In June 2017, First Trust was sold 100% for Operating Units ofFirst Capital Operating Partnership, LP, a subsidiary ofFCREIT, Inc., a 

Maryland corporation operating as a nontraded REIT. 

The future square feet expiring for the current leases in place as of December 31, 2016 are as follows: 

Years ending December 31, 

5130 Industrial St 1350 Budd Ave 10301 Bren Rd 180ES1'St 

Mai!le Plain. MN Maele Plain, MN Minneton!!!z MN St.Paul.MN Total 

2017 
2018 
2019 
2020 

17,841 29,203 

164,472 

25,049 
20,981 

72,793 
20,981 

164,472 
0 

2021 
Thereafter 

59,500 59,500 
0 

77
i
341 29

2903 1641472 46
2
030 317:746 

Management may periodically sell certain properties including core income-producing and value-added 
properties for various rrasons based on individual circumstances and opportunities. Proceeds from the sale of such 
properties may be used to repay related property debt, pay transaction expenses, acquire or invest in other properties 
and for general corporate purposes including satisfying existing liabilities. 

Financing and Leverage Policy 

We anticipate using a number of different !>()urces to finance our acquisitions and operations, including 
cash flows from operations, issuance of debt securities or equity securities (which might be shares of our common or 
preferred stock or limited partnership units in the Operating Partnership that are redeemable for our common stock 
or provide rights to certain distributions), private financing (such as additional bank credit facilities, which may or 
may not be secured by our assets), asset sales, seller financing, property-level mortgage debt, or any combination of 
these sources, to the extent available to us, or other sources that may become available from time to time. Any debt 
that we incur may be recow-se or non-recourse and may be secured or tm.Secured. We also might consider joint 
venture or other partnering opportunities as they arise in order to acquire properties that would otherwise be 
unavailable to us. We may use the proceeds of our b01T0wings to acquire assets, to refinance existing debt or for 
general corporate purposes. 

Although we are not required to maintain any particular leverage ratio, we intend, when appropriate, to 
employ prudent amounts of leverage and to use debt as a means of providing additional fimds for the acquisition of 
assets, to refinance existing debt or for general corporate purposes. We expect to use leverage conservatively, 
assessing the appropriateness of new equity or debt capital based on market conditions, including prudent 
assumptions regarding future cash flow, the creditworthiness of tenants and future rental rates. Our articles of 
incorporation and bylaws do not limit the amount of debt that we may incur. As of December 31, 2016, our ratio of 
notes payable to total assets (net of accumulated depreciation) was approximately 86% based on the net depreciated 
cost of our properties. 

Our board of directors will consider a number of factors in evaluating the amount of debt that we may 
incur. Our board of directors may from time to time modify its views regarding the appropriate amount of debt 
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financing in light of then-current economic conditions, relative costs of debt and equity capital, market value of our 
portfolio, general conditions in the market for debt and equity securities, fluctuations in the market price of our 
common stock, growth and acquisition opportunities and other factors. Our decision to use leverage in the future to 
finance our assets will be at our discretion and will not be subject to the approval of our shareholders. 

Regulation 

Properties in which we plan to invest are subject to various covenants, laws, ordinances and regulations, 
including environmental regulations and regulations relating to common areas and fire and safety requirements. 

Americans with Disabilities Act 

Properties in which we plan to invest are subject to Title III of Americans with Disabilities Act, or the 
"ADA", to the extent that such properties are "public accommodations,, as defined by the ADA. The ADA may 
require removal of structural barriers to access by persons with disabilities in certain public areas of our properties 
where such removal is readily achievable. 

Environmental Matters 

Under various federal, state and local laws and regulations relating to the environment, as a current or 
former owner or operator of teal property, we may be liable for costs and damages resulting from the presence or 
discharge ofeh87.afdous or toxic substances, waste or petroleum products at, on, in, under, or migrating from such 
property or properties, including costs to investigate, clean up such contamination and liability for natural resources. 
Such laws often impose liability without regard to whether the owner or operator knew ot: or was responsible for, 
the presence of such contamination, and the liability may be joint and several. These liabilities could be substantial 
and the cost of any required remediation, removal, fines, or other costs could exceed the value of the property and/or 
our aggregate assets. In addition, the presence of contamination or the milure to remediate contamination at any 
properties we own or acquire may expose us to third-party liability for costs of remediation and/or personal or 
property damage or may materially adversely affect our ability to seli lease or develop the properties or to borrow 
using such property or properties as collateral. In addition, environmental laws may create liens on contaminated 
sites in favor of the government for damages and costs it incurs to address such contamination. Moreover, if 
contamination is discovered on any properties we own or acquire, environmental laws may impose restrictions on 
the manner in which the property may be used or businesses may be operated, and these restrictions may require 
substantial expenditures. 

The properties we own, and any properties we acquire in the future, may contain, have contained, or be 
adjacent to or near other properties that have contained or currently contain storage tanks for the storage of 
petroleum products or other hazardous or toxic substances. Similarly, any properties we own or acquire might have 
been used in the past for commercial or industrial purposes that involve or involved the use of petroleum products or 
other hazardous or toxic substances, or are adjacent to or near properties that have been or are used for similar . 
commercial or industrial purposes. As a result, such property or properties may have been or may be impacted by 
contamination arising from the releases of such hazardous substances or petroleum products. If we deem it 
appropriate in the future, we may take steps to address identified contamination or mitigate risks associated with 
such contamination; however, we are Wlllble to ensure that further actions will not be necessary. As a result of the 
foregoing, we could potentially in� materiat liabilities. 

Environmental laws also govern the presence, maintenance and removal of asbestos-containing building 
materials, or" ACBM'', and may impose fines and penalties for failure to comply with these requirements or expose 
us to third-party liability (e.g., liability for personal injmy associated with exposure to asbestos). Such laws require 
that owners or operators of buildin� containing ACBM (and employers in such buildings) properly manage and 
maintain the asbestos, adequately notify or train those who may come into contact with asbestos, and undertake 
special precautions, including removal or other abatement, if asbestos would be disturbed during renovation or 
demolition of a building. Any properties we own or acquire may contain ACBM and we could be liable for such 
damages, fines or penalties. 
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In addition, the properties we own or acquire will be, subject to various federal, state, and local 
environmental and health and safety requirements, such as state and local fire requirements. Such environmental and 
health and safety laws and regulations could subject us or our tenants to liability resulting from activities on the 
properties or the fuilure to comply with such requirements. Environmental liabilities could affect a tenant's ability to 
make rental payments to us. In addition, changes in laws could increase the potential liability for noncompliance� 
The costs associated with such liability could be substantial and could have a material adverse effect on us. 

When excessive moisture accumulates in buildings or on building materials, mold growth may occur, 
particularly if the moistllre problem remains undiscovered or is not addressed over a period of time. Some molds 
may produce airborne toxins or irritants. Indoor air quality issues can also stem from inadequate vent11ation, 
chemical contamination from indoor or outdoor sources, and other biological contaminants such as pollen, viruses 
and bacteria. Indoor exposure to airborne toxins or irritants above certain levels have been alleged to cause a variety 
of adverse health effects and symptoms, including allergic or other reactions. As a result, the presence of significant 
mold or other airborne contaminants at the properties we own or acquire could require us to undertake a costly 
remediation program to contain or remove the mold or other airborne contaminants from the affected property or 
increase indoor ventilation. In addition, the presence of significant mold or other airborne contaminants could 
expose us to liability from our tenants, employees of our tenants or others if property damage or personal injwy 
occurs. We are not presently aware of any material adverse indoor air quality issues at our cUITent properties. 

REIT QuaUf,cation 

We intend to elect to be taxed as a REIT for the calendar year in which we qualify to be taxed as such 
under the Revenue Code and it is advantageous to the shareholders to do· so. The earliest we could qualify would be 
our taxable year ending on December 31, 2017. Our qualification as a REIT will depend upon our ability to meet on 
a continuing basis, through actual investment and operating results, various complex requirements under the Code 
relating to, among other things, the sources of our gross income, the coqiposition and values of our assets, our 
distribution levels and the diversity of ownership of our shares. We believe that we have been organized in 
confonnity with the requirements for qualification and taxation as a REIT under the Code, and that our intended 
manner of operation will enable us to meet the requirements for qualification and taxation as a REIT. We intend to 
amend our articles to include certain restrictions to enable us to meet the requirements for qualification and taxation 
as a REIT. 

So long as we qualify as a REIT, we generally will not be subject to U.S. federal income tax on our REIT 
taxable income we distribute currently to our shareholders. If we fail to qualify as a REIT in any taxable year and do 
not qualify for certain statutory relief provisions, we will be subject to U.S. federal income tax at regular corporate 
rates and may be precluded from qualifying as a REIT for the subsequent four taxable years following the year 
during which we lose our REIT qualification. Even if we qualify for taxation as a REIT, we may be subject to 
certain U.S. federal, state and local taxes on our income or property. In addition, any TRS we own will be subject to 
U.S. federal, state and local taxes on its income or property. We do not currently qualify as a REIT in the cUITent 
calendar year. 

J,westment Company Act of 1940 

We intend to conduct our operations so that neither we nor any of our subsidiaries are required to register 
as an investment company under the Investment Company Act of 1940. 

Risk Management 

Our risk management activities are overseen by our board of directors. We will face various forms of risk 
in our business ranging from broad economic, commercial and industrial market and interest rate trends to more 
specific factors such as credit risk related to our tenants, ability to meet financial obligations under our loan 
agreements, leasing of properties and competition for properties. We also face risks related to our limited number of 
employees and significant debt load, as well as pending litigation. See also "Risk Factors." 

Insurance 
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We currently maintain property, liability, and umbrella coverage under a blanket policy for each property. 
We believe the policy specifications and insured limits covering our properties are appropriate and adequate given 
the relative risk of loss, the cost of the coverage and industry practice; however, our insurance coverage may not be 
sufficient to fully cover our losses. 

Employees 

w_e have structured our operations in a manner that minimizes overhead and relies on third parties to supply 
experience and expertise necessary to identify and exploit potential acquisition opportwrlties. We will attempt to 
minimi7.e general and administrative expenses by maintaining adequate levels of overhead and staff while 
outsourcing operational duties to consultants and independent contractors where appropriate. We currently have five 
full-time employees, but expect to eventually hire more employees appropriate for the development of our business. 

Executive Officers 

Set forth below are the names, ages and titles of the persons serving as our executive officers. 

Name Position 

MG.Kaminski 58 Chief Executive Officer 
Keith Gruebele 62 Chief Financial Officer 

MG Kaminski has served as our Chief Executive Officer and a Director since JWte 7, 2013. Mr. Kaminski 
has over 25 years of experience in managed, leased, and constructed real estate. Prior to joining us, he served as 
President of a variety of real estate companies, including Kasa Real Estate, LLC, a real estate property management 
company, from December 20 IO to June 7, 2013, WP Construction, LLC, a real estate construction company, from 
May 2006 to December 2012, Wayzata Properties, LLC, a real estate management company, from December 2003 
to December 2011 and WP Brokerage, LLC, a leasing real estate company, from October 2005 to December 2010. 
Mr. Kaminski also has significant asset management experience, seiving as President of Wayzata Capital 
Managem� LLC from August 1996 to December 2012. Mr. Kaminski's qualifications to serve on our board of 
directors include, among other skills and qualifications, his extensive experience as a manager and in the real estate 
industry. 

Keith Gruebele has served as our Chief Financial Officer since November 1, 2016. Prior to joining us, Mr. Gruebele 
served as the Director of Finance at Mid America Festivals from April 2016 through October 2016. He seIVed as an 
independent consultant from September 2015 through March 2016. From January 2010 through August 2015 he 
seived as Finance, Operations, Real Estate and Special Projects Leader at GLC Enterprises, Inc. Mr. Gruebele holds 
an inactive CPA license from the state of Minnesota. In August 2018, Mr. Gruebele stepped down from active 
management of the Company due to health reasons. 

Item IA. Risk Factors 

Set forth below and elsewhere in this Annual Report on Form 10-K, and in other documents we file with the 
Securities and Exchange Commission, are risks and uncertainties that could cause ow actual results to differ 
materially from the results contemplated by the forward-looking statements contained in this Annual Report on 
Form 10-K and in other written and oral communicatiomfrom time to time. Our business could be harmed by any 
of these risks. The trading price of our common stock could decline due to any of these risks. In assessing these 
risks, you should also ref er to the other information contained in this Annual Report on Form I 0-K, including our 
financial statements and related notes. 

RISKS RELATED TO OUR BUSINESS AND FINANCIAL CONDfflON 

We are a company with limited operating history for you to evaluale our business. 
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Our predecessor was incorporated in the State of Utah on November I, 2007, for the sole purpose of 
becoming the holding company of Guidebook, which focuses on providing "do-it-yourself' instructional manua1s 
for residential electrical, plumbing, and remodeling applications. We divested Guidebook in connection with the 
transactions forming our current business. We Conned our Operating Partnership in June 2013 and currently are 
engaged in the business of investing in office, industrial and retail properties located in our target markets. We have 
a limited operating history for you to consider in evaluating our business and prospects. In addition, our business 
plan involves significant expansion of our real estate holdings that have not been agreed upon as of the date of this 
filing. As a result, it is difficult for potential investors to evaluate our business and prospects. Our operations are 
subject to all of the risks, difficulties, complications and delays frequently encountered in connection with the 
formation of any new business,. as well as those risks that are specific to the real estate industry. 

The report of our Independent registered public accounting f,r,n expresses substantial doubt about our abUity to 
continue as a going concern. 

Our independent registered public accounting firm has indicated in its opinion attached to its audit report 
for the year ended December 31, 2016 that there is substantial doubt about our ability to continue as a going concern 
due to our expectation that projected funds from operations, together with current cash on hand, will be insufficient 
to meet worlcing capital requirements, to repay debt at maturity and other financing costs and to fund required 
capital expenditures and leasing costs. Our financial statements do not include any adjusttnent that might result from 
the outcome of this uncertainty. Any management plan to address our financial condition may be ineffective, and we 
cannot provide any assurance that we will be able to continue as a going concern. 

Our business plan requires additional liquidity and capital resources that might not be available on terms that are 
favorable to ua, or at all, which raises substantial doubt about our ability to continue as a going concern or 
restricts our abUity to grow and adversely affect our results of operations. 

We cmrently do not have available cash and cash flows from current operations to provide us with 
adequate liquidity for the foreseeable future. Om current liabilities exceed our unrestricted cash and we have very 
limited cash flow from current operations. As of December 31, 2016, we had Wll'estricted cash of$108,418 and 
current liabilities including tenant improvement allowances, unsecured debt, accounts payable and accrued expenses 
substantially in excess of the available cash. We therefore will require additional capital and/or increased cash flow 
from future operations to fund our ongoing busine�. There is no guarantee that we will be able to raise any required 
additional capital or generate sufficient cash flow from our current and future operations to fund our ongoing 
business. If the amount of capital we are able to raise together with our income ftom operations is not sufficient to 
satisfy our capital needs, we may be required to cease our operations or alter our growth plans. If we are unable to 
continue as a going concern, we may have to liquidate our assets and may receive less than the value at which those 
assets are carried on our consolidated financial statements, and it is likely that investors will lose all or a part of their 
investment. 

Any additional capital raised through the sale of equity or the issuance of equity in connection with 
property acquisitions may dilute the ownership percentage of our shareholders. This could also result in a decrease 
in the :fiur market value of our equity securities because our assets would be owned by a larger pool of outstanding 
equity. The tenns of securities we issue in future capita] transactions may be more favorable to our new investors, 
and may include preferences, superior voting rights and the issuance of warrants or other derivative securities, and 
issuances of incentive awards under equity employee incentive plans., which may have a further dilutive effect. Debt 
financing, if available, may involve restrictive covenants or additional security interests in our assets and would 
increase our expenses due to interest payment requirements. 

Our ability to obtain needed financing may be impaired by such factors as the health of and access to 
capital markets (both generally and in the real estate industry in particular), our status as a new enterprise without a 
significant demonstrated operating history, the substantial doubt about our ability to continue as a going concern,. 
and/or the loss of key management. We may incur substantial costs in pursuing future capital financing, including 
investment banking fees, legal fees, accounting fees, securities law compliance rees, printing and distn"bution 
expenses and other costs. We may also be required to recognize non-cash expenses in connection with certain 
securities we may issue, such as converttole notes and warrants, which may adversely impact our financial condition 
and results of operations. 
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We own real estaJe that is subject to financial and other covenants, as well as liens. We are not compliance with 
all of those covenants, which may consdtute an event of default under certain of our loan agreements and cause 
acceleration of certain indebtedness and the Initiation off oreclosure action against certain of our properties. 

All of the properties we own are subject to loan agreements requiring, among other covenants, compliance 
with certain financial and non-financial covenants. In the event we are unable to comply with the requirements of 
our borrowings, we may be subject to default, which could cause a lender to accelerate our indebtedness or to 
initiate a foreclosure action. Judgments against the borrower in excess of $100,000 or against the guarantors of our 
loans in excess of$250,000 that remain unpaid after 30 days constitute an event of default under our 10301 Bren 
Road loan agreements and judgments against the borrower or the guarantors of our loans in excess of $250,000 that 
remain unpaid after 60 days constitute and event of default under our 180 E 5lh Street loan. 

On February 27, 2017, a judgment in the amount of$719,365 was ordered against Talon Bren Road, LLC 
and Talon O.P. L.P. On March 27, 2017, Talon Bren Road, LLC received a notice of a default under the terms of 
our second mortgage agreement, the outstanding balance of which was $2.0 million as of December 31, 2016. On 
April 13, 2017, Talon Bren Road, LLC, Talon O.P. and Talon Real Estate Holding Corp. received a notice and 
acceleration of demand for payment of amounts outstanding under our first mortgage loan agreement, the balance of 
which was approximately $10.7 million as of December 31, _2016. On Jlllle 23, 2017 the amounts outstanding on 
the first and second mortgage were refinanced with a new lender and the judgment in the amount of $719,365 was 
satisfied out of the proceeds of the refinancing. 

On April 7, 2017, a judgment in the amount of$897,695 was ordered against Talon Real Estate Holding 
Company and Talon O.P. L.P,ejointly and severally. On May 31, 2017, the Court granted a Charging Order against 
the Company and Talon O.P.L.P where the Company and Talon O.P.L.P are required to pay all profits and 
distributions to the plaintiff until the full amowit of the judgment is paid and satisfied. 

Subsequent to the judgment and charging order, in April 2018, the judgment was fully satisfied by the 
Company, granting a second mortgage in favor of the judgment creditor. 

In June 2017, First Trust was sold 100% for Operating Units ofFirst Capital Operating Partnership, LP, a 
subsidiaiy ofFCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

On December 15, 2018, the Company entered into a termination agreement with the landlord. In exchange 
for vacating the premises, the accrued rent was forgiven. 

On December 31, 2018, the Company issued the 2,820,810 shares to First Tracks LLC. The shares have yet 
to be delivered. 

We could face difficulties in refmancing loans involving balloon payment obligations. 

Most of our mortgage loans require us to make a lwnp-sum or "balloon" payment at maturity. Our ability to 
make a balloon payment at maturity could be uncertain and may depend upon our ability to obtain additional 
financing, to refinance the debt or our ability-to sell the particular property. On April 8, 2017, we had a balloon 
payment due in the amowit of$4.3 million dolJars. As of the date of this report, the payment is past due and we 
have been unable to refinance it. lfwe continue to be in default or are unable to obtain a waiver from the lender, the 
lender may foreclose on the secured property or accelerate any amounts due. We may be required to sell the 
mortgaged property at a time which may not permit realiz.ation of the maximum return on such property. The effect 
of a refinancing or sale could affect the rate of return to shareholders and the projected time of disposition of our 
assets. lfwe are able to refinance the debt, we may not be able to obtajn terms as favorable as the original loan. The 
effect of a refinancing or sale could affect the rate of return to shareholders and the projected time of disposition of 
our assets. 
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We are subject to litigation proceedings that could hann our business if an unfavorable ruling were to occur. 

From time to time, we may become involved in litigation and other legal proceedings relating to claims 
arising from our operations in the normal course of business. As described in, but not limited to, Part I, Item 3, 
"4gal Proceedings" of this Form I 0-K, we are currently subject to certain legal proceedings. Litigation is subject to 
inherent uncertainties, and mtfavorable rulings may occur. We cannot assure you that these or other litigation or 
legal proceedings will not materially affect our ability to conduct our business in the manner that we expect or 
otherwise adversely affect us should an unfavorable ruling occur. 

Our lack of diversificadon increases the risk of an Investment in our company, and our financial condition and 
results of opera.ions may deteriorale if we fail to diversify. 

We cmrently own an interest in four commercial properties located in the Minneapolis-St Paul area. 
Although we intend to continue to acquire additional properties for our portfolio, our ability to diversify our 
portfolio will depend on our access to additional capital and financing sources and the availability of suitable 
acquisition targets. We also intend to finance some acquisitions with shares of our company's common stock or the 
Operating Partnership's limited partnership units so our ability to diversify may also depend on the willingness of 
real estate owners to exchange their real estate holdings for such securities, which we anticipate will have limited 
liquidity. Until such time as we are able to diversify our property holdings, if at all, our results of operations wHI 
depend on economic conditions in the Minneapolis-St Paul area and could fluctuate significantly depending on 
local economic filctors that are outside of our control. In addition, natmal disasters in this area, such as tornadoes, 
could significantly damage our cmrent property and materially and adversely affect our financial condition, results 
of operations and prospects. 

As of December 31, 2016, there was approximately $49.1 million of indebtedness secured by buildings in which 
we have an interest, which could expose us to default, prevent the disposition of any of the properties or result in 
a significant loss upon disposition of any of the properties. 

The appraised value or purchase price of acquired properties are not necessarily equal to the fair market 
value or the consideration we would receive if we disposed of the properties in arm's length transactions. If the fair 
market value of the property is less than the amolDlt of outstanding debt secured by the property, the entity that owns 
the property might not be able to dispose of it or, if it does dispose of the property, it could be at a substantial loss 
that would adversely affect our results of operations and financial condition. In addition, payments of principal and 
interest on the indebtedness related to the property may require us to contribute cash resources to operate the 
property, and indebtedness on any future properties we may acquire or seek to acquire in the futme could leave us 
with insufficient cash resources to operate our business or to pay dividends to our shareholders. 

We are dependent on key personnel and need to hire additional quaJi/ied personnel for our business to succeed. 

Our performance is substantially dependent on the performance of our senior management, including MG 
Kaminski, our Chief Executive Officer, and Keith Gruebele, our Chief Financial Officer. The loss of the services of 
any of our executive officers could have a material adverse effect on om business, results of operations and our 
financial condition. Our future success also depends on our continuing ability to attract and retain highly qualified 
managerial and other personnel. Competition for such personnel is intense and we may not be able to retain our key 
managerial and other employees or may not be able to attract and retain additional highly qualified managerial and 
other personnel in the future. The inability to attract and retain necessary managerial and other personnel could have 
a material adverse effect upon om business, results of operations and financial condition. 

We may not be able to operate as a REIT and our management team has no REIT experience. 

Our board of directors and executive officers have no prior experience operating a REIT. There is a risk 
that the past experience of our management team wm not be sufficient to operate our company as a REIT. We may 
not qualify to elect REIT status for the current calendar, or at all. Our failure to qualify as a REIT may have an 
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adverse effect on our tax position, financial condition, results of operations, cash flow and trading price of our 
common stock. 

Our management team has never run a public company. 

Our executive officers have no prior experience operating a publicly-traded company. There is a risk that 
the past experience of our management team will not be sufficient to timely meet discloSW'e requirements of the 
Securities and Exchange Commission (the "SEC") or otherwise comply with securities laws applicable to publicly
traded companies. Our failure to operate as a public company would have an adverse effect on our financial 
condition, results of operations, cash flow and trading price of our common stock. 

If our remedial measures are Insufficient to address material weaknesses and we are unable to maintain an 
eff edive sys�m of internal control over financial reporting, we may not be able to accurately report our f mancial 
results, timely fde our periodic reports, maintain ou,-,eporting status or prevent fraud. 

Our management is responsible for establisbing_and maintaining adequate internal control over financial 
reporting. In connection with our management's assessment of the effectiveness of our internal control over 
financial reporting as of December 31, 2016, we concluded there were two material weaknesses. Our management 
identified material weaknesses in internal control over financial reporting relating to our internal control 
environment and our period end financial reporting. In addition, we identified multiple significant deficiencies in 
our internal control over financial reporting. Under standards established by the Public Company Accounting 
Oversight Board, a material weakness is a deficiency, or combination of deficiencies, in internal control over 
financial reporting such that there is a reasonable possibility that a material misstatement of our annual or interim 
financial statements will not be prevented, detected or corrected on a timely basis. 

Although management has begun taking and intends to continue to take a number of steps to remediate the 
underlying causes of these material weaknesses (see "Item 9A Controls and Procedures - Management's Annual 
Report on Internal Control Over Financial Reporting" and"- Management Remediation Plan''), we cannot assure 
that this remediation will occur on a timely basis, or that the efforts to remediate the material wealmess will be 
effective. 

Moreover, if our remedial measures are insufficient to address the material weaknesses, or if additional 
material weaknesses or significant deficiencies in our internal control over financial reporting are discovered or 
occur in the future, then there exists a risk that our consolidated financial statements may contain material 
misstatements that are unknown to us at that time, and such misstatements could require us to restate out financial 
results. Our management or our independent registered public accounting firm may identify other material 
weaknesses in our internal control over financial reporting in the future. The existence of a material weakness in our 
internal control over financial reporting may result in current and potential stockholders and lenders losing 
confidence in our financial reporting, which could negatively impact the market price of our common stock or 
willingness of lenders to extend credit to our Company. 

In addition, the existence of material weaknesses in our internal control over financial reporting may affect 
our ability to timely file periodic reports under the Exchange Act and may consequently result in the SEC revoking 
the registration of our common stock or the delisting of our common stock.· Any of these events could have a 
material adverse effect on the market price of our common stock or on our busines� financial condition and results 
of operations. 

Our insurance may be inadequate to cover liabUities we may incur. 

Our ownership of real property may result in us becoming subject to liability.for pollution, property 
damage, personal injwy, death or other hazards. Although we expect to obtain insurance in accordance with industry 
standards to address such risks, such insmance bas limitations on liability that may not be sufficient to cover the full 
extent of such liabilities. In addition, such risks may not, in all circumstances, be insurable or, in certain 
circumstances, we may choose not to obtain insurance to protect against specific risks due to the high premiUIIls 
associated with such insurance or for other reasons. The payment of such uninsmed liabilities would reduce the 
funds available to us. If we suffer a significant event or occurrence that is not fully insured, or if the insurer of such 
event is not solvent, we could be required to divert funds from capital investment or other uses towards covering our 
liability for such events, and we may not be able to continue to obtain insurance on commercially reasonable terms. 
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We rely on revenues tkrivedftom key tenants. 

We derive significant revenues from certain key tenants. We could be adversely affected in the event of the 
bankruptcy or insolvency of, or a downturn in the business of, any of our key tenants, or in the event that any such 
tenant does not renew its leases as they expire or renews such leases at lower rental rates. 

Any bankruptcy filings by or relating to any of our tenants could bar us from collecting pre-bankruptcy 
debts from that tenant, unless we receive an order permitting us to do·so from the bankruptcy court. A tenant 
bankruptcy could delay our efforts to collect past due balances under the relevant leases, and could ultimately 
preclude full collection of these sums. 

On March 7, 2017, a key t.enant in one of our properties filed for Chapter 11 bankruptcy protection from its 
creditors. The details of the restructuring plan are unknown. The bankruptcy court might authorize the tenant to 
reject and terminate its lease with us. Our claim against the tenant for 1mpaid, future rent would be subject to a 
statutory cap that might be substantially less than the remaining rent actually owed imder the lease. In either case, 
our claim for 1mpaid rent may not be paid in ful� which could have a material adverse effect upon our business, 
results of operations and financial condition. (See Note 15). See "Item I -Our Current Property Interests" for 
quantified information with respect to the percentage of our minimlDll rents received from major tenants. 

RISKS RELATED TO OUR INDUSTRY 

Our ownership of commercial real estate Involves a number of risks, the effects of which could adversely affect 
our business. 

General economic and market risks. In periods during, or following, a general economic decline or 
recessionmy climate, our assets may not generate sufficient cash to pay expenses, �ervice debt or cover maintenance, 
and, as a result, our results of operations, cash flows and ability to pay dividends (if any) may be adversely affected. 
Several factors may adversely affect the economic performance and value of our properties. These factors include, 
among other things: 

•o changes in the national, regional and local economic climate;o

•o local real estate conditions such as an oversupply of properties or a reduction in demand for properties;o

•o the attractiveness of our properties to tenants or buyers;o

•o competition from other available properties;o

•o changes in market rental rates and related concessions granted to tenants such as free rent, t.enanto
allowances and tenant improvement allowances; ando

•o the need to periodically repair, renovate and re-lease space.o

Uncertain economic conditions may adversely impact cmrent or future tenants and, accordingly, could 
affect their ability to pay rents owed to us pursuant to their leases. In periods of economic 1mcertainty, tenants are 
more likely to close less profitable locations or to declare banlauptcy, and, pursuant to various bankruptcy laws, 
leases may be rejected and thereby t.erminated. FW'thermore, our ability to sell or lease our properties at favorable 
rates, or at ali may be negatively impacted by general or local ecoµomic conditions. 

Our ability to collect rent from terumts may affect our ability to pay for adequate maintenance, insurance 
and other operating costs. Also, the expense of owning and operating a property is not necessarily reduced when 
circumstances such as market factors cause a reduction in income from the property. If a property is mortgaged and 
we are tmable to meet the mortgage payments, the lender could foreclose on the mortgage and take title to the 
property. In addition, interest rate levels, the availability of financing, changes in laws and governmental regulations 
(including those governing usage, zoning and taxes) may adversely affect our financial condition. 
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Leasing risk. Our operating revenues are dependent upon entering into leases with and collecting rents from 
tenants. In uncertain economic times, tenants whose leases are expiring may desire to decrease the space they lease 
or may be unwilling to continue their lease. When leases expire or are terminated. replacement tenants may not be 
available upon acceptable terms and market rental rates may be lower than the previous �ntractual rental rates. 
Also, during uncertain economic conditions, tenants may approach us for additional concessions in order to remain 
open and operating. The granting of these concessions may adversely affect our results of operations and cash flows 
to the extent that they result in reduced rental rates, additional capital improvements, or allowances paid to or on 
behalf of the tenants. 

Uninsured lo�s and condemnation costs. Accidents, terrorism incidents, tornadoes or other acts of God 
and other losses at our properties for any reason could adversely affect our operating results. Casualties may occur 
that significantly damage an operating property, and insurance proceeds may be less than the total loss incurred by 
us. We maintain casualty insurance under policies we believe to be appropriate, but some types of losses, such as 
those related to the termination of loager-tenn leases and other contracts, generally are not insured. Certain types of 
insurance may not be available or may be available on tenns that could result in large uninsured losses. Property 
ownership also involves potential liability to third pries for such matters as personal injuries occurring on the 
property. Such losses may not be fully insured. In addition to uninsured losses, various government authorities may 
condemn all or parts of operating properties. Such condemnations could adversely affect the viability of such 
projects. 

Environmental issues. Environmental issues that arise at our properties could have an adverse effect on our 
financial condition and results of operations. Federal, state and local laws and regulations relating to the protection 
of the environment may require a cUITent or previous owner or operator of real estate to investigate and clean up 
huardous or toxic substances or petroleum product releases at a property. If determined to be liable, the owner or 
operator may have to pay a governmental entity or third parties for property damage and for investigation and clean
up costs incurred by such parties in connection with the contamination, or perform such investigation and clean-up 
itself: Although certain legal protections may be available to prospective purchasers of property, these laws typically 
impose clean-up responsibility and liability without regard to whether the owner or operator knew of or caused the 
presence· of the regulated substances. Even if more than one person may have been responsible for the release of 
regulated substances at the property, each person covered by the environmental laws may be held responsible for all 
of the clean-up costs incurTed. In addition, third parties may sue the owner or operator of a site for damages and 
costs resulting from regulated substances emanating from that site. Unidentified environmental liabilities could have 
an adverse effect on our financial condition and results of operations. 

Liquidity risk. Real estate investments are relatively illiquid and can be difficult to sell and convert to cash 
quickly, especially if market conditions are not favorable. As a result, our ability to sell one or more of our 
properties, whether in response to any changes in economic or other conditions or in response to a change in 
strategy, may be limited. In the event we want to sell a property, we may not be able to do so in the desired time 
period, the sales price of the property may not meet our expectations or requirements, and we may be required to 
record an impairment loss on the property as a result 

We face possible risks associated with the physical effects of climate change. 

We cannot assert with certainty whether climate change is occurring and, if so, at what rate. However, the 
physical effects of climate change could have a material adverse effect on our properties, operations and business. 
To the extent climate change causes changes in weather patterns, our markets could experience increases in storm 
intensity. Over time, these conditions could result in declining demand for office space in our buildings or our 
inability to operate the buildings at all. Climate change may also have indirect effects on our business by increasing 
the cost of ( or making unavailable) property insurance on terms we find acceptable, increasing the cost of energy 
and increasing the cost of spow removal or repairs and.maintenance at our properties. There can be no assurance that 
climate change will not have a material adverse effect on our properties, operations or business. 

Data security breaches may cause damage to our business and reputation. 
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In the ordinary oourse of our business we maintain sensitive data, including our proprietary business 
information and the infonnation of our tenants and business partners, in our networks. Notwithstanding the security 
measures undertaken, our information technology may be vulnerable to attacks or breaches resulting in proprietary 
information being publicly disclosed, lost or stolen. There can be no assurance that our security efforts and measures 
will be effective or that attempted security breaches or disruptions would not be successful or damaging. Protected 
information, networks, systems and facilities remain vulnerable because the techniques used in such attempted security 
breaches evolve and may not be recognized or detected until lallllched against a target Accordingly, we may be llllable 
to anticipate these techniques or to implement adequate security barriers or other preventative measures. 

Data and security breaches could: 

• disrupt the proper functioning of our networks and systems and therefore our operations and/or those of our 
client tenants; 

• result in misstated financial reports, violations of loan covenants, missed reporting deadlines, and/or missed 
permitting deadlines; 

• result in our inability to properly monitor our compliance with the rules and regulations regarding our 
qualification as a REIT; 

• result in the unauthorized access to, and destructi� loss, theft, misappropriation, or release of proprietary, 
confidential, sensitive, or otherwise valuable information of ours or others, which others could use to 
compete against us or for disruptive, destructive, or otherwise harmful pmposes and outcomes; 

• result in our inability to maintain the building systems relied upon by our client tenants for the efficient use 
of their leased space; 

• require significant management attention and resources to remedy any damages that result; 
• subject us to claims for breach of contract, damages, credits, penalties, or tennination of leases or other 

agreements; and/or 
• damage our reputation among our client tenants and investors . 

Competition may Impede our ability to attract or retain tenants or re-let space, which could materially and 
adversely affect us. 

We face significant competition for tenants from other owners and operators of office, industrial and retail 
properties in the Minneapolis-St. Paul area and expect to experience similar significant competition in areas where 
we acquire additional properties. These competitors may possess more substantial resources and access to capital 
than we have, as well as greater expertise or flexibility in designing space to meet prospective tenants' needs, or may 
be more willing, especially in difficult economic times, to make space available to prospective tenants at lower 
prices than comparable spaces in our properties. Thus, competition could negatively affect our ability to attract and 
retain tenants and may reduce the rents we are· able to charge, which could materially and adversely affect us. 

Compliance or failure to comply with federal, state and local regulatory requirements could result in substantial 
costs. 

Our properties are subject to various federal, state and local regulatoey requirements, such as the Americans 
with Disabilities Act and state and local fire, health and life safety requirements. Compliance with these regulations 
may involve upfront expenditures and ongoing costs. If we fail to comply with these requirements, we could incur 
fines or other monetmy damages. We do not know whether existing requirements will change or whether 
compliance with existing or future requirements will require significant unanticipated expenditures that will affect 
our cash flows and results of operations. 

We may face risks associated with property acquisitions. 

We intend to invest in property acquisitions, which carry certain risks including: 

•o we may have difficulty fmding properties that are consistent with our strategy and that meet our
standards;o

•o we may have difficulty negotiating with new or existing tenants;o
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•e the extent of competition for a particular market for attractive acquisitions may hinder our desired levele
of property acquisitions;e

•e the actual costs and timing of repositioning or redeveloping acquired properties may be greater thane
our estimates;e

•e we may acquire properties subject to li�ilities and without any recourse, or with only limited recourse,e
with respect to unknown liabilities such as liabilities for clean-up of tmdisclosed environmentale
contamination, claims by tenants, vendors or other persons dealing with the former owners of thee
properties, liabilities incurred in the ordinary course of business and claims for indemnification bye
general partners, directors, officers and others indemnified by the former owners of the properties;e

•e the occupancy levels, lease-up timing and rental rates may not meet our expectations;e
•e the acquired property may be in a market that is wtfamiliar to us and could present additionale

unforeseen business challenges;e
•e acquired properties may fail to perform as expected;e
•e the timing of property acquisitions may lag the timing of property dispositions, leading to periods ofe

time where projects proceeds are not invested as profitably as we desire;e
•e we may be tmable to obtain financing for acquisitions on favorable terms or at all; ande
•e we may be tmable to quickly and efficiently integrate new acquisitions into our existing operatic�e

and significant levels of management's time and attention could be involved in these projects,e
diverting their time from our day-to-day operations.e

Any of these risks could have an adverse effect on our results of operations and financial condition. In 
addition, we may acquire properties·subject to liabilities, and with no or limited recourse against the prior owners or 
other third parties. As a result, if a liability were asserted against us based upon ownership of those properties, we 
might have to pay substantial sums to settle or contest it, which could adversely affect our business, results of 
operations and cash flow. 

Pursuant to the Formation Transactions, our Operating Partnership acquired a 49% interest in an �tity that 
owns an industrial complex located in the Minneapolis-St. Paul metropolitan area. However, affiliates of MG 
Kaminski, our Chief Executive Officer, own the other SI% interest in the entity. Talon RE, a wholly owned 
subsidiary of our Operating Partnership, entered into a contribution agreement with Mr. Kaminski to acquire his 
remaining interest in the entity, s'1bject to receiving consent to the transfer from the entity's lender, but there can be 
no assurance that the lender will consent to the transfer or that we will ever acquire a controlling interest in the entity 
that owns the complex. 

We may acquire properties or portfolios of properties through tax deferred contribution transactions, which 
could result in dUution and limit our abUity to sell such assets. 

In the future we may acquire properties or portfolios of properties through tax deferred contribution 
transactions in exchange for partnership interests in the Operating Partnership, which may dilute our interest in our 
properties. This acquisition structure may have the effect of, among other things, reducing the amount of tax 
depreciation we could deduct over the tax life of the acquired properties, and may require that we agree to protect 
the respective contributor's ability to defer recognition of taxable gain through restrictions on our ability to dispose 
of the acquired properties or the allocation of partnership debt to the contributor to maintain their tax bases. These 
restrictions could limit our ability to sell an asset at a time, or on terms, that would be favorable absent such 
restrictions. 

Security breaches and other disruptions could compromise our information and expose us to liability, which 
would cause our business and reputalion to suffer. 

In the ordinary course of our business we acquire and store sensitive data, including intellectual property, 
our proprietary business information and personally identifiable information of our prospective and cwrent tenants, 
our employees and third-party service providers in our branch offices and on our networks and website. The secme 
processing and maintenance of this information is critical to our operations and business strategy. Despite our 
security measures, our information technology and infrastructure may be wlnerable to attacks by hackers or 
breached due to employee error, malfeasance or other disruptions. Any such breach could compromise our networks 
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and the information stored there could be accessed, publicly disclosed, lost or stolen. Any such access, disclosure or 
other loss of information could result in legal clahns or proceedings, liability under laws that protect the privacy of 
personal information, regulatozy penalti� disruption to our operations and the services we provide to customers or 
damage our reputation, which could adversely affect our results of operations and competitive position. 

RISKS RELATED TO FEDERAL INCOME TAX 

If we elect to be taxed as a REIT, any failure to qualify as a REIT for federal income 'lllx purposes could have a 
material adverse impact on us and our shareholders. 

Once we meet the specific criteria to qualify as a REIT and it is advantageous to the shareholders to do so, 
we intend to elect to be treated as a REIT for federal income tax purposes and operate in a manner to continue to 
qualify as a REIT. Qualification as a REIT involves the application of highly technical and complex provisions of 
the Internal Revenue Code (the "Code"), for which there are only limited judicial or administrative interpretations. 
Certain facts and circumstances not entirely within our control may affect our ability to qualify as a REIT. In 
addition, we can provide no assurance that legislation, new regulations, administrative interpretations or court 
decisions will not adversely affect our qualification as a REIT or the federal income tax consequences of our REIT 
status. 

If we were to fail to qualify as a REIT or maintain our REIT status, we would not be allowed a deduction 
for distnoutions to shareholders in computing our taxable income. In this case, we would be subject to federal 
income tax (including any applicable alternative minimum tax) on our taxable income at regular corporate rates. 
Unless entitled to relief under certain Code provisions, we also would be disqualified from operating as a REIT for 
the four taxable years following the year during which qualification was lost. As a result, we would be subject to 
federal and state income taxes which could adversely affect our results of operations and distributions to 
shareholders. Although we currently intend to operate in a manner designed to qualify as a REIT, it is possible that 
future economic, mark� legal, tax or other considerations may cause us to revoke the REIT election. 

In order to qualify as a REIT, under current law, we generally are required each taxable year to distribute to 
our shareholders at least 90% of our net taxable income (excluding any net capital gain). To the extent that we do 
not distribute all of our net capital gain or distribute at least 90%, but less than 100%, of our other taxable income, 
we are subject to tax on the undistributed amounts at regular corporate rates. In addition, we are subject to a 4% 
nondeductible excise tax to the extent that distributions paid by us during the calendar year are less than the sum of 
the following: 

•e 85% of our ordinary income;e
•e 95% of our net capital gain income for that year; ande
•e 1000/4 of our undistributed taxable income (includin_g any net capital gains) from prior years.e

We generally intend to make distributions to our shareholders to comply with the 90% distribution 
requirement to avoid cmporate-level tax on undistributed taxable income and to avoid the nondeductible excise tax. 
Distributions could be made in cash, stock or in a combination of cash and stock. Differences in timing between 
taxable income and cash available for dis1ribution could require us to borrow funds to meet the 90% distribution 
requirement, to avoid corporate-level tax on undistnbuted taxable income and to avoid the nondeductible excise tax. 
Satisfying the distribution requirements may also make it more difficult to fund new investment or development 
projects. 

If we elect to be taxed as a REIT, certain property transfers mq be characteriied as prohibited transactions, 
resulllng in a tax on any gain attributable to the transaction. 

From time to time, we may transfer or otherwise dispose of some of our properties. Under the Code, if we 
elect to be taxed as a REIT, any gains resultjng from transfers or dispositions, iiom other than a taxable REIT 
subsidiary, that are deemed to be prohibited transactions would be subject to a 100% tax on any gain associated with 
the transaction. Proh.loited transactions generally include sales of assets that constitute inventory or other property 
held for sale to customers in the ordinary course of business. Since we intend to acquire properties primarily for 
invesnnent purposes� we do not believe that our occasional transfers or disposals of property will be deemed to be 
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prohibited transactions. However, whether or not a transfer or sale of property qualifies as a prohibited transaction 
depends on all the facts and circumstances surrounding the particular transaction. The Internal Revenue Servic.e (the 
''IRS'') may contend that certain transfers or disposals of properties by us are prohibited 1ransactions. If the IRS were 
to argue successfully that a 1ransfer or disposition of property constituted a prohibited transaction, we would be 
required to pay a tax equal to 100% of any gain allocable to us from the prohibited transaction. In addition, income 
from a prohibited transaction might adversely affect our ability to satisfy the income tests for qualification as a REIT 
for federal income tax purposes. 

The stock ownership limit imposed by the Code far RE/Ts and our articles as we intend to amend it may restrict 
business combination opportanities. 

To qualify as a REIT under the Code, not more than 50% in value of our outstanding stock may be owned, 
directly or indirectly, by five or fewer individuals (as defined in the Code to include c.ertain entities) at any time 
during the last half of each taxable year after our first year in which we qualify as a REIT. We anticipate amending 
our articles such that, with certain exceptions, it would authorize our board of directors to take the actions that are 
necessary or appropriate to preserve our qualification as a REIT once we elect REIT status. Unless an exemption is 
granted by our board of directors, our articles are expected to prohibit the actual, beneficial or constructive 
ownership by any person of more than 10% in value or number of shares, whichever is more restrictive, of the 
outstanding shares of our common stock or more than 10% in value of the aggregate outstanding shares of all classes 
and series of our stock. In addition, our articles would generally prohibit beneficial or constructive ownership of 
shares of our capital stock by any person that owns, actually or constructively, an interest in any of our tenants that 
would cause us to own, actually or constructively, 10% or more of any of our tenants. Our board of directors may 
grant an exemption in its sole discretion, subject to such conditions, representations and undertakings as it may 
determine. 

These ownership limitations in our articles are common in REIT charters and are intended, among other 
pwposes, to assist us in complying with the tax law requirements and to minimize administrative burdens. However, 
these ownership limits might also delay or prevent a transaction or a change in our control that might involve a 
premium price for our common stock or otherwise be in the best interests of our shareholders. Our board of directors 
may grant MG Kaminski, our ChiefExecutive Officer, and his affiliates an exemption from the ownership limits. 

If we elect to be taxed as a REIT, complying with REIT requirements may a/feet our profltability and may force 
us to liquidate or forgo otheTH1/se aaradlve investments. 

To qualify as a REIT, we must continually satisfy tests concerning, among other things, the nature and 
diversification of our assets, the sources of our income and the amollllts we distribute to our shareholders. We may 
be required to liquidate or forgo otherwise attractive investments in order to satisfy the asset and income tests or to 
qualify under certain statutory relief provisions. We also may be required to make distributions to shareholders at 
disadvantageous times or when we do not have funds readily available for distribution. As a result, having to comply 
with the distribution requirement could cause us to: (1) sell assets in adverse market conditions; (2) borrow on 
unfavorable terms; or (3) distribute amounts that would otherwise be invested in future acquisitions, capital 
expenditures or repayment of debt Accordingly, satisfying the REIT requirements could have an adverse effect on 
our business results, profitability and ability to execute our business plan. Moreover, ifewe are compelled to liquidate 
our investments to meet �y of these asset, income or distribution te� or to repay obligations to our lenders, we 
may be unable to comply with one or more of the requirements applicable to REITs or may be subject to a 100% tax 
on any resulting gain if such sales constitute prohibited transactions. 

New legislation or administrative or judicial action, in each instance potentially with retroactive effect, could 
ma.Jee it more t/Jff,cult or impossible/or us to qualify as a REIT. 

The present federal income tax treatment of REITs may be modified, possibly with retroactive effect, by 
legislative, judicial or administrative action at any time, which could affect the federal income tax treatment of an 
investment in us. The federal income tax rules relating to REITs constantly are under review by persons involved in 
the legislative process, the IRS and the U.S. Treasmy Department, which results in frequent statutory changes and 
revisions to regulations and interpretations. Revisions in federal tax laws and interpretations thereof could adversely 
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affect us or cause us to change our investments and commitments and affect the tax considerations of an investment 
in us. 

RISKS RELATED TO OUR SECURITIES 

Our common stock is considered a "penny stock. n The application of the ''penny stock'" rules to our common 
stock could limit the trading and liquidity of our common stock, adversely affect the market price of our common 
stock and increase the transaction costs to sell those shares. 

Our common stock is a "low-priced'' security or "penny stockn under rules promulgated tmder the 
Secwities Exchange Act of 1934, as amended In accordance with these rules, broker-dealers participating in 
transactions in low-priced securities inust first deliver a risk disclosure document which descn'bes the risks 
associated with such stocks, the broker-dealers' duties in selling the stock, the customer's rights and remedies and 
certain market and other infonnation. Furthermore, broker-dealers must make a suitability determination approving 
the customer for low-priced stock transactions based on the customer's financial situation, investment experience 
and objectives. Broker-dealers must also disclose these restrictions in writing to the customer, obtain specific written 
consent from the customer, and provide monthly account statements to the customer. The effect of these restrictions 
will likely decrease the willingness of broker-dealers to make a market in our common stock, will decrease liquidity 
of our common stock and will increase transaction costs for sales and purchases of our common stock as compared 
to other securities. 

Shareholders may be diluted significantly through our efforts to obtain fu,andng or complete acquisitions 
through the issuance of addidonal shares of our common stock or limited partnership units of the Operating 
Partnership, which are redeemable for shares of our common stock. 

We are authorized to issue up to (I) 90,000,000 shares of common stock and (2) I 0,000,000 shares of 
preferred stock. Our board of directors has the authority, without action or vote of the shareholders, to issue all or 
part of the authorized but unissued shares of common stock and preferred stock with various preferences and other 
rights. Additionally, the limited partnership units of the Operating Partnership are redeemable for shares of our 
common stock, and we, as the sole general partner, are authorized to issue additional interests in the Operating 
Partnership in the form of such units. Moving forward, we may attempt to conduct acquisitions and/or mergers of 
other entities or assets using our common stock or limited partnership units of the Operating Partnership as payment 
for such transactions. If such transactions occur, this may result in substantial dilution of the ownership interests of 
existing shareholders, and dilute the book value of our common stock. 

The Over-the-Counter Bulletin Board is a quotation system, not an issuer listing service, market or exchange. 
Therefore, buying and selling stock on the OTC Bulletin Board is not as effu:ient as buying and selling stock 
through an exchange. As a result, it may be difficuh for you to sell your common stock or you may not be able to 
sell your common stock for an optimum trading price. 

Our common stock is quoted on the Over the Counter Bulletin Board (the "OTCBB"). The OTCBB is a 
regulated quotation service that displays real-time quotes, last sale prices and volume limitations in over-the-counter 
securities. Because rrades and quotations on the OTCBB involve a manual process, the market information for such 
securities cannot be guaranteed In addition, quote information, or even firm quotes, may not be available. The 
manual execution process may delay order processing and intervening price fluctuations may result in the.failure of 
a limit order to execute or the execution of a market order at a significantly different price. Execution of trades, 
execution reporting and the delivery oflegal trade confirmations may be delayed significantly. Consequently, one 
may not be able to sell shares of our common stock at the optimwn trading prices. 

When fewer shares of a security are being traded on the OTCBB, volatility of prices may increase and price 
movement may outpace the ability to deliver accurate quote information. Lower trading volumes in a security may 
result in a lower likelihood of an individual's orders being executed, and current prices may differ significantly from 
the price one was quoted by the OTCBB at the time of the order entry. Orders for OTCBB securities may be 
canceled or edited like orders for other securities. All requests to change or cancel an order must be submitted to, 
received and processed by the OTCBB. Due to the manual order processing involved in handling OTCBB trades, 

26 



order processing and reporting may be delayed, and an individual may not be able to cancel or edit an order. 
Consequently, one may not be able to sell shares of common stock at the optimum trading prices. 

The dealer's spread (the difference between the bid and ask prices) may be large and.may result in 
substantial losses to the seller of securities on the OTCBB if the common stock or other security must be sold 
immediately. Further, purchasers of securities may incur an immediate "paper" loss due to the price spread. 
Moreover, dealers trading on the OTCBB may not have a bid price for securities bought and sold through the 
OTCBB. Due to the foregoing, demand for securities tbat are traded through the OTCBB may be decreased or 
eliminated. 

In addition, we have made multiple filings of our reports wider the Securities Exchange Act of 1934 
following the required filing date. This could resull in our delisting from the OTC Bulletin Board. 

We expect volatility in the price of our common stock, which may subject us to securities litigation resulting in 
substantial costs and liabilities and d�ertlng management's attention and resources. 

The market for our common stock may be characterized by significant price volatility when compared to 
seasoned issuers, and we expect that our share price will be more volatile than a seasoned ismier for the indefinite 
future. In the past, plaintiffs have often initiated securities class action litigation against a company following 
periods of volatility in the market price of its securities. We may in the future be a target of similar litigation. 
Securities litigation could result in substantial costs and liabilities and could divert management's attention from our 
day-to-day operations and conswne resources. 

We are an "emerging growth company," under federal securities laws and we cannot be certain if the 
reduced reporting require111£nJs applicable to emerging growth companies will make our common stock less 
attractive to investors. 

We are an "emerging growth company," as defined in the JOBS Act For as long as we continue to be an 
emerging growth company, we may take advantage of exemptions from various reporting requirements that are 
applicable to other public companies that are not emerging growth companies, including not being required to 
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure 
obligations regarding executive compensation in our periodic reports and proxy statements and exemptions from the 
requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of any 
golden parachute payments not previously approved. The JOBS Act also permits emerging growth companies to 
take advantage of an extended transition period to comply with new or revised accounting standards applicable to 
U.S. public companies. We are electing to use the extended transition period for complying with these new or 
revised accounting standards. As a result, our financial statements may not be comparable to those of companies that 
comply with public company effective dates. We could be an emerging growth company for up to five years after 
our first sale of equity securities pursuant to an effective registration statement under the Securities Act, although we 
cou1d lose that status sooner if our revenues exceed $1 billion, if we issue more than $1 billion in non-convertible 
debt in a three-year period, or if the market value of our common stock held by non-affiliates exceeds $700 million 
as of any June 30 before that time, in which case we would no longer be an emerging growth company as of the 
following December 31. We cannot predict if investors will find our common stock less attractive because we may 
rely on these exemptions. 

We have not established a minimum distribution payment level and we cannot assure :,ou of our abUity to pay 
distributions in the future. 

We wiJl be generally required to distribute to our shareholders at least 90% of our taxable income each year 
for us to qualify as a REIT under the Internal Revenue Code, or the Code, for which we cmTently do not qualify. We 
have not established a minimum distribution payment level and our ability to pay distributions may be adversely 
affected by a number of factors, including the risk factors described herein. All distributions will be made at the 
discretion of our board of directors and will depend on ow earnings, financial condition, maintenance of our REIT 
qualification and other filctors that our board of directors may deem relevant from time to time. As a result., no 
assurance can be given that we will be able to make distributions to our shareholders at any time or that the level of 
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any distn1,utions will achieve any specific market yield or will increase or be maintained over time. Any firilure to 
achieve expected distributions could materially and adversely affect the price of our comm.on stock. 

We may employ leverage in thefutare which could expose us to additional risks, 11UlJ' impair our abUity to pay 
dividends and may adversely affect the market price of our common stock. 

If we incur indebtedness in the future to fund our growth or operations, it is likely that the instruments governing 
such indebtedness will contain covenants restricting our operating flexibility. We may incur debt that is secured by 
all or a portion of the properties in our portfolio. We will bear the costs and fees associated with any such 
occurrence and ongoing interest expense that will reduce the amollllt of funds available to common shareholders. 
Because our decision to issue .debt will depend on market conditions and other factors beyond our control, ·we cannot 
predict or estimate the amollllt, timing or nature of our future occurrence and any such occwrence could reduce the 
market price of our common stock. 

Certain provisions of our art/des may make a takeover dijju:ult even if such takeover could be beneficial to some 
of our shareholders. 

Our articles of incorporation authorize the issuance of "blank check" preferred stock with such designations, rights 
and preferences as may be detennined from time to time by our board of directors. Accordingly, our board is 
empowered, without further shareholder action, to issue shares or series of preferred stock with dividend, 
liquidation, conversion, voting or other rights that could adversely affect the voting power or other rights, including 
the ability to receive dividends, of our common shareholders. The issuance of such preferred stock could be utilized, 
lUlder certain circumstances, as a method of discouraging, delaying or preventing a change in control. Although we 
have no present intention of issuing any shares or series of preferred stock, we cannot guarantee that we will not 
make such an issuance in the future. 

A significant portion of our shares are subject to resale restrictions. This could CIJJISe low trading volume and 
liquidity of our common stock for the near Ju/Ure. 

All 17,265,981 of the shares of our common stock outstanding as of December 31, 2016 including 86,000 
of such shares issued in restricted stock grants to our executive officers and directors were subject to resale 
restrictions as a result of securities laws (including Rule 144 of the Secmities Act) or lock-up agreement at issuance. 
As of December 31, 2016, 9.2 million llllits of the Operating Partnership are exchangeable at the Company's 
discretion, for common shares of stock on a one-for-one basis, are subject to such resale restrictions. Because many 
of our shares are still subject to resale restrictions, there may be limited liquidity and trading volume of our common 
stock, which may lead to increased transaction costs for sales and purchases of our common stock as compared to 
other securities and the possible inability to identify a buyer for your shares. 

Certain of our officers and directors have suff,cient voting power to make corporaJe governance decisions that 
could ht111e a signiftcant effect on us and the other shareholders. 

MG Kaminski, our Chief Executive Officer, beneficially owns approximately 49% of our outstanding common 
stock on a fully diluted basis. As a result, Mr. � alone will be able to exert a significant degree of influence 
over our management and affairs and over matters requiring shareholder approval, including the election of directors 
and approval of significant corporate transactions. In addition, this concentration of ownership may delay or prevent 
a change in om control and might affect the market price of our common stock, even when a change in control may 
be in the best interest of all stockholders. Furthermore, the interests of this concentration of ownership may not 
always coincide with om interests or the interests of other shareholders. 

INTERNATIONAL RISKS 

The risks of doing business Internationally could lead to revenue decreases, cost increases, profit reductions, or 
disrupdons of business. 

The economic and political environments in which we do business internationally subject us to risk as a result of 
economic uncertainties, terrorist threats, travel-security measures, ownership restrictions, competition laws, cummcy 
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regulation and fluctuation, changes in governments and government policies, civil and political unrest, and a range 
of additional factors that may adversely affect our revenues, costs, operations, reputation, and profits. The risk 
factors involved in doing business in countries outside the United States include, but are not limited to, the 
fo Uowing: 

•e sudden changes in government, economic, or political policy; political and civil unrest; acts of terrorism;
international boycotts; and U.S. anti-boycott legislatione

•e anti-American sentiment abroade
•e economic instability in international marketse
•e changes in the exchange rate of foreign currencies, currency restructurings, hyperinflation, and deflation ine

markets in which we do businesse
•e disruptions as a result of weather, natural disasters, and outbreak of diseasee
•e other events affecting the desirability or difficulty of traveling to a particular regione
•e business corruption in international markets and the effects of anticorruption lawse
•e restrictions affecting currency conversion, the transfer of fimds, and the repatriation of earnings from

outside the United Statese
•e inflation, recession, interest rate fluctuations, political conflicts, and other sources of instability and changee

affecting the economic and political conditions that exist in a particular regione
•e potential adverse effects ofBrexite
•e local laws related to intellectual property rightse
•e forced nationalization of our properties by local governmentse
•e inadvertent failure to comply with laws regulating our international operations, including, but not limited

to, FCP A restrictions, trade sanctions admininstered by the OFCA, and laws and regulations of other
international jurisdictionse

CURRENCY RISKS 

Our expenses and revenues are affected by the foreign currencies with which we conduct business internationally. 
Exchange-rate•fluctuation may significantly affect our revenues and costs. Changes in exchange rates between U.S. 
dollars and the foreign currencies affect the recording of our foreign assets, liabilities, and income and may 
adversely affect our financial outcomes. 

Although the r isks of exposure to foreign currencies may be reduced by entering into foreign exchange derivitives 
with financial institutions to stabilize future exchange rates, the risk-reducing effects of such derivitives are limited, 
and they themselves introduce additional costs and risks. 

HOSPITALITY RISKS 

As the hospitality industry is seasonal. our revenues vary by season, depending on the location in which they operate 
and the client base they serve. 

Other � factors involved in doing business in the hospitality industry include, but are not limited to, the following: 

•e competition from similar businesses within the hospitality industl)'e
•e fluctuation in costs associated with employee compensation and benefits, food and beverage, insmance,

and utilitiese
•e fluctuations in government regulations and taxatione
•e costs, which vary by location, incurred in association with applicable laws and regulations, cultural

practices, local customs, governmental regulation, employee health-care coverage, and labore
•e the success of the travel intermediaries with whom we do business in securing patrons for our businessese
•e the services provided by the franchisees with which we do businesse
•e the availability of nece.,sary capital to cover investments, expenses, and debtse
•e changes in the markets in which we operate and in the supply and demand of products and services in the

hospitality industrye
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•e changes in business travel as result of alternative methods of conducting long-distance businesse
•e fluctuations in the cost of travel and the emergence of recreational and business alternatives in the productse

and services we providee
•e fluctuations and disruptions with regard to available labore

RISKS RELATED TO OUR ORGANIZATIONAL STRUCTURE 

Conflicts exist or could arise In the fulllre between the interests of our shareholders and the interests of the 
holders of limited partnership units in our Operating Partnership, which may impede business decisions that 
could belll!jil our shareholders. 

Conflicts of interest exist or could arise in the future as a result of the relationships between us and our 
affiliates, on the one hand, and our Operating Partnership or any partner thereof: the other. Our directors and officers 
have duties to our company under applicable Minnesota law in connection with their management of our company. 
At the same time, we, as the general partner of our Operating Partnership, have fiduciacy duties end obligations to 
our Operating Partnership in connection with the management of our Operating Partnership and its limited partners 
under Minnesota law and the partnership agreement of our Operating Partnership. Our fiduciary duties and 
obligations as general partner to our Operating Partnership and its partners may come into conflict with the duties of 
our directors and officers to our company. Ifwe become subject to and are unable to resolve any conflicts of 
interests, our business and results of operations could be materially and adversely impacted. 

The partnership agreement of our Operating Partnership provides that neither we nor our directors and 
officers are liable to our Operating Partnership for losses sustained, liabilities incurred or benefits not derived as a 
result of any act or omission, so long as such person acted in good faith and in the belief that such conduct or 
omission was in the best interests of our Operating Partnership. The partnership agreement provides for 
indemnification of us, our affiliates and each of our respective officers and directors to the extent those persons 
would be indemnified by us pursuant to our articles of incorporation if such persons were directors, officers, agents 
or employees of our company. The provisions of Minnesota law that allow the common law fiduciary duties of a 
general partner to be modified by a partnership agreement have not been resolved in a court oflaw, and we have not 
obtained an opinion of counsel covering the provisions set forth in the partnership agreement that purport to waive 
or restrict our fiduciary duties that would be in effect under common law were it not for the partnership agreement. 
As a result, our shareholders may have limited rights against us in connection with addressing conflicts of interest, 
which could limit their recourse against us in the event of actions we take with which our shareholders do not agree. 

Our organizational documents may inhiJ,lt a takeover that shareholders consider favorable. 

Provisions of our articles of incorporation and bylaws may delay or discourage transactions involving an 
actual or potential change in our control or change in our management, including transactions in which shareholders 
might otherwise receive a premium for their shares, or transactions that our shareholders might otherwise deem to be 
in their best interests. These provisions: 

•e permit our board of directors to issue up to l 0,000,000 shares of preferred stock, with any rights,e
privileges and preferences as our board may designate, including the right to approve an acquisition ore
other change in our control;e

•e provide that the authorized number of directors may be changed by an amendment to our bylaws bye
our board of directors;e

•e pennit the division of our board of directors into up to three classes;e
•e provide that all vacancies, including newly created directorships, may, except as otherwise required bye

law, be filled by the affumative vote of a majority of directors then in office, even if less than ae
quorum; ande

•e do not provide for cumulative voting rights.e

Also, to assist us in complying with the limitations on the concentration of ownership of a REIT imposed 
by the Code, we intend to amend our articles to prohibit any stockholder from beneficially or constructively owning 
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more than 10% by value or number of shares, whichever is more restrictive, of our outstanding shares of common 
stock, or I 0% by value or number of shares, whichever is more restrictive, of our outstanding capital stock. Only our 
board of directors, in its sole discretion, may waive the I 0% ownership limit with respect to a particular stockholder. 

Our board of directors and management team may change our investment and financing policies without 
shareholder approval and we may become more highly leveraged, which may increase our risk of default under 
our debt obligations. 

Our investment and financing policies are exclusively determined by our board of directors and 
management team. Accordingly, our shareholders do not control these policies. Further, our organizational 
docmnents do not limit the amount or percentage of indebtedness, funded or otherwise, that we may incur. Our 
board of directors may alter our policy on borrowing at any time without shareholder approval and we could become 
more highly leveraged, which could result in an increase in our debt service. Higher leverage also increases the risk 
of default on our obligations. In addition, a change in our investment policies, including the manner in which we 
allocate om resources across our portfolio or the types of assets in which we seek to invest, may increase our 
exposure to interest rate risk, real estate market fluctuations and liquidity risk. Changes to our policies with regards 
to the foregoing could adversely affect our financial condition, results of operations, cash flow and the trading price 
of our common stock. 

We are a holding company with no direct operations and, as such, we wUI rely on.funds receis,edfrom our 
Operating Partnership to pay liablllties, and the interests of our shareholders will be struclllral/y subordinated to 
all liabilities and obligations of our Operating Partnership and Its subsidiaries. 

We are a holding company and will conduct substantially all of our operations through our Operating 
Parmership. We do not have, apart from an interest in our Operating Partnership, any independent operations. As a 
result, we will rely on distributions from our Operating Partnership to pay any dividends we might declare on shares 
of our common stock. We will also rely on distributions from our Operating Partnership to meet any of our 
obligations, including any tax liability on taxable income allocated to us from our Operating Partnership. In addition, 
because we are a holding company, your claims as shareholders will be structurally subordinated to all existing and 
future liabilities and obligations (whether or not for borrowed money) of our Operating Partnership and its 
subsidiaries. Therefore, in the event of our bankruptcy, liquidation or reorganization, our assets and those of our 
Operating Partnership and its subsidiaries will be available to satisfy the claims of our shareholders only after all of 
our and our Operating Partnership's and its subsidiaries' liabilities and obligations have been paid in full. 

If we elect to be taxed as a REIT, dividends payable by REITs do not qualify for the reduced tax rates as,ai/able 
for some dividends. 

The maximum tax rate applicable to income from "qualified dividends" payable to U.S. shareholders that 
are individuals, 1rusts and estates is 15% (20% in the case of taxpayers whose income exceeds certain thresholds). 
Dividends payable by REITs, however, are not eligible for the reduced rates. Although these rules do not adversely 
affect the taxation of REITs or dividends payable by RElTs, investors who are individuals, trusts and. estates may 
perceive investments in REITs to be relatively less attractive than investments in the stocks of non-REIT 
corporations that pay dividends, which could adversely affect the value of the shares ofREITs, including the per 
share trading price of our common stock. 

Our Operating Partnership may issue addiJional partnership interests to third parties withoutthe consent of our 
shareholders, which would reduce our ownership percentage in our Operating Partnenhip and may have a 
dilutis,e effect on the illnDunt of distributions made to us by our Operating Partnership and, therefore, the anwunt 
of distributions we can lllllke to our shareholders. 

In connection with future acquisitions of properties or otherwise, we expect to issue additional partnership 
interests to third parties. Such issuances will reduce our ownership percentage in om Operating Partnership and may 
affect the amount of distributions made to us by our Operating Partnership and, therefore, the amount of 
distributions we can make to om shareholders. Because you will not dir�y own partnership interests, you will not 
have any voting rights with respect to any such issuances or other partnership level activities of our Operating 
Partnership. 
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-Jn order to elect to be taxed as a REIT,· we may seek to be amend provisions of our ardc/a of incorporaJion, 
which requires shareholder approval. We may not be able to receive thaJ shareholder approval 

In order to elect to be taxed as REIT, we would likely seek to make certain amendmen� to our articles of 
incorporation. Under Utah law, those amendments require shareholder approval. We may not be able to obtain the 
necessary approvals or, the cost of seek the approvals, may be too costly and prohibit us ftom seeking the 
approvals. In such instance, we would not elect to be taxed as a REIT and the taxable income to our shareholders 
may be higher. 

Item 1B. Unresolved Staff Comments 

None. 

Item 1. Properties 

Toe infonnation set forth under Item 1 ''Business - Our Current Property Interests" is incorporated herein 
by reference. 

Item 3. Legal Proceedings 

All of the properties we own are subject to loan agreements requiring, among other covenants, compliance 
with certain financial and non-financial covenants. In the event we are unable to comply with the requirements of 
our borrowings, we may be subject to default, which could cause a lender to accelerate our indebtedness or to 
initiate a foreclosure action. Judgments against the borrower in excess of$100,000 or against the guarantors of our 
loans in excess of$250,000 that remain unpaid after 30 days constitute an event of default under our 10301 Bren 
Road loan agreements and judgments against the borrower or the guarantors of om loans in excess of $250,000 that 
remain unpaid after 60 days constitute and event of default under om 180 E 5th Street loan. 

On February 27, 2017, a judgment in the amount of $719,365 was ordered against Talon Bren Road, LLC 
and Talon O.P. L.P. On March 27, 2017, Talon Bren Road, LLC received a notice of a default under the terms of 
om second mortgage agreement, the outstanding balance of which was $2.0 million as of December 31, 2016. On 
April 13, 2017, Talon Bren Road, LLC, Talon O.P. and Talon Real Estate Holding Corp. received a notice and 
acceleration of demand for payment of amounts outstanding m1der om first mortgage loan agreement, the balance of 
which was approximately $10.7 million as of December 31, 2016. On June 23, 2017 the amounts outstanding on 
the first and second mortgage were refinanced with a new lender and the judgment in the amount of $719,365 was 
satisfied out of the proceeds of the refinancing. 

On April 7, 2017, a judgment in the amollllt of$897,695 was ordered against Talon Real Estate Holding 
Company and Talon 0.P. L.P,jointly and severally. On May 31, 2017, the Court granted a Charging Order against 
the Company and Talon O.P.L.P where the Company and Talon O.P .L.P are required to pay all profits and 
distributions to the plaintiff wrtil the full amount of the judgment is paid and satisfied. 

Subsequent to the judgment and charging order, in April 2018, the judgment was fully satisfied by the 
Company, granting a second mortgage in favor of the judgment creditor. 

In June 2017, First TIUSt was sold I 00% for Operating Units of First Capital Operating Partnership, LP, a 
subsidiary of FCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

On December 15, 2018, the Company entered into a termination agreement with the landlord. In exchange 
for vacating the premises, the accrued rent was forgiven. 
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to be delivered. 

Item 4. Mine Safety Disclosures 

Not applicable. 

On Dec.ember 31, 2018, the Company issued the 2,820,810 shares to First Tracks LLC. The shares have yet 
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PARTII 

Items. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 

Market Information 

The common stock of our predecessor, Guide Holdings, Inc., was listed for quotations on the OTCBB on 
December 28, 2010, under the symbol "GHGD." Our shares of common stock continued to be quoted on the 
OTCBB subsequent to June 7, 2013 under the symbol "TALR." There cmrently is no established trading market for 
shares of our common stock. We cannot give any assurance that any marlcet for our common stock will develop or 
be maintained. If an established trading market ever develops in the future, the sale of shares of our common stock 
that are deemed to be "restricted secmities" plll'Suant to Rule 144 under the Securities Act of 1933, as amended, by 
members of management or others may have a substantial adverse impact on any such market. In general, pursuant 
to Rule 144, non-affiliate stockholders may sell freely after six months subject only to the current public information 
requirement. Affiliates may sell after six months subject to the Rule 144 volume, manner of sale (for equity 
securities), current public information, and notice requirements. All current holders of shares of our common stock 
have satisfied the six-month holding period requirement of Rule 144. 

The following table sets forth, for the periods indicated over the last two years, the high and low prices of 
actual transactions on the OTCBB instead of bid and ask quotations due to limited trading volume. In the event 
there were no shares traded during the period, the last actual transaction price from a previous period was used. 

Closing Bid 
High Low 

2016 
January I -March 31, 2016 1.35 1.00 
April 1 - Jmie 30, 2016 1.00 1.00 

July I -September 30, 2016 1.00 0.5S 

October I -December 31, 2016 0.98 .0.98 

2015 
Janllllt)' 1- March 31, 2015 1.80 1.1S 

April I -June 30, 2015 1.80 1.75 
July 1 -September 30, 2015 1.50 0.81 
October I -December 31, 2015 1.35 1.35 

These prices were obtained from Bloomberg Finance, L.P. and do not necessarily reflect actual 
transactions, retail markups, mark downs or commissions. 

Stockholders of Record. As of December 31, 2016, we had over 106 stockholders ofrecord of our common 
stock, excluding holders whose stock is held either in nominee name and/or street name brokerage accounts. 

Dividends. Our predecessor did not declare any cash dividends and we have not declared any cash 
dividend subsequent to Jwie 7, 2013. We intend to elect to be taxed as a REIT for federal income tax purposes no 
earlier than with our taxable year ending December 31, 2018. Jn connection with electing to be taxed to qualify as a 
REIT, each year we must distn'bute dividends, other than capital gain dividends and deemed distributions of retained 
capital gain, to our shareholders in an aggregate amount at least equal to the sum of: 

•o 90% of our ''REIT taxable income," computed without regard to the dividends paid deduction and omo
net capital gain or loss, ando

•o 90% of our after-tax net income, if any, from foreclosme property, minuso
•o the sum of certain items of non-cash income.o
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If we elect to be taxed as a REIT, we must pay such distn'butions in the taxable year to which they relate, or 
in the following taxable year if either (i) we declare the distn'bution before we timely file our federal income tax 
return for the year and pay the distnbution on or before the first regular dividend payment date after such declaration 
or (ii) we declare the distribution in October, November or December of the taxable year, payable to shareholders of 
record on a specified day in any such month, and we actually pay the dividend before the end of Janumy of the 
following year. Toe distributions under clause (i) are taxable to the shareholders in the year in which paid, and the 
distributions in clause (ii) are treated as paid on December 31st of the prior taxable year. In both instances, these 
distn'butions relate to our prior taxable year for purposes of the 90% distribution requirement 

If we elect to be taxed as a REIT, we will pay federal income tax on taxable income, including net capital 
gaiI4 that we do not distribute to shareholders. Fmthennore, if we fail to distribute during a calendar year, or by the 
end of January following the calendar year in the case of distributions with declaration and record dates falling in the 
last three months of the calendar year we will be taxed on, at least the sum of 

•e 85% of our REIT ordinary income for such year,e
•e 95% of our REIT capital gain income for such year, ande
•e · any undistributed taxable income from prior periods.e

It is possible that we may not have sufficient cash to meet the distribution reqwrements discussed above. 
This could result because of competing demands for funds, or because of timing differences between the actual 
receipt of income and actual payment of deductible expenses and the inclusion of that income and deduction of such 
expenses in amving at our REIT taxable income. For example, we may not deduct recognized capital losses from 
our "REIT taxable income." Further, it is possible that, from time to time, we may be allocated a share ofnet capital 
gain attributable to the sale of depreciated property that exceeds our allocable share of cash attnoutable to that saJe. 
As a result of the foregoing, we may have less cash than is necessary to distribute taxable income sufficient to avoid 
corporate income tax and the excise tax imposed on certain undistributed income or even to meet the 90% 
distribution requirement. In such a situation, we may need to borrow funds, raise funds through the issuance of 
additional shares of common stock or, if possible, pay taxable dividends of our common stock or debt securities. 

Unregistered Sales of Equity Securities 

No private placement of the Company's shares of common stock was completed in 2016 that was not 
previously disclosed in a Form 10-Q or Fonn 8-K. 
Stock Repurchases 

None. 

Item 6. Selected Financial Data 

Not required for a smaller reporting company. 

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 
The following discussion and analysis of our financial condition and results of operations should be read 

together with our audited financial statements and related notes which are included elsewhere in this Annual Report 
on Form· I 0-K Our actual results could differ materially from those anticipated in the forward-looking statements 
included in this discussion as a result of certain factors, including, but not limited to, those discussed in "Risk 
Factors" included elsewhere in this Annual Report on Form I 0-K 

Overview 

Talon Real Estate Holding Corp is a publicly traded real estate corporation that invests primarily in single 
and multi-tenant office, industrial, hospitality and retail properties within the Midwest and South Central regions of 
the United States. It currently owns eleven properties. Headquartered in Minneapolis, MN and founded in June 
2013, Talon9s primary objective is to provide shareholders with attractive returns from investments in real estate 
through dividend distribution and growth. 
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On June 7, 2013, we acquired a 49% interest in an entity that owns an industrial complex consisting of two 
buildings with approximately 171,639 square feet located in the Minneapolis-St. Paul metropolitan area. The 
buildings currently have a combined occupancy of 85%. We entered into a contribution agreement to acquire the 
remaining interest in this entity which closed at the end of 2018. In March of 2019 we entered into a purchase and 
sale agreement to sell this asset. 

In 2014, we completed two acquisitions totaling approximately $58 Million and over one million in gross 
building square feet. On May 29, 2014, we completed the acquisition of a 227,000 square foot building situated on 
20 acres of land in Minnetonka, MN that was 100% leased by over-100 tenants who are wholesale distributors. This 
property contributes to our core stable income investment strategy. On July 2, 2014, we completed the acquisition 
of a thirteen-story office tower located in downtown SL Paul, MN totaling 856,223 total building square feet that 
was 62% occupied by corporate and government tenants at time of acquisition and is currently 60% oc.cupied. 
Management acquired the St. Paul property for its attractive value-add and growth potential. In April 2015, the 
Company executed a lease for a significant new tenant that would increase the occupancy by over 21 % in the St. 
Paul building upon commencement of the lease. On Janumy 27, 2017 we executed a second amendment to the lease 
which amended the original lease to a seven-year tenn with a commencement date of January 1, 2018. We 
exchanged this asset for Operating Units of First Capital Reit in June of 2018. 

On August 31, 2018, Talon OP, L.P. (falon-OP), which is the entity through which Talon Real Estate 
Holding Corp. ("Talon") conducts substantially all of its business, entered into a Contribution Agreement (the 
"Antigua Contnbution Agreement''} with First Capital Real Estate T� Incorporated ("Contributor"}, through First 
Capital Real Estate Operating Partnership, L.P. (the "FC-OP"), its operating partnership, for the acquisition of the 
FC-OP's interests in and to Goat Head Hill and Dutchman's Bay, Island of Antigua (the "Antigua Project''), 
including, without limitation, that certain Memorandum of Agreement dated July 28, 2015 between Brown 
McLennan, the FC-OP and the government of Antigua and Barbuda regarding the development of hotels on the 
properties known as Dutchman's Bay and Goat Head Hill on Antigua and the FC-OP' s 100% ownership interest in 
Goat Head Hill Resort Development Ltd and Dutchman's Bay, an Antigua and Barbuda Corporation. 

Pursuant to �e Antigua Contribution Agreement, the FC-OP agreed to transfer all of its interests in the 
Antigua Project to Talon-OP. In consideration for such transfer Talon-OP will issue to the FC-OP $30.0 million in 
units of its limited partnership interests (''LP Units''), or 12,000,000 LP Units based on a valuation of $2.50 per LP 
Unit The LP Units will be payable in three installments over a two year period. The FC-OP has agreed to sign such 
documents at the Closing as are necessary in connection with its admission as a limited partner of the Company. 
This transaction closed in November 2018. 

On August 31, 2018, Talon OP, L.P. (Talon-OP), which is the entity through which Talon Real Estate 
Holding Corp. ("Talon") conducts substantially all of its business, entered into a Contribution Agreement (the 
"Hotels Contribution Agreement") with First Capital Real Estate Trust, Incorporated (''Contributor"), through First 
Capital Real Estate Operating Partnership, L.P. (the "FC-OP"), its operating partnership, for the acquisition of seven 
entities, as descnbed in the Hotels Contribution Agreement. In consideration for such transfer Talon-OP will issue to 
the FC-OP $14,796,765.00 in units ofns limited partnership interests ("LP Units"), or 5,918,706 LP Units based on 
a valuation of $2.50 per LP Unit. The aggregate value of the Companies/Hotels is $40,790,000 and a credit for 
existing indebtedness ("Existing Indebtedness''} of$25,993,235.00. _The Existing Indebtedness is set forth on Exhibit 
B attached hereto. The FC-OP bas agreed to sign such documents at the Closing as are necessary in connection with 
its admission as a limited partner of the Talon-OP. 

Pursuant to the terms of the Hotels Contribution Agreemen� Talon-OP's obligation to close upon the 
acquisition is subject to customary conditions to closing. This series of transactions closed in Winter 2018/2019. 

Facton That May Influence Our Operating Results 

Acquisition Strategy. We plan to grow our business through the acquisition ofnew prop�es, initially 
targeting properties that meet the criteria described above under "--Overview" and elsewhere in this report. We 

36 

https://of$25,993,235.00
https://14,796,765.00


stock. 

expect the properties we acquire will be subject to mortgage financing and other indebtedness that we will assume or 
refinance. Debt service on such indebtedness will have a priority over any distn"butions with respect to our common 
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Rental Revenue. The amount ofnet rental revenue generated by our properties depends primarily on our 
ability to maintain the occupancy rates of currently leased space and to lease space that becomes available. As of 
December 31, 2016, our properties were 73% leased. We believe that the average rental rates for our properties are 
generally equal to the CWTent average quoted market rates. Negative trends in one or more of these factors could 
adversely affect our rental revenue in future periods. Future economic downturns affecting the Minneapolis-St Paul 
metropolitan area or our other location or downturns in our tenants' businesses that impair our ability to renew 
leases or re-let space or the ability of our tenants to fulfill their lease commitments could adversely affect our 
revenues. In addition, growth in rental revenue primarily will depend on our ability to acquire additional properties 
that meet our invemnent criteria. 

Conditions in Our Markets. Our cmrent properties are located in the Minneapolis-St. Paul metropolitan 
area, Texas, Oklahoma, and Antigua. Positive or negative changes in economic or other conditions in these areas or 
our prospective areas, including employment and wage rates, natural disasters and other factors, may impact our 
overall performance. 

Operating Expenses. Our operating expenses primarily consist of property taxes, management fees, 
utilities, insurance and site maintenance costs. As ofDecember 31, 2016, some of our leases require tenants to 
reimbmse us for a share of our operating expenses. Increases or decreases in any unreimbursed operating expenses, 
either due to the nature of the el(J)enses not requiring reimbursement from our tenants or due to a reduction in leased 
square footage requiring tenant reimbursement of a portion of our operating expenses, will impact our overall 
performance. Legal fees incWTed in 2016 and 2015 were significant due to the Company's acquisition and 
refinancing activities. We expect legal fees to continue to be primarily associated with such activities and business 
matters customary to a public real estate company. 

Interest Expense. Our interest expense will depend on the amounts we borrow as well as the interest rates 
charged by om lenders. Our cWTent loan agreements are a mix of both fixed and floating rates, as well as secured 
and unsecured by our properties. Our aggregate interest expense may increase as we acquire properties and could 
fluctuate between periods based on the variable rate loan arrangements, if we do not hedge any such interest rate· 
risk. 

Liquidi'ty. Since our available cash and cash flows from current operations do not provide us with adequate 
cash to sa�sfy current liabilities and do not provide us with adequate liquidity for the foreseeable future, we 
anticipate that we will undertake future debt or equity financing in 2019 or liquidate one or more of our property 
holdings. 

Factors That May Influence Our Operating Results 

Acquisition Strategy. We plan to grow our business through the acquisition of new properties, initially 
targeting properties that meet the criteria described above tmder "-Overview" and elsewhere in this report. We 
expect the properties we acquire will be subject to mortgage financing and other indebtedness that we will asswne or 
refinance. Debt service on such indebtedness will have a priority over any distnbutions with respect to our common 
stock. 
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Rental Revenue. The amount of net rental revenue generated by our properties depends primarily on our 
ability to maintain the occupancy rates of currently leased space and to lease space that becomes available. As of 
December 31, 2016, our properties were 73% leased. We believe that the average rental rates for our properties are 
generally equal to the current average quoted market rates. Negative trends in one or more of these factors could 
adversely affect our rental revenue in future periods. Future economic downturns affecting the Minneapolis-St. Paul 
metropolitan area or downturns in our tenants' businesses that impair our ability to renew leases or re-let space or 
the ability of our tenants to fulfill their lease commitments could adversely affect our revenues. In addition, growth 
in rental revenue primarily will depend on our ability to acquire additional properties that meet our investment 
criteria 

Conditions in Our Markets. Our current properties are located in the Minneapolis-St. Paul metropolitan 
area. Positive or negative changes in economic or other conditions in this area, or areas in our prospective properties, 
including employment and wage rates, natural disasters and other factors, may impact our overall performance. 

Operating 'Expenses. Our operating expenses primarily consist of property taxes, management fees, 
utilities, insurance and site maintenance costs. As of December 31, 2016, some of our leases require tenants to 
reimbw-se us for a share of our operating expenses. Increases or decreases in any unreimbursed operating expenses, 
either due to the nature of the expenses not requiring reimbursement from our tenants or due to a reduction in leased 
square footage requiring tenant reimbw-sement of a portion of our operating expenses, will impact our overall 
perfonnance. Legal fees incurred in 2016 and 2015 were significant due to the Company's acquisition and 
refinancing activities. We expect legal fees to continue to be primarily associated with such activities and business 
matters customary to a public real estate company. 

Interest Expense. Our interest expense will depend on the amounts we borrow as well as the interest rates 
charged by our lenders. Our current loan agreements are a mix of both fixed and floating rates, as well as secured 
and tmSecured by our properties. Our aggregate interest expense may increase as we acquire properties and could 
fluctuate between periods based on the variable rate loan arrangements, ifwe do not hedge any such interest rate 
risk. 

Liquidity. Since our available cash and cash flows from current operations do not provide us with adequate 
cash to satisfy current liabilities and do not provide us with adequate liquidity for the foreseeable future, we 
anticipate that we will undertake future debt or equity financing in 2017 or liquidate one or more of our property 
holdings. 

Critical Accounting Policies and Estimates 

Our discussion and analysis of the historical financial condition and results of our operations are based 
upon our financial statements which have been prepared in accordance with U.S. generally accepted accounting 
principles, or GAAP. 

The preparation of these financial statements in conformity with GAAP requires management to make 
estimates and assumptions in certain circumstances that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amollllts of revenues and expenses in the reporting period Actual 
amounts may differ from these estimates and assumptions. We have provided a summary of our significant 
accounting policies in the notes to the consolidated financial statements of our company elsewhere in this report. We 
have summarized below those accounting policies that require material subjective or complex judgments and that 
have the most significant impact on our financial condition and results of operations. We evaluate these estimates on 
an ongoing basis, based upon information currently available and on various asswnptions that we believe are 
reasonable as of the date hereof. Other companies in similar businesses may use different estimation policies and 
methodologies, which may impact the comparability of our results of operations and financial condition to those of 
other companies. There have been no significant changes to those policies during the year ended December 31, 
2016. 
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Investment in Real Estate and Fixed Assets 

Investment in real estate and fixed assets are carried at cost less accumulated depreciation and amortiz.ation. 
Property such as land, building and improvements includes cost of acquisitions, development, and construction, and 
tenant allowances and improvements. Maintenance and repairs are expensed as incurred, and major improvements 
are capitalized. We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible 
asset and identifiable intangibles based on their relative fair values. We assess fair value based on estimated cash 
flow projections that utilize appropriate discount and/or capitalization rates and available market information. 
Estimates of future cash flows are based on a number of factors including historical operating results, lmown and 
anticipated trends, and market economic conditions. 

We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible assets 
(including land, buildings and personal property) determined by valuing the property as if it were vacant, and 
identifiable intangibles based on their relative fair values. Acquisitions of real estate are recorded based upon 
preliminary allocations of the purchase price to management's assessment of the fair value of tangible and intangible 
assets and any assumed liabilities acquired which are subject to adjustment as additional infonnation is obtained up 
to one year after the date of acquisition. 

Depreciation is provided using the straight-line method over the estimated useful li fe of the assets for 
building, improvements, and furniture and equipment, and the term of the lease for tenant improvements. The 
estimated useful lives being used are as follows: 

Land Improvements 
Building 
Building Improvements 
Tenant hnprovements 
Furniture and Equipment 

3-15 yearsa
25-30 yearsa
10-20 yearsa
1-12 yearsa
3 yearsa

Intangible Assea 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any 
significant intangible assets (such as abeve- and below-market leases and value of acquired in-place leases), and any 
assumed liabilities, and allocates the purchase price based on these fair value assessments. The Company amortizes 
identified intangible assets and liabilities based on the period over which the assets and liabilities are expected to 
affect the future cash flows of the real estate property acquired. Lease intangibles (such as in-place or above- and 
below-market leases) are amortized over the term of the related lease. Above and below-market leases are amortized 
as a reduction in (adclition to) rent revenue. Amortization of other intangibles is recorded in depreciation and 
amortization expense. 

Principles of Consolidation 

We evaluate the need to consolidate affiliates based on standards set forth in the FinanciaJ Accounting 
Standards Board e'F ASB") Accounting Standards Codification(" ASCj 810, Consolidation. In determining 
whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of that entity, 
management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights o f  the limited partners and shareholders, as well as whether the entity is a variable interest entity 
for which we are the primary beneficiary. The accompanying consolidated financial statements include the accounts 
of Talon Real Estate Holding Corp. (''TREHC") and Talon OP, our Operating Partnership. Talon OP also 
consolidates 5130 LLC, an entity in which it bas a 49% ownership interest, based on its ability to control the 
operating and financial decisions o f5130 LLC. All significant intercompany balances have been eliminated in 
consolidation. 
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Noncontrolllng Interest 

Interests in the Operating Partnership held by limited partners are represented by Operating Partnership 
units. The Company's interest in the Operating Partnership was 65% of the common units of the Operating 
Partnership as of December 31, 2016 and 65% as of December 31, 2015. The Operating Partnership's income is 
allocated to holders of common units based upon the ratio of their holdings to the total units outstanding during the 
period. Holders of preferred units receive certain distributions based on a percentage of the liquidation preference. 
Capital contributions, distributions, syndication costs, and profits and l�es are allocated to non-controlling 
interests in accordance with the tenns of the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as noncontrolling 
interest. Capital contributions, distributions, and profits and lo�s.are allocated to the noncontrolling interest based 
on membership percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related leases, inclusive of 
leases which provide for scheduled rent increases or rent concessions. Differences between rental income earned and 
amounts due according to the respective lease agreements are credited or charged to deferred rent receivable, as 
applicable. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and 
other operating expenses are recognized as revenue in the period the applicable expenses are incurred. Recoveries 
are billed monthly using estimated operating costs and an additional billing or a refund is made to tenants in the 
following year after actual operating expenses are determined. 

Impairment of Long-Lived Assets 

We assess the carrying value of investment property and related intangibles, whenever events or changes in 
circumstances indicate that the canying amount of an asset may not be recoverable in accordance with GAAP. 
Impairment losses are recorded on real estate assets held for investment when indicators of impairment are present 
and the future undiscounted cash flows estimated to be generated by those assets are less than the assets' carrying 
amount. 

Income Taxes 

We intend to elect to be taxed as a REIT under the Internal Revenue Code after we meet REIT 
qualifications but no sooner than with our taxable year ending December 31, 2017. To qualify as a REIT, we must 
meet certain organizational and operational requirements, including a requirement to distribute at least 90% of our 
annual REIT taxable income to our shareholders (which is computed without regard to the dividends paid deduction 
or net capital gain and which does not necessarily equal net income as calculated in accordance with U.S. generally 
accepted accounting principles, or U.S. GAAP). As a REIT, we generally will not be subject to federal income tax to 
the extent we distribute qualifying dividends to our shareholders. If we fail to qualify as a REIT in any taxable year, 
we will be subject to federal income tax on our taxable income at regular corporate income tax rates and generally 
will not be pennitted to qualify for treatment as a REIT for federal income tax purposes for the four taxable years 
following the year during which qualification is lost unless the IRS grants us relief under certain statutory 
provisions. Such an event could materially adversely affect our net income and net cash available for distnoution to 
shareholders. However, we intend to organize and operate in such a manner as to qualify for treatment as a REIT. 
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The Company accounts for income taxes under FASB guidelines. Deferred income tax assets and liabilities 
are determined based upon differences between the financial reporting and tax basis of assets and liabilities and are 
measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. 
Accounting standards require the consideration of a valuation allowance for deferred tax assets if it is "more likely 
than not" that'some component or all of the benefits of deferred tax assets will not be realized The Company's 
policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax position in the 
financial statements, only if the position is more likely than not to be sustained on audit, based on the technical 
merits of the position. 

Accounting Standards Applicable to Emerging Growth Companies 

We qualify as an "emerging growth company" pursuant to the provisions of the JOBS Act Section 
102(b)( l) of the JOBS Act provides that an "emerging growth company" can take advantage of the extended 
transition period provided in Section 7(aX2)(B) of the Securities Act for complying with new or revised accounting 
standards. We have elected to use the extended transition period for complying with these new or revised accounting 
standards. Since we will not be required to comply with new or revised accounting standards on the relevant dates 
on which adoption of such standards is required for other public companies, our financial statements may not be 
comparable to the financial statements of companies that comply with public company effective dates. If we were to 
elect to comply with these public company effective dates, such election would be irrevocable pursuant to Section 
107 of the JOBS Act. 

Market Conditions and Oudook 

Our recent acquisitions were accomplished utilizing a 721 Exchange tax deferral methodology or 
"UPREIT• providing several unique advantages over a 1031 exchange or selling to cash buyers. This strategy is 
advantageous for real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in 
real estate, diversify their holdings, and seek potential future growth and liquidity by accepting Talon OP common 
units which can later be converted 1: 1 for Talon common stock under the ticker ''T ALR" and their capital gains tax 
obligations are deferred until the common stock is ultimately sold in the public market. 

Our strategy is to continue offering these tax-deferred solutions to real estate owners as part of diversifying 
our shareholder base creating liquidity and shareholder value. We currently believe hospitality, retail and student 
housing properties offer the most attractive return on equity metrics. 

The middle corridor of the United States continues to offer higher cap �tes compared to the west and east 
coasts and we will continue to explo.re additional investment options within this region to continue our mission to 
provide return on equity targets of 8-15% per asset or portfolio. 

Results of Operations 

There were no new acquisitions or dispositions of any of the Company's properties in2015 or 2016. We 
expect our revenues, tenant reimbursements and many expenses will continue to increase on an absolute basis in the 
future as we seek to acquire additional properties, assume or refinance indebtedness in connection with the 
acquisitions and build the infrastructure necessary to grow our business. In the near term, we expect to incur higher 
legal and other professional fees in pursuit of acquisitions. 

Comparison of year ended December Jl, 2016 to the year ended December 31, 2015 

Revenues and"Expenses 
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Total revenue decreased $601,217 or 5.1% to $11,118,494 for 2016 compared to $11,719,711 for 2015. 
Rental revenues decreased $263,365, or 3.5%, to $7,268,752 for 2016, compared to $7,532,117 for the prior 
year. The net rental revenues are relatively consistent with the prior year as the composition of our portfolio stayed 
the same with a slight decrease in base rents, due to some smaller tenant's leases expiring at the Talon First Trust, 
LLC's building. 

Tenant reimbursements decreased $171,039, oro4.9%, to $3,568,757 for 2016 compared to $3,739,796 for 
the prior year. The net tenant reimbursements are relatively consistent with the same period in the prior year as the 
composition of our portfolio stayed the same with a slight de�e in tenants paying operating expense 
reimbursements across the portfolio in 2016 compared to the prior year. 

General and administrative expenses increased $S96,901 or 121. 9% to $1,086,458 for 2016 compared to 
$489,557 for 2015. The increase is primarily due to a $633,000 increase in due diligence costs and break-up fees for 
potential deals. 

Salary and compensation expense increased by $237,392, or 31.4% to $992,568 for 2016, �mpared to 
$755,176 in 2015. The increased expenses in 2016 were attributable to an increase in non�cash stock compensation 
of approximately $237,000 in 2016 when compared to the prior year. We did not have any stock grants in the year 
ended December 31, 2015. 

Professional fees increased $341,486, or 44.1 % to $ I, 116,079 for 2016, compared to $774,593 for 2015. 
The increase is due primarily to an increase of approximately $273,000 in legal fees primarily related to the defense 
of claims and the negotiation of a lease amendment with a new tenant for our 180 South S1h Street building when 
compared to the prior year. 

