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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes = No p
Indicate by checkmark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes = No p

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 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 p 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 (§ 232.405 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 p No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405) is not contained herein, and will not
be contained, to the best of the 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 Form 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.
(Check one):

Large accelerated filer - Accelerated filer p Non-accelerated filer - Smaller reporting company ~

(Do not check if a smaller reporting company)
Indicate by checkmark whether the registrant is a shell company (as defined in Exchange Act Rule 12b-2). Yes = No p

As of March 6, 2013, there were 37,063,844 shares of Class A common stock, par value $0.01 per share, of the registrant outstanding.

The aggregate market value of the registrant s voting stock held by non-affiliates at June 30, 2012 was approximately $456.6 million, based on
the closing price per share of Class A common stock on that date of $13.94 as reported on the New York Stock Exchange. Shares of common
stock known by the registrant to be beneficially owned by directors and officers of the registrant subject to the reporting and other requirements
of Section 16 of the Securities Exchange Act of 1934 are not included in the computation. The registrant, however, has made no determination
that such persons are affiliates within the meaning of Rule 12b-2 under the Securities Exchange Act of 1934.

DOCUMENTS INCORPORATED BY REFERENCE

Selected portions of the Proxy Statement for the 2013 Annual Meeting of Stockholders are incorporated by reference into Part III of this Report.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements, which reflect our current views with respect to, among other things, our

operations and financial performance. You can identify these forward-looking statements by the use of words such as outlook, believes, expects,
potential,  continues, may, will, should, seeks, approximately, predicts, intends, plans, estimates, anticipates or the

words or other comparable words. Such forward-looking statements are subject to various risks and uncertainties. Accordingly, there are or will

be important factors that could cause actual outcomes or results to differ materially from those indicated in these statements. We believe these

factors include, but are not limited to, those described under the caption Risk Factors in this Annual Report on Form 10-K. These factors should

not be construed as exhaustive and should be read in conjunction with the other cautionary statements that are included in this Annual Report on

Form 10-K. We undertake no obligation to publicly update or review any forward-looking statement, whether as a result of new information,

future developments or otherwise.

SPECIAL NOTE REGARDING THE REGISTRANT

In connection with our initial public offering of our Class A common stock in February 2007, we effected a reorganization of our business,
which had previously been conducted through HFF Holdings LLC ( HFF Holdings ) and certain of its wholly-owned subsidiaries, including
Holliday Fenoglio Fowler, L.P. and HFF Securities L.P. (together, the Operating Partnerships ) and Holliday GP Corp. ( Holliday GP ). In the
reorganization, HFF, Inc., a newly-formed Delaware corporation, purchased from HFF Holdings all of the shares of Holliday GP, which is the
sole general partner of each of the Operating Partnerships, and approximately 44.7% of the partnership units in each of the Operating
Partnerships (including partnership units in the Operating Partnerships held by Holliday GP) in exchange for the net proceeds from the initial
public offering and one share of Class B common stock of HFF, Inc. Following this reorganization, HFF, Inc. became, and continues to be, a
holding company holding partnership units in the Operating Partnerships and all of the outstanding shares of Holliday GP. As of August 31,
2012, HFF Holdings had exchanged all of the remaining partnership units in each of the Operating Partnerships for shares of Class A common
stock of the Company pursuant to the Exchange Right (as defined in this Annual Report on Form 10-K). As of August 31, 2012 and continuing
through the filing date of this Annual Report on Form 10-K, HFF, Inc. through its wholly-owned subsidiaries, holds 100% of the partnership
units in the Operating Partnerships and is the only equity holder of the Operating Partnerships. We refer to these transactions collectively in this
Annual Report on Form 10-K as the Reorganization Transactions. Unless we state otherwise, the information in this Annual Report on
Form 10-K gives effect to these Reorganization Transactions.