Property operating experu;es decreased by $430,184, or 8.5% to $4,656,398 for 2016, compared to 
$5,086,582 for 2015. The decrease in property operating expenses compared to the prior year is primarily 
attributable approximately $270,00 decrease in repairs and maintenance, $65,000 decrease in tmcollectable 
accounts, $63,000 decrease in security costs and a $50,000 decrease in utilities. 

Real estate taxes and property insurance increased by $124,639, or 7.5% to $1,776,664 for 2016,compared 
to $1,652,025 for 2015. The increase in real estate taxes and insurance compared to the prior year is primarily 
attributable to normal inflationary increases. 

Depreciation and amortization expense decreased by $462,331, to $4,897,225 for 2016, compared to 
$5,359,556 for 2015. The decrease in depreciation and amortization compared to the prior year is primarily 
attributable to approximately $348,000 decrease in amortization of intangibles and a $96,000 decrease in 
depreciation on tenant improvements. 

Interest expense increased by $234,728, or 5.1% to $4,864,040 for 2016, compared to $4,629,312 for 2015. 
The net increase in interest expense compared to the prior year is primarily attributable to higher average borrowings 
and higher effective interest rates. 

Funds from Operations and Non-GAAP Reconciliation 

The National Association of Real Estate Investment Trusts, or NAREIT, defines fimds from operations, or 
.FFO, as net income (loss) available to common shareholders computed in accordance with GAAP, excluding gains 
or losses from sales of operating real estate assets and extraordinmy items, plus depreciation and amortization of 
operating properties including the add back of real property depreciation, amortization of capitalized lease expenses, 
tenant allowances or improvements, and the like. We intend to calculate FFO in a manner consistent with the 
NAREIT definition. 

Management intends to use FFO as a supplemental measme to conduct and evaluate our business because 
there are certain limitations associated with using GAAP net income alone as the primary measure of our operating 
performance. Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes that 1he 
value of real estate assets diminishes predictably over time. Because real estate values instead have historically risen 
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or fallen with market conditions, management believes that the presentation of operating results for real estate 
companies that use historical cost acc01mting is insufficient by itself. In addition, securities analysts, investors, and 
other interested parties use FFO as the primary metric for comparing the relative performance of equity REITs. 
There can be no assurance that FFO presented by us is. comparable to similarly titled measures of other REITs. 

FFO should not be considered as an alternative to net income or other measurements wider GAAP as an 
indicator of ow- operating performance or to cash flows from operating, investing or financing activities as a 
measure of liquidity. FFO does not reflect working capital changes, cash expenditures for capital improvements or 
principal payments on indebtedness. 

We define adjusted ftmds from operations, or AFFO, as FFO excluding the non-cash effects of straight-line 
rent, amortization oflease inducements and deferred financing costs, depreciation of non-real estate, and non-cash 
compensation charges. U.S. GAAP requires rental revenues related to non-contingent leases that contain specified 
rental increases over the life of the lease to be recognized evenly over the life of the lease. This method may result in 
rental income in the early years of a lease that is higher than actual cash received, creating a deferred rent receivable 
asset or lower income than actual cash received, creating.a deferred rent revenue liability included in om 
consolidated balance sheet. At some point during the lease, depending on its terms, cash rent payments may exceed 
or be lower than the straight-line rent which results in the deferred rent receivable asset or liability, respectively, 
decreasing to zero over the remainder of the lease term. By excluding the non-cash portion of straight-line rental 
revenue and amortiution of lease inducement and deferred financing costs as well as non-cash compensation 
expense, investors, analysts and our management can compare AFFO between periods. Om management utilims 
this measurement to analyze our operating performance. 

Below is the calculation ofFFO and AFFO and the reconciliation to net income 0oss), which we believe is 
the most comparable GAAP financial measme: 

Reconciliation of Net Loss Attributable to Talon Real Estate Holding Corp. to Funds from Operations 

Year Ended Decemberll, 
In thousands S (except per share) 2016 2015 

Weigbted Avg 
Sbaresaad Per Share 

Weighted Avg 
Sbaresand PerSbare 

Amount Uails{ll and Unit� Amoant Uaitl{ll and Uait(2) 

Net loss attnoutablc to TREHC $ (5,307) 17,027 (0.31) $ (4,479) 16,620 S (0.27) 

Consolidated depreciation and amortization: 

Adjustments: 
Non-c.ontrolling interest Operating Partnership (2,856) 

4,897 
(2,417) 9.200 
5,360 

adjust for non-real estate depreciation 
adjust for amortization to revenue 
adjust for nonoontrolling real estate owned 

depreciation 
Net adjustments 

(5) 
224 

{llll 
2

1
149 

(10) 
202 

{131} 
3

1
004 

FWids from operations applicable to common 
shares $ (3,158} 26 227 

2
(0.12} $ (1,475) 25z820 $ (0.06} 
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__ 

(166) 

$ (2,291) (0.09) _$ __ 6 

Reconciliation of Net Loss Attributable to Talon Real F.state Holding Corp. to �djusted Funds from 
Operations 

Year Ended Decemba'Jl, 
2016 2015 

Weighted Avg Welgbted Avg 
Sbaraand Per Share Sbares and Per Share 

Adjusted funds from operations Amount Units (1) aad Unit (l) Amoaat Uaitt (1) aud Unit (2) 

FFO available to common shares $ (3,158) 26,227 (0.12) $ (1,475) 25,820 $ (0.06) 
Adjustments: 

Straight-line rents in excess ot: or less than, 
contract rents 

Non-real estate depreciation 
Amortization of deferred financing costs net of 

non-controlling real estate 

5 

103 
10 

617 1,194 
Non-cash stock compensation charges 41 l 174 

AFFO available to common shares __ 2 __ 6._22_7 2s.s20 s __ o_.oo_ 

(1)dNoncontrolling units of the Operating Partnership are exchangeable for cash, or at the Company's discretion, for commond
shares of stock on a one-for-one basis.d
(2) Net income is calculated on a per share basis. FR) and AFFO are calculated on a per share and unit basis.d_d

Liquidity and Capital Resourcesd

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay 
.borrowings, fund and maintain our operations and assets, acquire properties, make distributions to our shareholders 
and other general business needs. We have incurred significant expenses related to operating as a public corporation, 
building and tenant improvements at our properties, and preparation for and execution of our acquisition strategy 
creating a cash shortfall from operations through December 31, 2016. 

We currently do not have available cash and cash flows from current operations to provide us with 
adequate liquidity for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have 
insufficient cash flow from current operations to pursue our strategy without further financing. As of December 31, 
2016, we had unrestijcted cash of approximately $108,418 and current liabilities including tenant improvement 
allowances, unsecured debt, accounts payable and accrued expenses substantially in excess of the available cash. 
We therefore will require additional capital and increased cash flow from future operations to fund our ongoing 
business. There is no guarantee that we will be able to raise any required additional capital or generate sufficient 
cash flow from our current and future operations to fund our ongoing busin�. H the amount of capital we are able 
to raise together with our cash flows from operations are not sufficient to satisfy our operational or capital needs, we 
may be required to sell our real estate assets, cease our operations or alter our growth plans. 

In addition, in 2017 and through the date of this filing, several judgments have been entered against the 
Company in various legal proceedings related to the non-repayment of outstanding unsecured note obligations, as 
follows: 

•d On February 27, 2017 a judgment was ordered against Talon Bren Road LLC and Talon OP L.P.d
in the aniount of$719,365d

•d On April 7, 2017, a judgment in the amount ofS897,695 was ordered against Talon Real Estated
Holding Corp and Talon 0.P., LP.d

•d On May 19, 2017, ajudgment in the amount of$1,476,498 was ordered against the Company 

Judgments against the bonower in excess of$100,000 or against the guarantors of our loans in excess of 
$250,000 that remain unpaid after 30 days constitute an event of default under our I Q30 I Bren Road loan 
·agreements, and judgments against the borrowers or guarantors of our loans in excess of $250,000 that remaind
unpaid after 60 days constitute an event of default tmder our 180 E. s1h Street loan. On June 23, 2017, the $719,365d
judgment against Talon Bren Road LLC and Talon OP L.P. was paid from the proceeds of a refinancing describedd
below.d
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On April 13, 2017, :the Company, together with its subsidiaries Talon OP and Talon Bren Road, LLC 
("TBR''), received written notice from Bell Bank ("Bell'') that an event of default has ocCUITed with respect to that 
the Loan Agreement dated as of May 29, 2014 (the "Loan Agreement") by and between Bell in its capacity as lender 
thereunder, and 1BR, as the borrower thereunder (the "Notice''). The Company and Talon OP have guaranteed the 
payment and performance of TBR under the Loan Agreement pursuant to a Guaranty dated May 29, 2014 made by 
each guarantor in favor of Bell. 

The Notice provides that (a) Bell demands immediate payment in full of the amount due under the Loan 
Agreement, which as of April 13,a2017 was $10,773,144 and (b) Bell may exercise its rights to seek the appointment 
of a receiver to take control ofTBR's property located at 10301 Bren Road West, Minnetonka, MN and commence a 
foreclosure action to foreclose its lien on the property. On March 27,2017, Talon Bren Road, LLC also received a 
notice of default under the terms of our second mortgage agreement, the outstanding balance of which was $2 
million as of the date of the filing of this report. 

On June 21, 2017, TBR LLC, entered into a transaction to refinance its first and second mortgages on the 
property via a issuance of a Promissory Note Secured by a Mortgage and Collateral Security Agreement with 
MCREIF SubREIT LLC, in the principal amount of $15.1 million. The Note bears interest at a rate equal to 9 .5% 
per annum and has an initial maturity date of June I, 2018. The Note is subject to a balloon payment upon maturity 
in the amount.of$15.2 million, which is comprised of the unpaid principle balance of$1S.l million and the unpaid 
interest only payment of SO.I million. The proceeds of the refinancing were used to redeem amounts outstanding 
under the first, second and third mortgages totaling $14.0 million, to pay the outstanding judgment against the 
property desaibed above, and to pay closing costs. 

On April 8, 2017, the Company had a balloon payment of $4.3 million due on the mortgage one of its 
properties. The Company expects to refinance this property but as of the date of this report has been unable to do 
so. Failure to refinance would further impact our liquidity, and would allow the lender to exercise its rights under 
the loan agreement, including acceleration of the mortgage note and initiation of a foreclosure proceeding. 

In December 2018, the lender foreclosed and conducted a sheriffs sale. Pursuant to Minnesota law, a 
property foreclosed upon in this manner is subject to a six (6) month redemption. The Company is under contract to 
sell one (I) of the two (2) properties and engaged in refinancing the second property. 

If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less 
than the value at which those assets are carried on our consolidated financial statements, and it is likely that 
investors will lose all or a part of their investment. 

Our long-term liquidity requirements consist primarily of funds to pay for past due and scheduled debt 
maturities, non-recurring capital expenditures that need to be made periodically and continued expansion of our 
business through acquisitions. Although we plan to aggressively pursue acquisitions to grow our business, there is 
no assurance that we will be able to acquire additional properties in the future. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to 
satisfy current liabilities and are not expected to provide us with adequate liquidity for the foreseeable f uture, we 
anticipate that we will undertake future debt or equity financing or asset sales during 2017. Additional financing or 
asset sales are necessary for our company to continue as a going concern. 

In the future, we anticipate using a number of different sources to finance our liquidity needs, including 
cash flows from operations, issuance of debt securities or equity securities (which might be common or preferred 
stock), private financing (such as additional bank credit facilities, which may or may not be secured by our assets), 
asset sales, seller financing, property-level mortgage debt, or any combination of these sources, to the extent 
available to us, or other sources that may become available from time to time. Any debt that we incur may be 
recourse or non-recourse and may be secured or unsecured. Although we have successfully raised equity capital in 
the past, we cannot be assured that we will be able to continue to be successful in raising capital through issuance of 
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securities. Our ability to obtain needed financing may be impaired by such factors as the capital markets, our status 
as a new enterprise without significant assets or demonstrated operating history, and/or the loss of key 
management. There is no guarantee that we will be able to raise any required additional capital or generate 
sufficient cash flow from our current and proposed operations to fund our ongoing business. 

Outstanding Indebtedness 

5130 LLC, an entity i'n which our Operating Partnership owns a 49% interest and that owns an industrial 
complex located in the Minneapolis-St. Paul metropolitan area, is party to a loan agreement secured by such 
industrial complex. The loan agreement provides for two term loans, the A loan and the B loan. The tenn loans had 
a balloon payment due on April 8, 2017 and is past due. The Company expects to refinance this loan but as of the 
filing of this document has been unable to do so. 

IBR. an entity through which our Operating Partnership acquired the property located at 10301 Bren Road 
West. Minnetonka, MN on May 29, 2014, is party to a loan agreement secured by such property. The loan 
agreement contains certain financial and non-financial events of default. On February 27, 2017, a judgment in the 
amount of $719,365 was ordered against TBR and Talon O.P. LP which constitutes a non-financial event of default 
under the loan agreement. On March 31, 2017 the Company received a notice from the lender stating that the 
Company was in nonmonetary default on the loan agreement. On June 21, 2017, TBR entered into a transaction to 
refinance its first and second mortgages on th� property via issuance o f  a Promissory Note Secured by a Mortgage 
and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amount of $15. 1 million. Toe 
Note bears interest at a rate equal to 9.5% per ann1D11 and has an initial matwity date of June 1, 2018. 

Talon First Trust, LLC, an entity through which our Operating Partnership acquired the property located at 
180 E. Ftftb Street St. Paul, MN on July 2, 2014, is party to a loan agreement secured by such property. On January 
27, 2017 we completed the refinance of this loan. The new loan, in the principal amount of $51,600,000 matures 
January 26, 2018 and is secured by the property, an assignment of lease and rents, 100% of the membership and 
ownership interests in Talon OP, L.P., and other collateral as described in the loan agreement. The following table 
summarizes the Company's notes payable as of December 31, 2016 and 2015: 

In June 2017, First Trust was sold 100% for Operating Units ofFirst Capital Operating Partnership, LP, a 
subsidiary of FCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

The following table sets forth infonnation regarding our 5 largest tenants as of December 31, 2016. 

Percentage 
of Company's 

Approx. 
Percentage 

or Base Rent 
Total Base Rent 

for 
Total Compaay's fortbe tbeVear 

Leased Reatable VurEndcd Ended 
Primary Lease Square Square D«ember 31, December 31, 

Proe!!:!2'. Locatio1111> Ten111t ludus!!J: Use Feet Feet 2016 2016 
180 E Stb Street, HealthCare Office 4/30/2023(3) 119,490 12% $ 1,829,284 23% 
St. Paul, MN(4> 
180 E Slh Street, Government Office 5/31/2020 89,130 9% $ 1,410,843 19% 
StPaul,MN 
180 E � Street. Retail Office 3/31/2020 102,577 100/4 $ 1,274,453 16% 
St. Paul, MN(2> 
5130 Industrial St, Construction Industrial 2/28/2021 59,500 6% $ 225,628 3% 
Maple Plain, MN 
1350 Budd Ave, Construction Industrial 2/28/2018 29,903 3% $ 106,517 1% 
Maple Plain, MN 

(1) The two properties located in Maple Plain, MN lease approximately 15% of the Company's rentable space and account for approximately 
5% of the Company's total base rent revenues for the year ended December 31. 2016. The property located in Minnetonka. MN leases 
approximately 16% of the Company's reotable space and accollllts for approximately 18% of the Company's total base rent revenues for 
the year ended December 31, 2016. No major tenants are located at the property in Minnetonka, MN. The property located in St. Paul,o
MN leases approximately 41% of the Company's rentable space and accounts for approximately 77% of the Company's total base rent 
revenues for the year ended December 31, 2016. 
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m On March 7, 2017, tenant filed for Chapter 11 bankruptcy protection from its creditors. 
(3) Five-year lease extension signed in January 2017. 
(4) In June 2017, First Trust was sold 100% for Operating Units of First Capital Operating Partnership, LP, a subsidiary ofFCREIT, Inc., a 

Maryland corporation operating as a nontraded REIT. 

The future square feet expiring for the current leases in place as of December 31, 2016 are as follows; 

Years ending December 31, 

5130 Industrial St 1350 Budd Ave 10301 Bren Rd 180E SIii St 
Maele Plaia1 MN Maele Plain1 MN Minnetonkaz MN St.Paul1MN Total 

2017 17,841 29,203 25,049 72,793 
2018 20,981 20,981 
2019 164,4n 164,472 
2020 0 
2021 59,500 59,500 

Thereafter 0 

77J41 291903 1641472 46
2
030 317

1
746 

Off Balance Sheet Arrangements 

As of December 31, 2016, we did not have any off-balance sheet arrangements. 

Inflation 

As of December 31, 2016, most of our leases required tenants to reimburse us for a share of our operating 
expenses. As result, we are able to pass on much of any increases to our property operating expenses that might 
occur due to inflation by correspondingly increasing our expense reimbursement revenues. During 2016 and 2015, 
inflation did not have a material impact on our revenues or net income. 

Recent Accounting Pronouncements 

See Note 3 to the consolidated financial statements. 

Item 8. Financial Statements and Supplementary Data 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Shareholders, Audit Committee and Board of Directors 
Talon Real Estate Holding Corp. 
Minneapolis, MN 

We have audited the accompanying consolidated balance sheets of Talon Real Estate Holding Corp. as of December 
31, 2016 and 2015, and the related consolidated statements of operations, shareholders' equity (deficit) and cash 
flows for the years then ended. These consolidated 'financial statements are the responsibility of the company's 
management. Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. 

We conducted our audits in accordance � the standards of the Public Company Accounting Oversight Board 
(United States). Those standanis require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement. The company is not required to 
have, nor were we engaged to perform, an audit of its internal control over financial reporting. Om audits included 
consideration of its internal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
company's internal control over financial reporting. Accordingly, we express no such opinion. An audit includes 
examining, on a test basis, evidence supporting the amowits and disclosures in the consolidated financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management as 
well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
:financial position of Talon Real Estate Holding Corp. as of December 31, 2016 and 2015 and the results of their 
operations and cash flows for the years then ended, in conformity with U.S. generally accepted accounting 
principles. 

The accompanying consolidated financial statements have been prepared assuming that the company will continue 
as a going concern. As discussed in Note 16 to the consolidated financial statements, the company has suffered 
recurring losses from operations and as descn'bed in Note 16, bas defiwlted on the terms of certain of its secured and 
unsecured loan agreements. These factors raise substantial doubt about its ability to continue as a going concern. 
Management's plans in regard to these matters are also described in Note 16. The consolidated financial statements 
do not include any adjustments that might result from the outcome of this uncertainty. 

Isl Baker Tilly Vircbow Krause, LLP 

Minneapolis, MN 
September 6, 2017 
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TALON REAL ESTATE HOLDING CORP. 

CONSOLIDATED BALANCE SHEETS 

As ofDecember 31, 2016 and 2015 

ASSETS 
Land and improvements 
Building and improvements 
Fmniture and equipment 
Totsl property and equipment 

Less: accumulated depreciation 
Net property & equipment 

Cash 
Rents and other receivables, net 
Prepaid expenses and othe.r assets 
Restricted escrows & reserves 
Defened leasing costs, net 
Intangible assets, net 
TOfAL ASSETS 

LIABILITIES 
Notes payable 
Less: unamortized deferred financing costs 
Notes payable, net 
Notes payable - related party 
Accounts payable 
Tenant improvement allowance· 
Accrued expenses and other liabilities 
Tcaant security deposits 
Deferred rent revenue 
Prepaidnmt 
Accrued interest 
Below-market leases. net 
Mandatorily redeemable Operating Partnership preferred llllits 
Total Liabilities 

COMMITMENTS AND CONTINGENCIFS {NOfE 8) 

SHAREHOLDERS' EQUITY (DEFICIT) 
Prefened shares outstanding at $.001 par value; authorized 10,000,000 
shares; none issued or outstanding as of both December 31, 2016 and 
2015 
Common shares outstanding at S.001 par value; authorized 90,000,000 
shares; 17,135,981 issued and outstanding as of December 31, 2016 and 
1M57,680 as ofDecember 31, 2015 
Additional paid in capital 
Accumulated loss 
Total Talon Real Estate Holding Corp. shareholders' equity (detlcit) 
Noncontrolling interests --Operating Partnership; 9,200,001 common 
units issued and outstanding as of December 31, 2016 and Decanber 31, 
2015 

Noncontrolling interests - consolidated real estate entities 
TOTAL SHAREHOLDERS' EQUDY (DEFICIT) 
TOTAL LIABll.ITIES & SHAREHOLDERS' EQUITY (DEFICIT) 

2016 

$ 8,302,447 
45,552,308 

30,571 
53,885,326 
(8,506,290) 
45,379,056 

108,418 
428,176 
104,855 

3,001,232 
2,003,221 
5,465,603 

s 56,490,541 

$ 52,949,711 
496z063 

52,453,648 
500,000 

6,167,516 

854,743 
167,242 
121,710 
175,758 

1,029,911 
150,638 

3,000,000 
70,735,917 

17,135 
2,261,411 

(14.215.704) 
(11,937,158) 

5,418,810 
(1,612,277) 
(8.130.625) 
56,490.541 $ $ 

See accompanying notes to consolidated financial statements. 
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2015 

$ 8,165,000 
53,285,277 

28.864 
61,479,141 
(5,881,183) 
55,597,958 

340,385 
375,351 
158,284 

2,139,180 
3,035,853 
7,742,145 

$ 69.389,156 

$ 51,286,384 
969.527 

50,316,857 
500,000 

5,406,648 
7,760,995 
1,453,078 

166,208 
289,034 
447,773 
528,129 
266,228 

3,000.000 
70,134,950 

17,057 
1,850,382 

(9.218.803) 
(7,351,364) 

8,109,449 
(1,503,879) 
(745,794) 

69,389,156 



{0.27) 

TALON REAL ESTATE HOLDING CORP. 

CONSOLIDATED STATEMENTS OF OPERATIONS 
For the Years ended December 31, 2016 and 2015 

2016 2015 

REVENUE 
Rent $ 7,268,752 s 7,532,117 
Tenant reimbmsements 3,568,757 3,739,796 
Other income 280

1
985 447

2
798 

Total Revenue 11,118,494 11,719,711 

EXPENSES 
General & administrative 686,458 489,557 
Salary and compensation 992,568 755,176 
Professional 1,116,079 774,593 
Property operating expenses 4,581,398 5,086,582 
Real estate taxes & insurance 1,776,664 1,652,025 
Depreciation and amortiz.ation 4

!
897

1
225 5

1
359

1
556 

Total Expenses 14,525,392 14,117,489 

Operating Loss (3,406,898) (2,397,778) 

Interest expense C4,8641
040l C4,629

1
3t2l 

NET LOSS (7,795,938} (7,027,090) 

Net loss attn1>utable to noncontrolling interest - Operating Partnership 2,690,639 2,417,455 
Net kff!s attributable to noncontrolling interests - consolidated real estate entities 108

1
398 130

1
521 

NET LOSS A TIRIBUTABLE TO TALON REAL ESTATE HOLDING 
CORP. $ (4,996,901) S (4,479,114) 

[ADD 
WASO] 

Loss per common share basic and diluted S {OJOO S 

See accompanying notes to consolidated financial statements. 

47 



---

(145,842) (146) 
(�739.�l s 

17.0S7.580 

,s,3067951 
(1452591) �!a!!• 

TALON REAL EST ATE HOLDING CORP. 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS7 EQUI1Y (DEFICI1) 
For the Years Ended December 31, 2016 and 2015 

Opcntiaa 
N•IU!icrd AddllioDII Total Nwaberof ParlDcn'blp No.cGlltrolllq 
Cmmaaa Coamlaa l'dcllu Acal•lll&ted Cciacrolfula OPC.111oca c-•= l11tuatsin 
S1wa Slaansm Cmlta1 Loss iataau Vllitl Vllitlm Rnlr.tate Total� 

Dea:aablr JI, 2014 16.743.m s 16.743 s I 101726 S 
FOifcitcd raaictcd shara 146 

g.261,E0l 9.!!!2a001 S (1�7l�SB} S 5�32.326 •�904 $ 

Sima issued as stock comp=sadon 173,970 173,970 173,970 
S!wa imcd hsumm,.ec ofnm payabla , 460,000 460 574,540 S7S,OOO 575,000 
Ndl011 

---
'4i4'19114} !4,419.114} 2:417.45� (130

1
521! a,021.0901 

Deumber JI, 2015 _!L2E, 1.�]82 !9 21a11001 (!351
13641 9:300.001 !il091449 (11S03r!m (?4S1

7942 
Fomitcd tQtrictcd sham (341,699) (342) 342 
SbaJCJ iSIUtd III siock compensllion 420.000 420 410,687 411,107 411,107 

l!!iffle 
Nalass g,ass,7451 {108.;!98) iBJ7O19l!} is JD6179sl 

[REVISE TO MATCH BIS AND OPS STATEMENT] 
Dccemba" 31, 2016 17.265.911 _.!2d!! 9.20G.081 (l,605,Q.5) �'704 (!z!l!i!!ZI 

See accompanying notes to consolidated financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the Years Ended December 31, 2016 and 2015 

For the YeanEnded 
December 31, 

2016 2015 
CASH FLOWS FROM OPERATING ACTIVITIIS 

Net loss 
Adjustmcms to reconeilc net loss to net cash ftows from operating assets and liabilities: 

Deprcciatioo and ammtizati011 
Amortization or deferred financi11g 
Stoek-basc:d compmsatiou expense 
Provision fer doubtful acccums 
Financing costs 
Changes in oparating assets IIIld liabilities: 

Rents and O(bcr receivables 
Prepaid axpcnsc:s and other assets 
Deferred leasing costs 
ACCOWlts payable 
Accrued expenses and other liabilities 
Tenant� deposits 
Deferred rcot revenue 
Prepaldrmt 
Acaued interest 

s (8,270.938) 

5,119,081 
623,549 
411,107 
36,485 

168,253 

(89,.310) 
53,429 

2,325,335 
193,499 

1,034 
(167,324) 
(272,015) 

634,622 

s (7,027,090) 

5,561,843 
1,200,816 

173/}70 
100,546 

(45,444) 
9.S63 

(95,200) 
l92.S2S 
(26,858) 
(10,512) 
102.333 
252,610 
2498672 

Net cash Hows from opc:rating activities 7668807 638774 

CASH FLOWS FROM INVESTING ACTIVl11F.S 
Purchases or improvements ofland, building, intangtblc 8S5CtS 
Deposits to restricted escrows and n:scrvcs 
Paymcnts from rcscrictc:d escrows and resc:nes 

Ni:t cash flows from mvcsling activities 

(1,707) 
(2,846,674) 

1.984.622 
(863.759) 

(1,331,322) 
(2,966,867) 
2.721.339 

(t576.8S0) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from notes payable 
Principal payments m notes payable 
Deposits or cash paid for financing costs 

Net cash flows from financmg activities 

1,256,498 
(1,077,141) 

(314J72) 
(l.'.35.015) 

3,000,000 
(1,483,273) 
(385.423) 
1.131.304 

Net Chanp In Casb (231.967) 193,228 

CASH-BEOINNINGOFPERIOD 340J8S 1478157 
CASH- END OF PERIOD s 108,418 s 340.385 

SUPPLEMENTAL smEDULE OF NON-CASH INVESTING AND FINANCING 
ACTIVITIES 

Purchases o(building and land improvements included in BCCOUDls payable and talm!t 
improvement ellowanc:c 
Leasing and finimce fi:cs included iD accounts payable and other liabilities 
Isswmcc of common stack indudc:d m financi:og costs 
Accounts payable coovc:rtcd to notes payab]e (sec Note: 5) 

$ 164,981 
9.938 

1,483,970 

s 9,425,410 
2,337,311 

575,000 
481,934 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cub paid during the pi:riod fer mterest en mortgages and prc(c:ncd Operating P8l1Dership 
preferred unils S 3,738,709 S 3,178,825 

[REVISFJPROVIDE ANY RECONCILIATIONS FOR VARIANCES REMAINING] 
See accompanying notes to consolidated financial statements. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE I-ORGANIZATION AND BASIS OF PRESENTATION 

Organlzadon 

Talon Real Estate Holding Corp. ("TREHC"} previously established an Operating Partnership ("Talon OP'') and 
transferred all of its assets and liabilities to the operating partnership in exchange for general partnership tmits. As 
the sole general partner of Talon OP we have the exclusive power to manage and conduct the business and affairs 
for the operating partnership. TREHC owned approximately 65% of the Operating Partnership as of December 31, 
2016 and December 31, 2015, respectively. The Operating Partnership owned 49% of 5130 Industrial Street, LLC, 
100% ofTalon Bren Road, LLC, 1000/o ofTalon First Trust, LLC, and 100% ofTalon RE as of December 31, 2016 
and 2015. Talon Bren Road, LLC, and Talon First Trust, LLC, are both limited liability companies organized under 
the laws of the state of Delaware, and were formed on May 9, 2014 and April 21, 2014, respectively, to purchase 
real estate. Talon Real Estate, LLC ("Talon RE") was incorporated in the state of Minnesota on December 20, 2012 
and began operations in 2013 for the purpose of acquiring real estate properties. 

In June 2017, First Trust was sold 100% for Operating Units ofFirst Capital Operating Partnership, LP, a 
subsidiary ofFCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

Basis of Presentation 

The accompanying consolidated financial statements have been prepared in accordance with United States Generally 
Accepted Accounting Principles ("US GAAP"). 

The accompanying consolidated financial statements include the acco\lllts of TREHC and its interest in the 
Operating Partnership. The limited partners in the Operating Partnership have a redemption option that they may 
exercise. Upon exercise of the redemption option by the limited partners, the Company has the choice of redeeming 
the limited partners' interests ("Units"} for TREHC common shares of stock on a one-for-one basis, or making a cash 
payment to the unit holder. The redemption generally may be exercised by the limited partners at any time after the 
first anniversary of the date of the acquisition of the Units subject to volume restrictions. 

NOTE 2 - INVESTMENT IN REAL EST ATE PROPERTIES AND ENTITIES 

Th� Company acquired real estate property through its subsidiary, Talon First Trust, LLC, located at 180 E. Fifth 
Street, St. Paul, MN on July 2,2014. The building is primarily leased to tenants for commercial use. The property 
totals 656$75 net rentable square feet. As of December 31, 2016, the Company had tenants occupying 
approximately 60% of the rentable space. In April 2015, the Company executed a lease for a significant new tenant 
that would increase the occupancy by over 21 % in the St. Paul building upon commencement of the lease. The lease 
was subsequently amended on January Z7, 2017 to resolve certain disputes between the Company and the tenant and 
as amended, the lease is intended to commence on January 1, 2018 (see Note 8). 

'Ibe Company acquired real estate property through its subsidiary, Talon Bren Road, LLC, located on 20 acres of 
land at 10301 Bren Road West, Minnetonka, MN on May 29, 2014. This property is primarily leased to tenants who 
are wholesale product sales representatives. These leases are subject to a master lease agreement entered into 
between Talon Bren Road, LLC and Upper Midwest Allied Gifts Association, Inc., a Minnesota nonprofit 
corporation ("UMAGA"). This property has 164,472 of net rentable square feet. As of December 31, 2016, the 
Company had I 00% of the rentable space leased. 
[PROVIDE SCHEDULES SUPPORTING THESE ITEMS] 
The Company owns and operates the following real estate properties through its subsidiary, 5130 LLC: 

so 



5130 Industrial Street, Maple Plain, MN 
1350 Budd Ave, Maple.Plain, MN 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 2 -INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES (condnued) 

The properties are primarily leased to tenants for mixed commercial and industrial usage. The properties have a 
combined 171,639 net rentable square feet As of December 31, 2016, the Company had tenants occupying 
approximately 85% of the rentable space. 
[SEE PREVIOUS] 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Accounting Estimates 

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to use 
estimates and assumptions which affect the reported amounts of assets and liabilities, the disclosure of contingent 
assets and liabilities, and the reported amounts of revenues and expenses. Actual results could differ from those 
estimates. 

Principles of ConsoUdation 

We evaluate the need to consolidate affiliates based on standards set forth in the Financial Accounting Standards 
Board ("FASB") Accounting Standards Codification ("ASC") 810, Consolidation. In determining whether we have 
a controlling interest in an affiliate and the requirement to consolidate the accounts of that entity, management 
considers factors such as ownership interest, authority to make decisions, contractual and substantive participating 
rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which we 
are the primary beneficiary. The accompanying consolidated financial statements include the accounts of Talon 
Real Estate Holding Corp. ("TREHC") and Talon OP, our Operating Partnership, and all subsidiaries in which it 
maintains a controlling interest Talon OP also consolidates S 130 LLC, an entity in which it has a 49% ownership 
interest, based on its ability to control the operating and financial decisions of 5130 LLC. All significant 
intercompany balances have been eliminated in consolidation. 

Cash 

The Company considers short-term investments with original maturities of 90 days or less to be cash equivalents. 
The Company believes it is not exposed to any significant credit risk on cash. 

Restricted Escrows and Reserves 

The Company is required to hold cash in restricted escrow accotnlts for insurance, real estate taxes and a 
replacement reserve. The escrows are used to pay periodic charges of real estate taxes and assessments, tenant 
improvements, and leasing commissions. The balances in the escrow accounts were $3,001,232 and $2,139,180 as 
ofDecember 31, 2016 and 2015, respectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDA TEP FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Rents and other Receivables 

Rents receivable and deferred rent are recorded at their estimated net realiz.able value. The Company follows a 
policy of providing an allowance for doubtful accoWlts, which is based on a review of outstanding receiv�les, 
historical collection information, and existing economic conditions. The Company does not require collateral and 
accotmts are considered past due if payment is not made on a timely basis in accordance with our credit tenns. 
Accounts considered wtcollectible are written off. Receivables have been reduced by an allowance for do�tful 
accounts of$129,330 and $93,560 as of December 31, 2016 and 2015 respectively. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related lease agreement, inclusive of 
leases which provide for scheduled rent increases or rent concessions. Differences betw�n rent income earned and 
base rent amollllts due per the respective lease agreements are credited or charged to deferred rent revenue or 
deferred rent receivable as applicable. When the Company enters into lease modifications or extensions with cWTent 
tenants, the deferred rent at the time of the extension is amortized over the remaining term of the lease, and the 
revised terms are considered a new lease. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other 
operating expenses are billed monthly based on current year estimated operating costs for applicable expenses. An 
additional billing or a refimd is made to tenants in the following year after actual operating expenses are determined. 

Def erred Leasing Costs and TenanJ Allowance 

Direct and indirect costs, including estimated internal costs and leasing commissions, associated with the leasing of 
real estate investments owned by the Company are capitalized as deferred leasing costs and amortized on a straight
line basis over the term of the related lease as amortization expense. Unamortized costs are charged to expense 
upon the early termination of the lease. Costs associated with unsuccessful leasing opportunities are expensed. 

In leasing tenant space, the Company may provide fimding to the lessee through a tenant allowance. In accounting 
for a tenant allowance, the Company detennines whether the allowance represents funding for the construction of 
leasehold improvements and evaluates the ownership, for accounting purposes, of such improvements. If the 
Company is considered the owner of the leasehold improvements for accounting purposes, the Company capitalizes 
the amount of the tenant allowance as building improvements and depreciates it over the shorter of the useful life of 
the leasehold improvements or the related lease tenn. For tenant allowances committed at lease inception and 
recorded as building improvements but not yet performed or completed, the corresponding liability will be recorded 
as tenant improvement allowance payables. If the tenant allowance represents a payment for a purpose other than 
fimding leasehold improvements, or in the event the Company is not considered the owner of the improvements, for 
accounting purposes, the tenant allowance is considered to be a lease incentive and is capitalized as a deferred 
leasing cost and is amortized over the lease term as a reduction of rental revenue on a straight-line basis. The 
Company had amorm.ation expense for tenant improvements ofSl,055,589 and $1,152,211 year ended December 
31, 2016 and 2015, respectively. The Company had amortization expense for leasing costs of$293,337 and 
$337,704 for the year ended December 31, 2016 and 2015, respectively. The Company had accumuJated 
amortization for tenant allowances of$2,880,732 and $1,826,901 as of December 31, 2016 and 2015, respectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Derivatwe Instruments 

Toe Company records all derivative instrwnents on the balance sheet at fair value. The accounting for changes in 
the fair value of derivatives depends on the intended use of the derivative, whether the Company has elected to 
designate a derivative in a hedging relationship and whether the hedging relationship has satisfied the criteria 
necessary to apply hedge accounting. If the Company does not apply hedge accounting, all changes in the fair value 
of derivatives are recognaed directly in earnings in the period of change. Currently, the Company has not elected 
hedge accounting treatment and all changes in fair value of the Company's derivatives are recognized in current 
period earnings. 

Deferred Financing Costs 

Costs incmred in connection with obtaining financing are capitalized and are being amortized on a straight-line basis 
over the financing term and are included in interest expense. The Company had amm&ation expense of $623,549 
and $1,200,816 for the years ended December 31, 2016 and 2015, respectively. The Company had accumulated 
amortization of $2, 126,444 and $1,502,895 as of December 31, 2016 and 2015, respectively. As of December 31, 
2015, the Company had incurred deferred financing costs of$139,021 that did not have amortiz.ation expense in the 

.year ended December 31, 2015 as the financing had not closed as of that date. These costs were expensed in 2016 
when it was determined that the efforts to secure financing were W1SUccessful. 

Real Estate Property and Fixed Assets 

Investment in real estate and fixed assets with a useful life of longer than one year are carried at cost less 
accumulated depreciation and amortization. Property such as land, building and improvements includes cost of 
acquisitions, development, and construction and tenant allowances and improvements. We allocate the cost of an 
acquisition, including the assumption of liability, to the acquired tangible assets (including land, buildings and 
personal property) determined by valuing the property as if it were vacant, and identifiable intangibles based on their 
relative fair values. Acquisitions of real estate are recorded based upon preliminary allocations of the purchase price 
to management's assessment of the filir value of tangible and intangible assets and any assumed liabilities acquired 
which are subject to adjustment as additional information is obtained up to one year after the date of acquisition. 
Management's fair value assessment includes the use of readily accepted fair value techniques such as discounted 
cash flow analysis and comparable sales analysis including management's reliance on independent market analysis. 

The Comp�y finalized the purchase price fair value allocation of the First Trust acquisition during the year ended 
December 31, 2015 and has recorded certain measurement period adjustments. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for buildings and 
land improvements, and the term of the lease for tenant improvements. The estimated useful lives being used are as 
follows: 

Land Improvements 
Buildings 
Building Improvements 
Tenant Improvements 
Furniture and Equipment 

3-15 years 
25�30years 
I0-20years 
1-12 years 
3 years 
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TALON REAL EST ATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued) 

Real Estate Property and Fmd Assets (continued) 

Repair and maintenance costs are expensed as incurred, whereas expenditures that improve or extend the service 
lives of assets are capitalized. Disposal and abandonment of improvements are recognized at occurrence as a charge 
to depreciation. 

Intangible Assea or Liabilities 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant 
intangible assets and liabilities (such as above- and below-market leases and value of acquired in-place leases), and 
any assumed liabilities, and allocates the purchase price based on these fair value assesmients. The Company 
records intangible assets and liabilities acquired at their estimated fair value apart from goodwill for acquisitions of 
real estate. The Company amortizes identified intangible assets and liabilities based on the period over which the 
assets and liabilities are expected to affect the future cash flows of the real estate property acquired. Lease 
intangibles (such as in-place or above- and below-market leases) are amortized over the tenn of the related lease. 
Above and below-market leases are amortized as a reduction in (addition to) rent revenue. The Company amortized 
$183,929 and $182,967 to rent revenue for above and below-market leases for the years ended December 31, 2016 
and 201 S, respectively. Amorti7.ation of other intangibles is recorded in depreciation and amortization expense. 

lmpairmenl of u,ng-Lived AsseJs 

Long-lived assets, such as real estate property, and purchased intangible assets subject to amortization, are reviewed 
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not 
be fully recoverable. An impairment loss would be recognized when the estimated future cash flows from the use 
and eventual disposition of the asset are less than the carrying am01mt of that asset. The Company did not recognize 
any impainnent losses for either of the years ended December 31, 2016 or 2015. 

Income Taxes 

The Company accounts for income taxes under F ASB ASC 740-10-30 which results in the recognition of deferred 
tax assets and liabilities for the expected future tax consequences of temporary differences between the book 
carrying amounts and the tax basis of assets and liabilities. Deferred income tax assets and liabilities are measured 
using the enacted tax rates and laws that will be in effect when the temporary differences and carry forwards are 
expected to reverse. Accounting standards require the consideration of a valuation allowance for deferred tax assets 
if it is ''more likely than not" that some component or all of the benefits of deferred tax assets will not be realized. 

The Company's policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax 
position in the financial statements, only if the position is more likely than not to be sustained on audit, based on the 
technical merits of the position. For tax positions meeting the more likely than not threshold, the amount recognized 
in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being realimd, upon 
ultimate settlement with the relevant tax authority. The Company has examined the tax positions taken in its tax 
returns and determined that there are no uncertain tax positions. As a result, the Company has recorded no uncertain 
tax liabilities in its consolidated balance sheet. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 3-SUMMARY OF SIGNmICANT ACCOUNTING POLICIES (continued) 

Income Taxes (continued) 

The Company is no longer subject to U.S. federal, state or local income tax examinations by tax authorities for the 
years before 2013. The Company is not currently under examination by any taxingjurisdiction. In the event of any 
future tax assessments, the Company has elected to record the income tax penalties as general and administrative 
expense and any related interest as interest expense in the Company's consolidated statements of operations. 

Stock-based CompensaJJon 

The Company has granted restricted stock to employees W1der an approved employee equity incentive plan and to 
Directors wider a director compensation plan. Granted shares are considered issued and outstanding as of the date of 
the grants. Stock-based compensation is expensed on a straight-line basis over the vesting period and is valued at the 
fair value on the date of the grant. The Company has recognized $411, l 07 and $173,970 of compensation expense 
for the years ended December 31, 2016 and 2015, respectively. 

The Company may also issue common stock in exchange for goods or services of non-employees. These shares are 
either fully vested at date of grant or vest over a certain period during which services are provided. The Company 
expenses the fair market value of the services over the period in which they are received. 

On Febrwuy I 0, 2015, the Company issued 460,000 shares of common stock valued at $575,000 to an umelated 
party in exchange for such party's guaranty ofa loan which was obtained in the year ended December 31, 2015. 
Financing costs of$4 7,917 and $527,083 related to this stock issuance were amortized to interest expense for the 
years ended.December 31, 2016 and 2015. 

Noncontrolling Interest 

Interests in the Operating Partnership held by limited partners are represented by partnership common UJ?its of the 
Operating Partnership. The Company's interest.in the Operating Partnership was 65% of the common units of the 
Operating Partnership as of December 31, 2016 and 2015. The Operating Partnership's income is allocated to 
holders of tmits based upon the ratio of their holdings to the total units outstanding during the period. Capital 
contributions, distributions, syndication costs, and profits and losses are allocated to non-controlling interests in 
accordance with the terms of the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as noncontrolling interest. 
Capital contn'butions, distributions, and profits and losses are allocated to the noncontrolling interest based on 
membership percentages and terms of the operating agreement. 

Net lnCIJ� (Loss) or Earnings Per Share 

Basic earnings per common share is computed by dividing net income available to common shareholders by the 
weighted average nmnber of common shares outstanding during the period. Diluted earnings per share is computed 
by dividing net income by the weighted average common and potential dilutive common shares outstanding in 
accordance with the treaswy stock method. 
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NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Net Income (Loss) or Earnings Per Share (continued) 

The following is a reconciliation of the denominator of the basic net earnings per common share computation to the 
denominator of the diluted net earnings per common share computation for each of the periods presented: 

Yean Ended December 31, 

2016 2015 

Weighted average common shares outstanding - basic 
Plus potentially dilutive common shares: 
Unvested restricted st.ock 

17,027.312 16,620,432 

____ 14 ... 1_9_2 ___ 6_1._92_1 
Weighted average common shares outstanding - diluted 17.041.504 16.682,353 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This new standard will 
eliminate all industry-specific guidance and replace all current U.S. GAAP guidance on the topic. The new revenue 
recognition standard provides a unified model to determine when and how revenue is recognized The core principle 
is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an 
amowrt that reflects the consideration for which the entity expects to be entitled in exchange for those goods or 
services. Lease contracts are specifically excluded from the new accounting guidance. This guidance will be 
effective for the Company beginning January 1, 2018 and can be applied either retrospectively to each period 
presented or as a cwnulative-effect adjustment as of the date of adoption. We are currently assessing the impact on 
the Company's consolidated financial statements. 

In April 2015, the FASB issued ASU No. 2015-03 Interest-Imputation of Interest (Subtopic 835-30) Simplifying 
the Presentation of Debt Issuance Costs. The amendments in this ASU require that debt issuance costs related to a 
recognized debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that 
debt liability, consistent with debt discounts. The recognition and measurement guidance for debt issuance costs are 
not affected by the amendments in this update. The Company adopted the amendments in this update effective for 
financial statements issued in the cmrent fiscal year. 

In August 2016, the Financial Accounting Standards Board ("F ASB'') issued Accowiting Standards Update 
("AS:t,r') 2016-15-Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash 
Payments. ASU 2016-15 provides guidance for eight specific cash flow issues with respect to how cash receipts and 
cash payments are classified in the statements of cash flows, with the objective of reducing diversity in practice. The 
effective date for ASU 2016-15 is for annual periods beginning after December 15, 2017, and interim periods within 
those fiscal years. Early adoption is permitted. The Company is currently assessing the impact of this new standard 
on its financial statements. 

In August 2014, the F ASB issued ASU No. 2014-15, Presentation of Financial Statements---Going Concern 
(Subtopic 205-40). The amendments in this Update provide guidance in U.S. GAAP about management's 
responsibility to evaluate whether there is substantial doubt about an entity's ability to continue as a going concern 
and to provide related footnote disclosures. The amendments require management to assess an entity's ability to 
continue as a going concern by incorporapng and expanding upon certain principles that are currently in U.S. 
auditing standards. Specifically, the amendments (1) provide a definition of the tenn substantial doubt, (2) require an 
evaluation every reporting period including interim periods, (3) provide principles for considering the mitigating 
effect of management's plans, (4) require certain disclosures when substantial doubt is alleviated as a resuh of 
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NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

consideration of management's plans, (5) require an express statement and other disclosures when substantial doubt 
is not alleviated, and (6) require an assessment for a period of one year after the date that the financial statements are 
issued (or.available to be issued). The Company has adopted this amendment in this update effective for the current 
fiscal year. (see Note 16) 

In March 2016, the FASB issued ASU 2016-09-Compensation-Stock Compensation (Topic 718): Improvements 
to Employee Share-Based Payment Accollllting ("ASU 2016-09''). ASU 2016-09 modifies the accollllting for share
based payment awards, including income tax consequences, classification of awards as equity or liabilities, and · 
classification on the statement of cash flows. The effective date for ASU 2016-09 is for annual periods beginning after 
December 15, 2016, and interim periods within those fiscal years. The adoption of this standard is not expected to 
have a material impact on the Company's business, financial position, results of operations or liquidity. 

During February 2016, FASB issued ASU No. 2016-02, "Leases." ASU No. 2016-02 was issued to increase 
transparency and comparability among organizations by recognizing all lease transactions (with terms in excess of 
12 months) on the balance sheet as a lease liability and a right-of-use asset (as defined). ASU No. 2016-02 is 
effective for fiscal years beginning after December 15, 2018, including interim periods within those fiscal years, 
with earlier application permitted. Upon adoption, the lessee will apply the new standard. retrospectively to all 
periods presented or retrospectively using a cumulative effect adjustment in the year of adoption. The Company is 
currently assessing the effect that ASU No. 2016-02 will have on its results of operations, financial position and 
cash flows. 

In March 2016, the F ASB issued ASU 2016-08 - "Revenue from Contracts with Customers: Principal versus Agent 
Considerations." The amendments of this standard are intended to improve the operability and understandability of 
the implementation guidance on principal versus agent considerations. The effective date for ASU 2016-08 is the 
same as the effective date for ASU 2014-09 and ASU 2015-14. The Company is currently evaluating the impact that 
ASU 2016-08 will have on its statement of financial position or financial statement disclosures. 

In January 2017, the FASB issued ASU 2017-01 -"Business Combinations (Topic 805): Clarifying the Defmition of 
a Business." The amendment is intended to clarify the definition of a business with the objective of adding guidance 
to assist entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets 
or businesses. The definition of a business affects many areas of accounting including acquisitions, disposals, 
goodwill, and consolidation. The effective date for ASU 2017-01 is for annual periods beginning after December 15, 
2017, and interim periods within those fiscal years. Toe Company currently anticipates that it will adopt the new 
guidance effective January I, 2018 and that the guidance will result in acquisitions of operating properties being 
accounted for as asset acquisitions instead of business combinations. The adoption of this guidance will change the 
Company's accounting for the transaction costs for acquisitions of operating properties such that transaction costs 
will be capitalized as part of the plll'Cbase price· of the acquisition instead of being expensed as acquisition-related 
expenses. The ASU is required to be applied prospectively. 

NOTE 4 -TENANT LEASES 
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The Company leases various commercial and industrial space to tenants over terms ranging from month-to-month to 
twelve years. Some of the leases have renewal options for additional terms. The leases expire at various dates from 
April 2017 to September 2025. Some leases provide for base monthly rentals and reimbmsements for real estate 
taxes and common area maintenance. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDA1ED FINANCIAL STATEMENTS 
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NOTE 4-TENANT LEASES (continued) 

The Company has the following futw-e minimmn base rentals on non-cancellable l�ases as of December 31, 2016: 

2017 $ 7,019,785 
2018 6,927,823 
2019 6,207,780 

2020 3,112,572 

2021 1,728,134 

Thereafter 10
2
851

1
438 

Total $ 35.847.533 
Included in the above table are base lease payments due beginning January 1, 2018 totaling $10,724,284 for a 
significant tenant that bas not occupied space yet, but for which we have an executed lease agreement (see Note 8). 

NOTES-NOTES PAYABLE 

The following table swnmames the Company's notes payable. 

Princie_!l Balaace At 

Loan Descri2t1on LoaoTue Maturi!2'. Date Interest Rate 
December 31, 

2016 

December 31, 
2015 

Talon First Trust, LLC Mortgage OHdi Secured floating rate July 5, 2017 6.04% $ 32,000,000 S 32,000,000 

Talon First Trust, LLC. - Promissory Note <6l 
interest only 
Unsecured faxed rate October 24, 2017 10.00% 1,008,908 481,934 

Talon First Trust, LLC- Promissory Note <01 
interest only 
Unsecured fixed rate SeebelowO> 10.00% 59,489 

Talon First Trust, LLC - Sate of future 
interest only 
See below See below<4> 430,500 

receivable 
Talon Bren Road. LLC Mortgage 1<S> (3) 
Talon Breu Road. LLC Mortgage 2(5)<71 CS> 

Secured fixed rate 
Secured fixed rate 

May28,22019 
Mardi 1,2017 

4.65% 

16.00% 
10,858,648 
2.000,000 

11,123,173 
2,000,000 

Talon Bren Ro� LLC HVAC loan l'J> 
Talon Bren Road, LLC Roofloan t'J> 

interest only 
Unsecmed fJXed rate 
UllSCCW'ed foo:d rate 

June 1, 2019 
June 1,2019 

8.0Q% 
8.00% 

84,472 
225,000 

111,797 
225,000 

5130 Industrial Street, LLC Mortgage l 00> 
5130 Industrial Street. LLC Mongage 2 oai 
Talon OP, L.P. - Promissory Note-Related 

interest only 
Secured fixed rate 
Secured fixed rate 
Unsecured fixed rate 

April 8, 2017 
April 8, 2017 
June JO, 2016 

6.05% 
12.75% 
24.00% 

3,981,740 
292,941 
500,000 

4,049,859 
294,021 
soo.ooo 

Party (4) 

Talon OP, L.P. - Promissory Note 
interest only 
Unsecured fixed rate July 31, 2017 3.0% 654,926 

Talon OP, L.P. - Pro,missory Notes, Related 
pariym2
Talon OP, L.P. - Promissory Note <4> 
Other 

interest only 
Unsecured fixed rate 
interest only 
Unsecurm fixed me 

June 30, 2016 

January 1 s. 2018 

26.00o/4 

15.00% 

s 

1,000.000 

271.287 
81

1
800 

S3
1
449c711 S 

1,000,000 

st 1786J84 
Less: Unamortb:ed financ� costs 969�27 
Notes payable, net s. 50.81§a857 

Mechanics lien statements were filed upon the property at 180 E. Fifth Street for work completed to prepare the tenant space 
for a significant lease entered into on April 9, 2015. On January 27, 2017, we refinanced this loan and with a new $51.6 

million loan atLIBOR plus 9.00/4 with an .initial maturity date of January 26, 2018, this refmance satisfied all outstanding2
liens.2
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NOTE S - NOTES PAY ABLE (continued) 

<2> On Janumy 12, 201S and May 19, 2015, respectively, the Company entered into two separate $500,000 unsecured promissory 
notes with the same unrelated party. The notes bore inteiest at 14% 81Ulually and had an original maturity date of June 30, 
2015 and July 18, 2015, respectively. In 2015, the Company extended the maturity dates of both notes to De<:ember 31, 2015. 
The notes bore interest of20% annually from July 1, 2015 and July 19, 2015, respectively, through October 31, 2015. 
Subsequently, lhe Company. extended the maturity dates of both notes to the earlier of, the disposition or refinancing of the 
property at 180 E 5th Street in St Paul or June 30, 2016. The notes will bear interest at 24% annually from November I, 2015 
through June 30, 2016 after which time the notes will accrue interest at 26%. 

(3) The outstanding principal and applicable accrued interest is due in full upon sale or refmancing of the property at 180 E. 
Fifth Street in �t. Paul. 

(4)o During 2016 the Company received ftmds fiom four different sources. As of December 31, 2016, the total outstandingo
balance was $430,500 for the sale of future receivables at the property locmed at 180 E. Fifth Street The agreements requireo
payments totaling $644,039 over 120 days. Per F ASB ASC 470-10-25, which provides guidance on funds received from sales
of future receivables, this transaction has been classified as debt and included in notes payable. The agreements areo
guaranteed by the Company's CEO.o

<5>o On June 21, 2017, we refinanced these mortgages with a new SIS.I million at 9.5% with an initial maturity date ofJunc 1,o
2018.o

<6>o The principal and unpaid but accrued interest on this loan was refinanced by a first mortgage loan at a fixed interest rate witho
Gamma Lending Omega LLC. This oote was entered into on January 2017 and was done in January 2018. The Companyo
defaulted on the loan due to a failure to further refinance the one ( 1) year loan and subsequently exchanged the property for
Operating Units ofFirst Capital Operating Partnership, LP, a subsidialy ofFCREIT, Inc., a Maryland corporation operating aso
a nontradedo

(7) The principal and unpaid but accrued interest on this loan was refinanced by an unsecured partnership pledge by 
QuickLiquidity, a Florida corporation. This pledge was entered into in January 2017. Toe pledge was refinanced by a first 
mortgage with Money360, as set forth in Note 8 to this table. 
The principal and unpaid but accrued interest expense on this loan was refinanced by a first mortgage in favor of Money360, ao
California company. This first mortgage was entered into on June 21, 2017. This loan is on good standing and was extendedo
until June 2019 under a forbearance agreement.o

<9>o The principal and accrued but unpaid interest on these loans was satisfied by a judgment against the lender. The lender and theo
Comp�y entered into a Net Operating-Income guarantee. The lender defaulted on this guarantee. The company sued ando
obtained judgment on the lender. The company and the lender agreed to the judgment and partially satisfied the note owed byo
the Company in favor of the lender.o

(lO) In December 2018, the lender foreclosed and conducted a sheriff's sale. Pursuant to Minnesota law. a property foreclosedo
upon in this manner is subject to a six (6) month redemptioJl The Company is under contract to sell one (1) of the two (2) 
properties and engaged in refinancing the second property. 

At December 31, 2018, The Company is required to make the following principal payments on our outstanding 
notes payable for each of the succeeding fisca1 as follows: 

Amount 

2017 $ 42,540,565 
2018 374,889 
2019 10�34�57 

$ 53
2
449

1
711 

The Company is required to periodically ftmd and maintain escrow accounts to make future real estate tax and 
insurance payments, as well as to fund certain capital expenditures. 
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The Company's mortgage assumed by Talon Bren Road, LLC in connection with the acquisition of the property at 
Bren Road includes a restrictive covenant that requires Talon Bren Road, LLC to maintain a minimum debt service 
coverage ("DSCR") before distributions of 1.35: 1 .00 and after distributions of 1 :05: 1.00 as of the last day of each 
calendar year. As of December 31, 2015, Talon Bren Road LLC was out of compliance with the DSCR test. An 
amendment to the loan agreement as well as waiver of the DSCR default for the December 31, 2015 test date was 
subsequently executed. The loan agreement was amended to include a minimum Senior Debt Service Coverage 
Ratio (pre-distributions) of not less than 150: 1 .00. It also amended and restated the minimum Debt Service 
Coverage Ratio before distributions of not less than 1.20: 1.00 as of the last day of each calendar year commencing 
after December 31, 2015. As of December 31, 2016 we were not in compliance with the Debt Service Coverage 
Ratio. 

On April 13, 2017, the Company, together with its subsidiaries Talon OP L.P. and Talon Bren Road, LLC ("TBR"), 
received written notice from Bell Bank ("Bell") that an event of default bas occurred with respect to the Loan 
Agreement dated as of May 29, 2014 (the "Loan Agreement") by and between Bell in its capacity as lender thereWtder, 
and TBR, as the borrower thereunder (the "Notice"). The Company and Talon OP have guaranteed the payment and 
performance of TBR under the Loan Agreement pursuant to a Guaranty dated May 29, 2014 made by each guarantor 
in favor ofBell. 

The Notice provides that (a) Bell demands immediate payment in full of the amount due under the Loan Agreement, 
which as of April 13, 2017 was $10,773,144 and (b) Bell may exercise its rights to seek the appointment of a receiver 
to take control of1BR's property located at 10301 Bren Road West, Minnetonka, MN and commence a foreclosure 

TALON REAL ESTATE HOLDING CORP. 
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action to foreclose its lien on the property. On March 27, 2017, Talon Bren Road, LLC also received a notice of 
default under the tenns of our second mortgage agreement, the outstanding balance of which was $2 million as of the 
date of the receipt of the notice. 

On June 21, 2017, Talon Bren Road, LLC, entered into a 1ransaction to refinance its first and second mortgages on 
the Bren Road property via issuance of a Promissory Note Secured by a Mortgage and Collateral Security 
Agreement with MCREIF SubREIT LLC, in the principal amount of$15.1 million. The Note bears interest at a rate 
equal to 9.5% per annl.Dll and has an initial maturity date of June 1, 2018. (See Note 15). 

NOTE 6 -CONCENTRATIONS 

The Company has three tenants that rent approximately 34% of the Company's total rentable space as of December 
31, 2016 with base rent representing 62% of total base rent revenues for the year ended December 31, 2016. For the 
same period in 2015, three tenants rented approximately 31 % of the total rentable space as of December 31, 2015 
with base rent representing 62% of total base rent revenues for the year ended December 31, 2015. The largest 
tenant rents approximately 16% of the rentable space and represents 25% of total base rent revenues for the year 
ended December 31, 2016. The Company had two parties who accounted for 83% of the total outstanding rents and 
other receivables balance as of December 31, 2016 and the same two parties accounted for 90% of the total 
outstanding rents and other receivables balance as of December 31, 2015. 

NOTE 7 - RESTRICTED ESCROWS AND RESERVES 

According to the tenns of the Company's notes payable agreements (Note 5), the Company is required to make 
monthJy and quarterly deposits to various escrow and reserve accounts for the payment of real estate taxes, tenant 
improvements and leasing commissions. The balances in these restricted escrows and reserve accounts are as 
follows: 

December 31, December 31, 
2016 201S 
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_____ 2,3_97_.,5_02 -----•=•6 .... S2, 69__ 7eiiiil, ,...

Real estate tax escrow $ 306,487 $ 3S 1,407 
Replacement reserve escrow 110,849 S,61S 
Property insurence escrow 92,28S 60,961 
General escrow 94,109 68,500e·e
Tenant improvements & leasing cost escrow 

$ 3.001.232 =S ___ ....::2=
1
1_,_39....,._.180 __ 

NOTE 8 -COMMITMENTS AND CONTINGENCIES 

On June 7, 2013, Talon RE entered into a contribution agreement with the remaining interest holder of 5130 LLC 
pursuant to:wbich it will acquire the remaining 51 % interest in 5130 LLC in exchange for 2,820,810 shares of our 
common stock, subject to receiving consent to the transfer from 5130 LLC's lender. 

On December 31, 2018, the Company issued the 2,820,810 shares to First Tracks LLC. The shares have yet to be 
delivered. 

The Company entered into a property lease agreement relating to rental of office space. This non-cancel lable lease 
has been amended to nm through May 2024. The Company incurred $89,984 and $105,357 ofrent expense for the 
years ended Dec�mber 31, 2016 and 2015, respectively. The lease is subject to periodic adjustments for operating 
expenses. The futme net minimum rental payments for this lease are as follows: 

On December 15, 2018, the Company entered into a termination agreement with the landlord. In exchange for 
vacating the premises, the accrued rent was forgiven. 
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2017 
Years ending December 31, 

$ 53,178 
2018 55,200 
2019 89,187 
2020 &2021 91,753 

$ 381.077

This table reflecting the commitment for rent expense was made moot by the lease termination of December 15, 
2018. 

The Company entered into a Contribution Agreement dated May 29, 2014 with llren Road, LLC, the contributor of 
the property acquired through our subsidiary, Talon Bren Road, LLC. The agreement provides for any deficit in 
achieving $1,560,000 ofnet operating income ("NOP') per year for the first three years to be funded by Bren Road, 
LLC. The Company recognized $69,575 and $153,173 of income m1der this agreement for the years ended 
December 31,_2016 and 2015, respectively. 

The Company entered into a consulting agreement dated May 29, 2014 with Gerald Trooien ("Consultantj. This 
agreement provides for consulting services to Talon Bren Road, LLC for $43,750 per month payable beginning 
August 15, 2014 and continuing for 59 months thereafter. The agreement will tenninate upon the occurrence of any 
of the following: 

a.e redemption or conversion of all limited partnership units held by Bren Road, LLC,e
sale by Bren Road of any of its partnership tmits in Talon OP, L.P.,e

c.e payment to Bren Road of any dividen� in respect to Bren Road's interest in Talon, ande

d.e the Company qualifies as a real estate investment trust (REl'I).e

The Company incurred $613,904 and $538,877 of consulting expenses for the year ended December 31, 2016 and 
2015, respectively. The Company hadamom1ts due of$627,491 and$45,938 as ofDecember 31, 2016 and 2015, 
respectively. The outstanding amOllllt as ofDecember31, 2016 was satisfied on June 23, 2017 (see Note IS) as part 
of the refinancing of Talon Bren Road, LLC's outstanding mortgages. 

The Company entered into a Property Management Agreement dated July 2, 2014 with Swervo Management 
Division, LLC (4'Property Manager"). This agreement provides for management and other leasing duties for Talon 
First Trust, LLC for monthly payments of 7.5% of the monthly gross rental receipts at the property beginning July 2, 
2014 and continuing for 59 months thereafter. Subsequently, on Janumy 27, 2017, the agreement was terminated. 

The Company incurred$�77,679 and $614,662 of expenses for the years ended December 31, 2016 and 2015� 
respectively. On November 16, 2015, the Company entered into a $481,934 unsecured promissory note with the 
Property Manager related to unpaid fees for the period of March 2015 through December 2015. In June 2016 the 
Company entered into a $953,908 unsecured promissory note related to the refinance of the previous note plus 
unpaid fees for the period January 2016 through July 2016 due August 31, 2016. After that date, an additional 
$55,000 of fees became due and payable. 

On April 9, 2015, the Company entered into a significant lease arrangement with anew tenant On Janumy 27, 2017 the 
company executed a Second Amendment to the lease with the tenant to resolve issues concerning a notice of default 
that the Company received from the tenant on April I, 2016. The Second Amendment rescinds the Notice of Default 
and the Tennination Notice that the tenant had delivered, changes to the lease commencement date from January 1, 
2016 to Janwuy 1, 2018 andplaced$5.6 million in escrow to provide evidence of our ability to pay for the 
remaining tenant improv�ments. We deposited the required escrow fimds on January 27, 2017. 
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The depositing of the escrowed fimds was done for the express purpose of paying fur the buildout for the significant tenant 
The fimds were deployed to pay fur 1he tenant improvements. All remaining fimds were applied to reducing 1he loan 
amount 
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Legal Proceedings 

The Company filed a complaint in the State of Minnesota on June 10, 2016 to enforce the NOI Payment Agreement 
and other documents issued in conjunction with the Contribution Agreement entered into on May 29, 2014 with 
Bren Road; L.L.C. The defendant has responded and filed a counterclaim and third-party complaint against Talon 
Bren Road, LLC and Talon OP, LP on July 7, 2016. On November 9, 2016 the matter came before the court on the 
Defendant's motion for partial summary judgment. Subsequently, on February 27, 2017 the Hennepin County 
District Court issued a Findings ofFact and Order for Judgment on the counter claim against the Company in the 
amount of$719,365, plus post judgment interest which pursuant to our 10301 Bren Road and 180 E 5th Street loan 
agreements, constitutes a non-fmancial event of demult. In an attempt to collect on the judgment, the defendant filed 
a motion for the appointment of the receiver. The outstanding amount of the judgment was satisfied on June 23, 
2017 as part of the refinancing of Talon Bren Road, LLC's outstanding mortgages. On March 27, 2017 our 
complaint in the amount of $771,408 went to trial in Hennepin County District Court. On July 21, 2017 a judgment 
was ordered in favor of Bren Road, LLC and Talon O.P LP in the amount of $594,176. 

On January 12, 2015 and May 19, 2015, respectively, the Company entered into two separate $500,000 unsecured 
promissory notes with the same unrelated party. In 2015, the Company extended the maturity dares of both notes to 
December.31, 2015. Subsequently, the Company extended the maturity dates of both notes to the earlier ot the 
disposition or refinancing of the property at 180 E 5th Street in St. Paul or June 30, 2016. On September 24, 2016, 
the unrelated party filed a summons and complaint in the State of Minnesota claiming that the Company breached its 
obligation under the notes. On May 19, 2017, a judgment was entered against the Company in the amount of 
$1,476,498. 

On August 12, 2014, the Company entered intp a $500,000 unsecured promissory note with a related party, one of 
its directors. The note had an original maturity date of February 8, 2015. Proceeds from this note paid off additional 
notes entered into on December 30, 2013 and March 7, 2014, respectively, for $100,000 each, with the same 
party. In 2015, the Company extended the maturity date of the note to December 31, 2015. Subsequently, in 2016 
the Company extended the maturity date of the note to the earlier o( the disposition or refinancing of the property at 
180 E. Fifth Street in St Paul or June 30, 2016. On October 18, 2016, the related party filed a summons and 
complaint in the State of Minnesota claiming that the Company breached its obligation under the notes. In April 
2017, this matter went to trial and the plaintiffwas awarded $897,695 On May 31, 2017, the Court granted a 
Charging Order. against the Company and Taloµ OP L.P. where the Company and Talon OP L.P are required to pay 
all profits and distributions to the plaintiff until the full amount of the judgment is paid and satisfied. 

Subsequent to the judgment and charging order, in April 2018, the judgment was fully satisfied by the Company, 
granting a second mortgage in f.avor of the judgment creditor. 

On October 20, ·2016, a former employee filed a summons and complaint in the State of Minnesota claiming that the 
Company breached its obligation under terms of the former employee's employment with the Company. In January 
2017, the parties reached an agreement to settle all claims. The Company executed a $271;1.87 promissory note 
which is fully recorded on the Consolidated Balance Sheet as of December 31, 2016. The promissory note has been 
satisfied as of December 31, 2017. 

On January 25, 2017, in the matter of Swervo Management Division, LLC, as plaintiff, versus Talon Real Estate 
Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the Company executed a 
$1,330,167 amended and restated promissory note, plus interest on the unpaid balance at 10%. The entire principal 
balance shall be due and payable on the earlier of July 24, 2017 or upon a time that the Company refinances or sells 
its property located at 10301 Bren Road. This note replaces the Amended and Restated promissory note dated June 
30, 2016 in the amount of$953,908 ($1,008,908 as of December 31, 2016) given by Talon Real Estate Holding 
Corp. and Talon First Trust, LLC. On July 24, 2017, the $1,330,167 promissory note was amended and restared, 
based on the payment of combined principal and interest of$300,000, to a $1,095,764 promissory note, plus interest 
on the unpaid balance at 10%. The entire principal balance shall be due and payable on the earlier of October 24, 
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2017 or upon a time that the Company refinances or sells its property located at 10301 Bren Road The Company 
accepted a judgment on or about August 2018 for the full amount. 

On January 26, 2017, the Company refinanced several ofits outstanding liabilities with Gamma Lending Omega 
LLC. [SeeNote5.] The Company defaulted on the Note on January 27, 2018. The default was a payoff default The 
Company exchanged the asset and transferred the liability to FCROP. 
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TALON REAL EST ATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 9 - RESTRICTED STOCK 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to 
Directors under a director compensation plan. The 2013 F.quity Incentive Plan dated June 7, 2013 (the "Plan") 
allows up to 1,500,000 shares to be issued and granted to employees, non-employee directors, and consultants and 
automatically increases on January 1 of each year by three percent of the outstanding shares of common stock as of 
December 31 of the immediately preceding year. Employee awards granted in 2013 vest monthly over 36 months 
provided ·the recipient remains an employee or consultant of the Company. Awards granted in 2014 vest either 
immediately, monthly over a three-year period, or monthly over a five-year period. Awards granted in 2016 vest 
monthly over ten months or partially vest immediately and the remaining vest one-third annually over a one to three
year period. 

The Non-Employee Director Compensation Plan allows shares of restricted common stock to be granted to board 
members and is included under the Plan. The 2013 board member awards vest one-third of the shares on the date of 
grant, one-third on January 1 of the year following the date of grant, and one-third on January 1 of the second year 
following the date of grant, provided the recipient remains a member of the board as of the vesting date. The 2014 
awards vested immediately in March of 2014. The 2016 awards vest half on the date of grant and half on April IS, 
2017. 

As of December 31, 2016, the Company had granted 1,093,759 shares to employees and 480,000 shares to Directors 
under the Plan. 

The following table sets forth a summary of restricted stock: 

Granted and not vested, December 31, 2015 287,007 _S 1_.2_0 

Number of 
Restricted 

Weighted-average 
GnntDate 

Total Restricted Stock Shares Fair Value 
Granted and not vested, January I, 2015 
Granted 

652,817 $ 1.08 

Vested 
Forfeited or rescinded 

(219,968) 
_ ---->-"(1..,;..;45

'""";...;.;2) .84""""" 

0.95 
_____ l_.25 _ 

Granted 900,000 0.99 
Vested (401,308) 1.11 
Forfeited or rescinded ____ (.._46_1_._,6_99-) ______ l_.1�0 
Granted and not vested, December 31, 2016 324.ooo __ s _____ o_.9_s 

Total unrecogni7.ed compensation expense related to the outstanding restricted stock as of December 31, 2016, was 
$329,976, which is expected to be recognized over a weighted average period of 32 months. The Company 
recognized $411,107 and $173,970 of stock-based compensation expense for the years ended December 31, 2016 
and 2015, respectively, that is included in salary and compensation in the consolidated statements of operations. 
The Company used 0% for both the discount factor and forfeiture rate for determining the fair value of restricted 
stock. The Company has limited history to determine forfeiture trends and the Company considers the discount rate 
to be immaterial. 
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TALON REAL EST ATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 9- RESTRICTED STOCK (continued) 

Number of 
Restricted 

2013 Equity Incentive Plan Restricted Stock Shares 
Authorized bot not granted or issued, January I, 2015 691,S67 
Authorized increase in Plan shares 502,306 
Forfeited 145.842 
Authorized but not granted or issued, December 31, 2015 1,339,715 
Authorized increase in Plan shares 511,730 
Granted (900,000) 
Forfeited 461.699 
Authorized but not granted or issued, December 31, 2016 1.413.144

NOTE 10 - INCOME TAXES 

Deferred income tax assets and liabilities are determined based upon differences between the financial reporting and 
tax basis of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect when 
the differences are expected to reverse. The Company does not expect to pay any federal or state income tax for 
2016 because it projects losses to exceed operating income in 2016. Accounting standards require the consideration 
of a valuation allowance for deferred tax assets if it is "more likely than not'' that some component or all of the 
benefits of deferred tax assets will not be realized. Realization of deferred tax assets is dependent upon the 
generation of sufficient future taxable income. Management has detennined that sufficient uncertainty exists 
regarding realizability of its net deferred tax assets and bas provided a full valuation allowance of approximately 
$2,633,000 and $1,64-2,000 against the net deferred tax assets as of December 31, 2016 and 2015, respectively. The 
net change in the total valuation allowance was an increase of approximately $991,000 and $485,000 for the Years 
Ended December 31, 2016 and 2015, respectively. Based on these requirements no provision or benefit for income 
taxes has been recorded for deferred taxes. There were no unrecognized tax benefits at the end of the reporting 
period. 

The Company calculated its estimated annualized effective tax expense rate at 0% for December 31, 2016. The 
Company had no income tax expense based on its pre-tax loss for the years ended December 31, 2016 and 2015. 

Deferred tax assets (liabilities) consist of the following components as of: 

December 31, December 31, 
2016 2015 

Deferred tax assets: 
Loss carry forwards $ 2,633,000 $ 1,642,000 
Valuation allowance for deferred tax assets (2,633.000) ____ o""'",64 __ 2 __ .o __ oo __ > 

Net deferred tax assets __ s _______ _ s _____ _ 
The statutory income tax rate reconciliation for continuing operations to the effective rate is as follows: 

2016 2015 
Statutory U.S. inoome tax rate 34.00% 34.00% 
State taxe.,, net of federal tax effect 6.47 6.47 
Change in valuation allowance (19.83) (10.84) 
Other, including permanent differences (20.64) (29.63) 
Effective income tax benefit rate 

-----

-% 
----

-% 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDA lED FINANCIAL STAlEMENTS 
As of and for the Years Ended December 3 I, 2016 and 2015 

NOTE-IO- INCOME TAXES (continued) 

At December 31, 2016, the Company had net operating loss carryforwards for federal pwposes of$6,509,000 and 
$6,504,000 for state income tax purposes that are available to offset future taxable income and begin to expire in the 
year 2030. 

The future utilization offederal net operating loss carryforwards is subject to certain limitations under Section 382 
of the Internal Revenue Code. This section generally relates to a 50 percent change in ownership of a company over 
a three�year period. The issuance of additional shares could result in an "ownership change" under Section 382. 
Therefore, the ability to apply our net operating losses in the future may become limited. 

NOTE 11- INTANGIBLE ASSETS AND LIABILITIF.S 

The Company's identified intangible assets and liabilities at December 31, 2016 and December 31, 2015 were as 
follows: 

December 31, December JI, 

2016 2015 

Identified intangible assets: 
In-place leases $ 10,078,055 $ 10,078,055 
Above-market leases 1,832,939 1,832,939 

Accumulated amortization (4
2
168

1
849} (61445J9Q 

Net carrying amount $ Sz465
2
603 $ 7

2
742,145 

December 31, December 31, 

2016 2015 

Identified intangible liabilities: 
Below-market leases 507,746 507,746 

Accumulated amortization (357
1
108} (241

1
518} 

Net carrying amount $ 1501638 $ 266�8 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENfS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 11- INTANGmLE ASSETS AND LIABILfflFS (continued) 

Above-market leases, included in intangible assets, are amortized as a reduction of rent revenue and totaled 
$299,518 and $354,780 for the years ended December 31, 2016 and 2015, respectively. Amortization of below
market leases as an addition to rent revenue was $115,590 and $171,813 for the years ended December 31, 2016 and 
2015, respectively. Amortization of in-place leases was $1,m ,024 and $2,325,300 the year ended December 31, 
2016 and 2015, respectively. In-place leases, and above and below-market leases had a weighted average 
amortiz.ation period of 45 years in the year acquired. 

The estimated annual amortization of acquired intangible assets and liabilities for each of the five succeeding fiscal 
years is as follows: 

Years ending December 31, 

Assets LlabUldes 

2017 
2018 
2019 
2020 

$ 2,247,503 
1,654,921 
1,175,158 

388.021 

$ 113,849 
36,789 

$ S
2
465,603 $ 150.638 

NOTE 12- HEDGING ACTIVITIF.S 

The Company may use derivative instruments as part of its interest rate risk maoagement strategy to minimize 
significant unanticipated earnings fluctuations that may arise from variable interest rates associated with existing 
borrowings. On July 2, 2014, the Company entered into an interest rate cap contract for the notional amount of $33 
miUion with a strike rate of 2.5% on one month LIBOR as a hedge for a floating rate debt entered into on that 
date. The interest rate cap expired on July 5, 2016. The interest rate cap was issued at approximate market terms 
and thus no fair value adjustment was recorded at inception and the rate cap had no value as of December 31, 
2015. The Company did not elect hedge accounting treatment for the rate cap and as such, changes in fair value are 
recorded directly to earnings. 

NOTE 13- MANDA TO RILY REDEEMABLE PREFERRED OPERATING PARTNERSHIP UNITS 

On July 2, 2014, the Company issued 30,000 preferred units, at a price of $100 per unit, totaling $3,000,000. These 
preferred unit holders are entitled to distributions at a rate of 6% per annum of their liquidation preference amount of 
$100 per unit which are cumulative from the date of issuance and are payable monthly (to the extent there are 
sufficient distributable proceeds). The preferred units have been classified as a liability in the consolidated balance 
sheet as the preferred liquidation preference amount is mandatorily redeemable in specific amounts at specific dates 
in the future. The preferred units were redeemed on January 27, 2017 (see Note 15). 

NOTE 14- RELATED PARTY TRANSACTIONS 

In October 2016, the Company entered into a loan guaranty agreement with one of om shareholders, First Tracks 
LLC, to guaranty additional debt fmancing on behalf of the Company. Total fees of approximately $70,000 were 
paid by the Company to First Tracks dwing 2016 pursuant to this agreement. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 14- RELATED PARTY TRANSACl'IONS (continu�) 

Toe Gamma Loan (see Note 15) entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As 
consideration for the guarantee, Talon Real Estate Holding Company will issue First Tracks LLC 2.S00,000 shares 
of its common stock on January 27, 2017 and is due a fee of$7S0�0OO. 

NOTE IS-SUBSEQUENT EVENTS 

The Company has evaluated subsequent events for items that require recognition or disclosw-e in the Company's 
financial statements through the date these financial statements were issued. In addition to those items disclosed in 
Notes Sand 8, the following matters constitute material subsequent events through the date of this filing. 

On January 27, 2017, Talon First Trust, LLC, (the "Talon First Trust"), a Delaware limited liability company that is 
wholly owned by Talon OP, L.P., (the "Parent''), a Minnesota limited partnership and the entity through which 
Talon Real Estate Holding Corp. conducts substantially all of its business, entered into a Loan Agreement (the 
"Gamma Loan") with Gamma Real Estate Capital LLC (the "Lender"), a Delaware limited liability company, in the 
principal amount of$51.6 million. The loan bears an interest rate equal to the sum of(i) the greater of(x) the 
LIBOR Index Rate, and (y) the LIBOR Floor, plus (ii) a margin of9.00% per annum, and has an initial matwity date 
of January 26, 2018 with two 6-month options for the Company to extend upon satisfaction of certain 
conditions. Pursuant to the Gamma Loan, approximately $5.3 million has been deposited into an interest reserve 
account to be applied toward monthly interest payments to the Lender. 

The Gamma Loan is secured by (i) a mortgage on the Company's interest in its building located at 180 East 5th 

Street, St. Paul, Minnesota, 55 IO 1, (ii) an assignment of lease and rents, (iii) 100% of the membership and 
ownership interests in the Parent, and (iv) other collateral specified in the Gamma Loan docmnents. 

·---• 

Loan Proceeds 

Total Amount of loan $ 51,600,000 
Less: 
Mortgage payoff 29,3S4,n4 
Financing costs 1,032,000 
Closing costs 2,008,861 
Tenant improvements and lien reserves 5,881,126 
Redemption of preferred shares 3,050,000 '. 
Interest reserve 5,289,000 
Other reserves 3,230,TIS 
Satisfaction of Tl invoi�s and liens 1,537,460 

-��! e�<>�eds . i $ 216,051 

On January 27, 2017, Talon First Trust executed a Second Amendment to a lease with a tenant to resolve issues 
concerning a notice of default that Talon First Trust received from the tenant on April I, 2016. The Second 
Amendment rescinds the Notice of Default and the Tennination Notice that the tenant had delivered, changes to the 
lease commencement date ftom January I :, 2016 to January 1:, 2018 and places $5.6 million in escrow to provide 
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evidence of our ability to pay for the remaining tenant improvements. We deposited the required escrow ftmds on 
Janwuy 27, 2017 in connection wi.th the Talon First Trust refinancing described above. 

On June 21, 2017, Talon Bren Road, LLC, entered into a transaction that included a Promissory Note Secured by a 
Mortgage and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amom1t of $15.1 
million. The Note bears interest at a rate equal to 9.5% per annum and has an initial maturity date of June I, 2018. 
Toe Note is subject to a balloon payment upon maturity in the amount of SIS.2 million, which is comprised of the 
unpaid principle balance of$15.el million and the lUlpaid interest only payment of SO.I million. The loan is 
guaranteed personally by the Company's ChiefExecutive Officer. The transaction closed and funds were transferred 
on June 23, 2017. In addition, we entered into an unsecured Promissory Note with MCC Capital, in the principal· 
amount ofS0.2 million and agreed to pay the principal balance plus 10% on July 10, 2017. Proceeds from the 
Promissory Notes were used to satisfy the events of default on the l 0301 Bren Road property. 

Transaction 
Proceeds 

Total Amount of primary mortgage $ 15,127,000 
Promissory note - MCC Capital 165,000 
Good faith deposit - Company 20,500 

Total proceeds 15,312,500 
Less: 
Mortgage 1 payoff Bell Bank 10,557,439 
Mortgage 2 �yoff 2,273,916 
Mortgage 3 payoff 1,196,304 
Payoff Trooien judgment 744,145 
Financing costs 415,625 
Closing costs 57,613 
Interest reserve 35,927 
Insurance reserve 25,714 

Net proceeds $ 5,817 

On April 8,2017, the Company defaulted on a balloon payment due in the amount of$4.3 million dollars on the 
mortgage on its properties held by 5130 LLC .. The Company expects to refinance this obligation but as of the date 
of this report has been unable to do so. Failure to refinance this obligation could result in an acceleration of the 
mortgage loan and actions by the lender to foreclose on the properties. 

On January 25, 2017, in the matter ofSwervo Management Division, LLC, as plaintil versus Talon Real Estate 
Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the C�mpany executed a 
$1,330,167 amended and restated promissory note, plus interest on the unpaid balance at 10%. Toe entire principal 
balance shall be due and payable on the earlier of July 24, 2017 or upon a time that the Company refinances or sells 
its property located at 10301 Bren Road. This note replaces the Amended and Restated promissory note dated June 
30, 2016 in the amount of $953,908 ($1,008,958 at December 31, 2016) given by Talon Real Estate Holding Corp. 
and Talon First Trust, LLC. On July 24, 2017, the $1,330,167 promissory note was amended and restated, based on 
the payment of combined principal and interest of$300,000, to a $1,095,764 promissory note, plus interest on the 
lmpaid balance at 10%. The entire principal balance shall be due and payable on the earlier of October 24, 2017 or 
upon a time that the Company refmances or sells its property located at "10301 Bren Road. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 15-S�EQUENT EVENTS (continued) 

On March 7, 2017, a key tenant in one of our properties filed for Chapter 11 bankruptcy protection from its 
creditors. The details of the restructuring plan are unknown. The bankruptcy court might authorize the tenant to 
reject and terminate its lease with us. Our claim against the tenant for unpaid, future rent would be subject to a 
statutory cap that might be substantially less than the remaining rent actually owed tmder the lease. In either case, 
our claim for tmpaid rent would likely not be paid in full and this.could have a material adverse effect upon our 
business, results of operations and financial condition. 

In June 2017, First Trust was sold 100% for Operating Units of First Capital Operating Partnership, LP, a subsidiary 
of FCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

The principal and wipaid but accrued interest on the First Trust loan was refinanced by a first mortgage loan at a 
fixed interest rat� with Gamma Lending Omega LLC. This note was entered into on January 2017 and was done in 
January 2018. The Company defaulted on the loan due to a failure to further refinance the one (1) year loan and 
subsequently exchanged the property for Operating Units ofFirst Capital Operating Partnership, LP, a subsidimy of 
FCREIT, Inc., a Maryland corporation operating as a nontraded REIT. 

The principal and unpaid but accrued interest on Umaga loan was refinanced by an unsecured partnership pledge by 
QuickLiquidity, a Florida corporation. This pledge was entered into in January 2017. The pledge was refinanced by 
a first mortgage with Money360, as set forth in Note 8 to this table. 

The principal and unpaid but accrued interest expense on the Umaga loan was refinanced by a first mortgage in 
favor ofMoney360, a California company. This first mortgage was entered into on Jwie 21, 2017. This loan is on 
good standing and was extended wrtil Jlllle 2019 under a forbearance agreement 

The principal and accrued but unpaid interest on the roof and HV AC loan on Umaga loans was satisfied by a 
judgment against the lender. The lender and the Company entered into a Net Operating-Income guarantee. The 
lender defaulted on this guarantee. The company sued and obtained judgment on the lender. The company and the 
lender agreed to the judgment and partially satisfied the note owed by the Company in favor of the lender. 

In December 2018, the lender foreclosed and conducted a sheriffs sale on Maple Plain property. Pursuant to 
Minnesota law, a property foreclosed upon in this manner is subject to a six (6) month redemption. The Company is 
wider contract to sell one (I) of the two (2) properties and engaged in refinancing the second property. 

On August 31, 2018, Talon OP, L.P. (Talon-OP), which is the entity through which Talon Real Estate 
Holding Corp. ("Talon") conducts substantially all of its business, entered into a Contnbution Agreement (the 
"Antigua Contribution Agreement") with First Capital Real Estate Trust, Incorporated ("Contributor"), through First 
Capital Real Estate Operating Partnership, L.P. (the "FC-OP"), its operating partnership, for the acquisition of the 
FC-OP's interests in and to Goat Head Hill and Dutchman's Bay, Island of Antigua (the "Antigua Project"), 
including, without limitation, that certain Memorandum of Agreement dated July 28, 2015 between Brown 
Mclennon, the FC-OP and the government of Antigua and Barbuda regarding the development of hotels on the 
properties known as Dutchman's Bay and Goat Head Hill on Antigua and the FC-OP's 100% ownership interest in 
Goat Head Hill Resort Development Ltd and Dutchman's Bay, an Antigua and Barbuda Corporation. 

Pursuant to the Antigua Contribution Agreement, the FC-OP agreed to transfer all of its interests in the 
Antigua Project to Talon-OP. In consideration for such transfer Talon-OP will issue to the FC-OP $30.0 million in 
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units of its limited partnership interests ("LP Units"), or 12,000,000 LP Units based on a valuation of$2.50 per LP 
Unit. The LP Units will be payable in three installments over a two year period. The FC-OP has agreed to sign such 
documents at the Closing as are necessary in connection with its admission as a limited partner of the Company. 
This transaction closed in November 2018. 

On August 31, 2018, Talon OP, L.P. (Talon-OP), which is the entity through which Talon Real Estate 
Holding Corp. ("Talon") conducts substantially all of its business, entered into a Contribution Agreement (the 
"Hotels Contribution Agreement'') with First Capital Real Estate Trust, Incorporated ("Contributor"), through First 
Capital Real Estate Operating Partnership, L.P. (the "FC-OP"), its operating partnerslup, for the acquisition of seven 
entities, as described in the Hotels Con1ribution Agreement. In consideration for such transfer Talon-OP will issue to 
the FC-OP $14,796,765.00 in units of its limited partnership interests ("LP Units"), or 5,918,706 LP Units based on 
a valuation of$2.50 per LP Unit The aggregate value of the CompanieSl'HoteJs is $40,790,000 and a credit for 
existing indebtedness ("Existing Indebt.edness'') of$25,993,235.00. The Existing Indebtedness is set forth on Exhibit 
B attached hereto. The FC-OP has agreed to sign such documents at the Closing as are neces.wy in connection with 
its admission as a limited partner of the Talon-OP. 

Pursuant to the terms of the Hotels Contribution Agreement, Talon-OP's obligation to close upon the 
acquisition is subject to customary conditions to closing. This series of transactions closed in Winter 2018/2019. 

On December 31, 2018, the Company issued the 2,820,810 shares to First Tracks LLC. The shares have yet to be 
delivered. 

On December 15, 2018, the Company entered into a termination agreement with the landlord on the 5500 Wayzata 
Blvd office space. In exchange for vacating the premises, the accrued rent was forgiven. 

The Company bas relocated to a coworking space with a month-to-month lease. 

Subsequent to the judgment and charging order, in April 2018, the Cw-tis Marlcs judgment was fully satisfied by the 
Company, granting a second mortgage in filvor of the judgment creditor. 

On January 26, 2017, the Company refinanced several of its outstanding liabiliµes with Gamma Lending Omega 
LLC. The Company defaulted on the Note on January 27, 2018. The defilult was a payoff default The Company 
exchanged the asset and transferred the liability to FCROP. 

In March 2019, the Company issued Nine Million Two Hundred Fifty One Thousand Eight Hundred Ten 
(9,251,810) shares to various officers and directors. 

NOTE16-GOINGCONCERN 

These financial statements have been prepared on the going concern basis, which asslDlles that the Company will 
continue in operational existence for the foreseeable future. The Company has incurred significant losses. The 
Company incurred a net loss for the year ended December 31, 2016 of$8,270,938 (2015: $7,027,090), and as of 
December 31, 2016 had a total shareholders' deficit of$8,605,625 (2015: $745,794). [UPDAlE] 

Our short-tenn liquidity requirements consist primarily of funds needed to pay for operating expenses and other 
expenditures directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-term 
growth through acquisition of properties as well as general and administrative expenses operating as a public 
company. 
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We currently do not have available cash and cash flows from current operations to provide us with adequate 
liquidity for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have very limited 
cash flow from current operations. As of December 31, 2016, we had unrestricted cash of $108,418 and current 
liabilities including tenant improvement allowances, matming mortgage debt, unsecured debt, accounts payable and 
accrued expenses substantially in excess of the available cash. We therefore will require additional capital and/or 
increased cash flow ftom future operations to fund our ongoing business. 

In addition, because the loan agreements for our First Trust and-Bren Road properties contain provisions whereby 
judgments against a borrower or guarantor constitute an event of default, the following judgments are considered 
material to our liquidity and ability to continue as a going concern: 

•a On Februacy 27, 2017, a judgment in the amount of $719,365 was ordered against Talon Bren Road, LLC,a
which constituted a non-financial event of default under the mortgage loan agreement for our Bren Roada
property. On March 27, 2017, Talon Bren Road, LLC received a notice of a default under the tenns ofa
our second mortgage agreement, the outstanding balance of which was $2.0 million as of December 31,a
2016 and on April 13, 2017, Talon Bren Road, Li.C, Talon O.P. and Talon Real Estate Holding Corp.a
received a notice and acceleration of demand for payment of amounts outstanding under our first mortgagea
loan agreement, the balance of which was approximately $10.7 million as of December 31, 2016. On Junea
23, 2017, the amounts outstanding on the first and second mortgage were refinanced with a new lender anda
the judgment was satisfied out of proceeds of the refinancing (see Note 15). 

•a In April 2017, a judgment was entered against the Company and Talon OP L.P in the amount of$897,695a
related to demults on the repayment of a $500,000 promissory note dated August 12, 2014. Further, ona
May 31, 2017, the Court granted a Charging Order against the Company and Talon O.P. L.P where thea
Company and Talon O.P. L.P are required to pay all profits and distributions to the noteholder until the fulla
amount of the judgment is paid and satisfied.a

•a Subsequent to the judgment and charging order, in April 2018, the judgment was fully satisfied by thea
Company, granting a second mortgage in favor of the judgment creditor.a

•a On May 19, 2017, a judgment was entered against the Company in the amount ont,476,498 related toa
defaults on the repayment of a $500,000 promissory note dated January 12, 2015 and a $500,000a
promissory note dat.ed May 19, 2015.a

On April 8, 2017, the Company had a balloon payment of $4.3 million due on the mortgage of its properties held by 
5130 LLC. The Company expects to refinance this obligation but as of the date of this report has been unable to do 
so. Failme to refinance this obligation would further impact our liquidity, and would allow the lender to exercise its 
rights under the loan agreement, including acceleration of the mortgage note and initiation of a foreclosW"e 
proceeding. 

In December 2018, the lender foreclosed and conducted.a sheriffs sale. Pursuant to Minnesota Jaw, a property 
foreclosed upon in this manner is subject to a six (6) month redemption. The Company is under contract to sell one 
(I)aof the two (2) properties and engaged in refinancing the second property.a

On January 25, 2017, in the matter of Swervo Management Division, LLC, as plain� versus Talon Real Estate 
Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the Company executed a 
$1,330,167 amended and restated promissory note, plus interest on the unpaid balance at l0o/o. The entire principal 
balance is due and payable on the earlier of July 24, 2017 or upon a time that the Company refinances or sells its 
property located at 10301 Bren Road. On July 24, 2017, the $1,330,167 promissory note was amended and restated, 
based on the payment of combined principal and interest of $300,000, to a $1,095,764 promissory note, plus interest 
on the unpaid balance at 100/4. The entire principal balance shall be due and payable on the earlier of October 24, 
2017 or upon a time that the Company refinances or sells its property located at 10301 Bren Road. 

Subsequent to the judgment and charging order, in April 2018, the judgment was fully satisfied by the Company, 
granting a second mortgage in favor of the judgment creditor. 

In the futw-e, we may use a number of different sources to finance our liquidity needs, including cash flows from
operations, issuance of debt secwities or equity secwities (which might be common or preferred stock), private 
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financing (such as additional bank credit facilities, which may or may not be secured by our assets), asset sales, 
seller financing, property-level mortgage debt, or any combination of these somces, to the extent available to us, or 
other sources that may become available from time to time. Any debt that we incur may be recolll'Se or non-recourse 
and may be secured or unsecured. We may incur substantial costs in pursuing future capital financing, including 
investment banking fees, legal fees, accollllting fees, and other costs. Although we have successfully raised equity 
capital in the past, we cannot be assured that we will be able to continue to be su�ssful in raising capital through 
issuance of securities. Our ability to obtain needed financing may be impaired by such factors 8$ tbe capital 
markets, our status as a new enterprise without significant assets or demonstrated operating history, and/or the loss 
of key management There is no guarantee that we will be able to raise any required additional capital or generate 
sufficient cash flow from our current and proposed operations to fimd our ongoing business. · 

If adequate funds are not available on terms that are acceptable when required by the Company, the Company may 
be required to significantly reduce or refocus its operations, which could have a material adverse effect on its 
business, financial condition and results of operations, which could result in insolvency. In addition, the Company 
may have to delay, reduce the scope or eliminate some of our business development activities, which could reduce 
our revenue growth potential, if such adequate ftmds are not available. In addition, we have determined that our 
internal controls over financial reporting are ineffective and we likely do not have adequate processes and will need 
to change or implement new processes and controls. The Company therefore needs to raise additional capital or 
incur indebtedness-to continue to fund its future operations, which may come from one or a number of public or 
private sources. 

Although we plan to aggressively pursue acquisitions to grow our business there is no assurance that we will be able 
to acquire additional properties in the future or obtain the necessary financing to acquire such properties. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy 
current liabilities and do not provide us with adequate liquidity for the foreseeable future, we anticipate that we will 
undertake future debt or equity financing in 2017 or liquidate one or more of our property holdings. 