Unless the context otherwise requires, references to (1) HFF Holdings refer solely to HFF Holdings LL.C, a Delaware limited liability company
that was previously the holding company for our consolidated subsidiaries, and not to any of its subsidiaries, (2) HFF LP refer to Holliday
Fenoglio Fowler, L.P., a Texas limited partnership, (3) HFF Securities refer to HFF Securities L.P., a Delaware limited partnership and
registered broker-dealer, (4) Holliday GP refer to Holliday GP Corp., a Delaware corporation and the general partner of HFF LP and HFF
Securities, (5) HoldCo LLC refer to HFF Partnership Holdings LLC, a Delaware limited liability company and a wholly-owned subsidiary of
HFF, Inc. and (6) Holdings Sub refer to HFF LP Acquisition LLC, a Delaware limited liability company and wholly-owned subsidiary of HFF
Holdings. Our business operations are conducted by HFF LP and HFF Securities, which are sometimes referred to in this Annual Report on

Form 10-K as the Operating Partnerships. Also, except where specifically noted, references in this Annual Report on Form 10-K to the
Company, we or us mean HFF, Inc., a Delaware corporation and its consolidated subsidiaries after giving effect to the Reorganization
Transactions.
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PARTI
Item 1. Business
Overview

We are, based on transaction volume, one of the leading providers of commercial real estate and capital markets services to both the users and
providers of capital in the U.S. commercial real estate industry and one of the largest full-service commercial real estate financial intermediaries
in the country. We operate out of 21 offices nationwide with approximately 574 associates including approximately 229 transaction
professionals. During 2012, we advised on approximately $41.9 billion of completed commercial real estate transactions, a 17.6% increase
compared to the approximately $35.6 billion of completed transactions we advised on during 2011.

Our fully-integrated national capital markets platform, coupled with our knowledge of the commercial real estate markets, allows us to
effectively act as a one-stop shop for our clients, providing a broad array of capital markets services including:

Debt placement;

Investment sales;

Distressed debt and real estate owned advisory services;

Structured finance;

Private equity placement, investment banking and advisory services;

Loan sales; and

Commercial loan servicing.
Substantially all of our revenues are in the form of capital markets services fees collected from our clients, usually negotiated on a
transaction-by-transaction basis. We also earn fees from commercial loan servicing activities. We believe that our multiple product offerings and
platform services, diverse client mix, expertise in a wide range of property types and national platform have the potential to create a diversified
revenue stream within the U.S. commercial real estate sector. Our revenues and net income available to controlling interest were $285.0 million
and $43.9 million, respectively, for the year ended December 31, 2012, compared to revenues and net income available to controlling interest of
$254.7 million and $40.0 million, respectively, for the year ended December 31, 2011.

We have established strong relationships with our clients. Our clients are both users of capital, such as property owners, and providers of capital,
such as lenders and equity investors. Many of our clients act as both users and providers of capital in different transactions, which enables us to
leverage our existing relationships and execute multiple transactions across multiple platform services and product offerings with the same
clients.

We believe we have a reputation for high ethical standards, dedicated teamwork and a strong focus on serving the interests of our clients. We
take a long-term view of our business and client relationships, and our culture and philosophy are firmly centered on putting the clients interests
first.

Table of Contents 5
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The recent situation in the global credit markets whereby many world governments (including the U.S., where the Company transacts virtually
all of its business) had to take unprecedented and uncharted steps to support the financial institutions in their respective countries from collapse
was unprecedented in the Company s history. Restrictions on the availability of capital, both debt and/or equity, created significant reductions of
liquidity in, and flow of capital to, many global financial markets including the commercial real estate financial markets in the U.S. In addition,
such restrictions, coupled with the downturn in the U.S. economy caused
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commercial real estate prices to decrease in the U.S. While conditions in 2012 and 2011 were generally improved, global and domestic credit

and liquidity issues, as well as the downturn in the global and domestic economies, could reduce in the future the number of acquisitions,
dispositions and loan originations, as well as the respective number of transactions and transaction volumes. Further detail regarding the effect of

the recent situation in the credit markets and the commercial real estate markets can be found under the headings Risk Factors and Management s
Discussion and Analysis of Financial Conditions and Results of Operations in this Annual Report on Form 10-K.

HFF, Inc. is a Delaware corporation with its principal executive offices located at 301 Grant Street, One Oxford Centre, Suite 600, Pittsburgh,
Pennsylvania, 15219, telephone number (412) 281-8714.

Reportable Segments

We operate in one reportable segment, the commercial real estate financial intermediary segment, and offer debt placement, investment sales,
distressed debt and real estate owned advisory services, structured finance, private equity placement, investment banking services, loan sales and
commercial loan servicing.