If we are Wlable to continue as a going concern, we may have to liquidate our assets and may receive less than the 
value at which those assets are carried on our consolidated financial statem�ts, and it is likely that investors will 
lose all or a part of their investment The financial statements do not contain any adjustments that might result from 
the outcome of this llllcertainty. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

Item 9A. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

We evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of 
December 31, 2016, the end of the period covered by this Annual Report on Fonn I 0-K. This evaluation was dones
under the supervision and with the participation of management, including our Chief Executive Officer ("CEO,,) ands
Chief Financial Officer ("CFO"). Disclosure controls and procedures means controls and other procedures that are 
designed to provide reasonable assurance that information required to be disclosed in the reports that we file or 
submit under the Securities and Exchange Act of 1934, as amended (the "Exchange Act:1, such as this Annual 
Report on Form 10-K, is recorded, processed, swnmarized and reported within the time periods specified in the rules 
and forms of the Securities and Exchange Commission ("SEC"). Disclosure controls and procedmes include, 
without limitation, controls and procedures designed such that information is accumulated and communicated to our 
management, including our CEO and CFO, as appropriate to allow timely decisions regarding required disclosure. 

As a result of such evaluation and this conclusion, our CEO and CFO also have concluded that our 
discloSW'e controls and procedures were not effective as of December 31, 2016 in ensuring that (.1) information 
required to be disclosed in our reports filed wider the Securities Exchange Act was recorded, processed, summarized 
and reported within the time periods prescribed by SEC rules and regulations, and (2) such information was 
accumulated and communicated to our management to allow timely decisions regarding required disclosure. 

Management's Annual Report on Internal Control Over Fmancial Reporting 

Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting. Internal control over financial reporting is defined in Rules 13a-l 5(f) and 15d-l 5(f) under the Exchange 
Act as a process designed by, or under the supervision o� our principaJ executive and principal financial officer and 
effected by our board of directors, management and other personnel, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles and includes those policies and procedures that: 

•s pertain to the maintenance of records that in reasonable detail accurately and fairly reflect thes
transactions and dispositions of our assets;s

•s provide reasonable assurance that transactions are recorded as necessary to permit preparation ofs
financial statements in accordance with generally accepted accowiting principles, and that our receiptss
and expenditures are being made only in accordance with authorizations of our management ands
directors; ands

•s provide reasonable asslll'3Ilce regarding prevention or timely detection ofunauthori7.ed acquisition, uses
or disposition of our assets that could have a material effect on our financial statements.s

Under the supervision and with the participation of management, including our principal executive and 
financial officers, we assessed the effectiveness of our internal control over financial reporting as of December 31, 
20 I 6, based on criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO) in Internal Control-Integrated Framework (2013). 

Based on this assessment, management identified material weaknesses in our internal control over financial 
reporting, as described below. As a result of these material weaknesses, management concluded 1ha4 as of 
December 31, 2016, our internal control over financial reporting was not effective based on the Framework. 

A material wealmess is a deficiency, or combination of deficiencies, in internal control over financial 
reporting, such that there is a reasonable possibility that a material misstatement of the annual or interim financial 
statements will not be prevented or detected on a timely basis. 
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The following control deficiencies were identified and were determined to be material weaknesses in our 
internal control over financial reporting as of December 31, 2016: 

1.o Internal Control Environmento
2.o Period end Financial Reporting Processo

The material weaknesses occwred as a result of a significant turnover in the Company's accounting 
personnel in the latter part of the year, which, despite having established policies and procedures, the company 
lacked adequate controls regarding training in in the internal control environment. In addition, we did not maintain 
a sufficient complement of personnel with the appropriate acc01mting knowledge, experience and training, 
commensurate with our financial reporting requirements in order to execute a timely close, which resulted in 
incomplete disclosmes, unreconciled accolllltS, incomplete accounting for certain events and transactions and 
inaccLD'Bte conclusions. This resulted in misstatements that were corrected by the Company prior to the issuance of 
the annual consolidated financial statements, and for which a reasonable possibility existed that a material 
misstatement in the Company's consolidated financial statements would not be prevented or detected on a timely 
basis. 

Management also identified multiple significant deficiencies in its review. These could also lead to 
. potential misstatements in om financial statements or prevent the Company from timely completing its financial 

statement preparation 

Management Remediation Piao 

Due to the material wealmesses reported as of December 31, 2016, management perfonned additional 
analysis and procedures to ensme that our consolidated financial statements and schedules included in this Annual 
Report were presented fairly in conformity with generally accepted accounting principles and fairly present in all 
material respects our financial position, results of operations and cash flows for the periods presented. 

Management will implement changes to our internal control over financial reporting to remediate the 
control deficiencies that gave rise to the material weaknesses. We are undertaking the following remediation plans 
and actions: 

•o Develop and deliver Internal Controls ("COSO") training to Executives and finance/acco1D1ting resources.o
The training will include a review of management's and individual roles and responsibilities related too
internal controls;o

•o hire accounting personnel with the appropriate level of knowledge to properly record transactions in theo
general ledger and prepare financial statements in accordance with generally accepted accountingo
principles; ando

•o provide increased board level oversight to ensure established policies and procedmes are adhered to.o

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 
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This annual report does not include an attestation report of the Company's independent registered public 
accounting firm regarding internal control over financial reporting. Management's report was not subject to 
attestation by the company's independent registered public accounting firm pursuant to rules of the Securities and 
Exchange Commission that permit the company, as a smaller reporting company, to provide only management's 
report in its annual report. 

Changes in Internal Control over Financial Reporting 

There were the following changes in the Company's internal control over financial reporting that occurred 
during the three months ended December 3 I, 2016 which have the potential to have materially affected, or is 
reasonably likely to have materially affect, the Company's internal control over financial reporting. 

On August 18, 2016, Eun Stowell, the ChiefFinancial Officer of Talon Real Estate Holding Corp., resigned 
her positions with the Company. Matthew G . .Kaminski served as interim ChiefFinancial Officer until November 1, 
2016, when Keith Gruebele was appointed as our Chief Financial Officer. 

On September 16, 2016, Neil Brown and Curt Mades resigned from our board of directors. Op. September 
16, 2016, Marc P. Agar and Kristian G. Wyrobek were elected to our board of directors. The new directors have 
been appointed to the audit committee and compensation committees of the board of directors. 

Item 9B. Other Information 

None. 
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PARTW 

Item 10. Directors, Executive Officers and Corporate Governance 

The information required by this item with respect to executive officers is contained in Item l of this 
Annual Report on Form 10-K under the heading "Executive Officers." 

Directors 

The following table sets forth certain infonnation regarding each of our dir.ectors: 

Director 

Name Position Since 

MG Kaminski 57 Chief'Executive Officer end Cbamnan of the ,Board of Directors June2013 
MarcP.Agar 46 Director Sept2016 
� G. Wyrobek 64 Director Sept2016 

Ow- board of directors has established en audit committee, a compensation committee and a governance 
and nominating committee. Mr. Agar and Mr. Wyrobek are the sole members of each of our committees. 

MarcP.Agar 

Mr. Agar is the founder and CEO of CA Communications, Inc., a nationally recognized partner telecom 
since 2002. From 1997 to 2002, Mr. Agar was a regional GM/Vice President of sales and operations for the 
McLeod ms Group. Mr. Agar has also consulted with senior level executives for a variety of companies ranging in 
size from $20 million to $6 billion in revenue. 

Kristian G. Wyrobek 

Mr. Wyrobek is the owner and CEO of 7-SIGMA Inc., a successful Manufacturer Headquartered in 
Minneapolis since 1973. Mr. Wyrobek has a MBA from St Thomas University. Over the past 40+ years he has led 
7-SIGMA to be a leader in High Value Polymer Products with shipment to customers worldwide. Mr. Wyrobeko
installed significant process controls including ISO 9000 and 14-00 l standards. Mr. Wyrobek also owns and manageso
real estate mainly for his own manufacturing needs.o
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Audit Committee of our Board of Directors 

None. 

Director Independence and Audit Committee Financial Expert 

None. 

Code of Ethics 

We have adopted a code of business conduct applicable to our directors, officers (including our principal 
executive officer and principal financial officer) and employees. The Code of Business Conduct is available on our 
website at www.talonreit.com under the Corporate Governance section. We plan to post on our website at the 
address descnbed above any future amendments or waivers of our Code of Conduct. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Securities Exchange Act of 1934 and the regulations promulgated there under require 
directors and certain officers and persons who own more than ten percent of our common stock to file reports of 
their ownership of our common stock and changes in their ownership with the SEC. To our knowledge, all reports 
required to be filed under Section 16(a) of the Securities and Exchange Act of 1934 were filed on a timely basis 
during 2016, except (a) Neil Brown, a former director, failed to timely file a Fonn 4 reporting the vesting of 
140,000 shares of restricted common stock, (b) Curtis Marks, a fonner director, failed .to timely file a Form 4 
reporting the vesting of 100,000 shares of restricted common stock, ( c) Eun Stowell, our former Chief Financial 
Officer, failed to timely file a Form 4 reporting the vesting of 100,000 shares ofrestricted common stock, and ( d) 
Marc Agar and Kristian Wyrobek, two of our directors, failed to file Form 3s reporting their initial beneficial 
ownership of the Company's securities. 

Item 11. Executive Compensation 

This section contains a discussion of the material elements of the compensation program covering our chief 
executive officer and chief financial officer named in the Summary Compensation Table elsewhere in this report, 
who are referred to in this report as the named executives. 

Executive Compensation Objectives 

The goal of our executive compensation program is to attract and retain motivated individuals who will 
lead our company to achieve long-term success and growth in shareholder value. In pursuit of this go� we shall 
seek executive compensation commensurate with the level of job responsibility, individual performance and 
company performance and to align the interest of the named executives with those of our shareholders. We seek to 
motivate cunent and long-term performance through cash and equity incentive awards and to remain competitive 
with the compensation of other leading employers who compete with us for talent. 
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Compensation Committee Process 

Our compensation committee consists of our independent directors, Mr. Agar and Mr. Wyrobek, who meet 
periodically to review compensation for each executive officer. The chairman of the committee, Mr. Wyrobek. 
The committee members consider all elements of compensation and utilize their experience and judgment in 
determining the total compensation elements appropriate for each executive consistent with om compensation 
objectives. The compensation committee has determined that our compensation programs do not create 
inappropriate or excessive risk that is likely to have a material adverse effect on the company. 

Our compensation committee consults with our management, and our chief executive officer makes 
recommendations to the committee regarding compensation of our executive officers. Our chief executive officer 
participates in the compensation committee's deliberations regarding compensation for executive officers other than 
our chief executive officer, although all detenninations are made by the committee. The compensation committee's 
charter provides that our chief executive officer may not be present dwing the committee's voting or deliberations 
regarding the chief executive officer's compensation, and he does not participate in such voting or deliberations. 

Determining Executive Compensation for 2016 

Our executive compensation program for 2016 consisted of three main elements: 

•o Basesalmyo
•o Equity awardso
•o Other benefitso

We have a long-term equity incentive program that we have used in the past to encourage the creation of 
long-term value for our shareholders, retain our key executives and build equity ownership among participants in the 
program. We believe stock grants can align the interests of the named executives with those of our shareholders and 
enhance retention of key executives and provide value only if the employee remains with our company until his or 
her stock grants vest 

Elements of Executive Officer Compensation for 2016 

Base Salary 

Base salary is a set amount of cash compensation that is not variable in nature. Base salaries for the 
executive officers are reviewed annually by the compensation committee, but are not automatically increased if the 
committee believes that the executive's total compensation opportunity from all elements of compensation is 
appropriate in light of our compensation objectives. Adjustments are based on each executive officer's performance 
for the prior year; his or her experience, expertise and position within our company; overall company performance; 
and compensation levels for comparable positions at other companies in the retail industry with whom our company 
competes, as reported in external compensation sources. Although the compensation committee may use 
comparative data as a tool to assess reasonableness and competitiveness of base salaries, the members of the 
committee exercised their subjective judgment in view of our compensation objectives. 

The aggregate base salaries earned by the named executives in fiscal 2016 are listed in the Summmy 
Compensation Table below. Our compensation committee did not approve any increases in base salary for 
executive officers in 2016. 
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Equity Awards 

Equity incentive award compensation is a key component of our company's executive compensation 
strategy. The 2013 Equity Incentive Plan (the "2013 Plan'') allows us to grant stock options, stock appreciation 
rights (or SARs), restricted stock, stock units, other stock-based awards and cash incentive awards. Each award will 
be evidenced by an agreement with the award recipient setting forth the terms and conditions of the award, except 
for awards that involve only the immediate issuance of unrestricted shares of our common stock. Awards under the 
2013 Plan have a maximum term often years from the date of grant. The compensation committee may provide that 
the vesting or payment of any award will be subject to the attainment of specified performance measmes in addition 
to the satisfaction of any continued service requirements, and the compensation committee will determine whether 
such measures have been achieved The compensation committee may generally amend the terms of any award 
previously granted, except that no stock option or SAR may be amended to decrease its exercise price or in any 
other way be ''repriced" without the approval of our shareholders, and no award may be amended in a way that 
materially impairs the rights of a participant without the participant's consent (unless the amendment is necessmy to 
comply with applicable law or stock exchange rules or any compensation recovery policy adopted by our board of 
directors or the compensation committee). Under the 2013 Plan, our compensation committee may structure any 
"full value award" (an award other than an option, SAR or cash incentive award) or any cash incentive award in a 
manner designed to qualify the award as performance-based compensation that is not subject to the $1,000,000 
limitation on the fedeqtl income tax deductibility of compensation paid to any covered executive officer that is 
imposed by Section l 62(m) of the Code. 

In 2016, we granted om Chief Financia1 Officer, Mr. Gruebele, 50,000 shares of common stock upon 
joining our company, as well as 300,000 shares of restricted common stock that vest as to one-third of the shares on 
each of the first three anniversaries of the date of grant We made this grant to induce Mr. Gruebele to join our 
company, � well as to align his personal financial interests with those of our shareholders 

Other Benefits 

The compensation committee believes that we must offer a competitive benefits program to attract and 
retain our executive officers. During 2016, we provided medical and other benefits to our executive officers that are 
generally available to our other employees. 

Other Agreements and Policies 

Employment Agreements 

MG Kaminski 

We are party to an employment agreement with MG Kaminski, our Chief Executive Officer. The initial 
term of the agreement is for three years beginning on June 7, 2013, and the agreement will automatically renew for 
additional one-year terms unless terminated by us or Mr. Kaminski by providing at least 90 days written notice of 
termination prior to the end of the then-current term. �t to the agreement his base salacy will be determined by 
our board of directors or the compensation committee and reviewed annually. Mr. Kaminski earned an annual base 
salary of $23,660 for 2014, 2015 and 2016. Mr. Kaminski is eligible to receive bonus compensation in the form of 
cash and stock in the discretion of our board of directors or the compensation committee if he meets or exceeds 
performance goals mutually agreed upon by him and us. Such bonus compensation will be determined by our board 
of directors or the compensation committee on an annual basis. No bonus compensation was paid to Mr. Kaminski 
in 2016. As of the date of this report, we have not agreed on any performance goals for 2017 with Mr. Kaminski. 

Mr. Kaminski's employment agreement requires he not disclose our confidential infonnation during the 
term of the agreement or thereafter. He also is prohibited from competing with us or soliciting any of our employees 
during the term of his employment with us and for a period of one year following termination of his employment. 
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Equity Award Approval Policy 

Our board of directors has adopted a policy regarding the approval of equity awards under the 2013 Plan. 
Equity awards are generally determined annually by a meeting of the compensation committee. 

T� Deductibility of Compensation 

Section l 62(m) of the Internal Revenue Code imposes a $ I million limit on the amount that a public 
company may deduct for compensation paid to the company's chief executive officer or its other four most highly 
paid executive officers. This limitation does not apply to compensation that meets the requirements under Section 
162(m) for "qualifying performance-based'' compensation (i.e., compensation paid onJy if the individual's 
performance meets pre-established objective goals based on performance criteria approved by shareholders). We 
believe that all executive compensation in 2015 is deductible under current federal income tax laws. We believe 
there may be circumstances in which our interests are best served by maintaining flexibility in the way 
compensation is provided, whether or not compensation is fully deductible under Section 162(m). We also believe 
that the amount of any loss of a tax deduction under Section l 62(m) will be insignificant to our company's overall 
tax position. 
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Summary Compensation Table 

The following table shows, for our named executives, infonnation concerning compensation earned for 
services in all capacities dwing fiscal years 2016, 2015 and 2014. 

Other 

MG Kaminski, Chief Executive Officer 2016 
2015 

Salary 

(S! 
23,660 
23,660 

Stock Awards 

{Sl (I! 
Compensation 

iSl2l 
12,000 
13,200 

Total 

,si 
35,660 
36,860 

Keith Gruebele(3) 2016 20,000 48,000 68,000 

Eun Stowell, Chief Financial Officer(4) 2016 
2015 

127,499 
200,000 73,985 

6,731 
8,658 

134,231 
282,643 

(1) Values expressed represent the actual compensation cost recognized by our company during the years presented for
stock awards granted and utilizing the asSlDllptions discussed in Note 9 to our company's financial statements for 2016.e

(2)e Consists of the amowrts paid for insurance and other employee benefits for the benefit of the named executives.e
(3) Mr. Oruebele was appointed ChiefFinancial Officer on November 1, 2016e
(4) Ms. Stowell r�igned as our Chief Financial Officer on August 18, 2016e

Grants of Plan-Based Awards 

350,000 of awards were granted wider the 2013 Plan to the named executive officers dwing 2016. 

Outstanding Equity Awards at Fiscal Year-End 

Toe following table sets forth certain infonnation concerning outstanding awards granted Wlder the 2013 
Plan to the named executive officers as of December 31, 2016. 

Number of Shares Market Value of 
of Stock That Have Shares of Stock That 

Name Not Vested Have Not Vested 
Keith Gruebele 300,000 $294,000 

(1) Market value of shares determined using the price of limited shares traded on September 22, 2016. The stock bas note
been traded on the Over the Comrter Bulletin Board since that date through December 31, 2016.e

Potential Payments Upon Termination or Cbange--in-Control 

Employment Agreement Provisions 

86 



Change in Control 

Unless otherwise provided in an award agreement, if a change in control, as defined belQw, occurs that 
involves a sale of all or substantially all of our assets or a merger, consolidation, reorganization or statutory share 
exchange involving our company, om board of directors or compensation committee are to take one or more of the 
following actions with respect to outstanding awards under the 2013 Plan: 

•e Arrange for the surviving or successor entity to continue, assume or replace some or all of the outstandinge
awards under the 2013 Plan.e

•e Accelerate the vesting and exercisability of outstanding awards prior to and conditioned upon the occurrence
of the event and provide that unexercised options and SARs will be terminated at the effective time of thee
evente

•e Cancel any outstanding award in exchange for payment to the holder of the am01mt of the consideration that
would have been received in the event for the number of shares subject to the award, less the aggregate
exercise price (if any) of the award.e

•e Provide that if an award is continued, assumed or replaced in connection with such an event and if within 18
months after the event a participant experiences an invohmtary termination of service other than for cause,e
the participant's outstanding awards will vest in full, will immediately become fully exercisable and will
remain exercisable for one year following termination.e

•e Make adjusbnents to awards as descnbed below under the caption "Adjusbnent of Awards.''e

Director Compensation for 2016 

The following table shows information concerning compensation provided to each of our non-employee 
directors for services provided during 2016. 

Stock Awards Fees earned or Total Compensation 
Name ($) (1) paid in cash ($) (S) 
MarcP •. Agw(l> 
Kristian G. Wyrobetc<3> 
Neil Brown Cl) 140,000 70,000 
Curtis Marks C2> 100,000 50,000 

(1)e Valuation for restricted stock awards is b� on the compensation cost we recognized during the year for
financial statement purposes under generally accepted accounting principles for awards granted utilizing thee
assumptions noted in Note 9 to our consolidated financial statements for 2016.e

(2)e Mr. Brown and Mr. Marks resigned from the Board ofDirectors effective September 16, 2016e
(3)e Mr. Agar and Mr. Wyrobek were named to our Board of Directors effective September 16, 2016e

As of June 7, 2013, we adopted our director compensation plan included in the 2013 Plan. Under the Plan, 
in addition to reimbursing directors for their out-of-pocket expenses in connection with attending meetings of our 
board of directors and board committees, we granted each non-employee director 60,000 shares of restricted 
common stock upon election to the board, with 20,000 shares vesting on the date of grant and the balance vesting in 
two equal amounts on January 1 of the calendar years following the date of grant. Mr. Marks was granted 100,000 
shares and Mr. Brown was granted 140,000 shares in June 2016 but 50,000 and 70,000 shares were forfeited upon 
their resignation, respectively. We provided no other compensation to our employee directors.for service on our 
board of directors or committees of the board. 

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

Outstanding Equity Awards 

The following table provides infonnation as of December 31, 2016 for our 2013 Equity Incentive Plan 
under which securities may be issued: 
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vested 

88 

Number of shares Weighted-avenge Number of shares 
granted bat not price of stock remaiaiag available 

ts<•> for future issuance 

324,000 
gna 
$0.98 1,413,144_ 

Plan 

2013 Equity Incentive Plan (approved by shareholders) 
Equity compensation plans not approved by shareholders 

(1)oThe weighted-average price of stoclc grants was determined using the price at which om common stock last traded on the
Over the Counter Bulletin Board prior to the stock awards granted.o

Security Ownership of Principal Shareholders and Management 

The following table sets forth certain information regarding the ownership 9f O\D' common stock as of 
March 25, 2017 by each shareholder whom we lmow to be the beneficial owner of more than 5% of our common 
stock, each director, each named �xecutive officer, and all executive officers and directors as a group. At the close 
of business on March 25, 2017, there were shares of common stock issued and outstandin& each of which is entitled 
to one vote. 



Unless otherwise indicated, the listed beneficial owner has sole voting power and investment power with 
respect to such shares and the mailing addr9 for_ each person listed in the table is 5500 Way1.ata Blvd., Suite 1070, 

<1) Includes 2,820,810 shares wuable to The Kaminski Trust in connection with our anticipated acquisition of the remaining 51% 
interest in 5130 LLC and 209,190 shares owned by The Kaminski Trust for which MG Kamin.ski and his wife, Brenda H.· 
Kaminski, serve as trustee. AJso includes 5,275,000 � owned by First Tracks, LLC which is wholly owned by Ms. Kaminski. 
Mr. Kmnmski may be deemed to have shared voting and investment power over the shares held by the First Tracks, LLC, but 
disclaims beneficial ownership of such shares. 

t2> Fust Tracks, LLC is wholly owned by Brenda H. Kaminsk4 the wife of MG Kaminski. The address for First Tracks, LLC is 80 
South Eighth Street, Minneapolis, Minnesota, S5402. 

(3) Includes 500,000 shares owned by the First Tracks, LLC Irrevocable Trust FBO Mikhail Orcgoiy Kaminski, 500,000 shares 
owned by the rll'St Tracks, LLC Irrevocable Trust FBO Kylie Elizabeth Kaminski, 500,000 � owned by the First Trades, 
LLC lnevocable Trust FBO Katrina Johanna Kaminski, and 500,000 shares owned by the rllSt Tracks, LLC Irrevocable Trust 
FBO Colette Christine Kamin.m (the "Kaminski Kid Trusts0

), all fur which Thomas F. Dougherty serves as the trustee. The 
address fur Mr. Dougherty is 80 South Eighth Street, Minneapolis, Minnesota, 5S402. Mr. Dougherty may be deemed to have 
shared voting and investment power over the shares held by the Kammski Kid Trusts, but disclaims beneficial ownership of 
such shares. 

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

In October 2016, the Company entered into a loan guaranty agreement with one of our shareholders, First 
Tracks LLC, to guaranty additional debt financing on behalf of the Company. Total fees of approximately $70,000 
were made by the Company to First Tracks pursuant to this agreement 

The Gamma Loan entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As consideration 
for the guarantee, Talon Real Estate Holding Company will issue First Tracks LLC 2,500,000 shares of its common 
stock on Janumy 27, 2017 and is due a fee ofS750,000. These shares were issued in a transaction exempt from 
registration pursuant to Section 4(aX2) of the Securities Exchange Act of 1933. 

Minneapolis, Minnesota 55416. 

Name and Address Pen:entage of 
of Beneficial Owner Number of Shares Outstanding Shares 
Directors and Executive Officers: 
MGKaminski 
Keith Gruebele 

8,.305,000(1) 
50,000 

48.1%(1) 
03% 

MarcP.Ag;ir 
Kristian Wyrobek 
All directors and executive officers as a group (5 persons) 

1,050,000 
800,000 

10,205,000 

6.1% 
4.6% 

59.1% 

Other Beneficial Owners: 
First Tracks. LLC 
Thomas F. Dougherty 

5,275,000Cl> 
2,040,00()(l) 

29.9% 
11.6% 
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Review, Approval or Ratification of Related Person Transactions 

On JW1e 7, 2013, our board of directors adopted a written related person transaction approval policy which· 
sets forth our company's policies and procedures for the review and approval of any transaction required to be 
reported in our filings with the SEC. This policy applies to any financial transaction, arrangement or relationship 
(including any indebtedne� or guarantee of indebtedne�) or any series of similar transactions, arrangements or 
relationships in which we are a participant and in which a related person has a direct or indirect interest where such 
person's interest in the transaction(s), in aggregate, involves at least $120,000 in value in a fiscal year of the 
Company. In order for the transaction, arrangement or relationship to be subject to this policy, there must a 
financial aspect to the trarisaction, which may, for example, involve payments between us and the related person or 
otherwise providing value to one of the parties. 

"Related Persons" include: 

•e all directors and executive officers of the Company;e
•e any nominee for director of the Company;e
•e any immediate family member of a director, nominee for director or executive officer of thee

Company;ande
•e any beneficial owner of more than 5% of any class of the Company's voting secmities, or ane

immediate family member of such holder.e

"Immediate family members" include children, stepchildren, parents, stepparents, spouses, siblings, 
mothers- and fathers-in-law, sons- and daughters-in-law, brothers- and sisters-in-law and any other person 
( other than a tenant or employee) sharing the household of one of the individuals listed above. 

An "indirect'' interest of a Related Person in a transaction includes a Related Person serving as an officer or 
general partner ot: or being a significant investor or equity holder in, an entib' that is a party to a 
transaction with the Company. 

The following transactions are exempt :from this policy: 

•e payment of compensation by the Company to a Related Person for the Related Person's service toe
the Company in the capacity or capacities that give rise to the person's status as a "Relatede
Person;"e

•e transactions available to all employees or all stockholder of the Company on the same tenns; ande
•e transactions, which when aggregated with the amollllt of all other transactions between thee

Company and the Related Person or any entity in which the Related Person has an interest, involvee
less than $120,000 in a fiscal year of the Company.e

The Audit Committee of the Board of Directors of the Company (the "Committee") is to approve any 
Related Person Transaction subject to this policy before commencement of the Related·Person Transaction or if 
applicable, before stockholder approval of the Related Person Transaction. The Related Person Transaction should 
be presented to the Committee by an executive officer of the Company requesting that the Committee consider the 
Related Person Transaction at its next meeting. 
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The Committee will analyz.e the following factors, in addition to any other factors the Committee deems 
appropriate, in determining whether to approve a Related Person Transaction: 

•o whether the terms are mir to the Company;o
•o whether the transaction is material to the Company;o
•o the role the Related Person has played in arranging the Related Person Transaction;o
•o the structure of the Related Person Transaction; ando
•o the interests of all Related Persons in the Related Person Transaction.o

A Related Person Transaction will only be approved by the Committee if the Committee determines that 
the Related Person Transaction is beneficial to the Company and the terms of the Related Person Transaction are fair 
to the Company. 

Director Independence 

All of our directors, except for MG Kaminski are "independent'' as that term is defined in Rule 5605(a) of 
the NASDAQ Stock Market Marketplace Rules, which is the standard for independence we have chosen for 
purposes of the disclosure required in this report by SEC rules ( even though our common stock is not listed on the 
NASDAQ Stock Market). 

Item 14. Principal Accounting Fees and Services 

In addition to reimbursement for certain out-of-pocket expens� the following table presents the aggregate 
fees billed for professional services by Baker TillY Virchow Krause, L.L.P. in 2016 and 2015 for these various 
services: 

Year Ended Year Ended 
December 31, December 31, 

Desc!ietion of Fees 2016 2015 

Audit fees <1> $ 102,S0O $ 85,400 
Audit-related fees (2) C3> 
All other fees <4>o

$ •�soo s 85:1400 

(l)oAudit Fees are the aggregate fees billed fur pro�sional services rendered by the principal accountant for the audit of theo
registrant's mmual fmancial statements and review of financial statements included in the registrant's Fonn I 0-Q or serviceso
that are normally provided by the accoWltant in connection with statutory and regulatory filings or engagements for thoseo
fiscal years. This includes fees related t.o the review of the Company's Fonn S-8 filin�.o

(2) Audit-Related Fees are the aggregate fees billed for assurance and related services by the principal accountant that are 
reasonably related to the performance of the audit or review of the registrant's financial. statements and are not reported 
under "Audit11 No audit-related fees were billed in 2016 or 20 IS. • 

(J) r� Fees consist offees billed for professional services rendered for tax compliance, tax advice and tax planning. 

(4) All Other Fees were not paid in years presented.o
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Approval of Independent Registered Public Accounting Firm Services and Fees. 

The Audit Committee Charter requires that our audit committee approve the retention of our independent 
registered public accounting finn for any non-audit service and consider whether the provision of these non-audit 
services by our independent registered public accounting firm is compab"ble with maintaining our independent 
registered public accounting finn 's independence, prior to engagement for these services. Our audit committee 
actively monitors the relationship between audit and non-audit services provided. All of the services listed tmder the 
heading Audit-Related Fees were pr�approved by our audit committee pursuant to our Audit Committee Charter. 

PARTIV 

Item IS. Exhibits, Financial Statement Schedules 

The following documents are filed as a part of this Annual Report on Form I 0-K: 

(a)eFinancial Statements: The financial statements filed as a part of this report are listed in Part II, Item 8.e

(b) Financial Statement Schedules: The schedules are either not applicable or the required information is 
presented in the consolidated financial statements or notes thereto. 

( c)eExhibits: The exht"bits incorporated by reference or filed as a part of this Annual Report on Form 10-Ke
are listed in the Extn"bit Index immediately following the signatures to this report.e
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SIGNATURES 

Pursuant to the requirements of Section 13 or lS(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Dated: September 6, 2017 TALON REAL ESTATE HOLDING CORP. 

By: Isl MG Kaminski 
MGKaminski 
Chief Executive Officer 

Each of the undersigned hereby appoints MG Kaminski and Keith Gruebele, and each of them (with full power to 
act alone), as attorneys and agents for the undersigned, with full power of substitution, for and in the name, place 
and stead of the widersigned, to sign and file with the Securities and Exchange Commission under the Securities Act 
of 1934, any and all amendments and exlubits to this annual report on Fonn 10-K and any and all applications, 
instruments, and other documents to be filed with the Securities and Exchange Commission pertaining to this annual 
report on Form 10-K or any amendments thereto, with full power and authority to do and perform any and all acts 
and things whatsoever requisite and necessary or desirable. Pursuant to the requirements of the Securities Exchange 
Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the 
capacities indicated on September 6, 2017. 

Name and Signature Title 

Isl MG Kaminski Chief Executive Officer and Director (principal executive officer) 
MG Kaminski 

Isl Keith Gruebele Chief Financial Officer (principal financial and accounting officer) 
Keith Gruebele 

Isl Marc P. Agar Director 
MarcP.Agar 

Isl .Kristian G. Wyrobek Director 
Kristian G. Wyrobek 
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4. 13

EXHIBIT INDEX 

Exhibit 

Number Exhibit IHscr!J!.tion Form 

Incorporated By Reference 

File Number Date ol First Fz1Jn1. 
Exllibit 

Num/Ja-
FUed 

Herewith 

2.1 Stock Purchase Agreement, da1ed 
June 7, 2013 by and among Guide 
Holdings, Inc., The Guidebook 
Company, Inc. and Kim 
McReynolds 

8-K 000-539173 Jwie 7, 2013 2.1 

2.2 Subscription Agreement, dated June 
7, 2013, by and between MG 
Kaminski and Talon Op, L.P. 

8-K 000-539173 Jwie 7, 2013 22 

2.3 Contribution Agreement, dated June 
7, 2013, by and among Guide· 
Holdings, Inc. and the parties listed 
on Schedule A thereto 

8-K 000-539173 June 7, 2013 2.3 

2.4 Contribution Agreement, dated June 
7, 2013, by and among Guide 
Holdings, Inc. and the parties listed 
on Schedule A thereto 

8-K 000-539173 June 7, 2013 24 

2.5 Contribution Agreement, dated Jwie 
7, 2013, by and among Talon Real 
Estate, LLC and the parties listed on 
Schedule A thereto 

8-K 000-539173 June 7, 2013 2.5 

3.1 Amended and Restated Articles of 
Incorporation 

8-K 000-539173 June 7, 2013 3.1 

3.2 Amended and Restated Bylaws 8-K 000-539173 Jwie 7,2013 3.2 

4.1 Form of Specimen Common Stock 8-K 000-539173 Jwie7,2013 
Certificate 

10.1 2013 Equity Incentive Plan .. 8-K 000-53917 June7,2013 IO.I 

l0.2 Fonn of Restricted Stock Award 8-K 000-53917 June7,2013 10.2 
Agreement llllder the 2013 Equity 
Incentive Plan•• 

10.3 Form of Non-Statutory Stock Option 8-K 000-539173 June 7,2013 10.3 
Agreement under the 2013 Equity 
Incentive Plan•• 

10.4 Employment Agreement with MG 8-K 000-539173 June 7,2013 10.5 
Kaminski•• 
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101.5 Form of Indemnification 8-K 0CJ0..53917 
Agreement .. 

10.6 Non-Employee Director 
Compensation Policy•• 

8-K 000-539171

10.7 Loan Agreement, dated March 22, 
2007. by and between 5130 
Industrial Street, LLC and Merrill 
Lynch Mortgage Lend1ing, Inc. 

8-K 000-539171

10.8 Limited Partnership Agreement of 
Talon OP, L.P. 

8-K OOO-S3917 

10.9 Common Stock Purchase 8-K 000-539171
Agreement dated as of August 20, 
2013 by and among Talon Real 
Estate Holding Corp. and the 
purchasers listed on Exhibit A 
thereto 

10.10 First Amendment, dated November 
13, 2013, to Contribution 
Agreement dated June 7, 2013 

10-Q OOO-S3917 

10.11 Common Stock Purchase 8-K 000-539171
Agreement dated as of December 
30, 2013 by and among the 
Company and the purchasers listed 
on Exhibit A thereto 

10.12 Promissory Note to Curtis Marks 
from lhe Company 

8-K 000-539171

10.13 Promissory Note to CID'tis Marla; 
from the Company, dated March 25, 

2014 

8-K 000-539171

10.14 Contribution Agreement between 
Talon OP, L.P. and Bren Road. 
LLC, dated May 29, 2014. 

8-K 000-539171

10.15 Assignment and Assumption 
Agreement and Consent between 
Bren Road, LLC, Talon Bren Road, 
LLC, and Bell State Bank & Trust, 
dated May 29, 2014. 

8-K 000-53917 

10.16 Promissory Note between Talon 
Bren Ro� LLC and Bell State 

8-K 000-539171

Bank & Trust, dated May 29
t 
2014. 

June 7,2013 10.6 

JtD'le7, 2013 10.7 

June7,2013 10.8 

JtD'le 7, 2013 10.9 

August 20, 2013 10.l1

September 30, 2013 10.1 

December 30, 2013 IO.I 

December30,2013 10.2 

March 26, 2014 IO.I 

JtD'le 3, 2014 IO.I 

June 3, 2014 10.2 

June 3 t 2014 10.3 
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10.17 Loan Agreement between Bren 
Road, LLC and Bell State Bank & 
Trust, dated May 29, 2014, as 
amended. 

8-K 

10.18 Mortgage. Assignment of Leases 
and Rents, Security Agreement, and 
Fixture Filing between Bren Road, 
LLC and Bell State Bank & Trust, 
dated May 29, 2014, as amended. 

8-K 

10.19 Contribution Agreement between 
Talon OP, LP. and the Contn"butors 
identified on Exhibit A thereto, 
dated July 2, 2014. 

8-K 

10.20 Promissory Note between Talon 
First Trust, LLC and RCC Real 
Estate, lnc"7 dated July 2, 2014. 

8-K 

10.21 Reserve and Security Agreement 
between Talon First Trust, LLC and 
RCC Real Estate, Inc., dated July 2, 
2014. 

8-K 

10.22 Mortgage, Assignment of Leases 
and Rents, Security Agreement, and 
Fixture Filing between Talon First 
Trust, LLC and RCC Real Estate, 
Inc., dated July 2, 2014. 

8-K 

10.23 Promissory Note between Talon 
Bren Road, LLC and Jackson I, 
LLC, dated July 2, 2014. 

8-K 

10.24 Mortgage and Secmity Agreement 
and Future Fmancing Statement 
between Talon Bren Road, LLC and 
Jackson I, ILC, dated July 2, 2014. 

8-K 

10.25 Promissory Note to Curtis Marks 
from the Company, dated August 
12, 2014. 

10-Q0

10.26 Second Amendment, dated August 
10, 2015, to Promissory Note to 
Curtis Marks from the Company, 
dated August 12, 2014. 

10.27 Third Amendment, dated November 
5, 2015, to Promissory Note to 
Curtis Marks from the Company, 
dated August 12, 2014. 

10.28 Fourth Amendment, dated March 8, 
2016, to Promissory Note to Curtis 
Marlcs ftom the Company, dated 
August 12, 2014. 

000-539170

000-539170

000-539170

000-53917 

000-539170

000-539170

000-539170

000-539170

000-539170

June 3, 2014 10.4 

June 3, 2014 10.5 

July 9, 2014 IO.I 

July 9, 2014 10.2 

July 9, 2014 10.3 

July09,2014 10.4 

July 9, 2014 10.5 

July 9, 2014 10.6 

August 14, 2014 10.6 
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10.29 Loan Modification Agreement by 
and among Jackson I, LLC, 4330 
LLC, 3014-20 LLC, Fairfield 
Apartments, LLC, Lakes Area 
Properties, LLC and Talon Bren 
Road, LLC, effective as of 
September 25, 2014. 

8-K 000-539170 October 2, 2014 10.l0

10.30 Agreement of Purchase and Sale 
between Hoopeston I, L.L.C. and 
Broadmoor Place Associates, LLC 
and Talon OP, LP. dated January 
23,2015. 

8-K 000-53917 January 29, 2015 10.l0

10.31 Promissory Note to US Income 
Partners, LLC from Talon OP, dated 
February 10, 2015. 

8-K 000-53917 Februmy 10, 2015 10.1 

10.32 Loan Agreement by and between 
Talon First Trust, LLC and Gamma 
Real Estate Capital LLC, dated 
January 27, 2017 

8-K 000-539170 February 6, 2017 10.1 

10.33 Amended and Restated Promissory 
Note between Talon First Trust, 
LLC and Gamma Real Estate 
Capital LLC, dated January 27, 
2017 

8-K0 000-539170 February 6, 2017 10.2 

10.34 Amended and �tated Mortgage, 
Assignment of Leases and Rents, 
Security Agreement wid Fixture 
Filing by Talon First Trust, LLC 
dated January 27, 2017 

8-K0 000-539170 February 6, 2017 10.3 

10.35 Amended and Restated Promissory 
Note between the Company and 
Swervo Management Division, LLC 

X 

21.1 Subsidiaries of the Registrant X 

23.1 Consent of Baker Tilly Virchow 
KrauseLLP 

X 

24.1 Power of Attorney (included on 
signatwe page) 

31.1 Certification of Principal Executive 
Officer pursuant to Rules I3a-I4(a) 
1U1der the Securities Exchange Act 
of 1934, as amended 

X 

31.2 Certification of Principal Financial 
Officer pursuant to Rules I3a-14(a) 
under the Securities Exchange Act 
of 1934, as amended 

X 
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32.1 Certification of Chief Executive 
Officer and Chief Financial Officer 
pursuant to 18 U.S.C. Sec. 1350, as 
adopted pursuant to Section 906 of 
the Sarbanes-Oxley Act of2002 

X 

101 Interactive Data Files Pursuant to X 

Rule 405 of Regulation S-T 

** Indicates management contract or compensatmy plan or arrangement. 

98 



Exhibit 2 



UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-Q 

(Mark One) 
. IEl Q UARTERLY REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE 

ACTeOF1934 

For the Quarterly Period Ended: March 31, 2017 

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACTe
OF1934e

For the Transition I_>eriod from __ to __ 

Commission file number 000-53917 

TALON REAL ESTATE HOLDING CORP. 

Utah 26-1771717 
(Stalt or Other Jurisdiction of (l.R.S. Employer 

IN!orporadon or Organliatlon) ldentijlcation No.) 

5500 Wayzata Boulevard, Suite 1070, Minneapolis, MN 55416 
(Address of Principal Executivt O/jices, Including Zip Code) 

(612) 604-4600 
{Reg/sll'ant's Tdephont Nlllll/Jer, Including Area Code) 

Indicate by check mark whether the registrant ( 1) has filed all reports required to be filed by Section 13 or 15( d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes lil No □ 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§229.405 of this chapter) 
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such 
files). Yes IEI No □ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated. ftler, a non-accelerated filer or a 
smaller reporting company. See the definitions of "large accelerated filer," uaccelerated filer'' and "smaller reporting company'' 
in Rule 12b-2 of the Exchange Act. 

Large Accelerated Filer □ Accelerated Filer □ Non-Accelerated Filer □ Smaller Reporting COD1pany [BJ 
(Do not check if a smaller reporting company) 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes □ No � 

The number of shares of the registrant's common stock, par value $0.001 per share, outstanding at !A)IIDJSt � 2018 was 
19,880,981 shares. 
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TALON RE AL ES TA TE HOLDING CORP. 
QUARTERLYREPORTONFORMl�Q 

INDEX 

PART I. FINANCIAL INFORMATION 
Item 1. Financial Statements 3 

Condensed Consolidated Balance Sheets as of March 31, 2017 (unaudited) and December 31, 2016 4 
Condensed Consolidated Statements of Operations for the three months ended March 31. 2017 and 2016 
(unaudited} s 

Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2017 and 2016 
(unaudited) 6 

Notes to Condensed Consolidated Financial Statements (unaudited) 
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 
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Item S. Other lnfonnation 36 

Item 6. Exhibits 36 

Signatures 

SP EC I AL NO TE REGARDING FORWARD-LOOKING INFORMATION 

In this Quarterly Report on Form 10-Q, references to "Company," "we,U "us," "our'' and words of similar import refer 
to Talon Real Estate Holding Corp. and its subsidiaries, unless the context requires otherwise. 

This Quarterly Report on Form 10-Q contains forward-looking statements regarding us, our business prospects and 
our results of operations that _are subject to certain risks and uncertainties posed by many factors and events that could cause 
our actual business, prospects and results of operations to differ materially from those that may be anticipated by such f01ward
looking statements. Factors that could cause or contribute to such differences include, but are not limited to, those descn"bed 
under the heading "Risk Faclors" included in our AnnuaJ Report on Fonn 10-K for the year ended December 31, 2016 as filed 
with the Securities and Exchange Commission on ��P.__J 2018. Readers are cautioned not to place undue reliance on these 
forward-looking statements, which speak only as of the date of this report. We undertake no obligation to revise any forward
looking statements in order to reflect events or circumstances that may subsequently arise. Readers are urged to carefully 
review and consider the various disclosures made by us in this report and in our other reports filed with the Commission that 
advise interested parties of the risks and factors that may affect our business. 
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PART I. - FINANCIAL INFORMATION 

Item 1. Financial Statements 

TALON REAL ESTATE HOLDING CORP. 
Minneapolis, Minnesota 

FINANCIAL STATEMENTS 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED BALANCE SHEETS 
M.-ch 31, 2017 and December 31, 2016 

March 31, December 31, 
2017 2016 

(unaudited) 

ASSETS 
Land and improvements 
Building end improvements 
Equipment, furniture and fixtures 

Total property and equipment 
Less: accmnulated depreciation 

Net property and equipment 

$ 8)02,447 
51,192,059 

32,193 
59,526,699 
{911S92425l 
S0,367).74 

$ 8,302,447 
51,192,059 

30,571 
59,525,077 
{81

506J90l 
51,018,787 

Cash 
Rents and other receivables, net 
Prepaid expenses and other assets 
Restricted escrows and reserves 
Deferred leasing costs, net 
Intangible assets, net 

TOTAL�ETS $ 

88,596 
598,515 
70,083 

13,995,393 
2,234,977 
4

2
899

1
333 

1;2542171 $ 

10�418 
428,176 
104,855 

3,001,232 
2,003,221 
s,465,603 

621130�92 

LIABILITIES 
Notes payable 

Less: unamortized deferred financing costs 
Notes payable, net 

Accounts payable 
Tenant improvement allowance 
Accrued expenses and other liabilities 
Tenant securify deposits 
Deferred rent revenue 
Prepaid rent 
Accrued interest 
Below-market leases, net 
Mandatorily redeemable Operating Partnership preferred units 

Total Liabilities 

$ 74,403,713 $ 53,449,711 
�745228§} {4961063} 
71,658,427 52,953,648 
3,910,655 6,167,516 
5,639,752 5,639,752 
1,735,136 1,329,742 

167,242 167,242 
100,488 121,710 
133,875 175,758 
635,977 . 1,029,91 I 
121,741 150,638 

3
1
000,000 

84,103,293 70,735,917 

COMMITMENTS AND CONTINGENC� (NOTE 9) 

SHAREHOLDERS' EQUITY (DEFICIT) 
Preferred shares outstanding at $.001 par value; authorized 10,000,000 shares; none issued or 
outstanding a.rnf2both March 31, 2017 and December 31, 2016 
Common shares outstanding at $.001 par value; authorized 90,000,000 shares; 19,720,981 and 
17,265,981 issued and outstanding as of March 31, 2017 and December 31, 2016, respectively 
Additional paid in capital 
Accumulated loss 

Total Talon Real Estate Holding Corp. shareholders' equity (deficit) 
Non-controlling interests-Operating Partnership; 9,200,001 common units issued and outstanding as 
of March 31, 2017 and December 31, 2016 
Non-controlling interests -consolidated real estate entities 

TOTAL SHAREHOLDERS' EQUITY (DEFICIT) 
TOTAL LIABILITIES & SHAREHOLDERS' EQUITY (DEFICIT) 

$ - $2

19,720 17,265 
2.350,316 2,261,281 

(16.761,59@ (14,525,598) 
(14,391.560) (12,247,052) 

4,167,761 5,253,704 
(1,625,323) (1,612,277) 

(11,849,122} (8,605,625) 
$ 72,254,171 $ 62,130,292 

See accompanying notes to condensed consolidated financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
For the three months ended March 31, 2017 and 2016 

( unaudited) 

For the Three Months 
Ended March 31, 

2017 2016 
REVENUE 

Rent $ 1,771,070 S 1,875,912 
Tenant reimbursement 861,384 897,491 
Other income 24

2738 86,001 
Total Revenue 2,657,192 2,859,404 

EXPENSES 
General & administrative S1,772 347,003 
Salmy and compensation 182,022 224,697 
Professional 357,140 225,84S 

Property operating expenses 1,179,187 
Real estate taxes & insurance 460,379 

1,185,578 

l,23�405 Depreciation and amortization 1
1
218

1 242 
Total Expenses 3

1
448,742 3z661

1
005 

Operating Loss (791,550) (801,601) 

Interest expense 2
1
543,437 

NET LOSS (31
334

1
987� {2,029

1
6392 

1,085,943 702,710 Net loss attributable to non-controDiDg interest- Operating Partnership 
Net loss attributable to non-controlling interests - consolidated real estate entities 13,046 24

1 187 
NET LOSS ATTRIBUTABLE TO TALON REAL ESTATE HOLDING CORP. s ,�235,9982 

Loss per common share basic and diluted $ _s = ........ co""""".os"""') 

See accompanying notes to condensed consolidated financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the three months ended March 31, 2017 and 2016 
(unaudited) 

Three months ended 

March 31, 

2017 2016 
CASH FLOWS FROM OPERATING ACTIVITIF.8 
Net loss $ (3,334,987) $ (2,029,639) 
Adjusbnents to reconcile net loss to net cash flows from operating activities: 
Depreciation and amortization 1,267,434 1,29.S,847 
Amortization of deferred financing costs 808,306 204,752 
Stock-based compensation expense 55,740 38,285 
Provision for doubtful accounts 25,715 
Deferred financing costs 25,750 17.S,411 
Settlement added to notes payable 152,400 

Changes in operating assets and liabilities: 
Rents and other receivables (170,339) (22. 708) 
Prepaid expenses and other assets 34,772 110,24 I 
Deferred leasing costs (308,682) 1,400 
Accounts payable (1,988,289) 406,261 
Accrued expenses and other liabilities 405,394 529,590 
Tenant securi1;Y deposits 
Deferred rent revenue (21,222) (102,052) 
Prepaid rent (41,883) (234,478) 
Accrued interest 390,055 214.509 

Net cash flows from operating activities (2. 72.S.551) __ 61_3.._. 1_34_ 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of equipment, furniture and fixtw-es (1,622) 
Deposits made for future acquisitions 
Deposits to restricted escrows and reserves (11,951,090) (772,397) 
Payments from restricted escrows and reserves 956.929 39,093 

Net cash flows from investing activities (10,995.783) (733,304) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from notes payable 54,150,000 
Principal payments on notes payable (34,390,959) (91,424) 
Deposits or cash paid for financing costs (3,057,529) (11,000) 
Common stock issued for fmencing costs 
Principal payments on Operating Partnership preferred units (3,000.000) 

Net cash flows from financing activities 13,701,512 (10�424} 

Net Change in Cash (19,822) (222,594) 

CASH - BEGINNING OF PERIOD 108,418 340,38.S 
CASH - END OF PERIOD $ 88,596 $ 117o791o.o

SUPPLEMl:NTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTMTIES 
Purchases of building and land improvements included in accounts payable $ - $ 22,944 
Leasing and financing fees included in accounts payable and other liabilities 58.252 

Issuance of common stock included in financing costs 25,750 
Issuance of common stock in satisfaction of accounts payable 10,000 
Accrued interest converted to notes payable 783,989 
Accounts payable converted to notes payable 258,572 103,002 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid during the period for interest on mortgages and Operating Partnership preferred units $ 2,129,064 $ 863,636 

See accompanying notes to condensed consolidated financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (\Dlaudited) 

NOTE I -ORGANIZATION AND BASIS OF PRESENTATION 

Organization 

Talon Real Estate Holding Corp. ("TREHC") previously established an Operating Partnership ("Talon OP'') and transferred all 
of its assets and liabilities to the operating partnership in exchange for general partnership 1D1its. As the· sole general partner of 
Talon OP we have the exclusive power to manage and conduct the business and affairs for the operating partnership. TREHC 
owned approxhnately 67% and 65% of the Operating Partnership as of March 31, 2017 and December 31, 2016, respectively. 

. The Operating Partnership owned 49% of 5130 Industrial Street, LLC ("5130 LLC"), 100% of Talon Bren Road, LLC, 100% 
of Talon First Trust, LLC, and 100% of Talon Real Estate, LLC ("Talon RE") as of March 31, 2017 and December 31, 2016. 
Talon Bren Road, LLC and Talon First Trust, LLC, both limited liability companies organized 1D1der the laws of the state of 
Delaware, were formed on May 9, 2014 and April 21, 2014, respectively, to pmchase real estate. Talon RE was incorporated in 
the state of Minnesota on December 20, 2012 and began operations in 2013 for the pmpose of acquiring real estate properties. 

Basis of Presentation 

The accompanying condensed consolidated financial statements have been prepared in accordance with United States 
Generally Accepted Accowiting Principles ("US GAAP") for interim financial infonnation and with the instructions to Form 
10-Q and Regulation S-X. Accordingly, they do not include all of the information and notes required by US GAAP foro
complete financial statements. In the opinion of management, the accompanying 1D1audited consolidated financial statementso
include all adjustments necessary to present fairly our consolidated financial position as of March 31, 2017 and our condensedo
consolidated statements of operations for the three months ended March 30, 2017 and 2016, and our condensed consolidatedo
statements of cash flows for the three months ended March 31, 2017 and 2016, as applicable. These adjustments are of ao
normal recurring nature.o

The accompanying condensed consolidated financial statements include the accounts ofTREHC and its interest in the 
Operating Partnership. The limited partners in the Operating Partnership have a redemption option that they may exercise. 
Upon exercise of the redemption option by the limited partners, the Company has the choice of redeeming the limited partners' 
interests ("Units") for TREHC common shares of stock on a one-for-one basis, or making a cash payment to the unit holder. 
The redemption generally may be exercised by the limited partners at any time after the first anniversazy of the date of the 
acquisition of the Units subject to volume restrictions. 

The accompanying condensed consolidated financial statements should be read in conjllllction with the consolidated financial 
statements and notes thereto for the year ended December 31, 2016, which have previously been filed with the Securities and 
Exchange Commission (SEC). Certain information and foo1note disclosures normally included in financial statements prepared 
in accordance with US GAAP have been omitted from this report on Form I 0-Q pursuant to the rules and regulations of the 
SEC. 

The results for the interim periods shown in this report are not necessarily indicative of future financial results. The 
accompanying condensed consolidated balance sheet as of March 31, 2017 and condensed consolidated statements of 
operations and condensed consolidated statements of cash flows for the three months ended March 31, 2017 and 2016, as 
applicable, have not been audited by our independent registered public acco1D1ting firm. 

NOTE 2-INVESTMENT IN REAL ESTA TE PROPERTIES AND ENTITIES 

The Company owns, through its subsidiary Talon Frrst Trust, LLC, real estate property located at 180 F.ast 5th Street, St. Paul; 
MN. The building has 659.STI net rentable square feet and is primarily leased to tenants for commercial and government use. 
As of March 31, 2017, the Company had tenants occupying approximately� of the rentable space. In April 2015, the 
Company executed a lease for a significant new tenant that would increase the occupancy by over 21 % in the St. Paul building 
upon commencement of the lease. The lease was amended on January Tl, 2017 to resolve certain disputes between the 
Company and the tenant and as amended, the lease is scheduled to commence on January 1, 2018. On March 7, 2017 one 
tenant that occupies approximately 16% of the net rentable square feet filed for Chapter 11 bankruptcy protection from its 
creditors. 
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TALON REAL EST A TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As ofMarch 31, 2017 and for the three months ended March 31, 2017 and 2016 (wiaudited) 

NOTE 2 - INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES (continued) 

The Company owns, through its subsidiary Talon Bren Road, LLC. real estate property located on 20 acres of land at 10301 
Bren Road West, Minnetonka, MN. This property has 164,472 net rentable square feet and is primarily leased to tenants who 
are wholesale product sales representatives. These leases are subject to a master lease agreement entered into between Talon 
Bren Road, LLC and Upper Midwest Allied Gifts Association, Inc. ("UMAGA"), a Minnesota nonprofit corporation. As of 
March 31, 2017, the Company had �99% of the rentable space leased. 

The Company owns and operates the following real estate properties through its subsidiary, 5130 LLC: 

5130 Industrial Street, Maple Plain, MN 
1350 Budd Ave, Maple Plain, MN 

The properties have combined t 71,639 net rentable square feet and are primarily leased to t��ts for mixed commercial and 
industrial usage. As of March 31, 2017, the Company had tenants occupying approximately -�;ix, of the rentable space. 

NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Accounting Estimates 

The preparation of consolidated financial statements in confonnity with US GAAP requires management to use estimates and 
assumptions which affect the reported amounts of �ets and liabilities, the disclosure of contingent assets and liabilities, and 
the reported amounts of revenues and expenses. Significant items subject to such estimates and assumptions include 
determination of the useful life of property and other long-lived assets, valuation and impainnent analysis of property and other 
long-lived assets, and valuation of the allowance for doubtful accounts. It is at least reasonably possible that these estimates 
could change in the near tenn. 

Principia of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of that 
entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variab]e interest entity for which 
we are the primary beneficiary. The accompanying condensed consolidated fmancial statements include the accounts of 
TREHC and Talon OP, our Operating Partnership, and all subsidiaries in which it maintains a controlling interest. Talon OP 
also consolidates 5130 LLC, an entity in which it bas a 49% ownership interest, based on its ability to control the operating and 
financiaJ decisions of 5130 LLC. All significant intercompany balances have been eliminated in consolidation. 

Real Estate Property and Fixed Assets 

Investment in real estate and fixed assets with a useful life of longer than one year are carried at cost less accumulated 
depreciation and amortiution. Property such as land, building and improvements includes cost of acquisitions, development, 
and construction and tenant allowances and improvements. We allocate the cost of an acquisition, including the assumption of 
liability, to the acquired tangible assets (including land, buildings and personal property) determined by valuing the property as 
if it were vacant, and identifiable intangibles based on their relative fair values. Acquisitions of real estate are recorded based 
upon preliminary allocations of the purchase price to JlllUUlgement•s assessment of the fair value of tangible and intangible 
assets and any assumed liabilities acquired which are subject to adjustment as additional information is obtained up to one year 
after the date of acquisition. Management's fair value assessment includes the use of readily accepted fair value techniques 
such as discounted cash flow analysis and comparable sales analysis including management's reliance on independent market 
analysis. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 20 I 6 (unaudited) 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Real Estate Property and Fixed Assets (continued) 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for buildings and land 
improvements, and the tenn of the lease for tenant improvements. The estimated useful lives being used are as follows: 

Land Improvements 3-15 yearsd
Buildings 25-30 yearsd
Building Improvements 10-20yearsd
Tenant Improvements 1-12 yearsd
Furniture and Equipment 3 yearsd

Repair and maintenance costs are expensed as incurred, whereas expenditures that improve or extend the service lives of assets 
are capitalized. Disposal and abandonment of improvements are recognized at occurrence as a charge to depreciation. 

Cash 

The Company considers short-term investments with original maturities of 90 days or less to be cash equivalents. The 
Company believes it is not exposed to any significant credit risk on cash. 

Rents and Other Receivables 

Rents receivable and deferred rent are recorded at their estimated net realizable value. The Company follows a policy .of 
providing an allowance for doubtful accounts, which is based on a review of outstanding receivables, historical collection 
information, and existing economic conditions. The Company does not require collateral and accounts are considered past due 
if payment is not made on a timely basis in accordance with our credit tenns. Accounts considered uncollectible are written off. 
Receivables have been reduced by an allowance for doubtful accounts of$129,330 as of both March 31, 2017 and December 
31, 2016. 

Derivative Instruments 

The Company records all derivative instnnnents on the balance sheet at fair value. The accounting for changes in the fair value 
of derivatives depends on the intended use of the derivative, whether the Company has elected to designate a derivative in a 
hedging relationship and whether the hedging relationship has satisfied the criteria necessary to apply hedge accounting. If the 
Company does not apply hedge accounting, all changes in the fair value of derivatives are recognized directly in earnings in the 
period of change. Currently, the Company has not elected hedge accounting treatment and all changes in fair value of the 
Company's derivatives are recognized in current period earnings. 

Restricted Escrows and Reserves 

The Company is required to hold cash in restricted escrow accounts for insurance, real estate taxes and a replacement reserve. 
The escrows are used to pay periodic charges of real estate taxes and assessments, tenant improvements, and leasing 
commissions. The balances in the escrow accounts were $13,995,393 and $3,001,232 as of March 31, 2017 and December 31, 
2016, respectively. 

Defened Leasing Costs and Incentives 

Direct and indirect costs, including estimated internal costs and leasing commissions, associated with the leasing of real estate 
inves1ments owned by the Company are capitalized as deferred leasing costs and amortized on a straight-line basis over the 
term of the related lease as amortization expense. Unamortized costs are charged to expense upon the early termination of the 
lease. Costs associated with unsuccessful leasing opportunities are expensed. 
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TALONREALESTATEHOLDINGCORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 20 J 6 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Deferred Leasing Costs and Incentives (condnued) 

The Company had amortiz.ation expense for deferred leasing costs of $72,954 for the three months ended March 31, 2017, and 
$73,622 for the three months ended March 31, 2016. The Company had accumulatedoamortiz.ation for deferred leasing costs of 
$850,313 and $777,358 as of March 31, 2017 and December 31, 2016, respectively. 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. lf the tenant allowance 
represents a payment for a purpose other than funding leasehold improvements, or in the event the Company is not considered 
the owner of the improvements, for accounting pmposes, the tenant allowance is considered to be a lease incentive and is 
capitalized as a deferred leasing incentive and is amortized over the lease term as a reduction of rental revenue on a straight
line basis. 

The Company had amortiz.ation expense for deferred leasing incentives of$3,971 for the three months ended March 31, 2017, 
and $15,171 for the three months ended March 31, 2016. The Company had accumulated amortization for deferred leasing 
incentives of$62,978 and $59,007 as of March 31, 2017_and December 31, 2016, respectively. 

Intangible Assets and Llabllitles 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant intangible 
assets and liabilities (such as above- and below-market leases and value of acquired in-place leases), and any assumed 
liabilities, and allocates the purchase price based on these fair value assessments. The Company records intangible assets and 
liabilities acquired at their estimated fair value apart from goodwill for acquisitions 9f real estate. The Company amortizes 
identified intangible assets and liabilities based on the period over which the assets and liabilities are expected to affect the 
future cash flows of the real estate property acquired. Lease intangibles (such as in-place or above- and below-market leases) 
are amortized over the tenn of the related lease. Above and below-market leases are amortized as a reduction in (addition to) 
rent revenue. The Company amortized $45,220 as a net reduction in rent revenue for above and below-market leases for the 
three months ended March 31, 2017, and $48,267 for the three months ended March 31, 2016. Amortization of other 
intangibles is recorded in depreciation and amortization expense. 

Deje"ed Financing Costs 

Costs incurred in connection with obtaining financing are netted against notes payable and are being amorti7.ed on a straight
line basis over the financing tenn and are included in interest expense. The Company had amortization expense of $808,306 for 
the three months ended March 31, 2017, and$204,752 for the three months ended March 31, 2016. The Company had 
accumulated amortization of deferred financing costs of S 1,946,520 and $2,126,444 as of March 31, 2017 and December 31, 
2016, respectively. Included in amortization expense for the three months ended March 31, 2017 is the write-off of 
unamortized deferred financing costs ofS 137,254 due to the refinancing of debt secured by the 180 East 5th Street property 
owned by Talon First Trust, LLC. 

Tenant Improvement Allowance 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. In accounting for a tenant 
a1lowance, the Company determines whether the allowance represents funding for the construction of leasehold improvements 
and evaluates the ownership, for accounting purposes, of such improvements. If the Company is considered the owner of the 
leasehold improvements for accounting pmposes, the Company capitalizes the amount of the tenant allowance as building 
improvements and depreciates it over the shorter of the useful life of the leasehold improvements or the related lease term. For 
tenant allovyances committed at lease inception and recorded as building improvements but not yet performed or completed, the 
corresponding liability will be recorded as tenant improvement allowance payables. 

As of March 31, 2017, the Company had tenant improvement allowances recorded as building improvements of (t!��i2�·9.2.� 
that did not have amortization expense in the three months ended March 31, 2017 due to lease terms that have not commenced 
as of that date. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (1D1audited) 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Impairment of Long-Lived Assets 

Long-lived ass� such as real estate property, and purchased intangible assets subject to amortization, are reviewed for 
impainnent whenever events or changes in circumstances indicate that the carrying amount of an asset may not be fully 
recoverable. An impairment loss would be recognized when the estimated future cash flows from the use and eventual 
disposition of the asset are less than the canying amount of that asset. The Company did not recognize any impainnent losses 
for either of the three months ended March 31, 2017 or 2016. 

Stock-based Compensation 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to directors 
under a director compensation plan. Granted shares are considered issued and outstanding as of the date of vesting of the 
granted shares. Stock-based compensation is expensed on a straight-line basis over the vesting period and is valued at the fair 
vah1e on the date of the grant The Company has recognized $55,740 and $38,285 of compensation expense for the three 
months ended March 31, 2017 and 2016, respectively. 

The Company may also issue common stock in exchange for goods or services- of non-employees. These shares are either fully 
vested at date of grant or vest over a certain period during which seivices are provided. The Company expenses the fair market 
value of the services over the period in which they are received 

Non-controlUng Interest 

Interests in the Operating Partnership held by limited partners are represented by partnership common units of the Operating 
Partnership. The Company's interest in the Operating Partnership was approximately 67% and 65% of the common units of the 
Operating Partnership as of March 31, 2017 and December 31, 2016, respectively. The Operating Partnership's income is 
allocated to holders of units based upon the ratio of their holdings to the total units outstanding during the period. Capital 
contributions, distn"butions, syndication costs, and profits and losses are allocated to non-controlling interests in accordance 
with the terms of the Operating Partnership agreement 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contributions, distributions, and profits and losses are allocated to the non-controlling interest based on membership 
percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related lease agreement, inclusive of leases 
which provide for scheduled rent increases or rent concessions. Differences between rent income earned and base rent amounts 
due per the respective lease agreements are credited or charged to deferred rent revenue or deferred rent receivable as 
applicable. When the Company enters into lease modifications or extensions with current tenants, the deferred rent at the time 
of the extension. is amortized over the remaining term of the lease, and the revised terms are considered a new lease. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other operating 
expenses are billed monthly based on current year estimated operating costs for applicable expenses. An additional billing or a 
refund is made to tenants in the following year after actual operating expenses are determined. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued) 

Income Taxes 

Deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary differences between the 
book carrying amounts and the tax basis of assets and liabilities. Deferred income tax assets and liabilities are measured using 
the enacted tax rates and laws that will be in effect when the temporary differences and cany forwards are expected to reverse. 
Accounting standards require the consideration of a valuation allowance for deferred tax assets if it is "more likely than not" 
that some component or all of the benefits of deferred tax assets will not be realized. 

The Company's policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax position in 
the financial statements only if the position is more likely than not to be sustained on audit based on the technical merits of the 
position. For tax positions meeting the more likely than not threshold, the amount recognized in the :financial statements is the 
largest benefit that has a greater than SO percent likelihood of being realized upon ultimate settlement with the relevant tax 
authority. The Company has examined the tax positions taken in its tax returns and determined that there are no uncertain tax 
positions. As a result, the Company has recorded no uncertain tax liabilities in its consolidated balance sheet 

The Company is no longer subject to U.S. federal, state or local income tax examinations by tax authorities for the years before 
2013. The Company is not currently under examination by any taxingjurisdiction. In the event of any future tax assessments, 
the Company has elected to record the income tax penalties as general and administrative expense and any related interest as 
interest expense in the Company's consolidated statements of operations. 

Net Income (Loss) or Earnings Per Share 

Basic earnings per common share is computed by dividing net income available to common shareholders by the weighted 
average number of common shares outstanding during the period Diluted earnings per share is computed by dividing net 
income by the weighted average common and potential dilutive common shares outstanding in accordance with the treasury 
stock method. 

Given that the Company has incurred operating losses for all periods present� diluted earnings per share is not presented. The 
weighted average outstanding shares used in the basic earnings per share computation is 18,945,481 and 16,788,586 for the 
three months ended March 31, 2017 and 2016 respectively. 

Reclassijicalions 

Certain previously reported amounts have been reclassified to conform to the current financial statement presentation. The 
reclassifications had no impact on net loss or shareholders' equity. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As ofMarch 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This new standard will eliminate 
all industry-specific guidance and replace all current U.S. GAAP guidance on the topic. Toe new revenue recognition standard 
provides a unified model to determine when and how revenue is recogniz.ed. The core principle is that a company should 
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration 
for which the entity expects to be entitled in exchange for those goods or services. Lease contracts are specifically excluded 
from the new accounting guidance. This guidance will be effective for the Company beginning January 1, 2019 and can be 
applied either retrospectively to each period presented or as a cumulative-effect adjusnnent as of the date of adoption. We are 
currently assessing the impact on the Company's consolidated financial statements. 

During February 2016, the FASB issuedASU No. 2016-02,Leases. ASU No. 2016-02 was issued to increase transparency and 
comparability among organiz.ations by recognizing all lease transactions (with terms in excess of 12 months) on the balance 
sheet as a lease liability and a right-of-use asset (as defined). ASU No. 2016-02 is not expected to significantly impact the 
accounting for leases by lessors. ASU No. 2016-02 is effective for fiscal years beginning after December 15, 2018, including 
interim periods within those fiscal years, with earlier application pennitted. Upon adoption, the lessee will apply the new 
standard retrospectively to all periods presented or retrospectively using a cumulative effect adjustment in the year of adoption. 
T he Company is currently assessing the effect that ASU No. 2016-02 will have on its results of operations, financial position 
and cash flows. 

In March 2016, the FASB issued ASU 2016-08- "Revenue from Contracts with Customers: Principal versus Agent 
Considerations." The amendments of this standard are intended to improve the operability and understandability of the 
implementation guidance on principal versus agent considerations. The effective date for ASU 2016-08 is the same as the 
effective date for ASU 2014-09 and ASU 2015-14. The Company is currently evaluating the impactsthatASU 2016-08 will 
have on its statement of financial position or fmancial statement disclosures. 

In March 2016, the FASB issued ASU No. 2016-09, Compensation- Stock Compensation (Topic 718): Improvements to 
Employee Share-Based Payment Accounting, which will reduce complexity in accounting standards related to share-based 
payment transactions, including, among others, ( 1) accounting for income taxes, (2) classification of excess tax benefrts on the 
statement of cash flow, (3) forfeitures, and (4) statutocy tax withholding requirements. Toe ASU is effective for annual 
reporting periods beginning on or after December 15, 2016, and interim periods with.in those annual periods. The Company 
adopted ASU 2016-09 effective January 1, 2017. There was no impact of adoption on the results of operations, fmancial 
position or cash flows as a result of adoption. 

In August 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU'') 2016-
15-Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments. ASU 2016-15s
provides guidance for eight specific cash flow issues with respect to how cash receipts and cash payments are classified in thes
statements of cash flows, with the objective of reducing diversity in practice. The effective date for ASU 2016-15 is for annuals
periods beginning after December 15, 2017, and interim periods with.in those fiscal years. Early adoption is pennitted Toes
Company is currently assessing the impact of this new standard on its fmancial statements.s

In January 2017, the FASB issued ASU 2017-01 - " Business Combinations (Topic 805): Clarifying the Definition of a 
Business." The amendment is intended to clarify the defmition of a business with the objective of adding guidance to assist 
entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The 
definition of a business affects many areas of accounting including acquisitions, disposals, goodwill, and consolidation. Toe 
effective date for ASU 2017-01 is for annual periods beginning after December 15, 2017, and interim periods within those fiscal 
years. The Company currently anticipates th.at it wiJl adopt the new guidance effective January 1, 2018 and that the guidance 
will result in acquisitions of operating properties being accounted for as asset acquisitions instead of business combinations. The 
adoption of this guidance will change the Company's accounting for the transaction costs for acquisitions of operating properties 
such that transaction costs will be capitalized as part of the purchase price of the acquisition instead of being expensed as 
acquisition-related expenses. The ASU is required to be applied prospectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 4-TENANT LEASES 

The Company leases various commercial �d industri8! �pace to tenants over terms ranging �om month-to-rponth_t� tw�Jve _ Y.�.- -��-D!�-�fthe leases have renewal options for additional terms. The leases expire at vanous dates from P.��!:��.!Hij to
!Pec�ber 2op!. Some leases provide for base monthly rentals and reimbursements for real estate taxes and common area 
maintenance. 
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NOTES-NOTES PAYABLE 

The following tables summariz.e 1he Company's notes payable. 

Prindpal Balance At 
Interest March 31, December 31, 

Loan Descril!tion LoanTn!! Maturi� Date Rate 2017 2016 

Talon First Trust, LLC Mortgage Secured floating rate interest only JulyS.2017 6.04% $ - $ 32,000,000 
Talon First Trust, LLC Mortgage Secured floating rate interest only January 26, 2018 13.00% 51,600,000 
Talon Yust Trust. LLC. - Promissory Note'0 Umecured fixed rate interest only July 24, 2017 10.00% 1,330.167 1,008.908 
Talon First Trust, LLC. -Promissory Note Unsecured fixed rate interest only Seebelow(lJ 10.00% 59,489 59.489 
Talon First Trust, LLC. -Sale ofFutuie See below <4> See below <4> 215,259e 430.SOO (4) 

Receivable <4> 
Talon Bren Road, LLC Mortgage J<5> Secured fixed rate May28. 2019 4.65% 10,788,414e 10,858,648 
Talon Bren Road. LLC Mortgage 2<Sl Secured fixed rate interest only March I, 2017 16.000/4 2,sso.000e 2,000,000 

84.472 Talon Bren Road, LLC HV AC loan Unsecured fixed rate June 1,e2019 8.00% 
Talon Bren Road, LLC Roofloan 
S 130 Industrial Street, LLC Mortgage I 
5130 Industrial Slrcet, LLC Mortgage 2 
Talon OP, L.P. -Promissory Note - Related 
party<6) 

Unsecured fixed rate interest only 
Secured fixed rate 
Secured fixed rate 
Unsecured fixed rate interest only 

June 1,2019 
April 8,e2017 
April 8, 2017 
June 30, 2016 

8.000/4 
6.05% 

12.75% 
26.00% 

22s.ooo 
3,968,876 

292,609 
897,204 

225,000 
3,981,740 

292.941 
500,000 

Talon OP. L.P. -Promissory Note 
Talon OP. L.P. -Promissory NotesC11 

Unsecured fixed rate interest only 
Unsecured fixed rate interest only 

July 31,2017 
Jwie 30, 2016 

3.00% 
26.00% 

6S4,926 
1,476,498 

654,926 
1,000,000 

Talon OP, L.P. -Promissory Note Unsecured fixed rate Janua.cy1S,2018 15.00% 186,178 271,287 
81,800 Other Unsecured fixed rate interest only Jtme30,2016 

$ 74.403.713 $ 53,449,711 
Less: unamortized deferred financing costs {496.063} (2e

1
74SJ86} 

s Notes payable, net 71 t6S8e
1
427 $ 

( I) O n  January 2S, 2017 , the C ompany executed aS l ,330, 167 amended and restated promissory note, plus interest on the unpaid balance at 10%. Thee
entire principal balance shall be due and payable on the earlier o(July 24, 2017 or upon a time that the Company refinances or sells its propertye
located at 10301 Bren Road. This note replaces lhe Amended and Restated promissory note dated June 30, 2016 in the amount ofS9S3,908 
($1,008,908 as of December 31, 2016) given by Talon Real Estate Holding Corp. and Talon First Trust. LLC. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

0

NOTE 5 -NOTES PAY ABLE (continued) 

(2) In 201 s. dJe Company entered into two separate $500,000 unsecured promissory notes with the same umelated party. The notes bore interest at
rates from 14% to 24% annually through June 30. 2016 after which time the notes accrued interest at 26%. On May 19, 2017. a judgment was
entered against the Company in the amount ofSl ,476,498. As of the date of the judgment, the interest rate on the note changed to 10% under
Minnesota Statutes.d

(3) The outstanding principal and applicable accrued interest is due in full upon sale or refinancing of the property at 180 East 5t11 Street in St Pauld
(4)d During2016 the Company received funds from four different sources. As_Qf� 3t20p, �totalo��$�aj�_c;_c was_�.!�.��df9r thed.d

sale of future receivables at the property located at 180 East 5th Street ffihc�ritLreqµire;�totalmg.$644.m9 ovefl20 dm.:;Per 
FASB ASC 470-10-25, which provides guidance on �nds received from sales of future receivables, this transaction has been classified as debt and 
included in notes payable. The agreements are guaranteed by a shareholder of the Company.d

(5)d On June 21, 2017, the Company refinanced these mortgages with a new $15.1 million at 9.5% with an initial maturity date of June I, 2018. 
(6) On August 2014, the Company entered into a $S00,000 unsecured promissory note with a relllled party. one of its then cuneot directors. The note

had Bil original maturity date of February 8, 2015. The Company ext.ended the maturity dateof tbe note in 201S and 2016. In October 2016, the 
fonner director filed a summons and complaint in the State of Minnesota claiming that the Company breached its obligation under the note. In Aprild
2017, Ibis matter went to trial and the plaintiffwm awarded $897,69S. As of the date of the judgment, the interest rate on the note changed to 10%
under Minnesota Statutes. On May 31, 2017. the Court granted a Charging Order against the Company and Talon OP L.P. where the Company and
Talon OP L.P are required to pay all profits and distributions to the plaintiff until the full amount of the judgment is paid and satisfied.d
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Amount 

2017 $ 
:I 

2018 l"I 
2019 

2020 r: 

$ 
'.j 

The Company is required to periodically fund and maintain escrow accounts to make future real estate tax and insurance 
payments, as well as to fund certain capital expenditures. 

On January 27, 2017, Talon First Trust, LLC entered into a Loan Agreement (the "Gamma Loan") with Gamma Real Estate 
Capital LLC (the "Lender")

t 
a Delaware limited liability company, in the principal amotmt ofSS 1,600,000. The loan bears an 

interest rate equal to the sum of (i) the greater of (x) the Prime Rate as published in the Wall Street Journal, and (y) the LIBOR 
Floor, plus (ii) a margin of 9.00% per annum, and bas an initial maturity date of January 26, 2018 with two 6-month options for 
the Company to extend upon satisfaction .of certain conditions. Pursuant to the Gamma Loan, approximately $5,298,000 has 
been deposited into an interest reserve account to be applied toward monthly interest payments to the Lender. The Gamma 
Loan is secured by (i) a mortgage on the Company's interest in its building located at 180 East 5th Street, St. Paul, Minnesota, 
(ii)oan assignment ofolease and ren� {iii) 100% of the membership and ownership interests in the Parent, and (iv) other
collateral specified in the Gamma Loan documents. The Gamma Loan documents contain events of default that are customary 
for loans of this type. The loan proceeds were used to pay-off the existing mortgage on the 180 East 5th Street property, redeem 
the Talon OP preferred units, and fund various escrows and reserves related to the property. 

In addition to a personal guarantee by the Company's Chief Executive Officer, a guarantee was secured from First Tracks, 
LLC (see Note 13). 

Under the tenns of the Contnbution Agreement with Bren Road L.L.C., the contributor of the property acquired through Talon 
Bren Road, LLC, and related agreements, the principal and interest payments due on the Taion Bren Road, LLC HV AC and 
Roof Loans are being set-off against other amotmts due from Bren Road L.L.C. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 6 - CONCENTRATIONS 

The Company has tbre�Jenants that rent approximately �jlo/c, of the Company's total rentable space as of March 31, 2017 with 
base rent representing�% of total base rent reven�� for the three months ended March 31, 2017-: .. for the same periods in 
2016, the same three tenants rented approximately �J� of�� space, with base rent representing §i% of the total base rent 
revenues. The largest tenant currently rents approximately �i% of the Company's rentable space. The Company had two 
parties who accounted for{�% and 83% of the total rent and other receivables balance as of March 31, 2017 and December 31, 
20 I 6, respectively. 

NOTE 7 -RESTRICTED ESCROWS AND RESERVES 

According to the terms of the Company's notes payable agreements (Note 5), the Company is required to make monthly and 
quarterly deposits to various escrow and reserve accounts for the payment of real estate taxes, tenant improvements and leasing 
commissions. The Company had $13,995,393 and $3,001,232 in restricted escrows and reserve accounts as ofMarch 31, 2017 
and December 31, 2016, respectively. 

NOTE 8-COMMITMENTS AND CONfINGENCIES 

On June 7, 2013, Talon RE, entered into a contribution agreement with the remaining interest holder of 5130 LLC pursuant to 
which it will acquire the remaining 51 % interest in 5130 LLC in exchange for 2,820,810 shares ofour common stock, subject 
to receiving consent to the transfer from 5130 LLC's lender. 

The Company entered into a property lease agreement relating to rental of office space. This non-cancellable lease has a 
remaining term of 39 months. The lease is subject to periodic adjustments for operating expenses. The future net minimum 
rental payments for this lease are as follows: 

Years ending December 31, 
2017 (remaining 9 months) $ �3.,.Pi 
2018 84,664 
2019 89,187 
2020 45,876 

$ j272�90S. 

On April 9, 2015, the Company entered into a significant lease arrangement with a new tenant. On January 27, 2017 the 
company executed a Second Amendment to the lease with the tenant to resolve issues concerning a notice of default that the 
Company received from the tenant on April 1, 2016. The Second Amendment rescinds the Notice of Default and the 
Termination Notice that the tenant had delivered, changes to the lease commencement date from January I, 2016 to January I, 
2018 and placed approximately $5,640,000 in escrow to provide evidence of our ability to pay for the remaining tenant 
improvements. The Company deposited the required escrow funds on January 27, 2017. 

Legal Proceedings 

The Company is sometimes involved in lawsuits and other legal proceedings arising in the normal course of business. 
Currently the Company is a party to various legal proceedings. We accrue a liability for litigation if an unfavorable outcome is 
probable and the amount of loss can be reasonably estimated. If an unfavorable outcome is probable and a reasonable estimate 
of the Joss is a range, we accrue the best estimate within the range; however, if no amount within the range is a better estimate 
than any other amollllt, the minimum within the range is accrued. Legal fees related to litigation are expensed as incurred. We 
do not believe that the ultimate outcome of these matters, either individually or in the aggregate, could have a material adverse 
effect on our fmancial �ition or overall trends in results of operations; however, litigation is subject to inherent W1certainties. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 9 - RESTRICTED STOCK 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to directors 
under a director compensation plan. The 2013 F.quity Incentive Plan dated June 7, 2013 (the "Plan") allows up to 1,500,000 
shares to be issued and granted to employees, non-employee directors and consultants. Authorized shares automatically 
increase on January I of each year by three percent of the outstanding shares of common stock as of December 31 of the 
immediately preceding year. Employee awards granted are subject to various vesting periods from immediate to 60 months. 
Vesting provisions have included monthly vesting and various fonns of cliff vesting. 

The Non-Employee Director Compensation Plan allows shares of restricted common stock to be granted to board members and 
is included under the Plan. Director awards granted have included various vesting periods from immediate to 19 months. 
Vesting provisions are generally cliff vesting at various dates specified in the awards. 

As of March 31, 2017, the Company has granted 1,093,759 shares to employees and 480,000 shares to Directors, net of 
forfeitures, under the Plan. Of the employee shares granted, 360,000 remain unvested as of March 31. 2017. 

The following table sets forth a summary of restricted stock for the three months ended March 31, 2017: 

Numberof Weighted-average 
Restricted Gnat Date 

Total Restricted Stock Shares Fair Value 
Granted and not vested, December 31, 2016 360,000 $ 0.98 

Granted 
Vested 
Forfeited or rescinded 
Granted and not vested, March 31, 2017 360,000 $ 0.98 

Total unrecognized compensation expense related to the outstanding restricted stock as of March 31, 2017 was $267,334, 
which is expected to be recogniud over a weighted average period of 32 months. The Company recognized $S5 ,740 of stock
based compensation expense for the three months ended March 31, 2017. and $38;285 for the three months ended March 31, 
2016, that is included in salary and compensation expense in the conso1idated statements of operations. The Company used 0% 
for both the discount factor and forfeiture rate for determining the fair value of restricted stock. The Company has limited 

·ehistory to determine forfeiture trends and the Company considers the discount rate to be immaterial.e

Numberof 
Restricted 

2013 EquityIncentive Piao Restricted Stock Shares 
Authorized but not granted or issued, December 31, 2016 1,376,551 
Authorized increase in Plan shares 514,079 
Granted 
Forfeited or rescinded 
Authorized but not granted or issued, March 31, 2017 1 890,630e,e
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of March 31, 2017 and_fortbethree months ended March 31, 2017 and 2016 (unaudited) 

NOTE IO- INTANGIBLE ASSETS AND LIABILITms 

The Company's identified intangible assets and liabilities at March 31, 2017 and December 31, 2016 were as follows: 

March 31, December 31, 
2017 2016 

Identified Intangible assets: 
In-place leases $ 10,078,055 $ 10,078,055 
Above-market leases 1,834939 1,832,939 

AccumuJated amorti7.ation Fz01Jz66Q {62445,39Q 
Net carrying amount $ 4,899.333 $ 51465.603 

March 31, December 31, 
2017 2016 

Identified intangible liabilities: 
Below-market leases $ 507,746 $ 507,746 

AccumuJated amortization {38�005} {357,108} 
Net carrying amourit $ 121?41 $ 150,638 

The effect of amortization of acquired intangible assets and liabilities was a net charge of $537,372 for the three months ended 
March 31, 2017 and $544,253 for the three months ended March 31, 2016. Above-market leases, included in intangible assets, 
are amortized as a reduction of rent revenue and totaled $74,117 for the three months ended March 31, 2017, and $77,167 for 
the three months ended March 31, 2016. Below-market Jeases are amortized as an addition to rent revenue and totaled $28,898 
for the three months ended March 31, 2017, and $28,898 for the three months ended March 31, 2016. Amortization of in-place 
leases was $492,152 for the three months ended March 31, 2017, and $495,983 for the three months ended March 31, 2016. In
place leases, and above and below-market leases had a weighted average amortization period of 4.5 years in the year acquired 

The estimated annual amortization of acquired intangible assets and liabilities for each of the five succeeding fiscal years is as 
follows: 

Years ending December 31, 
2017 (remaining 9 months) 
2018 

$ 
Assets Liabilities 

2019 
2020 

$ 

NOTE II -HEDGING ACTMTIES 

The Company may use derivative instruments as part of its interest rate risk management strategy to minimize significant 
unanticipated earnings fluctuations that may arise from variable interest rates associated with existing boITowings. On July 2, 
2014, the Company entered into an interest rate cap contract for the notional amount of $33,000,000 with a strike rate of 2.5% 
on one month LIBOR as a hedge for a floating rate debt entered into on that date. The interest rate cap expired on July 5, 2016. 
The interest rate cap was issued at approximate market terms and thus no fair value adjustment was recorded at inception. The 
Company did not elect hedge accounting treatment for the rate cap and as such, changes in fair value are recorded directly to 
earnings. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATHMENTS 
As of March 31, 2017 and for the three months ended March 31, 2017 and 2016 (unaudited) 

NOTE 12 - MANDATORILY REDEEMABLE PREFERRED OPERATING PARTNERSHIP UNITS 

On July 2, 2014, the Company issued 30,000 preferred units, at a price of$100 per unit, totaling $3,000,000. These preferred 
�t holders are entitled to distributions at a rate of 6% per amium of their liquidation preference amount of $100 per unit 
which are cumulative from the date of issuance and are payable monthly (to the extent there are sufficient distributable 
proceeds). The preferred units have been classified as a liability in the consolidated balance sheet as the preferred liquidation 
preference amount is mandatorily redeemable in specific amounts at specific dates in the future. The preferred units were 
r�emed on January 27, 2017. 

NOTE 13-RELATED PARTY TRANSACTIONS 

In October 2016, the Company entered into a loan guaranty agreement with one of our shareholders, First Tracks LLC, to 
guaranty additional debt financing on behalfeofethe Company. Total fees of approximately $70,000 were paid by the Company 
to First Tracks, LLC during 2016 pursuant to this agreement. 

First Tracks, LLC also provided a guarantee on the issuance of debt secured by the property owned by Talon Bren Road, LLC. 
Fees of$55,000 was paid to First Tracks, LLC on Janumy 5, 2017 for this guarantee. 

The Gamma Loan (see Note 5) entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As consideration for the 
guarantee, Talon Real Estate Holding Company issued First Tracks LLC 2,500,000 shares of its common stock on January 27, 
2017 and paid a fee of$750,000. 

NOTE14-SUBSEQUENT EVENTS 

rtJ,.e :Coinpanf �ai-evaiwitea .siibsequent ev.ents for-iiems 1hBt requjre-�ognitioiiordisclosure-fu theCoiiij,miy's·fiuau�. .. . .. 
�tatemen�: thri)uglt:tbe d,ate-th�� finwiciai �ents)vere:issue� Altsignifi-- sub�ent'ev� occmring:after:¥arc� }oil 
12�17 that could have a Diateriateffect on ·these financial statemerif$·liave been twly-disclosecl'in the notes to th� ��fJ� 

· · ����:� Qf�<!Jqr ��tY�-��¢J?���".e.!� J,_iQF �:!i!�4Jn. �W.fQmaJQ�-��· . 

NOTE IS - GOING CONCERN 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, fund 
and maintain our operations and assets, acquire properties, make distributions to our shareholders and other general business 
needs. In the short-term, we have incurred significant expenses related to completing building and tenant improvements at our 
properties, and pursuing our acquisition strategy creating a cash shortfaU through March 31, 2017. 

Our short-tenn liquidity requirements consist primarily of ftmds needed to pay for operating expenses and other expenditures 
directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-term growth through 
acquisition of properties as well as general and administrative expenses operating as a public company. 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity for the 
foreseeable future. Our current liabilities exceed our unrestricted cash and we have very limited cash flow from current 
operations. As of March 31, 2017, we had unrestricted cash of $88,596 and current liabilities including tenant improvement 
allowances� unsecured debt, accounts payable and accrued expenses substantially in excess of the available cash. We therefore 
will require additional capital and/or increased cash flow from future operations to fund our ongoing business. We may also be 
unable to borrow or obtain sufficient funds for repayment on terms acceptable to us or at all, and our ability to obtain future 
financing may also be impacted negatively. 
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TALON REAL ESTATE HOLDING CORP. 

NOIBS TO CONDENSED CONSOLIDATED FINANCIAL STA TE:M:ENTS 
As of March 31, 2017 and for the three months ended March 31, 2017_and 2016 (unaudited) 

NOTE 15 - GOING CONCERN (continued) 

There is no guarantee that we will be able to raise any required additional capital or generate sufficient cash flow from our 
current and future operations to fund our ongoing business. If the amount of capital we are able to raise together with our 
income from operations is not sufficient to satisfy our capital needs, we may be required to cease our operations or alter our 
growth plans. If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less than 
the value at which those assets are carried on our consolidated financial statements, and it is likely that investors will lose all or 
a part of their investment 

Although we plan to aggressively pursue acquisitions to grow our business there is no assurance that we will be able to acquire 
additional properties in the future or obtain the necessary financing to acquire such properties. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy current 
liabilities and do not provide us with adequate liquidity for the foreseeable future, we anticipate that we will undertake future 
debt or equity financings or if necessary, sell certain of our property holdings in 2017. 

In the future, we may use a number of different sources to finance our liquidity needs, including cash flows from operations, 
issuance of debt securities or equity securities (which might be common or preferred stock), private financings (such as 
additional bank credit facilities, which may or may not be secured by our assets), asset sales, seller financing, property-level 
mortgage debt, or any combination of these sources, to the extent available to us, or other sources that may become available 
from time to time. Any debt that we incur may be recourse or non-recourse and may be secured or unsecured. We may incur 
substantial costs in pursuing future capital financing, including investment banking fees, legal fees, accounting fees, and other 
costs. Although we have successfully raised equity capital in the past, we cannot be assured that we will be able to continue to 
be successful in raising capital through issuance of securities. Our ability to obtain needed financing may be impaired by such 
factors as the capital markets, our status as a new enterprise without significant assets or demonstrated operating history, and/or 
the loss of key management. There is no guarantee that we will be able to raise any required additional capital or generate 
sufficient cash flow from our current and proposed operations to fimd our ongoing business. 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 

The following discussion should be read in conj,mction with the financial statements and related notes included 
elsewhere in this report. This discussion and analysis contains forward-looking statements that involve risks and uncertainties. 
Our actual results may differ materially from those anticipated in these forward-looking statements as a result ofvarious 
factors, including those set forth under "Risk Factors" in our Annual Report on Form 10-Kfor the yea, ended December 31, 
2016. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update them in 
light of new information or future events. 

Overview 

We are a real estate investment company focused on investing in office, industrial and retail properties located in the 
Midwest and South Central regions of the United States. We target properties located in the area bounded by Minnesota and 
Texas to the north and south, and by Illinois and Colorado to the east and west, although we wiII consider properties outside 
this target area ifwe identify attractive opportunities. We believe these markets are currently underserved in financing and 
market transaction options for which we can provide advantageous solutions. We believe the size and location of opportunities 
in this region will be· a desirable fit for our real estate portfolio and can be pursued at attractive yields. 

Our Current Property Interests 

We currently own an interest in four properties located in and around the Minneapolis-St. Paul metropolitan area of 
Minnesota. 

We .own a 490/4 interest in an entity that owns an industrial complex consisting of two buildings with approximately 
171,639 square feet located in the Minneapolis-St. Paul metropolitan area. We have entered into a contribution agreement to 
acquire the remaining interest in this entity, subject to receiving consent to the transfer from the entity's lender. 

We also own a 227,000 square foot building situated on 20 acres of land in Minnetonka, Minnesota and an 856,223 
square foot thirteen-story office tower located in downtown St. Paul, Minnesota. As of March 31, 2017 the combined 
occupancy for all of the buildings in our portfolio was 71%. In April 2015, the Company executed a lease in the St. Paul 
building for a significant new tenant that would increase the occupancy of our portfolio by over 14% upon occupancy. The 
lease was amended on January 27, 2017 to resolve certain disputes between the Company and the tenant and as amended, the 
lease is schedule to commence on January l, 2018. 

The following table sets forth infonnation regarding our 5 largest tenants as of March 31, 2017. [J9 -���J 

Percentage Percentage 
Approx. of of Company's 
Total Company's Base Rent Total Base Rent 
Leased Rentable for the three for the three 

Primary Lease Square Square months eoded montbB ended 
Proe!!:!l Locadoa n> Tenant Iodu!!!l'. Use Ex2iradon Feet Feet Mar. 31,2017 Mar. 31

2 
2017 

180 E 5111 Street. HealthCare Office 4/30/2018 119,490 12% $ 1,364,382 23% 
St Paul,MN 
180 E 5th Street, Government Office 5/31/2020 89,130 90/4 $ 1,162.903 19% 
StPaul,MN 
180 E 51b Street, Retail Office 3/31/2020 104577 10% $ 959,232 16% 
St Paul,MN 
S 130 Industrial St. Construction Industrial 2/28fl021 61,500 6% .$ 164,854 3% 
Maple Plai� MN 
1350 Budd Ave, Construction Industrial 2/28/2018 29,903 3% $ 81,533 ]% 

Maple Plaiu, MN 

(1)e The two properties located in Maple Plain, MN lcme approximately It�% of the Con:ipany's renlable space and account for approximately�% of the
Company's tobtl base rent revenues for the three months ended Marcti" 31, 2017 and�% for the three months ended March 31, 2016. The property locatede
in Minnetonka, MN leases approximately[?,% of the Compl!DY's rcntable space ande

° 
accounts for approximately �:t1a oftbc Company's total base rente

revenues forlhe three months ended March 31, 2017, and al% forlbe lhree months ended Mm"ch 31,2016. No major tenants are located at the propertyo
in. Minnetonka, MN. The property located in St Paul, MN leases approximately !9% of the Company's rentable space and accounts for approximatelye
�-�%of the Company's total besercntrevenues for the three months ended Marcf3t. 2017 anditj% for the three months ended March 31, 2016.e
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The future square feet expiring for all current leases, including leases entered into subsequent to March 31, 2017: 

Years ending December 31, 

5130 Industrial St 1350 B11dd Ave 10301 Bren Rd 180 E SIii St 
Maple Plain. MN Maple Plain. MN Minnetonka, MN St.Pau�MN Total 

2017 Ds i4.,_1� 
2018 u 

... ... •1 

2019 ��,�� 
tJ 2020 ;J ij�97�� 2021 

Thereafter µ,s
ttH,715. 29,903 

(1) On )�pi{I i;20,� the Qxnpany iecdvccl a"101icc msemng a right·to.tmninaic"ifiej- forT-0: 109:squarc feet pumjiiit fu a:rfuiii;alic� �it�s
e •s

tel�todic.�mpl�.tmd�iveey:ofiliebi.rilclmg.an�.��mentsllllderlhe-leas)D,ielease;�.amen009on.Janumy.27;_2.QI7� 
l.�V:�.��-���:�:d.Je·Co�y�f:ltti:imiipll_.�:�_afueucbi,thel�cisschedulecno�_!:e.��.lsn•�'!;�9!��s

Management may periodically sell certain properties including core income-producing and value-added properties for 
various reasons based on individual circumstances and opportunities. Proceeds from the sale of such properties may be used to 
repay related property debt, pay transaction expenses, acquire or invest in other properties and for general corporate purposes 
including satisfying existing liabilities. 