Our Competitive Strengths
We attribute our success and distinctiveness to our ability to leverage a number of key competitive strengths, including:
People, Expertise and Culture

We and our predecessor companies have been in the commercial real estate business for over 30 years, and our transaction professionals have
significant experience and long-standing relationships with our clients. We employ approximately 229 transaction professionals with an average
of 17.4 years of commercial real estate transaction experience. The transaction history accumulated among our transaction professionals ensures
a high degree of market knowledge on a macro level, knowledge of commercial real estate markets, long term relationships with the most active
investors and a comprehensive understanding of commercial real estate capital markets products. Our employees come from a wide range of real
estate related backgrounds, including investment advisors and managers, investment bankers, attorneys, brokers and mortgage bankers.

Our culture is governed by our commitment to high ethical standards, putting the clients interests first and treating clients and our own associates
fairly and with respect. These distinctive characteristics of our culture are highly evident in our ability to retain and attract employees. The
average tenure for our senior transaction professionals is 13.6 years, and the average production tenure for the top 25 senior transaction
professionals compiled by initial leads during the last five years was 18.1 years (including tenure with predecessor companies). Furthermore,
several of our senior transaction professionals have a personal economic interest in our firm, which further aligns their individual interests with
those of the Company and its stockholders, as a whole, and our clients.

Integrated Capital Markets Services Platform

In the competitive commercial real estate and capital markets industry, we believe one of our key differentiators is our ability to analyze all
commercial real estate product types and markets as well as our ability to provide clients with comprehensive analysis, advice and execution
expertise on all types of debt and equity capital markets solutions. We believe that due to our broad range of execution capabilities, our clients
rely on us not only to provide capital markets alternatives but, more importantly, to advise them on how to optimize value by uncovering
inefficiencies in the non-public capital markets to maximize their commercial real estate investments. We believe our capabilities provide our
clients with the flexibility to pursue multiple capital markets options simultaneously so that, upon conclusion of our efforts, they can choose the
best risk-adjusted based solution.
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Independent Objective Advice

Unlike many of our competitors, we do not currently offer services that compete with services provided by our clients such as leasing or
property management, nor do we currently engage in principal capital investing activities which would compete with a number of our clients.
We believe this allows us to offer independent objective advice to our clients. We believe our independence distinguishes us from our
competitors, enhances our reputation in the market and allows us to retain and expand our client base.

Extensive Cross-Selling Opportunities

As some participants in the commercial real estate market are frequently buyers, sellers, lenders and borrowers at various times, we believe our
relationships with these participants across all aspects of their businesses provide us with multiple revenue opportunities throughout the life
cycle of their commercial real estate investments. In addition, we sometimes provide more than one service in a particular transaction, such as in
an investment sale where we not only represent the seller of a commercial real estate investment but also represent the buyer in arranging
acquisition financing. In 2012, 2011 and 2010, we executed multiple transactions across multiple platform services with 20, 23 and 17,
respectively, of our top 25 clients.

Broad and Deep Network of Relationships

We have developed broad and deep-standing relationships with the users and providers of capital in the industry and have completed multiple
transactions for many of the top institutional commercial real estate investors in the U.S. as well as several global investors who invest in the
U.S. Importantly, our transaction professionals, analysts and closing specialists foster relationships with their respective counterparts within each
client s organization. This provides, in our opinion, a deeper relationship with our firm relative to our competitors. In 2012 and 2011, no one
borrower or no one seller client, represented more than 1% of our total capital markets services revenues. The combined fees from our top 10
seller clients for the years 2012 and 2011, were less than 10% of our capital markets services revenues for each year, and the combined fees
from our top 10 borrower clients were less than 7% of our capital markets services revenues for each year.

Proprietary Transaction Database

We believe that the extensive volume of commercial real estate transactions that we advise on throughout the U.S. and across multiple property
types and capital markets service lines provides our transaction professionals with valuable, real-time market information. We maintain a
proprietary database on numerous clients and potential clients and databases that track key terms and provisions of the majority of all closed and
pending transactions for which we are involved as well as historical and current flows and the pricing of debt, structured finance, investment
sales, loan sales and equity transactions. Included in the databases are real-time quotes and bids on pipeline transactions, status reports on all
current transactions as well as historical information on clients, lenders and buyers. Furthermore, our internal databases maintain current and
historical information on our loan servicing portfolio, which we believe enables us to track real-time property level performance and market
trends. These internal databases are updated regularly and are available to our transaction professionals, analysts and other internal support
groups to share client contact information and real-time market information. We believe this information strengthens our competitive position by
enhancing the advice we provide to clients and improving the probability of successfully closing a transaction. We believe our associates also
understand the confidential nature of this information, and if it is misused, depending on the circumstances, such misuse can be cause for
immediate dismissal from the Company.