Factors That May Influence Our Operating Results 

Acquisition Strategy. We plan to grow our business through the acquisition of new properties, initially targeting 
properties that meet the criteria described above under "Overview" and elsewhere in this report. We expect the properties we 
acquire will be subject to mortgage financing and other indebtedness that we will assume or refinance. Debt service on such 
indebtedness will have a priority over any distributions with respect to om common stock. 

Rental Revenue. The amomrt ofnet rental revenue generated by om properties depends primarily on our ability to 
maintain the occ!tpancy rates of currently leased space and to lease space that becomes available. As of March 31, 2017, our 
properties were �Jj% leased. We believe that the average rental rates for our properties are generally equal to the current 
average quoted market rates. Negative trends in one or more of these factors such as a decrease in rental rates or a decrease in 
demand for om properties could adversely affect our rental revenue in future periods. Future economic downturns affecting the 
Minneapolis-St. Paul metropolitan area or downturns in our tenants' businesses that impair our ability to renew leases or re-let 
space or the ability of our tenants to fulfill their lease commitments could adversely affect our revenues. In addition, growth in 
rental revenue primarily will depend on our ability to acquire additional properties that meet our investment criteria. 

Conditions in Our Markets. Our current properties are located in the Minneapolis-St. Paul metropolitan area. Positive 
or negative changes in economic or other conditions in this area, or areas in our prospective proprieties, including employment 
and wage rates, natural disasters and other factors, may impact om overall performance. Our ability to grow in our broader 
market throughout our region may a1so be impacted by these factors. 

Operating Expenses. Our operating expenses primarily consist of property taxes, management fees, utilities, insurance 
and site maintenance costs. As of March 31, 2017, some of our leases required tenants to reimburse us for a share of our 
operating expenses. Increases or decreases in any unreimbursed operating expenses, either due to the nature of the expenses not 
requiring reimbursement from our tenants or due to a reduction in leased square footage requiring tenant reimbursement of a 
portion of our operating expenses, will impact our overall perfonnance. Legal fees incurred in 2017 and 2016 were significant 
due to the Company's acquisition and refinancing activities, as well as litigation expenses. We expect an increase in legal fees 
associated with these activities and business matters customary to a public real estate holding company, as well as our ongoing 
litigation. 

Interest Expense. Our interest expense will depend on the amounts we borrow as well as the interest rates charged by 
our lenders. Our current loan agreements are a mix of both fixed and floating rates, as well as secured and unsecured by our 
properties. Our aggregate interest expense may increase as we acquire properties and could fluctuate between periods based on 
the variable rate loan arrangements, if we do not hedge any such interest rate risk. 
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Critical Accounting Policies and Estimates 

Our discussion and analysis of the historical financial condition and results of om operations are based upon our 
financial statements which have been prepared in accordance with U.S. generally accepted accounting principles, or US 
GAAP. 

The preparation of these condensed consolidated fmancial statements in conformity with US GAAP requires 
management to make estimates and assumptions in certain circumstances that affect the reported amounts of assets and 
liabilities at the date of the financial statement; and the reported amounts of revenues and expenses in the reporting period 
Actual amounts may differ from these estimates and asswnptions. We have provided a summary of om significant accounting 
policies in the notes to the consolidated financial statements of om company elsewhere in this report. We have summarized 
below those accounting policies that require material subjective or complex judgments and that have the most significant 
impact on om financial condition and results of operations. We evaluate these estimates on an ongoing basis, based upon 
information currently available and on various assumptions that we believe are reasonable as of the date hereof. Other 
companies in similar businesses may use different estimation policies and methodologies, which may impact the comparability 
of om results of operations and financial condition to those of other companies. There have been no significant changes to 
those policies during the three months ended March 31, 2017. 

Investment in Real Estate and Faed Assets 

Investment in real estate and fixed assets are carried at cost less accumulated depreciation and amortization. Property 
such as land, building and improvements includes cost of acquisitions, development, construction, and tenant improvement 
allowances. Maintenance and repairs are expensed as incurred, and major improvements are capitalized We allocate the cost of 
an acquisition, including the assumption of liability, to the acquired tangible asset and identifiable intangibles based on their 
relative fair values. We assess fair value based on estimated cash flow projections that utilize appropriate discount and/or 
capitalization rates and available market information. Estimates of future cash flows are based on a number of factors including 
historical operating results, known and anticipated trends, and market economic conditions. 

We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible assets (including 
land, buildings and personal property) detennined by valuing the property as if it were vacant, and identifiable intangibles 
based on �eir relative fair values. Acquisitions of real estate are recorded based upon preliminary allocations of the purchase 
price to management's assessment of the fair value of tangible and intangible assets and any assumed liabilities acquired which 
are subject to adjustment as additional information is obtained up to one year after the date of acquisition. Adjustments to 
preliminary allocations of purchase price are adjusted prospectively when aII information necessary to detennine the relative 
fair values bas been received. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for building, 
improvements, and furniture and equipment, and the term of the lease for tenant improvements. The estimated useful lives 
being used are as follows: 

Land Improvements 
Building 
Building Improvements 
Tenant Improvemen1!i 
Furniture and Equipment 

3-15 yearss
25-30 yearss
10-20 yearss
1-12 yearss
3 yearss

Intangible Assets 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant 
intangible assets (such as above-: and below-market leases and value of acquired in-place leases), and any assumed liabilities, 
and allocates the purchase price based on these fair value assessments. The Company amortizes identified intangible assets and 
liabilities based on the period over which the assets and liabilities are expected to affect the future cash flows of the real estate 
property acquired. Lease intangibles (such as in-place or above- and below-market leases) are amortized over the term of the 
related lease. Above and below-market leases are amortized as a reduction in (addition to) rent revenue. Amortization of other 
intangibles is recorded in depreciation and amortization expense. 
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Principles of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of 
that entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which 
we are the primary beneficiary. The accompanying consolidated financial statements include the accounts of Talon Real Estate 
Holding Corp. ("TREHC") and Talon OP, our Operating Partnership. Talon OP also consolidates 5130 LLC, an entity in which 
it has a 49% ownership interest, based on its ability to control the operating and financial decisions of 5130 LLC. All 
significant intercompany balances have been eliminated in consolidation. 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by Operating Partnership units. The 
Company's interest in the Operating Partnership was approximately 67% and 65% of the common units of the Operating 
Partnership as of March 31, 2017 and December 31, 2016, respectively. The Operating Partnership's income is allocated to 
holders of common units based upon the ratio of their holdings to the total units outstanding during the period. Holders of 
prefened units receive cenain distributions based on a percentage of the liquidation preference. capital contributions, 
distributions, syndication costs, and profits and losses are allocated to non-controlling interests in accordance with the tenns of 
the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contributions, distributions, and profits and losses are allocated to the non-controlling interest based on membership 
percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related leases, inclusive of leases which 
provide for scheduled rent increases or rent concessions. Differences between rental income earned and amounts due according 
to the respective lease agreements are credited or charged to deferred rent receivable, as applicable. 

Tenant recoveries related to reimbursement of real estate tax.es, insurance, repairs and maintenance and other 
operating expenses are recognized as revenue in the period the applicable expenses are incWTed. Recoveries are billed monthly 
using estimated operating costs and an additional billing or a refund is made to tenants in the following year after actual 
operating expenses are detennined. 

Accounting Standards Applicable to Emerging Growth c_ompanles 

We qualify as an "emerging growth company" pursuant to the provisions of the JOBS Act Section l02(b)(l) of the 
JOBS Act provides that an "emerging growth company" can take advantage of the extended transition period provided in 
Section 7(aX2)(B) of the Securities Act for complying with new or revised accounting standards. We have elected to use the 
extended transition period for complying with these new or revised accounting standards. Since we will not be required to 
comply with new or revised accounting standards on the relevant dates on which adoption of such standards is required for 
other public companies, our financial statements may not be comparable to the fmancial statements of companies that comply 
with public company effective dates. If we were to elect to comply with these public company effective dates, such election 
would be irrevocable pursuant to Section l 07 of the JOBS Act. 
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Significant Events and Transactions during the three months ended March 31, 2017 

Summarized below are the Company's significant transactions and events during the three months ended March 31, 
2017. 

On January 27, 2017, Talon First Trust, LLC entered into a Loan Agreement (the "Gamma Loan") with Gamma Real 
Estate Capital LLC (the "Lender"), a Delaware limited liability company, in the principal amount ofSSl,600,000. The loan 
bears an interest rate equal to the sum of(i) the greater of (x) the Prime Rate as published in the Wall Street Journal, and (y) the 
LIBOR Floor, plus (ii) a margin of 9.00% per annum, and has an initial maturity date of January 26, 2018 with two 6-month 
options for the Company to extend upon satisfaction of certain conditions. Pursuant to the Gamma Loan, approximately 
$5,298,000 has been deposited into an interest reserve account to be applied toward monthly interest payments to the Lender. 
The Gamma Loan is secured by (i) a mortgage on the Company's interest in its building located at 180 East Sill Street, St Paul, 
Minnesota, (ii) an assignment of lease and rents, (iii) 100% of the membership and ownership interests in the Parent, and (iv) 
other collateral specified in the Gamma Loan documents. The Gamma Loan documents contain events of default that are 
customary for loans of this type. The loan proceeds were used to pay-off the existing mortgage on the 180 East 5th Street 
property, redeem the Talon OP preferred units, and fimd various escrows and reserves related to the property. 

On April 9, 2015, the Company entered into a significant lease arrangement with a new tenant On January 27, 2017 
the company executed a Second Amendment to the lease with the tenant to resolve issues concerning a notice of default that 
the Company received from the tenant on April 1, 2016. The Second Amendment rescinds the Notice of Default and the 
Termination Notice that the tenant had delivered, changes the lease commencement date from January 1, 2016 to January 1, 
2018 and required the Company to place approximately $5,640,000 in escrow to provide evidence of our ability to pay for the 
remaining tenant improvements. We deposited the required escrow funds on January 27, 2017. 

On January 25, 2017, in the matter ofSwervo Management Division, LLC, as plaintiff, versus Talon Real Estate 
Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the Company executed a $1,330,167 amended 
and restated promissory note, plus interest on the unpaid balance at 10%. The entire principal balance shall be due and payable 
on the earlier of July 24, 2017 or upon a time that the Company refinances or sells its property located at 1030 I Bren Road. 
This note replaces the Amended and Restated promissory note dated June 30, 2016 in the amount of $953,908 ($1,008,908 as 
of December 31, 2016) given by Talon Real &tate Holding Corp. and Talon First Trust, LLC. 

The Company filed a complaint in the State of Minnesota in June, 2016 to enforce the NOI Payment Agreement and 
other documents issued in conjunction with the Contribution Agreement entered into in May, 2014 with Bren Road, L.L.C. The 
defendant responded and filed a counterclaim and third-party complaint against Talon Bren Road, LLC and Talon OP, LP in 
July, 2016. In November, 2016 the matter came before the court on the Defendant's motion for partial summary judgment 

Subsequently, in February, 2017 the Hennepin County District Court issued a Findings off act and Order for Judgment on the 
counter claim against the Company in the amount of $719,365, plus post judgment interest which pursuant to our 10301 Bren 
Road and 180 East 5th Street loan agreements, constitutes a non-fmancial event of default. The outstanding amount of the 
judgment was satisfi� on June 23, 2017 as part of the refinancing of Talon Bren Road, LLC's outstanding mortgages. 

In March, 2017, a significant tenant of our 180 East 5th Street, St Paul property filed for Chapter 11 bankruptcy 
protection from its creditors. The Company lost a portion of March rent from the period of the initial filing until a Trustee 
could be appointed. From the date of Trustee appointment through September 30, 2017, full lease payments were received by 
the Company. Under the terms of the bankruptcy, the tenant's lease was tenninated effective September 30, 2017. 

On March 27, 2017, Talon Bren Road, LLC received a notice of default under the terms of our second mortgage 
agree�ent, the outstanding balance of which was $2,000,000 as of the date of the receipt of the notice. This mortgage was 
refmanced on June 23, 2017 which resolved the defimlt 

Market Conditions and Outlook 

Our last two acquisitions were accomplished utilizing a 721 Exchange tax deferral methodology similar to that of an 
"UPREIT" providing several unique advantages over a I 031 exchange or selling to cash buyers. This strategy is advantageous 
for real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in real estate, diversify their 
holdings, and seek potential future growth and liquidity by accepting Talon OP common units which can later be converted 1: 1 
for Talon common stock, which trade under the ticker "TALR," and their capital gains tax obligations are deferred until then. 
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Our strategy is to continue offering these tax-deferred solutions to real estate owners as part of diversifying our 
shareholder base creating liquidity and shareholder value. We continue to believe office and industrial properties offer the best 
return on equity metrics as part of our investment strategy. Retail will also be part of our overall portfolio with an average 
overall target portfolio contribution of nearly 20% over the long-tenn. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and east coasts and 
we will continue to explore additional investment options within this region to continue our mission to provide return on equity 
targets of 8-15% per asset or portfolio. 

Results of Operations 

Our revenues and expenses have changed primarily due to increases in expenses attributable to an increase in legal 
services related to our legal proceedings in 2017. We expect our revenues, tenant reimbursements and many expenses will 
continue to increase on an absolute basis in the future as we seek to acquire additional properties, assume or refmance 
indebtedness in connection with the acquisitions and build the infrastructme necessary to grow our business. In the near term, 
we expect to continue to incur higher legal and other professional fees in pursuit of potential acquisitions. 

Three.months ended March 31, 2017 compared to three months ended March 31, 2016 

Revenues and Expenses 

Rental revenues decreased $104,842, or 5.6%, to $1,771,070 for the three months ended March 31, 2017, compared to 
$1,875,912 for the same period of the prior year. The modest decrease in rental revenue relates to several smaller adjustments 
to rented space and certain lease rate adjusttnents with no significant new leased space across the portfolio. 

Tenant reimbursements decreased $36, I 07, or 4.0%, to $861,384 for the three months ended March 31, 2017 
compared to $897,491 for the same period of the prior year. The decrease in tenant reimbursements is consistent with the 
decrease in rent and stable property operating expenses. 

Other income decreased$61,263, or 71.2%, to $24,738 for the three months ended March 31, 2017 compared to 
$86,001 for the same period of the prior year. The decrease primarily relates to lower recorded amounts related to an income 
guarantee on one of the properties owned and lower revenue from an event center located in the 180 East 5th Street property in 
St Paul. 

General and administrative expenses decreased $295,231, or 85.1 %, to $51,722 for the three months ended March 31, 
2017 compared to $347,033 for the same period of the prior year. The decrease is primarily due to the expensing of$285,000 
of lost deal costs in 2016 with no comparable expense in 2017. 

Salary and compensation expenses decreased $42,675 or 19.0%, to $182,022 for the three months ended March 31, 
2017 compared to $224,697 for the same period of the prior year. The decrease in salary and compensation expense is 
primarily related to staff turnover in late 2016 resulting in lower saJaries for replacement personnel in 2017. 

Professional fees increased $131,295, or 58.1%, to $357,140 for the three months ended March 31, 2017 compared to 
$225,845 for the same period of the prior year. The increase is primarily due to an increase in legal services related to our legal 
proceedings and refinancing of debt in the three months ended March 31, 2017. 

Property operating expenses decreased $6,391, or 0.5%, to $1,179,187 for the three months ended March 31, 2017 
compared to $1,185,578 for the same period of the prior year. Property operating expenses have remained essentially 
unchanged due to a stable operating environment and the lack of unusual or infrequent expenditures. 

Real estate taxes and insurance increased $14,902 or 3.4%, to $460,379 for the three months ended March 31, 2017 
compared to $445,477 for the same period of the prior year. The three months ending March 31, 2017 are in line with the 
annual increase in real estate taxes across the portfolio as the composition of our real estate portfolio remained the same. 

Depreciation and amortization expense decreased by $14, I 63, or 1.2%, to $1,218,242 for the three months ended 
March 31, 2017 compared to $1,232,405 for the same period of the prior year. The decrease is primarily attributable to certain 
intangiole assets expiring in coaelation with the applicable leases. 

Interest expense increased by $1,315,399, or 107 .1 % to $2,543,437 for the three months ended March 31, 2017 
compared to $1,228,038 for the same period of the prior year. The increase is primarily attnoutable to the refinancing of the 
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180 East 5th Street mortgage and other changes in outstanding debt. The weighted average interest rate increased to 11. 77% as 
of March 31, 2017 compared to 6.49% as of March 31, 2016 and outstanding debt increased by $23,105,751. In addition, 
deferred financing cost amortization was accelerated on the refinanced debt and significant new deferred financing costs were 
incurred which have predominantly a one-year amortization period. 

Funds from Operations and Non-GAAP Reconciliation 

The National Association of Real Estate Investment Trusts, or NAREIT, defines funds from operations, or FFO, as net 
income (loss) available to common shareholders and operating partnership unit holders computed in accordance with GAAP, 
excluding gains or losses from sales of operating real estate assets and extraordinary items, plus depreciation and amortiz.ation 
of operating properties, and after adjustments for unconsolidated partnerships and joint ventures. We intend to calculate FFO in 
a manner consistent with the NAREIT definition. 

Management intends to use FFO as a supplemental measure to conduct and evaluate our business because there are 
certain limitations associated with using GAAP net income alone as the primary measure of our operating performance. 
Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes that the value of real estate assets 
diminishes predictably over time. Because real estate values instead have historically risen or fallen with market conditions, 
management believes that the presentation of operating results for real estate companies that use historical cost accounting is 
insufficient by itself. In addition, securities analysts, investors, and other interested parties use FFO as the primary metric for 
comparing the relative performance of equity REITs. There can be no assurance that FFO presented by us is comparable to 
similarly titled measures used by REITs. 

FFO should not be considered as an alternative to net income or other measurements under GMP as an indicator of 
our operating performance or to cash flows from operating, investing or financing activities as a measure ofoliquidity. FFO 
does not reflect working capital changes, cash expenditures for capital improvements or principal payments on indebtedness. 

We define adjusted funds from operations, or AFFO, as FFO excluding the non-cash effects of straight-line rent and 
amortiz.ation of lease inducements and deferred financing costs, depreciation of non-real estate, and excluding the effects of 
non-cash compensation charges. U.S. GAAP requires rental revenues related to non-contingent leases that contain specified 
rental increas�s over the life of the lease to be recognized evenly over the life of the lease. This method may result in rental 
income in the early years of a lease that is higher than actual cash received, creating a deferred rent receivable asset or lower 
income than actual cash received, creating a deferred rent revenue liability included in our consolidated balance sheet At some 
point during the lease, depending on its terms, cash rent payments may exceed or be lower than the straight-line rent which 
results in the deferred rent receivable asset or liability, respectively, decreasing to zero over the remainder of the lease term. By 
excluding the non-cash portion of straight-line rental revenue and amortiz.ation of lease inducement and deferred financing 
costs as well as non-cash compensation expense, investors, analysts and our management can compare AFFO between periods. 

Below is the calculation ofFFO andAFFO and the reconciliation to net income (loss), which we believe is the most 
comparable GAAP financial measure: 

Reconciliation of Net Income Attributable to Talon Real Estate Holding Corp. ("TREHC") to Funds From Operations 

nree mollths elldcd March 31, 
In thousands S (except per share) 2017 2016 

Weighted Avg. Weighted Avt-
Sbares and Per Share Sbarcs and Per Share 

Amount U12its (1) aad Unit '11 Amo11Dt Uufts 11> and Ualt Pl 

�et loss attdbutable to TREHC S (2.236) 18,945 $ (0.12) S (1,303) 16,789 $ (0.08) 

Adjustments: 
Non-controlling interest Operating Partnership (1,086) 9,200 (703) 9,200 
Consolidated depreciation and amortization 1,218 1,232 
adjust for noo-real estate depreciation (2) 
adjust for amortization of above and below-market rents 45 63 
adjust for 0011-controlling real estate owned depreciation 26 __ (__) ---- __ (._31_) ---
Net adjustments 151 SS9 

Funds from operations applicable to common shares $ (2,085) 28ot4st _s __ <_o_.01_> s 25.989 _s __ <_o._oJ_> ,o (744)o
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Three moatbs ended March 31, 

2017 2016 

Weighted AVK- WeJgbted Ayg. 
Sbara aad Per Share Shares and Pu Share 

Adjusted fonds from operations Amount Units (I) aad Unit ci> Amount Units <1> aad Uuit CJ> 

FFO available to common shares $ (2,085) 28,145 S (0.07) $ (744) 25,989 S {0.03) 
Adjustments: 
Straight-line rents in excess of; or less than, contract rents (21) (102) 
Non-real estate depreciation 2 
Amortization of deferred financing costs net of non
controlling real estate 807 203 

Non-cash stock compensation changes 89 38 
AFFO available to common shares S (1.210) 28.145 $ <0.04> =s _<6_o_J> 25,989 _s __ co_.0_2) =-

m Non-controlling Units of the Opemting Partnership are exchangeable for cash, or at the Company's discretion, for common shares of stock on a 
one-for-one basis. 
(2> Net income is calculaied on a per share basis. FFO and AFFO are calculated on a per share and unit basis. 

Liquidity and Capital Resources 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, 
fund and maintain our operations and assets, acquire properties, make distributions to our shareholders and other general 
business needs. We have incurred significant expenses related to operating as a public corporation, building and tenant 
improvements at our properties, and preparation for and execution of our acquisition strategy creating a cash shortfall from 
operations through March 31 , 2017. 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity 
for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have insufficient cash flow from current 
operations to pursue our strategy without further financing. As of March 31, 2017 1 we had unrestricted cash of approximately 
$88,596 and current liabilities including te�t improvement allowances, unsecured debt, accounts payable and accrued 
expenses substantially in excess of the available cash. We therefore will require additional capital and increased cash flow from 
future operations to fund our ongoing business. There is no guarantee that we wilI be able to raise any required additional 
capital or generate.sufficient cash flow from our current and future operations to fund our ongoing business. If the amount of 
capital we are able to raise together with our income from operations is not sufficient to satisfy our capital needs, we may be 
required to cease our operations or alter our growth plans. If we are unable to continue as a going concem1 we may have to 
liquidate our assets and may receive less than the value at which those assets are carried on our consolidated fmancial 
statements, and it is likely that investors will lose all o� a part of their investment. 

Our short-term liquidity requirements consist primarily of funds needed to pay for operating expenses and other 
expenditures directly associated with our prop�es, pay off maturing debt, and to pursue our strategy of near-term growth 
through acquisition of properties as well as general and administrative expenses operating as a public company. 

Our long-tenn liquidity requirements consist primarily of funds to pay for scheduled debt maturities, non-recurring 
capital expenditures that need to be made periodically and continued expansion of our business through acquisitions. Although 
we plan to aggressively pursue acquisitions to grow our business, there is oo assurance that we will be able to acquire 
additional properties in the future. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy 
current liabilities and are not expected to provide us with adequate liquidity for the foreseeable future, we anticipate that we 
will undertake future debt or equity financings or asset sales during 2017. Additional financing or asset sales are necessary for 
our company to continue as a going concern. 

In the future, we anticipate using a number of different sources to finance our liquidity needs, including cash flows 
from operations. issuance of debt securities or equity securities (which might be common or preferred stock), private 
financings (such as additional bank credit facilities or cash advances, which may or may not be secured by our assets), asset 
sales (including sales of accounts receivable), seller financing, property-level mortgage debt, or any combination of these 
sources, to the extent available to us, or other sources that may become available from lime to time. Any debt that we incur 
may be recourse o� non-recourse and may be secured or unsecured. Although we have successfully raised equity capital in the 
past, we cannot be assured that we will be able to continue to be successful in raising capital through issuance of securities. Our 
ability to obtain needed financing may be impaired by such factors as the capital markets, our status as a new enterprise 
without significant assets or demonstrated operating history, and/or the loss of key management. There is no guarantee that we 
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will be able to raise any required additional capital or generate sufficient cash flow from our current and proposed operations to 
fund our ongoing business. Ongoing litigation may also impact our liquidity, as cash flow may need to be used on legal and 
other litigation expenses. 

Outstanding Indebtedness 

5130 LLC, an entity in which our Operating Partnership owns a 49% interest and that owns an industrial complex 
located in the Minneapolis-St. Paul metropolitan area, is party to a loan agreement secured by such industrial complex. The 
loan agreement provides for two tenn loans, the A loan and the B loan. The tenn loans had a balloon payment due on April 8, 
2017 and·is past due. The Company expects to refinance this loan but as of the filing of this document has been unable to do 
so. 

Talon Bren Road, LLC, an entity through which our Operating Partnership acquired the property located at 10301 
Bren Road West, Minnetonka, MN on May 29, 2014, is party to a loan agreement secured by such property. It is also a party to 
two loans the proceeds of which were used to fund certain capital improvements at the building. This property also secures the 
Talon Bren Road, LLC Mortgage 2 (as defined in the table below) entered into on July 2, 2014 in connection with the 
acquisition of the property located at 180 East 5• Street St. Paul, MN. 

Talon First Trust, LLC, an entity through which our Operating Partnership acquired the property located at 180 E. 
Fifth Street St. Paul, MN on July 2, 2014, is party to a loan agreement secured by such property. The loan has an initial 
maturity date of January 26, 2018 with two 6-month options for the Company to extend upon satisfaction of certain conditions. 
If we are unable to satisfy the conditions to extend, we will need to seek alternative financing or possibly sell the property in 
order to satisfy the obligation. 

TREHC has additional indebtedness related to various judgments and obligations arising in the normal course of 
financing our operations. These notes represent current obligations of the entity and continue to accrue interest while 
outstanding. We may need to seek alternative financing or sell certain assets in order to generate the necessary funds to satisfy 
these obligations. 
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LoanT;?J!! 

81,800 s11soo 

The following table summarizes the Company's notes payable as of March 31, 2017 and December 31, 2016: 

Principal Balance At 
March 31, December 31, Interest 

Loan Descri2tioa Maturi!,! Date Rate 2017 2016 
6.04% $ - $ 32,000;0002Talon First Trust, LLC Mortgage 

Talon First Trust, LLC Mortgage 
Secured floating rate interest only July 5, 2017 
Secured floating rate interest only January 26, 2018 13.00% 51,600,000 

1uly 24, 2017 1,330,167 1,008,908 
59,489 

10.00% Talon First Trust. LLC. - Promissory Note<O 

Talon First Trust, LLC. -Promissory Note 
Talon First Trust, LLC. -Sale of Future 
Receivable <4> 

Unsecured fixed rate interest only 
Unsecured fixed rate interest only See below<3> 10.00% 59,489 
See below <4> 215,259 430,SOO See below <4> (4) 

Talon Bren Road, LLC Mortgage 1 <51 Secured fixed rate May228,22019 4.65% 10,788,4142 10,858,648 
Talon Bren Road, LLC Mortgage J!.5> Secured fixed rate interest only March I, 2017 16.00% 2,550,0002 2.000,000 
Talon Bren Road, LLC HV AC loan Unsecured fured rate June 1,2019 8.00% 77,293 84,472 
Talon Bren Road, LLC Roof loSIJ Unsecured fixed rate interest only June 1, 2019 8.00% , 225,0002 225,000 
5130 Industrial Street, LLC Mortgage 1 Secured fixed rate April 8, 2017 6.05% 3,968,8762 3,981,740 
5130 Industrial Street. LLC Mortgage 2 Secured fixed rate April 8, 2017 1275% 292,609 292,941 
Talon OP, L.P. -Promissory Note - Related Unsecured fixed rate interest only June 30, 2016 26.00% 897,204 S00,000 

Party(6) 
Talon OP, L.P. - Promissory Note Unsecured fixed rate interest only July 31,2017 3.00% 654,926 654,926 
Talon OP, L.P. - Promissory Notcs'2> UnsCGWed fixed rate interest only June 30, 2016 26.00% 1,476.498 1,000,000 
Talon OP, L.P. Promisso,y Note Unsecured fixed rate January 15,2018 15.00% 186,178 271,287 -
Other Unsecured fixed rate interest only Jwie 30, 2016 24.00% 

$ $ 74,403,713 53,449,711 
Less: un11D10Jtized deferred financing costs (�745,28� {4961

063l 
Notes payable, net $ 7116581427 $ 5�9531648 

(I)2 On January 25, 2017, the Company executed a.$1.330,167 amended and restated promissory note, plus intetcston the unpaid balance at 10%. The 
entire principal balance shall be due and payable on the earlier of July 24. 2017 or upon a time that the Company refinances or sells its property 
located at 10301 Bren Road. This note replaces the Amended and Restated promissory note dated June 30, 2016 in the amount of$953,908 
($1,008,908 as of December 31. 2016) given by Talon Real Estate Holding Corp. and Talon First Trust, LLC.2

(2)2 In 2015. the Company entered into two separate $500,000 unsecured promissory notes with the same unrelated party. The notes bore interest at 
rates froml4% to 24% annually through June 30, 2016 after which time the notes accrued interest at 26%. On May 19, 2017, ajudgmeot was 
entered against the Company in the amount oUl,4 76,498. As of the date of the judgment, the interest rate on the note changed to I 00/4 under 
Minnesota Statutes.2

(3)2 The outstanding principal and applicable accrocd interest is due in full upon sale or refmanciog of the property at 180 E. Fifth Street in St Paul. 
(4) During 2016 the Company �ived funds from four different sources. t C!f Ma.r,�_�J,.�9J.I,.�J9_taj c;>J!��g-�_a!an�-�-� gJ?J.S.�_for the 

sale of future receivables at e property located at J 80 E. Fifth Street. u11-��m_e�.��-��-n1:S W��d�.��.Q!�l m� 4-llY.i- Per 
F ASB ASC 470-10-25, which provides guidance on funds received fiom safes of future receivables. this 1r8Dsaction has been classified as debt SIJd2
included in notes payable. The agreements are guaranteed by a shareholder of the Company. 

(5) On JW1C 21, 2017, we refmanced these mortgages with a new $1 S. l million at 9.5% with an initial maturity date of June 1, 2018.2
(6)2 On August 2014, the Company entered into a $500,000 unsecured promissmy note with a related party, one of its then current directors. The note 

had an original maturity date of February 8, 2015. The Company extended the matwity date of the note in 2015 and 2016. In October 2016, the 
fonncr director filed a summons and complaint in the State of Minnesota claiming that the Company breached its obligation under the note. In April 
2017, this matter went to trial and the plaintiff was awarded $897,695. As of the date of the judgment. the interest rate on the note changed to 10% 
under Minnesota Statutes. On May 31, 2017, the Court granted a Charging Order against the Company end Talon OP L.P. where the Company and 
Talon OP LP arc required to pay all profits and distributions to the plaintiff until the full ammmt of the judgment is paid and satisfied.2

Off Balance Sheet Arrangements 

At March 31, 2017, we did not have any off-balance sheet arrangements. 

lnOation 

As of March 31, 2017, most ofour leases required tenants to reimburse us for a share of our operating expenses. As 
result, we are able to pass on much of any increases to our property operating expenses that might occur due to inflation by 
correspondingly increasing our expense reimbursement revenues. During the three months ended March 31, 2017, inflation did 
not have a material impact on our revenues or net income. 
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Item 3. Quantitative and Qualitative Disclosures About Market Risk 

Interest Rate Sensitivity Risk 

Market risk includes risks that arise from changes in interest rates, foreign currency exchange rates, commodity prices, 
equity prices and other market changes that affect market-sensitive instruments. In pmsuing our business plan, we expect that 
interest rate risk will be the primary market risk to which we will be exposed. As of March 31, 2017, all but one of our 
outstanding loans had a fixed rate. Our interest rate risk may further increase if we increase our debt in the future or refinance 
our existing debt. 

We may become exposed to the effects of interest rate changes as a result of floating rate debt used to maintain 
liquidity and fund expansion of our real estate investment portfolio and operations. Our interest rate risk management 
objectives will be to limit the impact of interest rate changes on earnings and cash flows and to manage overall borrowing. 

Foreign Currency Exchange Risk 

Our results of operations and cash flows are not materially affected by fluctuations in foreign currency exchange rates. 

Item 4. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

As of the end of the period covered by this Quarterly Report on Form 10-Q, our management has evaluated, under the 
supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of our 
disclosure controls and procedures (as defined in Rules l 3a- l 5{ e) and t 5d-15( e) under the Securities Exchange Act of 1934). 
Disclosure controls and procedures are designed to ensure that information required to be disclosed in our reports tiled under 
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time perio4s specified in the 
Securities and Exchange Commission's rules and forms and that such information is accumulated and communicated to our 
management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required 
disclosure. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure 
controls and procedures were not effective as of March 31, 2017. 

The following control deficiencies were identified and were detennined to be material weaknesses in our internal 
control over financial reporting as of March 31, 2017: 

1.o Internal Control Environmento
2.o Period end Financial Reporting Processo

The material weaknesses occurred as a result of a significant turnover in the Company's accounting personnel in the 
latt�r part of 2016, which, despite �ving established policies and procedures, the company lacked adequate controls regarding 
training in in the internal control environment. In addition, we did not maintain a sufficient complement of personnel with the 
appropriate acco\Dlting knowledge, experience and training, commensurate with our financial reporting requirements in order 
to execute a timely close, which resulted in incomplete disclosures, unreconciled accounts, incomplete accounting for certain 
events and transactions and inaccurate conclusions. This resulted in misstatements that were corrected by the Company prior to 
the issuance of the consolidated financial statements, and for which a reasonable possibility existed that a material 
misstatement in the Company's consolidated financial statements would not be prevented or detected on a timely basis. 

Management also identified multiple significant deficiencies in its review. These could also lead to potential 
misstatements in our financial statements or prevent the Company from timely completing its financial statement preparation. 

Management Remediation Plan 

Due to the material weaknesses reported as of March 31, 2017, management performed additional analysis and 
procedures to ensure that our consolidated financial statements and schedules included in this Quarterly Report were presented 
fairly in conformity with generally accepted accounting principles and fairly present in all material respects our financial 
position, results of operations and cash flows for the periods presented. 

Management will implement changes to our internal control over financial reporting to remediate the control 
deficiencies that gave rise to the material weaknesses. We are undertaking the following remediation plans and actions: 
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•e Develop and deliver Internal Controls ("COSO") training to Executives and finance/accounting resources. Thee
training will include a review of management's and individual roles and responsibilities related to internal controls;e

•e hire accounting personnel with the appropriate level of knowledge to properly record transactions in the general ledgere
and prepare financial statements in accordance with generally accepted accounting principles;e

•e augment our existing staff with external consultants with the requisite knowledge and expertise to supplement oure
accounting staff to ensure that transactions are recorded in accordance with generally accepted accounting principalse
and that are disclosures are accurate and complete; ande

•e provide increased board level oversight to ensure established policies and procedures are adhered to.e

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.e
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

· Changes in Internal Control Over Financial Reporting 

There were the following changes in the Company's internal control over financial reporting that occUITed during the 
three months ended March 31, 2017 which have the potential to have materially affected, or is reasonably likely to have 
materially affect, the Company's internal control over fmancial reporting. 
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PART D. -OTHER INFORMATION 

Item 1. Legal Proceedings 

We are currently engaged in legal proceedings that may have a material impact on our financial statements. From time 
to time, we may be named as a defendant in legal actions or otherwise be subject to claims arising from our normal business 
activities. Any such actions, even those that lack merit, could result in the expenditure of significant financial and managerial 
resources. 

The Company filed a complaint in the State of Minnesota on June 10, 2016 to enforce the NOi Payment Agreement 
and other docmnents issued in conjunction with the Contnoution Agreement entered into o.n May 29, 2014 with Bren Road, 
L.L.C. The defendant has responded and filed a counterclaim and third-party complaint against Talon Bren Road, LLC ando
Talon OP, LP on July 7, 2016. On November 9, 2016 the matter came before the court on the Defendant's motion for partialo
summary judgment Subsequently, on February 2 7, 2017 the Hennepin County District Court issued a Findings of Fact ando
Order for Judgment on the counter claim against the Company in the amount of $719,365, plus post judgment interest whicho
pursuant to our l0301 Bren Road and 180 E 5th Street loan agreements, constitutes a non-financial event of default. Theo
outstanding amount of the judgment was satisfied on June 23, 2017 as part of the refinancing ofTalonBren Road, LLC's
outstanding mortgages.o

On January 25, 2017, in the matter of Swervo Management Division, LLC, as plaintiff, versus Talon Real Estate 
Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the Company executed a S l,�30,167 amended 
and restated promissory note, plus interest on the wipaid balance at 10%. The entire principal balance shall be due and payable 
on the earlier of July 24, 2017 or upon a time that the Company refinances or sells its property located at I 030 I Bren Road. 
This note replaces the Amended and Restated promissory note dated June 30, 2016 in the amowit ofS953,908 (S l ,008,908 as 
of December 31, 2016) given by Talon Real Estate Holding Corp. and Talon First Trust, LLC. 

Item 1A. Risk Factors 

There have been no material changes in our risk factors from those disclosed under the heading "Risk Factors" in our 
Current Report on Form l 0-K for the year ended December 31, 2016 as filed with the Securities and Exchange Commission on 
I J201s. 

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

Not Applicable 

Item 3. Defaults Upon Senior Securities 

Not Applicable. 

Item 4. Mine Safety Disclosures 

Not Applicable. 

Item S. Other Information 

Not Applicable. 

Item 6. Exhibits 

The exhibits filed as part of this Quarterly Report on Fonn 10-Q are listed in the Exhibit Index immediately following 
the signatures to this report. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned thereunto duly authorized. 

Dated: TALON REAL ESTATE HOLDING CORP. 

Isl Keith Gruebele 

Keith Gruebele 
Chief Financial Officer 
(principal financial and accounting officer) 

. .. . .... �J.QJ� 
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EXHIBIT INDEX 

Exhibit 
Number Description 

3.1 Amended and Restated Articles of Incorporation (Incorporated by reference to the exhibit of the same number 
in our Form 8-K dated J1me 7, 2013, filed on June 7, 2013 (File No. 005-87490)) 

3.2 Am.ended and Restated Bylaws (Incoiporated by reference to the exhibit of the same number in our Fonn 8-K 
dated June 7, 2013, filed on June 7, 2013 {File No. 005-87490)) 

31.1 Certification of Principal Executive Officer pursuant to Rules 13a-14( a) under the Securities Exchange Act of 
1934, as amended (filed herewith). 

312 Certification of Principal Financial Officer pursuant to Rules 13a-14( a) tmder the Securities Exchange Act of 
1934, as amended (filed herewith). 

32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U .S.C. Sec. 1350, as 
adopted pursuant to Section 906 of the Sarbanes-OxleyAct of2002 (filed herewith). 

IOI* Interactive Data Files Pursuant to Rule 405 of Regulation S-T (filed herewith). 

• Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit l 01 hereto are deemed not filed or part of a registratione
statement or prospectus for purposes of Section I J or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes ofe
Section 18 of the Secmities Exchange Act of 1934, as amended, and are otherwise not subject to liability under those sections.e
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORMl0-Q 

(Mark One) 
Im QUARTERLY REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE 

ACToOF1934 

For the Quarterly Period Ended: JWie 30, 2017 

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE ACTo
OF1934o

For the Transition Period from __ t o  __ 

Commission file number 000-53917 

TALON REAL ESTATE HOLDING CORP. 
(Exact Name of Registrant as Spedjied in la Clumer) 

Utah 26-1771717o
(State or Other JurisdlCllon of (I.R.S. Employero

lllt:8Tp0rotion or OrganiQllion) ldentljlcalion No.) 

5S60 Wayzata Boulevard, Suite 1070, Minneapolis, MN S5416 
(Adilra, of Principal Exea,tipe O,Dlces, lndSldlng Zip Code) 

(612)o604-4600
(Registrant's Tdtphone Number, lndudlng Are.a Code) 

Indicate by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the 
Secwities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
.file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes IE No □ 

Indicate by check marlc whether the registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 .of Regulation S-T (§229.405 of this chapter) 
during the preceding 12 months ( or for such shorter period that the registrant was required to submit and post such 
files). Yes I&! No □ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a 
smaller reporting company. See the def'mitions of"large accelerated filert "accelerated filer" and "smaller reporting company" 
in Rule 12b-2 of the Exchange Act. 

Large Accelerated Filer D Accelerated Filer D Non-Accelerated Filer □ SmaJler Reporting Company IEJ 
(Do not check if a smaller reporting company) 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes □ No fgJ 

The number of shares of the registrant's common stock, par value $0.001 per share, outstanding at �ti�i-��018 was 
19,880,981 shares. 
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SP EC I AL NOTE REGARDIN G FORWARD-LOOKING INFOR."1ATION 

In this Quarterly Report on Fonn 10-Q, references to "Company," "we," "us," "our'' and words of similar import refer 
to Talon Real Estate Holding Corp. and its subsidiaries, unless the context requires otherwise. 

This Quarterly Report on Form 10-Q contains forward-looking statements regarding us, our business prospects and 
our results of operations that are subject to certain risks and uncertainties posed by many factors and events that could cause 
our actual business, prospects and results of operations to differ materially from those that may be anticipated by such forward-
looking statements. Factors that could cause or contribute to such differences include, but are not limited to, those described 
under the heading "Risk Factors" included in our Annual Report on Fonn 10-K for the year ended December 31, 2
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016 as filed 

with the Securities and Exchange Commission on I. , �Q!!� Readers are cautioned not to place undue reliance on 
these forward-looking statements, which speak only as of the date of this report. We undertake no obligation to revise any 
forward-looking statements in order to reflect events or circumstances that may subsequently arise. Readers are urged to 
carefully review and consider the various disclosures made by us in this report and in our other reports filed with the 
Commission that advise interested parties of the risks and factors that may affect our business. 

Item I. Legal Proceedings 
Item IA. Risk Factors 
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PART I. - FINANCIAL INFORMATION 

Item 1. Financial Statements 

TALON REAL ESTATE HOLDING CORP. 
Minneapolis,Minnesota 

FINANCIAL STATEMENTS 

TABLE OF CONTENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 

Condensed Consolidated Financial Statements 
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Condensed Consolidated Statements of Operations 
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Page 
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92,843 

TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED BALANCE SHEETS 
June 30, 2017 and December 31, 2016 

June 30, December 31, 
2017 2016 

(unaudited) 
ASSETS 

Land and improvements s 8,302,447 s 8,302,447 
Building and improvements .51,192,0.59 .51,192,059 
Equipment, furniture and flXtUres 32.193 30

2
571 

Total property and equipment .59,52M99 59,525,077 
Less: accumulated depreciation {9,789,934} (8

2
506,290} 

Net property and equipment 49,736,765 51,018,787 

Cash 114,695 108,418 
Rents and other receivables, net 688,504 428,176 
Prepaid expenses and other assets 195,193 104,8.5.5 
Restricted escrows and reserves 12,41.5,968 3,001,232 
Deferred leasing costs, net 2,158,593 2,003,221 
Intangible asse� net 4J33

2064 5,465,603 
TOTAL ASSETS $ 69,64i1s2 $ 621130,292 

LIABILITIES 

Notes payable $ 76,4.52,362 $ 53,449,711 
Less: unamortized deferred financing costs (2

2
442

2
454l {496

2
063) 

Notes payable, net 74,009,908 52,9.53,648 
Accounts payable 2,873,512 6,167,.516 
Tenant improvement allowance 5,639,752 5,639,752 
Accrued expenses and other liabilities 2,085,456 1,329,742 
Tenant security deposits 172,241 167,242 
Deferred rent revenue 100,366 121,710 
Prepaid rent 183,855 17.5,758 
Accrued interest 689,914 1,029,911 
Below-market leases, net 
Mandatorily redeemable Operating Partnership preferred units 

1.50,638 
3,000,000 

Total Liabilities 85,847,847. 70,735,917 

COMMITMENTS AND CONTINGENCIES (NOTE 9) 

SHAREHOLDERS' EQUITY (DEFICIT) 
Preferred shares outstanding at $.001 par vaJue; authorized 10,000,000 shares; none issued or 
outstanding as of both June 30, 2017 and December 31, 2016 
Common shares outstanding at $.001 par value; authori7.ed 90,000,000 shares; 19,780,981 and 
17,265,981 issued and outstanding as of June 30, 2017 and December 31, 2016, respectively 
Additional paid in capital 
Accumulated loss 

Total Talon Real Estate Holding Corp. shareholders' equity (deficit) 
Non-controlling interests -Operating Partnership; 9,200.00 I common units issued and outstanding as 
of June 30, 2017 and December 31, 2016 
Non-controlling interests - consolidated real estate entities 

TOTAL SHAREHOLDERS' EQUITY (DEFICIT) 
TOTAL UABILITIES & SHAREHOLDERS' EQUITY (DEFICIT) 

$ -

19,780 
2,380,756 

(19,751,245) 
(17,350,709) 

2,775,688 
0.630.044) 

(16.205
2
065) 

$ 69,642, 782 

$ 

$ 

17,265 
2,261,281 

(14
2
525 598) ,

(12,247,052) 

5,253,704 
(1

2
612,277) 

(8,605,625) 
62.130.292 

See accompanying notes to condensed consolidated financial statements. 
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463,999 

3�83,860 

�1
1
291 3

1
157

2
057 527002

494 

,3,677
1,71

721
1
430}7 478}7

29J26 

,0.1s) 

REVENUE 

Rent 
Tenant reimbursement 
Other income 

Total Revenue 

EXPENSES 

TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
For the three and six months ended June 30, 2017 and 2016 

(unaudited) 

For the Three Months 

Ended June 30. 
2017 2016 

$ 1,753,882 
790,161 
24

2
152 

$ 1,826,511 
901,758 
31,005 

$ 

2,568,195 2,759,274 

For the Six Months 
Ended June 30, 

2017 2016 

3,524,952 $ 3,702,423 
1,651,545 1,799,249 

48z890 117.006 
5,225,387 5,618,678 

559,038 
453,197 

General & administrative 43,360 116,996 95,132 
Salary end compensation 127,767 334,341 
Professional 

309,789 
371,491 227,352 728,631 

Property operating expenses 
Real estate taxes & insurance 

2,222,393 1,592�59 1,036,815 2,772,146 
470,944 444,968 931,323 890,445 

1,19lz060 1,223,388 2z409z302 2z455z793 Depreciation and amortization 
Total Expenses 7�46

1
323 7,044

2 865 3
1
797

2
581 

Operating Loss (2,020,936) (1,426,187) (1,229,386) (624,586) 

Interest expense Iz023z253 

NET LOSS {41
386z443l ,1

1
647,839} 

Net loss attributable to non-controlling intere.d - Operating Partnership 1,392,073 564,052 2,478,016 1,266,762 
Net loss attributable to non-controlling interests - consolidated real 
estate entities l7z767 53,513 4,721 

NET LOSS ATTRIBUTABLE TO TALON REAL ESf ATE 
HOLDING CORP. $ (2,989g649) $ (l.054,461) $ (5J25,647) $ (2.357.203) 

Loss per common share basic and diluted $ $ (0.06) S (0.2:zl $ (0.141 

See accompanying notes to condensed consolidated financial statements. 
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(3,025,432) 

4,999 

TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATE.MENTS OF CASH FLOWS 

For the six months ended June 30, 2017 and 2016 
(unaudited) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net loss 
Adjustments to reconcile net loss to net cash flows from operating activities: 

Depreciation aod amortization 
Amortization of dererred financing costs 
Stock-based compensation expense 
Provision for doubtful accounts 
Deferred financing costs 
Settlement added to notes payable 

Changes in operating assets and liabilities: 
Rents and other receivables 
Prepaid expenses and other assets 
Deferred l�ing costs 

Six months ended 
June 30, 

2017 2016 

$ (7,721,430) $ (3,677,478) 

2,507,685 
1,869,366 

86,240 

2,S81,02S 
312,380 
197,570 
36,485 

2S,1S0 194,260 
152,400 

(260,328) 
(90,338) 

(304,669) 

(42,075) 
5,859 

1,400 
Accounts payable 
Accrued expenses and other liabilities 755,714 

707/)93 
153,560 

(8,269) Tenant security deposits 
Deferred rent revenue (134,492) 

(221,551) Prepaid rent 
(21,344) 

8,097 
Accrued interest 

Net cash flows from operating activities 
443

1
992 

(5
7
569,298) 

309.595 
416,262 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of equipment, furniture and fixtures 
Deposits made for future acquisitions 
Deposits to restricted escrows and reserves 
Payments from reSbicted escrows and reserves 

Net cash flows from investing activities 

(1,622) 

(12,371,107) 
�9S6J71 

(9,416,358) 

(1,470,369) 
995,710 

(474.659) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from notes payable 
Principal payments on notes payable 
Deposits or cash paid for financing costs 
Common stock issued for financing costs 
Principal payments on Operating Partnerslrip preferred units 

Net cash flows from financing activities 

69,777,000 
(47,969,310) 
(3,815,757) 

,3,000,000} 
14,991,933 

235,993 
(187,733) 
(100,907) 

(52,647) 

Net Change in Cash 6,277 (I 11,044) 

CASH• BEGINNING OF PERIOD 
CASH- END OF PERIOD 

108,418 
$ 114

1695 $ 
340,385 
229.341 

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES 
Purchases of building and land improvements included .iii accounts payable 
Leasing end financing fees included in accounts payable and other liabilities 
Issuance of common stock included in financing costs 
Issuance of common stock in satisfaction of accounts payable 
Accrued interest converted to notes payable 
Accounts payable converted to notes payable 

$e -

25,750 
10,000 

783,989 
258,572 

$ 27,534 
4,178 

531,462 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid during the period for interest on mortgages and Operating Partnership p�ferred units $ 4,171,125 $ 1,762,155 

See accompanying notes to condensed consolidated financial statements. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 1- ORGANIZATION AND BASIS OF PRESENTATION 

Organization 

Talon Real Estate Holding Corp. ("TREHC") previously established an Operating Partnership ("Talon OP") and transferred all 
of its assets and liabilities to the operating partnership in exchange for general partnership units. As the sole general partner of 
Talon OP we have the exclusive power to manage and conduct the business and affairs for the operating partnership. TREHC 
owned approximately 68% and 65% of the Operating Partnership as of June 30, 2017 and December 31, 2016, respectively. 
The Operating Partnership owned 49% of 5130 Industrial Street, LLC (5130 LLC"), I 00% of Talon Bren Road, LLC, I 00% of 
Talon First Trust, LLC, and 100% of Talon Real Estate, LLC ("Talon RE") as of June 30, 2017 and December 31, 2016. Talon 
Bren Road, LLC, and Talon First Trust, LLC both limited liability companies organized under the laws of the state of 
Delaware, were formed on May 9, 2014 and April 21, 2014, respectively, to purchase real estate. Talon RE was incorporated in 
the state of Minnesota on December 20, 2012 and began operations in 2013 for the purpose of acquiring real estate properties. 

Basis of Presentadon 

The accompanying condensed consolidated financial statements have been prepared in accordance with United States 
Generally Accepted Accounting Principles ("US GAAP") for interim financial information and with the instructions to Form 
10-Q and Regulation S-X. Accordingly, they do not include all of the infonnation and notes required by US GAAP foro
complete financial statements. In the opinion of management, the accompanying unaudited consolidated financial statementso
include all adjustments necessary to present fairly our consolidated financial position as of June 30, 2017 and our condensedo
consolidated statements of operations for the three and six months ended June 30, 2017 and 2016, and our condensedo
consolidated statements of cash flows for the six months ended June 30, 2017 and 2016, as applicable. These adjustments areo
of a normal recmring natw-e.o

The accompanying condensed consolidated financial statements include the accounts ofTREHC and its interest in the 
Operating Partnership. The limited partners in the Operating Partnership have a redemption option that they may exercise. 
Upon exercise of the redemption option by the limited partners, the Company has the choice of redeeming the limited partners' 
interests ("Units") for TREHC common shares of stock on a one-for-one basis, or making a cash payment to the unit holder. 
The redemption generally may be exercised by the limited partners at any time after the fust anniversary of the date of the 
acquisition of the Units subject to volume restrictions. 

The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial 
statements and notes thereto for the year ended December 31, 2016, which have previously been filed with the Securities and 
Exchange Commission (SEC). Certain information and footnote disclosures normally included in financial statements prepared 
in accordance with US GAAP have been omitted from this report on Fonn 10-Q pursuant to the rules and regulations of the 
SEC. 

The results for the interim periods shown in this report are not necessarily indicative of future financial results. The 
accompanying condensed consolidated balance sheet as of June 30, 2017 and condensed consolidated statements of operations 
and condensed consolidated statements of cash flows for the three and six months ended J1D1e 30, 2017 and 2016, as applicable, 
have not been audited by our independent registered public accolDlting firm. 

NOTE 2- INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES 

The Company owns, through its subsidiary Talon First Tros4 LLC, real estate property located at 180 F.ast 5th Street, St. Paul, 
MN. The building has 659 �77 net rentable square feet and is primarily leased to tenants for commercial and government use. 
As of June 30,2017, the Company had tenants occupying approximately�_$.l% of the rentable space. In April 2015, the 
Company executed a lease for a significant new tenant that would increase the occupancy by over 21 % in the St. Paul building 
upon commencement of the lease. The lease was amended on January 27, 2017 to resolve certain disputes between the 
Company and the tenant and as amended, the lease is schedule to commence on January 1, 2018. On March 7, 2017 one tenant 
that occupies approximately 16% of the net rentable square feet filed for Chapter 11 bankruptcy protection from its creditors. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2016 and for the three and six months ended June 30, 2016 and 20 I 5 (unaudited) 

NOTE 2 -INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES (continued) 

The Company owns through its subsidiary Talon Bren Road, LLC, real estate pr�perty located on 20 acres of land at 10301 
Bren Road West. Minnetonka, MN. This property has 164,472 net rentable square feet and is primarily leased to tenants who 
are wholesale product sales representatives. These leases are subject to a master lease agreement entered into between Talon 
Bren Road, LLC and Upper Midwest Allied Gifts Association, Inc. ("UMAGA"), a Minnesota nonprofit corporation. As of 
June 30, 2017, the Company had� of the rentable space leased. 

The Company owns and operates the following real estate properties through its subsidiary, 5130 LLC: 

5130 Industrial Street, Maple Plain, MN 
1350 Budd Ave, Maple Plain, MN 

The properties have combined 171,639 net rentable square feet and are primarily leased to tenants for mixed commercial and 
industrial usage. As of Jtme 30, 2017, the Company had tenants occupying approximately �i;% of the rentable space. 

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLicms 

Accounting Estimates 

The preparation of consolidated financial statements in conformity with US GAAP requires management to use estimates and 
assumptions which affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and 
the reported amounts of revenues and expenses. Significant items subject to such estimates and assumptions include 
determination of the useful life of property and other long-lived assets, valuation and impairment analysis of property and other 
long-lived assets, and valuation of the allowance for doubtful accmmts. It is at least reasonably possible that these estimates 
could change in the near term. 

Principles of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of that 
entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which 
we are the primary beneficiary. The accompanying condensed consolidated financial statements include the accounts of 
TREHC and Talon OP, our Operating Partnership, and all subsidiaries in which it maintains a controlling interest. Talon OP 
also consolidates 5130 LLC, an entity in which it has a 49% ownership interest, based on its ability to control the operating and 
financial decisions of 5130 LLC. All significant intercompany balances have been eliminated in consolidation. 

Real Estate Property and Fixed Assets 

Investment in real estate and fixed assets with a useful life of longer than one year are carried at cost less accumulated 
depreciation and amortization. Property such as land, building and improvements includes cost of acquisitions, development, 
and construction and tenant allowances and improvements. We allocate the cost of an acquisition, including the assumption of 
liability, to the.acquired tangible assets (including land, buildings and personal property) determined by valuing the property as 
if it were vacant, and identifiable intangibles based on their relative fair values. Acquisitions of real estate are recorded based 
upon preliminary allocations of the purchase price to management's assessment of the fair value of mngible and intangible 
assets and any assumed liabilities acquired which are subject to adjustment as additional information is obtained up to one year 
after the date of acquisition. Management's fair value assessment includes the use of readily accepted fair value techniques 
such as discounted cash flow analysis and comparable sales analysis including management's reliance on independent market 
analysis. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDA 1ED FINANCIAL STATEMENTS 

As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 {unaudited) 

NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Real Estate Property and Fi:xed Assets (continued) 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for buildings and land 
improvements, and the tenn of the lease for tenant improvements. The estimated useful lives being used are as follows: 

Land Improvements 3-15 years 
Buildings 25-30 years 
Building Improvements 10-20 years 
Tenant Improvements 1-12 years 
Furniture and Equipment 3 years 

Repair and maintenance costs are expensed as incurred, whereas expenditures that improve or extend the service lives of assets 
are capitalized. Disposal and abandonment of improvements are recogniz.ed at occurrence as a charge to depreciation. 

Cash 

The Company considers short-term investments with original maturities of 90 days or less to be cash equivalents. The 
Company believes it is not exposed to any significant credit risk on cash. 

Rents and other Receivables 

Rents receivable and deferred rent are recorded a{ their estimated net realizable value. The Company follows a policy of 
providing an �owance for doubtful accounts, which is based on a review of outstanding receivables, historical collection 
information, and existing economic conditions. The Company does not require collateral and accounts are considered past due 
if payment is not made on a timely basis in accordance with our credit terms. Accounts considered uncollectible are written off. 
Receivables have been reduced by an allowance for doubtful accounts of$129,330 as of both June 30, 2017 and December 31, 
2016. 

Derivative Instruments 

The Company records all derivative instruments on the balance sheet at fair value. The accounting for changes in the fair value 
of derivatives depends on the intended use of the derivative, whether the Company has elected to designate a derivative in a 
hedging relationship and whether the hedging relationship has satisfied the criteria necessary to apply hedge accounting. If the 
Company does not apply hedge accounting, all changes in the fair value of derivatives are recognized directly in earnings in the 
period of change. Currently, the Company has not elected hedge accounting treatment and all changes in fair value of the 
Company's derivatives are recognized in current period earnings. 

Restricted Escrows and Reserves 

The Company is required to hold cash in reslricted escrow accounts for insurance, real estate taxes and a replacement reserve. 
The escrows are used to pay periodic charges of real estate taxes and assessments, tenant improvements, and leasing 
commissions. The balances in the escrow accounts were $12,415,968 and $3,001,232 as of June 30, 2017 and December 31, 
2016, respectively. 

Deferred Leasing Costs and Incentives 

Direct and indirect costs, including estimated internal costs and leasing commissions, associated with the leasing of real estate 
investments owned by the Company are capitalized as deferred leasing costs and amortized on a straight-line basis over the 
term of the related lease as amortization expense. Unamortized costs are charged to expense upon the early termination of the 
lease. Costs associated with unsuccessful leasing opportunities are expensed. 
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TAWN REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOT.E 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Defe"ed Leasing Costs and Incentives (continued) 

The Company had amortiz.ation expense for deferred leasing costs of$68,399 and $141,354 for the three and six months ended 
June 30, 2017, respectively, and $73,360 and $146,982 for the three and six months ended June 30, 2016, respectively. The 
Company had accumulated amortization for deferred leasing costs of $918,712 and $777,358 as of June 30, 2017 and 
December 31, 2016, respectively. 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. If the tenant allowance 
represents a payment for a purpose other than funding leasehold improvements, or in the event the Company is not considered 
the owner of the improvements, for accounting purposes, the tenant allowance is considered to be a lease incentive and is 
capitalized as a deferred leasing incentive and is amortiz.ed over the lease term as a reduction of rental revenue on a straight
line basis. 

The Company had amortization expense for deferred leasing incentives of$3,971 and $7,943 for the three and six months 
ended June 30, 2017, respectively, and $15,171 and $30,343 for the three and six months ended June 30, 2016, respectively. 
The Company had accumulated amortization for deferred leasing incentives of $66,950 and $59,007 as of June 30, 2017 and 
December 3 I, 2016, respectively. 

Intangible Assets and Liabilities 

Upon acquisitions oforeal estate, the Company assesses the fair value of acquired tangible assets and any significant intangible 
assets and liabilities (such as above- and below-market leases and value of acquired in-place leases), and any assumed 
liabilities, and allocates the purchase price based on these fair value assessments. The Company records intangible assets and 
liabilities acquired at their estimated fair value apart from goodwill for acquisitions of real estate. The Company amortizes 
identified intangible assets and liabilities based on the period over which the assets and liabilities are expected to affect the 
future cash flows of the real estate property acquired. Lease intangibles (such as in-place or above- and below-market leases) 
are amortized over the term of the related lease. Above and below-market leases are amortized as a reduction in (addition to) 
rent revenue. The Company amortized $45,220 and $90,439 as a net reduction in rent revenue for above and below-market 
leases for the three and six months ended June 30, 2017, respectively, and $45,222 and $93,489 for the three and six months 
ended June 30, 2016, respectively. Amortization of other intangibles is recorded in depreciation and amortization expense. 

Deferred Financing Costs 

Costs incurred in connection with obtaining financing are netted against notes payable and are being amortized on a straight
line bmis over the fmancing term and are included in interest expense. The Company had amortization expense ofSl,061,059 
and $1,869,366 for the three and six months ended June 30, 2017, respectively, and $107,628 and $312,380 for the three and 
six months ended June 30, 2016, respectively. The Company had accumulated amortization of $3,007,579 and $2,126,444 as of 
June 30, 2017 and December 31, 2016, respectively. Included in amortization expense for the three and six months ended June 
30, 2017 is the write-off of unamortized deferred financing costs of $205,821 and $343,075, respectively due to the refinancing 
of debt secured by the Talon First Trust, LLC and Talon Bren Road, LLC properties in the first and second quarter, 
respectively. 

Tenant Improvement Allowance 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. In accounting for a tenant 
allowance, the Company determines whether the allowance represents funding for the construction of leasehold improvements 
and evaluates the ownership, for accounting purposes, of such improvements. If the Company is considered the owner of the 
leasehold improvements for accounting purposes, the Company capitalizes the amount of the tenant allowance as building 
improvements and depreciates it over the shorter of the useful life of the leasehold improvements or the related lease term. For 
tenant allowances committed at lease inception and recorded as building improvements but not yet performed or completed, the 
corresponding liability will be recorded as tenant improvement allowance payables. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (lDlBudited) 

NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICmS (continued) 

Tenant Improvement Allowance (continued) 

As of June 30, 2017, the Company had tenant improvement allowances recorded as building improvements of SU 1,5�7;9�� that 
did not have amortization expense in the three and six months ended June 30, 2017 due to lease temts that have not 
commenced as of that date. 

Impairment of Long-Lived Assets 

Long-lived assets, such as real estate property, and purchased intangible assets subject to amortization, are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be fully 
recoverable. An impairment loss would be recognized when the estimated future cash flows from the use and eventual 
disposition of the asset are less than the canying amount of that asset. The Company did not recognize any impairment losses 
for either of the three and six months ended June 30, 2017 or 2016. 

Stock-based Compensation 

The Company bas granted restricted stock to employees under an approved employee equity incentive plan and to Directors 
under a director compensation plan. Granted shares are considered issued and outstanding as of the date of vesting of the 
granted shares. Stock-based compensation is expensed on a straight-line basis over the vesting period and is valued at the fair 
value on the date of the grant. The Company has recognized $30,500 and $86,240 of compensation expense for the three and 
six months ended June 30, 2017, respectively, and$159,285 and $197,570 of compensation expense for the three and six 
months ended JlDle 30, 2016, respectively. 

The Company may also issue common stock in exchange for goods or services of non-employees. These shares are either fully 
vested at date of grant or vest over a certain period during which services are provided The Company expenses the fair market 
value of the services over the period in which they are received. 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by partnership common units of the Operating 
Partnership. The Company's interest in the Operating Partnership was approximately 68% and 65% of the common units of the 
Operating Partnership as of June 30, 2017 and December 31, 2016, respectively. The Operating Partnership's income is 
allocated to holders of units based upon the ratio of their holdings to the total units outstanding during the period. capital 
contributions, distributions, syndication costs, and profits and losses are allocated to non-controlling interests in accordance 
with the terms of the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contributions, distributions, and profits and losses are allocated to the non-controlling interest based on membership 
percentages and tezms of the operating agreement. 
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TALON REAL ESTATE HOLDING CORP. 

NOIBS TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 {unaudited) 

NOTE 3 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenue Recognillon 

Base rental income is recognized on.a straight-line basis over the terms of the related lease agreement, inclusive of leases 
which provide for scheduled rent increases or rent concessions. Differences between rent income earned and base rent amounts 
due per the respective lease agreements are credited or charged to deferred rent revenue or deferred rent receivable as 
applicable. When the Company enters into lease modifications or extensions with- current tenants, the deferred rent at the time 
of the extension is amortized over the remaining term of the lease, and the revised terms are considered a new lease. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other operating 
expenses are billed monthly based on current year estimated operating costs for applicable expenses. An additional billing or a 
refund is made to tenants in the following year after actual operating expenses are determined. 

Income Taxes 

Deferred tax assets and liabilities are recognized for the expected future tax consequences of temporacy differences between the 
book carrying amounts and the tax basis of assets and liabilities. Deferred income tax assets and liabilities are measured using 
the enacted tax rates and laws that will be in effect when the temporary differences and carry forwards are expected to reverse. 
Accounting standards require the consideration of a valuation allowance for deferred tax assets if it is "more likely than not'' 
that some component or all of the benefits of deferred tax assets will not be realized. 

The Company's policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax position in 
the financial statements, only if the position is more likely than not to be sustained on audit, based on the technical merits of 
the position. For tax positions meeting the more likely than not threshold, the amount recognized in the financial statements is 
the largest benefit that has a greater than 50 percent likelihood of being realized, upon ultimate settlement with the relevant tax 
authority. The Company has examined the tax positions taken in its tax returns and detennined that there are no uncertain tax 
positions. As a result, the Company has recorded no uncertain tax liabilities in its consolidated balance sheet. 

The Company is no longer subject to U.S. federal, state or local income tax examinations by tax authorities for the years before 
2013. The Company is not currently under examination by any taxingjurisdiction. In the event of any future tax assessments, 
the Company has elected to record the income tax penalties as general and administrative expense and any related interest as 
interest expense in the Company's consolidated statements of operations. 

Net Income (Loss) or Earnings Per Share 

Basic earnings per common share is computed by dividing net income available to common shareholders by the weighted 
average number of common shares outstanding during the period Diluted earnings per share is computed by dividing net 
income by the weighted average common and potential dilutive common shares outstanding in accordance with the treasury 
stock method. 

Given that the Company has incurred operating losses for all periods presented, diluted earnings per share is not presented. The 
weighted average outstanding shares used in the basic earnings per share computation is 19,761,203 and 19,353,341 for the 
three and six months ended June 30, 20 I 7, respectively and 16,879,424 and 16,837,934 for the three and six months ended 
June 30, 2016, respectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Redassijkations 

Certain previously reported amounts have been reclassified to conform to the current financial statement presentation. The_ 
reclassifications had no impact on net loss or shareholders' equity. 

Recent Accounting Pronouncements 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This new standard will eliminate 
all industty-speci:fic guidance and replace all current U.S. GAAP guidance on the topic. The new revenue recognition standard 
provides a unified model to determine when and how revenue is recognized. The core principle is that a company should 
recogni7.e revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration 
for which the entity expects to be entitled in exchange for those goods or services. Lease contracts are specifically excluded 
from the new accounting guidance. This guidance will be effective for the Company beginning January 1, 2019 and can be 
applied either retrospectively to each period presented or as a cumulative�effect adjustment as of the date of adoption. We are 
currently assessing the impact on the Company's consolidated financial statements. 

During Februaiy 2016, the FASB issued ASU No. 2016-02, Leases. ASU No. 2016-02 was issued to increase transparency and 
comparability among organizations by recognizing all lease transactions (with tenns in excess of 12 months) on the balance 
sheet as a lease liability and a right-of-use asset (as defined). ASU No. 2016-02 is not expected to significantly impact the 
accounting for leases by lessors. ASU No. 2016-02 is effective for fiscal years beginning after December 15, 2018, including 
interim periods within those fiscal years. with earlier application permitted. Upon adoption, the lessee will apply the new 
standard retrospectively to all periods presented or retrospectively using a cumulative effect adjustment in the year of adoption. 
The Company is currently assessing the effect that ASU No. 2016-02 will have on its results of operations, financial position 
and cash flows. 

In March 2016, the FASB issued ASU 2016-08 -"Revenue from Contracts with Customers: Principal versus Agent 
Considerations." The amendments of this standard are intended to improve the operability and understandability of the 
implementation guidance on principal versus agent considerations. The effective date for ASU 2016-08 is the same as the 
effective date for ASU 2014-09 and ASU 2015-14. The Company is currently evaluating the impact that ASU 2016-08 will 
have �n its statement of fmancial position or financial statement disclosures. 

In March 2016, the FASB issued ASU No. 2016-09, Compensation- Stock Compensation (Topic 718): Improvements to 
Employee Share-Based Payment Accounting, which will reduce complexity in accounting standards related to share-based 
payment transactions, including, among others, (1) accounting for income taxes, (2) classification of excess tax benefits on the 
statement of cash flow, (3) forfeitures, and (4) statutory tax withholding requirements. The ASU is effective for annual 
reporting periods beginning on or after December 15, 2016, and interim periods within those annual periods. The Company 
adopted ASU 2016-09 effective January I, 2017. There was no impact of adoption on the results ofoperations, financial 
position or cash flows as a result of adoption. 

In August 2016, the Financial Accounting Standards Board ('4FASB") issued Accounting Standards Update (" ASU") 2016-
1 S-Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments. ASU 2016-15 
provides guidance for eight specific cash flow issues with respect to how cash receipts and cash payments are classified in the 
statements of cash flows, with the objective of reducing diversity in practice. The effective date for ASU 2016-15 is for annual 
periods beginning after December 15, 2017, and interim periods within those fiscal years. Early adoption is permitted The 
Company is currently assessing the impact of this new standard on.its financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

NO1ES TO CONDENSED CONSOLIDATED FINANCIAL STA1EMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

In January 2017, the FASB issued ASU 2017-01 - "Business Combinations (fopic 805): Clarifying the Definition of a 
Business." The amendment is intended to clarify the definition of a business with the objective of adding guidance to assist 
entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The 
definition of a business affects many areas of accounting including acquisitions, disposals, goodwill, and consolidation. The 
effective date for ASU 2017-01 is for annual periods beginning after December 15, 2017, and interim periods within those fiscal 
years. The Company currently anticipates that it will adopt the new guidance effective January 1, 2018 and that the guidance 
will result in acquisitions of operating properties being accounted for as asset acquisitions instead of business combinations. The 
adoption of this guidance will change the Company, s accounting for the transaction costs for acquisitions of operating properties 
such that transaction costs will be capitalized as part of the purchase price of the acquisition instead of being expensed as 
acquisition-related expenses. The ASU is required to be applied prospectively. 

NOTE 4-TENANT LEASES 

The Company leases various commercial and industrial space to tenants over terms ranging from month-to-m,_011;� .!4?. .. ��Ive 
years. Some of the leases have renewal options for additional tenns. The leases expire at various dates from �uly2016tq 
!December_ 20:i7l. Some leases provide for base monthly rentals and reimbursements for real estate taxes and common area 
maintenance 
. ------ _-···--·-··-••····· ·-•-··.--··-·······•··••··· ··--------···-•···•·•·· .•• . .. - . .  ·-· .. I 
{The Company has the folio��-pimre m'!'.!'!.'!!!Jl��e re.��- oµ .�Q�::c:�����J�� in�Ju4ing_l�--��t� -�o. 
�bsequent to. June _30, _2017� .o

2017 S �)0Zl04! 
2018 B,056 896. 
2019 79i3�6j 
2020 �Jp39,�Sd 
2021 _Z90S,53 
Thereafter in:937· 

$ �Zl04,75 1 
.o

[fuctuiiecffu.tlie-f1b{jve·tab1eaie·�e-iea.se·i,aymenticfuebe£oinntng.January1,2oii��mg·$•:�,§.77,.�µJ��-�-��ign1_�-�t�� 
�-�:�Qt_�UJ>.te.!!�� y�t. �X<?!" \Ylµ�µwe hay� �-����J��-agr���t.l 
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TALON REAL ESTATE HOLDING CORP. 

NO1ES TO CONDENSED CONSOLIDATED FINANCIAL STA 1EMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTES-NOTES PAYABLE 

The following tables summariz.e the Company's notes payable. 

Principal Balance At 
Interest June 30, December 31, 

Loin Descril!tiOD LoaoTYPe Matori!,I Date Rate 2017 2016 

Talon First Trust, LLC Mortgage Secured floating rate interest only July S, 2017 6.04% $ - s 32,000,000 
Talon First Trust, LLC Mortgage Secured floating rate interest only January 26, 2018 13.25% Sl,600,000 
Talon First Trust. LLC. - Promissory Note<1> Unsecured fixed rate interest only July 24, 2017 10.000/4 1,330,167 1,008,908 
Talon First Trust, LLC. - Promissory Note Unsecured fixed rate interest onlyo See below <3> 10.00% 59,489 59,489 
Talon First Trust, LLC. -Sale of Future Sec below 1-'> Sec belowo<"> (,f) 99,763 430,500 
Receivable f'> 
Talon Bren Road, LLC Mortgage Secured fixed rate July 1, 2018 9.50% 15,127,000 
Talon Bren Road, LLC Mortgage I Secured fixed rate May28,2019 4.65% 10,858,648 
Talon Bren Road, LLC Mortgage 2 Secured fixed rate interest only March l, 2017 16.00% 2,000,000 
Talon Bren Road, LLC HV AC Loan Unsecured fixed rate June 1,o2019 8.00% 69,970 84,472 
Taloo Bren Road, LLC Roof Loan Unsecured fixed rate interest only June 1, 2019 8.00% 225,000 225,000 
5130 Industrial Street, LLC Mortgage 1 Secured fixed rate April 8, 2017 6.05% 3,968,876 3,981.740 
S 130 Industrial Street, LLC Mortgage 2 Secured fixed rate April 8, 2017 12.75% 292,609 292,941 
Talon OP, L.P. - Promissory Note<" Unsecured fixed rate interest only Jwie 30, 2016 10.00% 896.995 500,000 
Talon OP, L.P. - Promissory Note Unsecured f1Xed rate interest only July 31, 2017 3.00% 654,926 654,926 
Talon OP, L.P. - Promissory Notesl2> Unsecured fixed rate interest only June 30, 2016 10.00% 1.476,498 1,000,000 
Talon OP, -L.P. - Promissory Notx: Unsecured fixed rate January IS, 2018 15.00% lSl,069 271,287 
Other U nsccured fixed rate interest only July 1, 2018 4.50% S00,000 
Other Unsecured fixed rate interest only Jwie 30, 2016 24.00% 81,800 

$ 76,452,362 s 53,449,711 
Less: unamortized deferred financing costs �244�4S4) (4961063} 
Notes payable, net $ 742009,908 $ S2z2531648 

(1) On January 2S, 2017, the Company executed a $1,330,167 amended and restated promissory note, plus interest on the unpaid balance at 10%. The
entire principal balance shall be due and payable on the em-Jier of July 24, 2017 or upon a time that the Company refinances or sells its property 
located at l 0301 Bren Road. This note replaces the Amended and Restated promissory note dated June 30, 2016 in the amount of $953.908
($1,008,908 as ofDecember 31, 2016) given by Talon Real Estate Holding Corp. and Talon First Trust, LLC. 

(2)o In 2015, the Company entered into two separate SS00,000 umecured promissory notes with the same unrelated party. The notes bore interest at
rates fi"oml4%to24%annuallythroughJunc 30, 2016 after which time the notes accrued interest at 26%. On May 19, 2017, ajudgmentwaso
entered against the Company in the amount ofSl,476,498. As of the date of the judgment, the interest rate on the note changed to 100/a undero
Minnesota Statutes.o

(3)o The outstanding principal and applicable accrued interest is due in full upon sale or refinancing of the property at 180 East jlh Street in St. Paul.o
(4)o During 2016 the Company received funds &om four different sourffi�/�-�p�� 30,.�!>!M����L��iJm.b�ce � �.?�1{?; the sale 

of future receivables at the property located at 180 East 5th Street :.. .. ��-�l!�..P.� totzd.�g $.644.,Q�9. .. 0..V� g9J��-� FASB 
ASC 470-10-25, which provides guidance on funds received from sales of future receivables, this IJ'Bnsaction has been classified as debt and
included in notes payable. The agreements are guaranteed by a shareholder of the Company. 

(S)o On August 2014, the Company entered into a $500,000 unsecun:d promissory note with a related party, one of its then current directors. The note 
had an original maturity date ofFebruaiy 8, 2015. The Company e1rtcnded the maturity date of the note in 2015 and 2016. In October 2016, the 
former director fiJed a summons and complaint in the State of Minnesota claiming that the Company breached its obligation under the note. In April
2017, this matter went to trial and the plaintiff was awarded $897,695. As oftbc date of the judgment, the interest rate on the note changed to 10% 
under Minnesota Statutes. On May 31, 2017. the Court granted a Charging Order against the Company and Talon OP L.P. where the Company and 
Talon OP L.P are required to pay all profits and distributions to the plaintiff until the full amount of the judgment is paid and satisfied 

The Company is required to make the following principal payments on our outstanding notes payable for each of the five 
succe�ding fiscal years and thereafter as follows: 

Amount 

2017. 
2018 
2019 
2020 
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TALON REAL ESTATE.HOLDJNG CORP. 

NO'IES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 5 - NOTES PAY ABLE (continued) 

The Company is required to periodically fund and maintain escrow accounts to make future real estate tax and insurance 
payments, as well as to fund certain capital expenditures. 

On January 27, 2017, Talon First Trust, LLC entered into a Loan Agreement (the "Gamma Loan'') with Gamma Real Estate 
Capital LLC (the �'Lender"), a Delaware limited liability company, in the principal amount of$5 l,600,000. The loan bears an 
int.erest rate equal to the sum of (i) the greater of (x) the Prime Rate as published in the Wall Street Journal, and (y) the LIBOR 
Floor, pill$ (ii) a margin of 9.00% per annum, and has an initial maturity date of January 26, 2018 with two 6-month options for 
the Company to extend upon satisfaction of certain conditions. Pursuant to the Gamma Loan, approximately $5,298,000 has
been deposited into an interest reserve account to be applied toward monthly interest payments to the Lender. The Gamma 
Loan is secured by (i) a mortgage on the Company's interest in its building located at 180 East 5th Street, St. Paul, Minnesota, 
(ii)oan assignment of lease and rents, (iii) 100% of the membership and ownership interests in the Parent, and (iv) other
collateral specified in the Gamma Loan documents. The Gamma Loan documents contain events of default that are customaryo
for loans of this type. The loan proceeds were used to pay-off the existing mortgage on the 180 East 5th Street property, redeemo
the Talon OP preferred units, and fund various escrows and reserves related to the property.o

In addition to a personal guarantee by the Company's Chief Executive Officer, a guarantee was secured from First Tracks, 
LLC (see Note 13). 

On June 21, 2017, Talon Bren Road, LLC, entered into a transaction that included a Promissory t;ote Secured by a Mortgage 
and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amount of $15,127,000. The Note bears 
interest at a rate equal to 9 .5% per annum and has an initial maturity date of June 1, 2018. the Note is subject to a balloon 
payment upon maturity in the amount of$15,246,755, which is comprised of the unpaid principle balance of$15,127,000 �d 
the unpaid interest only payment of $119,755. The loan is guaranteed personally by the Company's Chief Executive Officer. 
The transaction closed and funds were transferred on June 23, 2017. In addition, we entered into an unsecured Promissory Note 
with MCC Capita� in the principal amount of$165,000 and agreed to pay the principal balance plus 10% on July 10, 2017. 
Proceeds from the Promissory Notes were used to satisfy the events of default on the 10301 Bren Road property. 

Under the terms of the Contribution Agreement with Bren Road L.L.C., the contributor of the property acquired through Talon 
Bren Road, LLC, and related agreements, the principal and interest payments due on the Talon Bren Road, LLC HV AC and 
Roof Loans are being set-off against other amounts due from Bren Road L.L.C. 

NOTE ti-CONCENTRATIONS 

The Company has �-tenants 9.1iat rent approximately �jr10 of the Company's total rentable space as of June 30, 2017 with 
base rent representing Wilo and �lo of total base rent revenues for the three and six months ended June 30, 2017, respectively. 
For the same periods in 2016, the same three tenants rented approximately 31% of the space, with base rent representing 64% 
and �3%, respectively, of the total base rent revenues. The largest tenant currently rents approximately[�% of the Company's 
rentable space. The Company had two parties who accounted for��% and 83% of 1he total rent and other receivables balance 
as of June 30, 2017 and December 31, 2016, respectively. 

NOTE 7 - RESTRICTED ESCROWS AND RESERVES 

According to the terms of the Company's notes payable agreements (Note 5), the Company is required to make monthly and 
quarterly deposits to various escrow and reserve accounts for the payment·or real estate taxes, tenant improvements and leasing 
commissions. The Company had $12,415,968 and $3,001,232 in restricted escrows and reserve accounts as ofJune 30, 2017 
and December 31, 2016, respectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTES-COMMITMENTS AND CONTINGENCIES 

On June 7, 2013, Talon RE, entered into a contribution agreement with the remaining interest holder of 5130 LLC pursuant to 
which it will acquire the remaining 5 I% interest in 5130 LLC in exchange for 2,820,810 shares of our common stock, subject 
to receiving consent to the transfer from 5130 LLC's lender. 

The Company entered into a property lease agreement relating to rental of office space. This non-cancellable lease has a 
remaining term of 36 months. The lease is subject to periodic adjustments for operating expenses. The future net minimum 
rental payments for this lease are as follows: 

Yean ending December 31, 
2017 (remaining six months) 
2018 
2019 
2020 

$ �3;11.� 
84,664 
89,187 
45,876 

$ t}.99).44 

On May 31, 2017, the Court granted a Charging Order against the Company and Talon OP L.P. where the Company and Talon 
OP L.P are required to pay all profits and distributions to a former director until the full amount of an $897,695 judgment 
related to a 2014 promissoiy note is paid and satisfied. 

Legal Proceedings 

The Company is sometimes involved in lawsuits and other legal proceedings arising in the nom1al course of business. 
Currently the Company is a party to various legal proceedings. We accrue a liability for litigation if an unfavorable outcome is 
probable and the amount of loss can be reasonably estimated. If an unfavorable outcome is probable and a reasonable estimate 
of the loss is a range, we accrue the best estimate within the range; however, if no amo1D1t within the range is a better estimate 
than any other amount, the minimum within the range is accrued. Legal fees related to litigation are expensed as incurred. We 
do not believe that the ultimate outcome of these matters, either individually or in the aggregate, could have a material adverse 
effect on our fmancial position or overall trends in results of operations; however, litigation is subject to inherent 1D1certainties. 

NOTE9-RESTRICTEDSTOCK 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to directors 
under a director compensation plan. The 2013 F.quity Incentive Plan dated June 7, 2013 (the "Plan'') allows up to 1,500,000 
shares to be issued and granted to employees, non-employee directors and consultants. Authorized shares automatically 
increase on January I of each year by three percent of the outstanding shares of common stock as of December 31 of the 
immediately preceding year. Employee awards granted are subject to various vesting periods from immediate to 60 months. 
Vesting provisions have included monthly vesting and various fonns of cliff vesting. 

The Non-Employee Director Compensation Plan allows shares of restricted common stock to be granted to board members and 
is included under the Plan. Director awards granted have included various vesting periods from immediate to 19 months. 
Vesting provisions are generally cliff vesting at various dates specified in the awards. 

As of June 30, 2017, the Company had granted 1,093,759 shares to employees and 480,000 shares to Directors, net of 
forfeitures, under the Plan. Of the employee shares granted, 300,000 remain llllvested as of June 30, 2017. 
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 9 - RESTRICTED STOCK (continued) 

The following table sets forth a summary of restricted stock for the three and six months ended June 30, 2017: 

Number of Weighted-average 
Restricted GnntDate 

Total Restricted Stock Shares Fair Value 
Granted and not vested, March 31, 2017 360,000 $ 0.98 
Granted 
Vested (60,000) 1.00 

Forfeited or rescinded 
Granted and not vested, June 30, 2017 300.000 $ 0.98 

Number of Weighted-average 
Restricted Grant Date 

Total Restricted Stock Shares Fair Value 
Granted end not vested, December 31, 2016 360,000 s 0.98 
Granted 
Vested (60,000) 1.00 
Forfeited or rescinded 
Granted and not vested, June 30, 2017 300

2
000 $ 0.98 

Total unrecognized compensation expense related to the unvested restricted stock as of June 30,.2017 was $236,834, which is 
expected to be recognized over a weighted average period of 29 months. The Company recognized $30,500 and $86,240 of 
stock-based compensation expense for the three and six months ended June 30,2017, respectively,and $159,285 and $197�70 
for the three and six months ended June 30, 2016, respectively, that is included in salary and compensation expense in the 
consolidated statements of operations. The Company used 0% for both the discount factor and foifeiture rate for detennining 
the fair value of restricted stock. The Company has limited history to d�termine forfeiture trends and the Company considers 
the discount rate to be immaterial. 

Numberof 
Restricted 

2013 Equity Incentive Plan Restricted Stock Shares 
Authorized but not granted or issued, December 31, 2016 1,376,SSl 
Authorized increase in Plan shares 514,079 
Granted 
Forfeited or rescinded 
Authorized but not granted or issued, June 30, 2017 1,890,630 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2015 (unaudited) 

NOTE 10 - INT ANGmLE ASSETS AND LIABILITIBS 

The Company's identified intangible assets and liabilities at June 30, 2017 and December 31, 2016 were as follows: 

June 30, 
2017 

December 31, 
2016 

· Identified intangible assets: 
In-place leases
Above-market leasesd

Accumulated amortizationd

S 10,078,055 
1,832,939 

!7:557z930} 

$ 10,078,055 
1,832,939 

(624452
39Q 
603 1dNet carrying amount 51465d$ s 

June 30, December 31, 
2017 2015 

Identified intangible liabilities: 
Below-market leases 507,746 $ $ 

{4 1 4z903} {3S7zl08} 
Net carrying amount $ $ 1502 638 9�843 

The effect of amortization of acquired intangible assets and liabilities was a net charge of $537,372 and $1,074,743, 
respectively, for the three and six months ended June 30, 2017 and $539,336 and $1,083,589 for the three and six months 
ended June 30, 2016, respectively. Above-market leases, included in intangible assets, are amortized as a reduction of rent 
revenue and totaled $74,117 and $148,234 for the three and six months ended June 30, 2017, respectively, and $74,117 and 
$151,284 for the three and six months ended June 30, 2016, respectively. Amortization of below-market l�es is recorded as 
an addition to rent revenue and totaled $28,898 and $57,795 for the three and six months ended June 30, 2017, respectively, 
and $28,897 and $57,795 for the three and six months ended June 30, 2016, respectively. Amortization of in-place leases, 
recorded as a component of depreciation and amortization, was $492,152 and $984,304 for the three and six months ended 
June 30, 2017, respectively, and $494,117 and $990,100 for the three and six months endedJ1D1e 30, 2016, respectively. In
place leases, and above and below-market leases had a weighted average amortization period of 4.5 years in the year acquired. 

The estimated annual amortization of acquired intangible assets and liabilities for each of the five succeeding fiscal years is as 
follows: 

Accumulated amortization 

Years ending December 31. 
201 7 (remaining 6 months} 

Assets 

$ 

!1 6sit 92� a6· 78 ··' 
l(i1s:isd od. 2020 

2021 �688;(i20, 
$ M00.16F 

2018 
2019 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTSo
As of June 30, 2017 and for the three and six months ended June 30, 2017 and2015 (unaudited)o

NOTE 11 -HEDGING ACfIVITIES 

The Company may use derivative instruments as part of its interest rate risk management strategy to minimize significant
unanticipated earnings fluctuations that may arise from variable interest rates associated with existing borrowings. On July 2,
2014, the Company entered into an interest rate cap contract for the notional amount of $33 million with a strike rate of2.5%o
on one month LIBOR as a hedge for a floating rate debt entered into on that date. The interest rate cap expired on July 5, 2016.
The interest rate cap was issued at approximate market terms and thus no fair value adjustment was recorded at inception and 
the rate cap had no value as of June 30, 2016. The Company did not elect hedge accounting treatment for the rate cap and as
such, changes in fair value are recorded directly to earnings. 

NOTEll-MANDATORILYREDEEMABLE PREFERREDOPERATINGPARTNERSIDPUNITS 

On July 2, 2014, the Company issued 30,000 preferred units, at a price of$ I 00 per unit, totaling $3,000,000. These preferred
unit holders are entitled to distributions at a rate ofo6% per annum of their liquidation preference amount of$100 per unit
which are cumulative from the date of issuance and are payable monthly (to the extent there are sufficient distributable 
proceeds). On and after July 2, 2020, the Company shall redeem the units, in whole, at the liquidation preference price of $100
per unit, plus accrued and unpaid distributions. The preferred units have been classified as a liability in the·consolidated 
balance sheet as the preferred liquidation preference amount is mandatorily redeemable in specific amounts at specific dates in
the future. The liquidation preference amount totaled $3,000,000 December 31, 2016. The preferred units were redeemed on 
January 27, 2017. 

NOTE 13-RELATED PARTY TRANSACTIONS 

In October 2016, the Company entered into a loan guaranty agreement with one of our shareholders, First Tracks LLC, to 
guaranty additional debt financing on behalf of the Company. Total fees of approximately $70,000 were paid by the Company
to First Tracks during 2016 pursuant to this agreement. 

First Tracks, LLC also provided a guarantee on the issuance of debt secured by the property owned by Talon Bren Road, LLC.o
Fees of$55,000 was paid to First Tracks, LLC on January 5, 2017 for this guarantee. 

The Gamma Loan (see Note 5) entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As consideration for the 
guarantee, Talon Real Estate Holding Company issued First Tracks LLC 2,500,000 shares of its common stock on January 27,o
2017 and paid a fee of$750,000. 

NOTE14-SUBSEQUENTEVENTS 

° 
flbe.eompatjy lias. eya.Iuatecisubsequent �vents Cor·ttems,·tha(��-:�ciguition ot aisciosure :fu tii_e·coinpanyisoffo11�cia( _ 
�ents tJirotlgb tile ,date �e_se finantjal ��ents wer,e issu�4 AUo�jg'niflc,an{s���nt�vents:have occurring_ after;J��o
� 17 that could-have a materi�� effecfon tli�e �

_o �al �¢�e'1'8 
, hav.e:b� fuQy�l� in the notes to th.t: ·fi���� _o

, ____ ...... �� �::Qf_�d-f9.r��:Y�-��g�_p���l>.�: 31, 2- <> \ 7.� .. ti!�.:�.9.W: .. ¥0..m.!.J��-��,J:- : . · · __,_ 7.�I�J. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of June 30, 2017 and for the three and six months ended June 30, 2017 and 2016 (unaudited) 

NOTE 15- GOING CONCERN 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, fund 
and maintain our operations and assets, acquire properties, make distnoutions to our shareholders and other general business 
needs. In the short-t� we have incurred significant expenses related completing building and tenant improvements at our 
properties, and pursuing our acquisition strategy creating a cash shortfall through June 30, 2017. 

Our short-term liquidity requirements consist primarily of funds needed to pay for operating expenses and other expenditures 
directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-term growth through 
acquisition of properties as well as general and administrative expenses operating as a public company. 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity for the 
foreseeable future. Our cwrent liabilities exceed our unrestricted cash and we have very limited cash flow from current 
operations. As of June 30, 2017, we had unrestricted cash of$114,695 and current liabilities including tenant improvement 
allowances, unsecmed debt, accounts payable and accrued expenses substantially in excess of the available cash. We therefore 
will require additional capital and/or increased cash flow from future operations to fund our ongoing business. The loan 
secured by the property at 180 E. Fifth Street may be accelerated by the lender which would require refinancing or sale of the 
property. We may also be unable to borrow or obtain smficient funds for repayment on terms acceptable to us or at all, and our 
ability to obtain future financing may also be impacted negatively. 

There is no guarantee that we will be able to raise any required additional capital or generate sufficient cash flow from our 
current and future operations to fund our ongoing business. If the amount of capital we are able to raise together with our 
income from operations is not sufficient to satisfy our capital needs, we may be required to cease our operations or alter our 
growth pJans. If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less than 
the value at which those assets are carried on our consolidated financial statements, and it is likely that investors will lose all or 
a part of their investment 

Although we plan to aggressively pursue acquisitions to grow our business there is no assurance that we will be able to acquire 
additional properties in the future or obtain the necessary financing to acquire such properties. 

Since our available cash and cash flows from cWTent operations do not provide us with adequate cash to satisfy current 
liabilities and do not provide us with adequate liquidity for the foreseeable future, we anticipate that we will undertake future 
debt or equity financings- in 2017. 

In the future, we may qse a number of different sources to fmance our liquidity needs, including cash flows ftom operations, 
issuance of debt securities or equity securities (which might be common or preferred stock), private financings (such as 
additional bank credit facilities, which may or may not be secured by our assets), asset sales, seller financing, property-level 
mortgage debt, or any combination of these sources, to the extent available to us, or other sources that may become available 
from time to time. Any debt that we incur may be recourse or non-recourse and may be secured or unsecured. We may incw
substantial costs in pursuing future capital financing, including investment banking fees, legal fees, accounting fees, and other 
costs. Although we have successfully raised equity capital in the past, we cannot be assured that we will be able to continue to 
be successful in raising capital through issuance of securities. Our ability to obtain needed financing may be impaired by such 
factors as the capital markets, our status as a new enterprise without significant assets or demonstrated operating history, and/or 
the loss of key management. There is no guarantee that we will be able to raise any required additional capital or generate 
sufficient cash flow from our current and proposed operations to fund our ongoing business. 

22 



23 

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 

The following discussion should be read in conjunction with the financial statements and related notes included 
elsewhere in this report. This discussion and analy�is contains fonvard;,./ooking statements that involve risks and uncertainties. 
Our actual results may differ materially from those anticipated in these fonvard-looking statements as a result of various 
factors, including those set forth under "Risk Factors" in our Annual Report on Form 10-Kfor the year ended December 31, 
2016. Fonvard-looldng statements speak only as of the date they are made, and we undertake no obligation to update them in 
light of new information or future events. 

Overview 

We are a real estate inv�ent company focused on investing in office, industrial and retail properties located in the 
Midwest and South Central regions of the United States. We target properties located in the area bounded by Minnesota and 
Texas to the north and south, and by Illinois and Colorado to the east and west, although we will consider properties outside 
this target area ifwe identify attractive opportunities. We believe these marlcets are currently underserved in fmancing and 
market transaction options for which we can provide advantageous solutions. We believe the size and location of opportunities 
in this region will be a desirable fit for our real estate portfolio and can be pursued at attractive yields. 

Our Current Property Interests 

We currently own an interest in four properties located in and around the Minneapolis-St Paul metropolitan area of 
Minnesota. 

We own a 490/4 interest in an entity that owns an industrial complex consisting of two buildings with approximately 
171,639 square feet located in the Minneapolis-St Paul metropolitan area. We have entered into a contribution agreement to 
acquire the remaining interest in this entity, subject to receiving consent to the transfer from the entity's lender. 

We also own a 227,000 square foot building situated on 20 acres of land in Minnetonka, Minnesota and an 856,223 
square foot thirteen-story office tower located in downtown St. Paul, Minnesota. As of June 30, 2017 the combined occupancy 
for all of the buildings in our portfolio was 67%. In April 20 I 5, the Company executed a lease in the St Paul building for a 
significant new tenant that would increase the occupancy of our portfolio by over 14% upon occupancy. The lease was 
amended on January Tl, 2017 to resolve cenain disputes between the Company and the tenant and as amended, the lease is 
schedule to commence on January l, 2018. 

The following table sets forth infonnation regarding our S largest tenants as of June 30, 2017. 'tfo.bei1pdatei1�.J 

Percentage Percentage 
ApproL of of Company's 
Total Companytsa Base Rent Total Base Rent 
Leased Rentable for the six fortbeslx 

Primary Lease Square Square months ended months ended 
1Prol!e!:!l Location <a> Tenant lndust!]: Use Exeiration Feet Feet June3022017 June 302 2017 

180 E 5th Street, Health Care Office 4/30/2018 119,490 12% $ 909,588 25% 

St Paul,MN 
180 E 5th Street, Government Office 5/31/2020 89,130 9% $ 775,727 21% 
St Paul,MN 
180 E 5th Street, Retail Office 3/31/2020 102,577 100/4 $ 639,488 l '1°/4a
StP�MN 
5130 Industrial St, Construction Industrial 2/28/2021 61,500 6% $ 108,772 3% 
Maple Plain, MN 
1350 Budd Ave, Construction Industrial '2/2812018 29,903 3% $ 54,3S5 1% 
Maple Plain, MN 

(1) The two properties located in Maple Plain, MN lease approximately !i_�/4 of the Company's rentablc space and account for approximately�% of the
Company's total base rent revenues for both the three and six months ended June 30, 2017 and 6% fur both the three and six months ended June 30,
iQ 16. The property located in Minnetonka, MN leases approximately [\1i% of the Company's rentable space and accounts for approximately P..?.°/4 and
[!!%oftbe Company's total base rent revenues for the thn:c and six months ended June 30, 2017, respectively, and 19 and 18% for the three and six
months ended J�!(C 30, 2016, respectively. No major tenants are localed at the propcrtr-_in Minnetonka, MN. The property located in St. Paul, MN leases
approximately� of the Company's rentable space and accounts for approximately it.,% oftbe Company's total base rent revenues for both the three
and six months ended June 30, 2017 and 76% for both the three and six months ended June 30, 2016.a



The future square feet expiring for all current leases, including leases entered into subsequent to June 30, 2017: 

Years ending December 31, 

5130 Industrial St 
Maple Plai� MN 

tl50 Budd Ave 
Maple Plain, MN 

10301 Bren Rd 
Minnetonka. MN 

ISOEsmSt 
StPauJ1MN Total 

2017 
2018 

2019 

2020 

2021 
Thereafter 

ii 15,715. 1164,4?3 

(I)s Ph April 1.·2016.the c�� received Snoti� �aright to tefmmate.thcl� for 141,109 squ��tpura-� =tain:aUegc:� ��
,elated to the coq,letio� �:delivery ¢the build� arid� �v¢� imder-dm(eme. The lease� ameilck.4 oµ �� P

i 
�J7.!9s

rcsolveceJ1ain4i&Put.csbetween.theQ,mpaeyand.thc·tenant:�das_ainendedithe·leaseisscbcdiJit:dto-commence·onJmµmy.l;_2Qt8js

Management may periodically sell certain properties including core income-producing and value-added properties fors
various reasons based on individual circmnstances and opportunities. Proceeds from the sale of such properties may be used to· 
repay related property debt, pay transaction expenses, acquire or invest in other properties and for general corporate purposes 
including satisfying existing liabilities. 

Factors That May Influence Our Open ting Results 

Acquisition Strategy. We plan to grow our business through the acquisition of new properties, initially targeting 
properties that meet the criteria described above under "--Overview" and elsewhere in this report. We expect the properties we 
acquire will be subject to mortgage financing and other indebtedness that we will assume or refinance. Debt service on such 
indebtedness wiU have a priority over any distributions with respect to our common stock. 

Rental Revenue. The amount of net rental revenue generated by our properties depends primarily on our ability to 
maintain the occupancy rates of currently leased space and to lease space that becomes available. As of June 30, 2017, our 
properties were 67% leased. We believe that the average rental rates for our properties are generally equal to the cU1Tent 
average quoted market rates. Negative trends in one or more of these factors such as a decrease in rental rates or a decrease in 
demand for our properties could adversely affect our rental revenue in future periods. Future economic downturns affecting the 
Minneapolis-St Paul metropolitan area or downturns in ow- tenants' businesses that impair our ability to renew leases or re-let 
space or the ability of our tenants to fulfill their lease commitments could adversely affect our revenues. In addition, growth in 
rental revenue primarily will depend on oar ability to acquire additional properties that meet our investment criteria. 

Conditions in Our Markets. Our current properties are located in the Minneapolis-St Paul metropolitan area. Positive 
or negative changes in economic or other conditions in this area, or areas in our prospective proprieties, including employment 
and wage rates, natmal disasters and other factors, may impact ow- overall performance. Our ability to grow in our broader 
market throughout our region may also be impacted by these factors. 

Operating Expenses. Our operating expenses primarily consist of property taxes, management fees, utilities, insurance 
and site maintenance costs. As of June 30, 2017, some of our leases required tenants to reimburse us for a share of our 
operating expenses. Increases or decreases in any unreimbursed operating expenses, either due to the nature of the expenses not 
requiring reimbursement from our tenants or due to a reduction in leased square footage requiring tenant reimbursement of a 
portion of our operating expenses, will impact our overall perf onnance. Legal fees incurred in 2017 and 20 I 6 were significant 
due to the Company's acquisition and refinancing activities, as well as litigation expenses. We expect to incur on-going legal 
fees associated with these activities and business matters customary to a public real estate holding company, as well as our 
ongoing litigation. 

Interest Expense. Our interest expense will depend on the amounts we borrow as wen as the interest rates charged by 
our lenders. Oµr current loan agreements are a mix of both fixed and floating rates, as well as secured and unsecured by our 
properties. Our aggregate interest expense may increase as we acquire properties and could fluctuate between periods based on 
the variable rate loan arrangements, ifwe do not hedge any such interest rate risk. 
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Critical Accounting Policies and Estimates 

Our discussion and analysis of the historical financial condition and results of our operations are based upon our 
financial statements which have been prepared in accordance with US GAAP. 

The preparation of these condensed consolidated financial statements in conformity with US GAAP requires 
management to make estimates and assumptions in certain circumstances that affect the reported amounts of assets and 
liabilities at the date of the financial statements and the reported ·amounts of revenues and expenses in the reporting period. 
Actual amounts may differ from these estimates and assumptions. We have provided a summary of our significant accounting 
policies in the notes to the consolidated financial statements of our company elsewhere in this report. We have summarized 
below those accounting policies that require material subjective or complex judgments and that have the most significant 
impact on our financial condition and results of operations. We evaluate these estimates on an ongoing basis, based upon 
information currently available and on various assumptions that we believe are reasonable as of the date hereof. Other 
companies in similar businesses may use different estimation policies and methodologies, which may impact the comparability 
of our results of operations and financial condition to those of other companies. There have been no significant changes to 
those policies during the three and six months ended June 3 0, 2017. 

Investment in Real Estate and Fixed .Assets 

Investment in real estate and fixed assets are carried at cost less accumulated depreciation and amortization. Property 
such as land, building and improvements includes cost of acquisitions, development, construction, and tenant improvement 
allowances. Maintenance and repairs are expensed as incurred, and major improvements are capitalized. We allocate the cost of 
an acquisition, including the assumption ofliability, to the acquired tangible asset and identifiable intangibles based on their 
relative fair values. We assess fair value based on estimated cash flow projections that utilize appropriate discount and/or 
capitalization rates and available market information. Estimates of future cash flows are based on a number of factors including 
historical operating results, known and anticipated trends, and market economic conditions. 

We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible assets (including 
land, buildings and personal property) determined by valuing the property as if it were vacant, and identifiable intangibles 
based on their relative fair values. Acquisitions of real estate are recorded based upon preliminary allocations of the purchase 
price to management's assessment of the fair value of tangible and intangible assets and any assumed liabilities acquired which 
are subject to adjustment as additional infonnation is obtained up to one year after the date of acquisition. Adjustments to 
preliminary allocations of purchase price are adjusted prospectively when all information necessary to determine the relative 
fair values has been received. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for building, 
improvements, and furniture and equipmen� and the term of the lease for tenant improvements. The estimated useful lives 
being used are as follows: 

Land Improvements 3-15 yearso
Building 2S-30 yearso
Building Improvements 10-20 yearso
Tenant Improvements 1-12 yearso
Furniture and Equipment 3 yearso

Intangible Assets 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant 
intangible assets (such as above- and below-market leases and value of acquired in-place leases), and any assumed liabilities, 

· and allocates the purchase price based on these fair value assessments. The Company amortizes identified intangible assets ando
liabilities based on the period over which the assets and liabilities are expected to affect the future cash flows of the real estateo
property acquired. Lease intangibles (such as in-place or above- and below-market leases) are amortized over the tenn of theo
related lease. Above and below-market leases are amortized as a reduction in (addition to) rent revenue.Amortization of other
intangibles is recorded in depreciation and amortization expense.o
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Principles of ConsoUdation 

In determining whether we have a controlling interest in an affiliate and the requirement to· consolidate the accounts of 
that entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which 
we are the primacy beneficiary. The accompanying consolidated financial statements include the accounts of Talon Real Estate 
Holding Corp. ("TREHC") and Talon OP, our Operating Partnership. Talon OP also consolidates 5130 LLC. an entity in which 
it has a 490/4 ownership intere� based on its ability to control the operating and financial decisions of 5130 LLC. All 
significant intercompany balances have been eliminated in consolidation. 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by Operating Partnership units. The 
Company's interest in the Operating Partnership was approximately 68% and 65% of the common units of the Operating 
Partnership as of June 30, 2017 and December 31, 2016, respectively. The Operating Partnership's income is allocated to 
holders of common uni� based upon the ratio of their holdings to the total units outstanding during the period. Holders of 
preferred units receive certain distributions based on a percentage of the liquidation preference. Capital contributions, 
distributions, syndication costs, and profits and losses are allocated to non-controlling interests in accordance with the tenns of 
the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contributions, distributions, and profits and losses are allocated to the non-controlling interest based on membership 
percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recogniz.ed on a straight-line basis over the tenns of the related leases, inclusive of leases which 
provide for scheduled rent increases or rent concessions. Differences between rental income ea.med and amounts due according 
to the respective lease agreements are credited or charged to deferred rent receivable, as applicable. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other 
operating expenses are recognized as revenue in the period the applicable expenses are incurred. Recoveries are billed monthly 
using estimated operating costs and an additional billing or a refund is made to tenants in the following year after actual 
operating expenses are detennined. 

Accounting Standards Applkable to Emerging Growth Companies 

We qualify as an "emerging growth company" pursuant to the provisions of the JOBS Act. Section 102(b)(l) of the 
JOBS Act provides that an "emerging growth company'' can take advantage of the extended transition period provided in 
Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards. We have elected to use the 
extended transition period for complying with these new or revised accounting standards. Since we will not be required to 
comply with new or revised accounting standards on the relevant dates on which adoption of such standards is required for 
other public companies, ow- financial statements may not be comparable to the financial statements of companies that comply 
with public company effective dates. Ifwe were to elect to comply with these public company effective dates, such election 
would be irrevocable pursuant to Section I 07 of the JOBS Act. 
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Significant Events and Transactions during the three months ended Jone 30, 2017 

Summarized below are the Company's significant transactions and events during the three months ended June 30, 
2017. 

On April 13, 2017, the Company, together with its subsidiaries Talon OP L.P. and Talon Bren Road, LLC ("1BR"), 
received written notice from Bell Bank ("Bell") that an event of default has occurred with respect to the Loan Agreement dated 
as of May 29, 2014 (the "Loan Agreement") by and between Bell in its capacity as lender thereunder, and TBR, as the borrower 
thereunder (the "Notice"). The Company and Talon OP have guaranteed the payment and performance of TBR under the Loan 
Agreement pursuant to a Guaranty dated May 29, 2014 made by each guarantor in favor of Bell. 

The Notice provides that (a) Bell demands immediate payment in full of the amount due under the Loan Agreement, 
which as of April 13, 2017 was $10,773,144 and (b) Bell may exercise its rights to seek the appointment of a receiver to take 
control of 1BR's property located at 10301 Bren Road West, Minnetonka, :MN and commence a foreclosure action to foreclose 
its lien on the property. 

On June 21, 2017, Talon Bren Road, LLC, entered into a transaction that included a Promissory Note Secured by a 
Mortgage and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amount of$15,127,000. The Note 
bears interest at a rate equal to 9.5% per annum and has an initial maturity date of June 1, 2018. The Note is subject to a 
balloon payment upon maturity in the amount ofSIS,246,755, which is comprised of the unpaid principle balance of 
$15,127,000 and the unpaid interest only payment of$119,755. The loan is guaranteed personally by the Company's Chief 
Executive Officer. The transaction closed and funds were transferred on June 23, 2017. In addition, we entered into an 
unsecured Promissory Note with MCC Capita� in the principal amount ofS165,000 and agreed to pay the principal balance 
plus 10% on July 10, 2017. Proceeds from the Promissory Notes were used to satisfy the events of default on the 10301 Bren 
Road property. 

An outstanding judgment in the amount ofS719,365, plus post judgement interest, issued against the Company in 
February, 2017, was satisfied on June 23, 2017 as part of the refinancing of Talon Bren Road, LLC's outstanding mortgages 
noted above. 

Market Conditions and Outlook 

Our last two acquisitions were accomplished utilizing a 721 Exchange tax deferral methodology similar to that of an 
"UPREIT" providing several unique advantages over a I 031 exchange or selling to cash buyers. This strategy is advantageous 
for real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in real estate, diversify their 
holdings, and seek potential future growth and liquidity by accepting Talon OP common units which can later be converted 1: 1 
for Talon common stock under the ticker "T ALR" and their capital gains tax obligations are deferred until then. 

Our strategy is to continue offering these tax-deferred solutions to real estate owners as part of diversifying our 
shareholder base creating liquidity and shareholder value. We continue to believe office and industrial properties offer the best 
return on equity metrics as part of our investment strategy. Retail will also be part of our overall portfolio with an average 
overall target portfolio contribution of nearly 20% over the Iong-tenn. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and· east coasts and 
we will continue to explore additional investment options within this region to continue our mission to provide return on equity 
targets of 8-15% per asset or portfolio. 

Results of Operations 

Our revenues have declined slightly compared to the same periods in the prior year primarily due to small expiring 
Jeases with limited new lease activity and certain lease concessions on renewal. Our expenses have increased significantly due 
the refinancing activity in the first half of the year. Notably, deferred financing fee amortization has been accelerated on the 
refmanced debt, significant new financing fees have been incU1Ted which are being amortized over the shorter lives of the 
replacement debt and interest rates on the replacement debt are higher than the refinanced obligations. We also incurred 
significant legal fees and other exit fees and penalties related to the refinancing activity. We expect our revenues, tenant 
reimbursements and many expenses will continue to increase on an absolute basis in the future as we seek to acquire additional 
properties, assume or refinance indebtedness in connection with the acquisitions and build the infrastructure necessary to grow 
our business. In the near term, we expect to incur higher legal and other professional fees in pursuit of potential acquisitions. 
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Three months ended June 30, 2017 compared to three months ended June 30, 2016 

Revelllles and Expenses 

Rental revenues decreased $72,629, or 4.0%, to $1,753,882 for the three months ended June 30, 2017, compared to 
$1,826,511 for the same period of the prior year. The net rental revenue decrease relates to minor tenant losses as well as rate 
renegotiations on lease renewaJs with no significant new lease activity. 

Tenantreimbm-sements decreased $111,597, or 12.4%, to $790,161 for the three months ended June 30, 2017 
compared to $901,758 for the same period of the prior year. The decrease in tenant reimbursements follows the decline in 
rental revenue and stable property operating expenses and includes a reduction in reimbursements due to true up of prior period 
estimated billi� to actual as property level operating expenses increased less than anticipated. 

Other income decreased $6,853, or 22.1 %, to 24,152 for the three months ended June 30, 2017 compared to $31,005 
for the same period of the prior year. The decrease primarily relates to less revenue generated from the event center located 
within our 180 East 51h Street property in St. Paul. 

General and administrative expenses decreased $73,636, or 62.9%, to $43,360 for the three months ended June 30, 
2017 compared to $116,996 for the same period of the prior year. The decrease is primarily due to due diligence costs for 
potential deals in the three months ending June 30, 2016 with no comparable amount in same period for 2017. 

Salacy and compensation expenses decreased $206,574, or 61.8%, to $127,767 for the three months ended June 30, 
2017 compared to $334,341 for the same period of the prior year. The decrease in salary and compensation expense is 
attributable to the higher stock compensation expense in the three months ended JUlle 30, 2016 as compared to the cWTent 
period. 

Professional fees increased $144,139, or 63.4%, to $371,491 for the three months ended June 30, 201"7 compared to 
$227,352 for the same period of the prior year. The increase is due to higher legal fees related to on-going litigation matters in 
2017. 

Property operating expenses increased $556,144, or 53.6%, to $1,592,959 for the three months ended June 30, 2017 
compared to $1,036,815 for the same period of the prior year. The increase is primarily related to one-time charges in the three 
months ended June 30, 2017 related to the refinancing of the debt secured by the Talon Bren Road, LLC owned property. 

Real estate taxes and insurance increased $25,976 or 5.8%, to $470,944 for the three months ended June 30, 2017 
compared to $444,968 for the same period or'tbe prior year. The increase primarily relates to real estate taxes and is consistent 
with our expectations. 

Depreciation and amortization expense decreased $32,328, or 2.6%, to $1,191,060 for the three months ended June 
30, 2017 compared to $1,223,388 for the same period of the prior year. The decrease is primarily related to certain tenant 
improvements that become fully amortized in 2016. 

Interest expense increased by $2,133,804, or 208.5% to $3,157,057 for the three months ended June 30, 2017 
compared to $1,023,253 for the same period of the prior year. The increase is primarily related to the refinancing of the debt 
secured by the 180 East 5th Street property and to a lesser extent the refinancing of the debt secured by the 10301 Bren Road 
property in June, 2017. The weighted average interest rate increased to 11.81 % as of June 30, 2017 compared to 6.54% as of 
June 30, 2016 and outstanding debt increased by $24,586,256. In addition, deferred tmancing cost amortization was 
accelerated on the refinanced debt and significant new deferred financing costs were incurred which have predominantly a one
year amorti7.8tion period. 
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Six months ended June 30, 2017 compared to six months ended June 30, 2016 

Revenues and Expenses 

Rental revenues decreased $177,471, or 4.8%, to $3,524,952 for the six months ended June 30, 2017, compared to 
$3,702,423 for the same period of the prior year. The net rental revenue decrease relates to minor tenant losses as well as rate 
renegotiations on lease renewals with no significant new lease activity. 

Tenant reimbursements decreased $147,704, or 8.2%, to $1,651,545 for the six months endecl June 30, 2017 compared 
to $1,799,249 for the same period of the prior year. The decrease in tenant reimbursements follows the decline in renta1 
revenue and stable property operating expenses and includes a reduction in reimburse,ments due to true up of prior period 
estimated billings to actual as property level operating expenses increased less than anticipated. 

Other income decreased $68, I I 6, or 5 8.2%, to 48,890 for the six months ended June 30, 1997 compared to $117,006 
for the same period of the prior year. The decrease primarily relates to lower recorded amounts related to an income guarantee 
on one of the properties owned and lower revenue from an event center located in the 180 East 5th Street property in St Paul. 

General and administrative expenses decreased $368,867, or 79.5%, to $95,132 for the six months ended Jwie 30, 
2017 compared to $463,999 for the same period of the prior year. The decrease is primarily due to the expensing of due 
diligence costs for potential deals in the six months ending June 30, 2016 with no comparable amount in same period for 2017. 

Salary and compensation expenses decreased $249,249, or 44.6%, to $309,789 for the six months ended June 30, 2017 
compared to $559,038 for the same period of the prior year. The decrease in salary and compensation expense is attributable to 
the higher stock compensation expense in the six months ended June 30, 2016 as compared to the current period. 

Professional fees increased $275,434, or 60.8%, to $728,631 for the six months ended June 30, 2017 compared to 
$453,197 for the same period of the prior year. The increase is due to higher legal fees related to on-going litigation matters in 
2017. 

Property operating expenses increased $549,753, or 24.7%, to $2,772,146 for the six months ended June 30, 2016 
compared to $2,222,393 for the same period of the prior year. The increase is primarily related to one-time charges in the three 
months ended June 30, 2017 related to the refinancing of the debt sec�d by the Talon Bren Road, LLC owned property. 

Real estate taxes and insurance increased $40,878 or 4.6%, to $931,323 for the six months ended June 30, 2017 
compared to $890,445 for the same period of the prior year. The increase primarily relates to real estate taxes and is consistent 
with our expectations. 

Depreciation and amortization expense decreased by $46,491, or 1.9%, to $2,409,302 for the six months ended June 
30, 2017 compared to $2A55,793 for the same period of the prior year. The decrease is primarily related to certain tenant 
improvements that become fully amortized in 2016. 

Interest expense increased by $3,449,203 or 153.2% to $5,700,494 for the six months ended June 30, 2017 compared 
to $2,251,291 for the same period of the prior year. The increase is primarily related to the refinancing of the debt secured by 
the 180 East 5th Street property in January, 2017 and to a lesser extent the refinancing of the debt secured by the 10301 Bren 
Road property in June, 2017. The weighted average interest rate increased to 11.81% as ofJune 30, 2017 compared to 6.54% 
as of June 30, 2016 and outstanding debt increased by $24,586,256. In addition, deferred financing cost amortization was 
accelerated on the refinanced debt and significant new deferred financing costs were incurred which have predominantly a one
year amortization period. 

Funds from Operations and Noo-GAAP Reconciliation 

The National Association of Real Estate Investment Trusts, or NAREIT, defines funds from operations, or FFO, as net 
income (loss) available to common shareholders and operating partnership unit holders computed in accordance with US 
GAAP, excluding gains or losses from sales of operating real estate assets and extraordinary items, plus depreciation and 
amortization of operating properties, and after adjustments for unconsolidated partnerships and joint ventures. We intend to 
calculate FFO in a manner C9nsistent with the NAREIT definition. 

Management intends to use FFO as a supplemental measure to conduct and evaluate our business because there are 
certain limitations associated with using GAAP net income alone as the primary measme of our operating performance. 
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Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes that the value of real estate assets 
diminishes predictably over time. Because real estate values instead have historically risen or fallen with market conditions, 
management believes that the presentation of operating results for real estate companies that use historical cost accounting is 
insufficient by itself. In addition, securities analysts,. investors, and other interested parties use FFO as the primary metric for 
comparing the relative performance of equity REITs. There can be no assurance that FFO presented by us is comparable to 
similarly titled measures used by REITs. 

FFO should not be considered as an alternative to net income or other measurements under GAAP as an indicator of 
our operating perfonnance or to cash flows from operating, investing or financing activities as a measure of liquidity. FFO 
does not reflect working c�pit.al changes, cash expenditures for capital improvements or principal payments on indebtedness. 

We define adjusted funds from operations, or AFFO, as FFO excluding the non-cash effects of straight-line rent and 
amortization of lease inducements and deferred financing costs, depreciation of non-real estate, and excluding the effects of 
non-cash compensation charges. US GAAP requires rental revenues related to non-contingent leases that contain specified 
rental increases over the life of the lease to be recognized evenly over the life of the lease. This method may result in rental 
income in the early years of a lease that is higher than actual cash received, creating a deferred rent receivable asset or lower 
income than actual cash received, creating a deferred rent revenue liability included in our consolidated balance sheet. At some 
point during the lease, depending on its terms, cash rent payments may exceed or be lower than the straight-line rent which 
results in the deferred rent receivable asset or liability, respectively, decreasing to zero over the remainder of the lease term. By 
excluding the non-cash portion of straight-line rental revenue and amortization of lease inducement and deferred financing 
costs as well as non-cash compensation expense, investors, analysts and our management can compare AFFO between periods. 

Below is the calculation ofFFO and AFFO and the reconciliation to net income (loss), which we believe is the most 
comparable US GAAP fmancial measure: 

Reconciliation of Net Income Attributable to Talon Real Estate Holding Corp. ("TREBC") to Funds From Operations 

Three mouths ended June 30, 
In thousands (except per share) 2017 

Weighted Avr-
Shan:sa11d Per Sb.are 

2016 
Weighted Avg. 

Sbaresand Per Share 
Amoimt uausm and Uait(2) Amount Uafts(l) and U.ait(2) 

Net loss attn'butable to TREHC $ (2,990) 19,761 $ (0.15) $ {1,054) 16,789 $ (0.06) 

Adjustments: 
Non-controlling interest Operating Partnership (1,392) 9,200 (564) 9,200 

1,191 Consolidated depreciation and amortization: 
adjust for non-real estate depreciation 
adjust for amortization of above and below-market rents 
adjust for non-controlling real estate owned depreciation 
Net adjustments 

Funds from operations applicable to common shares 

Adju!ilted funds from operations 
FFO available to common shares 
Aqjustments: 
Straight-line rents in excess of, or less than, contract rents 
Non-real estate depreciation 

4S 

t26l 
·a(182!a

$ (3.172) 

Amo11at 

s (3,172) 

(2) 
62 

(28} 
9J00 691 

28,961 $ (0.11) S (363) 

'lllree mo.albs ended Jane 30, 
2017 

Wef&bted AVK-
Shamaud PerSbare 

1 UD.11s1 > and Ullit(l) Amouat 
28,961 S (OJ I) S (363) 

9�0 
26,079 $ (0.01) 

21)16 
WeiahCcd Ava. 

Shares and Per Share 

Uahs<1> ud Uait(Z) 

26,079 S (0.01) 

2 
Amorti7.ation of defem:d fmancing costs net of non-
controlling real estate 1,061 106 

Non-cash stock compensation charges 31 160 
AFFO available lo common shares $ �0792 (127� 26,079 S 
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Sb: Mouths Ended JWle 30, 
In thousands (except per share) 2017 2016 

Wefpted AVJ, Wcigllted Avg. 
Shares 111d Pel' Shan Shares and Per Share 

Amount Uaits Ill and Uait ro AmoWlt Unm (Q aad Ullit (2) 

Net loss attributable to TREHC $ (5,226) 19,353 $ (0,27) $ (2,357) 16,838 $ (0.14) 

Adjustments: 
Non-controlling interest Operating Partnership (2,478) 9,200 {1,267) 9,200 
Consolidated depreciation and amormation: 2,409 2,456 
adjust for non-real estate depreciation (4) 
adjust for amortization of above and below-market rents .90 125 
adjust for non-controlling real estate owned depreciation __ (5.._s_3)s (59)s-----Net adjustments __ (_32,....) ___ 9._20_0 1,251 9,200 --Fllllds from operations applicable to common shares $ (51258) 287553 _s __ co_.18_s) Ss {1,106) 26,038 __ s_,..C0 ...... 04�) -

Sb:: Moatbs Ended June 30, 
2017 2016 

Weighted Av1, Weigbted Avg. 
Shara and Per Share Sb■raaad PcrSbare 

Adjasted funds from operations Amouat U11ll!I (I} and Unit Cl> A.mOIJllt Units (1> aad Unit O> 
FFO available to common shares S (5,258) 28,553 $ (0.18) $ (1,106) 26,038 S (0.04) 
Adjustments: 
Straight-line rents in excess of, or less � contract rents (20) (134) 
Non-real estate depreciation 4 
Amortization of deferred financing costs net of non
controlling real estate 1,868 309 

Non-cash stock compensation charges 119 198 
AFFO available to common shares $ (3,291) 28.553 $ (0.12) _s __ c1_2_9) 26,038 _s __ c .... o._o3_)s

<11 Non-controlling Units of the Operating Partne.rship are exchangeable for cash, or at lhe Company's discretion, for common shares of stock on a 
one-for-one �is. 
<2J Net income is calculated on a per share basis. FFO and AFFO are calculated on a per share and unit basis. 

Liquidity and Capital Resources 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, 
fund and maintain our operations and assets, acquire properties, make distributions to our shareholders and other general 
business needs. We have incurred significant expenses related to operating as a public corporation, building and tenant 
improvements at our properties, and preparation for and execution of our acquisition strategy creating a cash shortfall from 
operations through June 30, 2017. 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity 
for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have insufficient cash flow from current 
operations to pursue our strategy without further financing. As of June 30, 2017, we had unrestricted cash of approximately 
$114,695 and current liabilities including tenant improvement allowances, unsecured debt, accounts payable and accrued 
expenses substantially in excess of the available cash. We therefore will require additional capital and increased cash flow from 
future operations to fund our ongoing business. There is no guarantee that we will be able to raise any required additional 
capital or generate sufficient cash flow from our cunent and future operations to fund our ongoing business. If the amount of 
capital we are able to raise together with our income from operations is not sufficient to satisfy our capital needs, we may be 
required to cease our operations or alter our growth plans. If we are unable to continue as a going concern, we may have to 
liquidate our assets and may receive less than the value at which those assets are carried on our consolidated financial 
statements, and it is likely that investors will lose all or a part of their investment. 

Our short-tenn liquidity requirements consist primarily of funds needed to pay for operating expenses and other 
expenditures directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-term growth 
through acquisition of properties as well as general and administrative expenses operating as a public company. 

Our long-term liquidity requirements consist primarily of funds to pay for scheduled debt maturities, non-recurring 
capital expenditures that need to be made periodically and continued expansion of our business through acquisitions. Although 
we plan to aggressively pursue acquisitions to grow our business, there is no assurance that we will be able to acquire 
additional properties in the future. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy 
current liabilities and are not expected to provide us with adequate liquidity for the foreseeable future, we anticipate that we 
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will undertake future debt or equity financings or asset sales during 2017. Additional financing or asset sales are necessary for 
our company to continue as a going concern. 

In the future, we anticipate using a number of different sources to finance our liquidity needs, including cash flows 
from operations, issuance of debt securities or equity securities (which might be common or preferred stock), private 
financings (such as additional bank credit facilities or cash advances, which may or may not be secured by our assets). asset 
sales (including sales of accounts receivable), seller financing, property-level mortgage debt, or any combination of these 
sources, to the extent available to us, or other sources that may become available from time to time. Any debt that we incur 
may be recourse or non-recourse aitd may be secured or unsecured. Although we have successfully raised equity capital in the 
past, we cannot be assured that we will be able to continue to be successful in raising capital through issuance of securities. Our 
ability to obtain needed financing may be impaired by such factors as the capital markets, our status as a new enterprise 
without significant assets or demonstrated operating histozy, and/or the loss of key management. There is no guarantee that we 
will be able to raise any required additional capital or generate sufficient cash flow from our current and proposed operations to 
fund our ongoing business. 

Outstanding Indebtedness 

5130 LLC, an entity in which our Operating Partnership owns a 49% interest and that owns an industrial complex 
located in the Minneapolis-St. Paul metropolitan area, is party to a loan agreement secured by such industrial complex. The 
loan agreement provides for two term Joans, the A loan and the B loan. The term loans had a balloon payment due on April 8, 
2017 and is past due. The Company expects to refinance this loan but as of the filing of this document has been unab)e to do 
so. 

Talon Bren Road, LLC, an entity through which our Operating Partnership acquired the property located at 10301 
Bren Road West. Minnetonka, MN on May 29, 2014, is party to a loan agreement secured by such property. It is also a party to 
two loans the proceeds of which were used to fund certain capital improvements at the building. This property also secures the 
Talon Bren Road, LLC Mortgage 2 (as defined in the table below) entered into on July 2, 2014 in connection with the 
acquisition of the property located at 180 East S• Street St. Paul, MN. 

Talon First Trust, LLC, an entity through which our Operating Partnership acquired the property located at 180 E. 
Fifth Street St. Paul, MN on July 2, 2014, is party to a loan agreement secured by such property. The loan has an initial 
maturity date of January 26, 2018 with two 6-month options for the Company to extend upon satisfaction of certain conditions. 
If we are unable to satisfy the conditions to extend, we will need to seek alternative financing or possibly sell the property in 
order to satisfy the obligation. 

TREHC has additional indebtedness related to various judgments and obligations arising in the nonnal course of 
financing our operations. These notes represent current obligations of the entity and continue to accrue interest while 
outstanding. We may need to seek alternative financing or sell certain assets in order to generate the necessary funds to satisfy 
these obligations. 
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The following table summarizes l}ie Company's notes payable as of June 30, 2017 and December 31, 2016: 

Principal Balance At 
Ioterut Jane JO, December JI, 

Loan Descri�tioo LoanTl'.� Maturi!l'. Date Rate 2017 
-

2016 
Talon First Trust. LLC Mortgage 
Talon First Trust, LLC Mortgage 
Talon First Trust, LLC. - Promissory Notc(l) 
Talon First Trust, LLC. -Promissory Note 
Talon First Trust, LLC. - Sale of Future 

Secured floating rate interest only 
Secured floating rate interest only 
Unsecured fixed rate interest onJy 
Unsccurcd fixed rate interest only 
See below <4> 

July 5,2017 
January 26, 2018 

July 24, 2017 
Seebelow(l) 
See below <•> 

6.04% S 
13.25% 
10.00% 
10.000/4 

1-') 

51,600,000 
1,330,167 

59,489 
99,763 

s 32,000,000 

1,008,908 
59,489 

430,SOO 
Receivable c•> 
Talon Bien Road, LLC Mortgage 
Ta.Ion Bren Road, LLC Mortgage l 
Talon Bren Road, LLC Mortgage 2 

Secured fixed rate 
Secured fixed rate 
Seemed fixed rate inten:st only 

July 1, 2018 
May28.2019 
Man:h 1,2017 

9.50% 
4.6S% 

16.00% 

15,127,000 
10,858,648 
2,000,000 

Unsecured fixed rate June 1,e2019 8.00% Talon Bren Road, LLC HV AC Loan (IJ,970 
Talon Bren Road, LLC Roof Loan Umecured fixed rate interest only June 1,2019 8.00% 225, 000 22S,000 
5130 Industrial Street, LLC Mortgage 1 Secured fixed rate April 8, 2017 6.0S% 3,968.876 3,981,740 
5130 Industrial Street, LLC Mortgage 2 Secured fixed rate April 8, 2017 12.75% 292,609 292,941 
Talon OP, L.P. -Promissory Note!'> Unsecured fixed. mm interest only June 30, 2016 10.00% 896,995 500,000 
Talon OP, L.P. -Promissory Note Unsecured fixed rate interest only July 31, 2017 3.00% 654,926 654,926 
TaJoo OP, L.P. - Promissory Notesm Umccured fixed rate interest only Jtmc 30, 2016 10.00% 1,476,498 1,000,000 
Talon OP, L.P. -Promissory Note Unsecured fixed rate Janumy IS, 2018 15.00% 151,069 271,287 
Other Unsecured fixed rate interest only July l, 2018 4.50% 500,000 
Other Unsecured fixed rate interest only June 30, 2016 24.00% 81,800 

s 76,452,362 s SJ.449,711 
Less: unamortized deferred financing coses {�44�454} (4961063) 
Notes payable, net s 741009!908 s 52,9S3

1
648 

(1)e On January 25, 2017, the Company executed a $1,330,167 amended and restated promissory note, plus interest on the unpaid balance at 10%. Thee
entire principal balance shall be due and payable on the earlier of July 24, 2017 or upon a time that the Company refinances or sells its property 
located at 10301 Brea Road. This note replaces the Amended and Restated promissory note dated June 30, 2016 in the amount of$9S3,908e
(Sl,008,908 as of December 31, 2016) given by Talon Real Estate Holding Corp. and Talon First Trust, LLC. 

(2) In 2015, the Company entered into two separate SS00,000 unsecured promissory notes with the same unrelated party. The notes bore interest at 
rates froml4% to24% annualJy through June 30, 2016 after which time the notes accrued interest at 26%. On May 19, 2017. a judgment was 
entered against the Company in the amount ofSl,476,498. A3 of the date ofthejudgmen� the interest rate on the note changed to 10% under 
Mamesota Statutes. 

(3)e The outstanding principal and applicable accrued interest is due in full upon sale or ,cfinancfng of the property at 180 E. Fifth Street in St Paul. 
(4} During 2016 the Company received fimds from four different sowccs. As of June 30, 2017, the total outstanding baJance was $99e763 for the sale _. 

of future receivables at the property located at 180 E. Fifth Street. [�J&m��"fcquj�p�,rp-�to�-$�,03�0!�J7_Q��]Per F ASB 
ASC 470-10-25, which provides guidance on funds received from sales of future receivables, thls transaction hm been classified as debt and 
included in notes payable. The agreements are guaranteed by a shareholder of the Company. 

(5) On August 2014, the Company entered into a $500,000 unsecured promissory note with·a related party, one of its then current directors. The notee
had an original maturity date ofFebrwuy_8, 2015. The Company extended the maturity date of the note in 201S and 2016. In October 2016, thee
fonner director filed a summons and complaint in the State of Minnesota claiming that the Company bn:acbed its obligation under the note. In Aprile
2017, this matter went to trial and the plaintiff was awarded $897,695. As of the date of the judgment, the interest rate on the note changed to 10% 
under Minnesota Statutes. On May 31, 2017, the Court granted a Charging Order against the Company and Talon OP L.P. where the Company and 
Talon OP L.P are required to pay all profits and distributions to the plaintiff until the full amount of the judgment is paid and satisfied.e

Off Balance Sheet Arrangements 

At June 30, 2017, we did not have any off-balance sheet arrangements. 

Inflation 

As of June 30, 2017, most of our leases required tenants to reimburse us for a share of our operating expenses. As 
result, we are able to pass on much of any increases to our property operating expenses that might occur due to inflation by 
correspondingly increasing our expense reimbursement revenues. Owing the six months ended June 30, 2017, inflation did not 
have a material impact on our revenues or net income. 
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•tern 3. Quantitative and Qualitative Disclosures About Market Risk 

Interest Rate Sensitivity Risk 

Market risk includes risks that arise from changes in interest rates, foreign currency exchange rates, commodity prices, 
equity prices and other market changes that affect market-sensitive instruments. In pursuing our business plan, we expect that 
interest rate risk will be the primary market risk to which we will be exposed. As of June 30, 2017, all but one of our 
outstanding loans bad a fixed rate. Our interest rate risk may further increase if we increase our debt in the future or refinance 
our existing debt 

We may become exposed to the effects of interest rate changes as a result of floating rate debt used to maintain 
liquidity and fund expansion of our real estate investment portfolio and operations. Our interest rate risk management 
objectives will be to limit the impact of interest rate changes on earnings and cash flows and to manage overall borrowing. 

Foreign Currency Exchange Risk 

Our results of operations and cash flows are not materially affected by fluctuations in foreign currency exchange rates. 

Item 4. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

As oftbe end of the period covered by this Quarterly Report on Form 10-Q, our management has evaluated, under the 
supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of our 
disclosure controls and procedures ( as defined in Rules l 3a-l 5( e) and l 5d- l 5( e) under the Securities Exchange Act of 1934 ). 
Disclosure controls and procedures are designed to ensure that information required to be disclosed in our reports filed under 
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the 
Securities and Exchange Commission's rules and forms and that such infonnation is accumulated and communicated to our 
management, including our CbiefExecutive Officer and Chief Financial Officer, to allow timely decisions regarding required 
disclosure. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure 
controls and procedures were not effective as of June 30, 2016. 

The following control deficiencies were identified and were determined to be material weaknesses in our internal 
control over financial reporting as of June 30, 2017: 

1.o Internal Control Environmento
2.o Period end Financial Reporting Processo

The material weaknesses occurred as a result of a significant turnover in the Company's accounting personnel in the 
latter part of 2016, which,_ despite having established policies and procedures, the company lacked adequate controls regarding 
training in in the internal control environment. In addition, we did not maintain a sufficient complement of personnel with the 
appropriate accounting knowledge, experience and training, commensurate with our financial reporting requirements in order 
to execute a timely close, which resulted in incomplete disclosures, unreconciled accounts, incomplete accounting for certain 
events and transactions and inaccurate conclusions. This resulted in misstatements that were corrected by the Company prior to 
the issuance of the consolidated financial statements, and for which a reasonable possibility existed that a material 
misstatement in the Company's consolidated financial statements would not be prevented or detected on a timely basis. 

Management also identified multiple significant deficiencies in its review. These could also lead to potential 
misstatements in our financial statements or prevent the Company from timely completing its financial statement preparation. 

Management Remediation Plan 

Due to the material weaknesses reported as of June 30, 2017, management performed additional analysis and 
procedures to ensure that our consolidated financial statements and schedules included in this Quarterly Report were presented 
fairly in confonnity with generally accepted accounting principles and fairly present in all material respects our financial 
position, results of operations and cash flows for the periods presented. 

Management will implement changes to our internal control over financial reporting to remediate the control 
deficiencies that gave rise to the material weaknesses. We are undertaking the following remediation plans and actions: 



_ _ 

•e Develop and deliver Internal Controls ("COSO") training to Executives and fmance/accounting resources. The
training will include a review of management's and individual roles and responsibilities related to internal controls;e

•e hire accounting personnel with the appropriate level of knowledge to properly record transactions in the general ledger
and prepare financial statements in accordance with generally accepted accounting principles;e

•e augment our existing staff with external consultants with the requisite lmowledge and expertise to supplement our
accounting staff to ensure that transactions are recorded in accordance with generally accepted accounting principals
and that are disclosmes are accurate and complete; and 

· • provide increased board level oversight to ensure established policies and procedures are adhered to.e

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

Changes in Internal Control Over Financial Reporting 
. . . -···-_· .. _·. ··. ·_·- ----·_ . ,. ··_ -·•··· ····· _ _··•_- .. -· .... . _-,,-·-_· . . . .. ·-·_·-··. - . . · •··--• -_·,·-----. . ··-. _ ·_:·-_. _· . · . ·•···._ . ···- · •. _ · ·_· ·-:· ... -·· _-•· _--. ·_· ·_· ·-· ' . ' __ ... LJ . . _ . . ·-- _ .. _IIb.ere �as:110 change in theConi�y's internal com:roro_yer financial reporting-that .occurred chu:fug the-six i:p.on�e

�dedJun�.3�,: :2917_ tha.(����-���r:(�y-��� 9.!.!$..���!y_�Jy-�9.:�J ���the���y��-�!1.L�trc).J 
PY�!' .£.i.!!1.l!J.�!ij_re.P.9rgn__g_4 
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PART II. - OTHER INFORMATION 

Item 1. Legal Proceedings 

We are currently engaged in legal proceedings that may have a material impact on our financial statements. From time 
to time, we may be named as a defendant in legal actions or otherwise be subject to claims arising from our normal business 
activities. Any such actions, even those that lack merit, could result in the expenditure of significant financial and managerial 
resources. 

On January 12, 2015 and May 19, 2015, respectively, the Company entered into two separate $500,000 unsecured 
promissory notes with the same unrelated party. In 2015, the Company.extended the maturity dates of both notes to December 
31, 2015. Subsequently, the Company extended the maturity dates of both notes to the earlier of, the disposition or refinancing 
of the property at 180 E 5th Street in St. Paul or June 30, 20·16. On September 24, 2016, the unrelated party filed a summons 
and complaint in the State of Minnesota claiming that the Company breached its obligation under the notes. On May 19, 2017, 
a judgment was entered against the Company in the amount of$1,476,498. 

On August 12, 2014, the Company entered into a $500,000 unsecured promissory note with a related party, one of its 
then current directors. The note had an original maturity date of February 8, 2015. Proceeds from this note paid off additional 
notes entered into on December 30, 2013 and March 7, 2014, respectively, for $100,000 each, with the same party. In 2015, the 
Company extended the maturity date of the note to December 31, 2015. Subsequently, in 2016 the Company extended the 
maturity date of the note to the earlier of, the disposition or refinancing of the property at 180 E. Fifth Street in St. Paul or June 
30, 2016. On October 18, 2016, the former director filed a summons and complaint in the State of Minnesota claiming that the 
Company breached its obligation under the notes. In April 2017, this matter went to trial and the plaintiff was awarded 
$897,695. On May 31, 2017, the Court granted a Charging Order against the Company and Talon OP L.P. where the Company 
and Talon OP L.P are required to pay all profits and distributions to the plaintiff until the full am01mt of the judgment is paid 
and satisfied. 

Item 1 A. Risk Factors 

There have been no material changes in our risk factors from those disclosed under the heading "Risk Factors" in our 
�urrent �epi)rt on �orm 10-K for the year ended December 31, 2016 as filed with the Securities and Exchange Commission on 
' __;-"iQJ�.; 

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

Not Applicable 

Item 3. Defaults Upon Senior Securities 

Not Applicable. 

Item 4. Mine Safety Disclosures 

Not Applicable. 

Item S. Other Information 

Not Applicable. 

Item 6. Exhibits 

The exhibits filed as part of this Quarterly Report on Form lo-Qare listed in the Exhibit Index immediately following 
the signatures to this report. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned thereunto duly authorized. 

TALON REAL ESTATE HOLDING CORP. 

Isl Keith Gruebele 
Keith Gruebele 
Chief Financial Officer 
(principal financial and accounting officer) 

Dated: . • . . . .. ,· . __, �9.(� 

37 



EXHIBIT INDEX 

Exhibit 

Number Description 
3.1 Amended and Restated Articles of Incorporation (Incorporated by reference to the exlnbit of the same number 

in our Form 8-K dated June 7, 2013, filed on June 7, 2013 (File No. OOS-87490)) 
3.2 Amended and Restated Bylaws (Incorporated by reference to the exhibit of the same number in our Form 8-K 

dated June 7, 2013, filed on Jillie 7, 2013 (File No. 005-87490)) 
31.1 Certification of Principal Executive Officer pursuant to Rules 13a-14(a) under the Securities Exchange Act of 

1934, as amended (tiled herewith). 
31.2 Certification of Principal Financial Officer pursuant to Rules 13a-14(a) under the Securities Exchange Act of 

1934, as amended (filed herewith). 
32.1 Certification ofChiefExecutive Officer and Chief Financial Officer pursuant to 18 U.S.C. Sec. 1350, as 

adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith). 
101• Interactive Data Files Pursuant to Rule 405 of Regulation S-T (tiled herewith). 

• Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit l O I hereto are deemed not filed or part of a registratione
statement or prospectus for purposes of Section 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes ofe
Section 18 ofthe Securities Exchange Act of 1934, as amended, and are otherwise not subject to liability under those sections.e
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORM 10-Q 

(Mark One) 
IBI QUARTERLY REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE 

ACT OF 1934 

For the Quarterly Period Ended: September 30, 2017 

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES EXCHANGE ACTe
OF 1934e

For the Transition Period from __ to __ 

Commission file number 000-53917 

TALON REAL ESTATE HOLDING CORP. 
(Exaa Name of Regbtrant as Spedjled in llS Chana) 

Utah 26-1771717 
(State or Odier Jurlsdialon of (I.R.S. Emplo,er 
lncorporalton or OrganizJztlon) ldl!lltijlctJJJon No.) 

5500 Wayzata Boulevard, Suite 1070, Minneapolis, MN 55416 
(Adtlrm of Prbtdpal Executi,e O,Olces, Inclua,ng Z-,p Olde) 

(612) 604-4600 
(Registrant's Telephone Number, lndudi.ngArea Code) 

Indicate .by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15( d) of the 
Securities Exchange Act of 1934 during the preceding 12 months ( or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes Im No □ 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§229.405 of this chapter) 
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such 
files). Yes l&l No □ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a 
smaller reporting company. See the definitions of"large accelerated filer," "accelerated filer" and "smaller reporting company" 
in Ru1e l2b-2 of the Exchange Act. 

Large Accelerated Filer □ Accelerated Filer □ Non-Accelerated Filer □ Smaller Reporting Company DD 
(Do not check if a smaller reporting company) 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes □ No Iii 

The number of shares of the registrant's common stock, par value $0.00 I per share, outstanding at �L!P.L_; ]2018was 
19,880,981 shares. 
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SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION 

In this Quarterly Repon on Form 10-Q, references to "Company," "we," "us," "our" and words of similar import refer 
to Talon Real Estate Holding Corp. and its subsidiaries, unless the context requires otherwise. 

This Quarterly Repon on Form 10-Q contains forward-looking statements regarding us, our business prospects and 
our results of operations that are subject to certain risks and uncertainties posed by many factors and events that could cause 
our actual business, prospects and results of operations to differ materially from those that may be anticipated by such forward
looking statements. Factors that could cause or contribute to such differences include, but are not limited to, those described 
under the heading "Risk Factors" included in our Annual Reporton Form 10-K for the year ended December 31, 2016 as filed 
with the Securities and Exchange Commission on ��t _, 7Q! $:. Readers are cautioned not to place undue reliance on these 
forward-looking statements, which speak only as of the date of this report We �rtake no obligation to revise any forward
looking statements in order to reflect events or circmnstances that may subsequently arise. Readers are urged to carefully 
review and consider the various disclosures made by us in this repon and in our other reports filed with the Commission that 
advise interested parties of �e risks and factors that may affect our business. 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CON SO LIDA TED BALANCE SHEETS 
September 30, 2017 and December 31, 2016 

September 30, Decemberll, 

2017 2016 

(unaudited) 

ASSETS 
Land and improvements $ 8,302,447 $ 8,302,447 
Building and improvements Sl,882,551 51,192,059 
Equipment, furniture and fJXtures 32,193 30z571 

Total property and equipment 60,217,191 59,525,077 
Less: accumulated depreciation {l0,406z893} (8,506

1
290} 

Net property and equipment 49,810,298 51,018,787 

Cash 44,500 108,418 
Rents and other receivables, net 645,919 428,176 
Prepaid expenses and other assets 166,279 104,855 
Restricted escrows and reserves 7,474,945 3,001,232 
Deferred leasing costs, net 2,105,310 2,003,221 
Intangible assets, net ;13�664 S1465,603 

TOTAL ASSETS $ 6223791915e $ 62
1
130J92 

LIABILITIES 

Notes payable $ 75,986,089 s 53,449,711 
Less: unamortized deferred financing costs {1JI7

2446} !496
1
063}e

Notes payable, net 74,468,643 52,953,648 
Accounts payable 3,058,132 6,167,516 
Tenant improvement allowance 3,084,653 5,639,752 
Accrued expenses and other liabilities 1,669,513 1,329,742 
Tenant security deposits 163,146 167.242 
Deferred rent revenue 115,045 121,710 
Prepaid rent 279,208 175,758 
Accrued interest 791,229 1,029,911 
Below-market leases, net 64,381 150,638 
Mandatorily redeemable Operating Partnership preferred units lz000,000 

Total Liabilities 83,693,950 70,735,917 

COMMITMENTS AND CONTINGENCIES (NOTE 9) 

SHAREHOLDERS' EQUITY (DEFICIT) 
Preferred shares outstanding at $.001 par value; authorized 10,000,000 shares; none issued or 
outstanding as of both September 30, 2017 and December 31, 2016 $ - $ 
Common shares outstandingat$.00I par value; anthoriz.ed 90,000,000 sh� 19,780,981 and 
17,265,981 issued and outstanding as of September 30, 2017 and December 31, 2016, respectively 19,780 17,265 
Additional paid in capital 2,405,256 2,261,281 
Accumulated loss 525,5982 t2Ja33t31s2 ! 14

1 
Total Talon Real Estate Holding Corp. shareholders' equity (deficit) (20,808,339) (12,247,052)e

Non-controlling interests- Operating Partnership; 9,200,001 common units issued and outstanding as 
of September 30, 2017 and December 31, 2016 1,156,544 5,253,704 
Non-controlling interests -consolidated real estate entities {1

2
662�40} {1

2
61�722 

TOTAL SHAREHOLDERS' EQUITY (DEFICIT) {21,314,035} {8,60S
2
625l 

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY (DEFICIT) $ 62
1
3791915 $ 6�130,292 

See accompanying notes to condensed consolidated fmancial statements. 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
For the three and nine months ended September 30, 2017 and 2016 

( unaudited) 

For the Three Months For the Nine Months 
Ended September JO, Ended September JO, 
2017 2016 2017 2016 

REVENUE 
Rent $ 990,526 $ 1,807,865 $ 4,515,478 $ 5,510,286 
Tenant reimbursement 975,167 897,805 2,626,712 2,697,053 
Other income 261868 941203 752758 2112210 

Toml Revenue 1,992,561 2,799,873 7,217,948 8,418,549 

EXPENSES 
General & administrative 71,837 447,089 166,969 911,088 
Salmy and compensation 156,711 288,191 466,SOO 847,229 
Profe�ional 293,641 245,762 1,022,272 698,960 
Property operating expenses 964,339 1,130,767 3,736,485 3,353,160 
Real estate mxes & insurance 466,271 443,111 1,397,594 1,333,554 
Depreciation and amortization ]!220,070 4,718J62 3,6751862 �081960 Total Expenses 4,261?59 3,7742990 1115082082 1018191853 

Operating Loss (2,269,198) (975,117) (4,290,134) (2,401,304) 

Interest expense �8642272 1,237,722 815642766 324892012 

NETWSS Qz21�839} t122ss4,900l {5,8901316} 

Net loss attributable to non-controlling Interest - Operating Partnership 1,619,144 759,446 4,097,160 2,026,208 
Net loss attributable to non-controlling interests - consolidated real 
estate entities 322 196 121670 492963 661182 

NET WSS ATTRIBUTABLE TO TAWN REAL ESTATE 
HOLDING CORP. s p,48�1302 $ 11,440!723} $ �8

1 
707 z 77'!J S !31

7971
926} 

Loss per common share basic and diluted $ (0.l8l $ !0.08} $ {0.45} s {0.22} 

See accompanying notes to condensed consolidated financial statements. 
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TALON REAL ESTATE HOLDING CORP. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the nine months ended September 30, 2017 and 2016 

(unaudited) 

Nine months ended 
September 30, 

2017 2016 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net loss $ (12,854,900) $ (5,890,316) 
Adjustments to reconcile net loss to net cash flows from operating activities: 
Depreciation and amortization 5,366,374 3,850,285 
Amortimtion of deferred financing costs 2,794,374 433,475 
Stock-based compensation expense 110,740 342,718 
Provision for do�btful accounts 36,485 
Deferred financing costs 25,750 168,253 
Settlement costs added to notes payable 152,400 

Changes in operating assets and liabilities: 
Rents and other receivables (217,743) (48,830) 
Prepaid expenses and other assets (61,424) (71,512) 
Deferred leasing costs (321,178) 
Accounts payable (2,840,812) 1,578,988 
Accrued expenses and other liabilities 339,771 584,655 
Tenant securi� deposit$ (4,096) (8,809) 
Deferred rent revenue (6,665) (159,282) 
Prepaid rent 103,450 (157,880) 
Accrued interest 610.904 459,449 

Net cash flows from operating activities (6,803.055) 1,117,679 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of building or land improvements (3,245,591) 
Purohase of equipment, furniture and fixtures (1,622) 
Deposits to restricted escrows and reserves (12,744,697) (2,143,733) 
Payments from restricted escrows and reserves 8,270,984 1

7
106,921 

Net cash flows from investing activities (7,720,926) (1,036,812) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from notes payable 68,819,150 305,993 
Principal payments on notes payable (48,543,330) (442,006) 
Deposits or cash paid for financing costs (3,815,757) (100,907) 
Principal payments on Operating Partnership preferred units (3,000,000) 

Net cash flows from financing activities 14,460.063 (236,920} 

Net Change in Cash (63,918) (156,053) 

CASH• BEGINNING OF PERIOD 108,418 340,385 
CASH - END OF PERIOD $ 44o500o $ 184o332o, ,o

SUPPLEMENTAL SCHEDULE OF NON-CASH INVFSl'ING AND FINANCING ACTIVITIES 
Purchases of building and land improvements included in accounts payable $ - $ 27,534 
Leasing and financing fees included in accounts payable and other liabilities 9,938 
Issuance of common stock included in financing costs 25,150 
Issuance of common stock in satisfaction of accounts payable 10,000 
Accrued interest converted to notes payable 849,586 
Accounts payable converted to notes payable 258,572 1,241,388 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid during the period for interest on mortgages and Operating Partnership preferred units $ 6,009,074 $ 2,728,928 

See accompanying notes to condensed CC?Dsolidated financial statements. 

7 



TALON REAL ESTATE HOLDING CORP. 

NOTES TO CO�TIENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 1- ORGANIZATION AND BASIS OF PRESENTATION 

Organization 

Talon Real Estate Holding Corp. ("TREHC") previously established an Operating Partnership ("Talon OP'') and transferred all 
of its assets and liabilities to the operating partnership in exchange for general partnership units. As the sole general partner of 
Talon OP we have the exclusive power to manage and conduct the business and affairs for the operating partnership. TREHC 
owned approximately 68% and 65% of the Operating Partnership as of September 30, 2017 and December 31, 2016, 
respectively. The Operating Partnership owned 49% of 5130 Industrial Street, LLC ("5130 LLC"), 100% ofTalon Bren Road, 
LLC, i00% ofoTalon First Trust, LLC, and 100% of Talon Real Estate, LLC ("Talon RE") as of September 30, 2017 and 
December 31, 2016. Talon Bren Road, LLC, and Talon First Trust, LLC both limited liability companies organized under the 
laws ofothe state of Delaware, were formed on May 9, 2014 and April 21, 2014, respectively, to purchase real estate. Talon RE 
was incorporated in the state of Minnesota on December 20, 2012 and began operations in 2013 for the purpose of acquiring 
real estate properties. 

Basis of Presentation 

The accompanying condensed consolidated financial statements have been prepared in accordance with United States 
Generally Accepted Accounting Principles ("US GAAP") for interim financial information and with the instructions to Form 
10-Q and Regulation S-X. Accordingly, they do not include all of the information and notes required by US GAAP for 
complete financial statements. In the opinion of management, the accompanying unaudited consolidated financial statements 
include all adjusbnents necessacy to present fairly our consolidated financial position as of September 30, 2017 and our 
condensed consolidated stat.ements of operations for the three and nine months ended September 30, 2017 and 2016, and our 
condensed consolidated statements of cash flows for the nine months ended September 30, 2017 and 20 J 6, as applicable. These 
adjustments are of a normal recurring nature. 

The accompanying condensed consolidated financial statements include the accounts ofTREHC and its interest in the 
Operating Partnership. The limited partners in the Operating Partnership have a redemption option that they may exercise. 
Upon exercise of the redemption option by the limited partners, the Company has the choice of redeeming the limited partners' 
interests ("Units") for TREHC common shares of stock on a one-fQr-one basis, or making a cash payment to the unit holder. 
The redemption generally may be exercised by the limited partners at any time after the first anniversary of the date of the 
acquisition of the Units subject to volume restrictions. 

The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial 
statements and notes thereto for the year ended December 31, 2016, which have previously been filed with the Securities and 
Exchange Commission (SEC). Certain information and footnote disclosures nonnally included in financial statements prepared 
in accordance with US GAAP have been omitted from this report on Fann 10-Q pursuant to the rules and regulations of the 
SEC. 

The results for the interim periods shown in this report are not necessarily indicative of future financial results. Toe 
accompanying condensed consolidated balance sheet as of September 30, 2017 and condensed consolidated statements of 
operations and condensed consolidated statements of cash flows for the three and nine months ended September 30, 20 I 7 and 
2016, as applicable, have not been audited by our independent registered public accounting firm. 

NOTE 2 - INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES 

The Company owns, through its subsidiary Talon First Trust, LLC, real estate property located at 180 F.ast 5th Street, St Paul , 
MN. The building has 659.,577 net rentable square feet and is primarily leased to tenants for commercial and government use. 
As of September 30 , 2017, the Company had tenants occupying approximately M% of the rentable space. In April 2015, the 
Company executed a lease for a significant new tenant that would increase the occupancy by over 21 % in the St. Paul building 
upon commencement of the ]ease. The lease was amended on January 27, 2017 to resolve certain disputes between the 
Company and the tenant and as amended, the lease is schedule to commence on January 1, 2018. On March 7. 2017 one tenant 
that occupies approximately 16% of the net rentable square feet filed for Chapter 11 bankruptcy protection from its creditors. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STA TE:MENTS 
As of September 30, 2016 and for the three and nine months ended September 30, 2016 and2015 (unaudited) 

NOTE 2 -INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES (continued) 

The Company owns, through its subsidiary Talon Bren Road, LLC, real estate property located on 20 acres of land at 10301 
Bren Road West, Minnetonka, MN. This property has 164,472 net rentable square feet and is primarily leased to tenants who 
are wholesale product sales representatives. These leases are subject to a master lease agreement entered into between Talon 
Bren Road, LLC and Upper Midwest Allied Gifts Association, Inc. ("UMAGA j, a Minnesota nonprofit corporation. As of 
September 30, 20 I?, the Company had �� of the rentable space l�ed. 

The Company owns and operates the following real estate properties through its subsidiary, 5130 LLC: 

S130 Industrial Street, Maple Plain, MN 
1350 Budd Ave, Maple Plain, MN 

The properties have combined 171,639 net rentable square feet and are primarily leased to tenan�Jor mixed commercial and 
industrial usage. As of September 30, 2017, the Company had tenants occupying approximately��% of the rentable space. 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Accounting Estimates 

The preparation of consolidated fmancial statements in conformity with US GAAP requires management to use estimates and 
assumptions which affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and 
the reported amounts of revenues and expenses. Significant items subject to such estimates and assumptions include 
determination of the useful life of property and other long-lived assets, valuation and impairment aQalysis of property and other 
long-lived assets, and valuation of the allowance for doubtful accounts. It is at Jeast reasonably possible that Uiese estimates 
could change in the near term. 

Principles of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of that 
entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which 
we are the primary beneficiary. The accompanying condensed consolidated financial statements include the accounts of 
TREHC and Talon OP, our Operating Partnership, and all subsidiaries in which it maintains a controlling interest. Talon OP 
also consolidates S 130 LLC, ·an entity in which it has a 49% ownership interest, based on its ability to control the operating and 
financial decisions of 5130 LLC. All significant intercompany balances have been eliminated in consolidation. 

Real Estate Property and Fixed Assets 

Invesnnent in real estate and fixed assets with a useful life of longer than one year are carried at cost less accumulated 
depreciation and amortization. Property such as Jan� building and improvements includes cost of acquisitions, development, 
and construction and tenant allowances and improvements. We allocate the cost of an acquisition, including the assumption of 
liability, to the acquired tangible assets (including Ian� buildings and personal property) determined by valuing the property as 
if it were vacant, and identifiable intangibles based on their relative fair values. Acquisitions of real estate are recorded based 
upon preliminary allocations of the purchase price to management's assessment of the fair value of tangible and intangible 
assets and any assumed liabilities acquired which are subject to adjustment as additional information is obtained up to one year 
after the date of acquisition� Management's fair value assessment includes the use of readily accepted fair value techniques 
such as discounted cash flow analysis and comparable sales analysis including management's reliance on independent market 
analysis. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Real Estate Properzy and Fixed Assets (continued) 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for buildings and land 
improvements, and the tenn of the lease for tenant improvements. The estimated useful lives being used are as follows: 

Land Improvements 3-lS years 
Buildings 2S-30years 
Building Improvements I0-20years 
Tenant Improvements 
Furniture and Equipment 

Repair and maintenance costs are expensed as incurred, whereas expenditures that improve or extend the service lives of assets 
are capitalized. Disposal and abandonment of improvements are recognized at occurrence as a charge to depreciation. 

Cash 

The Company considers short-tenn inves1ments with original maturities of 90 days or less to be cash equivalents. The 
Company believes it is not exposed to any significant credit risk on cash. 

Rents and other Receivables 

Rents receivable and deferred rent are recorded at their estimated net realizable value. The Company follows a policy of 
providing an allowance for doubtful accounts, which is based on a review of outstanding receivables, historical collection 
information, and existing economic conditions. The Company does not require coIIateral and accounts are considered past due 
if payment is not made on a timely basis in accordance with our credit tenns. Accounts considered uncollectible are written off. 
Receivables have been reduced by an allowance for doubtful accounts of$129,330 as of both September 30, 2017 and 
December 31, 2016. 

Derivative Instruments 

The Company records all derivative instruments on the balance sheet at fair value. The accounting for changes in the fair value 
of derivatives depends on the intended use of the-derivative, whether the Company has elected to designate a derivative in a 
hedging relationship and whether the hedging relationship has satisfied the criteria necessary to apply hedge accounting. If the 
Company does not apply hedge accounting, all changes in the fair value of derivatives are recognized directly in earnings in the 
period of change. CUITently, the Company has not elected hedge accounting treatment and all changes in fair value of the 
Company's derivatives are recognized in current period earnings. 

Restricted Escrows and Reserves 

The Company is required to hold cash in restricted escrow accounts for insurance, real estate taxes and a replacement reserve. 
The escrows are used to pay periodic charges of real estate tmces and assessments, tenant improvements, and leasing 
commissions. The balances in the escrow accounts were $7,747,945 and $3,001,232 as of September 30, 2017 and December 
31, 2016, respectively. 

Deferred Leasing Costs and Incentives 

Direct and indirect costs, including estimated internal costs and leasing commissions, associated with the leasing oforeal estate 
investments owned by the Company are capitalized as deferred leasing costs and amortized on a straight-line basis over the 
term of the related lease as amortization expense. Unamortized costs are charged to expense upon the early tennination of the 
lease. Costs associated with unsuccessful leasing opportunities are expensed. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Deferred Leasing Costs and Incentives (continued) 

The Company had amortiz.ation expense for deferred leasing costs of $65,821 and $207,174 for the three and nine months 
ended September 30, 2017, respectively, and $73,320 and $220,302 for the three and nine months ended September 30, 2016, 
respectively. The Company had accumulated amortization for deferred leasing costs of$984,532 and $777,358 as of 
September 30, 2017 and December 31, 2016, respe�tively. 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. If the tenant allowance 
represents a payment for a purpose other than funding leasehold improvements, or in the event the Company is not considered 
the owner of the improvements, for accounting purposes, the tenant allowance is considered to be a lease incentive and is 
capitalized as a deferred leasing incentive and is amortized over the lease term as a reduction of rental revenue on a straight
line basis. 

The Company had amortization expense for deferred leasing incentives of$3,971 and $11,914 for the three and nine months 
ended September 30, 2017, respectively, and $5,371 and $35,714 for the three and nine months ended September 30, 2016, 
respectively. The Company had accumulated amortization for deferred leasing incentives of $70,921 and $59,007 as of 
September 30, 2017 and December 31, 2016, respectively. 

Intangible Assets and Liabilides 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant intangible 
assets and liabilities (such as above- and below-market leases and value of acquired in-place leases), and any assumed 
liabilities, and allocates the purchase price based on these fair value assessments. The Company records intangible assets and 
liabilities acquired at their estimated fair value apart from goodwill for acquisitions of real estate. The Company amortizes 
identified intangible assets and liabilities based on the period over which the assets and liabilities are expected to affect the 
future cash flows of the real estate property acquired. Lease intangibles (such as in-place or above-and below-market leases) 
are amortized over the term of the related lease. Above and below-market leases are amortized as a reduction in (addition to) 
rent revenue. The Company amortized $574,757 and $636,196 as a net reduction in rent revenue for above and below�market 
leases for the three and nine months ended Septem her 30, 2017, respectively, and $45,220 and $138, 709 for the three and nine 
months ended September 30, 2016, respectively. Amortization ofoother intangibles is recorded in depreciation and amortization 
expense. (See Note 10.) 

Defe"ed Financing Costs 

Costs incurred in connection with obtaining financing are netted against notes payable and are being amortiz.ed on a straight
line basis over the financing term and are included in interest expense. The Company had amorti7.ation expense of $925,008 
and $2,794,374 for the three and nine months ended September 30, 2017, respectively, and $121,094 and $433,475 for the 
three and nine months ended September 30, 2016, respectively. The Company had accumulated amortization of$3,932,587 
and $2,126,444 as of September 30, 2017 and December 31, 2016, respectively. 

·Tenant Improvement Allowance 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. In accounting for a tenant
allowance, the Company determines whether the allowance represents funding for the construction of leasehold improvements
and evaluates the ownership, for accounting purposes, of such improvements. If the Company is considered the owner of the
leasehold improvements for accounting purposes, the Company capitalizes the amount of the tenant allowance as building
improvements and depreciates it over the shorter of the useful life of the leasehold improvements or the related lease term. For
tenant allowances committed at lease inception and recorded as building improvements but not yet performed or completed, the
corresponding liability will be recorded as tenant improvement allowance payables.o
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TALON REAL ESTATE HOLDING CORP. 

NOTES 10 CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for th� three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING Poucms (continued) 

Tenant Impro11ement Allowance (con(!nued) 

As of September 30, 2016, the Company had tenant allowances recorded as building improvements of slJit.532�02� that did not 
have amortization expense in the three and nine months ended September 30, 2017 due to lease tenns that have not 
commenced as of that date. 

Impairment of Long-Lilied Assets 

Long-lived assets, such as real estate property, and purchased intangible assets subject to amortization, are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be fully 
recoverable. An impainnent loss would be recognized when the estimated future cash flows from the use and eventual 
disposition of the asset are less than the carrying amount of that asset As of September 30, 2017, a significant tenant of the 80 l 
East 5th Street St Paul property tenninated its lease as part ofits bankruptcy proceedings. This resulted in reduction of revenue 
from the acceleration of the amortization of the above market rent intangible of$500,102. In addition, amortization and 
depreciation expense increased by $I, 134,029 for the three months ended September 30, 2017 due to the acceleration of 
amortization for the in place lease intangible asset No impairment charges were recognized in the comparable periods of 20 I 6� 

Stock-based Compensation 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to Directors 
under a director compensation plan. Granted shares are considered issued and outstanding as of the date of vesting of the 
granted shares. Stock-based compensation is expensed on a straight-line basis over the vesting period an4 is valued at the fair 
value on the date of the grant The Company has recognized $24,500 and $11 O, 740 of compensation expense for the three and 
nine months ended September 30, 2017, respectively, and $145,150 and $342,720 of compensation expense for the three and 
nine months ended September 30, 2016, respectively. 

The Company may also issue common stock in exchange for goods or services of non-employees. These shares are either fully 
vested at date of grant or vest over a certain period during which services are provided. The Company expenses the fair market 
value of the services over the period in which they �e received. 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by partnership common units of the Operating 
Par1nership. The Company's interest in the Operating Partnership was approximately 68% and 65% of the common units of the 
OperatingPannership as of September 30, 2017 and December 31, 2016, respectively. The Operating Partnership's income is 
allocated to holders of units based upon the ratio of their holdings to the total units outstanding during the period. Capital 
contributions, distributions, syndication costs, and profits and losses are allocated to non-controlling interests in accordance 
with the terms of the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contn'butions, distributions, and profits and losses are allocated to the non-controlling interest based on membership 
percentages and terms of the operating agreement. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related lease agreement, inclusive of leases 
which provide for scheduled rent increases or rent concessions. Differences between rent income earned and base rent amotmts 
due per the respective lease agreements are credited or charged to deferred rent revenue or deferred rent receivable as 
applicable. When the Company enters into lease modifications or extensions with �urrent tenants, the deferred rent at the time 
of the extension is amortized over the remaining term of the lease, and the revised terms are considered a new lease. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other operating 
expenses are billed monthly based on current year estimated operating costs for applicable expenses. An additional billing or a 
refund is made to tenants in the following year after actual operating expenses are detennined. 

Income Taxes 

Deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary differences between the 
book carrying amounts and the tax basis of assets and liabilities. Deferred income tax assets and liabilities are measured using 
the enacted tax rates and laws that will be in effect when the temporary differences and carry forwards are expected to reverse. 
Accounting standards require the consideration of a valuation allowance for deferred tax assets if it is ''more likely than not" 
that some component or all of the benefits of deferred tax assets will not be realized. 

The Company's policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax position in 
the fmancial statemen� only if the position is more likely than not to be sustained on audit, based on the technical merits of 
the position. For tax positions meeting the more likely than not threshold, the amount recognized in the financial statements is 
the largest benefit that has a greater tf:ian 50 percent likelihood of being realized, upon ultimate settlement with the relevant tax 
authority. The Company has examined the tax positions taken in its tax returns and determined that there are no uncertain tax 
positions. As a result, the Company has recorded no uncertain tax liabilities in its consolidated balance sheet 

The Company is no longer subject to U.S. fede� state or local income tax examinations by tax authorities for the years before 
2013. The Company is not currently under examination by any taxing jurisdiction. In the event of any future tax assessments, 
the Company has elected to record the income tax penalties as general and administrative expense and any related interest as 
interest expense in the Company's consolidated statements of operations. 

Net Income (Loss) or Eamlngs Per Share 

Basic earnings per common share is computed by dividing net income available to common shareholders by the weighted 
average number of common shares outstanding during the period. Diluted earnings per share is computed by dividing net 
income by the weighted average common and potential dilutive common shares outstanding in accordance with the treasury 
stock method. 

Given that the Company has incurred operating losses for all periods presented, diluted earnings per share is not presented. The 
weighted average outstanding shares used in the basic earnings per share computation is 19,780,981 and 19,495,888 for the 
three and nine months ended September 30, 2017, respectively and 17,251,136 and 16,980,771 for the three and nine months 
ended September 30, 2016, respectively. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICmS (continued) 

Reclassifications 

Certain previously reported amounts have been reclassified to conform to the current financial statement presentation. The 
reclassifications had no impact on net loss or shareholders' equity. 

Recent Accounting Pronouncemenis 

In May 2014t the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This new standard will eliminate 
all industry-specific guidance and replace all current U.S. GAAP guidance on the topic. The new revenue recognition standard 
provides a unified model to determine when and how revenue is recognized. The core principle is that a company should 
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration 
for which the entity expects to be entitled in exchange for those goods or services. Lease contracts are specifically excluded 
from the new accounting guidance. This guidance will be effective for the Company beginning January 1, 2019 and can be 
applied either retrospectively to each period presented or as a cumulative-effect adjusnnent as of the date of adoption. We are 
currently assessing the impact on the Company's consolidated fmancial statements. 

During February 2016, the FASB issuedASU No. 2016-02, Leases. ASU No. 2016-02 was issued to increase transparency and 
comparability among organizations by recognizing all lease transactions (with tenns in excess of 12 months) on the balance 
sheet as a lease liability and a right-of-use asset (as defined). ASU No. 2016-02 is not expected to significantly impact the 
accounting for leases by lessors. ASU No. 2016-02 is effective for fiscal years beginning after December 15, 2018, including 
interim periods within those fiscal years, with earlier application permitted. Upon adoption, the lessee will apply the new 
standard retrospectively to all periods presented or retrospectively using a cumulative effect adjustment in the year of adoption. 
The Company is currently assessing the effect that ASU No. 2016-02 will have on its results of operations, financial position 
and cash flows. 

In March 2016, the F ASB issued ASU 2016-08 - "Revenue from Contracts with Customers: Principal versus Agent 
Considerations." The amendments of this standard are intended to improve the operability and understandability of the 
implementation guidance on principal versus agent considerations. The effective date for ASU 2016-08 is the same as the 
effective date for ASU 2014-09 and ASU 2015-14. The Company is currently evaluating the impact that ASU 2016-08 will 
have on its statement of financial position or financial statement disclosures. 

In March 2016, the FASB issued ASU No. 2016-09, Compensation- Stock Compensation (fopic 718): Improvements to 
Employee Share-Based Payment Accounting, which wilJ reduce complexity in accounting standards related to share-based 
payment transactions, including, among others, (I) accounting for income taxes, (2) classification of excess tax benefits on the 
statement o'r cash flow, (3) forfeitures, and (4) statutory tax withholding requirements. Toe ASU is effective for annual 
reporting periods beginning on or after December 15, 2016, and interim periods within those annual periods. The Company 
adopted ASU 2016-09 effective January 1, 2017. There was no impact of adoption on the results of operations, fmancial 
position or cash flows as a result of adoption. 

In August 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") 2016-
15-Statement of Cash Flows (Topic 230); Classification of Certain Cash Receipts and Cash Payments. ASU 2016-1 S 
provides guidance for eight specific cash flow issues with respect to how cash receipts and cash payments are classified in theo
statements of cash flows, with the objective of reducing diversity in practice. Toe effective date for ASU 2016-15 is for annualo
periods beginning after December 15, 2017, and interim periods within those fiscal yean;. Early adoption is permitted. Theo
Company is currently assessing the impact of this new standard on its financial statements.o
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TALON REAL ESTA TE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

In Ianuacy· 2017, the FASB issued ASU 2017-01 - "Business Combinations (Topic 805): Clarifying the Definition of a 
Business." The amendment is intended to clarify the definition of a business with the objective of adding guidance to assist 
entities with evaluating whether transactions should be accounted for as acquisitions ( or disposals) of assets or businesses. The 
definition of a business affects many areas of accounting including acquisitions, disposals, goodwill, and consolidation. The 
effective date for ASU 2017-01 is for annual periods beginning after December 15, 2017, and interim periods within those fiscal 
years. The Company currently anticipates that it will adopt the new guidance effective January I, 2018 and that the guidance 
will result in acquisitions of operating properties being accounted for as asset acquisitions instead of business combinations. The 
adoption ofthjs guidance will change the Company's accounting for the transaction costs for acquisitions of operating properties 
such that transaction costs will be capitalized as part of the purchase price of the acquisition instead of being expensed as 
acquisition-related expenses. The ASU is required to be applied prospectively. 

NOTE4-TENANT LEASES 

The Company leases various commercial and industrial space to tenants over terms ranging from month-to-month to_ twelve _o_ 
Y..�-�: .. ��.1!1-�_o_f_�e leases have renewal options for additional t�s. The leases expire at various dates from Qc.l.Q�!.�P.J§t� 
December 2027i- Some leases provide for base monthly rentals and reimbursements for real estate taxes and common area 
maintenance. 

The Company has the following future minimum base rentals on non-cancellable leases, including leases entered into 

jncludedhl-ttae-above table.are b�e lease paymenis d�� begirtoing j�uiuyi� ·2ofs-�ialiµjj·s�s�6�7
l
��ofoiri"s�#lauit �to

subsequent to September 30, 2017: 

2017 

2018 

2019 
M�M37i
1,,868;41�o

2020 

2021 
�.�7i_1_9Jj 
_2;_8�,s� 

Thereafter 12.008,648 
$ �9,893;623! 

-
�Oas 11qt -�pi��-�� .. y�� b�!fm.-.�h!.�� W.'-'.&�y� �•����c;JJ��-��#.a�i,.t-
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succeeding fiscal years and thereafter as follows: 

Amount 
2017 $ 34800 95il 
2018 

2019 
�:�1:4441 

!J22,112 
2020 iH>1sj7.25� 

$ :S;B9l,'75� 

TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTES-NOTES PAYABLE 

The following tables summarize the Company's notes payable. 

Loan Description Loan Type 
Talon First Trust, LLC Mortgage Secured Ooatiog rate interest only 
Talon First Trust, LLC Mortgage Secured floating rate illlerest only 
Talon First Trust. LLC. -Promissory Note<•> Unsecured fixed rate lnte�t only 
Talon First Trust, LLC. -Promissory Note 'Unsecured fixed rate interest only 
Talon First Trust, LLC. -Sale of Future 
Receivable <-'> 

Sec below CJ> 

Talon Bren Road, LLC Mortgage Secured fixed rate 
Talon Bren Road, LLC Mortgage 1 Secured fixed rate 
Talon Bren Road, LLC Mortgage 2 Secured fixed rate interest only 
Talon Bren Road, LLC HV AC Loan Unsecured fixed rate 
Talon Bren Road, LLC Roof Loan Unsecured fixed rate interest only 
S130 Industrial Street, LLC Mortgage I Secured fixed rate 
5130 Industrial Stteet, LLC-Mortgege 2 Secured fixed rate 
Talon OP, L.P. -Promwory Note - Related 
Party("> Unsecured fixed rate interest only 

Talon OP, L.P. -Promissory Note Unsecured fixed rate interest only 
Talon OP, L.P. -Promissory Nofcstl> Unsecured fixed rate interest only 
Talon OP, L.P. -Promissory Note l:Jnsccured fixed rate 
Other Unsecured fixed rate interest only 
Other Unsecured fixed rate interest only 

Lesds: unamortized deferred financing COSIS 
Notes payable, net 

Maturity Date 
July s.2011 

Janumy 26, 2018 
October 24, 2017 

See below 
Sccbelowdm 

July l, 2018 
May28,2019 
March I, 2017 
June 1,2019 
June 1,2019 
April 8, 2017 
April 8, 2017 
June 30, 2016 

July 31, 2017 
June 30, 2016 

January 15, 2018 
July 1,d2018 

June 30, 2016 

Interest 
Rate 
6.04% S 

132S% 
10.00o/4 
10.00% 

(3) 

9.50% 
4.65% 

16.00% 
8.00% 
8.00% 
6.05% 

12.75% 
10.00% 

3.00% 
10.00% 
15.00% 
4.50% 

24.00% 
$ 

s 

Principal Balance At 
September 30, December 31, 

2017 
• $ 

51,600,000 
1,095,764 

15,127,000 

62.SOO 
225,000 

3,968,876 
292,609 
896,995 

654,926 
1,476,498 

8S,921 
500,000 

75,986,089 s 
(1,517,447) 
74d468,642 $d.d

2016 
32,000,000 

1,008,908 
S9,489 

430,500 

10,858,648 
2,000,000 

84,472 
225,000 

3,981,740 
292,941 
500,000 

654,926 
1,000,000 

271,287 

81
1
800 

53,449,711 
{496,063) 

52d953d648 . .d

(1) Oo July 24, 2017, � $1,330,167 promissory note was amended and restated, based on the payment of combined principal and interest of$300,000,d
to a S 1,095,764 promissory note, plus interest on the unpaid balance at I 0%. The entire principal balance shall be due and payable on the earlier of 
October 24, 2017 or upon a time that the Company refinances or sells i1s property located at 1030 I Bren Road. 

(2)d In 2015, the Company entered into two separate $500,000 unsecured promissory notes with the same unrelated party. The notes bore interest at 
rates froml4%to24%annually throughJmte 30, 2016 after which time the notes ac:crued interest at 26%. On May 19, 2017. ajudgment was 
entered against the Company in the amount ofSI,476,498. As of the date of the judgment, the interest rate on the note changed to 10% under 
Minnesota Statutes. 

(3) Owing 2016 the Company received funds from four different sources. As of September 31, 2017, the total outstanding balance was $0 for the sale 
of fubJre receivables at the property located at 180 Em 5th Street. Per F ASB ASC 470-10-25, which provides guidance on funds received from 
sales of future receivables, this transactioo has been classified as debt and included in notes payable. The agreements are guaranteed by ad
shareholder of the Company.d

( 4) On August 2014, the Company entered into a $S00.000 umecured promissory note with a related party. one of ilS then current directors. The noted
bad an original mawritydate of February 8, 2015. The Company extended the maturity date of the note in 201S and 2016. In October 2016, thed
former director ffled a summons and complaint in the State of Minnesota claiming that the Company breached its obligation under the note. In Aprild
2017, this matter went to trial and the plaintiff was awarded $897,695. As of the date of the judgment, the interest Illfe on the note changed to 10%d
under Minnesota Statutes. On May 31. 2017, the Com1 granted a Charging Order against the Company and Talon OP L.P. where the Company andd
Talon OP L.P are required to pay all profits and distributions to the plaintiff until the full amount of the judgment is paid and satisfied.d

The Company is required to make the following principal payments on our outstanding notes payable for each of the five 
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TALON REAL ESTATE HOLDING CORP. 

NOTES m CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE S-NOTES PAY ABLE (continued) 

The Company is required to periodically fund and maintain escrow accounts to make future real estate tax and insurance 
payments, as well as to fund certain capital expenditures. 

On January 27, 2017, Talon First Trust, LLC entered into a Loan Agreement (the "Gamma Loan") with Gamma Real Estate 
Capital LLC (the "Lender"), a Delaware limited liability company, in the principal amount of$51,600,000. The loan bears an 
interest rate equal to the sum of(i) the greater of (x) the Prime Rate as published in the Wall Street Journal, and (y) the LIBOR 
Floor, plus (ii) a margin of9.00% per annum, and has an initial maturity date of January 26, 2018 with two 6-month options for 
the Company to extend upon satisfaction of certain conditions. Pursuant to the Gamma Loan, approximately $5,298,000 has 
been deposited into an interest reserve account to be applied toward monthly interest payments to the Lender. The Gamma 
Loan is secured by (i) a mortgage on the Company's interest in its building located at 180 East 5th Street, St. Paul, Minnesota, 
{ii) an assignment oflease and rents, (iii) 100%, of the membership and ownership interests in the Parent, and (iv) other 
collateral specified in the Gamma Loan documents. The Gamma Loan documents contain events of defiwlt that are customary 
for loans of this type. The loan proceeds were used to pay-off the existing mortgage on the 180 East Slh Street property, redeem 
the Talon OP preferred units, and fund various escrows and reserves related to the property. 

In addition to a personal guarantee by the Company's Chief Executive Officer, a guarantee was secured from First Tracks, 
LLC (see Note 13). 

On June 21, 2017, Talon Bren Road, LLC, entered into a transaction that included a Promissory Note Secured by a Mortgage 
and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amount of $15,127,000. The Note bears 
interest at a rate equal to 9 .5% per annum and has an initial maturity date of June I, 2018. The Note is subject to a balloon 
payment upon maturity in the amount of$15,246,755, which is comprised of the unpaid principle·balance of$15,127,000 and 
the unpaid interest only payment of$119,755. The loan is guaranteed personally by the Company's Chief Executive Officer. 
The transaction closed and funds were transferred on June 23, 2017. In addition, we entered into an wisecured Promissory Note 
with MCC Capital, in the principal amount of $165,000 and agreed to pay the principal balance plus I 00/4 on July 10, 2017. 
Proceeds from the Promissory Notes were used to satisfy the events of default on the 10301 Bren Road property. 

Under the terms of the Contnbution Agreement with Bren Road L.L.C., the contributor of the property acquired through Talon 
Bren Road, LLC, and related agreements, the principal and interest payments due on the Talon Bren Road, LLC HV AC and 
Roof Loans are being set-off against other amounts due from Bren Road L.L.C. 

NOTE 6-CONCENTRATIONS 

The Company has three tenap.ts that �!lt approximately �i% of the Company's total rentable space as of September 30, 2017 
with base rent representing �4f/4 and ���/4 of total base rent revenues for the three and nine months ended September 30, 2017, 
respectively. For the same periods in 2016, the same three tenants rented approximately 3 I% of the space, with base rent .. 
representing 64% and 63%, respectively, of the total base rent revenues. The largesqenant currently rents approximately/�% 
of the Company's rentable space. The Company had two parties who accounted for l�% and 83% of the total rent and other 
receivables balance as of September 30, 2017 and December 31, 20 16, respectively. 

NOTE 7 -RESTRICTED ESCROWS AND RESERVES 

According to the terms of the Company's notes payable agreements (Note 5), the Company is required to make monthly and 
quarterly deposits to various escrow and reserve accounts for the payment of real estate taxes, tenant improvements and leasing 
commissions. The Company had $7,474,945 and $3,001,232 in restricted escrows and reserve accounts as of September 30, 
2017 and December 31, 2016, respectively. 
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TALON RE AL ESTATEHOLDINGCORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE8-COMMITMENTSANDCONTINGENCIES 

On June 7, 2013, Talon RE, entered into a contribution agreement with the remaining interest holder of 5130 LLC pursuant to 
which it will acquire the remaining 51 % interest in 5130 LLC in exchange for 2,820,810 shares of our common stock, subject 
to receiving consent to the transfer from 5130 LLC's lender. 

The Company entered into a property lease agreement relating to rental of office space. This non-cancellable lease has a 
remaining term of 33 months. The lease is subject to periodic adjustments for operating expenses. The future net minimum 
rental payments for this lease are as follows: 

Years ending December 311 
2017 (remaining three months) 
2018 
2019 
2020 

$ �.J,1� 
84,664 
89,187 
45,876 

$ /28M75. 

On May 31, 2017, the Court granted a Charging Order against the Company and Talon OP L.P. where the Company and Talon 
OP L .P are required to pay all profits and distributions to a former director until the full amount of an $897,695 judgment 
related to a 2014 promissory note is paid and satisfied. 

Legal Proceedings 

The Company is sometimes involved in lawsuits and other legal proceedings arising in the nonnal course of business. 
Currently the Company is a party to various legal proceedings. We accrue a liability for litigation if an unfavorable outcome is 
probable and the amount of loss can be reasonably estimated. If an unfavorable outcome is probable and a reasonable estimate 
of the loss is a range, we accrue the best estimate within the range; however, if no amount within the range is a better estimate 
than any other amount, the minimwn within the range is accrued. Legal fees related to litigation are expensed as incurred. We 
do not believe that the ultimate outcome of these matters, either individually or in the aggregate, could have a material adverse 
effect on our financial position or overall trends in results of operations; however, litigation is subject to inherent uncertainties. 

NOTE 9 -RESTRICTED STOCK 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to directors 
under a director compensation plan. The 2013 Equity Incentive Plan dated June 7, 2013 (the "Plan") allows up to 1,500,000 
shares to be issued and granted to employees, non-employee directors and consultants. Authorized shares automatically 
increase on January 1 of each year by three percent of the outstanding shares of common stock as of December 31 of the 
immediately preceding year. Employee awards granted are subject to various vesting periods from immediate to 60 months. 
Vesting provisions have included monthly vesting and various fonns of cliff vesting. 

The Non-Employee Director Compensation Plan allows shares of restricted common stock to be granted to board members and 
is included under the Plan. Director awards granted have included various vesting periods from immediate to 19 months. 
Vesting provisions are generally cliff vesting at various dates specified in the awards. 

As of September 30, 2017, the Company had granted 1,093,759 shares to employe� and 480,000 shares to Directors, net of 
forfeitures, under the Plan. Of the employee shares granted, 300,000 remain unvested as of September 30, 2017. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STA TEM:ENTS 

As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE 9 - RESTRICTED STOCK (continued) 

The following table sets forth a smnmary of restricted stock for the three and nine months ended September 30, 2017: 

Numberof 
Restricted 

Weighted-average 
Grant Date 

Total Restricted Stock Shares Fair Value 
Granted and notvested, June 30, 2017 
Granted 

300,000 S 0.98 

Vested 
Forfeited or rescinded 
Granted and not vested, September 30, 20 16 300,000 _s ____ =-o_.9_8 

Number of 
Restricted 

Weighted-average 
Grant Date 

Total Restricted Stock Sbares Fair Value 
Granted and not vested, December 31, 2016 
Granted 

360,000 $ . 0.98 

Vested 
Forfeited or rescinded 

(60,000) l.00 

Granted and not vested, September 30, 2017 300.000 s . 9 8e====::::iio • =

Total unrecognized compensation expense related to the outstanding restricted stock as of September 30, 2017 was $212,334, 
which is expected to be recognized over a weighted average period of 26 months. The Company recognized $24,SOO and 
$110,740 OF stock-based compensation expense for the three and nine months ended September 30, 2017, respectively, and 
$145,150 and $342,720 for the three and nine months ended September 30, 2016, respectively, � is included in salary and 
compensation expense in the consolidated statements of operations. The Company used 0% for both the discount factor and 
forfeiture rate for determining the fair value of restricted stock. The Company has limited history to determine forfeiture trends 
and the Company considers the discount rate to be immaterial. 

Numberof 
Restricted 

2013 EquityIncentive Plan Restricted Stock Shares 
Authorized but not granted or issued, December 31, 2016 1,376,551 
Authorized increase in Plan shares 514,079 
Granted 
Forfeited or rescinded 
Authorized but not granted or issued, September 30, 2017 1,890.630 

19 



(357,108} 

TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE IO-INTANGIBLE ASSETS AND LIABILITIES 

The Company's identified intangi�le assets and liabilities at September 30, 2017 and December 31, 2016 were as follows: 

September 30, December 31, 
2017 2016 

Identified intangible assets:rO 
In-place leases 
Above-market leases 

Accumulated amortiz.ation 
Net carrying amount 

$ 10,078,055 
1,832,939 

f9t778z330} 
s tl3;664 

$ 10,078,055 
1,832,939 

{62
445

2
391} 

$ 514651603 

September 30, December 31, 
2017 2016 

Identified intangible liabilities: 
Below-market leases $ 507,746 $ 507,746 

Accumulated amortization 
Net carrying amount 

{443J65} 
$ 64,381 $ 1501638 

The effect of amortization of acquired intangI"ble assets and liabilities was a net charge of $2,171,938 and $3,246,681, 
respectively, for the three and nine months ended September 30, 2017 and $539,336 and $1,622,925 for the three and nine 
months.ended September 30, 2016, respectively. Above-market leases, included in intangible assets, are amortized as a 
reduction of rent revenue and totaled $574,219 and $722,453 for the three and nine months ended September 30, 2017, 

. respectively, and $74,118 and $225,402 for the three and nine months ended September 30, 2016, respectively. Below-market 
leases are amortized as an addition to rent revenue and totaled $28,462 and $86,257 (or the three and nine months ended 
September 30, 2017, respectively, and $28,898 and $86,693 for the three and nine months ended September 30, 2016, 
respectively. Amortization of in-place leases, recorded as a component of depreciation and amortization, was $1,626,181 and 
$2,610,485 for the three and nine months ended September 30, 2017, respectively, and $494,117 and $1,484,217 for the three 
and nine months ended September 30, 2016, respectively. In-place leases, and above and below-market leases had a weighted 
average amortization period of 4.5 years in the year acquired 

Above-market and in-place lease intangible amortization was significantly impacted by the departure of a major tenant from 
the 801 East 5th Street property in St. Paul. The tenant filed for Chapter 11 bankruptcy in March 2017 and ultimately renounced 
its lease effective September 30, 2017. Above-market lease intangible amortization increased by $500,102 and in-place lease 
intangible amortiz.ation increased by $1,134,029 reflecting the write-off of unamortized intangi"ble assets related to this tenant. 
These two amounts are reflected as a reduction to rent revenue and increase to depreciation and amortiz.ation, respectively, in 
the condensed consolidated statement of operations for the three and six month periods ending September 30, 2017. 

The estimated annual amortization of acquired intangiole assets and liabilities for each of the five succeeding fiscal years is as 
follows: 

Years ending December 31
2 

Assets Liabilities 
2017 (remaining 3 months} $ 666,924 � !28,89� 
2018 M.4_11s.9.�o �Jj,84�o2019 ;t,6s4,921i !�.7� 
2020 p,11s,1,� u 
2021 388,020 � P 

$ 3,771,188 $ 64,381 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE II -HEDGING ACTMTIES 

The Company may use derivative instruments as part of its interest rate risk management strategy to minimize significant 
unanticipated earnings fluctuations that may arise from variable interest rates associated with existing borrowings. On July 2, 
2014, the Company entered into an interest rate cap contract for the notional amount of $33,000,000 with a strike rate of 2.5% 
on one month LIBOR as a hedge for a floating rate debt entered into on that date. The interest rate cap expired on July 5, 2016. 
The interest rate cap was issued at approximate market terms and thus no fair value adjusttnent was recorded at inception. The 
Company did not elect hedge accounting treatment for the rate cap and as such, changes in fair value are recorded directly to 
earnings. 

NOTE 12 -MANDATORILY REDEEMABLE PREFERRED OPERATING PARTNERSHIP UNITS 

On July 2, 2014, the Company issued 30,000 preferred units, at a price of$100 per unit, totaling $3,000,000. These preferred 
unit holders are entitled to distributions at a rate of 6% per annum of their liquidation preference amount of $100 per unit 
which are cumulative from the date of issuance and are payable monthly (to the extent there are sufficient distributable 
proceeds). On and after July 2, 2020, the Company shall redeem the units, in whole, at the liquidation preference price of $100 
per unit, plus accrued and unpaid distributions. The preferred units have been classified as a liability in the consolidated 
balance sheet as the preferred liquidation preference amount is mandatorily redeemable in specific amounts at specific dates in 
the future. The liquidation preference amount totaled $3,000,000 as of December 31, 2016. The preferred units were redeemed 
on January 27, 2017. 

NOTE 13-RELATED PARTY TRANSACTIONS 

In October 2016, the Company entered into a loan guaranty agreement with one of our shareholders, First Tracks LLC, to 
guaranty additional debt financing on behalf of the Company. Total fees of approximately $70,000 were paid by the Company 
to First Tracks during 2016 pursuant to this agreement. 

First Tracks, LLC also provided a guarantee on the issuance of debt secured by the property owned by Talon Bren Road, LLC. 
Fees of$55,000 was paid to First Tracks, LLC on January 5, 2017 for this guarantee. 

The Gamma Loan (see Note 5) entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As consideration for the 
guarantee, Talon Real Estate Holding Company issued First Tracks LLC 2,500,000 shares of its common stock on January 27, 
2017 and paid a fee of$750,000. 

NOTE14-SUBSEQUENT EVENTS 

fri:. ....... •··-- - -··- .. . . . . .. ·-•-·-·-·· -----� ......... ·- .. . . ...... '. ·- . ... . ···,--•·•-· .. ' . . . ..• ··- . -·- .. ·-,·-·-·-·•·,--··--·-·-·· - ... .. .. 1rne Company has evaluated subsequent events for items that require recognition or disclosu.re in the Company's financial 
�tatements ·thi:ough the-� these financial statements wereJssu�d.-All significant subsequent eyents. hav� occwrnig after Jun� 
�0, _2017 thafcould have a_ niateria[ effect QD th�e financial statements have· been fully.;.dis�Iosed in the :notes to tb.:e.·ffu.�.'?-�a-� 
��ents -� �f_�Jo.�_�e y� ��J>ecember 31, 2017 :�_fded_ ui.Q�_F'_Q.nn HH{;.� _,2Ql8-� 

NOTE 15 -GOING CONCERN 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, fund 
and maintain our operations and assets, acquire properties, make distributions to om shareholders and other general business 
needs. In the short-term, we have incurred significant expenses related to completing building and tenant improvements at om 
properties, and pursuing our acquisition strategy creating a cash shortfall !,)lrough September 30, 2017. 

Our short-term liquidity requirements consist primarily of funds needed to pay for operating expenses and other expenditures 
directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-term growth through 
acquisition of properties as well as general and administrative expenses operating as a public company. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STA1EMENTS 
As of September 30, 2017 and for the three and nine months ended September 30, 2017 and 2016 (unaudited) 

NOTE IS - GOING CONCERN (continued) 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity for the 
foreseeable future. Om current liabilities exceed our unrestricted cash and we have very limited cash flow from current 
operations. As of September 3 0, 20 I 7, we had unrestricted cash of $44,500 and current liabilities including tenant 
improvement allowances, unsecured debt, accounts payable and accrued expenses substantially in excess of the available cash. 
We therefore will require additional capital and/or increased cash flow from future operations to fund our ongoing business. 
The loan secured by the property at 180 E. Fifth Street may be accelerated by the lender which would require refinancing or 
sale of the property. We may also be unable to borrow or obtain sufficient funds for repayment on terms acceptable to us or at 
all, and our ability to obtain future financing may also be impacted negatively. 

There is no guarantee that we will be able to raise any required additional capital or generate sufficient cash flow from our 
current and future operations to fund our ongoing business. If the amount of capital we are able to raise together with our 
income from operations is not sufficient to satisfy our capital needs, we may be required to cease our operations or alter our 
growth plans. If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less than 
the value at which those assets are carried on our consolidated financial statements, and it is likely that investors will lose all or 
a part of their investment. 

Although we plan to aggressively pursue acquisitions to grow our business there is no assurance that we will be able to acquire 
additional properties in the future or obtain the necessary financing to acquire such properties. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy CU1Tent 
liabilities and do not provide us with adequate liquidity for the foreseeable future, we anticipate that we will undertake future 
debt or equity financings or if necessary, sell certain of our property holdings in 2017 or 2018. 

In the future, we may use a number of different sources to finance our liquidity needs, including cash flows from operations, 
issuance of debt securities or equity securities (which might be common or preferred stock), private financings (such as 
additional bank credit facilities, which may or may not be secured by our assets), asset sales, seller financing, property-level 
mortgage debt, or any combination of these sources, to the extent available to us, or other sources that may become available 
from time to time. Any debt that we incur may be recourse or non-recourse and may be secured or unsecured. We may incur 
substantial costs in pursuing future capital fmancing, including investment banking fees, legal fees, accounting fees, and other 
costs. Although we have successfully raised equity capital in the past, we cannot be assured that we will be able to continue to 
be successful in raising capital through issuance of securities. Our ability to obtain needed financing may be impaired by such 
factors as the capital markets, our status as a new enterprise without significant assets or demonstrated operating history, and/or 
the loss of key management. There is no guarantee that we will be able to raise any required additional capital or generate 
sufficient cash flow ftom our current and proposed operations to fund our ongoing business. 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 

The following discussion should be read in conjunction with the financial statements and related notes included 
. elsewhere in this report. This discussion and analysis contains forward-looking statements that involve risks and uncertainties. 

Our actual results may differ materially from those anticipated in these forward-looking statements as a result of various 
factors, including those set forth under "Risk Factors" in our Annual Report on Form 10-Kfor the year ended December 31, 
2016. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update them in 
light of new irrformation or future events. 

Overview 

We are a real estate investment company focused on investing in office, industrial and retail properties located in the 
Midwest and South Central regions of the United States. We target properties located in the area bounded by Minnesota and 
Texas to the north and south, and by Illinois and Colorado to the east and west, although we will consider properties outside 
this target area ifwe identify attractive opportunities. We believe these marlcets are currently underserved in financing and 
market transaction options for which we �an provide advantageous solutions. We believe the size and location ofopportunities 
in this region will be a desirable fit for our real estate portfolio and can be pursued at attractive yi�lds. 

Our Current Property Interests 

We currently own an interest in four properties located in and around the Minneapolis-St. Paul metropolitan area of 
Minnesota. 

We own a 49% interest in an entity that owns an industrial complex consisting of two buildings with approximately 
171,639 square feet located in the Minneapolis-St. Paul metropolitan area. We have entered into a contribution agreement to 
acquire the remaining interest in this entity, subject to receiving consent to the transfer ftom the entity1s lender. 

We also own a 227,000 square foot building situated on 20 acres of land in Minnetonka, Minnesota and an 856,223 
square foot thirteen-story office tower located in downtown St. Paul, Minnesota. As of September 30, 2017 the combined 
occupancy for all of the buildings in our portfolio was 69%,. In April 2015, the Company executed a lease in the St. Paul 
building for a significant new tenant that would increase the occupancy of our portfolio by over 14% upon occupancy. The 
lease was amended on January 27, 2017 to resolve certain disputes between the Company and the tenant and as amended, the 
lease is schedule to commence on January 1, 2018. 

The following table sets forth information regarding our 5 largest tenants as of September 30, 2017. tf9j:x,�up-�ted.]i 

Percentage Percentage 
Approx. of of Company's 

Total Company's Base Rent Total Base Rent 
Leased Rmtable for the nine for the nine 

Primary Lease Square Square months ended months ended 
Pro�!:!! Locadoo en Tenantlndu!!!;2'. Use Exeiration Feet Feet Seet. 30z 2017 Seet. lOz 2017 

180 E 5th Street, HealthCare Office 4/30/2018 119,490 120/a $ 1,364,382 23% 
St PauiMN 
180 E 5th Street, Government Office S/31/2020 89,130 9% $ 1,162,903 19% 
St Paul, MN 
180 E 5th Street, Retail Office 3/31/2020 102,577 I 00/4 $ 959,232 16% 
SlPaul,MN 
5130 Industrial St, Construction Industrial 2/28/2021 61,500 6% $ 164,854 3% 
Maple Plain, MN 
1350 Budd Ave, Construction Industrial 2/28/2018 29,903 3% $ 81,533 1% 
Maple Plain. MN 

(l) The two properties located in Maple Plain. MN lease approximately�:�% of the Company•s rentable space and account for approximately�•% of the 
Company's total base rent revenues for both the three and nine months ended September 30, 2017 and 6% for both the three and nine months ended 
September 30, f() 16. The property located in Minnetonka, MN leases approximately liJWo of the Company's rentable space and accounts fore
approximately·!�% and ��/4 of the Company's total base rent revenues for the three and nine montm ended September 30, 2017, respectively, and 190/4 
and 18% for the three and nine months ended Scptem�r.30, 2016, respectively. No major tenants are located at lhe property ip_�nnetonks. MN. The 
property located in St Paul, MN leues approximately� of the Company's rcntable space and accounts for approximately�§% of the Company's total 
base rent revenues for both the tluce and nine months ended September 30, 2017 and 76% for both the three and nine months ended September 30, 2016. 
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The future square feet expiring for all current leases, including leases entered into subsequent to September 30, 2017: 

Years ending December 31, 

5130 Industrial St 1350 Budd Ave 10301 Bren Rd 180 Egli St 
Maple Plain, MN Maple P1aiD. MN Mhmetonka. MN St.PauJ,MN Total 

2017 ,-·-·2rs ��1 ---·1i 

2018 
20)9 H 

4 2020 
�;3.?.,� 

il 
2021 
Thereafter I'\ �9� 

ltit.S,71� il64;,472 

c1> 0njij,ii1(2ot6�flieeomPinY���eai��"a"rist#to•�-tiie.1ease·fotT-if�i®·squme��to.ccifuiniii1cgeci·c1e� 
F'� to� com�letion•.aru1 d�iv.ery of.lho b� � �-imJm?vcm.� wider the I�. the-1��was, � on��-27._29,!7.tg 
tesofvc certailf dis_p• between tfle_ Company _and the tenant Ind as �...J!ie Jeme i�scfie4uled to.�cncc_9D-January 1,_201_�1 

Management may periodically sell certain properties including core income-producing and value-added properties for 
various reasons based on individual circumstances and opportunities. Proceeds from the sale of such properties may be used to 
repay related property debt, pay transaction expenses, acquire or invest in other properties and for general corporate purposes 
including satisfying existing liabilities. 

Factors That May Influence Our Operating Results 

Acquisition Strategy. We plan to grow our business through the acquisition of new properties, initially targeting 
properties that meet the criteria described above under "Overview" and elsewhere in this report. We expect the properties we 
acquire will be subject to mortgage financing and other indebtedness that we will assume or refinance. Debt service on such 
indebtedness will have a priority over any distributions with respect tQ our common stock. 

Rental Revenue. The amount of net rental revenue generated by our properties depends primarily on our ability to 
maintain the occup8E-�Y rates of currently leased space and to lease space that becomes available. As of September 30, 2017, 
our propenies were 6�% leased. We believe that the average rental rates for our properties are generally equal to the cUITent 
average quoted market rates. Negative trends in one or more of these factors such as a decrease in rental rates or a decrease in 
demand for our propenies could adversely affect our rental revenue in future periods. Future economic downturns affecting the 
Minneapolis-St. Paul metropolitan area or downturns in our tenants' businesses that impair our ability to renew leases or re-let 
space or the ability of our tenants to fulfill their lease commitments could adversely affect our revenues. In addition, growth in 
rental revenue primarily will depend on our ability to acquire additional properties that meet our investment criteria. 

Conditions in Our Markets. Our current properties are located in the Minneapolis-St. Paul metropolitan area. Positive 
or negative changes in economic or other conditions in this area, or areas in our prospective proprieties, including employment 
and wage rates, natural disasters and other factors, may impact our overall performance. Our ability to grow in our broader 
market throughout our region may also be impacted by these factors. 

Operating Expenses. Our operating expenses primarily consist of property taxes, management fees, utilities, insurance 
and site maintenance costs. As of September 30, 2017, some of our leases required tenants to reimburse us for a share of our 
operating expenses. Increases or decreases in any unreimbursed operating expenses, either due to the nature of the expenses not 
requiring re�bursement from our tenants or due to a reduction in leased square footage requiring tenant reimbursement of a 
portion of our operating expenses, will impact our overall performance. Legal fees incurred in 2017 and 2016 were significant 
due to the Company1 s acquisition and refinancing activities, as well as litigation expenses. We expect an increase in legal fees 
associated with these activities and business matters customary to a public real estate holding company, as well as our ongoing 
litigation. 

Interest Expeme. Our interest expense will depend on the amounts we borrow as well as the interest rates charged by 
our lenders. Our current loan agreements are a mix of both fixed and floating rates, as well as secured and unsecured by our 
properties. Our aggregate interest expense may increase as we acquire properties and could fluctuate between periods based on 
the variable rate loan arrangements, if we do not hedge any such interest rate risk. 

24 

https://��-27._29,!7.tg


Critical Accounting Policies and Estimates 

Our discussion and analysis of the historical financial condition and results of our operations are based upon our 
fmancial statements which have been prepared in accordance with US GAAP. 

The preparation of these condensed consolidated financial statements in conformity with US GAAP requires 
management to make estimates and assumptions in certain circumstances that affect the reported amounts of assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and expenses in the reporting period. 
Actual amounts may differ from these estimates and assumptions. We have provided a summary of our significant accounting 
policies in the notes to the consolidated fmancial statements of our company elsewhere in this report. We have summarized 
below those accounting policies that require material subjective or complex judgments and that have the most significant 
impact on our financial condition and results of operations. We evaluate these estimates on an ongoing basis, based upon 
information currently available and on various assumptions that we believe are reasonable as of the date hereof. Other 
companies in similar businesses may use different estimation policies and methodologies, which may impact the comparability 
of our results of operations and financial condition to those of other companies. There have been no significant changes to 
those policies during the three and nine months ended September 30, 2017. 

Investment in Real Estate and Fixed Assets 

Inves1ment in real estate and fixed assets are carried at cost less accumulated depreciation and amortization. Property 
such as land, building and improvements includes cost of acquisitions, development, and construction, and tenant allowances 
and improvements. Maintenance and repairs are expensed as incurred, and major improvements are capitalized We allocate the 
cost of an acquisition, including the assumption of liability, to the acquired tangible asset and identifiable intangibles based on 
their relative fair values. We assess fair value based on estimated cash flow projections that utilize appropriate discount and/or 
capitalization rates and available market information. Estimates of future cash flows are based on a number of factors including 
historical operating results, known and anticipated trends, and market economic conditions. 

We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible assets (including 
land, buildings and personal property) detennined by valuing the property as if it were vacant, and identifiable intangibles 
based on their relative fair values. Acquisitions of real estate are recorded based upon prelimiruuy allocations of the purchase 
price to management's assessment of the fair value of tangible and intangible assets and any �urned liabilities acquired which 
ace subject to adjustment as additional information is obtained up to one year after the date of acquisition. Adjustments to 
preliminary allocations of purchase price are adjusted prospectively when all information necessary to determine the relative 
fair values has been received. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for building, 
improvements, and furniture and equipment, and the term of the lease for tenant improvements. The estimated useful lives 
being used are as follows: 

Land Improvements 
Building 
Building Improvements 

. Tenant Improvements 
Furniture and Equipment 

3-15 yearss
25-30 yearss
10-20 yearss
1-12 yearss
3 yearss

Intangible Assets 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant 
intangible assets (such as above- and below-market leases and value of acquired in-place leases). and any assumed liabilities, 
and allocates the purchase price based on these fair value assessments. The Company amortizes identified intangible assets and 
liabilities based on the period over which the assets and liabilities are expected to affect the future cash flows of the real estate 
property acquired. Lease intangibles (such as in-place or above- and below-market leases) are amortized over the term of the 
related lease. Above and below-market leases are amortized as a reduction in (addition to) rent revenue. Amorti:zation of other 
intangibles is recorded in depreciation and amortization expense. 
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Principles of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts of 
that entity, management considers factors such as ownership interest, authority to make decisions, contractual and substantive 
participating rights of the limited partners and shareholders, as well as whether the entity is a variable interest entity for which 
we are the primary beneficiary. The accompanying consolidated financial statements include the accounts of Talon Real Estate 
Holding Corp. ("TREHC") and Talon Q_P, our Operating Partnership. Talon OP also consolidates 5130 LLC, an entity in which 
it has a 49% ownership interest, based on its ability to control the operating and financial decisions ofo5130 LLC. All 
significant intercompany balances have been eliminated in consolidation. 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by Operating Partnership units. The 
Company's interest in the Operating Partnership·was approximately 68% and 65% of the common units of the Operating 
Partnership as of September 30, 2017 and December 31, 2016, respectively. The Operating Partnership•s income is allocated to 
holders of common units based upon the ratio of their holdings to the total units outstanding during the period. Holders of 
pref erred units receive certain distributions based on a percentage of the liquidation preference. Capital contributions. 
distributions, syndication costs, and profits and losses are allocated to non-controlling interests-in accordance with the tenns of 
the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. Capital 
contributions, distributions, and profits and losses are allocated to the non-controlling inr.erest based on membership 
percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related leases, inclusive of leases which 
provide for scheduled rent increases or rent concessions. Differences between rental income earned and amounts due according 
to the respective lease agreements are credited or charged to deferred rent receivable, as applicable. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other 
operating expenses are recognized as revenue in the period the applicable expenses are incurred. Recoveries are billed monthly 
using estimated operating costs and an additional billing or a refimd is made to tenants in the following year after actual 
operating expenses are determined. 

Accounting Standards Applicable to Emerging Growth Companies 

We qualify as an "emerging growth-company" pursuant to the provisions of the JOBS Act. Section 102(b)(I) of the 
JOBS Act provides that an "emerging growth company" can take advantage of the extended transition period provided in 
Section 7(aX2){B) of the Securities Act for complying with new or revised accounting standards. We have elected to use the 
extended transition period for complying with these new or revised accounting standards. Since we will not be required to 
comply with new or revised accounting standards on the relevant dates on which adoption of such standards is required for 
other public companies, om financial statements may not be comparable to the financial statements of companies that comply 
with public company effective dates. If we were to elect to comply with these public company effective dates, such election 
would be irrevocable pursuant to Section 107 of the JOBS Act. 
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Significant Events and Transactions during the three months ended September 30, 2016 

. Summariz.ed below are the Company's significant transactions and events during the three months ended September 
30, 2017. 

On July 24, 2017, the $1,330,167 promissory note to Swervo Management Division, LLC was amended and restated, 
based on the payment of combined principal and interest of$300,000, to a $1,095,764 promissory note, plus interest on the 
unpaid balance at 10%. The entire principal balance shall be due and payable on the earlier of October 24, 2017 or upon a time 
that the Company refinances or sells its property located at 10301 Bren Road. 

The Company filed a complaint in the State of Minnesota on June I 0, 2016 to enforce the NOI Payment Agreement 
and other documents issued in conjunction with the Contribution Agreement entered into on May 29, 2014 with Bren Road, 
L.L.C. On March 27, 2017 our complaint in the amount of$771,408 went to trial in Hennepin County District Court. On Julyo
21, 2017, aj11dgment was ordered in favor of Talon Bren Road, LLC and Talon O.P LP in the amount of$594,176.o

On September 30, 2017, a significant tenant of our 180 East 5lh Street property in St. Pau� MN who had previously 
filed for Chapter 11 bankruptcy protection in March, 2017, exited its space and was allowed to terminate its lease obligation 
with the Company. Acceleration of the amortization of above-mark.et and in-place lease intangibles resulted in a charge of 
$1,634,131 recorded as a decrease to rent revenue of $500,102 and an increase to depreciation and amortization expense of 
$1,134,029. 

Market Conditions and Outlook 

Our last two acquisitions were·accomplished utilizing a 721 Exchange tax deferral methodology similar to that of an 
"UPREIT" providing several unique advantages over a 1031 exchange or selling to cash buyers. This strategy is advantageous 
for real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in real estate, diversify their 
holdings, and seek potential future growth and liquidity by accepting Talon OP common units which can later be converted 1: 1 
for Talon. common stock under the ticker "T ALR" and their capital gains tax obligations are deferred until then. 

Our strategy is to continue offering these tax-deferred solutions to real estate owners as part of diversifying our 
shareholder base creating liquidity and shareholder value. We continue to believe office and industrial properties offer the best 
return on equity metrics as part of our investment strategy. Retail will also be part of our overall portfolio with an average 
overall target portfolio contnoution of nearly 20% over the long-term. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and east coasts and 
we will continue to explore additional investment options within this region to continue our mission to provide return on equity 
targets of 8-15% per asset or portfolio. 

Results of Operations 

Our revenues have declined compared to the same periods in the prior year primarily due to the acceleration of above
market lease intangible amortization related to the exit ofoa significant tenant of our 801East 5th Street St. Paul property due to 
bankruptcy of the tenant and to a lesser extent due to small expiring ]eases with limited new lease activity and certain lease 
concessions on renewal. Our expenses have increased significantly due the refinancing activity in the first half of the year. 
Notably, deferred financing fee amortization has been accelerated on the refinanced debt,.significant new financing fees have 
been incurred which are being amortized over the shorter lives of the replacement debt and interest rates on the replacement 
debt are higher than the refinanced obligations. We also incurred significant legal fees and other exit fees and penalties related 
to the refmancing activity. In addition, acquired in place lease amortization increased due to the tenant loss noted above. We 
expect our revenues, tenant reimbursements and many expenses will increase on an absolute basis in the future as we seek to 
acquire additional properties, assume or refinance indebtedness in connection with the acquisitions and build the infrastructure 
necessary to grow our business. In the near term, we expect to incur higher legal and other professional fees in pursuit of 
potential acquisitions. 

Three months ended September JO, 2017 compared to Three months ended September 30, 2016 

Revenues and Expenses 

Rental revenues decreased $817,339 oro45.2%, to $990,526 for the three months ended September 30, 2017, compared 
to $1,807,865 for the same period of the prior year. The primary driver of the decrease was acceleration of the above-market 
lease intangible asset amortization related to a tenant that renounced its lease as part of its Chapter 11 bankruptcy. Other factors 
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causing the net rental revenue decrease relate to minor tenant losses across the portfolio as well as rate renegotiations on lease 
renewals with no significant new lease activity. In addition, rent received from one tenant that previously was not split between 
rent and tenant reimbursement was adjusted to split out a portion of rent to tenant reimbursement beginning July I. 2017. This 
had the effect of decreasing rent revenue and increasing tenant reimbursement in the three months ended September 30, 2017. 

Tenant reimbursements increased $77,362, or 8.6%, to $975,167 for the three months ended September 30, 2017 
compared to $897,805 for the same period of the prior year. The increase in tenant reimbursement reflects a reclassification of 
rent to tenant reimbursement as described above under rent revenue. Without this change, tenant reimbursements would have 
declined slightly consistent with the change in rent revenue and stable operating expenses. 

Other income decreased $67,336, or 71.5%, to 26,867 for the three months ended September 30, 2017 compared to 
$31,005 for the same period of the prior year. The decrease primarily relates to lower recorded amounts related to an income 
guarantee on one of the properties owned and lower revenue from an event center located in the 180 East 5th Street property in 
St. Paul. 

General and administrative expenses decreased $375,252, or 83 .9%, to $71,837 for the three months ended September 
30, 2017 compared to $447,089 for the same period of the prior year. The decrease is primarily due to the expensing of due 
diligence costs for potential deals in the three months ending September 30, 2016 with no comparable amount in same period 
for 2017. 

Salary and compensation expenses decreased $131,480 or 45.6%, to $156,711 for the three months ended September 
30, 2017 compared to $288,191 for the same period of the prior year. The increase in salary and compensation expense in the 
third quarter of 201 7 is attributable to higher stock compensation costs in 2016 due to director and employee stock grants in 
2016 with immediate vesting. 

Professional fees increased $47,879, or 19.5%, to $293,641 for the three months ended September 30, 2017 compared 
to $245,762 for the same period of the prior year. The increase is primarily due to an increase in consulting fees related to our 
legal proceedings in the three months ended September 30, 2017. 

Property operating expenses decreased $166,428, or 14. 7%, to $964,339 for the three months ended September 30, 
2017 compared to $1,130,767 for the same period of the prior year. The primary reduction relates to the termination of a 
property maintenance agreement in 2017 for the 180 East 5m Street property in St. Paul with no significant increase in internal 
costs to take on the management of the property with internal resources. 

Real estate taxes and insurance increased $23,160 or 52%, to $466,271 for the three months ended September 30, 
2017 compared to $443,111 for the same period of the prior year. The increase primarily relates to real estate twces and is 
consistent with our expectations. 

Depreciation and amorti7.ation expense increased by $1,088,890 or 89.3%, to $2,308,960 for the three months ended 
September 30, 2017 compared to $1,220,070 for the same period of the prior year. The increase is primarily related to a 
$1,134,029 acceleration of in-place lease intangible asset amortization related to a tenant that renounced its lease as part of its 
Chapter 11 bankruptcy. 

Interest expense increased by $1,626,550, or 131.4% to $2,864,272 for the three months ended September 30, 2017 
compared to $1,237,722 for the same period of the prior year. The increase is-primarily related to the refinancing of the debt 
secmed by the 180 East 5th Street property in January, 2017 and the refinancing of the debt secured by the 10301 Bren Road 
property in June, 2017. The weighted average interest rate increased to 11.80%, as of September 30, 2017 compared to 6.51% 
as of September 30, 2016 and outstanding debt increased by $23,594,330. In addition, significant new deferred financing costs 
were incurred which have predominantly a one-year amorti7.ation period. 

Nine months ende.d September JO, 2017 compared to nine months ended Septem/Jer JO, 2016 

Revenues and E'xpensa 

Rental revenues decreased $994,808 or 18.1%, to $4,515,478 for the nine months ended September 30, 2017, 
compared to $5,510,286 for the same period of the prior year. The primary driver of the decrease was acceleration of the 
above-market lease intangible asset amortization related to a tenant that renoW1ced its lease as part of its Chapter 11 
bankruptcy. Other factors causing the net rental revenue decrease relate to minor tenant losses across the portfolio as well as 
rate renegotiations on lease renewals with no significant new lease activity. In addition, rent received from one tenant that 
previously was not split between rent and tenant reimbursement was adjusted to split out a portion of rent to tenant 
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reimbursement beginning July I, 2017. This had the effect of decreasing rent revenue and increasing tenant reimbursement in 
the nine months ended September 30, 2017. 

Tenant reimbursements decreased $70,341, or 2.6%, to $2,626,712 for the nine months ended September 30, 2017 
compared to $2,697,053 for the same period of the prior year. The smaller decrease in tenant reimbursement compared to rent 
revenue reflects a reclassification of rent to tenant reimbursement as described above under rent revenue. Without this change, 
tenant reimbursements would have declined consistent with the change in rent revenue and stable operating expenses. 

Other income decreased $135A53, or 64.1 %, to 75,758 for the nine months ended September 30, 2017 compared to 
$211,210 for the same period of the prior year. The decrease primarily relates to lower recorded amounts related to an income 
guarantee on one of the properties owned and lower revenue from an-event center located in the 180 East 5th Street property in 
St Paul. 

General and administrative expenses decreased $744, 119, or 8 I. 7%, to $166,969 for the nine months ended 
September 30, 2017 compared to $911,088 for the same period of the prior year. The decrease is primarily due to the expensing 
of due diligence costs for potential deals in the nine months ending September 30, 2016 with no comparable amount in same 
period for 2017. 

Salary and compensation expenses decreased $380,729, or 44. 9%, to $466,500 for the nine months ended September 
30, 2017 compared to $847,229 for the same period of the prior year. The decrease in salary and compensation expense is 
attributable to the immediate vesting of certain non-cash stock compensation for awards granted in 2016. 

Professional fees increased $323,312, or 46.3%, to $1,022,272 for the nine months ended September 30, 2017 
compared to $698,960 for the same period of the prior year. The increase is primarily due to an increase in legal services 
related to our legal proceedings in the nine months ended September 30, 2017 compared to the same period of the prior year. 

Property operating expenses increased $383,325, or 11.4%, to $3,736,485 for the nine months ended September 30, 
2017 compared to $3,353,160 for the same period of the prior year. The increase is primarily related to one-time, non-tenant 
reimbursable charges in the three months ended June 30, 2017 related to the refinancing of the debt secured by the Talon Bren 
Road, LLC owned property. Absent these charges, property operating expenses would be down slightly year over year through 
the nine-months ended September 30, 2017 compared to the same period of the prior year. 

Real estate taxes and insurance increased $64,040, or 4.8%, to $1�97,594 for the nine months ended September 30, 
2017 compared to $1,333,554 for the same period of the prior year. The increase primarily relates to real estate taxes and is 
consistent with. our expectations. 

Depreciation and amortization expense increased by $1,042,400 or 28.4%, to $4,718,262 for the nine months ended 
September 30, 2017 compared to $3,675,862 for the same period of the prior year. The increase is primarily related to a 
$1,134,029 acceleration of in-place lease intangible asset amortization related to a tenant that renounced its lease as part of its 
Chapter 11 bankruptcy. 

Interest expense increased by $5,075,754 or 145.5% to $8,564,756 for the nine months ended September 30, 2017 
compared to $3,489,012 for the same period of the prior-year. The increase is primarily related to the refinancing of the debt 
secured by the 180 East 5th Street property in January, 2017 and the refinancing of the debt secured by the .10301 Bren Road 
property in June, 2017. The weighted average interest rate increased to 11.80% as of September 30, 2017 compared to 6.51 % 
as of September 30, 2016 and outstanding debt increased by $23,594,330. In addition, significant new deferred financing costs 
were incurred which have predominantly a one-year amortization period. 

Funds from Operations and Non-GAAP Reconciliation 

The National Association of Real Estate Investment Trusts, or NA.REIT, defines funds from operations, or FFO, as net 
income (loss) available to common shareholders and operating partnership unit holders computed in accordance with US 
GAAP, excluding gains or losses from sales of operating real estate assets and extraordinary items, plus depreciation and 
amorti7.ation of operating properties, and after adjustments for unconsolidated partnerships and joint v�tures. We intend to 
calculate FFO in a manner consistent with the NAREIT definition. 

Management intends to use FFO as a supplemental measure to conduct and evaluate our business because there are 
certain limitations associated with using US GAAP net income alone as the primary measure of our operating performance. 
Historical cost accounting for real estate assets in accordance with US GAAP implicitly assumes that the value of real estate 
assets diminishes predictably over time. Because real estate values instead have historically risen or fallen with market 
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conditions, management believes that the presentation of operating results for real estate companies that use historical cost 
accounting is insufficient by itself. In addition, securities analysts, investors, and other interested parties use FFO as the 
primacy metric for comparing the relative performance of equity REITs. There can be no assurance that FFO presented by us is 
comparable to similarly titled measures used by REITs. 

FFO should not be considered as an alternative to net income or other measurements under US GAAP as an indicator 
of our operating performance or to cash flows from operating, investing or financing activities as a measure of liquidity. FFO 
does not reflect working capital changes, cash expenditures for capital improvements or principal payments on indebtedness. 

We defipe adjusted funds from operations, or AFFO, as FFO excluding the non-cash effects of straight-line rent and 
amortization of lease inducements and deferred financing costs, depreciation of non-real estate, and excluding the effects of 
non-cash compensation chmges. US GAAP requires rental revenues related to non-contingent leases that contain specified 
rental increases over the life of the lease to be recognized evenly over the life of the.lease. This method may result in rental 
inco111e in the early years of a lease that is higher than actual cash received., creating a deferred rent receivable asset or lower 
income than actual cash received., creating a deferred rent revenue liability included in our consolidated balance sheet. At some 
point during the le�, depending on its terms, cash rent payments may exceed or be lower than the straight-line rent which 
results in the deferred rent receivable asset or liability, respectively, decreasing to zero over the remainder of the lease term. By 
excluding the non-cash portion of straight-line rental revenue and amortization of Jease inducement and deferred financing 
costs as well as non-cash compensation expense, investors, analysts and our management can compare AFFO between periods. 

Below is the calculation of FFO and AFFO and the -reconciliation to net income (loss), which we believe is the most 
comparable US GAAP financial measure: 

Reconciliation of Net Income Attributable to Talon Real Estate Holding Corp. ("TREHC") to Funds From Operations 

Three months coded September 30. 

In thousands ( except per share) 2017 2016 
WefahtedAvg. Weighted AVI-

Amount 

Shares and 
Unit..Cl> 

Per Share 
and Un£tll1 Amount 

Sflaresand 
Uafts<t) 

Per Share 
andUDJtCZ> 

Net Joss attributable to TREHC $ (3,482) 19,781 $ (0.18) S (1,441) 17,251 $ . (0.08) 

Adjustments: 
Non-controlling interest Operating Partnership 
Consolidated depreciation and amortization: 

(1,619) 
2,309 

9,200 (652) 
1,220 

9,200 

49 
(1) adj1Jst for non-real estate depreciation 

adj1Jst for amortization of above and below-marlcet rents 546 

adjust for non-controlling real estate owned depreciation 
Net adjustments 1.210 

�6l {26� 
91200 590 9�00 

28,981 S (0.08) $ (851) 26,451 S (0.03) Funds from operations applicable to common shares s @72) 

Three months ended September 30, 

2017 2016 
Weighted Avg. Weighted Av1, 

Shares and PerShaR Sban:sand Per Share 
Adjusted funds from operations Amount Uafts<t> ■ad Unit� Amo11Dt Units<t) aad Unit(J) 
FFO availab.le to common shares s (2,272) �981 S (0.08) S (851)o 26,451 $o (0.03) 
Adjustments: 
Slmigbt-line rents in excess o( or less than, contract rents 16 (24) 
Non-real estate depreciation 1 
Amortization of deferred financing oosts net of non-
controlling real emte 925 119 

Non-cash stock compensation charges 25 145 
,o.o� s AFFO available to common shares s 26

1
451 S 28

1
98) $ 
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___ _

In thousands (except per share) 

Net loss attnoutable to TREHC 

Adjustments: 
Non-controlling interest Operating Partnership 
Consolidated depreciation andamortiz.ation: 
adjust for non-real estate depreciation 
adjust for amortization of above and below-market rents 
adjust for non-controlling real estate owned depreciation 

Net adjustments 
Funds from operations applicable 1:0 common shares 

Adjusted funds from operations 
FFO available to common shares 
Adjustments: 
Straight-line rents in excess of; or less than, contract rents 
Non-real estate depreciation 
Amortization of deferred financing costs net of non
controlling real estate 

Non-cash stock compensation charges 
AFFO avail�ble to common� 

Amo1111t 

$ (8,708) 

(4,097) 
4,718 

(1) 
636 
(_79) 

1.177 
$ (7.531) 

Amoai:11 
$ (7,531) 

(4) 
I 

2,793 
144 

S (4,597) 

Niae months ended September 3-0, 
1017 201§ 

Weighted Avg, WeigbledAvg. 
Shares aad Per Share Shares and Per Share 

Unm ro and Unit 12,) Amount Um to 111d Unit IZl 

19,496 $ (0.45) $ (3�798) 16,981 $ (0.22) 

9,200 (1,919) 9,200 
3�676 

(S) 
174 

---- __ (;i_..85;..) ----
1.841 

2M96 _s __ <_o_.26_) s 0.957) .i-26,181 _s_.._c0._01_) 

Nine moatbs ended September 30, 
2017 1016 

Wdpted Avg. Wefahud Avg. 
Shares and Per Sllare Sham ud Per Share 

Units (I) and Unit QI AmoaDI Units m and Ua.it CJ> 
28,696 $ (0.26) $ (1,957) 26,181 S (0.07} 

(159) 
s 

428 
343 

28,696 S (0.16) $ (1.340) 181 s 26
7 

___ <_o_.os_> 

<•> Non-controlling Units of the Operating Pllrtnership are exchangeable for cash, or at the Company's discretion, for common shares of stock on a 
one-for-one basis. 
a, Net income is calculated on a per share basis. FFO and AFFO 8:l'e calculated on a per share and unit basis. 

Liquidity and Capital Resources 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay borrowings, 
fund an<J maintain our operations and assets, acquire properties, make distributions to our shareholders and other general 
business needs. We have incurred significant expenses related to operating as a public corporation, building and tenant 
improvements at our properties, and preparation for and execution of our acquisition strategy creating a cash shortfall from 
operations through September 30, 2017. 

We currently do not have available cash and cash flows from current operations to provide us with adequate liquidity 
for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have insufficient cash flow from current 
operations to pursue our strategy without further financing. As of September 30, 2017, we had unrestricted cash of 
approximately $44,500 and current liabilities including tenant improvement allowances, unsecured debt, accounts payable and 
accrued expenses substantially in excess of the available cash. We therefore will require additional capital and increased cash 
flow from future operations to fund our ongoing business. There is no guarantee that we will be able to raise any required 
additional capital or generate sufficient cash flow from our current and future operations to fund our ongoing business. If the 
amount of capital we are able to raise together with our income from operations is not sufficient to satisfy our capital needs, we 
may be required to cease our operations or alter our growth plans. If we are unable to continue as a going concern, we may 
have to liquidate our assets and may receive less than the value at which those assets are carried on our consolidated financial 
statements, and it is likely that investors will lose all or a part of their investment. 

Our short-tenn liquidity requirements consist primarily of funds needed to pay for operating expenses and other 
expenditures directly associated with our properties, pay off maturing deb� and to pursue our strategy of near-term growth 
through acquisition of properties as well as general and administrative expenses operating as a public company. 

Our long-tenn liquidity requirements consist primarily of funds to pay for scheduled debt matwities, non-recurring 
capital expenditures that need to be made periodically and continued expansion of our business through acquisitions. Although 
we plan to aggressively pursue acquisitions to grow our business, there is no assurance that we will be able to acquire 
additional properties in the future. 
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Since our available cash and cash flows from current operations do not provide us with adequate cash to satisfy 
current liabilities and are not expected to provide us with adequate liquidity for the foreseeable future, we anticipate that we 
will undertake future debt or equity financings or asset sales during 2017 and/or 2018. Additional financing or asset sales are 
necessary for our company to continue as a going concern. 

In the future, we anticipate using a number of different sources to finance our liquidity needs, including cash.flows 
from operations, issuance of debt securities or equity securities (which might be common or preferred stock), private 
financings (such as additional bank credit facilities or cash advances, which may or may not be secured by our assets), asset 
sales (including sales of accounts receivable), seller financing, property-level mortgage debt, or any combination of these 
sow-ces, to the extent available to us, or other sources that may become available from time to time. Any debt that we incur 
may be recourse or non-recourse and may be secured or unsecured. Although we have successfully raised equity capital in the 
past, we cannot be assured that we will be able to continue to be successful in raising capital through issuance of securities. Our 
ability to obtain needed financing may be impaired by such factors as the capital markets, our status as a new enterprise 
without significant assets or demonstrated operating history, and/or the loss of key management. There is no guarantee that we 
will be able to raise any required additional capital or generate sufficient cash flow from our current and proposed operations to 
fund our ongoing business. Ongoing litigation may also impact our liquidity, as cash flow may need to be used on legal and 
other litigation expenses. 

Outstanding Indebtedness 

5130 LLC,an entity in which our Operating Partnership owns a49% interest and that owns an industrial complex 
located in the Minneapolis-St. Paul metropolitan area, is party to a loan agreement secured by such industrial complex. The 
loan agreement provides for two tenn loans, the A loan and the B loan. The term loans had a balloon payment due on April 8, 
2017 and is past due. The Company expects to refinance this loan but as of the filing of this document has been unable to do 
so. 

Talon Bren Road, LLC, an entity through which our Operating Partnership acquired the property located at 10301 
Bren Road West, Minnetonka, MN on May 29, 2914, is party to a loan agreement secured by such property. It is also a party to 
two loans the proceeds of which were used to fund certain capital improvements at the building. This property also secures the 
Talon Bren Road, LLC Mortgage 2 (as defined in the table below) entered into on July 2. 2014 in connection with the 
acquisition of the property located at 180 F.ast 5• Street St. Paul, MN. 

Talon First Trust, LLC, an entity through which our Operating Partnership acquired the property located at 180 E. 
Fifth Street St. Paul, MN on July 2, 2014, is party to a loan agreement secured by such property. The loan has an initial 
maturity date of January 26, 2018 with two 6-month options for the Company to extend upon satisfaction of certain conditions. 
If we are unable to satisfy the conditions to extend, we will need to seek alternative financing or possibly sell the property in 
order to satisfy the obligation. 

TREHC has additional indebtedness related to various judgments and obligations arising in the normal course of 
financing our operations. These notes represent current obligations of the entity and continue to accrue interest while 
outstanding. We may need to seek alternative financing or sell certain assets in order to generate the necessary funds to satisfy 
these obligations. 
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The following table summarizes the Company's notes payable as of September 30, 2017 and December 31, 2016: 

Principal Balance At 
Interest September JO, December 31, 

Loan Descril!lion Maturitt Date Rate 2017 2016 
- s Talon First Trust, LLC Mort838e 32,000,000 July S, 2017 6.04% $ 

Talon First Trust, LLC Mortgage 
Talon First Trust, LLC. 

Secured floating rate interest only 
Secured floating rate interest only 13.25% 51,600.000 

1,095,764 1,008,908 
January 26, 2018 
Octobec24, 2017 10.00% - Promissory Note't> Unsecured fixed rate interest only 

Talon First Trust, LLC. - Promissory Note .UnscCW'cd fixed rate interest only See below 10.00o/4 
Talon First Trust. LLC. -Sale of Future See below <3> (4) 

Receivable 0> 

59,489 
430,500 Sec below <J> 

Talon Bren Road. LLC Mortgage Secured fixed rate July l ,  2018 9.50% 15,127,000 
Talon Bren Road, LLC Mortgage 1 Secured fixed rate May28,2019 4.65% 10,858,648 
Talon Bren Road, LLC Mortgage 2 Secured fmed rate interest only March 1, 2017 16.00% 2,000,000 
Talon Bren Road, LLC HV AC Loan Unsecmed fixed rate June 1, 2019 8.00% 62,500 84,472 
Talon Bren Road, LLC Roof Loan Unsecmed fixed rate interest only June 1, 2019 8.00% 225,000 225,000 
5130 Industrial Street. LLC Mortgage l Secured fixed rate April 8, 2017 6.05% 3,968,876 3,981,740 
S 130 Industrial Street, LLC Mortgage 2 Secured fixed rate April 8, 2017 12.75% 292,609 292,941 
Talon OP. L.P. -Promissory Note- Related Unsecmcd fixed rate interest only June 30, 2016 10.00% 896,995 500,000 
party<41 

Talon OP, L.P. -Promissory Note Unsecured fixed rate interest only July 31, 2017 3.00o/4 654.926 654,9'26 
Talon OP, L.P. -Promissory Noteslll Unsecured fixed rate interest only June 30, 2016 10.00% 1,476,498 1,000.000 
Talon OP, L.P. - Promissory Note Unsccmed fixed rate January 15, 2018 15.00% 85,9'21 271,287 
Other Unsccmed fixed rate interest only July I, 2018 4.SO% 500,000 
Other Unsecured fixed rate inte�t only June 30, 2016 24.00%e 8lz800 

s 75,986,089 $ 53,449,711 
Less: unamortiud deferred financing costs 
Notes payable, net $ 

{1
1 517

1446} 
s 

(496.063} 
5�9531648 

(1)e On July 24, 2017, the Sl ,330,167 promissory note was amended and restated, based on the payment of combined principal and interest ofS300,000,
to a $1,095,764 promissory note, plus interest on the unpaid balance at 10%. The entire principal balance shall be due and payable on the earlier of 
October 24, 2017 or upon a time that the Company refinances or sells its property located al 10301 Bren Road.e

(2) In 2015, the Company entered into two separate SS00,000 unsecured promissory notes with the same unrelated pany. The notes bore interest at 
rates froml 4%to24%annually through June 30,2016after which time the notes accrued interest at 26%. On May 19, 2017, ajudgmentwas
entered against the Company in the amount ofSJ,476,498. As of the date of the judgment, the interest rate on the note changed to IO% under
Minnesota SlatUtes.e

(3) During 2016 the Company received funds from four different sources. As of September 30, 2016, the total outstanding balance was $0 for the sale ·e
of future receivables at the property located at 180 East 5th Street. Per F ASB ASC 4 70-10-25, which provides guidance on funds received from 
sales of future receivables, ·this transaction bas been classified as debt and included in notes payable. The agreements are guaranteed by a 
shareholder of the Company.e

(4) On August 2014. the Company entered into a $500,000 unsecured promissory note with a related party. one of its Pten current directors. The notee
had an original maturity dutc ofFebruary 8, 2015. The Company extended the maturity date of the note in 2015 and 2016. In October 2016, the
fonner director filed a summons and complaint in lhe State of Minnesota claiming that the Company breached its obligation under the note. In ApriJ
2017, this matterwem to lrial and the plaintiff was awarded $897,695. As ofthe date of the judgment, the interest rate on the note changed to 10% 
under Minnesota Statutes. On May 31,2017, the Court granted a Charging Order against the Company and Talon OP L.P. where lhe Compapy and
Talon OP L.P are required to pay all profits and distributions to lhe plaintiff until the full amountoflhejudgmcnt is paid and satisfied. 

Off Balance Sheet Arrangements 

At September 30, 2017, we did not have any off-balance sheet arrangements. 

Inflation 

As of September 30, 2017, most of our leases required tenants to reimburse us for a share of our operating expenses. 
As result, we are able to pass on much of any increases to our property operating expenses that might occur due to inflation by 
correspondingly increasing our expense reimbmsement revenues. During the nine months ended September 30, 2017, inflation 
did not have a material impact on our revenues or net income. 
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Item 3. Quantitative and Qualitative Disclosures About Market Risk 

Interest Rate Sensitivity Risk 

Market risk includes risks that arise from changes in interest rates, foreign currency exchange rates, commodity prices, 
equity prices and other market changes that affect market-sensitive instruments. In pursuing our business plan, we expect that 
interest rate risk will be the primary market risk to which we will be exposed. As of September 30, 2017, all but one of our 
outstanding loans had a fixed rate. Our interest rate risk may further increase if we increase OUT debt in the future or refinance 
our existing debt. 

We may become exposed to the effects of interest rate changes as a result of floating rate debt used to maintain 
liquidity and fund expansion of our real estate investment portfolio and operations. Our interest rate risk management 
objectives will be to limit the impact of interest rate changes on earnings and cash flows and to manage overall borrowing. 

Foreign Currency Exchange Risk 

Our results of operations and cash flows are not materially affected by fluctuations in foreign currency exchange rates. 

Item 4. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

As of the end of the period covered by this Quarterly Report on Form 10-Q, our management has evaluated, under the 
supervision and with the participation of OUT Chief Executive Officer and Chief Financial Officer, the effectiveness of our 
disclosure controls and procedures ( as defined in Rules 13a-15( e) and l Sd-15( e) under the Securities Exchange Act of I 934 ). 
Disclosure controls and procedures are designed to ensure that infonnation required to be disclosed in our reports filed under 
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the 
Securities and Exchange Commission's rules and forms and that such infonnation is accumulated and communicated to our 
management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required 
disclosure. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure 
controls and procedures were not effective as of September 30, 2016. 

The following control deficiencies were identified and were detennined to be material weaknesses in ow- internal 
control over financial repolting as of September 30, 2017: 

1.o Internal Control Environmento
2.o Period end Financial Reporting Processo

The material weaknesses occurred as a result of a significant �over in the Company's accounting personnel in the 
latter part of 2016, whic� despite having established policies and procedures, the company lacked adequate controls regarding 
training in in the intemaJ control environment In addition, we did not maintain a sufficient complement of personnel with the 
appropriate accounting knowledge, experience and training, commensurate with our financial reporting requirements in order 
to execute a timely close, which resulted in incomplete disclosures, unreconciled accounts, incomplete accounting for certain 
events and tnmsactions and inaccurate conclusions. This resulted in misstatements that were corrected by the Company prior to 
the issuance of the consolidated financial statements, and for which a reasonable possibility existed that a material 
misstatement in the Company's consolidated financial statements would not be prevented or detected on a timely basis. 

Management also identified multiple significant deficiencies in its review. These could also lead to potential 
misstatements in our financial statements or prevent the Company from timely completing its financial statement preparation. 

Management Remediation Piao 

Due to the material weaknesses reported as of September 30, 2017, management performed additional analysis and 
procedures to ensure that OUT consolidated financial statements and schedules included in this Quarterly Report were presented 
fairly in confonnily with generally accepted accounting principles and fairly present in all material respects our fmancial 
position, results of operations and cash flows for the periods presented. 

Management will implement changes to our internal control over financial reporting to remediate the control 
deficiencies that gave rise to the material weaknesses. We are m1dertaking the following remediation plans and actions: 
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•e Develop and deliver Internal Controls ("COSO") training to Executives and fmance/accounting resources. Thee
training will include a review of management's and individual roles and responsibilities related to internal controls;e

•e hire accounting personnel with the appropriate level of knowledge to properly record transactions in the general ledgere
and prepare financial statements in accordance with generally accepted accounting principles;e

•e augment our existing staff with external consultants with the requisite knowledge and expertise to supplement oure
accounting staff to ensure that transactions are recorded in accordance with generally accepted accoWlting principlese
and that are disclosures are accurate and complete; ande

•e provide increased board level oversight to ensure established policies and procedures are adhered to.e

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

Changes in Internal Control Over Financial Reporting 

There were the following changes in the Company's internal control over financial reporting that occurred during the 
three months ended September 30, 2017 which have the potential to have materially affected, or is reasonably likely to have 
materially affected, the Company's internal control over financial reporting. 



PART II. -OTHER INFORMATION 

Item 1. Legal Proceedings 

We are currently engaged in legal proceedings that may have a material impact on our financial statements. From time 
to time, we may be named as a defendant in legal actions or otherwise be subject to claims arising from our normal business 
activities. Any such actions, even those that lack merit, could result in the expenditure of significant financial and managerial 
resources. 

The Company filed a complaint in the State of Minnesota on June 10, 2016 to enforce the NOi Payment Agreement 
and other documents issued in conjunction with the Contribution Agreement entered into on May 29, 2014 with Bren Road, 
L.L.C. On March 27, 2017 our complaint in the amount of$771,408 went to trial in Hennepin Comity District Court. On July
21, 2017, a judgment was ordered in favor of Talon Bren Road, LLC and Talon O.P LP in the amount of $594,176.e

Item IA. �k Factors 

There have been no material changes in our risk factors from those disclosed wider the heading "Risk Factors" in our 
p�r.r��� �ep�rt on Form 10-K for the year ended December 31, 2016 as filed with the Securities and Exchange Commission one
1 ' . �20}8. 

Item 2. Unregiste� Sales of Equity Securities and Use of Proceeds 

Not Applicable 

Item 3. Defaults Upon Senior Securities 

Not Applicable. 

Item 4. Mine Safety Disclosures 

Not Applicable. 

Item S. Other Information 

Not Applicable. 

Item 6. Exhibits 

The exhibits filed as part of this Quarterly Report on Form I 0-Q are listed in the Exhibit Index immediately following 
the signatures to this report. 

36 



: · ··•.:··::··12018 

SIGNATURES 

Pursuant to the requirements of the Secwities Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned thereunto duly authorized. 

Dated:!. TALON REAL ESTATE HOLDING CORP. 

Isl Keith Gruebele 
Keith Gruebele 
Chief Financial Officer 
(principal.financial and accounting officer) 
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EXHIBIT INDEX 

Exhibit 
Number Description 

3.1 Amended and Restated Articles of Incorporation (Incorporated by reference to the exhibit of the same number 
in om Form 8-K dated Jwie 7, 2013, filed on June 7, 2013 (File No. 005-87490)) 

3.2 Amended and Restated Bylaws (Incorporated by reference to the exhibit of the same number in our Form 8-K 
dated June 7, 2013, filed on Jwie 7, 2013 (File No. 00S-87490)) 

31.1 Certification of Principal Executive Officer plD'Suant to Rnles 13a-14( a) under the Securities Exchange Act of 
1934, as amended (filed herewith). 

31.2 Certification of Principal Financial Officer pursuant to Rules 13a-14{a) under the Secmities Exchange Act of 
1934, as amended (filed herewith). 

32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Sec. 13S0, as 
adopted pmsuant to Section 906 of the Sarbanes-Oxley Act of2002 (filed herewith). 

101* Interactive Data Files Pursuant to Rule 40S of Regulation S-T (filed herewith). 

• Plll'suant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or part ofa registration
statement or prospectus for purposes of Section I I or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes of
Section 18 oftbe Securities Exchange Act of 1934, as amended, and are otherwise not subject to liability under those sections.e
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORMlO-K 

(Mark One) 
Iii ANNUAL REPORT PURSUANT TO SECTION 13 OR lS(d) OF THE SECURITIES 

EXCHANGE ACT OF 1934 

For the Fiscal Year Ended: December 31, 2017 

□ TRANSfflON REPORT PURSUANT TO SECTION 13 OR tS(d) OF THE SECURITIESe
EXCHANGE ACT OF 1934e

For the Transition Period from ___ to __ _ 

Commission fiJe number 000-53917 

TALON REAL ESTATE HOLDING CORP. 
(Emd Name of Registrant as Specified in its Charter) 

Utah 26-1771717 
(State or Other JurisdicJio11 of (I.R.S. Employer 

lncorporadon or Organilllllon) lda,tlflcadon No.) 

5500 Wayzata Boulevard, Suite 1070, Minneapolis, MN 55416 
(Address of Prlndpal Exea,tlve Ofjlces, Including Zip Code) 

(612) 604-4600e
(Registram's Telephone Number, Including Area Code) 

Securities registered pursuant to Section l2(b) of the Act: None 

Securities registered pursuant to Section 12(g) of the Act: 
Common Stock. par value S0.001 per share 

Title of Class 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act 
Yes □ No (El 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act 
.Yes □ No IID 

Indicate by check mark whether the registrant (I) has filed. all reports required to be filed by Section l 3 or l 5( d) of the Securities 
Exchange Act of 1934 during the preceding 12 months ( or for such shorter period that the registrant was required to file such 
reports). and (2) has been subject to such filing requirements for the past 90 days. Yes (El No □ 
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date) was approximately �l7,607
2
6sd 

]Jie ��-� __ of_��� 1:>.(!h� .. registrant's common stock, par value $0.001 per share, outstanding as ofi;4.�-� 
�.01��-·19,!�9,��t��i 

Indicate by check mark whether the registrant bas submitted electronically and posted on its corporate Web site, if 
any, evecy Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T 
(§229.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes Iii No □ 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.40S of this 
chapter) is not contained herein, and will not be con1ained, to the best of registrant's knowledge, in definitive proxy 
or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Fonn 
10-K. □ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer 
or a smaller reporting company. See the definitions of"large accelerated filer," "accelerated filer'' and "smaller 
reporting company'' in Rule 12b-2 of the Exchange Act. 

Large Accelerated Filer □ Accelerated Filer □ 

Non-Accelerated Filer □ Smaller Reporting Company □ 

Emerging growth Company 00 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes □ No � 

Indicate by check mark whether the registrant is an "emerging growth company" (as defined in Section 2(a){l9} of 
the Securities Act). Yes [&) No □ 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended 
transition period for canplying with any new or revised financial accounting standards provided pursuant to Section 
7(aX2){B) of the Securities Act. Yes □ No [&] 

As of�i�t�:��8, the last business day of the registrant's most recently completed second fiscal quarter, the 
aggregate market value of shares of the registrant's common stock held by non-affiliates of the registrant (based 
upon the price of$,�OQ a� which our_common stock last traded on the Over the ColDlter Bulletin Board prior to such 
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SPECIAL �OTE REGARDING FORWARD-LOOKING INFORMATION 

This Annual Report on Form 10-K contains forward-looking statements regarding us, our business 
prospects and our results of operations that are subject to certain risks and uncertainties posed by many factors and 
events that could cause our actual business, prospects and results of operations to differ materially from those that 
may be anticipated by such forward-looking statements. Factors that could cause or contrt'bute to such differences 
include, but are not limited to, those descnoed under the heading "Risk Factors" included in this Annual Report on 
Form 10-K. Readers are cautioned not to place 1D1due reliance on these forward-looking statements, which speak 
only as of the date of this report. In some cases, you can identify forward-looking statements by the following 
words: "anticipate," "believe," "continue," "could," "estimate," "expect," "intend," "may," "ongoing," "plan," 
"potential," "predict,"' "project," "should," "will," "would," or the negative of these tenns or other comparable 
terminology, although not all forward-looking statements contain these words. We undertake no obligation to revise 
any forward-looking statements in order to reflect events'or circumstances that may subsequently arise. Readers are 
urged to carefully review and consider the various disclosures made by us in this report and in our other reports filed 
with the Securities and Exchange Commission that advise interested parties of the risks and factors that may affect 
our business. 
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JlJMPST ART OUR BUSINESS STARTUPS ACT DISCLOSURE 

Our Company qualifies as an "emerging growth company," as defined in Section 2(a) (19) of the Securities 
Act of 1933, as amended (the "Securities Act"), as amended by the Jumpstart Our Business Startups Act (the "JOBS 
Act"). An issuer qualifies as an "emerging growth company" ifit has total annual gross revenues of less than $1.0 
billion during its most recently completed fiscal year, and will continue to be deemed an emerging growth company 
until the earliest of: 

the last day of the fiscal year of the issuer during which it had total annual gross revenues of $1.0 billion 
or more; 

the last day of the fiscal year of the issuer foUowing the fifth anniversary of the date of the first sale of 
common equity securities of the issuer pursuant to an effective registration statement; 

the date on which the issuer has, during the previous three-year period, issued more than Sl.O billion in 
non-convertible debt; or 

•e the date on which the issuer is deemed to be a "large accelerated filer," as defmed in Section 240.12b-2e
of the Securities Exchange Act of 1934 (the "Exchange Act'').e

As an emerging growth company, we are exempt from various reporting requirements. Specifically, we are 
exempt from the following provisions: 

Section 404(b) of the Sarbanes-Oxley Act of 2002, which requires evaluations and reporting related to an 
issuer's internal controls; 

Section 14A(a) of the Exchange Act, which requires an issuer to seek shareholder approval of the 
compensation of its executives not less frequently than once every three years ; and 

Section 14A(b) of the Exchange Act, which requires an issuer to seek shareholder approval of its so
called "golden parachute" compensation, or compensation upon termination of an employee's 
employment. 

Under the JOBS Act, emerging growth companies may delay adopting new or revised accounting standards 
that have different effective dates for public and private companies until such time as those standards apply to 
private companies. We have elected to use the extended transition period for complying with these new or revised 
accounting standards. Since we will not be required to comply with new or revised accounting standards on the 
relevant dates on which adoption of such standards is required for other public companies, our financial statements 
may not be comparable to the financial statements of companies that comply with public company effective dates. If 
we were to elect to comply with these public company effective dates, such election would be irrevocable pursuant 
to Section 107 of the JOBS Act. 

5 



PARTI 

Item 1. Business 

Overview 

We are a real estate investment company focused on investing in office, industrial and retail properties 
located in the Midwest and South Central regions of the United States. We target properties located in the area 
bounded by Minnesota to the north and Texas to the south, and by Illinois to the east and Colorado to the west (our 
"Target AreaH), although we will consider properties outside this target area ifwe identify attractive opportunities. 
We believe these markets are currently under served in financing and market transaction options for which we can 
provide advantageous solutions. We believe the size and location of opportunities in this region will be a desirable 
fit for our real estate portfolio and can be pursued at attractive yields. 

Corporate Information and History 

We were incorporated in the State of Utah on November l, 2007, for the sole purpose of becoming the 
holding company of Guidebook, which converted. from a Utah limited liability company to a Utah corporation on 
November 1, 2007. Guidebook was organized in the State of Utah as a limited liability company on June 16, 2003 
and was focused on providing "do-it-yourself' instructional manuals for residential electrical, plumbing, and 
remodeling applications. On June 7, 2013, we entered into contribution agreements with members of 5130 Industrial 
Street, LLC ("5130 LLC"), and Talon RE, and with Talon OP, L.P. ("Talon OP"), collectively referred to as the 
"Fonnation Transactions" and changed our name to Talon Real Estate Holding Corp. On June 7, 2013, we sold all 
of the outstanding shares of Guidebook to Kim McReynolds, divesting ourselves of our historic "do-it-yourself' 
instructional manual business. The purchase price for the divestiture primarily consisted of the buyer's agreement 
for Guidebook to indemnify and hold our company harmless from certain liabilities arising from the sale. 

Substantially all of our assets are held by, and our operations are conducted through, Talon OP, which we 
refer to as our "Operating Partnership". We are the sole general partner of the Operating Partnership, and, as such, 
we generally have 1he exclusive power to manage and conduct the business and affairs of the Operating Partnership, 
subject to certain limited approval and voting rights of the limited partners, that are described more fully herein. As 
of December 31, 2017, we owned 80% ofthe common units of the Operating Partnership that holds our portfolio of 
commercial properties. 

Organizational Structure 

Talon Real Estate Holding Corp 

(Talon OP, LP General Partner) 

TalonOP,LP Talon Management 
Services, LLC 

(Operating Partnership) 

ur�n..------------'l 

49% of 5130 Industrial Talon Bren Road, LLC Talon First Trust, LLC Street, LLC 

6 



We intend to elect to be taxed as a REIT no sooner than the calendar year in which we qualify to be taxed 
as such under the Revenue Code, and it is advantageous to our shareholders for the Company to do so. Because we 
plan to conduct substantially all of our operations through ·our Operating Pannership, we intend to utilize an 
Umbrella Partnership Real Estate Investment Trust structure, or UPREIT, although we are currently not a REIT. 
This structure is designed to provide tax deferral benefits to property owners who contribute their property to our 
company. We believe using an UPREIT structure will give us an advantage in acquiring properties from persons 
who may not otherwise sell their properties because of unfavorable tax consequences or it may make our offer more 
competitive than the pure cash buyer. The UPREIT structure allows deferral of gain recognition by an owner of 
appreciated real estate if that owner contributes the real estate to the Operating Partnership in exchange for 
par1nership interests. The contributor's gain is deferred until the partnership interest is exchanged for our holding 
company's common stock. 

Our principal executive offices are located at 5500 Wayuta Boulevard Suite 1070, Minneapolis, Minnesota 
and our telephone number is 612-604-4600. Our web address is www.talonreit.com. The information on, or 
otherwise accessible through, our website does not constitute a part of this report or any other report or document we 
file with or furnish to the Securities and Exchange Commission. 

Distribution Polley 

We intend to make quarterly distributions to our common shareholders when available. Upon electing 
REIT status, U.S. federal income tax law requires that a REIT distribute annually at least 90% of its net taxable 
income, excluding net capital gains, and that it pay tax at regular corporate rates to the extent that it annually 
distn'butes less than I 00°/o of its REIT taxable income, including capital gains. 

To the extent that in respect of any calendar year after we have elected to become a REIT, cash available 
for distribution is less than our taxable income, we could be required to sell assets to make cash distributions or 
make a portion of the required distribution in the form of a taxable stock distribution or distribution of debt 
securities. We generally will not be required to make distributions with respect to activities conducted through any 
Taxable REIT Subsidiary ("TRS,'). 

Dividends and other distnoutions will be authorized by our board of directors in its sole discretion out of 
funds legally available therefor and will be dependent upon a number of factors, including actual results of 
operations, restrictions under the law of our state of organimtion, our financial condition, our need to meet the 
distribution requirements of a REIT when elected, and other factors descnoed below. We cannot assure you that our 
distributions will be made or sustained or that our board of directors will not change our distribution policy in the 
future. Any dividends or other distributions we pay in the future will depend upon our actual results of operations, 
economic conditions, debt service requirements and other factors that could differ materially from our current 
expectations. Our actual results of operations will be affected by a number of factors, including the revenue we 
receive from our assets, our operating expenses, interest expense and unanticipated expenditures. For more 
information regarding risk factors that could materially adversely affect our actual results of operations, please see 
"Risk Factors." 

We anticipate that our distributions generally will be taxable as ordinary income to our shareholders, 
although a portion of the distnoutions may be designated by us as qualified dividend income or capital gain, or may 
constitute a return of capital. We will furnish annually to each of our shareholders a statement setting forth 
distributions paid during the preceding year and their characteriz.ation as ordinary income, return of capital, qualified 
dividend income or capital gain. 
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Our Strategy 

Commercial real estate lrends have been negative for an extended period of time but we believe that there 
is evidence that the commercial real estate market is in recovery. We believe there may be many potential sellers 
that are seeking an exit strategy now or in the near future and we may be able to offer these sellers sQme advantages 
that make us a more competitive buyer. Our objective is to accwnulate quality properties at attractive yields 
primarily in our Target Area. 

We believe there is significant opportunity to acquire quality property by providing liquidity to the market. 
We believe that our structure will provide investors more liquid equity with diversified real estate exposure. In tmn, 
we anticipate that we will encourage real property owners to sell their properties to us increasing the size of our 
company and providing us with more diversified real estate holdings. We provide advantageous solutions for 
property owners due to our tax structure, which is similar to an UPREIT. This structure may be advantageous for 
real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in real estate, diversify 
their holdings, and seek potential future growth and liquidity by accepting Talon OP common units which can later 
be converted on a one for one basis for Talon Real Estate Holding Corp. common stock, which trades under the 
ticker ''T ALR;' and/or Talon OP preferred units which provide rights to certain distributions and can later be 
redeemed for the liquidation preference and any accrued and unpaid distributions. We currently are not a REIT. 

Our strategy is to offer these tax deferred solutions to real estate owners as part of diversifying our 
shareholder base, creating liquidity and shareholder value. We currently believe office and industrial properties offer 
the most attractive return on equity metrics. Retail will also be part our overall portfolio but we anticipate it will 
contribute less to the overall target portfolio over the long-term than office and industrial properties. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and east 
coasts and we will continue to explore additional investment options within this region to continue our mission to 
provide competitive returns in our sector. 

We seek to provide investors the opportumty to have liquidity with real estate exposure in a geographically 
diversified portfolio with tactical asset allocation. Our slrategy is to expand our property holdings to seek 
diversification by focusing on the following key elements: 

•o We will target office, industrial and retail properties in our Target Area, ranging in size from I 0,000 to 
500,000 square feet although we may acquire properties outside of these parameters.o

•o The target market value for our properties is expected to be in the range of$1.0 miUion to $50 million,o
although we might acquire larger or smaller properties depending on the opportunities available to uso
and our access to capital or ability to issue equity interests as consideration.o

•o Our target properties ideally will be strategically situated in metropolitan areas not lraditionallyo
explored by institutional investors. These may include secondary and tertiary markets in ouro
geographic territory.o

•o We plan to invest in both core income-producing properties requiring relatively small improvements oro
enhancements and value-added properties that will require more significant investments of capital oro
management attention (including, but not limited to, leasing vacant space or extending expiring leases)o
that we expect to provide CUITent income as well as the increased potential for higher long-tenn valueo
to our company. Our long-temi plan is to invest in value-added properties while maintaining ao
significant part of our portfolio in core properties. Our investment allocation between these two typeso
of properties may significantly fluctuate in the short term as we seek the best opportunities.o
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Our Competitive Strengths 

We believe the following competitive strengths distinguish us from other property owners and will enable 
us to capitalize on the economic conditions in our target real estate markets as we seek to expand our portfolio: 

•d &perienced Managemenl Team with Extensive Experience and Network. Our management teant, ledd
by MG Kaminski, our Chief Executive Officer, has extensive experience in the real estate industry andd
has cultivated an extensive network of contacts that we expect to tap to identify acquisitiond
opportunities. Mr. Kaminski has over 25 years of experience in purchasing, selling, managing, leasing,d
and constructing commercial real estate where he owned over 2.6 million square feet This squared
footage represented 32 buildings in office, industrial and retail space. His further experience includesd
financing and structuring real estate deals through traditional banking institutions and brokerage firms.d
This diverse and extensive experience in all aspects of commercial real estate creates unique insight ind
the day-to-day operations as well as strategic portfolio level management of commercial properties. Hed
is well prepared to respond to all manners of tenant, property, financing and market issues, and he hasd
significant knowledge and an extensive network of contacts in the Minneapolis/St Paul metropolitand
area and other similar marlcets in the Midwest to drive the acquisition and financing pipeline. He alsod
has significant asset management experience, serving as President of Wayzata Capital Management,d
LLC from August 1996 to December 2012.d

•d Committed and Incemivized Management Team. Our management team is committed to our operationsd
and growth. As of December 31, 2017, our management team owned approximately �-�% of ourd
common stock thereby aligning management's interests with those of our shareholders. We expectd
management will continue to hold a significant ownership interest in our company in the foreseeabled
future including if we become subject to the ownership requirements under the Internal Revenue Coded
of 1986 (the "Code") for qualification as a REIT. To comply with these requirements, not more thand
50% of the value of the outstanding shares of our stock ( after taking into account options to acquired
shares of stock) may be owned, directly, indirectly or through attribution, by five or fewer individualsd
at any time during the last half of a taxable year ( other than the first year for which an election to be ad
REIT has been made). Our board of directors has significant experience in leadership roles for bothd
private and public companies and we expect that they will be an invaluable source of leadership for ourd
company.d

•d Disciplined Approach to Underwriting and Due Diligence. Before acquiring a property, our team ofd
real estate investment professionals, led by Mr. Kaminski, applies a disciplined underwriting and dued
diligence process. The due diligence process focuses on identifying properties in our target market thatd
are located in metropolitan areas with historically strong, stable economies and stable or growingd
populations, with an emphasis on areas of growth within these metropolitan areas. We also focus ond
identifying properties that can be acquired at prices we believe represent a strong value.d

•d UP RED Structure. Because we intend to conduct our operations through the Operating Partnership,d
our organaational structure will be considered an Umbrella Partnership Real Estate Investment Trust,d
referred to in our industry as an UPREIT. This structure is designed to provide tax deferral benefits tod
property owners who contribute their property to our company. We believe using an UPREIT structured
will give us an advantage in acquiring properties from persons who may not otherwise sell theird
properties because of unfavorable tax results. Generally, a sale or contribution of property directly to ad
REIT is a taxable transaction to the selling property owner. In an UPREIT structure, a seller of ad
property who desires to defer taxable gain on the sale of property may contribute the property to thed
Operating Partnership in exchange for (i) common units in the partnership and defer taxation of gaind
\Dltil the seller later elects to require the Operating Partnership to redeem all (but not less than all) ofd
their common units for cash equal to the then-current value of an equal number of shares of ourd
common stock {determined in accordance with and subject to adjustment wider the partnershipd
agreement of our Operating Partnership), or, at our election, as the sole general partner, on behalf ofd
the Operating Partnership, to exchange their common units for shares of our common stock on a one
for--one basis, subject to certain adjustments and the restrictions on ownership and transfer of our stockd
or the Operating Partnership sells the property and/or (ii) Talon OP preferred units which provided
rights to certain distributions and can later be redeemed for the liquidation preference and any accruedd
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and unpaid distributions. This ability to offer tax-deferred purchase terms could make us a more 
attractive buyer to some property sellers. We are not currently qualified as a REIT and do not expect to 
qualify as a REIT during the current calendar year. 

Competition 

We believe that the competition for leasing the properties we own and for completing acquisition 
opportunities we may target is highly fragmented. We compete with REITs, institutional investors, public and 
private real estate companies, as well as other commercial real estate operators and developers who have properties 
in our vicinity and the areas where we target acquisitions. We believe that the following competitive factors 
influence our ability to attract tenants to our current properties; location, price and tenns, the appearance of 
properties and the speed at which we can execute leases. 

As leases at the properties we own and at any future properties we may acquire expire, we may encounter 
significant competition to renew or re-lease space. As a result, we may be required to provide rent concessions or 
abatements, incur charges for tenant improvements and other inducements, including early termination rights or 
below-market renewal options, or we may not be able to timely lease vacant space. In that case, our financial 
condition, results of operations, cash flow, per share trading price of our common stock and ability to satisfy our 
debt service obligations and to pay dividends may be adversely affected. 

We believe that the following competitive factors will influence our ability to acquire additional properties 
and grow our business: offer price, access to capital and ability to quickly identify and consummate transactions. 
Competition may have the effect of reducing the number of suitable acquisition opportunities available to us and 
increase the price required to consummate an acquisition opportunity. Likewise, competition with sellers of similar 
properties to locate suitable purchasers may result in us receiving lower proceeds from any sale we might seek to 
make or in us not being able to dispose of a property at a time of our choosing due to the lack of an acceptable 
return. 

Acquisition Pipeline 

We are continually engaging in internal research as well as infonnal discussions with various parties 
regarding our potential interest acquisition opportunities in different states throughout our primary geographic 
region. There is no assurance that any currently available properties will remain available, or that we will pursue or 
complete any of these potential acquisitions, at prices acceptable to us or at all. 

Talon RE, a wholly owned subsidiary of our Operating Partnership, has entered into a contribution 
agreement to acquire a 51% interest in 5130 LLC, subject to receiving consent to the transfer from the entity's 
lender. 5130 LLC owns an industrial complex consisting of two properties with approximately 171,639 rentable 
square feet located in Maple Plain, MN. 

Our Current Property Interests 

We cUJTently own four properties located in and around the Minneapolis-St. Paul metropolitan area of 
Minnesota. 

On June 7, 2013, we acquired a 49% interest in an entity that owns an industrial complex consisting of two 
buildings with approximately 171,639 square feet located in the Minneapolis-St. Paul metropolitan area. The 
buildings currently have a combined occupancy ofij�%. We have entered into a contribution agreement to acquire 
the remaining interest in this entity, subject to receiving consent to the transfer from the entity's l�nder. 

During 2014, we completed two acquisitions with a purchase price totaling approximately $58 million and 
over 1 million in gross building square feet. On May 29, 2014, we comp1eted the acquisition of a 227,000 square 
foot building situated on 20 acres of land in Minnetonka, MN that is currently ;(9.().% leased by over� i5q tenants who 
are wholesale distributors. 
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The following table sets forth information regarding our 5 largest tenants as of December 31, 2017. 
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or Company's 
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Total Company's for the the Year 
Leased Rentable Year Ended Ended 

Primary Lease Square Square December JI, December JI, 
Prol!!!!l'. Locadon<0 Tenant lndustrY Use E,:l!iration Feet Feet 2017 1017 

180 E Sib Street, HealthCare Office 4/30/2023(3) 119,490 l:ZO/o $ 1,829,284 23% 
St.Pau�MN 
180 E 51b Street; Government Office 5/3112020 89,130 9% $ 1,410,843 19% 
St. Paul.MN 
180 E 5th Street, Retail Office 3/31/2020 102.577 10% $ 1,274,453 16% 
SL Paul, MN(2> 
5130 Industrial St, Construction Industrial 21281'2021 59,500 6% $ 225,628 3% 
Maple Plain, MN 
1350 Budd Ave, Construction Industrial 2/28/20i8 29,903 3% $ 106,517 1% 
Maple Plain, MN 
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The future square feet expiring for the current leases in place as of December 31, 2017 are as follows: 
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Management may periodically sell certain properties including core income-producing and value-added 
properties for various reasons based on individual circumstances and opportunities. Proceeds from the sale of such 
properties may be used to repay related property debt, pay transaction expenses, acquire or invest in other properties 
and for general corporate purposes including satisfying existing liabilities. 
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Financing and Leverage Policy 

We anticipate using a number of different sources to finance our acquisitions and operations, including 
cash flows from operations, issuance of debt securities or equity securities (which might be shares of our common or 
preferred stock or limited partnership units in the Operating Partnership that are redeemable for our common stock 
or provide rights to certain distnoutions), private financing (such as additionaJ bank credit facilities, which may or 
may not be secured by our assets), asset sales, seller fmancing, property-level mortgage debt, or any combination of 
these sources, to the extent available to us, or other sources that may become available from time to time. Any debt 
that we incur may be recourse or non-recourse and may be secured or unsecured. We also might consider joint 
venture or other partnering opportunities as they arise in order to acquire properties that would otherwise be 
unavailable to us. We may use the proceeds of our borrowings to acquire assets, to refmance existing debt or for 
general corporate purposes. 

Although we are not required to maintain any particular leverage ratio, we intend, when appropriate, to 
employ prudent amollllts of leverage and to use debt as a means of providing additional fimds for the acquisition of 
assets, to refinance existing debt or for general corporate pmposes. We expect to use leverage conservatively, 
assessing the appropriateness of new equity or debt capital based on market conditions, including prudent 
assumptions regarding future cash flow, the creditworthiness of tenants and future rental rates. Our articles of 
incorporation and bylaws do not limit the amount of debt that we may incur. As of December 31, 2017, our ratio of 
notes payable to total assets (net of accumulated depreciation) was approximately 1300/4 based on the net 
depreciated cost of our properties. 

Our board of directors will consider a number of factors in evaluating the amount of debt that we may 
incur. Our board of directors may from time to time modify its views regarding the appropriate amount of debt 
financing in light of then-current economic conditions, relative costs of debt and equity capital, market value of our 
portfolio, general conditions in the market for debt and equity securities, fluctuations in the market price of our 
common stock, growth and acquisition opportunities and other factors. Our decision to use leverage in the future to 
finance our assets will be at our discretion and will not be subject to the approval of our shareholders. 

Regulation 

Properties in which we plan to invest are subject to various covenants, laws, ordinances and regulations, 
including environmental regulations and regulations relating to common areas and fire and safety requirements. 

Americans with Disabilities Act 

Properties in which we plan to invest are subject to Title m of Americans with Disabilities Act, or the 
"ADA'\ to the extent that such properties are "public accommodations'' as defined by the ADA. Toe ADA may 
require removal of structural baniers to access by persons with disabilities in certain public areas of our properties 
where such removal is readily achievable. 

Environmental Matters 

Under various federal, state and local laws and regulations relating to the environment, as a current or 
former owner or operator of real property, we may be liable for costs and damages resulting from the presence or 
discharge of hazardous or toxic substances, waste or petroleum products at, on, in, under, or migrating from such 
property or properties, including costs to investigate, clean up such contamination and liability for natural resources. 
Such laws often impose liability without regard to whether the owner or operator knew of, or was responsible for, 
the presence of such contamination, and the liability may be joint and several. These liabilities could be substantial 
and the cost of any required remediation, removal, fines, or other costs could exceed the value of the property and/or 
our aggregate assets. In addition, the presence of contamination or the failure to remediate contamination at any 
properties we own or acquire may expose us to third-party liability for costs of remediation and/or personal or 
property damage or may materially adversely affect our ability to sell, lease or develop the properties or to borrow 
using such property or properties as collateral. In additio� environmental Jaws may create liens on contaminated 
sites in favor of the government for damages and costs it incurs to address such contamination. Moreover, if 
contamination is discovered on any properties we own or acquire, environmental laws may impose restrictions on 
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the manner in which the property may be used or businesses may be operated, and these restrictions may require 
substantial expenditures. 

The properties we own, and any properties we acquire in the future, may contain, have contained, or be 
adjacent to or near other properties that have contained or currently contain storage tanks for the storage of 
petroleum products or other hazardous or toxic substances. Similarly, any properties we own or acquire might have 
been used in the past for commercial or industrial purposes that involve or involved the use of petroleum products or 
other haz.ardous or toxic substances, or are adjacent to or near properties that have been or are used for similar 
commercial or industrial purposes. As a result, such property or properties may have been or may be impacted by 
contamination arising from the releases of such hazardous substances or petroleum products. If we deem it 
appropriate in the future, we may take steps to address identified contamination or mitigate risks associated with 
such contamination; however, we are unable to ensme that further actions will not be necessary. As a result of the 
foregoing, we could potentially incur material liabilities. 

Environmental laws also govern the presence, maintenance and removal of asbestos-containing building 
,s

materials, or '�ACBM,s, and may impose fines and penalties for failure to comply with these requirements or expose 
us to third-party liability (e.g., liability for personal injury associated with exposure to asbestos). Such laws require 
that owners or operators of buildings containing ACBM (and employers in such buildings) properly manage and 
maintain the asbestos, adequately notify or train those who may come into contact with asbestos, and undertake 
special precautions, including removal or other abatement, if asbestos would be disturbed during renovation or 
demolition of a building. Any properties we own or acquire may contain ACBM and we could be liable for such 
damages, fines or penalties. 

In additio� the properties we own or acquire will be, subject to various federal, state, and local 
environmental and health and safety requirements, such as state and local fire requirements. Such environmental and 
health and safety laws and regulations could subject us or our tenants to liability resulting from activities on the 
properties or the failure to comply with such requirements. Environmental liabilities could affect a tenant's ability to 
make rental payments to us. In addition, changes in laws could increase the potential liability for noncompliance. 
The costs associated with such liability could be substantial and could have a material adverse effect on us. 

When excessive moisture accumulates in buildings or on building materials, mold growth may occur, 
particularly if the moisture problem remains undiscovered or is not addressed over a period of time. Some molds 
may produce airborne toxins or irritants. lndoor air quality issues can also stem from .madequate ventilation, 
chemical contamination from indoor or outdoor sources, and other biological contaminants such as pollen, viruses 
and bacteria lndoor exposure to airborne toxins or initants above certain levels have been alleged to cause a variety 
of adverse health effects and symptoms, including allergic or other reactions. As a result, the presence of significant 
mold or other airborne contaminants at the properties we own or acquire could require us to undertake a costly 
remediation program to contain or remove the mold or other airborne contaminants from the affected property or 
increase indoor ventilation. In addition, the presence of significant mold or other airborne contaminants could 
expose us to liability from olll' tenants, employees of our tenants or others if property damage or personal injury 
occurs. We are not presently aware of any material adverse indoor air quality issues at our cmrent properties. 

REIT Qualijkation 

We intend to elect to be taxed as a REIT for the calendar year in which we qualify to be taxed as such 
under the Revenue Code and it is advantageous to the shareholders to do so. The earliest we could qualify would be 
our taxable year ending on DeceJDber 31, 2018. Our qualification as a REIT will depend upon our ability to meet on 
a continuing basis, through actual investment and operating results, various complex requirements under the Code 
relating to, among other things, the sources of our gross income, the composition and values of our assets, our 
distribution levels and the diversity of ownership of our shares. We believe that we have been organized in 
conformity with the requirements for qualification and taxation as a REIT under the Code, and that our intended 
manner of operation will enable us to meet the requirements for qualification and taxation as a REIT. We intend to 
amend our articles to include certain restrictions to· enable us to meet the requirements for qualification and taxation 
as a REIT. 
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So long as we qualify as a REIT, we generally will not be subject to U.S. federal income tax on our REIT 
taxable income we distribute currently to our shareholders. If we fail to qualify as a REIT in any taxable year and do 
not qualify for certain statutory relief provisions, we will be subject to U.S. federal income tax at regular corporate 
rates and may be precluded from qualifying as a REIT for the subsequent four taxable years following the year 
during which we lose our REIT qualification. Even if we qualify for taxation as a REIT, we may be subject to 
certain U.S. federal, state and local taxes on our income or property. In addition, any TRS we own will be subject to 
U.S. federal, state andlocal taxes on its income or property. We do not qualify as a REIT in the current calendar 
year. 

Investment Company Act of 1940 

We intend to conduct our operations so that neither we nor any of our subsidiaries are required to register 
as an investment company under the Investment Company Act of 1940. 

Risk Manag�ment 

Our risk management activities are overseen by our board of directors. We will face various forms of risk 
in our business ranging from broad economic, commercial and industrial market and interest rate trends to more 
specific factors such as credit risk related to our tenants, ability to meet financial obligations under our loan 
agreements, leasing of properties and competition for properties. We also face risks related to our limited number of 
employees and significant debt load, as well as pending litigation. See also "Risk Factors." 

Insurance 

We currently maintain property, liability, and umbrella coverage under a blanket policy for each property. 
We believe the policy specifications and insured limits covering our properties are appropriate and adequate given 
the relative risk of loss, the cost of the coverage and industry practice; however, our insurance coverage may not be 
sufficient to fully cover our losses. 

Employees 

We have structured our operations in a manner that minimizes overhead and relies on third parties to supply 
experience and expertise necessary to identify and exploit potential acquisition opportunities. We will attempt to 
minimize general and administrative expenses by maintaining adequate levels of overhead and staff while 
outsourcing operational duties to consultants and independent contractors where appropriate. We currently have five 
full-time employees, but expect to eventually hire more employees appropriate for the development of our business. 

Executive Officers 

Set forth below are the names, ages and titles of the persons serving as our executive officers. 

Name Position 

MG Kaminski Chief Executive Officer 
Keith Gruebele Chief Financial Officer 

MG Kaminski has served as our Chief Executive Officer and a Director since June 7, 2013. Mr. Kaminski 
has over 25 years of experience in managed, leased, and constructed real estate. Prior to joining us, he served as 
President of a variety of real estate companies, including Kasa Real Estate, LLC, a real estate property management 
company, from December 20 IO to June 7, 2013, WP Construction, LLC, a real estate construction company, from 
May 2006 to December 2012, Way.zata Properties, LLC, a reaJ estate management company, from December 2003 
to December 2011 and WP Brokerage, LLC, a leasing real estate company, from October 2005 to December 2010. 
Mr. Kaminski also has significant asset management experience, serving as President of Wayzata Capital 
Management, LLC from August 1996 to December 2012. Mr. Kaminski' s qualifications to serve on our board of 
directors include, among other skills and qualifications, his extensive experience as a manager and in the real estate 
indusny. On May 18, 2012, the Hennepin County District Court appointed Colliers International as a receiver for the 
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555,945 sq. ft. Parkdale office park in St. Louis Park, MN. The property was owned by Parkdale Properties, _LLC, 
for which Mr. Kaminski served as chief manager. 

Keith Gruebe/e has served as our Chief Financial Officer since November I, 2016. Prior to joining us, Mr. 
Gruebele served as the Director of Finance at Mid America Festivals from April 2016 through October 2016. He 
served as an independent consultant from September 2015 through March 2016. From January 2010 through August 
2015 he served as Finance, Operations, Real Estate and Special Projects Leader at GLC Enterprises, Inc. Mr. 
Gruebele holds an inactive CPA license from the st.ate of Minnesota. 
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Item tA. Risk Factors 

Set forth below and elsewhere in this Annual Report on Form 10-K, and in other documents we file with the 
Securities and Exchange Commission, are risks and uncertainties that could cause our actual results to differ 
materially from the results contemplated by thefonvard-looking statements contained in this Annual Report on 
Form 10-K and in other written and oral communications from time to time. Our business could be harmed by mo' 
of these risks. The trading price of our common stoclc could decline due to any of these risks. In assessing these 
risks, you should also refer to the other information contained in this Annual Report on Form 10-K, including our 
financial statements and related notes. 

RISKS RELATED TO OUR BUSINESS AND FINANCIAL CONDITTQN 

We are a company with limited operating history for you to es,a/uate our business. 

Our predecessor was incorporated in the State of Utah on November l, 2007, for the sole purpose of 
becoming the holding company of Guidebook, which focuses on providing "do-it-yourself' instructional manuals 
for residential electrical, plumbing, and remodeling applications. We divested Guidebook in connection with the 
transactions forming our current business. We formed our Operating Partnership in June 2013 and currently are 
engaged in the business of investing in office, industrial and retail properties located in our target markets. We have 
a limited operating histocy for you t.o consider in evaluating our business and prospects. In addition, our business 
plan involves significant expansion of our real estate holdings that have not been agreed upon as of the date of this 
filing. As a result, it is difficult for potential investors to evaluate our business and prospects. Our operations are 
subject t.o all of the risks, difficulties, complications and delays frequently encountered in connection with the 
formation of any new business, as well as those risks that are specific to the real estate industry. 

The report of our independenJ r�istered public ai:coundng jinn expresses substantial doubt about our ability to 
continue as a going concern. 

Our independent registered public accounting firm has indicated in its opinion attached to its audit report 
for the year ended December 31, 2017 that there is substantial doubt about our ability to continue as a going concern 
due to our expectation that projected funds from operations, together with current cash on hand, will be insufficient 
to meet working capital requirements, t.o repay debt at maturity and other f11UU1cing costs and to fund required 
capital expenditures and leasing costs. Our financial statements do not include any adjustment that might result from 
the outcome of this uncertainty. Any management plan to address our financial condition may be ineffective, and we 
cannot provide any assurance that we will be able to continue as a going concern. 

Our business plan requires additional /Jquidily and capital resources that might not be available on terms that are 
favorable to us, or at all, which raises substantial doubt abolll our ability to continue as a going concern or 
restricts our ability to grow and adversely affect our results of operadons. 

We currently do not have available cash and cash flows from current operations to provide us with 
adequate liquidity for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have very 
limited cash flow from current operati9ns. As of December 31, 2017, we had WU'estricted cash of$7l,183 and 
current liabilities including tenant improvement allowances, unsecured debt, accounts payable and accrued expenses 
substantially in excess of the available cash. We therefore will require additional capital and/or increased cash flow 
from future operations to fund our ongoing business. There is no guarantee that we will be able to raise any required 
additional capital or generate sufficient cash flow from our current and future operations to fund our ongoing 
business. If the amount of capital we are able to raise together with our income from operations is not sufficient t.o 
satisfy our capital needs, we may be required to cease our operations or alter our growth plans. If we are unable to 
continue as a going concern, we may have to liquidate our assets and may receive less than the value at which those 
assets are carried on our consolidated financial statements, and it is likely that investors will lose all or a part of their 
investment. 

Any additional capital raised through the sale of equity or the issuance of equity in connection with 
property acquisitions may dilute the ownership percentage of our shareholders. This could also result in a decrease 
in the fair market value of our equity securities because our assets would be owned by a larger pool of outstanding 
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equity. The terms of securities we issue in futw-e capital transactions may be more favorable to our new investors, 
and may include preferences, superior voting rights and the issuance of warrants or other derivative securities, and 
issuances of incentive awards under equity employee incentive plans, which may have a further dilutive effect Debt 
financing, if available, may involve restrictive covenants or additional security interests in our assets and would 
increase our expenses due to interest payment requirements. 

Our ability to obtain needed financing may be impaired by such factors as the health of and access to 
capital markets (both generally and in the real estate industry in particular), our status as a new enterprise without a 
significant demonstrated operating history, the substantial doubt about our ability to continue as a going concern, 
and/or the loss of key management. We may incur substantial costs in pursuing future capital financing. including 
investment banking fees, legal fees, accounting fees, securities law compliance fees, printing and distnoution 
expenses and other costs. We may also be required to recognize non-cash expenses in connection with certain 
securities we may issue, such as convertible notes and warrants, which may adversely impact our financial condition 
and results of operations. 

We own real estate that Is subject to financial and other covenants, as well as Uens. We are not in compliance 
with all of those covenants, which may constitute an event of default under certain of our loan agreements and 
caase acceleration of certain indebtedness and the initiation. of Joredosure action against certain of our 
properties. 

All of the properties we own are subject to loan agreements requiring, among other covenants, compliance 
with certain fmancial and non-financial covenants. In the event we are unable to comply with the requirements of 
our borrowings, we may be subject to default, which could cause a lender to accelerate our indebtedness or to 
initiate a· foreclosure action. Judgments against the borrower in excess of S t.00,000 or against the guarantors of our 
loans in excess of$250,000 that remain unpaid after 30 days constituted an event of default under our previous 
10301 Bren Road loan agreements and judgments against the borrower or the guarantors of our loans in excess of 
$250,000 that remain unpaid after 60 days constituted and event of default under our previous 180 East 5th Street 
loan. 

On February 27, 2017, a judgment in the amount of$719,365 was ordered against Talon Bren Road, LLC 
and Talon O.P. L.P. On March 27, 2017, Talon Bren Road, LLC received a notice o{ a default under the terms ofour 
second mortgage agreement, the outstanding balance of which was $2.0 million as of December 31, 2016. On April 
13, 2017, Talon Bren Road, LLC, Talon O.P. and Talon Real Estate Holding Cotp. received a notice of default and 
acceleration demand for payment of amounts outstanding under our first mortgage loan agreement, the balance of 
which was approximately $10.7 million as ofDecember 31, 2016. On June 23, 2017 the amounts outstanding on the 
first and second mortgage were refinanced with a new lender and the judgment in the amount of $719,365 was 
satisfied out of the proceeds of the refinancing. 

On April 7, 2017, a judgment in the amount of$897,695 was ordered against Talon Real Estate Holding 
Company and Talon O.P. L.P,jointiy and severally. On May 31, 2017, the Court granted a Charging Order against 
the Company and Talon O.P.L.P where the Company and Talon O.P.L.P are required to pay all profits and 
distributions to the plaintiff until the full amount of the judgment is paid and satisfied. 

We could face difficulties in refinancing loans involving balloon payment obligations. 

Most of our mortgage loans require us to make a lump-sum or "'balloon" payment at maturity. Our ability to 
make a balloon payment at maturity could be uncertain and may depend upon our ability to ob�in additional 
financing, to refinance the debt or our ability to sell the particular property. On April 8, 2017, we bad a balloon 
payment due in the amount of$4.3 million dollars. As of the date of this report, the payment is past due and we have 
been unable to refinance it. If we continue to be in default or are unable to obtain a waiver from the lender, the 
lender may foreclose on the secured property or accelerate any amounts due. We may be required to sell the 
mortgaged property at a time which may not permit realization of the maximum return on such property. The effect 
of a refinancing or sale could affect the rate of return to shareholders and the projected time of disposition of our 
assets. lf we are able to refmance the debt, we may not be able to obtain tenns as favorable as the original loan. The 
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__ effect of a fj.!�cing or.sale c<>.uld affect the �te of re� to shareholders and the projected time of disposition ofo
our assets.11:-!iscuss· Gamma-default and resofutto� here�.. �el!J 

We cu"ently own, and may own In the future, non-controlling interests in some of our properties, including a 
49% Interest in one of our real estate Investments and therefore do not exercise voting control over the property. 

Our Operating Partnership currently owns a 49% interest in an entity that owns an industrial complex 
located in the Minneapolis-St. Paul metropolitan area. An affiliate of MG Kaminsk� our Chief Executive Officer, 
owns the other SI o/o interest in the entity. Talon RE, a wholly owned subsidiary of our Operating Partnership, 
entered into a contribution agreement with Mr. Kaminski to acquire his remaining interest in the entity, subject to 
receiving consent to the transfer from the entity's lender, but there can be no assurance that the lender will consent 
to the transfer or that we will ever acquire a controlling interest in the entity that owns the complex. 

Our current non-controlling interest in the industrial complex and any future co-investments we might 
make with third parties through partnerships.joint ventures or other entities are subject to a variety of risks. For 
example, we might not be in a position to exercise sole decision-making authority regarding the property subject to a 
co-investment. Partners or co-ventures in a co-investment also might become bankrupt or fail to satisfy their 
obligations with respect to a property. Partners or co-ventures may have economic or other business interests or 
goals which are inconsistent with our business interests or goals, and may be in a position to take actions contrary to 
our policies or objectives, and they may have competing interests in our markets that could create conflict of interest 
issues. Such inves1ments may also have the potential risk of imp9t5Ses on decisions, such as a sale, because neither 
we nor the partner or co-venture would have full control over the partnership or joint venture. In addition, prior 
consent of any joint venture partners may be required for a sale or transfer to a third party of our interests in the joint 
venture, which would restrict our ability to dispose of our interest in the joint venture. If we become a limited 
partner or non-managing member in any partnership or Limited Liability Company and such entity takes or expects 
to take actions that could jeopardize our status as a REIT or require us to pay tax, we may be forced to dispose of 
our interest in such entity. Disputes between us and partners or co-ventures may result .in litigation or arbitration that 
would increase our expenses and prevent our officers or directors from focusing their time and effort on our 
business. Consequently, actions by or disputes with partners or co-ventures might result in subjecting any properties 
owned by the partnership or joint venture to additional risk. In addition, we may in certain circumstances be liable 
for the actions of our third-party partners or co-ventures. Any such joint ventures may be subject to debt and the 
refinancing of such debt may require equity capital calls. 

We are subject to litigation proceedings tl1at could harm our business if an unjflVorable ruling were to occur. 

From time to time, we may become involved in litigation and other legal proceedings relating to claims 
arising from our operations in the normal course of business. As described in, but not limited to, Part I, Item 3, 
"Legal Proceedings" of this Form 10-K, we are currently subject to certain legal proceedings. Litigation is subject to 
inherent uncertainties, and unfavorable rulin� may occur. We cannot assure you that these or other litigation or 
legal proceedings will not materially affect our ability to conduct our business in the manner that we expect or 
otherwise adversely affect us should an unfavorable ruling occur. 

Our lack of divenijlcation Increases the risk of an investment in our company, and our financial condition and 
resu/Js of operations may deteriorate if we /ail to divenify. 

We currently own an interest in four commercial properties located in the Minneapolis-St. Paul area. 
Although we intend to continue to acquire additional properties for our portfolio, our ability to diversify our 
portfolio will depend on our access to additional capital and financing sources and the availability of suitable 
acquisition targets. We also intend to finance some acquisitions with shares of our company's common stock or the 
Operating Partnership's limited partnership units so our ability to diversify may also depend on the willingness of 
real estate owners to exchange their real estate holdings for such securities, which we anticipate wilJ have limited 
liquidity. Until such time as we are able to diversify our property holdings, if at al� our results of operations will 
depend on economic conditions in the Minneapolis-St. Paul area and could fluctuate significantly depending on 
local economic factors that are outside of our control. In addition, natural disasters in this area, such as tornadoes, 
could significantly damage our current property and materially and adversely affect our financial condition, results 
of operations and prospects. 
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As of December JI, 2017, there was approximately $71 million of indebtedness secured by buildings in which we 
have an interest, which could ex.pose us to default, prevent the disposition of any of the properties or result in a 
significant loss upon disposition of any of the properties. 

The appraised value or purchase price of acquired properties are not necessarily equal to the fair market 
value or the consideration we would receive if we disposed of the properties in arm� s length transactions. If the fair 
market value of the property is less than the amount of outstanding debt secured by the property, the entity that owns 
the property might not be able to dispose ofit or, ifit does dispose of the property, it could be at a substantial loss 
that would adversely affect our results of operations and financial condition. In addition, payments of principal and 
interest on the indebtedness related to the property inay require us to contribute cash resources to operate the 
property, and indebtedness on any future properties we may acquire or seek to acquire in the future could leave us 
with insufficient cash resources to operate our business or to pay dividends to our shareholders. 

We are dependent on key personnel and need to hire additional qualified penonnel for our business to succeed. 

Our performance is substantially dependent on the perfonnance of our senior management, including MG 
Kaminski, our Chief Executive Officer, and Keith Gruebele, our Chief Financial Officer. The loss of the services of 
any of our executive officers could have a material adverse effect on our business, results of operations and our 
financial condition. Our future success also depends on our continuing ability to attract and retain highly qualified 
managerial and other personnel. Competition for such personnel is intense and we may not be able to retain our key 
managerial and other employees or may not be able to attract an·d retain additional highly qualified managerial and 
other personnel in the future. The inability to attract and retain necessazy managerial and other personnel could have 
a material adverse effect upon our business, results of operations and financial condition. 

We may not be able to operate as a REIT and our management team has no REIT experience. 

Our board of directors and executive officers have no prior experience operating a REIT. There is a risk 
that the past experience of our management team will not be sufficient to operate our company as a REIT. We may 
not qualify to elect REIT status for the current calendar, or at all. Our failure to qualify as a REIT may have an 
adverse effect on our tax position, financial conditio� results of operations, cash flow and trading price of our 
common stock. 

Our management team has never nm a public company. 

Our executive officers have no prior experience operating a publicly-traded company. There is a risk that 
the past experience of our management team will not be sufficient to timely meet disclosure requirements of the 
Securities and Exchange Commission (the ''SEC") or otherwise comply with securities laws applicable to publicly
traded companies. Our failure to operate as a public company would have an adverse effect on our financial 
condition, results of operations, cash flow and trading price of our common stock. 

If our remedial measures are Insufficient to address material weaknesses and we are unable to maintain an 
effective system of internal control over financial reporting, we may not be able to accurately report our financial 
results, timely file.our periodic reports, maintain our reporting staJus or prevent frautL 

Our management is responsible for establishing and maintaining adequate internal control over fmancial 
reporting. In connection with our management's assessment of the effectiveness of our internal control over 
financial reporting as of December 31, 2017, we concluded there were two material weaknesses. Our management 
identified material weaknesses in int.emal control over fmancial reporting relating to our internal control 
environment and our period end financial reporting. In addition, we identified multiple significant deficiencies in our 
internal control over financial reporting. Under standards established by the Public Company Accounting Oversight 
Board, a material weakness is a deficiency, or combination of deficiencies, in internal control over fmancial 
reporting such that there is a reasonable possibility that a material misstatement of our annual or interim financial 
statements will not be prevented, detected or corrected on a timely basis. 
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Although management has begun taking and intends to continue to take a number of steps to remediate the 
underlying causes of these material weaknesses (see "Item 9A Controls and Procedures - Management's Annual 
Report on Internal Control Over Financial Reporting" and"- Management Remediation Plan"), we cannot assure 
that this remediation will occur on a timely basis, or that the efforts to remediate the material weakness will be 
effective. 

Moreover, if our remedial measures are insufficient to address the material weaknesses, or if additional 
material weaknesses or significant deficiencies in our internal control over financial reporting are discovered or 
occur in the future, then there exists a risk that our consolidated financial statements may contain material 
misstatements that are unknown to us at that time, and such misstatements could require us to restate our financial 
results. Our management or our independent registered public accounting firm may identify other material 
weaknesses in our internal control over financial reporting in the future. The existence of a material weakness in our 
internal control over financial reporting may result in current and potential stockholders and lenders losing 
confidence in our financial reporting, which could negatively impact the market price of our common stock or 
willingness of lenders to extend credit to our Company� 

In addition, the existence of material weaknesses in our internal control over financial reporting may affect 
our ability to timely file periodic reports under the Exchange Act and may consequently result in the SEC revoking 
the registration of our common stock or the delisting of our common stock. Any of these events could have a 
material adverse effect on the market price of our common stock or on our business, financial condition and results 
of operations. 

Our insurance may be inadequate to coa,er llabi/ilies we may incur. 

Our ownership of rea1 property may result in us becoming subject to liability for pollution,· property 
damage, personal injury, death or other hazards. Although we expect to obtain insurance in accordance with industzy 
standards to address such risks, such insurance has limitations on liability that may not be sufficient to cover the full 
extent of such liabilities. In addition, such risks may not, in all circumstances, be insurable or, in certain 
circwnstances, we may choose not to obtain insurance to protect against specific risks due to the high premiums 
associated with such insurance or for other reasons. The payment of such uninsured liabilities would reduce the 
funds available to us. Ifwe suffer a significant event or occurrence that is not fulJy ins� or if the insurer of such 
event is not solvent, we could be required to divert funds from capital investment or other uses towards covering our 
liability for such events, and we may not be able to continue to obtain insurance on commercially reasonable terms. 

We rely on revenues deria,ed from key tenants. 

We derive significant revenues from certain key tenants. We could be adversely affected in the event of the 
bankruptcy or insolvency ot: or a downturn in the business of, any of our key tenants, or in the event that any such 
tenant does not renew its leases as they expire or renews such leases at lower rental rates. 

Any bankruptcy filings by or relating to any of our tenants could bar us from collecting pre-bankruptcy 
debts from that tenant, unless we receive an order permitting us to do so from the bankruptcy court. A tenant 
bankruptcy could delay our efforts to collect past due balances under the relevant leases, and could ultimately 
preclude full coUection of these sums. 

On March 7, 2017, a key tenant in one of our properties filed for Chapter 11 bankruptcy protection from its 
creditors. Toe bankruptcy court authorized the tenant to reject and terminate its lease with us effective September 
30, 2017. As of the date of this report we have been unable to re-let this space to another lessee which reduces the 
operating cash flow of this property. See "Item 1- Our Current Property Interests" for quantified information with 
respect to the percentage of our minimum rents received from major tenants. 
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RISKS RELATED TO OUR INDUSTRY 

•o the attractiveness of our properties to tenants or buyers;o

•o competition from other available properties;o

•o changes in market rental rates and related concessions granted to tenants such as free rent, tenanto
allowances and tenant improvement allowances; and ·o

•o the need to periodically repair, renovate and re-lease space.o

Uncertain economic conditions may adversely impact current or future ten�ts and, accordingly, could 
affect their ability to pay rents owed to us pursuant to their leases. In periods of economic uncertainty, tenants are 
more likely to close less profitable locations or to declare bankruptcy, and, pursuant to various bankruptcy laws, 
leases may be rejected and thereby tenninated. Furthennore, our ability to sell or lease our properties at favorabJe 
rates, or at all, may be negatively impacted by general or local economic conditions. 

Our ability to collect rent from tenants may affect our ability to pay for adequate maintenance, insurance 
and other operating costs. Also, the expense of owning and operating a property is not necessarily reduced when 
circumstances such as market factors cause a reduction in income from the property. If a property is mortgaged and 
we are unable to meet the mortgage payments, the ]ender could foreclose on the mortgage and take title to the 
property. In addition, interest rate levels, the availability of financing, changes in laws and governmental regulations 
(including those governing usage, zoning and taxes) may adversely affect our financial condition. 

Leasing risk. Our operating revenues are dependent upon entering into leases with and collecting rents from 
tenants. In uncertain economic times, tenants whose leases are expiring may desire to decrease the space they lease 
or may be unwilling to continue their lease. When leases expire or are terminated, replacement tenants may not be 
available upon acceptable tenns and market rental rates may be lower than the previous contractual rental rates. 
Also, during uncertain economic conditions, tenants may approach.us for additional concessions in·order to remain 
open and operating. The granting of these concessions may adversely affect our results of operations and cash flows 
to the extent that they result in reduced rental rates, additional capital improvements, or allowances paid to or on 
behalf of the tenants. 

Uninsured losses and condemnation costs. Accidents, terrorism incidents, tornadoes or other acts of God 
and other losses at our properties for any reason could adversely affect our operating results. Casualties may occur 
that significantly damage an operating property, and insurance proceeds may be less than the total loss incwred by 
us. We maintain casualty insurance under policies we believe to be appropriate, but some types oflosses, such as 
those related to the termination of longer-tenn leases and other contracts, generally are not insured. Certain types of 
insurance may not be available or may be available on terms that could result in large uninsured losses. Property 
ownership also involves potential liability to third parties for such matters as personal injuries occurring on the 
property. Such losses may not be fully insured. In addition to uninsured losses, various government authorities may 
condemn all or parts of operating properties. Such condemnations could adversely affect the viability of such 
projects. 

Our ownership of commerdal real estate involves a number of risks, the effects of which could adversely aff ecJ 
our business. 

General economic and market risks. In periods during, or following, a general economic decline or 
recessionary climate, ow- assets may not generate sufficient cash to pay expenses, service debt or cover maintenance, 
and, as a result, our results of operations, casn flows and ability to pay dividends (if any) may be adversely affected. 
Several factors may adversely affect the economic performance and value of our properties. These factors include, 
among other things: 

•o changes in the national, regional and local economic climate;o

•o local real estate conditions such as an oversupply of properties or a reduction in demand for properties;o
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Environmental issues. Environmental issues that arise at our properties could have an adverse effect on our 
financial condition and results of operations. Federal, state and local laws and regulations relating to the protection 
of the environment may require a current or previous owner or operator of real estate to investigate and clean up 
hazardous or toxic substances or petroleum product releases at a property. If determined to be liable, the owner or 
operator may have to pay a governmental entity or third parties for property damage and for investigation and clean
up costs incurred by such parties in connection with the contamination, or perform such investigation and clean-up 
itself. Although certain legal protections may be available to prospective purchasers of property, these laws typically 
impose clean-up �ponsibility and liability without regard to �hether the owner or operator knew of or caused the 
presence of the regulated substances. Even if more than one person may have been responsible for the release of 
regulated substances at the property, each person covered by the environmental laws may be held responsible for all 
of the clean-up costs incurred In addition, third parties may sue the owner or operator of a site for damages and 
costs resulting from regulated substances emanating from that site. Unidentified environmental liabilities could have 
an adverse effect on our financial condition and results of operations. 

Liquidity risk. Real estate investments are relatively illiquid and can be difficult to sell and convert to cash 
quickly, especially if market conditions are not favorable. As a result, our ability to sell one or more of our 
properties, whether in response to any changes in economic or other conditions or in response to a change in 
strategy, may be limited In the event we want to sell a property, we may not be able to do so in the desired time 
period, the sales price of the property may not meet our expectatjons or requirements, and we may be required to 
record an impairment loss on the property as a result 

We face possible risks associated with the physical effects of climate change. 

We cannot assert with certainty whether climate change is occurring and, if so, at what rate. However, the 
physical effects of climate change could have a material adverse effect on our properties, operations and business. 
To the extent climate change causes changes in weather patterns, our markets could experience increases in storm 
intensity. Over time, these conditions could result in declining demand for office space in our buildings or our 
inability to operate the buildings at all. Climate change may also have indirect effects on our business by increasing 
the cost of ( or making unavailable) property insurance on terms we find acceptable, increasing the cost of energy 
and increasing the cost of snow removal or repairs and maintenance at our properties. There can be no assurance that 
climate change will not have a material adverse effect on our properties, operations or business. 

Data security breaches may cause damage to our business and reputation. 

In the ordinary course of our business we maintain sensitive data, including our proprietary business 
information and the information of our tenants and business partners, in our networks. Notwithstanding the security 
measures undertaken, our infonnation technology may be �erable to attacks or breaches resulting in proprietary 
information being publicly disclosed, lost or stolen. There can be no assurance that our security efforts and measures 
will be effective or that attempted security breaches or disruptions would not be successful or damaging. Protected 
information, networks, systems and facilities remain vulnerable because the techniques used in such attempted security 
breaches evolve and may not be recognized or detected until launched against a target. Accordingly, we may be unable 
to anticipate these techniques or to implement adequate security barriers or other preventative measures. 

Data and security breaches could: 

• disrupt the proper :fimctioning of our networks and systems and therefore our operations and/or those of our 
client tenants; 

• result in misstated financial reports, violations of loan covenants, missed reporting deadlines, and/or missed 
permitting deadlines; 

• result in our inability to properly monitor our compliance with the rules and regulations regarding our 
qualification as a REIT; 

• result in the unauthorized access to, and destruction, loss, theft, misappropriation, or release of proprietary, 
confidential, sensitive, or otherwise valuable information of ours or others, which others could use to 
compete against us or for disruptive, destructive, or otherwise harmful purposes and outcomes; 
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•o result in our inability to maintain the building systems relied upon by our client tenants for the efficient useo
of their leased space;o

•o require significant management attention and resources to remedy any damages that result;o
•o subject us to claims for breach of contract, damages, credits, penalties, or termination of leases or othero

agreements; and/oro
•o damage our reputation among our client tenants and investors.o

Competition may impede our ability to attract or retain tenants or re-let space, which could materially and 
adversely affecJ us. 

We face significant competition for tenants from other owners and operators of office, industrial and retail 
properties in the Minneapolis-St Paul area and expect to experience similar signific"ant competition in areas where 
we acquire additional properties. These competitors may possess more substantial resources and access to capital 
than we have, as well as greater expertise or flexibility in designing space to meet prospective tenants' needs, or may 
be more willing, especially in difficult economic times, to m�e space available to prospective tenants at lower 
prices than comparable spaces in our properties. Thus, competition could negatively affect our ability to attract and 
retain tenants and may reduce the rents we are able to charge, which could materially and adversely affect us. 

Compliance or failure to comply with federal, state and local regulatory requirements could result in substantial 
costs. 

Our properties are subject to various federal, state and local regulatory requirements, such as the Americans 
with Disabilities Act and state and local fire, health and life safety requirements. Compliance with these regulations 
may involve upfront expenditures and ongoing costs. Ifwe fail to comply with these requirements, we could incur 
fines or other monetary damages. We do not know whedter existing requirements will change or whether 
compliance with existing or future requirements will require sigrµficant unanticipated expenditures that will affect 
our cash flows and results of operations. 

We may face risks associated with property acquisitions. 

We intend to invest in property acquisitions, which cany certain risks including: 

•o we may have difficulty finding properties that are consistent with our strategy and that meet ouro
standards;o

•o we may have difficulty negotiating with new or existing tenants;o
•o the extent of competition for a particular market for attractive acquisitions may hinder our desired levelo

of property acquisitions;o
•o the acttJal costs and timing of repositioning or redeveloping acquired properties may be greater thano

our estimates;o
•o we may acquire properties subject to liabilities and without any recourse, or with only limited recourse,o

with respect to unknown liabilities such as liabilities for clean-up of undisclosed environmentalo
contamination, claims by tenants, vendors or other persons dealing with the former owners of theo
properties, liabilities incurred in the ordinary course of business and claims for indemnification byo
general partners, directors, officers and others indemnified by the former owners of the properties;o

•o the occupancy levels, lease-up timing and rental rates may not me�t our expectations;o
•o the acquired property may be in a market that is unfamiliar to us and could present additionalo

unforeseen business challenges;o
•o acquired properties may fail to perform as expected;o
•o the timing of property acquisitions may Jag the timing of property dispositions, leading to periods ofo

time where projects proceeds are not invested as profitably as we desire;o
•o we may be unable to obtain financing for acquisitions on favorable terms or at all; ando
•o we may be unable to quickly and efficiently integrate new acquisitions into our existing operations,o

and significant levels of management's time and attention could be involved in these projects,o
diverting their time from our day-to-day operations.o
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Any of these risks could have an adverse effect on our results of operations and financial condition. In 
addition, we may acquire properties subject to liabilities, and with no or limited recourse against the prior owners or 
other third parties. As a result, if a-liability were asserted against us based upon ownership of those properties, we 
might have to pay ·substantial sums to settle or contest it, which could adversely affect our business, results of 
operations and cash flow. 

Pursuant to the Formation Transactions, our Operating Partnership acquired a 49% interest in an entity that 
owns an industrial complex located in the Minneapolis-St Paul metropolitan area. However, affiliates of MG 
Kaminski, our Chief Executive Officer, own the other 51% interest in the entity. Talon RE, a wholly owned 
subsidiary of our Operating Partnership, entered into a contribution agreement with Mr. Kaminski to acquire his 
remaining interest in the entity, subject to receiving consent to the transfer from the entity's lender, but there can be 
no assurance that the lender will consent to the transfer or that we will ever acquire a controlling interest in the entity 
that owns the complex. 

We may acqllire properties or portfolios of properties through tax deferred contribution transactions, which 
could result in dilution and limit our abll/ty to sell such assets. 

In the future we may acquire properties or portfolios of properties through tax deferred contribution 
transactions in exchange for partnership interests in the Operating Partnership, which may dilute our interest in our 
properties. This acquisition structure may have the effect ot: among other things, reducing the amount of tax 
depreciation we could deduct over the tax life of the acquired properties, and may require that we agree to protect 
the respective contributor's ability to defer recognition of taxable gain through restrictions on our ability to dispose 
of the acquired properties or the allocation of partnership debt to the contn"butor to maintain their tax bases. Th�se 
restrictions could limit our ability to sell an asset at a time, or on terms, that would be favorable absent such 
restrictions. 

Security breaches and other disruptions could compromise our information and expose us to liability, which 
would cause our business and reputation to suffer. 

In the ordinary course of our business we acquire and store sensitive data, including intellectual property, 
our proprietary business information and personally identifiable information of our prospective and current tenants, 
our employees and third-party service providers in our branch offices and on our networks and website. The secure 
processing and maintenance of this information is critical to our operations and business strategy. Despite our 
security measures, our information technology and infrastructure may be vulnerable to attacks by hackers or 
breached due to employee ermr, malfeasance or other disruptions. Any such breach could compromise our networks 
and the information stored there could be accessed, publicly disclosed, lost or stolen. Any such access, disclosure or 
other loss of information could result in legal claims or proceedings, liability under laws that protect the privacy of 
personal information, regulatory penalties, disruption to our operations and the services we provide to customers or 
damage our reputation, which could adversely affect our results of operations and competitive position. 

RISKS RELATED TO FEDERAL INCOME TAX 

q we elect to be taxed as a REIT, any failure to qualify as a REIT for federal income tax purposes could /,ave a 
material adverse impact on us and our shareholders. 

Once we meet the specific criteria to qualify as a REIT and it is advantageous to the shareholders to do so, 
we intend to elect to be treated as a REIT for federal income tax purposes and operate in a manner to continue to 
qualify as a REIT. Qualification as a REIT involves the application of highly technical and complex provisions of 
the Internal Revenue Code (the "Code"), for which there are only limited judicial or administrative interpretations. 
Certain facts and circumstances not entirely within our control may affect our ability to qualify as a REIT. In 
addition, we can provide no assurance that legislation, new regulations, administrative interpretations or court 
decisions will not adversely affect our qualification as a REIT or the federal income tax consequences of our REIT 
status. 

If we were to fail to qualify as a REIT or maintain our REIT status, we would not be allowed a deduction 
for distributions to shareholders in computing our taxable income. In this case, we would be subject to federal 
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income tax (including any applicable alternative minimum tax) on our taxable income at regular corporate rates. 
Unless entitled to relief under certain Code provisions, we also would be disqualified from operating as a REIT for 
the four taxable years following the year during which qualification was lost As a result, we would be subject to 
federal and state income taxes which could adversely affect our results of operations and distributions to 
shareholders. Although we CUITently intend to operate in a manner designed to qualify as a REIT, it is possible that 
future economic, market, legal, tax or other considerations may cause us to revoke the REIT election. 

In order to qualify as a REIT, under current Jaw, we generally are required each taxable year to distn"bute to 
our shareholders at least 90% of our net taxable income (excluding any net capital gain). To the extent that we do 
not distribute all of our net capital gain or distribute at least 90%, but less than 100%, of our other taxable income, 
we are subject to tax on the undistributed amounts at regular corporate rates. In addition, we are subject to a 4% 
nondeductible excise tax to the extent that distributions paid by us during the calendar year are less than the sum of 
the following: 

•o 85% of our ordinary income;o
•o 95% of our net capital gain income for that year; ando
•o 1000/4 of om undistributed taxable income (including any net capital gains) from prior years.o

We generally intend to make distributions to our shareholders to comply with the 90% distribution 
requirement to avoid corporate-level tax on undistributed taxable income and to avoid the nondeductible excise tax. 
Distributions could be made in cash, stock or in a combination of cash and stock. Differences in timing between 
taxable income and cash available for distribution could require us to borrow funds to meet the 90% dislribution 
requirement, to avoid corporate-level tax on undistributed taxable income and to avoid the nondeductible excise tax. 
Satisfying the distribution requirements may also make it more difficult to fund new investment or development 
projects. 

q we elect to be taxed as a REIT, certain property transfers may be characterized as prohibited transactions, 
resulting in a tax on any gain attributable to the transaction. 

From time to time, we may transfer or otherwise dispose of some of our properties. Under the Code, if we 
elect to be taxed as a REIT, any gains resulting from transfers or dispositions; from other than a taxable REIT 
subsidiary, that are deemed to be prohibited transactions would be subject to a 100% tax on any gain associated with 
the transaction. Prohibited transactions generally include sales of assets that constitute inventory or other property 
held for sale to customers in the ordinary course of business. Since we intend to acquire properties primarily for 
investment purposes, we do not believe that our occasional transfers or disposals of property will be deemed to be 
prohibited transactions. However, whether or not a transfer or sale of property qualifies as a prohibited transaction 
depends on all the facts and circumstances surrounding the particular transaction. The Internal Revenue Service (the 
"IRS") may contend that certain transfers or disposals of properties by us are prohibited transactions. If the IRS were 
to argue successfully that a transfer or disposition of property constituted a prohibited transaction, we would be 
required to pay a tax equal to 100% of any gain allocable·to us from the prohibited transaction. In addition, income 
from a prohibited transaction might adversely affect our ability to satisfy the income tests for qualification as a REIT 
for federal income tax purposes. 

The stock ownership limit imposed by the Code/or RE/Ts and our artkles as we intend to amend it may restrict 
business comb/nlllion opportunities. 

To qualify as a REIT under the Code, not more than 50% in vaJue of our outstanding stock may be owned, 
directly or indirectly, by five or fewer individuals (as defined in the Code to include certain entities) af any time 
during the last half of each taxable year after our first year in which. we qualify as a REIT. We anticipate amending 
our articles such that, with certain exceptions, it would autltorize our board of directors to take the actions that are 
necessary or appropriate to preserve our qualification as a REIT once we elect REIT status. Unless an exemption is 
granted by our board of directors, our articles are expected to prohibit the actual, beneficial or constructive 
ownership by any person of more. than l 0% in value or number of shares, whichever is more restrictive, of the 
outstanding shares of our common stock or more than I 0% in value of the aggregate outstanding shares of all classes 
and series of our stock. In addition, our articles would generally prohibit beneficial or constructive ownership of 
shares of om capital stock by any person that owns, actually or constructively, an interest in any of our tenants that 
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would cause us to own, actually or constructively, 10% or more of any of our tenants. Our board of directors may 
grant an exemption in its so1e discretion, subject to such conditions, representations and undertakings as it may 
detemtlne. 

These ownership limitations in our articles are common in REIT charters and are intended, among other 
purposes, to assist us in complying with the tax law requirements and to minimize administrative burdens. However, 
these ownership limits might also delay or prevent a transaction or a change in our control that might involve a 
premium price for our common stock or otherwise be in the-best interests of our shareholders. Our board of directors 
may grant MG Kaminski, our Chief Executive Officer, and his affiliates an exemption from the ownership limits. 

q we elect to be taxed as a REIT, complying with REIT requirements may affect our projilabl/Jty and may force 
us to liquidate or forgo otherwise attradlve lnvestmenls. .. 

To qualify as a REIT, we must continually satisfy tests concerning, among other things, the nature and 
diversification of our assets, the sources of our income and the amounts we distribute to our shareholders. We may 
be required to liquidate or forgo otherwise attractive investments in order to satisfy the asset and income tests or to 
qualify under certain statutory relief provisions. We also may be required to make distributions to shareholders at 
disadvantageous times or when we do not have funds readily available for distribution. As a result, having to comply 
with the distribution requirement could cause us to: (l) sell:assets in adverse market conditions; (2) borrow on 
unfavorable terms; or (3) distribute amounts that would otherwise be invested in future acquisitions, capital 
expenditures or repayment of debt. Accordingly, satisfying the REIT requirements could have an adverse effect on 
our business results, profitability and ability to execute our business plan. Moreover, if we are compelled to liquidate 
our investments to meet any of these asset, income or distribution tests, or to repay obligations to our lenders, we 
may be unable to comply with one or more of the requirements applicable to REITs or may be subject to a I 00% tax 
on any resulting gain if such sales constitute prohibited transactions. 

New legislation or administradve or Judicial action, in each Instance potenllally with retroactive effect, could 
make it more difficu/J or impossible for us to qualJh as a REIT. 

The present federal income tax treatment of REITs may be modified, possibly with retroactive effect, by 
legislative, judicial or administrative action at any time, which could affect the federal income tax treatment of an 
investment in us. The federaJ income tax rules relating to REITs constantly are under review by persons involved in 
the legislative process, the IRS and the U.S. Treasury Department, which results in frequent statutory changes and 
revisions to regulations and interpretations. Revisions in federal tax laws and interpretations-thereof could adversely 
affect us or cause us to change our investments and commfunents and affect the tax considerations of an investment 
in us. 

RISKS RELATED TO OUR SECURITIES 

Our common stock is considered a "penny stock." The application of the "penny stock" rules to our common 
stock cou/4 limit the trading and liquidity of our common stock, adversely affect the market price of our common 
stock and Increase the transaction costs to sell those shares. 

Our common stock is a "low-priced'' security or "penny stock" under rules promulgated under the 
Securities Exchange Act of 1934, as amended In accordance with these rules, broker-dealers participating in 
transactions in low-priced securities must first deliver a risk disclosure document which describes the risks 
associated with such stocks, the broker-dealers' duties in selling the stoc� the customer's rights and remedies and 
certain market and other infonnation. Furthermore, broker-dealers must make a suitability determination approving 
the customer for low-priced stock transactions based on the customer's financial situation, investment experien� 
and objectives. Broker-dealers must also disclose these restrictions in writing to the customer, obtain specific written 
consent from the customer, and provide monthly account statements to the customer. The effect of these restrictions 
will likely decrease the willingness of broker-dealers to make a market in our common stock, will decrease liquidity 
of our common stock and will increase transaction costs for sales and purchases of our common stock as compared 
to other securities. 
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Shareholders may be diluted slgnlJkantly through our efforts to obtain .financing or complete acquisltlons 
through the issuance of additional shares of our common stock or limited partnership units of the Operallng 
Partnership, whkh are redeemable/or shares of our common stock. 

We are authorized to issue up to (I) 90,000,000 shares of common stock and (2) I 0,000,000 shares of 
preferred stock. Our board of directors has the authority, without action or vote of the shareholders� to issue all or 
part of the authorized but unissued shares of common stock and preferred stock with various preferet;1ces and other 
rights. Additionally, the limited partnership units of the Operating Partnership are redeemable for shares of our 
common stock, and we, as the sole general partner, are authorized to issue additional interests in the Operating 
Partnership in the form of such units. Moving foiward, we may attempt to conduct acquisitions and/or mergers of 
other entities or assets using our common stock or limited partnership units of the Operating Partnership as payment 
for such transactions. If such transactions occur, this may result in substantial dilution of the ownership interests of 
existing shareholders, and dilute the book value of our common stock. 

The Over-the-Counter Bulletin Board is a quotation system, not an issuer /Jsting service, market or ex.change. 
Therefore, buying and selling stock on the OTC Bulletin Board is not as effklenl as buying and selling stock 
through an exchange. As a result, it may be dlfllcultfor you to sell your comnwn stock or you may not be able to 
sell your common stock for an optimum trading price. 

Our common stock is quoted on the Over the Counter Bulletin Board (the "OTCBB"). The OTCBB is a 
regulated quotation service that displays real-time quotes, last sale prices and volwne limitations in over-the-counter 
securities. Because trades and quotations on the OTCBB involve a manual process, the market information for such 
securities cannot be guaranteed. In addition, quote information, or even firm quotes, may not be available. The 
manual execution process may delay order processing and intervening price fluctuations may result in the failure of 
a limit order to execute or the execution of a market order at a significantly different price. Execution of trades, 
execution reporting and the delivery of legal trade confirmations may be delayed significantly. Consequently, one 
may not be able to sell shares of our common stock at the optimum trading prices. 

When fewer shares of a security are being traded on the OTCBB, volatility of prices may increase and price 
movement may outpace the ability to deliver accurate quote information. Lower trading volumes in a security may 
result in a lower likelihood of an individual's orders being executed, and current prices may differ significantly from 
the price one was quoted by the OTCBB at the time of the order entry. Orders for OTCBB securities may be 
canceled or edited like orders for other securities. All requests to change or cancel an order must be submitted to, 
received and processed by the OTCBB. Due to the manual order processing involved in handling OTCBB trades, 
order processing and reporting may be deJayed, and an individual may not be able to cancel or edit an order. 
Consequently, one may not be able to sell shares of common stock at the optimum trading prices. 

The dealer's spread (the difference between the bid and ask prices) may be large and may result in 
substantial losses to the seller of securities on the OTCBB if the common stock or other security must be sold 
immediately. Further, purchasers of securities may incur an immediate "paper'' loss due to the price spread 
Moreover, dealers trading on the OTCBB may not have a bid price for securities bought and sold through the 
OTCBB. Due to the foregoing, demand for securities that are traded through the OTCBB may be decreased or 
eliminated 

In addition, we have made multiple filings of our reports under the Securities Exchange Act of 1934 
following the required filing date. This could result in our delisting from the OTC Bulletin Board. 

We expect volalility in the price of our common stock, which may subject us to .securities llllgation resulting in 
substantial costs and liabilities and diverting management's attention and resources. 

The market for our common stock may be charactemed by significant price volatility when compared to 
seasoned issuers, and we expect that our share price will be more volatile than a seasoned issuer for the indefinite 
future. In the past, plaintiffs have often initiated securities class action litigation against a company following 
periods of volatility in the market price of its securities. We may in the future be a target of similar litigation. 
Securities litigation could result in substantial costs and liabilities and could divert management's attention from our 
day-to-day operations and consume resources. 
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We are an "emerging growth company, n under federal securities laws and we cannot be certain if the 
reduced reporting requirements applicable to emerging growth companies will make our common stock less 
attractive to investors. 

We are an "emerging growth company," as defined in the JOBS Act. For as long as we continue to be an 
emerging growth company, we may take advantage of exemptions from various reporting requirements that are 
applicable to other public companies that are not emerging growth companies, including not being required to 
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure 
obligations regarding executive compensation in our periodic reports and proxy statements and exemptions from the 
requirements of holding a non-binding advisory vote on executive compensation and shareholder approval of any 
golden parachute payments not previously approved. The JOBS Act also permits emerging growth companies to 
take advantage of an extended transition period to comply with new or revised accounting standards applicable to 
U.S. public companies. We are electing to use the extended transition period for complying with these new or 
revised accounting standards. As a result, our financial statements may not be comparable to those of companies that 
comply with public company effective dates. We could be an emerging growth company for up to five years after 
our first sale of equity securities pursuant to an effective registration statement under the Securities Act, although we 
could lose that status sooner if our revenues exceed $1 billion, if we issue more than $1 billion in non-convertible 
debt in a three-year period, or if the market value of our common stock held by non-affiliates exceeds $700 million 
as of any June 30 before that time, in which case we would no longer be an emerging growth company as of the 
following December 31. We cannot predict if investors will find our common stock less attractive because we may 
rely on these exemptions. 

We have not established a minimum distribution payment level and we cannot assure you of our abUJl;y to pay 
dlstrlbu{ions In the future. 

We will be generally required to distnbute to our shareholders at least 90% of our taxable income each year 
for us to qualify as a REIT under the Internal Revenue Code, or the Code, for which we currently do not qualify. We 
have not established a minimum distribution payment level and our ability to pay distributions may be adversely 
affected by a number of factors, including the risk factors described herein. All distributions will be made at the 
discretion of our board of directors and will depend on our earnings, financial condition, maintenance of our REIT 
qualification and other factors that our board of directors may deem relevant from time to time. As a result, no 
assurance can be given that we will be able to make distributions to our shareholders at any time or that the level of 
any distn'butions will achieve any specific market yield or will increase or be maintained over time. Any failure to 
achieve expected distributions could materially and adversely affect the price of our common stock. 

We may employ leverage in thejulllre which could expose us to addldonal risks, may impair our ablllty to pay 
dividends and may adversely affect the market price of our common stock. 

If we incur indebtedness in the future to fund our growth or operations, it is likely that the instruments 
governing such indebtedness will contain covenants restricting our operating flexibility. We may incur debt that is 
secured by all or a portion of the properties in our portfolio. We will bear the costs and fees associated with any such 
occurrence and ongoing interest expense that will reduce the amount of funds available to common shareholders. 
Because our decision to issue debt will depend on market conditions and other factors beyond our control, we cannot 
predict or estimate the amount, timing or nature of our future occurrence and any such occurrence could reduce the 
market price of our common stock. 
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Certain p,m,isions of our art/des may make a takeover difficult even If such takeover could be beneficial to some 
of our shareholders. 

Our articles of incorporation authorize the issuance of "blank check" preferred stock with such 
designations, rights and preferences as may be determined from time to time by our board of directors. Accordingly, 
our board is empowered, without further shareholder action, to issue shares or series of preferred stock with 
dividend, liquidation, conversion, voting or other rights that could adversely affect the voting power or other rights, 
including the ability to receive dividends, of our common shareholders. The issuance of such preferred stock could 
be utilized, under certain circumstances, as a method of discouraging, delaying or preventing a change in control. 
Although we have no present intention of issuing any shares or series of preferred stock, we cannot guarantee that 
we will not make such an issuance in the future. 

A significant portion of our shares are subject to resale restricllons. This could cause low trading volume and 
liquidity of our common stock for the near future. 

All 19,880,981 of the shares ofour common stock outstanding as of December 31, 2017 including ��O.Qo. 
of such shares issued in restricted stock grants to our executjve officers and directors were subject to resale 
restrictions as a result of securities laws (inciuding Rule 144 of the Securities Act) or lock-up agreement at issuance. 
As of December 31, 2017, 4.0 million units of the Operating Partnersb.ip are exchangeable at the Company's 
discretion, for common shares of stock on a one-for-one basis, are subject to such resate·restrictions. Because many 
of our shares are still subject to resale restrictions, there may be limited liquidity and trading volume of our common 
stock, which may lead to increased transaction costs for sales and purchases of our common stock as compared to 
other securities and the possible inability to identify a buyer for your shares. 

Certain of our officers and directors have sufficient voting power to make corporate governance decisions that 
could have a slgnljicant effect on us and the otber shareholders. 

MG Kaminski, our Chief Executive Officer, beneficially owns approximately 54% of our outstanding 
common stock on a fully diluted basis. As a result, Mr. Kaminsk� alone will be able to exert a significant degree of 
influence over our management and affairs and over matters requiring shareholder approval, including the election 
of directors and approval of significant corporate transactions. In addition, this concentration of ownership may 
delay or prevent a change in our control and might affect the market price of our common stock, even when a 
change in control may be in the best interest of all stockholders. Furthennore, the interests of this concentration of 
ownership may not always coincide with our interests or the interests of other shareholders. 

RISKS RELATED TO OUR ORGANIZATIONAL STRUCTURE 

Conjllcts exist or could arise In the fuJure between the interests of our shareholders and the interests of the 
holders of limited partnership units In our Operating Partnership, which may impede business decisions that 
could benefll our shareholders. 

Conflicts of interest exist or could arise in the future as a result of the relationships between us and our 
affiliates, on the one hand, and our Operating Partnership or any partner thereof, on the other. Our directors and 
officers have duties to our company under applicable Minnesota law in connection with their management of our 
company. At the same time, we, as the general partner of our Operating Partnership, have fiduciary duties and 
obligations to our Operating Partnership in connection with the management of our Operating Partnership and its 
limited partners under Minnesota law and the partnership agreement of our Operating Partnership. Our fiduciary 
duties and obligations as general partner to our Operating Partnership and its partners may come into conflict with 
the duties of our directors and officers to our company. If we become subject to and are unable to resolve any 
conflicts of interests, our business and results of operations could be materially and adversely impacted. 

The partnership agreement of our Operating Partnership provides that neither we nor our directors and 
officers are liable to our Operating Partnership for losses sustained, liabilities incurred or benefits not derived as a 
result of any act or omission, so long as such person acted in good faith and in the belief that such conduct or 
omission was in the best interests of our Operating Partnership. The partnership agreement provides for 
indemnification of us, our affiliates and each of our respective officers and directors to the extent those persons 
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would be indemnified by us pursuant to our articles of incorporation if such persons were directors, officers, agents 
or employees of our company. The provisions of Minnesota law that allow the common law fiduciary duties of a 
general partner to be modified by a partnership agreement have not been resolved in a court ofolaw, and we have not 
obtained an opinion of counsel covering the provisions set forth in the partnership agreement that purport to waive 
or restrict our fiduciary duties that would be in effect under common law were it not for the partnership agreement 
As a result, our shareholders may have limited rights against us in connection with addresmig conflicts of interest, 
which could limit their recourse against us in the event of actions· we take with which our shareholders do not agree. 

Our organi1.llllonal documents may Inhibit a takeover that shareholders consider faw,rable. 

Provisions of our articles of incorporation and bylaws may delay or discourage transactions involving an 
actual or potential change in our control or change in our management, including transactions in which shareholders 
might otherwise receive a premium for their shares, or transactions that our shareholders might otherwise deem to be 
in their best interests. These provisions: 

•o permit our board of directors to issue up to I 0,000,000 shares of preferred stock, with any rights,o
privileges and preferences as our board may designate, including the right to approve an acquisition oro
other change in our control;o

•o provide that the authorized number of directors may be changed by an amendment to our bylaws byo
our board of directors;o

•o permit the division of our board of directors into up to three classes;o
•o provide that all vacancies, including newly created directorships, may, except as otherwise required byo

law, be filled by the affirmative vote of a majority of directors then in office, even if less than ao
quorum;ando

•o do not provide for cumulative voting rights.o

Also, to assist us in complying with the limitations on the concentration of ownership of a REIT imposed 
by the Code, we intend to amend our articles to prohibit any stockholder from beneficially or constructively owning 
more than I 00/c, by value or number of shares, whichever is more restrictive, of our outstanding shares of common 
stock, or l 0% by value or number of shares, whichever is more restrictive, of our outstanding capital stock. Only our 
board of directors, in its· sole discretion, may waive the I 0% ownership limit with respect to a particular stockholder. 

Our board of directors and management team may change our invemnent and financing policies without 
shareholder approval and we may become more highly leveraged. which may Increase our risk of default under 
our debt obligations. 

Our inves1ment and financing policies are exclusively determined by our board of directors and 
management team. Accordingly, our shareholders do not control these policies. Further, our organizational 
documents do not limit the amount or percentage of indebtedness, funded or otherwise, that we may incur. Our 
board of directors may alter our policy on borrowing at any time without shareholder approval and we could become 
more highly leveraged, which could result in an increase in our debt service. Higher leverage also increases the risk 
of default on our obligations. In addition, a change in our investment policies, including the manner in which we 
allocate our resources across our portfolio or the types of assets in which we seek to invest, may increase our 
exposure to interest rate risk, real estate market fluctuations and liquidity risk. Changes to our policies with regards 
to the foregoing could adversely affect our fmancial condition, results of operations, cash flow and the trading price 
of our common stock. 

30 



We are a.holding company with no direct operations and, as such, we will rely on funds received from our 
Operating Partnership to pay liabilities, and the Interests of our shareholders will be structurally subordinated to 
all Uabllilies and obligations of our Operating Partnership and its subsidiaries. 

We are a holding company and will conduct substantially all of our operations through our Operating 
Partnership. We do not have, apart from an interest in our Operating P�ership, any independent operations. As a 
result, we will rely on distributions from our Operating Partnership to pay any dividends we might declare on shares 
of our common stock. We will also rely on distn"butions from our Operating Partnership to meet any of our 
obligations, including any tax liability on taxable income allocated to us from our Operating Partnership. In addition, 
because we are a holding company, your claims as shareholders will be structurally subordinated to all existing and 
future liabilities and obligations (whether or not for borrowed money) of our Operating Partnership and its 
subsidiaries. Therefore, in the event of our bankruptcy, liquidation or reorganization, our assets and those of our 
Operating Partnership and its subsidiaries will be available to satisfy the claims of our shareholders only after all of 
our and our Operating Partnership's and its subsidiaries' liabilities and obligations have been paid in full. 

q we elect to be taxed as a REIT. dividends payable by REITs do not qualify for the reduced tax rates available 
for some dMdends. 

The maximum tax rate applicable to income from "qualified dividends" payable to U.S. shareholders that 
are individuals, trusts and estates is 15% (20% in the case of taxpayers whose income exceeds certain thresholds). 
Dividends payable by REITs, however, are not eligible for the reduced rates. Although these rules do not adversely 
affect the taxation of REITs or dividends payable by REITs, investors who are individuals, trusts and estates may 
perceive investments in REITs to be relatively less attractive than investments in the stocks of non-REIT 
corporations that pay dividends, which could adversely affect the value of the shares of REITs, including the per 
share trading price of our common stock. 

Our Operadng Partnership may issue additional partnership interests to third parties without the consent of our 
shareholders, which would reduce our ownership percentage In our Operating Partnership and may have a 
dilutive effect on the amount of distributions made to us by our Operating Partnership and, therefore, the amount 
of distributions we can make to our shareholders. 

I 

In connection with future acquisitions of properties or otherwise, we expect to issue additional partnership 
interests to third parties. Such issuances will reduce our ownership percentage in our Operating Partnership and may 
affect the amount of distributions made to us by our Operating Partnership and, therefore, the amount of 
distributions we can make to our shareholders. Because you will not directly own partnership interests, you will not 
have any voting rights with respect to any such issuances or other partnership level activities of our Operating 
Partnership. 

In order to elect to be taxed as a REIT, we may seek to be amend provisions of our articles of incorporation, 
which requires shareholder approval. We may not be able to receive that shareholder approval. 

In order to elect to be taxed as REIT, we would likely seek to make certain amendments to our articles of 
incoipOration. Under Utah law, those amendments require shareholder approval. We may not be able to obtain the 
necessary approvals or, the cost of seeking the approvals, may be too costly and prohibit us from seeking the 
approvals. In such instance, we would not elect to be taxed as a REIT and the taxable income to our shareholders 
may be higher. 

Item ID. Unresolved StaO: Comments 

None. 

Item 2. Properties 

The information set forth 1D1der Item I "Business - Our Current Property Interests" is incorporated herein 
by reference. 
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Item 3. Legal Proceedings 

The Company filed a complaint in the State of Minnesota on June I 0, 2016 to enforce the NOI Payment 
Agreement and other documents issued in conjunction with the Contnbution Agreement entered into on May 29, 
2014 with Bren Road, L.L.C. The defendant has responded and filed a counterclaim and third-party complaint 
against Talon Bren Road, LLC and TaJon OP, LP on July 7, 2016. On November 9, 2016 the matter came before the 
court on the Defendant's motion for partiaJ summary judgment. Subsequently, on February 27; 2017 the Hennepin 
County District Court issued a Findings of Fact and Order for Judgment on the counter claim against the Company 
in the amount of $719,365, plus post judgment interest which pursuant to our 10301 Bren Road and 180 E Slh Street 
loan agreements, constitutes an event of default. On June 23,.2017, we satisfied the judgment using proceeds 
obtained in a refinancing of the debt on the property. On March 27, 2017 our complaint in the amount of $771,408 
went to trial in Hennepin Cowtty District Court. On July 2 I, 2017 a judgment was ordered in favor of TaJon Bren 
Road LLC and Talon O.P. LP in the amount of$594,076. 

On September 23, 2016, Kevin Lind filed a complaint in Hennepin County District Court against the 
Company. The complaint aJleges breach of contract pursuant to a $500,000 promissory notes dated January 12, 2015 
and a $500,000 promissory note dated May 19, 2015, and subsequent extensions thereof, plus accrued interest. On 
May 19, 2017, a judgment was entered against the Company in the amount of$ 1,476,498. 

On October 18, 2016, Curtis Marks filed a complaint in Hennepin County District Court against the 
Company. The complaint alleges breach of contract pursuant to a $500,000 promissory note dated August 12, 2014, 
and subsequent extensions thereof, plus accrued interest. In April 2017, this matter went to trial and the plaintiff was 
awarded ajudgment in the amount of$897,695. On May 31, 2017, the Court granted a Charging Order against the 
Company and Talon O.P. LP where the Company and Talon O.P LP is required to pay all profits and distributions to 
Mr. Maries until the full amount of the judgment is paid and satisfied. 

On January 25, 2017, in the matter of Swervo Management Division, LLC, as plaintiff, versus Talon Real 
Estate Holding Corp, Talon First Trust, LLC and Talon Bren Road, LLC, as defendant, the Company executed a 
$1,330,167 amended and restated promissory note, plus interest on the unpaid balance at 10%. This note has been 
amended and restated on a quarterly basis since April 25, 2017 based on periodic partial payments and capitalization 
of due interest The current amended and restated note has a balance of $927,586 with interest on the unpaid balance 
at 10%. The entire principal balance shall be due and payable on the earlier of January 24, 2018 or upon a time that 
the Company refinances or sells its property located at 10301 Bren Road. 

Item 4. Mine Safety Disclosures 

Not applicable. 

32 



PARTD 

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

Market Information 

The common stock of our predecessor, Guide Holdings, Inc., was listed for quotations on the OTCBB on 
December 28, 2010, under the symbol uGHGD.

,, 
Our shares of common stock continued to be quoted on the 

OTCBB subsequent to June 7, 2013 under the symbol "T ALR." There currently is no established trading market for 
shares of our common stock. We cannot give any assurance that any market for our common stock will develop or 
be maintained If an established trading market ever develops in the future, the sale of shares of our common stock 
that are deemed to be "restricted securities" pursuant to Ru1e 144 under the Securities Act of 1933, as amended, by 
members of management or others may have a substantial adverse impact on any such market Jn general, pursuant 
to Rule 144, non-affiliate stockholders may sell freely after six months subject only to the cunent public information 
requirement Affiliates may sell after six months subject to the Rule 144 volume, manner of sale (for equity 
securities), current public information, and notice requirements. All current holders of shares of our common stock 
have satisfied the six-month holding period requirement of Rule 144. 

The following table sets forth, for the periods indicated over the last two years, the high and low prices of 
actual transactions on the OTCBB instead of bid and as}c quotations due to limited trading volume. In the event there 
were no shares traded during the period, the last actual transaction price from a previous period was used. 

CluingBid 
Bigft Low 

2017 
January I -March 31, 2017 o.ss 0.08 
April l - June 30, 2017 0.12 o.os 
July I -September 30,2017 o.os 0.02 
October 1 - December 31, 2017 0.o2o 0.0054 

1016 
Jenua,y 1 -March 31, 2016 J.35o 1.00 
April I - Jwie 30, 2016 1.00o 1.00 

July I -September 30, 2016 1.00o o.ss 
October I -December 31, 2016 0.98o 0.98 

These prices were obtained from www.NASDAQ.com and do not necessarily reflect actual transactions, 
retail markups, mark downs or commissions. 

Stockholders of Record As of December 31, 2017, we had over 108 stockholders of record ofour common 
stock, excluding holders whose stock is held either in nominee name and/or street name brokerage accounts. 

Dividends. Our predecessor did not declare any cash dividends and we have not declared any cash dividend 
subsequent to June 7, 2013. We intend to elect to be taxed as a REIT for federal income tax purposes no earlier than 
with our taxable year ending December 31, 2018. [n connection with electing to be taxed to qualify as a REIT, each 
year we must distnoute dividends, other than capital gain dividends and deemed distributions of retained capital 
gain, to our shareholders in an aggregate amount at least equal to the sum of: 

•o 900/4 of our "REIT taxable income," computed without regard to the dividends paid deduction and ouro
net capital gain or loss, ando

•o 90% of our after-tax net income, if any, from foreclosure property, minuso
•o the sum of certain items of non-cash income.o
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Ifwe elect to be taxed as a REIT, we must pay such distributions in the taxable year to which they relate, or 
in the following taxable year if either (i) we declare the distribution before we timely file our federal income tax 
return for the year and pay the distribution on or before the first regular dividend payment date after such declaration 
or (ii) we declare the distribution in October, November or December of the taxable year, payable to shareholders of 
record on a specified day in any such month, and we actually pay the dividend before the end of January of the 
following year. The distributions under clause (i) are taxable to the shareholders in the year in which paid, and the· 
distributions in cJause (ii) are treated as paid on December 31st of the prior taxable year. In both instances, these 
distributions relate to our prior taxable year for purposes of the 90% distnoution requirement. 

If we elect to be taxed as a REIT, we will pay federal income tax on taxable income, including net capital 
gain, which we do not distribute to shareholders. Furthermore, if we fail to distribute during a calendar year, or by 
the end of January following the calendar year in the case of distributions with declaration and record dates fulling in 
the last three months of the calendar year we will be taxed on, at least the sum of: 

•o 85% of our REIT ordinBI}' income"for such year,o
•o 95% of our REIT capital gain income for such year, ando
•o any undistrib�ted taxable income from prior periods.o

It is possible that we may not have sufficient cash to meet the distribution requirements discussed above. 
This could result because of competing demands for funds, or because of timing differences between the actual 
receipt of income and actual payment of deductible expenses and the inclusion of that income and deduction of such 
expenses in arriving at our REIT taxable income. For example, we may not deduct recognized capital losses from 
our "REIT taxable income." Further, it is possible that, from time to time, we may be aJlocated a share of net capital 
gain attributable to the sale of depreciated property that exceeds our allocable share of cash attributable to that sale. 
As a result of the foregoing, we may have less cash than is necessary to distribute taxable income sufficient to avoid 
corporate income tax and the excise tax imposed on certain undistributed income or even to meet the 90% 
distribution requirement. In such a situation, we may need to borrow funds, raise funds through the issuance of 
additional shares of common stock or, if possible, pay taxable dividends of our common stock or debt securities. 

Unregistered Sales of Equity Securities 

No private placement of the Company's shares of common stock was completed in 2017 that was not 
previously disclosed in a Fonn 10-Q or Form 8-K. 

Stock Repurchases 

None. 

Item 6. Selected Financial Data 

Not required for a smaller reporting company. 
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Item 7. Management's Discuuion and Analysis of Financial Condition and Results of Operations 

The following discussion and analysis of our financial condition and results of operations should be read 
together with our audited financial statements and related notes which are included elsewhere in this Annual Report 
on Form 10-K. Our actual results could differ materially from those anticipated in theforward-loolcing statements 
included in this discussion as a result of certain factors, including, but not limited to, those disqussed in "Risk 
Factors" included elsewhere in this An11Ual Report on Form 10-K. 

Overview 

Talon Real Estate Holding Corp is a publicly traded reaJ estate corporation that invests primarily in single 
and multi-tenant office, industrial and retail properties within the Midwest and South Central regions of the United 
States. It currently owns four properties located in and around Minneapolis-St. Paul metropolitan area of Minnesota. 
Headquartered in Minneapolis, MN and founded in June 2013, Talon's primary objective is to provide shareholders 
with attractive returns from investments in real estate through dividend distribution and growth. 

On June 7, 2013 we acquired a 49% interest in an entity that owns an industri� complex consisting of two 
buildings with approximately 171,639 square feet located in the Minneapolis-St. Paul metropolitan area. We have 
entered into a contribution agreement to acquire the remaining interest in this entity, subject to receiving consent to 
the transfer from the entity's lender. The two buildings currently have a combined occupancy of 85%. 

In 2014, we completed two acquisitions totaling approximately $58 Million and over one million in gross 
building square feet. On May 29,2014, we completed the acquisition of a 227,000 square foot building situated on 
20 acres of land in Minnetonka, MN that was 100% leased by over 100 tenants who are wholesale distributors. This 
property contributes to our core stable income investment strategy. On July 2, 2014, we completed the acquisition of 
a thirteen-story office tower located in downtown St. Paul, MN totaling 856,223 total building square feet that was 
62% occupied by corporate and government tenants at time of acquisition and is currently 60% occupied. 
Management acquired the St. Patil property for its.attractive value-add and growth potential. In April 2015, the 
Company executed a lease for a significant new tenant that would increase the occupancy by over 21 % in the St. 
Paul building upon commencement of the lease, which as amended, is expected to commence on January 1, 2018. 

We plan to invest in both core income-producing properties requiring relatively small improvements or 
enhancements and value-added properties that will require more significant investments of capital or management 
attention (including, but not limited to, leasing vacant space or extending expiring leases) that we expect to provide 
current income as well as the increased potential for higher Iong-tenn value to our company. Our long-tenn plan is 
to invest in value-added properties while maintaining a significant part of our portfolio in core properties. Our 
investment allocation between these two types of properties may significantly fluctuate in the short tenn as we seek 
the best opportunities. 

Factors That May Influence Our Operating Results 

Acquisition Strategy. We plan to grow our business through the acquisition of new properties, initially 
targeting properties that meet the criteria described above under "-Overview" and elsewhere in this report We 
expect the properties we _acquire will be subject to mortgage financing and other indebtedness that we will asswne or 
refinance. Debt service on such indebtedness will have a priority over any distributions with respect to our common 
stock. 
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Rental Revenue. The amoWit of net rentaJ revenue generated by our properties depends primarily on our 
ability to maintain the occupancy rates of cWTently l�ed space and to lease space that becomes available. As of 
December 31, 2017, our properties were@/4 leased. We believe that the average rental rates for our properties are 
generally equal to the current average quoted market rates. Negative trends in one or more of these factors could 
adversely affect our rental revenue in future periods. Future economic downturns affecting the Minneapolis-St. Paul 
metropolitan area or downturns in our tenants' businesses that impair our ability to renew leases or re-let space or 
the ability of our tenants to fulfill their lease commitments could adversely affect our revenues. In addition, growth 
in rental revenue primarily will depend on our ability to acquire additional properties that meet our investment 
criteria. 

Conditions in Ow- Markets. Our current properties are located in the Minneapolis-St. Paul metropolitan 
area. Positive or negative changes in economic or other conditions in this area, or areas in our prospective properties, 
including employment and wage rates, natural disasters and other factors, may impact our overall performance. 

Operating Expenses. Our operating expenses primarily consist of property _taxes, management fees, 
utilities, insurance and si� maintenance costs. As of December 31, 2017, some of our leases require tenants to 
reimbaµse us for a share of our operating expenses. Increases or decreases in any umeimbursed operating expenses, 
either due to the nature of the expenses not requiring reimbursement from our tenants or due to a reduction in leased 
square footage requiring tenant reimbursement of a portion of our operating expenses, will impact our overall 
performance. Legal fees incurred in 2017 and 2016 were significant due to the Company's acquisition and 
refmancing activities. We expect legal fees to continue to be primarily associated with such activities and business 
matters customary to a public real estate company. 

Interest Expense. Our interest expense will depend on the amounts we borrow as well as the interest rates 
charged by our lenders. Our current loan agreements are a mix of both fixed and floating rates, as well as secured 
and unsecured by our properties. Our aggregate interest expense may increase as we acquire properties and could 
fluctuate between periods based on the variable rate loan arrangements, if we do not hedge any such interest rate 
risk. 

Liquidity. Since our available cash and cash flows from cWTent operations do not provide us with adequate 
cash to satisfy cWTent liabilities and do not provide us with adequate liquidity for the foreseeable future, we 
anticipate that we "Yfil Widertalce future debt or equity financing in 2018 or liquidate one or more of our property 
holdings. 

Critical Accounting Policies and Estimates 

Our discussion and analysis of the historical financial condition and results of our operations are based 
upon our financial statements which have been prepared in accordance with U.S. generally accepted accounting 
principles, or US GAAP. 

The preparation of these financial statements in conformity with US GAAP requires management to make 
estimates and assumptions in certain circumstances that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts oferevenues and expenses in the reporting period. Actual 
amounts may differ from these estimates and assumptions. We have provided a summary of our significant 
accounting policies in the notes to the consolidated financial statements of our company elsewhere in this report. We 
have summari7.ed below those accounting policies that require material subjective or complex judgments and that 
have the most significant impact on our financial condition and results of operations. We evaluate these estimates on 
an ongoing basis, based upon information currently available and on various assumptions that we believe are 
reasonable as of the date hereof. Other companies in similar businesses may use different estimation policies and 
methodologies, which may impact the comparability of our results of operations and financial condition to those of 
other companies. There have been no significant changes to those policies during the year ended December 31, 
2017. 
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Investment in Real Estate and Fixed Assets 

Investment in real estate and fixed assets are carried at cost less accumulated depreciation and amorm.ation. 
Property such as land, building and improvements includes cost of acquisitions, development, and construction, and 
tenant allowances and improvements. Maintenance and repairs are expensed as incurred, and major improvements 
are capitalized. We allocate the cost of an acquisition, including the assumption of liability, to the acquired tangible 
asset and identifiable intangibles based on their relative fair values. We assess fair value based on estimated cash 
flow projections that utilize appropriate discount and/or capitalimtion rates and available market information. 
Estimates of future cash flows are based on a number of factors including historical operating results, known and 
anticipated trends, and market economic conditions. 

We allocate the cost of an acquisition, including the assumption of liability, to the �uired tangible assets 
(including land, buildings and personal property) detennined by valuing the pro�rty as if it were vacant, and 
identifiable intangibles based on their relative fair values. Acquisitions of real estate are recorded based upon 
preliminary allocations of the pmchase price to management's assessment of the fair value of tangible and intangible 
assets and any assumed liabilities acquired which are subject to adjustment as additional information is obtained up 
to one year after the date of acquisition. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for 
building, improvements, and furniture and equipment, and the term of the lease for tenant improvements. Toe 
estimated useful lives being used are as follows: 

Land Improvements 3-15 yearso
Building 25-30 yearso
Building Improvements 10-20 yearso
Tenant Improvements 1-12 yearso
Furniture and Equipment 3 yearso

Intangible Assets 

Upon acquisitions of real estate, the Company assesses lhe fair value of acquired tangible assets and any 
significant intangible assets (such as above- and below-market leases and value of acquired in-place leases), and any 
assumed liabilities, and allocates the purchase price based on these fair value assessments. The Company amortizes 
identified intangible assets and liabilities based on the period over which the assets and liabilities are expected to 
affect the future cash flows of the real estate property acquired. Lease intangibles (such as in-place or ·above- and 
below-market leases) are amortized over the term of the related lease. Above and below-market leases are amortized 
as a reduction in (addition to) rent revenue. Amortization of other intangibles is recorded in depreciation and 
amortization expense. 

Principles of ConsolidaJion 

In determining whether we have � controlling interest in an affiliate and the requirement to consolidate the 
accounts of that entity, management considers factors such as ownership interest, authority to make decisions, 
contractual and substantive participating rights of the limited partners and shareholders, as well as whether the entity 
is a variable interest entity for which we are the primary beneficiary. The accompanying consolidated financial 
statements include the accounts of Talon Real Estate Holding Corp. ("TREHC") and Talon OP, our Operating 
Partnership. Talon OP also consolidates 5130 LLC, an entity in which it has a 49% ownership interest, based on its 
ability to control the operating and financial decisions of 5130 LLC. All significant intercompany balances have 
been eliminated in consolidation. 
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Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by Operating Partnership 
units. The Company's interest in the Operating Partnership was 80% and 65% of the common units of the Operating 
Partnership as of December 31, 2017 and December 31,2016, respectively. The Operating Partnership's income is 
allocated to holders of common units based upon the ratio of their holdings to the total units outstanding during the 
period. Holders of preferred units receive cenain distributions based on a percentage of the liquidation preference. 
Capital contributions, distributions, syndication costs, and profits and losses are allocated to non-controlling 
interests in accordance with the terms of the Operating Partnership agreement. 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling 
interest. Capital contributions, distributions, and profits and losses are allocated to the non-controlling interest based 
on membership percentages and tenns of the operating agreement. 

Revenue Recognition 

Base rental income is recognized on a straight-line basis over the terms of the related leases, inclusive of 
leases which provide for scheduled rent increases or rent concessions. Differences between rental income earned and 
amounts due according to the respective lease agreements are credited or charged to deferred rent receivable, as 
applicable. 

Tenant recoveries related to reimblD'Sement ofnreal estate taxes, insurance, repairs and maintenance and 
other operating expenses are recognized as revenue in the period the applicable expenses are incurred Recoveries 
are billed monthly using estimated operating costs and an additional billing or a refund is made to tenants in the 
following year after actual operating expenses are determined. 

Impairment of Long-Lived Assets 

We assess the canying value of investment property and related intangibles, whenever events or changes in 
circumstances indicate that the canying amount of an asset may not be recoverable in accordance with US GAAP. 
Impairment losses are recorded on real estate assets held for investment when indicators of impainnent are present 
and the future und�counted cash flows estimated to be generated by those assets are less than the assets' carrying· 
amount 

Income Taxes 

We intend to elect to bet.axed as a REIT under the Internal Revenue Code after we meet REIT 
qualifications but no sooner than with our taxable year ending December 31, 2018. To qualify as a REIT, we must 
meet certain organizational and operational requirements, including a requirement to distribute at least 90%, of our 
annual REIT taxable income to our shareholders (which is computed without regard to the dividends paid deduction 
or net capital gain and which does not necessarily equal net income as calculated in accordance with US GAAP. As 
a REIT, we generally will not be subject to federal income tax to the extent we distribute qualifying dividends to our 
shareholders. If we fail to qualify as a REIT in any taxable year, we will be subject to federal income tax on our 
taxable income at regular corporate income tax rates and generally will not be permitted to qualify for treatment as a 
REIT for federal income tax purposes for the four taxable years following the year du.ring which qualification is Jost 
unless the IRS grants us relief under certain statutory provisions. Such an event could materially adversely affect our 
net income and net cash available for distribution to shareholders. However, we intend to organize and operate in 
such a manner as to qualify for treatment as a REIT. 
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Deferred income tax assets and liabilities are determined based upon differences between the financial 
reporting and tax basis of assets and liabilities and are measured using the enacted tax rates and laws that will be in 
effect when the differences are expected to reverse. Accounting standards require the consideration of a· valuation 
allowance for deferred tax assets if it is "more likely than not'' that some component or all of the benefits of deferred 
tax assets will not be realized The Gompany's policy of accounting for uncertain tax positions is to recognize the tax 
effects from an uncertain tax position in the financial statements, only if the position is more likely than not to be 
sustained on audit, based on the technical merits of the position. 

Accounting Standards Applicable to Emerging Growth Companies 

We qualify as an "emerging growth company" pursuant to the provisions of the JOBS Act. Section 
102(b)(I) of the JOBS Act provides that an "emerging growth company'' can take advantage of the extended 
transition period provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting 
standards. We have elected to use the extended transition period for complying with these new or revised accounting 
standards. Since we will not be required to comply with new or revised accounting standards on the relevant dates 
on which adoption of such standards is required for other public companies, our financial statements may not be 
comparable to the financial statements of companies that comply with public company effective dates. If we were to 
elect to comply with these public company effective dates, such election would be irrevocable pmsuant to Section 
107 of the JOBS Act. 

Market Conditions and Outlook 

Our recent acquisitions were accomplished utilizing a 721 Exchange tax deferral methodology or 
"UPREIT" providing several unique advantages over a 1031 exchange or selling to cash buyers. This strategy is 
advantageous for real estate owners seeking to mitigate and defer their immediate tax obligations, stay invested in 
real estate, diversify their holdings, and seek potential future growth and liquidity by accepting Talon OP common 
units which can later be converted 1: 1 for Talon common stock under the ticker "TALR" and their capital gains tax 
obligations are deferred until the common stock is ultimately sold in the public market. 

Our strategy is to continue offering these tax-deferred solutions to real estate owners as pan of diversifying 
our shareholder base creating liquidity and shareholder val.ue. We continue to believe office and industrial properties 
offer the best return on equity metrics as part of our investment strategy. Retail will also be part our overall portfolio 
with an average overall target portfolio contribution of nearly 20% over the long-tenn. 

The middle corridor of the United States continues to offer higher cap rates compared to the west and east 
coasts and we will continue to explore additional investment options within this region to continue our mission to 
provide retLD11 on equity targets of 8-15% per asset or portfolio. 

Results of Operations 

There were no new acquisitions or dispositions of any of the Company's properties in 2016 or 2017. We 
expect our revenues, tenant reimbwsements and many expenses will continue to increase on an absolute basis in the 
future as we seek to acquire additional properties, assume or refinance indebtedness in connection with the 
acquisitions and build the infrastructure necessary to grow our business. In the near term, we expect to incur higher 
legal and other professional fees in pmsuit of acquisitions. 

Comparison of year ended December 31, 2016 to the year ended December 31, 2015 

Revenues and Expenses 
Rental revenues decreased $1,507,538, or20.7%, to $5,761,214 for 2017, compared to $7,268,752 for the 

prior year. The primary driver of the decrease was acceleration of the above-market lease intangible asset 
amortization related to a tenant that renom1ced its lease as of September 30, 2017 as part of its Chapter 11 
bankruptcy. Other factors causing the net rental revenue decrease relate to minor tenant losses across the portfolio as 
well as rate renegotiations on lease renewals with no significant new lease activity. In addition, rent received from 
one tenant that previously was not split between rent and tenant reimbursement was adjusted to split out a portion of 
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rent to tenant reimbursement beginning July 1, 2017. This had the effect of decreasing rent revenue and increasing 
tenant reimbursement in the year ended December 30, 2017 compared to the prior year. 

Tenant reimbursements decreased $264,434, oro7.4%, to $3,304,323 foro2017 compared to $3,268,757 for 
the prior year. The smaller decrease in tenant reimbursement compared to rent revenue reflects a reclassification of 
rent to tenant reimbursement as described above under rent revenue. Without this change, tenant reimbursements 
would have declined consistent with the change in rent revenue and stable operating expenses. 

Other income decreased $585, or 0.2%, to 280,400 for 2017 compared to $280,985 for the prior year. Other 
income was lower than comparable prior year amounts through the first three quarters due to lower recorded 
amounts related to an income guarantee on one of the properties owned and lower revenue from an event center 
located in the 180 East 5th Street property in St Paul. In the fourth quarter, we recognized $182,767 of other income 
related to the judgment against Bren Road L.L.C. 

General and administrative expenses decreased $864,147 or 79.5% to $222,311 for 2017 compared to 
$1,086,458 for 2016. The decrease is primarily due to $845,703 in due diligence costs and break-up fees for 
unsuccessful deals in 2016 with no comparable costs on 2017. 

Salary and compensation expense decreased by $361,540, or 36.4% to $631,028 for 2017, compared to 
$992,568 in 2016. The decrease in salary and compensation expense is primarily attributable to the immediate 
vesting of certain non-cash stock compensation for awards granted in 2016. 

Professional fees increased $247,811, or 22.2% to $1,363,890 for 2017, compared to $1,116,079 for 2016. 
The increase is primarily due to an increase in legal services related to our legal proceedings in 2017 compared to 
the prior year. 

Property operating e:tpenses increased by $51,311, or 1.1 % to $4,707,709 for 2017, compared to 
$4,656,398 for 2016. The modest increase in property operating expenses compared lo the prior year is primarily 
attributable to one-time, non-tenant reimbursable charges in JUile 2017 related to the refinancing of the debt secured 
by the Talon Bren Road, LLC owned property offset by decreases in property operating expenses across the 
portfolio in 2017 compared to 2016. 

Real estate taxes and property insurance increased by $87,201,or 4.9% to $1,863,865 for 2017. compared 
to $1,776,664 for 2016. The increase primarily relates to real estate taxes and is consistent with our expectations. 

Depreciation and amortization expense increased by $827,633, to $5,724,858 for 2017, compared to 
$4,897,225 for 2016. The increase is primarily related to a $1,134,029 acceleration of in-place lease intangible asset 
amorti7.ation related to a tenant that renounced its lease as part of its Chapter 11 bankruptcy. 

Interest expense increased by $6,706,325, or 137. 9% to $11,570,365 for 2017, compared to $4,864,040 for 
2016. The increase is primarily related to the refmancing of the debt secured by the 180 East 5th Street property in 
January, 2017 and the refinancing of the debt secured by the 10301 Bren Road property in June, 2017. The weighted 
average interest rate increased to 11.85% for 2017 compared to 6.59% for 2016 and outstanding debt increased by 
over $22,500,000. In additio� significant new deferred financing costs were incurred which had predominantly a 
one-year amormation period. 

Foods from Operations and Non-GAAP Reconciliation 

The National Assoc�tion of Real Estate Investment Trusts, or NAREIT, defines funds from operations, or 
FFO, as net income (loss).available to common shareholders computed in accordance with US GAAP, excluding 
gains or losses from sales of operating real estate assets and extraordinary items, plus depreciation and amortization 
of operating properties including the add back of real property depreciation, amortization of capitalized lease 
expenses, tenant allowances or improvements, and the like. We intend to calculate FFO in a manner consistent with 
the NAREIT definition. 
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Management intends to use FFO as a supplemental measure to conduct and evaluate our business because 
there are certain limitations associated with using US GAAP net income alone as the primary measure of our 
operating performance. Historical cost accounting for real estate assets in accordance with US GAAP impJicitly 
assumes that the value of real estate assets diminishes predictably over time. Because real estate values instead have 
historically risen or fallen with market conditions, management believes that the presentation of operating results for 
real estate companies that use historical cost accounting is insufficient by itself. In addition, securities analysts, 
investors, and other interested parties use FFO as the primary metric for comparing the relative performance of 
equity REITs. There can be no assurance that FFO presented by us is comparable to similarly titled measures of 
other REITs. 

FFO should not be considered as an alternative to net income or other measurements under US GAAP as an 
indicator of our operating performance or to cash flows from operating, investing or financing activities as a 
measure of liquidity. FFO does not reflect working capital changes, cash expenditures for capital improvements or 
principal payments on indebtedness. 

We define adjusted funds from operations, or AFFO, as FFO excluding the non-cash effects of straight-line 
rent, amortization ofelease inducements and deferred financing costs, depreciation of non-real estate, and non-cash 
compensation charges. US GAAP requires rental revenues related to non-contingent leases that contain specified 
rental increases over the life of the lease to be recognized evenly over the life of the lease. This method may result in 
rental income in the early years of a lease that is higher than actual cash received, creating a deferred rent receivable 
asset or lower income than actual cash received, creating a deferred rent revenue liability included in our 
consolidated balance sheet. At some point during the lease, depending on its terms, cash rent payments may exceed 
or be lower than the straight-line rent which results in the deferred rent receivable asset or liability, respectively, 
decreasing to zero over the remainder of the lease tenn. By excluding the non-cash portion of straight-line rental 
revenue and amortiz.ation of lease inducement and deferred financing costs as well as non-cash compensation 
expense, investors, analysts and our management can compare AFFO between periods. Our management utilizes 
this measurement to analyze our operating perfonnance. 

Below is the calculation ofFFO and AFFO and the reconciliation to net income (loss), which we believe is 
the most comparable GAAP financial measure: 

ReconcUiation of Net Loss Attributable to Talon Real Estate Bolding Corp. to Funds from Operations 

Year Ended December 31, 
In thousands ( except per share amounts) 

Amouat 

2017 

Weigflted Ave, 
Sharaaod 

Unffs(l) and U.aJt(J> 
Per Share 

Amount 

2016 

Wefgbted Avg. 
Shares aad 

Unifs(l) 
PerShare 

andUDftC2> 

Net loss attributable to TREHC $(11,824) 19,583 S (0.60) $ (S,307) 17,027 $ (0.31) 

Adjustments: 
Non-controlling interest Operating Partnership 
Consolidated depreciation and amortization 

(4,867) 
S,725 

8,000 (2,8S6) 
4,897 

9,200 

adjust for non-real est.ate depreciation (J) 
adjust for amortii.ation to revenue 633 224 

adjust for non-controlling real estate owned 
depreciation (111 l 

Net adjustments 1�85 8
1
000 2,149 91200 

Funds from operations applicable to common 
shares 27,583 $ �0.S3l $ (3,1582 26�.7 $ 
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Reconciliation of Net Loss Attributable to Talon Real Estate Holding Corp. to Adjusted Funds from 
Operations 

Year ended December 31, 
2017 1016 

Wefabted Weighted 
Ava. A91. 

Share, a11d Per Sbare Shares aad Per Share 

Adjusted funds Crom operations Amount Units Cl> attd Unit (J) Amount Units <1> and Unit tl> 

FFO available to common shares $ (10,439) 27,583 S (0.53) S (3,158) 26,227 $ (0.J2) 
Adjusbnents: 

Straight-line rents in excess o( or less than, contract 
rents 6 (166) 

Non-real estate depreciation I 5 

Amorti7.stion of defened financing costs net of non
controlling real estate 3,791 617 

Non-cash stock compensation charges 167 411 
AFFO available to common shares S (6.474) 27.583 $ (0.33) $ (2,291) 26,227 S (0.09) 

(1)oNon-controlling units of the Operating Partnership are exchangeable for cash. or at the Company's discretion, for commono
shares of stock on a one-for-one basis.o
(2) Net income is calculated on a per share basis. FFO and AFFO are calculated on a per share and unit basi�.o

Liquidity and Capital Resources 

Liquidity is a measure of our ability to meet potential cash requirements, including commitments to repay 
borrowings, fund and maintain our operations and assets, acquire properties, make distributions to our shareholders 
and other general business needs. We have incurred significant expenses related to operating as a public corporation, 
building and tenant improvements at our properties, and preparation for and execution of our acquisition strategy 
creating a cash shortfall from operations through December 31 , 2017. 

We currently do not have available cash and cash flows from current operations to provide us with 
adequate liquidity for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have 
insufficient cash flow from current operations to pursue our strategy without further financing. As of December 31, 
2017, we had unrestricted cash of approximately $71,183 and current liabilities including tenant improvement 
allowances, unsecured debt, accounts payable and accrued expenses substantially in excess of the available cash. We 
therefore will require additional capital and increased cash flow from future operations to fund our ongoing 
business. There is no guarantee that we will be able to raise any required additional capital or generate sufficient 
cash flow from our current and future operations to fund our ongoing business. If the amount of capital we are able 
to raise together with our cash flows from operations are not sufficient to satisfy our operational or capital needs, we 
may be required to sell our real estate assets, cease our operations or alter our growth plans. 

In addition, in 2017 several judgments have been entered against the Company in various legal proceedings 
related to the non-repayment of outstanding unsecured note obligations, as follows: 

•o On February 27, 2017 a judgment was ordered against Talon Bren Road LLC and Talon OP L.P.
in the amount ofS719,365o

•o On April 7, 2017, a judgment in the amount of$ 897,695 was ordered against Talon Real Estateo
Holding Corp and Talon O.P., LP.o

•o On May. 19, 2017, a judgment in the amount oUl,4 76,498 was ordered against the Companyo

Judgments against the borrower in excess of $100o,000 or against the guarantors of our loans in excess of 
$250,000 that remain unpaid after 30 days constitute an event of default under our 10301 Bren Road loan 
agreements, and judgments against the borrowers or guarantors of our loans in excess of $250�000 that remain 
unpaid after 60 days constitute an event of default under our 180 E. 5th Street loan. On June 23, 2017, the $719,365 
judgment against Talon Bren Road LLC and Talon OP L.P. was paid from the proceeds of a refinancing described 
below. 



On April 13, 2017, the Company, together with its subsidiaries Talon OP and Talon Bren Road, LLC 
("TBR"), received written notice from Bell Bank ("Bell") that an event of default has occurred with respect to that 
the Loan Agreement dated as of May 29, 2014 (the "Loan Agreement''} by and between Bell in its capacity as lender 
thereunder, and TBR, as the borrower thereunder (the "Notice"). The Company and Talon OP have guaranteed the 
payment and performance ofTBR under the Loan Agreement pmsuant to a Guaranty dated May 29, 2014 made by 
each guarantor in favor of Bell. 

The Notice provides that (a) Bell demands immediate payment in full of the amount due under the Loan 
Agreement, which as of April 13, 2017 was $10 ,773,144 and (b) Bell may exercise its rights to seek the appointment 
of a receiver to take control ofTBR's property located at 10301 Bren Road West, Minnetonka, MN and commence a 
foreclosure action to foreclose its lien 6n the property. On March 27, 2017, Talon Bren Road, LLC also received a 
notice of default under the terms of our second mortgage agreement, the outstanding balance of which was $2 
million as of the date of the filing of this report. 

On June 21, 2017, lBR LLC, entered into a transaction to refinance its first and second mortgages on the 
property via an issuance of a Promissory Note SeCW"ed by a Mortgage and Collateral Security Agreement with 
MCREIF SubREIT LLC, in the principal amount of $15.1 million. The Note bears interest at a rate equal to 9 .5% 
per annum and has an initial maturity date ofJune 1, 2018. 'Fhe Note is subject to a balloon payment upon maturity 
in the amount of $15 .2 million, which is comprised of the unpaid principle balance of $15. l million and the unpaid 
interest only payment of $0.1 million. The proceeds of the refinancing were used to redeem amounts outstanding 
under the first, second and third mortgages totaling $14.0 million, to pay the outstanding judgment against the 
property described above, and to pay closing costs. 

On April 8, 2017, the Company bad a balloon payment of $4.3 million due on the mortgage one of its 
properties. The Company expects to refmance this property but as of the date of this report has been unable to do so. 
Failure to refinance would further impact OllT liquidity, and would allow the lender to exercise its rights under the 
loan agreement, including acceleration of the mortgage note and initiation of a foreclosllTe proceeding. 

If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less 
than the value at which those assets are carried on our consolidated financial statements, and it is likely that 
investors will lose all or a part of their investment. 

Our long-term liquidity requirements consist primarily of funds to pay for past due and scheduled debt 
maturities, non-recurring capital expenditures that need to be made periodically and continued expansion of our 
business through acquisitions. Although we plan to aggressively pursue acquisitions to grow our business. there is 
no assurance that we will be able to acquire additional properties in the future. 

Since our available cash and cash flows from current operations do not provide us with adequate cash to 
satisfy current liabilities and are not expected to provide us with adequate liquidity for the foreseeable futu�, we 
anticipate that we will undertake future debt or equity fmancing or asset sales during 2018. Additional financing or 
asset sales are necessary for our company to continue as a going concern. 

In the future, we anticipate using a number of different sources to finance our liquidity needs, including 
cash flows from operations, issuance of debt securities or equity securities (which might be common or preferred 
stock), private financing (such as additional bank credit facilities, which may or may not be secured by our assets). 
asset sales, seller financing, property•level mortgage debt, or any combination of these sources, to the extent 
available to us, or other sources that may become available from time to time. Any debt that we incur may be 
recourse or non•recourse and may be secured or unsecured. Although we have successfully raised equity capital in 
the past, we cannot be assured that we will be able to continue to be successful in raising capital through issuance of 
securities. Our ability to obtain needed financing may be impaired by such factors as the capital markets, our status 
as a new enterprise without significant assets or demonstrated operating history, and/or the loss of key management. 
There is no guarantee that we will be able to raise any required additional capital or generate sufficient cash flow 
from our current and proposed operations to fund our ongoing business. 
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Outstanding Indebtedness 

5130 LLC, an entity in which our Operating Partnership owns a 49% interest and that owns an industrial 
complex located in the Minneapolis-St. Paul metropolitan area, is party to a loan agreement secured by such 
industrial complex. The loan agreement provides for two tenn loans, the A Joan and the B loan. The tenn loans had 
a balloon payment due on April 8, 2017 and is past due. The Company expects to refinance this loan but as of the 
filing of this document has been unable to do so. 

Talon Bren Road, LLC, an entity through which our Operating Partnership acquired the property located at 
10301 Bren Road West, Minnetonka, MN on May 29, 2014, is party to a loan agreement secured by such property. 
The loan agreement contains certain financial and non-financial events of default. On February 27, 2017, a judgment 
in the amount of $719,365 was ordered against Talon Bren Road, LLC and Talon O.P. LP which constitutes a non
financial event of default under the loan agreement. On March 31, 2017 the Company received a notice from the 
lender stating that the Company was in nonmonetary default on the loan agreement. On June 21, 2017, Talon Bren 
Road, LLC entered into a transaction to refinance its first and secon4 mortgages on the property via issuance of a 
Promissory Note Secured by a Mortgage and Collateral Security Agreement with MCREIF SubREIT LLC, in the 
principal amount of$15.l million. The Note bears interest at a rate equal to 9.5% per annum and has an initial 
maturity date of June 1, 2018. 

Talon First Trust, LLC, an entity through which our Operating Partnership acquired the property located at 
180 East 5th Street St. Paul, MN on July 2, 2014, is party to a loan agreement secured by such property. On January 
27, 2017 we completed the refinance of this loan. The new loan, in the principal amount of $51,600,000 matures 
January 26, 2018 and is secured by the property, an assignment of lease and rents, 100% of the membership and 
ownership interests in Talon OP, L.P., and other collateral as described in the Joan agreement The following table 
summarizes the Company's notes payable as of December 31, 2017 and 2016: 
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84,472 

Principal Balance At 
Interest December 31, Deeem her JI, 

Loan DescriJ!tion Loan TD!! Maturitt Date Rate 2017 2016 

Talon First Trust, LLC Mortgage Seemed floating rate interest luly 5, 2017 6.04% $ s 32,000,000 
only 

Talon First Trust, LLC Mortgage Secured floating rate interest Janumy 26, 2018 13.50%, 51,600,000 
only 

Talon First Trust, LLC. - Promissory Unsecured fixed rate interest January 24, 2018 10.00% 927,586 1,008,908 
Notc<I> only 
Talon First Trust, LLC. -Promissory Unsecured fixed rate interest NA 10.000/4 59,489 
Note only 

(4) Talon First Trust. LLC. - �ale of Future SeebeJowfl> Secbelow0> 539.334 430,500 
Receivable 0> 
Talon Bren Road, LLC Mortgage Secured fixed rate July I, 2018 9.50% 15,127,0000
Talon Bren Road, LLC Mortgage I Secured fixed rate May028,2019 4.65% 10,858,648 
Talon Bren Road, LLC Mortgage 2 Secured fixed rate interest only March 1,2017 16.00% 2,000,000 
Talon Bren Road, LLC HV AC Loan<'> Unsecured fixed rate June 1. 2019 8.00%, 
Talon Bren Road, LLC RoofLoan'5> Unsecured fixed rate interest June 1,2019 8.00% 225,000 

only 
5130 Industrial S�et, LLC Mortgage I Secwed fixed rate Aprill, 2017 6.05% 3,968,876 3,981,740 
S 130 Industrial Street. LLC Mortgage 2 Secured fixed rate Apri1 8, 2017 12.75% 292.609 292,941 
Talon OP, L.P. - Promissory Note<•> Unsecured fixed rate interest June 30, 2016 10.00% 896,?'JS 500,000 

only 
Talon OP, L.P. - Promissory Note Unsecured fixed rate interest July 31, 2017 3.00% 654,926 654,926 

only 
Talon OP, L.P. - Promissory Notcs<Z> Unsecured fixed rate interest June 30, 2016 10.00% 1,476,498 lt000,000 

only 
Talon OP, L.P. - Promissmy Note Unsecured fixed rate January 15, 2018 15.00% S0,782 271,287 
Other Unsecured fixed rate interest July I, 2018 4.50% S00,000 

only 
Other Unsecured flXed rate interest June 30, 2016 24.00% 81,800 

only 
$ 76,034,606 $ 53,449,711 

Less: unamortized deferred financing costs {6841012} (496.063) 
Notes payable. net s 1S�S00S94 $ 52.953.648 

1 

O)0 This note has been amended and restated on a quarterly basis since January 25, 2017 based on periodic partial payments and0
capitalization of due interest The cumnt amended and restated note has a balance ofS927,586 with interest on lhe unpaid balance at 
10%. The entire principal balance shall be due and payable on the earlier of January 24, 2018 or upon a time that the Company 
refinances or sells its property located at 10301 Bren Road. 

(2) lo 201S, the Company entered into two separate $500,000 unsecured promissory notes with the same unrelated party. The notes bore 
interest at rates from! 4% to 24% annually through June 30, 2016 after which time the notes accrued interest at 26%. On May 19, 
2017, ajudgmentwes entered against the Company in the amouotofSl,476,498. As of the date of the judgment, the interest rate on 
the note changed to 10% under Minnesota Statutes. 

<3>0 During 2016 the Company received funds from fom different sources. As of December 31, 2016. the total outstanding balance was 
$430,500 for the .sale of future receivables at the property locatcd at 180 E. Fifth S�t. The agreements require payments totaling 
W4,9J.? _O.Y.C.I .l� -��JS: ·•-�!!i�J�µ-�. ��Ef�QJ_!, �.similar funding arrangement was entered into with a remaining balance due0
,_ ��?.,��:.M�.P.ilY.IU.�.9.f.$_· '--��-9.Y�!--.��- Per FASB ASC 470-10-25, which provides guidance on funds received 
ftom sales of future receivables. this transaction has been classified as debt and included in notes payable. The agreements are0
guaranteed by a shareholder of the Company.0

C4> On August 2014, the Company entered into a $500,000 unsecwed promissory note with a related party, one of its lben current0
directors. The note bad an original maturity date of February 8, 2015. The.Company extended the maturity date of the note in 2015 
and 2016. In October 2016, the former director :filed a summons and complaint in the State of Minnesota claiming that the Company 
breached its obligation under the note. In April 2017. this matter went to trial and the plaintiff was awarded $897,695. As of the date 
of the judgment, the interest rate on the note changed to I 00/4 under Minnesota Statutes. On May 31, 2017, the Court granted a 
Charging Order against the Company and Talon OP L.P. where the Company and Talon OP L.P me required to pay all profits and 
distributions to the plaintiff 1mtil the full amount of the judgment is paid and satisfied 

<5>0 On October 16, 2017, these notes were satisfied as part of a judgment against Bren Road L.L.C. in favor ofTalon OP and Talon Bren0
Road, LLC relating to a net operating income guarantee. 
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Off Balance Sheet Arrangements 

As of December 31, 2017, we did not.have any off-:balance sheet arrangements. 

InOatioo 

As of December 31, 2017, most of our leases required tenants to reimburse us for a share of our operating 
expenses. As result, we are able to pass on much of any increases to .our property operating expenses that might 
occur due to inflation by correspondingly increasing our expense reimbursement revenues. During 2017 and 2016, 
inflation did not have a material impact on our revenues or net income. 

Recent Accounting Pronouncements 

See Note 3 to the consolidated financial statements 

Item 8. Financial Statements and Supplementary Data 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Shareholders, Audit Committee and Board of Directors 
Talon Real Estate Holding Corp. 
Minneapolis, MN 

We have audited the accompanying consolidated balance sheets of Talon Real Estate Holding Corp. as of December 
31,2017 and 2016, and the related consolidated statements of operations, shareholders' equity (deficit) and cash 
flows for the years then ended. These consolidated financial statements are the responsibility of the company's 
management. Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. 

We conducted our audits in accordance with the standards of the PubJic Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement. The company is not required to 
have, nor were we engaged to perf onn, an audit of its internal control over financial reporting. Our audits included 
consideration of its internal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
company's internal control over financial reporting. Accordingly, we express no such opinion. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated fmancial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management as 
well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Talon Real F.state Holding Corp. as of December 31, 2017 and 2016 and the results of their 
operations and cash flows for the years then ended, in conformity with U.S. generally accepted accounting 
principles. 

The accompanying consolidated financial statements have been prepared asswning that the company will continue 
as a going concern. As discussed in Note 16 to the consolidated fmancial statements, the company has suffered 
recurring losses from operations and as descn'bed in Note 16, has defaulted on the tenns of certain of its secured and 
unsecured loan agreements. These factors raise substantial doubt about its ability to continue as a going concern. 
Management's plans in regard to these matters are also described in Note 16. The consolidated fmancial statements 
do not include any adjustments that.might result from the· outcome of this uncertainty. 

Isl 

Minneapolis, MN 
____ _,2018 
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2,966,639 

TALONREALESTATEHOLDINGCORP. 

CONSOLIDATED BALANCE SHEETS 
As of December 31, 2017 and 2016 

2017 2016 
ASSETS 
Land and improvements $ 8,302,447 $ 8,302,447 
Building and improvements 51,959,753 51,192,059 
Furniture and equipment 3;193 300571 

1 

Total property and equipment 60,294,393 59,525,077 
Less: accumulated depreciation (10,983

1
1411 (8

1
506

1
290} 

Net property & equipment 49,311,252 51,018.787 

Cash 71,183 108,418 
Rents and other receivables, net 300,817 428,176 
Prepaid expenses and other assets 115,614 104,855 
Restricted escrows & reserves 4,271,084 3,001,232 
Deferred leasing costs, net 2,036,120 2,003,221 
Intangible assets, net 10743,428 4650603 

1 5
1 1 

TOTAL ASSETS $ 5728491498 $ 621
130

1
292 

LIABILITIES 
Notes payable $ 76,034,606 $ 53,449,711 

Less: unamortized deferred financing costs {6841012) {4962063} 
Notes payable, net 
Accotmts payable 
Tenant improvement allowance 

75,350,594 

1,881,838 

52,953,648 
6,167,516 
S,639,752 

Accrued expenses and other liabilities 1,314,139. 1,329,742 
Tenant security deposits 159,523 167,242 
Deferred rent revenue 124,464 121,710 
Prepaid rent 355,296 175,758 
Accrued interest 938,222 1,029,911 
Below-market leases, net 36,789 150,638 
Mandatorily redeemable Operating Partnership preferred units 3

2
000

2
000 

Total Liabilities 83,127,504 70,735,917 

COMMITMENTS AND CONTINGENCIES (NOTE 8) 

SHAREHOLDERS' EQUITY (DEFICIT) 
Preferred shares outstmding at $.00 l par value; authorized 10,000,000 s�s; 
none issued or outstanding as of both December 31, 2017 and 2016 
Common shares outstanding at $.001 par value; authorized 90,000,000 
shares; 19,880,981 issued and outstanding as of December 3 I, 2017 and 
17,265,981 as ofDecember 31, 2016 19,880 17,265 
Additional paid in capital 2,428,374 2,261,281 
Accumulated loss !26

1
349,668}0 { 14

1
525,598} 

Total Talon Real Estate Holding Corp. shareholden' equity (deficit) (23,901,414)0 (12,247,052) 
Non-controlling interests - Operating Partnership; 4,000,001 common units 
issued and outstanding as of December 31, 2017 and 9,200,001 issued and 
outstanding as of December 31, 2016 282,215 S,253,704 
Non-controlling interests - consolidated real estate entities {lz658z807l {10612027!2 

1 1 

TOTAL SHAREHOLDERS' EQUITY (DEHCIT) (25,278
1
006} {81

6051
625} 

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY (DEFICIT) $ 57,8491498 s 621130�92 

See accompanying notes to consolidated financial statements. 

TALON REAL ESTATE HOLDING CORP. 

46 



CONSOLIDATED STATEMENTS OF OPERATIONS 

For the Years ended December 31, 2017 and 2016 

2017 1016 
REVENUE 

Rent $ 5,761,214 $ 7,268,752 
Tenant reimblD'Sements 3,304,323 -3,568,757 
Other income 280,400 280z985 

Total Revenue 9,345,937 11,118,494 

EXPENSES 
General & administrative 222,311 1,086,458 
Salary and compensation 631,028 992,568 
Professional 1,363,890 1,116,079 
Property operating expenses 4,707,709 4,656,398 
Real estate taxes & insurance 1,863,865 1,776,664 
Depreciation and amortization S

1
724,858 4,891�25 

Total Expenses 14
1
513

1
661 14

1
S25,392 

Operating Loss (5,167,724) (3,406,898) 

Interest expense 111
S70

1
365 4,864

1
040 

NET LOSS ! 16
173!z089} (81270

1
938} 

Net loss attributable to non-controlling interest - Operating Partnership 4,867,489 2,8S5,14S 
Net loss attributable to non-controlling interests - consolidated real estate entities 46.530 108.398 

NET LOSS AITRIBUTABLE TO TAWN REAL �TATE HOLDING 
CORP. $ {l 1

1
824

1
0701 s (51

306
1
79S} 

Loss per common share basic and diluted $ (0.60) __ s ______ ,o_.3_ll 
See accompanying notes to consolidated fmancial statements. 
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---

(341,699) 
sso 

(160) 
2,585,000 

T AWN REAL ESTA TE HOLDING CORP. 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (DEFicm 
For the Years Ended December 31, 2017 and 2016 

Opcndn& 
N,..baol Addldlml Taul Nambtrol hr1J1asllip N�1 
Coamoa C-OII Paidlll Acaimulacal eo.trolliq OPCommca ColllmGD fllccrcslJiD 
Stll.ra Shares($) CIE!!•I LD$s mteffltt llafa tlnitaS! Rallutc TGUI� 

Dtumber 31, 2015 17S0S7
1
680 s {9'318 8032 S Qi3.51�) 9a!!a00l s !!il091449 s ll,S0l1BZ!l s !74517941 S 171057 S US0.312 

Forfeited ralriCICd shares (342) 342 
Sbaa ilmGd u SIIX:kc:ompms&11ou 550,000 410,SS7 411,107 411,107 
Shau issued for prameo 0,: 11ot11 pay&blc 
Net loss {S.l06. 79Sl (S

13!!§i7952 �8SS174S! ilOY98l 1!:!70.:281 
Demaber 31, 2016 17,265.981 � �•,211 !14,SlS,5982 i1�11os22 91200,001 s12Sli704 s1.61� l!i605,!m 
Ccfflcliaa ot crrur (130,000) (130) 130 
Opmtins Partncnhip 1111lucdecmad (S,200,000) (104,000) (104,000) 
SlwD-baslld compensation 133,9S8 133,958 133,958 
Vmtiagatmtrictednocltl\\'ll'ds 160,000 160 
Sham issued to anployces 2,.5B5 33,16.5 Jl,750 33,750 
Netloss {1118241070! {11.82410702 {4.B67.489l (46�30} !16a7l!!J089} 

s <J6.3'9M!I S-f2Y(ll.4l4) 4AOOI s uy1s s u.651.101, .L.!2i!!2.. S 2�� Du&mller 31, 2011 19,110,981 s (25.721.1(16) 

See accompanying notes to consolidated .financial statements. 
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(43,853) 

(2,932.305) 

(8.839,363) 

1017 2016 

(10,759) 

Qanp io operatiJlg assets and liabllilies: 
Reots and other receivables (89,310) 

53,429 Prepaid expenses BDd other assets 
Oefcacd teasing costs 
h'°Wll:s payable 

(321,177) 
2,325,335 

Accrued expenses and other liabilities 
Tenant security deposits 
Deferred rent �e 

(IS,603) 
(7,719) 
2,754 

Prepaid rent 179,538 
Accrued interest 

193,499 
1,034 

(167,324) 
(212,015) 

789 719 634,622 
766807 Net� flows from operatins activities 

CASH FLOWS FROM INVESl'ING ACDVITl'l.S 
Pun:hases er improvements of land, building. intangible assets 
Pun:hll9e of equipment. furniture and 6xtun:s 
Deposits to restricted CSGrows and reserves 
Payments from restricted escrows and reserves 

Net cash flows from investing activities 

(4,525,608) 
(1,622) 

(13,333,598) 
12,063.746 
(5,797.082) 

{1,707) 

(2,846,674) 
l,984162l. 
(863,759) 

CASH FLOWS FROM FINANCING ACTIVITIES 
.Proceeds from notes payable 
Principal payments on notes payable 
Deposits or cash pBid for finaocing com 
Redemption of Operating P1!11De:1Ship prefcmd units 

Net cash flows from fiDm=ls activities 

70,719,150 
(49,139,135) 
(3,.980,805) 
(3.000.000) 
14,599.210 

1,256,498 
(1,077,141) 

(314,372) 

(135.0JS) 

Nd ChanKe in Cull (37,235) (231,967) 

CASH- BEGINNING OF PERIOD 
CASH-END OF PERIOD 

108418 
71183 s 

340,385 
103a41s 

SUPPLEMENTAL SOIEDULE OF NON-CASH INVESTING AND FINANCING 
AC11VITIES 

Parclwcs ofbuildins aoo bmd improvemcats included in 8CCOllll1s payable and tmant 
improYCDleat a!Jcwance 
Lea.sins and finance fees included in accaunts payable and odier liabilities 
fssullllCC of �oa stock included in Jinancillg casts 
Accounts payable COJM:ltCd m notes payable 
Accrued interest con\'Clted to notes payabre 
Redemption of Operating Partnership 1mits in satisfaction of judgment 
lsswmcc of comutoa stock in satisfactioo of accoW11s payuble 

s 

2S,7S0 
258,572 
881,408 
104,000 
to,000 

s 164,981 
9,938 

1,483,970 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash paid durins the period for interest oo mortgages and prcfencd Operating Partnership 
preferred units s 7,869,198 s 3,738,709 

See accompanying notes to consolidated financial statements. 

TALON REAL ESTATE HOLDING CORP. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the Years Ended December 31, 2017 and 2016 

For tlle Years Ended 
Dectmber 31, 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net loss s (16,738,089) $ 

Adjus1ments to RCG!Cile net loss to net cash flows from opcmi:ng auets and liabilities: 
Depteciation and amortmtion 6,373,455 
Amortization of deferred financins 3,792,856 
Stock-based compensation expense 133,958 
Provisim fur doubtful m:cowds 67,212 
Financing costs 25,750 
Settlement com added to notes payable 152,400 
Settlement award redncins notes payable (287,500) 

(8.270,938) 

S,119,081 
623.S49 
411,107 
36,485 

168,253 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 1- ORGANIZATION AND BASIS OF PRESENTATION 

Organization 

Talon Real Estate Holding Corp. ("TREHC") previously established an Operating Partnership ("Talon OP") and 
transferred all of its assets and liabilities to the operating partnership in exchange for genera] partnership units. As 
the sole general partner of Talon OP we have the exclusive power to manage and conduct the business and affairs 
for the operating partnership. TREHC owned approximately 80% and 65% of the Operating Partnership as of 
December 31, 2017 and December 31, 2016, respectively. Toe Operating Partnership owned 49% of 5130 Industrial 
Street, LLC ("5130 LLC"), 100% of Talon Bren Road, LLC; 100% of Talon First Trust, LLC, and 100% of Talon 
Real Estate, LLC ("Talon RE") as of December 31, 2017 and 2016. Talon Bren Road, LLC, and Talon First Trust, 
LLC, are both limited liability companies organized under the laws of the state of Delaware, and were fanned on 
May 9, 2014 and April 21, 2014, respectively� to purchase real estate. Talon RE was incoiporated in the state of 
Minnesota on Dece�ber 20, 2012 and began operations in_ 2013 for the purpose of acquiring real estate properties. 

Basis of Presentation 

The accompanying consolidated financial statements have been prepared in accordance with United States Generally 
Accepted Accounting Principles ("US GAAP"). 

The accompanying consolidated financial statements include the accounts ofTREHC and its interest in the 
Operating Partnership. The limited partners in the Operating Partnership have a redemption option that they may 
exercise. Upon exercise of the redemption option by the limited partners, the Company has the choice ofredeeming 
the limited partners' interests ("Units") for TREHC common shares of stock on a one-for-one basis, or making a cash 
paymenno the unit holder. The redemption generally may be exercised by the limited partners at any time after the 
first anniversazy of the date of the acquisition of the Units subject to volume restrictions. 

Co"ection of E"or 

In reconciling issued and outstanding shares to the records of our stock transfer agent during 2017, we discovered 
minor historical errors in the number of issued and outstanding shares of our common stock. A correcting 
adjustment was recorded effective Janwuy 1, 2017 in order properly reflect common shares issued and outstanding. 
This resulted in a reduction of common shares outstanding per Company records of 130,000 shares and a 
reclassification of $130 between additional paid in capital and common stock. This error did not have an impact on 
reported earnings per share in any prior reporting period. 

NOTE 2- INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES 

The Company owns , through its· subsidiary Talon First Trust, LLC, real estate property located at 180 E. Fifth Street, 
St. Paul, MN. The building has 659 �77 net rentable square feet and is primarily leased to tenants for commercial 
use. As of December 31, 2017, the Company had tenants occupying approximately �% of the rentable space. In 
April 2015, the Company executed a lease for a significant new tenant that would increase the occupancy by over 
21 % in the St. Paul buiJding upon commencement of the lease. The lease was subsequently amended on January 27, 
2017 to resolve certain dispuotes between the Company and the tenant and as amended, the lease is scheduled to 
commence on January l, 2018 (see Note 4). 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2016 and 2015 

NOTE 2-INVESTMENT IN REAL ESTATE PROPERTIES AND ENTITIES (continued) 

The Company owns, through its subsidiary Talon Bren Road, LLC, real estate property located on 20 acres of land 
at 10301 Bren Road West, Minnetonka,MN. This property has 164,472 net rentable square feet and is primarily 
leased to tenants who are wholesale product sales representatives. These leases are subject to a master lease 
agreement entered into between Talon Bren Road, LLC and Upper Midwest Allied Gifts Association, Inc. 
("UMAGA j, a Minnesota nonprofit corporation. As of December 31, 2017, the Company had ij·@% of the rentable 
space leased. 

The Company owns and operates the following real estate prope�ies through its subsidiary, 5130 LLC: 

5130 Industrial Street, Maple Plain, MN 
1350 Budd Ave, Maple Plain, MN 

The properties have combined 171,639 net rentable square feet and are primarily leased to tenants for mixed 
. �mercial and industrial usage. As of December 31, 2017, the Company had tenants occupying approximately 
j�% of the rentable space. 

NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Accounting Estimates 

The preparation of consolidated financial statements in confonnity with US GAAP requires management to use 
estimates and asswnptions which affect the reported amounts of assets and liabilities, the disclosure of contingent 
assets and liabilities, and the reported amounts ofrevenues·and expenses. Actual results could differ from those 
estimates. 

Principles of Consolidation 

In determining whether we have a controlling interest in an affiliate and the requirement to consolidate the accounts 
of that entity, management considers factors such as ownership interest, authority to make decisions, contractual and 
substantive participating rights of the limited partners and shareholders, as well as whether the entity is a variable 
interest entity for which we are the primary beneficiary. The accompanying consolidated financial statements 
include the accounts of TREHC and Talon OP, our Operating Partnership, and all subsidiaries in which it maintains 
a controlling interest. Talon OP aJso consolidates 5130 LLC, an entity in which it has a 49% ownership interest, 
based on its ability to control the operating and financial decisions of 5130 LLC. All significant intercompany 
balances have been eliminated in consolidation. 

Real Estate Property and Fixed Assets 

Investment in real estate and fixed assets with a useful life of longer than one year are carried at cost less 
accwnulated depreciation and amortization. Property such as land, building and improvements includes cost of 
acquisitions, development, and construction and tenant allowances and improvements. We allocate the cost of an 
acquisition, including the assumption of liability, to the acquired tangible assets (including land, buildings and 
personal property) detennined by valuing the property as if it were vacant, and identifiable intangibles based on their 
relative fair values. Acquisitions oforealestate are recorded based upon preliminary allocations of the purchase price 
to management's assessment of the fair value of tangible and intangible assets and any assumed liabilities acquired 
which are subject to adjustment as additional infonnation is obtained up to one year after the date of acquisition. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED �INANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Real Estate Property and Fixed ASJels (continued) 

Management's fair value assessment includes the use ofreadily accepted fair value techniques such as discounted 
cash flow analysis and comparable sales analysis including management's reliance on independent market analysis. 

Depreciation is provided using the straight-line method over the estimated useful life of the assets for buildings and 
land improvements, and the term of the lease for tenant improvements. The estimated useful lives being used are as 
follows: 

Land Improvements 
Buildings 
Building Improvements 
Tenant Improvements 
Furniture and Equipment 

3-1S years 
2S-30years 
10-20years 
1.12 years 
3 years 

Repair and maintenance costs are expensed as incurred. whereas expenditures that improve or extend the service 
lives of assets are capitalized. Disposal and abandonment of improvements are recognized at occurrence as a charge 
to depreciation. 

Cash 

The Company considers short-term investments with original maturities of 90 days or less to be cash equivalents. 
The Company believes it is not exposed to any significant credit risk on cash. 

Rents and other Receivables 

Rents receivable and deferred rent are recorded at their estimated net realizable value. The Company follows a 
policy of providing an allowance for doubtful accounts, which is based on a review of outstanding receivables, 
historical collection information. and existing economic conditions. The Company-does not require collateral and 
accounts are considered past due if payment is not made o� a timely basis in accordance with our credit tenns. 
Accounts considered uncollectible are written off. Receivables have been reduced by an allowance for doubtful 
accounts ofS 196,542 and $129,330 as of December 31, 2017 and 20 I 6, respectively. 

Derivadve lnstrumen'b 

The Company records all derivative instruments on the balance sheet at fair value. The accounting for changes in the 
fair value of derivatives depends on the intended use of the derivative, whether the Company has elected to 
designate a derivative in a hedging relationship and whether the hedging relationship has satisfied the criteria 
necessary to apply hedge acco1.mting. If the Company does not apply hedge accounting. all changes in the fair value 
of derivatives are recognized directly in earnings in the period of change. Currently, the Company has not elected 
hedge accounting treatment and all changes in fair value of the Company's derivatives are recognized in current 
period earnings. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 3- SUMMARY OF SIGNIFICANT ACCOUNI'ING POLICIES (continued) 

Restricted Escrows and Reserves 

The Company is required to hold cash in restricted escrow accowits for insurance, real estate taxes and a 
replacement reserve. The escrows are used to pay periodic charges of real estate taxes and assessments, tenant 
improvements, and leasing commissions. The balances in the escrow accounts were $4,271,084 and$3,001,232 as 
of December 31, 2017 and 2016, respectively. 

Deferred Leasing Costs and Incentives 

Direct and indirect costs, including estimated internal costs and leasing com�sions, associated with the leasing of 
real estate investments owned by the Company are capitalized as deferred leasing costs and amortized on a straight
line .basis over the tenn of the related lease as amortiz.ation expense. Unamortized costs are charged to expense upon 
the early termination of the lease. Costs associated with unsuccessful leasing opportunities are expensed. 

The Company bad amortization expense for deferred leasing costs of $272,393 and $293,337 for the year ended 
December 31, 2017 and 2016, respectively. The Company had accumulated amortmltion for deferred leasing costs 
of$1,049,751 and$777,358 as of December 31, 2017 and 2016, respectively. 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. If the tenant 
allowance represents a payment for a purpose other than funding leasehold improvements, or in the event the 
Company is not considered the owner of the improvements, for accounting purposes, the tenant allowance is 
considered to be a lease incentive and is capitalized as a deferred leasing cost and is amortized over the lease tenn as 
a reduction of rental revenue on a straight-line basis. 

The Company had amorti2.ation expense for deferred lease incentives of$15,885 and $39,635 for the year ended 
December 31, 20 I 7 and 2016, respectively. Toe Company had accumulated amortization for deferred lease 
incentives of$74,892 and $59,007 as of December 31, 2017 and 2016, respectively. 

Intangible Assets and Liabllides 

Upon acquisitions of real estate, the Company assesses the fair value of acquired tangible assets and any significant 
intangible assets and liabilities (such as above- and below-market leases and value of acquired in-place leases), and 
any assumed liabilities, and allocates the purchase price based on these fair value assessments. The Company 
records intangible �sets and liabilities acquired at their estimated fair value apart from goodwill for acquisitions of 
real estate. The Company amortizes identified intangible assets and liabilities based on the period over which the 
assets and liabilities are expected to affect the future cash flows of the real estate property acquired. Lease 
intangibles (such as in-place or above- and below-market leases) are amortized over the term of the related lease. 
Above and below-market leases are amortized as a reduction in (addition to) rent revenue. The Company amortized 
$632,711 and $183,929 to rent revenue for above and below-market leases for the years ended December 31, 2017 
and 2016, respectively. Amortization of other intangibles is recorded in depreciation and amortization expense. 

Deferred Financing Costs 

Costs incurred in connection with obtaining financing are capitalized and are being amortiz.ed on a straight-line basis 
over the fmancing term and are included in interest expense. The Company had amortization expense of$3,792,856 
and $623,549 for the years ended December 31, 2017 and 2016, respectively. The Company had accumulated 
amortization of$4,931,069 and $2,126,444 as of December 31, 2017 and 2016, respectively. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Tenant Improvement Allowance 

In leasing tenant space, the Company may provide funding to the lessee through a tenant allowance. In accounting 
for a tenant allowance, the ·company determines whether the allowance represents funding for the construction of 
leasehold improvements and evaluates the ownership, for accounting purposes, of such improvements. If the 
Company is considered the owner of the leasehold improvements for accounting pwposes, the Company capitaliz.es 
the amount of the tenant allowance as building improvements and depreciates it over the shorter of the useful life of 
the leasehold improvements or the related lease term. For tenant allowances committed at lease inception and 
recorded as building improvements but not yet performed or completed, the corresponding liability will be recorded 
as tenant improvement allowance payables. 

As_ofDecember 31, 2017, the Company had tenant improvement allowances recorded as building improvements of 
$�,639,75� that did not have amortization expense in the year ended December 31, 2017 due to lease terms that have 
not commenced as of that date. 

Impairment of Long-Lived Assets 

Long-lived assets, such as real estate property, and purchased intangible assets subject to amortiz.ation, are reviewed 
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not 
be fully recoverable. An impairment loss would be recognized when the estimated future cash flows from the use 
and eventual disposition of the asset are less than the canying amount of that asset. As of September 30, 2017, a 
significant tenant of the 80 I East 5th Street property in St Paul terminated its lease as part of its bankruptcy 
proceedings. This resulted in a $500,102 reduction of revenue from the acceleration ofamortmltion of the above 
market rent intangible. In addition, amortization and depreciation expense increased by $1,134,029 for the year 
ended December 31, 2017 due to the acceleration of amortization for acquired in place lease intangible assets. No 
impairment charges were recognized in 2016. 

Stock-based Compensation 

The Company has granted restricted stock to employees under an approved employee equity incentive plan and to 
Directors under a director compensation plan. Granted shares are considered issued and outstanding as of the vesting 
date of the grants. Stock-based compensation is expensed on a straight-line basis over the vesting period and is 
valued at fair value on the date of the grant The Company has recognized $133,959 and $411,109 of compensation 
expense for the years ended December 31, 2017 and 2016, respectively. 

The Company may also issue common stock in exchange for goods or services of non-employees. These shares are 
either fully vested at date of grant or vest over a certain period during which services are provided. The Company 
expenses the fair market value of the services over the period in which they are received. 
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NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Non-controlling Interest 

Interests in the Operating Partnership held by limited partners are represented by partnership common units of the 
Operating Partnership. The Company's interest in the Operating Partnership was 80% and 65% of the common units 
of the Operating Partnership as of December 31, 2017 and 2016, respectively. The Operating Partnership's income 
is allocated to holders of units based upon the ratio of their holdings to the total units outstanding during the period. 
Capital contributions, distributions, syndication costs, and profits and losses are allocated to non-controlling 
interests in accordance with the tenns of the Operating Partnership agreement. The significant change in ownership 
percentage resulted from the foreclosure of 5,200,000 units issued to Bren Road L.L.C. related to the contribution of 
the 10301 Bren Road Property to Talon OP in 2014. The units were foreclosed at fair value in connection with 
implementing the judgment entered against Bren Road L.L.C. in favor of Talon Bren Road, LLC and Talon OP (See 
Note 8). 

The portion of membership interests in 5130 LLC not held by Talon OP is reported as non-controlling interest. 
Capital contributions, distributions, and profits and losses are allocated to the non-controlling interest based on 
membership percentages and terms of the operating agreement. 

Revenue Recognition 

Base rental income is recogni?.ed on a straight-line basis over the terms of the related lease agreement, inclusive of 
leases which provide for scheduled rent increases or rent concessions. Differences between rent income earned and 
base rent amounts due per the respective lease agreements are credited or charged to deferred rent revenue or 
deferred rent receivable as applicable. When the Company enters into lease modifications or extensions with cmrent 
tenants, the deferred rent at the time of the extension is amortized over the remaining tenn of the lease, and the 
revised terms are considered a new lease. 

Tenant recoveries related to reimbursement of real estate taxes, insurance, repairs and maintenance and other 
operating expenses are billed monthly based on current year estimated operating costs for applicable expenses. An 
additional billing or a refund is made to tenants in the following year after actual operating expenses are detennined. 

Income Taxes 

Deferred tax assets and liabilities are recognized for the expected fuwre tax consequences of temporary differences 
between the book canying amounts and the tax basis of assets and liabilities. Deferred income tax assets and 
liabilities are measured using the enacted tax rates and laws that will be in effect when the temporary differences and 
carry forwards are expected to reverse. Accounting standards require the consideration of a valuation allowance for 
deferred tax assets ifoit is "more likely than not" that some component or all of the benefits of deferred tax assets 
will not be realized. 

The Company's policy of accounting for uncertain tax positions is to recognize the tax effects from an uncertain tax 
position in the financial statements, only if the position is more likely than not to be sustained on audit, based on the 
technical merits of the position. For tax positions meeting the more likely than not threshold, the amount recogni7.ed 
in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being realiz.ed, upon 
ultimate settlement with the relevant tax authority. The Company has examined the tax positions taken in its tax 
returns and determined that there are no uncertain tax positions. As a result, the Company has recorded no uncertain 
tax liabilities in its consolidated balance sheet. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICms (continued) 

Income Taxes (continued) 

Toe Co�pany .. is J?-O longer subject to U.S. federal, state or local income tax examinations by tax authorities for the 
years before aQ!�- The Company is not currently under examination by any taxing jurisdiction. In the event of any 
future tax assessments, the Company has elected to record the income tax penalties as general and administrative 
expense and any related interest as inter�t expense in the Company's consolidated statements of operations. 

Net Income (Loss) or Earnings Per Share 

Basic earnings per common share is computed by dividing net income available to common shareholders by the 
weighted average number of common shares outstanding during the period. Diluted earnings per share is computed 
by dividing net income by the weighted average common and potential dilutive common shares outstanding in 
accordance with the treasury stock method. 

Given that the Company has incurred operating losses for all periods presented, diluted earnings per share is not 
presented. The weighted average outmanding shares used in the basic earnings per share computation is 19,583,465 
and 17,027,312 for the years ended December 31, 2017 and 2016, respectively. 

Recent Accounting Pronouncemena 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This new standard will 
eliminate all industiy-specific guidance and replace all current U.S. GAAP guidance on th� topic. The new revenue 
recognition standard provides a unified model to detennine when and how revenue is recognized. The core principle 
is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an 
amount that reflects the consideration for which the entity expects to be entitled in exchange for those goods or 
services. Lease contracts are specifically excluded from the new accounting guidance. This guidance will be 
effective for the Company beginning January 1, 2019 and can be applied either retrospectively to each period 
presented or as a cumulative-effect adjustment as of the date of adoption. We are currently assessing the impact on 
the Company's consolidated financial statements. 

During February 2016, FASB issued ASU No. 2016-02, "Leases." ASU No. 2016-02 was issued to increase 
transparency and comparability among organizations by recognizing all lease transactions (with tenns in excess of 
12 months) on the balance sheet as a lease liability and a right-of-use asset (as defined). ASU No. 2016-02 is 
effective for fiscal years beginning after December 15, 2018, including interim periods within those fiscal years, 
with earlier application permitted. Upon adoption, the lessee will apply the new standard retrospectively to all 
periods presented or retrospectively using a cumulative effect adjustment in the year of adoption. The Company is 
currendy assessing the effect that ASU No. 2016-02 will have on its results of operations, financial position and 
cash flows. 

In March 2016, the FASB issued ASU 2016-08-"Revenue from Contracts with Customers: Principal versus Agent 
Considerations." The amendments of this standard are intended to improve the operability and understandability of 
the impJementation guidance on principal versus agent considerations. The effective date for ASU 2016-08 is the 
same as the effective date for ASU 2014-09 and ASU 2015-14. The Company is currently evaluating the impact that 
ASU 2016-08 will have on its statement of fmancial position or financial statement disclosures. 
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NOTE 3-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Recent Accounting Pronouncements (continued) 

In March 2016, the F ASB issued ASU 20 l 6-09�ompensation-Stock Compensation (Topic 718): Improvements 
to Employee Share-Based Payment Accounting C'ASU 2016-09"). ASU 2016-09 modifies the accounting for share
based payment awards, including income tax consequences, classification of awards as equity or liabilities, and 
classification on the statement of cash flows. The effective date for ASU 2016-09 is for annual periods beginning 
after December 15, 2016, and interim periods within those fiscal years. The Company adopted ASU 2016-09 
effective January 1, 2017. There was no impact of adoption on the results of operations, financial position or cash 
flows as a result of adoption. 

In August 2016, the Financial Accounting Standards Board ("F ASB'') issued Acoounting Standards Update 
("ASU") 2016-15-Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash 
Payments. ASU 2016-15 provides guidance for eight specific cash flow issues with respect to bow cash receipts and 
cash payments are classified in the statements of cash flows, with the objective of reducing diversity in practice. The 
effective date for ASU 2016-15 is for annual periods beginning after December 15, 2017, and interim periods within 
those fiscal years. Early adoption is pennitted. The Company is currently assessing the impact of this new standard 
on its financial statements. 

In I anuary 2017, the F ASB issued ASU 2017-01 - "Business Combinations (Topic 805): Clarifying the Definition of 
a Business." The amendment is intended to clarify the definition of a business with the objective of adding guidance 
to assist entities with evaluating whether transactions should be accounted for as acquisitions ( or disposals) of assets 
or businesses. The definition of a business affects many areas of accounting including acquisitions, disposals, 
goodwill, and consolidation. The effective date for ASU 2017-01 is for annual periods beginning after December 15, 
2017, and interim periods within those fiscal years. The Company currently anticipates that it will adopt the new 
guidance effective January I, 2018 and that the guidance will result in acquisitions of operating properties being 
accounted for as asset acquisitions �tead of business combinations. The adoption of this guidance will change the 
Company's accollllting for the transaction costs for acquisitions of operating properties such that transaction costs 
will be capitalized as part of the purchase price of the acquisition instead of being expensed as acquisition-related 
expenses. The ASU is required to be applied prospectively. 

NOTE 4- TENANT LEASES 

The Company leases various commercial and industrial space to tenants over terms ranging from month-to-month to 
���Y.�Y��.'. .S.QP.!� �f.t_!!�J�es have renewal options for additional terms. The leases expire at various dates from 
!.\P.rll .. i<H.?.Jo. _ �l?��:er...7Q7.i Some leases provide for base monthly rentals and reimbursements for real estate 
taxes and common area maintenance. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 4-TENANT LEASES (continued) 

The Company has the following future minimum base rentals on non-cancellable leases as of December 31, 2017: 

2018 

2019 

2020 

2021 

2022 

Thereafter 

Total 

Included in the above table are base lease payments due beginning Janwuy I, 2018 totaling S)9)1�j� for a 
significant tenant that has not occupied space yet, but (or which we have an executed lease agreement. 

NOTES-NOTES PAYABLE 

The following table summarizes the Company's notes payable. 

Prtnclpal Balance At 
Interest December 31, December 31, 

Loan Descri2don LoanIIee Maturi!? Date Rate 2618 2016 
Talon First Trust, LLC Mortpge Secured floating rate interest Julys. 2011 6.04% S . $ 32,000.000 

only 
Talon First Trust, LLC Mortgage Secured floating rate interest January 26, 2018 13.S0% 51,600,0000

only 
Talon First Trast, LLC. - Promisso.ry Unsecured fixed rate interest January 24. 2018 10.00% 927,586 1,008.908 
Note<I> only 
Talon First Trust, LLC. - Promisso.ry Unsecured fixed rate interest See below 10.00% 59,489 
Note only 

Sec below()) Talon First TlllSt, LLC. - Sale of Future 
Receivab!e <JJ 

See below Cl> (J) 430,500 

Talon Bren Road, LLC Mortgage Secured fixed rate July �.2018 9.500/4 15,127,000 
Talon Bren Road, LLC Mortgage 1 Secured fixed rate May28.20l9 4.65% 10,858,648 
Talon Bren Road, LLC Mortgage 2 Secured fixed rate interest only March I, 2017 16.00% 2,000,000 
Talon Bren Road, LLC HV AC Loan''> Unsecured fixed rate June 1, 2019 8.00% 84,472 
Talon Bren Road. LLC Roof Lo�> Unsecured fixed rate interest June 1, 2019 8.00% 225,000 

only 
5130 Industrial Sttect. LLC Mortgage I Secured fixed rate April 8,2017 6.05% 3,968.876 3,981,740 
S 130 Induslrial Street. LLC Mortgage 2 Secured fixed rate April 8, 2017 12.75% 292,609 292,941 
Talon OP, L.P. - Promissory NoteC4> Unsecured fixed rate utterest June 30, 2016 10.00o/4 896,995 soo.ooo 

only 
Talon OP, LP. - Promissory Note Unsecured fixed rate interest July 31, 2017 3.00% 654,926 654,926 

only 
Talon OP, L.P. -Promissory Notesl2> Unsecured fixed rate interest June 30, 2016 10.00% 1,476,498 1.000.000 

only 
Talon OP. L.P. -Promissory Note Unsecured fixed rate January 15, 2018 IS.00% 50,782 271,287 
Other Unsecured fixed rate interest July l, 2018 4.50% S00,000 

only 
Other Uosecurcd fixed rate interest June 30, 2016 24.00% 81,800 

only 
s 76,034,606 s 53.449,711 

Less: unamortized deferred financing costs {684
2012� (4962063! 

Notes payable, net s 751350!594 $ �953!648 

58 

https://Promisso.ry
https://Promisso.ry


TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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NOTE 5- NOTES PAY ABLE (continued) 

(l) This note bas been amended and re.5tated on a quarterly basis since January 25, 2017 b�d on periodic partial payments and
capitalization of due interest. The current amended and restated note bu a balance of $927,586 with interest on the unpaid balance at
10%,. The entire principal balance shall be due and payable on the earlier of January 24, 2018 or upon a time that the Companyo
refinances or sells its property located at 10301 Bren Road.o

(2) ln201S, the Company entered into two separate $500,000 unsecwcd promissory notes with the same unrelated party. The notes bore 
interest at rates ftoml 4% to 24% annually through June 30, 2016 after which time the nor.cs accrued interest at 26%. On May 19, 
2017. a judgment was entered against the Company in the amoamt ofSI,476,498. As of the date of the judgment, the interest rate on 
the note changed to I 0% under Minnesota Statutes. 

(3) During 2016 the Company received funds from four different sources. As of December 31, 2016, the total outstanding balance was 
$430,500 for the sale of future receivables at the property located at 180 E. Fifth Street The agreements require payments total� 
$644,039 over 120 days. Io the November 2017, a similar funding arrangement was entered into with a remaining balance due P.fo-��9..J}�.-��-q[S�.������i Per FASB ASC 470-I0-2S, which provides guidance on funds received ftomo-sl!les of future receivables, Ibis transaction has been classified as debt and included in notes payable. The agreements are guaranteed 
by a shareholder of the Company. 

<4>o On August 2014. the Company entered into aSS00,000 unsecured promissory note with a related party. one of its then current
directors. The note had an original maturity date of February 8, 2015. The Company extended the maturity date of the note in 2015o
hnd 2016. ln October 2016, the former director filed a summons and complaint in the State of Minnesota claiming that the Company
breached its obligation under the note. In April 2017, this matter went to trial and the plaintiff was awarded $897,695. As of the dateo
of the judgment, the interest �te on the note changed to I 00/4 under Minnesota Statutes. On May 31, 2017, the Court granted a
Charging Order against the Company and Talon OP L.P. where the Company and Talon OP L.P are required to pay all profits ando
distributions to the plaintiff until lftc full amount of the judgment is paid and satisfied.o

(S)o On October 16, 2017. these notes were satisfied as pan of a judgment against Bren Road L.L.C. in favor of Talon OP and Talon Bren
Road. LLC relating to a net operating inmme guarantee (see Note 8).o

The Company is required to make the following principal payments on our outstanding notes payable for each of the 
succeeding fiscal as follows: 

2018 s 

2019 
2020 

$ 

The Company is required to periodically fund and maintain escrow accounts to make future real estate tax and 
insurance payments, as well as to fund certain capital expenditures. 

On January 27, 2017, Talon First Trust, LLC entered into a Loan Agreement (the "Gamma Loan") with Gamma 
Real Estate Capital LLC (the "Lender"), a Delaware limited liability company, in the principal amount of 
$51,600,000. The loan bears an interest rate equal to the sum of (i) the greater of (x) the Prime Rate as published in 
the Wall Street Journal, and (y) the LIBOR Floor, plus (ii) a margin of9.00% per annum, and has an initial maturity 
date of January 26, 2018 with two 6-month options for the Company to extend upon satisfaction of certain 
conditions. Pursuant to the Gamma L� approximately $5,298,000 bas been deposited into an interest reserve 
account to be applied toward monthly interest payments to the Lender. The Gamma Loan is secured by (i) a 
mortgage on the Company's interest in its building located at 180 East Srh Street, St Paul, Minnesota, (ii) an 
assignment of lease and rents, (iii) 100% of the membership and ownership interests in the Parent, and (iv) other 
collateral specified in the Gamma Loan documents. The Gamma Loan documents contain events of default that are 
customary for loans of this type. The loan proceeds were used to pay-off the existing mortgage on the 180 East 5th 

Street property, redeem the Talon OP preferred units, and fund various escrows and reserves related to the property. 

In addition to a personal guarantee by the Company's Chief Executive Officer, a guarantee was secured from First 
Tracks, LLC (see Note 14). 
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NOTE S - NOTES PAY ABLE (continued) 

On June 21, 2017� Talon Bren Rqad, LLC, entered into a transaction that included a Promissocy Note Secured by a 
Mortgage and Collateral Security Agreement with MCREIF SubREIT LLC, in the principal amount of$15,127,000. 
The Note bears interest at a rate equal to 9 .5% per annum and has an initial maturity date of June 1, 2018. The Note 
is subject to a balloon payment upon maturity in the amount of$15,246,755, which is comprised of the unpaid 
principle balance of$15,127,000 and the unpaid interest only payment of$119,755. The loan is guaranteed 
personally by the Company's Chief Executive Officer. The transaction closed and funds were transferred on June 
23, 2017. In addition, we entered into an unsecured Promissory Note with MCC Capital, in the principal amount of 
$165,000 and agreed to pay the principal balance plus 10% on July 10, 2017. Proceeds from the Promissory Notes 
were used to satisfy the events of default on the 10301 Bren Road property. 

NOTE 6-CONCENTRATIONS 

The Company has three tenants that �t approximately �:1% of the Company's total rentable space as of December 
31, 2017 with base rent representing��% of total base rent revenues for the year ended December 31, 2017. For the 
same period in 2016, three tenants rented approximately 34%-ofthe total rentable space as of December 31, 2016 
with base rent representing 62% of total base rent revenues for the year ended December 31, 2016. The largest 
tenant rents approximately�_§% of the rentable space and represents��% ofot�� base rent revenues for the year 
ended December 31, 2017. The Company had two parties who accounted for�t/o of the total outstanding rents and 
other receivables balance as of December 31, 2017 and the same two parties accounted for 83% of the total 
outstanding rents and other receivables balance as of December 31, 2016. 

NOTE 7 - RESTRICTED ESCROWS AND RESERVES 

According to the terms of the Company's notes payable agreements (Note 5), the Company is required to make 
monthly and quarterly deposits to various .escrow and reserve accounts for the payment of real estate taxes, tenant 
improvements and leasing commissions. The balances in these restricted escrows and reserve accounts are as 
follows: 

December 31, December 31, 
2017 2016 

Real estate tax escrow $ 342,271 $ 306,487 
Replacement reserve escrow 110,849 
Property insurance escrow 27,504 92,285 
Interest reserve escrow 841,692 
General escrow 79,420 94,109 
T�rumt improvements & leasing cost escrow _____ 2 __ .9_s_o,_19_7 _____ 2_;J_91_,s_o_2 

$ 4,211,os4 _s _____ J_.0_0_1.2 .... J_2o
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NOTE 8 - COMMITMENTS AND CONTINGENCIES 

On June 7, 2013, Talon RE entered into a contribution agreement with the remaining interest holder of 51-30 LLC 
pursuant to which it will acquire the remaining 51% interest in 5130 LLC in exchange for 2,820,810 shares of our 
common stock, subject to receiving consent to the transfer from 5130 LLC's lender. 

The Company entered into a property lease agreement rela� to rental of office space. This non-cancellable lease 
has a remaining term ofe30 months. The Company incurred $91,106 and $89,984 of rent expense for the years ended 
December 31, 2017 and 2016, respectively. The lease is subject to periodic adjustments for operating expenses. The 
future net minimum rental payments for this lease are as follows: 

Years ending December 31, 
2018 $ 84,664 
2019 89,187 
2020 45 876 

7

$ 219,727 

On May 31, 2017, the Court granted a Charging Order against the Company and Talon OP L.P. where the Company 
and Talon OP L.P are required to pay all profits and distributions to a fonner director until the full amount of an 
$897,695 judgment related to a 2014 promissory note is paid and satisfied. 

Legal Proceedings 

The Company is sometimes involved in lawsuits and other legal proceedings arising in the normal course of 
business. Currently the Company is a party to various legal proceedings. We accrue a liability for litigation if an 
unfavorable outcome is probable and the amount of loss can be reasonably estimated. If an unfavorable outcome is 
probable and a reasonable estimate of the loss is a range, we accrue the best estimate within the range; however, if 
no amount within the range is a better estimate than any other amount, the minimum with.in the range is accrued 
Legal fees related to litigation are expensed as incurred. Other than as described below, we do not believe that the 
ultimate outcome of these matters, either individually or in the aggregate, could have a material adverse effect on 
our financial position or overall trends in results of operations; however, litigation is subject to inherent 
uncertainties. 

The Company filed a complaint in the State of Minnesota on June 10, 2016 to enforce the NOI Payment Agreement 
and other documents issued in conjunction with the Contribution Agreement entered into on May 29, 2014 with 
Bren Road, L.L.C. On March 27, 2017 our complaint in the amount of $771,408 went to trial in Hennepin County 
District Court. On July 21, 20 I 7, a judgment was ordered in favor of Talon Bren Road, LLC and Talon O.P LP in 
the amount of $594, 176. On October 16, 2017, the �ompany took action to implement the judgment resulting in the 
satisfaction of the HV AC and Roof Loans owing to Bren Road L.L.C. (see Note 5), foreclosure of the 5,200,000 
Operating Partnership units issued to Bren Road LL.C. at fair value and recognition of other income related to the 
NOi guarantee that had not been recognized pending outcome of the litigation. After those actions, the remaining 
amount owed by Bren Road L.L.C. undertheejudgmen� is $101,115 which bas been fully reserved for as December 
31,2017. 

I�ij' 

IQ!!le_r.:�e�Ji�1j 
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December 30, 2017. 

The following table sets forth a summary of restricted stock: 

Namberor W eigbted-average 
Restricted GnntDate 

Total Restricted Stock Shares Fair Value 
Granted and not vested, January 1, 2016 
Granted 

306,967 $ 
900,000 

1.17 
0.99 
1.00 

TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE9-RESTRICTEDSTOCK 

The Company has granted restricted stock to employees under ah approved employee equity incentive plan and to 
directors under a director compensation plan. The 2013 Equity Incentive Plan dated June 7, 2013 (the "Plan"} allows 
up to 1,500,000 shares to be issued and granted to employees, non-employee directors and consultants. Authorized 
shares automatically increase on January 1 of each year by three percent of the outstanding shares of common stock 
as of December 31 of the immediately preceding year. Employee awards granted are subject �o various vesting 
periods from immediate to 60 months. Vesting provisions have included monthly vesting and various forms of cliff 
vesting. 

The Non-Employee Director Compensation Plan allows shares of restricted common stock to be granted to board 
members and is included under the Plan. Director awards granted have included various vesting periods from 
immediate to 19 months. Vesting provisions are generally cliff vesting at various dates specified in the awards. 

As of December 31, 2017, the Company had granted 1,093,759 shares to employees and480,000 shares to 
Directors, net of forfeitures, under the Plan. Of the employee shares granted, 200,000 remain unvested as of 

Vested (385,268) 
Forfeited or rescinded 
Granted and not vested, December 31, 2016 

____ (._46 .... 1..._,6 __ 99_..) ________ 1_.1_0 
360.000 �s _____ o ___ .9_8 

Granted 
Vested (160,000) 
Forfeited or rescinded 
Granted and not vested, December 31, 2017 200.000 ___ s _____ o_.9_8 

Total unrecognized compensation expense related to the outstanding restricted stock as of December 31, 2017 and 
2016 was $187,834 and $318,000, respectively, which is expected to be recognized over a weighted average period 
of 23 months. The Company recognized $133,959 and $411,107 of stock-based compensation expense for the years 
ended December 3 J , 2017 and 2016, respectively, that is included in salary and compensation in the consolidated 
statements of operations. The Company used 0% for both the discount factor and forfeiture rate for determining the 
fair value of restricted stock. The Company has limited history to detennine forfeiture trends and the Company 
considers the discount rate to be immaterial. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 9 -RESTRICTED STOCK (continued) 

Numberof 
Restricted 

2013 Equity Incentive Plan Restricted Stock Shares 

Autborized but not.granted or issued. January 1. 2016 1.312,331 
Authorized increase in Plan shares S�521 
Granted (900,000) 
Forfeited 461,699 
Authorized but not granted or issued, December 31, 2016 1,376,551 
Authorized increase iii Plan shares 514,079 
Granted 
Forfeited 
Authorized but not granted or Issued, December 31, 2017 1,890,630 

NOTE IO-INCOME TAXES 

Deferred income tax assets and liabilities are determined based _upon differences between the financial reporting and 
tax basis of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect when 
the differences are expected to reverse. The Company does not expect to pay any federal or state income tax for 
2017 because it projects losses to exceed operating income in 2017. Accounting standards require the consideration 
of a valuation allowance for deferred tax assets if it is "more likely than not'' that some component or all of the 
benefits of deferred tax assets will not be realized. Realiz.ation of deferred tax assets is dependent upon the 
generation of sufficient future taxable income. Management has determined that sufficient uncertainty exists 
re,_g�AiI}g_ �lizability of its net deferred tax assets and has provided a full valuation allowance of approximately 
${?,��g,9.9.g. and $2,552,000 against the net deferred tax assets as of December� 1

1 .�QJ} and 2016, respectively. The 
net change in the total valuation allowance was an increase of approximately $864

2
000 and $864,000 for the Years 

Ended December 31, 2017 and 2016, respectively. Based on these requirements no provision or benefit for income 
taxes has been recorded for deferred taxes. There were no unrecognized tax benefits at the end of the reporting 
period 

The Company calculated its estimated annualized effective tax expense rate at 00/4 for December 31, 2017. The 
Company had no income tax expense based on its pre-tax loss for the years ended December 31, 2017 and 2016. 

Deferred tax assets (liabilities) consist of the following components as of: 

December 31, December 31, 
2017 2016 

Deferred tax assets: 
Loss cany forwards $ . �ss�;(loQ[ $ 2,552,000 
Valuation allowance-for deferred tax assets l;ss2.ooox ___ c...,.2. ..... ss __ 2._oo __ o_) 

Net deferred tax assets $ -
_s ______ _ 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE IO-INCOME TAXES (continued) 

The statutory income tax rate reconciliation for continuing operations to the effective rate is as follows: 

2017 2016 
StatutoJY U.S. income tax rate 34.00% 

6.47 State taxes, net of federal tax effect __ J,.47/U-MsJ (17.08) 
(23.39) 

----

-% 

Change in valuation allowance 
Other, including permanent differences r23.39> 
Effective income tax benefit rate 

AtP.�P.���er 31, 2017, the Company bad net operating loss canyforwards for federal purposes of S.§.J07a@.O, and 
S:§;�()�,99g for state income tax purposes that are available to offset future taxable income and begin to expire in the 
year 2029. At December 31, 2016, the Company had net operating loss carryforwards for federal purposes of 
$6,307,000 and $6,303,000 for state income tax pwposes that are available to offset future taxable income and begin 
to expire in the year 2029. 

The future utiliz.ation of federal net operating loss carryfotwards is subject to certain limitations under Section 382 
of the Internal Revenue Code. This section generally relates to a 50 percent change in ownership of a company over 
a three-year period. The issuance of additional shares could result in an "ownership change" under Section 382. 
Therefore, the ability to apply our net operating losses in the future may become limited 

NOTE 11-INTANGIBLE ASSETS AND LIAB�ITIES 

The Company's identified intangible assets and liabilities at December 31, 2017 and December 31 , 2016 were as 
follows: 

December 31, 
2017 

December 31, 
2016 

ldentifled intangible assets: 
In-place leases 
Above-market leases 

Accumulated amortization 
Net canying amount 

$ 10,078,055 
1,832,939 

(10,167,566) 
$ 1.743.428 

$ 10,078,055 
1,832,939 

(6,445
2
391} 

$ 5,465z603 

December 31, 
2017 

December 31, 
2016 

Identified intangible liablUties: 
Below-market leases 

Accumulated amortization 
Net canying amount 

507,746 
(470,957) 

$ 36,789 

507,746 
ps1

1
1os2 

$ 150,638 

The effect of amortization of acquired intangible assets and li abilities was $3,608,326 and $2,276,542 for the years 
ended December 31, 2017 and 2016, respectively. Above-market leases, included in intangible assets, are amortized 
as a reduction of rent revenue and totaled $746� and $299,518 for the years ended December 31, 2017 and 2016, 
respectively. Amortization of below-market leases as an addition to rent revenue was $113,849 and $115,590 for the 
years ended December 31 ,2017 and 2016,respectively. Amortization of in-place l eases was $2,975,614 and 
$1$77,024 the year ended December 31, 2017 and 2016, respectively. In-place leases, and above and below-market 
leases had a weighted average amortization period of 4.5 years in the year acquired. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 11 - INTANGIBLE ASSETS AND LI�BILITIES (continued) 

Above-market and in-place lease intangible amortization was significantly impacted by the departure of a major 
tenant from the 801 East 5th Street property in St. Paul. The tenant filed for Chapter 11 bankruptcy in March 2017 
and ultimately renounced its lease effective September 30, 2017. Above-market lease intangible amorti7.ation 
increased by $500,102 and in-place·lease intangi"ble amortization increased by $1,134,029 reflecting the write-off of 
unamortized intangible assets related to this tenant. These two amounts are reflected as a reduction to rent revenue 
and increase to depreciation and amortization, respectively, in the consolidated statement of operations for the year 
ended December 31, 2017. 

The estimated annual amorti7.ation of acquired intangible cWets and liabilities for each of the five succeeding fiscal 
years is as follows: 

Years ending December 31, 
Assets Liabilities 

2018 $ !1�654,92 t; $ .36,789 

2019 

2020 
�,i?-5�1�.8. 

3880211 

$ 1
2
743

2
428 $ 36

1
789 

NOTE U -HEDGING ACTIVITIES 

The Company may use derivative instruments as part of its interest rate risk management strategy to minimize 
significant unanticipated earnings fluctuations that may arise from variable interest rates associated with existing 
borrowings. On July 2, 2014, the Company entered into an interest rate cap contract for the notional amount of 
$33,000,000 with a strike rate of 2 .5% on one month LIBOR as a hedge for a floating rate debt entered into on that 
date. The interest rate cap expired on July 5, 2016. The interest rat.e cap was issued at approximate market terms and 
thus no fair value adjustment was recorded at inception and the rate cap had no value as of December 31, 2015. The 
Company did not elect hedge accounting treatment for the rate cap and as such, changes in fair value are recorded 
directly to earnings. 

NOTE 13- MANDATORILY REDEEMABLE PREFERRED OPERATING PARTNERSHIP UNITS 

On July 2, 2014, the Company issued 30,000 preferred units, at a price of$ I 00 per unit, totaling $3,000,000. These 
preferred unit holders are entitled to distributions at a rate of 6% per annwn of their liquidation preference amount of 
$100 per unit which are cumulative from the date of issuance and are payable monthly (to the extent there are 
sufficient distributable proceeds). The preferred units have been classified as a liability in the consolidated balance 
sheet as the preferred liquidation preference amount is mandatorily redeemable in specific amounts at specific dates 
in the future. The preferred units were redeemed on January 27, 2017. 

NOTE 14-RELATED PARTY TRANSACTIONS 

In October 2016, the Company entered into a loan guaranty agreement with one of our shareholders, First Tracks 
LLC, to guaranty additional debt financing on behalf of the Company. Total fees of approximately $70,000 were 
paid by the Company to First Tracks during 2016 pursuant to this agreement 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 14-RELATE� PARTY TRANSACTIONS (continued) 

First Tracks, LLC also provided a guarantee on the issuance of debt secured by the property owned by Talon Bren 
Road, LLC. Fees ofS55,000 was paid to First Tracks, LLC on January 5, 2017 for this guarantee. 

The Gamma Loan (see Note 5) entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As 
consideration for the guarantee, Talon Real Estate Holding Company will issue First Tracks LLC 2,500,000 shares 
of its common stock on Janwuy 27, 2017 and was paid a fee of$750,000. 

In connection with the merchant agreement financings in November 2017, First Tracks, LLC provided a guarantee 
of the amounts due and received a fee of $95,000. 

NOTE IS-SUBSEQUENT EVENTS 

,e
The Company has evaluated subsequent events for items that require recognition or disclosure in the Companyes 
financial statements through the date these fmancial statements were issued. In addition to those items disclosed in 
Notes Sand 8, the following matters constitute material subsequent events through the date of this filing. 

tmIYbased_ in issuance date�} 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 20 l 7 and 2016 

NOTE 16 - GOING CONCERN 

These financial statements have been prepared on the going concern basis, which assumes that the Company will 
continue in operational existence for the foreseeable future. The Company has incurred significant losses. The 
Company incurred a net loss for the year ended December 31, 2017 of$16,738,089 (2016: $8,270,938), and as of 
December 31, 2017 bad a total shareholders• deficit of $25,278,006(2016: $8,605,625). 

Our short-term liquidity requirements consist primarily of funds needed to pay for operating expenses and other 
expenditures directly associated with our properties, pay off maturing debt, and to pursue our strategy of near-tenn 
growth through acquisition of properties as well as general and administrative expenses operating as a public 
company. 

We currently do not have available cash and cash flows from current operations to provide us with adequate 
liquidity for the foreseeable future. Our current liabilities exceed our unrestricted cash and we have vezy limited 
cash flow from CU1Tent operations. As of December 31, 2017, we had unrestricted cash of $73,423 and current 
liabilities including tenant improvement allowances, maturing mortgage debt, unsecured debt, accounts payable and 
accrued expenses substantially in excess of the available cash. We therefore will require additional capital and/or 
increased cash flow from future operations to fund our ongoing business. 

On April 8, 2017, the Company had a balloon payment ofS4.3 million due on the mortgage of its properties held by 
5130 LLC. The Company expects to refinance this obligation but as of the date of this report has been unable to do 
so. Failure to refinance this obligation would further impact our liquidity, and would allow the lender to exercise its 
rights under the loan agreement, including acceleration of the mortgage note and initiation of a foreclosure 
proceeding. 

In the future, we may use a number of different sources ·to finance our liquidity needs, including cash flows from 
operations, issuance of debt securities or equity securities (which might be common or preferred stock), private 
financing (such as additional bank credit facilities, which may or may not be secured by our assets), asset sales, 
seller financing, property-level mortgage debt, or any combination of these sources, to the extent available to us, or 
other sources that may become available from time to time. Any debt that we incur may be recourse or non-recourse 
and may be secured or unsecured. We may incur substantial costs in pursuing future capital financing, including 
investment banking fees, legal fees, accounting fees, and other costs. Although we have successfully raised equity 
capital in the past, we cannot be assured that we will be able to continue to be successful in raising capital through 
issuance of securities. Our ability to obtain needed financing may be impaired by such factors as the capital markets, 
our status as a new enterprise without significant assets or demonstrated operating history, and/or the loss of key 
management There is no guarantee that we will be able to raise any required additional capital or generate sufficient 
cash flow from our current and proposed operations to fund our ongoing business. 

If adequate funds are not available on terms that are acceptable when required by the Company, the Company may 
be required to significantly reduce or refocus its operations, which could have a material adverse effect on its 
business, financial condition and results of operations, which could result in insolvency. In addition, the Company 
may have to delay, reduce the scope or eliminate some of our business development activities, which could reduce 
our revenue growth potential, if such adequate funds are not available. In addition, we have determined that our 
internal controls over financial reporting are ineffective and we likely do not have adequate processes and will need 
to change or implement new processes and controls. The Company therefore needs to raise additional capital or 
incur indebtedness to continue to fimd its future operations, which may come from one or a number of public or 
private sources. 

Although we plan to aggressively pursue acquisitions to grow our business there is no assurance that we will be able 
to acquire additional properties in the future or obtain the necessmy financing to acquire such properties. 
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TALON REAL ESTATE HOLDING CORP. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
As of and for the Years Ended December 31, 2017 and 2016 

NOTE 1S- GOING CONCERN (continued) 

Since our available cash and cash flows ftom current operations do not provide us with adequate cash to satisfy 
current liabilities and do not provide us with adequate liquidity for the foreseeable future, we anticipate that we will 
undertake future debt or equity financing in 2018 or liquidate one or more of our property holdings. 

If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less than the 
value at which those assets are carried on our consolidated financial statements, and it is likely that investors will 
lose all or a part of their investment The financial statements do not contain any adjustments that might result from 
the outcome of this uncertainty. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

��Q�!J 

Item 9A. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

We evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of 
December 31, 2017, the end of the period covered by this Annual Report on Form 10-K. This evaluation was done 
under the supervision and with the participation of management, including our Chief Executive Officer ("CEO") and 
Chief Financial Officer ("CFO"). Disclosure controls and procedures means controls and other procedures that are 
designed to provide reasonable assurance that infonnation required to be disclosed in the reports that we file or 
submit under the Securities and Exchange Act of 1934, as amended (the "Exchange Act"), such as this Annual 
Report on Form 10-K, is recorded, processed, summarized and reported within the time periods specified in the rules 
and fo1ms of the Securities and Exchange Commission ("SEC"). Disclosure controls and procedures include, 
without limitation, controls and procedures designed such that info:nnation is accumulated and communicated to our 
management, including our CEO and CFO, as appropriate to allow timely decisions regarding required disclosure. 

As a result of such evaluation and this conclusion, our CEO and CFO also have concluded that our 
disclosure controls and procedures were not effective as of December 31, 2017 in ensuring that (I) information 
required to be disclosed in our reports filed under the Securities Exchange Act was recorded, processed, summarized 
and reported within the time periods prescribed by SEC rules and regulations, and (2) such information was 
accumulated and communicated to our management to allow timely decisions regarding required disclosure. 

Management's Annual Report on Internal Control Over Financial Reporting 

Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting. Internal control over financial reporting is defined in Rules l 3a-l 5(f) and l 5d-15(t) under the Exchange 
Act as a process designed by, or under the supervision of, our principal executive and principal financial officer and 
effected by our board of directors, management and other personnel, to provide reasonable assurance regarding the 
reliability offmancial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles and includes those policies and procedures that 

•o pertain to the maintenance of records that in reasonable detail accurately and fairly reflect theo
transactions and dispositions of our assets;o

•o provide reasonable assurance that transactions are recorded as necessary to permit preparation ofo
financial statements in accordance with generally accepted accounting principles, and that our receiptso
and expenditures are being made only in accordance with authorizations of our management ando
directors; ando

•o provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, useo
or disposition of our assets that could have a material effect on our financial statements.o

Under the supervision and with the participation of management, including our principal executive and 
financial officers, we assessed the effectiveness of our internal control over financial reporting as of December 31, 
2017, based on criteria set forth by the Committee of Sponsoring Organiz.ations of the Treadway Commission 
(COSO) in Internal Control-Integrated Framework (2013). 

Based on this assessment, management identified material weaknesses in our internal control over financial 
reporting, as described below. As a result of these material weaknesses, management concluded that, as of 
December 31, 2017, our internal control over financial reporting was not effective based on the Framework. 

A material weakness is a deficiency, or combination of deficiencies, .in internal control over financial 
reporting, such that there is a reasonable possibility that a material misstatement of the annual or interim financial 
statements will not be prevented or detected on a timely basis. 
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The following control deficiencies were identified and were detennined to be material weaknesses in our 
internal control over financial reporting as of December 31, 20 I 7: 

1.o Internal Control Environmento
2.o Period end Financial Reporting Processo

The material weaknesses occurred as a result of a significant turnover in the Company's accounting 
personnel in the latter part of the year, which, despite having established policies and procedures, the company 
lacked adequate controls regarding training in in the internal control environment In addition, we did not maintain a 
sufficient complement of personnel with the appropriate accOlm.ting knowledge, experience and training, 
commensurate with our financial reporting requirements in order to execute a timely close, which resulted in 
incomplete disclosures, unreconciled accounts, incomplete accounting for certain events and transactions and 
inaccurate conclusions. This resulted in misstatements that were corrected by the Company prior to the issuance of 
the annual consolidated fmancial statements, and for which a reasonable possibility existed that a material 
misstatement in the Company's consolidated fmancial statements �ould not be prevented or detected on a timely 
basis. 

Management also identified multiple significant deficiencies in its review. These could also lead to 
potential misstatements in our financial statements or prevent the Company from timely completing its fmancial 
statement preparation 

Management Remediation Plan 

Due to the material weaknesses reported as of December 31, 2017, management performed additional 
analysis and procedures to ensure that our consolidated fmancial statements and schedules included ·in this Annual 
Report were presented fairly in conformity with generally accepted accounting principles and fairly present in all 
material respects our financial position, results of operations and cash flows for the periods presented. 

Management wiU implement changes to our internal control over financial reporting to remediate the 
control deficiencies that gave rise to the material weaknesses. We are undertaking the following remediation plans 
and actions: 

•o Develop and deliver Internal Controls ("COSO") training to Executives and finance/accounting resc;,urces.o
The training will include a review of management's and individual roles and responsibilities related too
internal controls;o

•o hire accounting personnel with the appropriate level of knowledge to properly record transactions in theo
general ledger and prepare financial statements in accordance with generally accepted accountingo
principles; ando

•o augment our existing staff with external consultants with the requisite knowledge and expertise too
supplement our accounting staff to ensure that transactions are recorded in accordance with generallyo
accepted accounting principles and that are disclosures are accurate and complete; ando

•o provide increased board level oversight to ensure established policies and procedures are adhered to.o

Because of its inherent limitations, internal control over financial reporting may not prevent or detecto
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, OT that the degree of compliance with the 
policies OT procedures may deteriorate. 
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This annual report does not include an attestation report of the Company's independent registered public 
accounting firm regarding internal control over financial reporting. Management's report was not subject to 
attestation by the company's independent registered public accounting firm pursuant to rules of the Securities and 
Exchange Commission that permit the company, as a smaller reporting company, to provide only management's 
report in its annual report. 

Changes in Internal Control over Financial Reporting 

There were the following changes in the Company's internal control over fmancial reporting that occurred 
during the three months ended December 31, 2017 which have the potential to have materially affected, or is 
reasonably likely to have materially affect, the Company's internaJ control over financial reporting. 

Item 9B. Other Information 

None. 
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PARTIH 

Item 10. Directors, Execotive Officers and C�rporate Governance 

The infonnation required by this item with respect to executive officers is contained in Item l of this 
Annual Report on Fann 10-K under the heading "Executive Officers/' 

Directors 

The following table sets forth certain information regarding each of our directors: 

Director 

Name Position Since 
MG Kaminski Chief Executive Officer and Chainnan of the Board of Directors June 2013 
MarcP. Agar Director Sept2016 
Kristian G. Wyrobek Director Sept2016 

Our board of directors has established an audit committee, a compensation committee and a governance 
and nominating committee. Mr. Agar and Mr. Wyrobek are the sole members of each of our committees. 

MarcP.Agar 

Mr. Agar is the founder and CEO of CA Communications, Inc., a nationally .recognized partner telecom 
since 2002. From I 997 to 2002, Mr. Agar was a regional GMNice President of sales and operations for the McLeod 
ms Group. Mr. Agar has also consulted with senior level executives for a variety of companies ranging in size from 
S20 million to S6 billion in revenue. 

Kristian G. Wyrobek 

Mr. Wyrobek is the owner and CEO of 7-SIGMA Inc., a successful Manufacturer Headquartered in 
Minneapolis since 1973. Mr. Wyrobek has a MBA from St Thomas University. Over the past 4o+ years he has led 
?-SIGMA to be a leader in High Value Polymer Products with shipment to customers worldwide. Mr. Wyrobek 
installed significant process controls including ISO 9000 and 14001 standards. Mr. Wyrobek also owns and manages 
real estate mainly for his own manufacturing needs. 
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Audit Committee of our Board of Directors 

Mr. Agar and Mr. Wyrobek comprise our audit committee, and Mr. Agar currently serves as chair. The 
purpose of our audit committee is to oversee the accounting and financial reporting processes of our company and 
the audits of the financial statements of our company. Our audit committee's function is one of oversight and, in that 
regard, our aucUt committee meets with our management and our independent registered public accounting firm to 
review and discuss our financial reporting and our controls regarding accounting and risk of material loss. 

Director Independence and Audit Committee Financial Expert 

All of our directors, except for MG Kaminski are "independent" as that tenn is defined in Rule 5605(a) of 
the NASDAQ Stock Market Marketplace Rules, which is the standard for independence we have chosen for 
purposes of the disclosure required in this report by SEC rules (even though our common stock is not listed on the 
NASDAQ Stock Market) and as that term is defined by Section 301 of the Sarbanes-Oxley Act of 2002. Our board 
of directors bas determined that Mr. Agar, the chair of our audit committee, is an "audit committee financial expert" 
as defined by SEC regulations. 

Code of Ethics 

We have adopted a code of business conduct applicable to our directors, officers (including our principal 
executive officer and principal financial officer) and employees. The Code of Business Conduct is available on our 
website at www.talonreit.com under the Corporate Governance section. We plan to post on our website at the 
address described above any future amendments or waivers of our Code of Conduct. 

Section 16(a) Beneficial Ownership Reporting Compliance 

--- -· _ -- --�on. l6(a):of tiie�ecuritles:Exch.mge Act of-193�.-aiid the reg�ons promulgatec(th�e-under req� 
�rs and certain office.rs and persons wflo own �ore than ten .percent. o_f ourcoJM.lon �k ta file: re�rts o(. _ 
�ir ownership ofQtir common stock and changes in their·owne.rjhjp with the· SEC. To:our knowledge, all l'epO� 
��ed to� tiled under Section 16(a) 'of the Securities and Exchange Act of ,1934 wei'e fil� on _a timely basi 
� 2016, except: (a) Nei1'�rown, a former director, failed�� tim,;ely_tile·1;1 Form·4r.epor:tip�:the. ve�g Qt .ee,000. shares of restricted· �c;>ID.B,1911: stcx;k,-(b)•Curtis-;�, a foQnef dire,ctor, faUed ;t9 time.Iy '.file a �onn �--

.e�i:tmg tl.ie v�geof IQ0,00� sh�S ofre��ted-�o�on stoc� (�);EunSt<>well, ourfomier::��efFinan��e: _e _e
r.:-.:er, �led tQ tmie_ly.Jil� a Form 4 reportq·the·vesting of 1 OQ,000 shw'es of:restrictt,4 commo11 stoc� 8:fiCHdJ.e
�v.uu" Agatarid Krlsti�-Wyrobek, two of.�u.r.-���. _fajlectto fµelol'!Jl �-s �qrting r:b.:�D.'. w.tjal �efici� 
�\!!.�_Qf��-���y•s.�c��J 

Item 11. Executive Compensation 

This section contains a discussion of the material elements of the compensation program covering our chief 
executive officer and chief financial officer named in the Summary Compensation Table elsewhere in this report, 
who are referred to in this report as the named executives. 

Executive Compensation Objectives 

The goal of our executive compensation program is to attract and retain motivated individuals who will 
lead our company to achieve long-term success and growth in shareholder value. In pursuit of this goa� we shall 
seek executive compensation commensurate with the level of job responsibility, individual performance and 
company performance and to align the interest of the named executives with those of our shareholders. We seek to 
motivate current and long-term perfonnance through cash and equity incentive awards and to remain competitive 
with the compensation of other leading employers who compete with us for talent. 
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Compensation Committee Process 

Our compensation committee consists of our independent directors, Mr. Agar and Mr. Wyrobek, who meet 
periodically to review compensation for each executive officer. The chairman of the committee is Mr. Wyrobek. The 
committee members consider all elements of compensation and utilize their experience and judgment in determining 
the total compensation elements appropriate for each executive consistent with our compensation objectives. The 
compensation committee has detennined that our compensation programs do not create inappropriate or excessive 
risk that is likely to have a material adverse effect on the company. 

Our compensation committee consults with our management, and our chief executive officer makes 
recommendations to the committee regarding compensation of our executive officers. Our chief executive officer 
participates in the compensation committee's deliberations regarding compensation for executive officers other than 
our chief executive officer, although all determinations are made by the committee. The compensation committee's 
charter provides that our chief executive officer may not be present during the committee's voting or deliberations 
regarding the chief executive officer's compensati� and he does not participate in such voting or deliberations. 

Determining Executive Compensation for 2017 

Our executive compensation program for 2017 consisted of three main elements: 

•o Base salaryo
•o Equity awardso
•o Other benefitso

We have a long-term equity incentive·program that we have used in the past to encourage the creation of 
long-term value for our shareholders, retain our key executives and build equity ownership among participants in the 
program. We believe stock grants can align the interests of the named executives with those of our shareholders and 
enhance retention of key executives and provide value only if the employee remains with our company until his or 
her stock grants vest. 

Elements of Executive Officer Compensation for 2017 

Base Salary 

Base salary is a set amount of cash compensation that is not variable in nature. Base salaries for the 
executive officers are reviewed annually by the compensation committee, but are not automatically increased if the 
committee believes that the executive's total compensation opportunity from all elements of compensation is 
appropriate in light of our compensation objectives. Adjustments are based on each executive officer's performance 
for the prior year; his or her experience, expertise and position within om company; overall company perfonnance; 
and compensation levels for comparable positions at other companies in the real estate industry with whom our 
company competes, as reported in external compensation sow-ces. Although the compensation committee may use 
comparative data as a tool to assess reasonableness and competitiveness of base salaries, the members of the 
committee exercised their subjective judgment in view of our compensation objectives. 

,-··: ·:. � )�� a�e&iie�:base�sai�e:s:���f;y,·tiie��e�(e�����ve$_.,fu]�sca1·2�ii-are:_�·,rfu�e �•#�fuJt _ -;,·, ��!;,�g)ia.�l�.:.P.:�!��;_Qµt CQ�p,n.S@..9.11:co����-�9::not approy�·-�t.m�t��:P1'.-�-��� fot ���UJ:iv�o
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Equity Awards 

Equity incentive award compensation is a key component of our company's executive compensation 
strategy. The 2013 Equicy Incentive Plan (the ''2013 Plan") allows us to grant stock options, stock appreciation 
rights (or SARs), restricted stock, stock units, other stock�based awards and cash incentive awards. F.ach award will 
be evidenced by an agreement with the award recipient setting forth the teID1s and conditions of the award, except 
for awards that involve only the immediate issuance of unrestricted shares of our common stock. Awards under the 
2013 Plan have a maximum term often years from the date of grant The compensation committee may provide that 
the vesting or payment of any award will be subject to the attainment of specified performance measures in addition 
to the satisfaction of any continued service requirements, and the compensation committee will determine whether 
such measures have been achieved. The compensation committee may generally amend the terms of any award 
previously granted, except that no stock option or SAR may be amended to decrease its exercise price or in any 
other way be "repriced" without the approval of our shareholders, and no award may be amended in a way that 
materially impairs the rights of a participant without the participant's consent (unless the amendment is necessary to 
comply with applicable law or stock exchange rules or any compensation recovery policy adopted by our board of 
directors or the compensation committee). Under the 2013 Plan, our compensation committee may structure any 
"full value award" (an award other than an option, SAR or cash incentive award) or any cash incentive award in a 
manner designed to .qualify the award as performance-based compensation that is not subject to the $1,000,000 
limitation on the federal income tax deductibility of compensation paid to any covered executive officer that is 
imposed by Section 162(m) of the Code. 

In 2016, we granted our Chief Financial Officer, Mr. Gruebele, 50,000 shares of common stock upon 
joining our company, as well as 300,000 shares of restricted common stock that vest as to one-third of the shares on 
each of the first three anniversaries of the date of grant We made this grant to induce Mr. Gruebele to join our 
company, as well as to align his personal fmancia) interests with those of our shareholders. 

Other Benefits 

The compensation committee believes that we must offer a competitive benefits program to attract and 
retain our executive officers. During 2017, we provided medical and other benefits to our executive officers that are 
generally available to our other employees. 

Other Agreements and Policies 

Employment Agreements 

MG Kaminski 

We are party to an employment agreement with MG Kaminski, our Chief Executive Officer. The initial 
term of the agreement is for three years beginning on June 7, 2013, and the agreement will automatically renew for 
additional one-year terms unless teID1inated by us or Mr. Kaminski by providing at least 90 days _written notice of 
termination prior to the end of the then-current term. Pursuant to the agreement his base. salary will be determined � 
��J,�-� 9f�C?� <>r. .. �� CQ�Pe.ns�tj�n committee and reviewed annually. ��: �&:ni1"�!!-���� �ual_I?_�� 
�� C?.f��,6§Q.f�r_��1A2-9l����9-�7. Mr. Kaminski is eligible to receive bonus compensation in the fonn·of 
cash and stock in the discretion of our board of directors or the compensation committee if he meets or exceeds 
performance goals mutually agreed upon by him and us. Such ���� ��p��1:!��.�Jn-�-�-d.e��� �Y .. 9J!f .. �-�dc

�� J:>a.s,s._ N9:�onus compensation WllS •paid:to -Mr.· K.amins!g i>.f.���--�r._��-c.'?..�P����, CQlllg!i�-��- �J.l .8-1! ... 
µqOl 7. _As of the �te of this ieport,_ we have riot agreed:Pn any.perfonnance_g_oals: for 20.lhvith Mr. ]µmfuski� 

Mr. Kaminski's employment agreement requires he not disclose our confidential infonnation during the 
term of the agreement or thereafter. He also is prohibited from competing with us or soliciting any of our employees 
during the tenn of his employment with us and for a period of one year following termination of his employment· 
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Equity Award Approval Policy 

Our board of directors has adopted a policy regarding the approval of equity awards under the 2013 Plan. 
Equity awards are generally determined annually by a meeting of the compensation committee. 

Tax Deductibility of Compensation 

Section 162(m) of the Internal Revenue Code imposes a St million limit on the amount that a public 
company may deduct for compensation paid to the company's chief executive officer or its other four most highly 
paid executive officers. This limitation does not apply to compensation that meets the requirements under Section 
162(m) for "qualifying perfoimance-based" compensation (i.e., compensation paid only if the individual's 
perfo1111ance meets pre-established objective goals based on performance criteria approved by shareholders). We 
believe that all executive compensation in 2015 is deductible under current federal income tax laws. We believe 
there may be circumstances in which our interests are best served by maintaining flexioility in the way 
compensation is provided, whether or not compensation is fully deductible under Section 162(m). We also believe 
that the amount of any loss of a tax deduction under Section 162(m) will be insignificant to our company's overall 
tax position. 
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Summary Compensation Table 

The following table shows, for our named executives, infonnation concerning compensation earned for 
services in all capacities during fiscal years 2017 and 2016. 

Other 
Salary Stock Awards Compensation Total 

{Sl ,s1 fll {Sl(ll �Sl 
MG Kaminski, Chief Executive Officer 2017 ���@ j-;::! ��&QQ �t� 

2016 23,660 12,000 iM..60 
Keith Gruebele(3) 2017 go·ood �-- ·-· �-MQQ P.o �t@ 

2016 20,000 48,000 68,000 

Eun Stowell, ChiefFioancial Officer(4) 2016 127,499 6,731 134,231 

(I) Values expressed represent the actual compensation cost recognized by our company dilling the years presented for
stock awards granted and utilizing the assumptions discussed in Note 9 to our company's financial statements for 2017.o

(2)o Consists of the amounts paid for insurance and other employee benefits for the benefit of the named executives.o
(3)o Mr. Gruebele was appointed ChiefFinancial Officer on November l, 2016o
(4)o Ms. Stowell resigned as our ChiefFinanc�al Officer on August 18, 2016o

Grants of Plan-Based Awards 

350,000 of awards were granted under the 2013 Plan to the named executive officers during 2016. 

Outstanding Equity Awards at Fiscal Year-End 

The following table sets forth certain information concerning outstanding awards granted under the 2013 
Plan to the named executive officers as of December 31, 2017. 

Number of Shares Market Value of 
of Stock That Have Shares of Stock That 

Name Not Vested Have Not Vested 
Keith Gruebele · 200,000 $1,080 

(1)o Market value of shares detennined using the price oflimited shares traded on December 8, 2017. The stock has not
been traded on the Over the Co\Ulter Bulletin Board since that date through December 31, 2017.o

Potential Payments Upon Termination or Change-in-Control 

Employment Agreement Provisions 

Change in Control 

Unless otherwise provided in an award agreement, if a change in control, as defined below, occurs that 
involves a sale of all or substantially all of our assets or a merger, consolidation, reorganization or statutmy share 
exchange involving our company, our board of directors or compensation committee are to take one or more of the 
following actions with respect to outstanding awards under the 2013 Plan; 

•o Arrange for the surviving or successor entity to continue, assume or replace some or all of the outstandingo
awards under the 2013 Plan.o

•o Accelerate the vesting and exercisability of outstanding awards prior to and conditioned upon the occurrenceo
of the event and provide that unexercised options and SARs will be terminated at the effective time of theo
evento

•o Cancel any outstanding award in exchange for payment to the holder of the amount of the consideration thato
would have been received in the event for the number of shares subject to the award, less the aggregateo
exercise price (if any) of the award.o

•o Provide that if an award is continued, assumed or replaced in connection with such an event and if within 18o
months after the event a participant experiences an involuntary termination of service other than for cause,o
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the participant's outstanding awards will vest in full, will immediately become fully exercisable and will 
remain exercisable for one year following termination. 

•e . Make adjustments to awards as described below under the caption "Adjustment of Awards.''e

Director Compensation for 2017 

The following table shows information concerning compensation provided to each of our non-employee 
directors for services provided during 2017. 

Stock Awards Fees earned or Total Compeosatioo 
Name (S)<t> paid in cash (S) (5) 
MarcP.Aga,<2> 
Kristian G. WyrobekC2> 

(1)e Valuation for restricted siock awards is based on the compensation cost we recognized dming the year for
financial statement purposes under generally accepted accounting principles for awards granted utilizing the
assumptions noted in Note 9 to our consolidated financial statements for 2017.e

(2)e Mr. Agar and Mr. Wyrobek were named to our Board of Directors effective September 16, 2016e

As of Jtme 7, 2013, we adopted our director compensation plan included in the 2013 Plan. Under the Plan, 
in addition to reimbursing directors for their out-of-pocket expenses in connection with attending meetings of our 
board of directors and board committees, we may grant each non-employee director shares of restricted common 
stock. No shares of restricted common stock have been granted to our current directors in 2017. We provided no 
other compensation to our employee directors for service on our board of directors or committees of the board. 

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

Outstanding Equity Awards 

The following table provides information as of December 31, 2017 for our 2013 Equity Incentive Plan 
under which securities may be issued: 

�Dlllber of shares Weighted-average Nomber of shares 
graoted but not price of stock remaining available 

Plan vested 
$0.98 

grants Cfl for future issuance 
2013 Equity Incentive Plan (approved by shareholders) 200,000 1,890,630 
Equity compensation plans not approved by shareholders 

(I)eThe weighted-average price of stock grants was determined using the price at which our common stock last traded on the
Over the Counter Bu11etin Board prior to the stock awards granted.e

Security Ownership of Principal Shareholders and Management 

............ Tu�-�llowing table sets forth certain information regarding the ownership of our common stock as of 
A�! .;.::_J:�91;8 by each shareholder whom we know to be the beneficial owner of more than 5% of our common 
stock, each g��9.r, .. �.�--�amed executive officer, and all executive officers and directors as a group. At the close of 
business on �P,t .;_, _7.QJJ8, there were 19,880,981 shares of common stock issued and outstanding, each of which 
is entitled to one vote. 
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5.3% 
4.0% 

Unless othezwise indicated, the listed beneficial owner has sole voting power and investment power with 
respect to such shares and the mailing address for each person listed in the table is SSOO Wayzata Blvd, Suite 1070, 
MinneapoJis, Minnesota 55416. 

Name and Address 
ofBeneflcial Owner Number of Shares 

Percentage of 
Outstanding Shares 

Directors and Executive Officers: 
MG Kaminski 
Keith Gruebele 

10,805,000(1) 
150,000 

54.3%(1) 
OJI0/4 

Marc P._Agar 1,050,000 
Kristian Wyrobek 800,000 
All directors and executive officers as a group (4 persons) 64.4% 12,805,000 

Other Beneficial Owners: 
First Trac� LLC 7,775,000(2) 39.1% 
Thomas F. Dougherty 2, 040,()()()(3) 10.3% 

<1>e Includes 2,820,810 shares issuable to The Kaminski Trust in connection with our anticipated acquisition of the remaining 51%
interest in 5130 LLC and 209,190 shares owned by The Kaminski Trust for which MG Kaminski end bis wife, Brenda H.
Kaminski, serve as trustee. Also includes 7,775,000 shares owned by First Tracks, LLC which is whoUy owned by Ms. Kaminski.
Mr. Kaminski may be deemed to have shared voting and investment power over the shares held by the First Tracks, LLC, but
disclaims beneficial ownership of such shares.e

<2> First Tracks, LLC is wholly owned by Brenda H. Kaminski, the wife of MG Kaminski. The address for First Tracks, LLC is 80 
South Eighth Street, Minneapolis, Minnesota, SS402 

(3) Includes 500,000 shares owned by the First Tracks, LLC hrevocable Trust FBO Mikhail Gregory Kaminski, 500,000 shares 
owned by the First Tracks, LLC Irrevocable Trust FBO Kylie Elizabeth Kaminski. :S00,000 shares owned by the First Tracks, 
LLC Irrevocable Trust FBO Katrina Johanna Kaminski, and 500,000 shares owned by the First Tracks, LLC Irrevocable Trust 
FBO Colette Christine Kaminski (the "Kaminski Kid Trusts11 ), all for which Thomas F. Dougherty serves as the trustee. The 
address for Mr. Dougherty is 80 South Eighth Street, Minneapolis, Minnesota, 55402. Mr. Dougherty may be deemed to have 
shared voting and investment power over the shares held by the Kaminski Kid Trusts, but disclaims beneficial ownership of 
such shares. 

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

In October 2016, the Company entered into a loan guarallty agreement with one of our shareholders, First 
Tracks LLC, to guaranty additional debt financing on behalf of the Company. Total fees of approximately $70,000 
were made by the Company to First Tracks pursuant to this agreement. 

First Tracks, LLC also provided a guarantee on the issuance of debt secured by the property owned by 
Talon Bren Road, LLC. Fees of$55,000 was paid to First Tracks, LLC on January 5, 2017 for this guarantee. 

The Gamma Loan entered into on January 27, 2017, is guaranteed by First Tracks, LLC. As consideration 
for the guarantee, Talon Real Estate Holding Company issued First Tracks LLC 2,500,000 shares of its common 
stock and paid a fee of $750,000. These shares were issued in a transaction exempt from registration pursuant to 
Section 4(aX2) of the Securities Exchange Act of 1933. 

In c:;onnection with the merchant agreement financings in November 2017, First Tracks, LLC provided a 
guarantee of the amollllts due and received a fee of$95,000. 
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Review, Approval or Ratification of Related Penon Transactions 

On June 7, 2013, our board of directors adopted a written related person transaction approval policy which 
sets forth our company's policies and procedures for the review and approval of any transaction required to be 
reported in our filings with the SEC. This policy applies to any financial transaction, arrangement or relationship 
(including any indebtedness or guarantee of indebtedness) or any series of similar transactions, anangements or 
relationships in which we are a participant and in which a related person has a direct or indirect interest where such 
person's interest in the transaction(s), in aggregate, involves at least $120,000 in value in a fiscal year of the 
Company. In order for the transaction, arrangement or relationship to be subject to this policy, there must a financial 
aspect to the transaction, which may, for example, involve payments between us and the related person or otherwise 
providing value to one of the parties. 

"Relat.ed Persons" include: 

•o all directors and executive officers of the Company;o
•o any nominee for director of the Company;o
•o any immediate family member of a director, nominee for director or executive officer of theo

Company; ando
•o any beneficial owner of more than 5% of any class of the Company's voting securities, or ano

immediate family member of such holder.o

"Immediate family members" include children, stepchildren, parents, stepparents, spouses, siblings, 
mothers- and fathers-in-law, sons- and daughters-in-law, brothers- and sisters-in-law and any other person 
( other than a tenant or employee) sharing the household of one of the individuals listed above. 

An "indirect" interest of a Related Person in a transaction includes a Related Person serving as an officer or 
general partner o� or being a significant investor or equity holder in, an entity that is a party to a 
transaction with the Company. 

The following transactions are exempt from this policy; 

•o payment of compensation by the Company to a Related Person for the Related Person's service too
the Company in the capacity or capacities that give rise to the person's status as a "Relatedo
Person;"o

•o transactions available to all employees or all stockholder of the Company on the same terms; ando
•o transactions, which when aggregated with the amount of all other transactions between theo

Company and the Related Person or any entity in which the Related Person bas an interest, involveo
less than $120,000 in a fiscal year of the Company.o

The Audit Committee of the Board of Directors of the Company (the "Committee") is to approve any 
Related Person Transaction·subject to this policy before commencement of the Related Person Transaction or if 
applicable, before stockholder approval of the Related Person Transaction. The Related Person Transaction should 
be presented to the Committee by an executive officer of the Company requesting that the Committee consider the 
Related Person Transaction at its next meeting. 
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The Committee will analyze the following factors, in addition to any other factors the Committee deems
appropriate, in detemining whether to approve a Related Person Transaction:o

•o whether the terms are fair to the Company; 
•o whether the transaction is material to the Company; 
•o the role the Related Person has played in ananging the Related Person Transaction;o
•o the structure of the Related Person Transaction; and 
• the interests of all Related Persons in the Related Person Transaction.o

A Related Person Transaction will only be approved by the Committee if the Committee detemines that 
the Related Person Transaction is beneficial to the Company and the terms of the Related Person Transaction are fairo
to the Company. 

Director Independence 

All of our directors, except for MG Kaminski are "independent'' as that tenn is defined in Rule 5605(a) ofo
the NASDAQ Stock Market Marketplace Rules, which is the standard for independence we have chosen for 
purposes of the disclosure required in this report by SEC rules ( even though our common stock is not listed on the
NASDAQ Stock Market). 

Item 14.o Principal Accounting Fees and Services 

In addition to reimbursement for certain out-of-pocket expenses, the following table presents the aggregate
fees billed for professional services by Baker Tilly Virchow Krause, L.L.P. in 2016 and 2015 for these various
services: 

Year Ended Year Ended 
Deeember 31, December 31, 

Description of Fees 2017 2016 

$ 102,500o�()�9.� $ 
Audit fees <O 

All other fees <4>
Audit-related fees (2)(3) 

$ �02.50� -$ --10-2,-50-0o

(1)oAudit Fees are the aggregate fees billed for professional services rendered by the principal accountant for the audit of the 
registrant's annual financial statements and review of financial statements included in the registrant's Fonn l 0-Q or services
that are nonnally provided by the accountant in connection with statutoiy and regulatory filings or engagements for those
fiscal years. This includes fees related to the review of the Company,s Fonn S-8 filings. 

(2)oAudit-Related Fees are the aggregate fees billed for assurance and related services by the principal accountant that are 
reasonably related to the performance of the audit or review of the registrant's financial statements and are not reportedo
under •Audit". No audit-related fees were biJled in 2017 or 2016.o

(3) Tax Fees consist offees billed for professional services rendered for tax compliance. tax advice and tax planning.o

(4) All Other Fees were not paid in years presented.o
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Approval of Independent Registered Public Accounting Firm Services and Fees. 

The Audit CQmmittee Charter requires that our audit committee approve the retention of our independent 
registered public accounting firm for any non-awlit service and consider whether the provision of these non-audit 
services by our independent registered public accounting firm is compatible with maintaining our independent 
registered public accowiting firm's independence, prior to engagement for these services. Our audit committee 
actively monitors the relationship between audit and non-audit services provided. All of the services listed under the 
heading Audit-Related Fees were pre-approved by our audit committee pursuant to our Audit Committee Charter. 

PART IV 

Item 15. Exhibits, Financial Statement Schedules 

The following documents are tiled as a part of this Annual Report on Fonn 10-K: 

(a) Financial Statements: The financial statements filed as a part of this report are listed in Part ll, Item 8.e

(b)eFinancial Statement Schedules: The schedules are either not applicable or the required infonnation ise
presented in ·the consolidated financial statements or notes thereto.e

(c) Exhtoits: The exhibits incorporated by reference or filed as a part of this Annual Report on Fonn 10-Ke
are listed in the Exhibit Index immediately following the signatures to this report.e
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SIGNATURES 

Pursuant to the requirements of Section 13 or lS(d) of the Securities Exchange Act of I 934, the Registrant bas duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Dated: 
---

, 2018 TALON REAL ESTATE HOLDING CORP. 

By: Isl MG Kaminski 
MG Kaminski 
Chief Executive Officer 

Each of the undersigned hereby appoints MG Kaminski and Keith Gruebele , and each of 1hem (with full power to 
act alone), as attorneys and agents for the undersigned, with full power of substitution, for and in the name, place 
and stead of the undersigned, to sign and file with the Securities and Exchange Commission under the Securities Act 
of 1934, any and all amendments and exhibits to this annual report on Form 10-K and any and all applications, 
instruments, and otherdocuments to be filed with the Securities and Exchange Commission pertaining to this annual 
report on Form I 0-K or any amendments thereto, with full power and authority to do and perform any and all acts 
and things whatsoever requisite and necessary or desirable. Pursuant to the requirements of the Securities Exchange 
Act of 1934, this report bas been signed below by the following persons on beha1f ofthe registrant and in the 
capacities indicated on ____ _, 2018. 

Name and Signature Title 

Isl MG Kaminski Chief Executive Officer and Director (principal executive officer) 
MGKaminski 

Isl Keith Gruebele Chief Financial Officer (principal financial and accounting officer) 
Keith Groebele 

/s/ Marc P. Agar Director 
MarcP. Agar 

Isl Kristian G. Wyrobek Director 
Kristian G. Wyrobek 
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10.2 

EXHIBIT INDEX 

lncorpomled By Reference 

ExJ,JfJit 

Number Exhibit De.scritJtior, 
Exhibit Filed 

Form FileNumber DaJe o[Fust Fi[!g_ Number Herewith 

2 .1 Stock Purchase Agreement, dated 8-K 000-53917 June 7, 2013 2.1 
J1D1e 7, 2013 by and among Guide 
Holdings, Inc., The Guidebook 
Company, Inc. and Kim 
McReynolds 

2 .2 Subscription Agreement, dated June 8-K 000-53917 June 7, 2013 2.2 
7, 2013, by and between MO 
Kaminski and Talon Op, L.P. 

2.3 Contribution Agreement, dated June 8-K 000-53917e June 7, 2013 2.3 
7, 2013, by and among Guide 
Holdings, Inc. and the parties listed 
on Schedule A thereto 

2.4 Contnl>ution Agreement, dated June 8-K 000-53917e June 7, 2013 2.4 
7, 2013, by and among Guide 
Holdings, Inc. and the parties listed 
on Schedule A thereto 

2.5 Contribution Agreement. dated June 8-K 000-53917e June 7, 2013 2.5 

7, 2013, by and among Talon Real 
Estate, LLC and the parties listed on 
Schedule A thereto 

3.1 Amended and Restated Articles of 8-K 000-53917e June 7, 2013 3.Je
Incorporation 

3 .2 Amended and Restated Bylaws 8-K 000-53917 June 7, 2013 3.2 

4.1 Fonn of Specimen Common Stock 8-K 000-53917e June 7, 2013 4.1 
Certificate 

IO.I 2013 Equity Incentive Plan•• 8-K 000-53917 June 7, 2013 10. te

10.2 Form of Restricted StockAward 8-K 000-53917e June 7,2013 
Agreement under the 2013 Equity 
Incentive Plan•• 

10.3 Form of Non-Statutory Stock Option 8-K 00().53917 June 7, 2013 10.3 
Agreement underthe2013 Equity 
Incentive Plan•• 

l0.4 Employment Agreement with MG 8-K 000-53917e June 7,2013 IO.S 

Kaminski•• 
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10.5 Fonn of Indemnification 
Agreement•• 

10.6 Non-Employee Director 
Compensation Policy•• 

10.7 Loan Agreement, dated March 22, 
2007, by and between 5130 
Industrial Street, LLC and Merrill 
Lynch Mortgage Lending, Inc. 

10.8 Limited Partnership Agreement of 
Talon OP, LP. 

10.9 Common Stock Purchase 
Agreement dated as of August 20, 
2013 by and among Talon Real 
Estate Holding Corp. and the 
purchasers listed on Exhibit A 
thereto 

10.10 First Amendment, dated November 
13, 2013, to Conlribution 
Agreement dated June 7, 2013 

10.l I Common Stock Purchase0
Agreement dated as of December 
30, 2013 by and among the 
Company and the purchasers list.ed 
on Exhibit A thereto 

10.12 Promissory Note to Ctn1is Marks 
from the Company 

10.13 Promissory Note to Curtis Martes 
from the Company, dated March 25, 
2014 

10.14 Contribution Agreement between 
Talon OP, L.P. and Bmt Road, 
LLC, dated May 29, 2014. 

10.15 Assignment and Assumption 
Agreement and Consent between 
Bren Road, LLC, TaJon Bren Ro� 
LLC, and Bell State Bank & Trust, 
dated May 29, 2014. 

10.16 Promissory Note between Talon 
Bren Road, LLC and Bell State 
Bank & Trust, dated May 29, 2014. 

8-K 

8-K0

8-K0

8-K0

8-K0

10-Q 

8-K0

8-K0

8-K0

8-K0

8-K0

8-K0

000-539170

000-539170

000-539170

000-539170

000-539170

000-539170

000-539170

000-539170

000-539170

000-539170

000-53917 

000-539170

June 7, 2013 10.6 

June 7, 2013 10.7 

June 7, 2013 10.8 

June 7, 2013 10.9 

August 20, 2013 IO.I 

September 30, 2013 10.1 

December 30, 2013 10.l0

December 30, 2013 10.2 

March 26, 2014 IO.I 

June 3, 2014 IO.I 

June 3, 2014 10.2 

June 3, 2014 10.3 
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10.17 Loan Agreement between Bren 
Road, LLC and Bell State Bank & 
Trust. dated May 29, 2014, as 
amended. 

10.18 Mortgage, Assignment of Leases 
and Rents, Security Agreement, and 
Fixture Filing between Bren Road, 
LLC and Bell State Bank & Trust, 
dated May 29, 2014, as amended. 

10.19 Contribution Agreement between 
Talon OP, L.P. and the Contributors 
identified on Exhibit A thereto, 
dated July 2, 2014. 

10.20 Promissory Note between Talon 
First Trust, LLC and RCC Real 
Estate, Inc., dated July 2, 2014. 

I0.21 Reserve and Security Agreement 
between Talon First Trust, LLC and 
RCC Real Estate, Inc., dated July 2, 
2014. 

10.22 Mortgage, Assignment of Leases 
and Rents, Security Agreement. and 
Fixture Filing between Talon First 
Trust, LLC and RCC Real Estate, 
Inc., dated July 2, 2014. 

10.23 Promissory Note between Talon 
Bren Road, LLC and Jackson I, 
LLC, dated July 2, 2014. 

10.24 Mortgage and Security Agreement 
and Future Financing Statement 
between Taton Bren Road, LLC and 
Jackson I, LLC, dated July 2, 2014. 

10.25 Promissory Note to Cwtis Marks 
from the Company, dated August 
12. 2014.0

10.26 Second Amendment, dated August 
10, 2015, to Promissory Note to 
Curtis Marks from the Company, 
dated August 12. 2014. 

10.27 Third Amendment, dated November 
S, 2015, to Promissory Note to 
Curtis Marks from the Company, 
dated August 12, 2014. 

10.28 Fourth Amendment, dated March 8, 
2016, to Promissory Note to Cmtis 
Marks from the Company, dated 
August 12, 2014. 

8-K 000-539170 June 3, 2014 10.4 

8-K 000-539170 June 3, 2014 10.5 

8-K 000-539170 July 9, 2014 IO.I 

8-K 000-53917 July 9, 2014 10.2 

8-K 000-53917 July 9, 2014 10.3 

8-K 000-539170 July 9, 2014 10.4 

8-K ()()()..53917 July 9, 2014 10.5 

8-K 000-53917 July 9, 2014 10.6 

10-Q 000-539170 August 14, 2014 10.6 
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10.29 Loan Modification Agreement by 
and among Jackson I. LLC, 4330 
LLC, 3014-20 LLC, Fairfield 
Apartments, LLC, Lakes Area 
Properties, LLC and Talon Bren 
Road, LLC, effective as of 
September 25, 2014. 

8-K 000-53917 October 2, 2014 IO.I 

10.30 Agreement of Purchase and Sale 
between Hoopeston I, L.L.C. and 
Broadmoor Place Associates, LLC 
and Talon OP, L.P. dated January 
23, 2015. 

8-K 000-53917 January 29, 201S IO.I 

10.31 Promissory Note to US Income 
Partners, LLC from Talon OP, dated 
February 10, 2015. 

8-K 000-53917e February JO, 2015 10.1 

10.32 Loan Agreement by and between 
Talon First Trust. LLC and Gamma 
Real Estate Capi1al LLC, dated 
January 27, 2017 

8-K 000-53917 February 6, 2017 10.1 

10.33 Amended and Restated Promissory 
Note between Talon First Trust, 
LLC and Gamma Real Estate 
Capital LLC, dated January 27, 
2017 

8-K 000-53917 February 6, 2017 10.2 

10.34 Amended and Restated Mortgage, 
Assignment of Leases and Rents, 
Security Agreement and Fixture 
Filing by Talon First Trust, LLC 
dated January 27, 2017 

8-K 000-53917e February 6, 2017 10.3 

10.35 Amended and Restated Promissory 
Note between the Company and 
Swervo Management Division, LLC 

X 

21.1 Subsidiaries of the Registrant X 

23.1 Consent of Baker Tilly Vircbow 
KrauseLLP 

X 

24.1 Power of Attorney (included on 
signature page) 

31.le Certification of Principal Executive 
Officer pursuant to Rules 13a-14(a) 
under the Securities Exchange Act 
of 1934, as amended 

X 

31.2 Certification of Principal Financial 
Officer pursuantto Rules 13a-14(a) 
under the Securities Exchange Act 
of 1934, as amended 

X 
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32.l Certification of Chief Executive 
Officer and Chief Financial Officer 
pursuant to 18 U.S.C. Sec. 1350, as 
adopted pursuant to Section 906 of 
the Sarbanes-Oxley Act of 2002 

X 

101 Interactive Data Files Pursuant to 
Rule405 ofRegulation S-T 

X 

** Indicates management contra.ct or compensatory plan or arrangement. 
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UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE COMMISION 
Washington D.C. 20549 

SECURITIES EXCHANGE ACT OF 1934 

Release No. 85150/February 15, 2019 

Admin. Proc. File No. 3-1881 l 

In the Matter of 

CEELOX, INC., TALON REAL ESTATE 
HOLDING CORP., VIRTUAL SOURCING, 
INC., AND WINDSTREAM TECHNOLOGIES, 
INC. 

DECLARATION OF DAN BAUER IN SUPPORT OF RESPONDENT TALON REAL 
ESTATE HOLDING CORP'S OPPOSITION TO 

THE DIVISION OF ENFORCEMENT'S MOTION FOR AN ORDER OF 
SUMMARY DISPOSITION 

I, Dan Bauer, being duly sworn, affinn the following under the penalties of perjury: 

1. I have personal knowledge of the facts affirmed herein. 

2. During March, 2018, I was a contract consultant performing services for Talon 
Real Estate Holding Corp. 

3. I performed those services, which included summarizing information from 

Talon's accounting records for insertion into pro-forma filing documents, under the direction of 

the Company's Chief Financial Officer (Keith Gruebele). 



4. I assisted Mr. Gruebele in the drafting of the December 31, 2016 lOK Annual 

Report, but has not approved the 1 OK for filing at the time of this submission. A copy of that 

filing is attached as Exhibit 1. 

5. I assisted Mr. Gruebele with preparing a draft of the March 31, 2017 1 OQ 

Quarterly Report, but has not approved the 1 OQ for filing at the time of this submission. A copy 

of that filing is attached as Exhibit 2. 

6. I assisted Mr. Gruebele with preparing a draft of the June 30, 2017 IOQ Quarterly 

Report, but has not approved the 1 OQ for filing at the time of this submission. A copy of that 

filing is attached as Exhibit 3. 

7. I assisted Mr. Gruebele with preparing a draft of the September 30, 2017 lOQ 

Quarterly Report, but has not approved the lOQ for filing at the time of this submission. A copy of 

that filing is attached as Exhibit 4. 

8. I assisted Mr. Gruebele with preparing a draft of the December 31, 2017 1 OK 
Quarterly 

Report, but has not approved the I OK for filing at the time of this submission. A copy of that filing 

is attached as Exhibit 5. 

9. I am prepared to give testimony to the fact affied in this Affidavit. 
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10. Further the deponent sayeth naught. 

Dated: Minneapolis, Minnesota 
March 22, 2019 

Dan�M 

Sworn to before me this 

eJENNIFERANN FISHER 
NOTARYPUBUC•MINNESOTA. .. 
My Comlftisslon Explrn •.: · 

January,31, 2021 
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CERTIFICATE OF SERVICE 

I hereby certify that true copies of the Respondent Talon Real Estate Holding Corp's 

opposition to the Division on Enforcement's Motion for Summary Disposition and supporting 

affidavits were served on the following on this 25th clay of March 2019, in the manner indicated 

below: 

By Overnight Mail and Facsimile: 

The Office of the Secretary 
Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549-1090 

James Carlson 
David S. Frye 
Securities and Exchange Commission 
100 F Street, N .E. 
Washington, D.C. 20549-6010 

Robert Schroeder 
Division of Enforcement 
U.S. Securities and Exchange Commission 
950 East Paces Ferry Road NE, Suite 900 
Atlanta, Georgia 30326 

By Email: 

APFilings@sec.gov 

carlsonja@sec.gov 

fryed@sec.gov 

SchroederR@SEC.GOV 
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