Table of Contents 8



Edgar Filing: HFF, Inc. - Form 10-K

Table of Conten

Our Strategic Growth Plan

We seek to improve our market position by focusing on the following strategic growth initiatives:
Increase Market Share Across Each of our Capital Markets Services

We believe that we have the opportunity to increase our market share in each of the various capital markets services we provide to our clients by
penetrating deeper into our national, regional and local client relationships. We also intend to increase our market share by selectively hiring
transaction professionals in our existing offices and in new locations, predicated on finding the most experienced professionals in the market
who have the highest integrity, work ethic and reputation, while fitting into our culture and sharing our business philosophy and business
practices. Since 2010, in addition to opening offices in Tampa, FL, Austin, TX and most recently, Denver, CO (January 2012) and Orlando, FL
(May 2012), we have significantly added to the platform services in our Dallas, San Diego, Portland, Denver and Austin offices.

Debt Placement. In 2012, our transaction volume in debt placements was approximately $23.4 billion, an increase of 25.1% from
approximately $18.7 billion in 2011.

Investment Sales. In 2012, we completed investment sales of approximately $15.1 billion, an increase of approximately 19.6% from
the approximately $12.6 billion completed in 2011. According to Real Capital Analytics, commercial real estate sales volume for office,
industrial, multifamily, retail, hotel properties and land in the U.S. in 2012 and 2011 were $283 billion and $229 billion, respectively.

Structured Finance and Advisory Services. In 2012, we completed approximately $2.5 billion of structured finance and advisory
services transactions (which include amounts that we internally allocate to the structured finance reporting category, even though the
transaction may have been funded through a single mortgage note) for our clients, representing an increase of 27.2% over the $2.0
billion completed in 2011.

Private Equity and Investment Banking Services. Our broker-dealer subsidiary, HFF Securities, undertakes both discretionary and
non-discretionary private equity raises, select property specific joint ventures and select investment banking activities for our clients. At
December 31, 2012 and 2011, we had $2.0 billion and $1.9 billion of active private equity discretionary fund transactions on which
HFF Securities was engaged, which may result in additional future revenue.

Loan Sales. 'We have consummated $0.9 billion and $2.3 billion in loan sales transactions in 2012 and 2011, respectively, a decrease
of 60.7%. In 2011, there was one unusually large loan sale transaction, if we would adjust the production volume to exclude this
transaction our 2012 loan sales production volume would have decreased 24.6% as compared to the adjusted 2011 transactions. This
business is based on the desire of lenders seeking to diversify concentration risk (geographic, borrower or product type), manage
potential problems in their loan portfolios or sell loans rejected from commercial-mortgage backed securities (CMBS) securitization
pools.

Loan servicing. The principal balance of HFF s loan servicing portfolio increased 15.2% to approximately $31.3 billion at
December 31, 2012 from approximately $27.2 billion at December 31, 2011. We currently have approximately 32 correspondent lender
relationships with life insurers.
While the volume increases relating to our debt placement, investment sales, structured finance and advisory services, private equity and
investment banking services and loan servicing services referenced above were principally the effect of improved market conditions and
increased activity in the commercial real estate market, we believe that our efforts to open new offices and expand our platform services and
product specialties have also aided us in our achievements.

Continue to Capitalize on Cross-Selling Opportunities
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Participants in the commercial real estate market increasingly are buyers, sellers, lenders and borrowers at various times. We believe our
relationships with these participants across all aspects of their businesses provide
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us with multiple revenue opportunities throughout the life cycle of their commercial real estate investments. Many of our clients are both users
and providers of capital, and our goal is to attempt to work with our clients to execute transactions throughout the U.S. utilizing the wide
spectrum of our services. By maintaining close relationships with these clients, we believe we will continue to generate significant repeat
business across all of our business lines.

Our debt transaction professionals originated approximately $1.9 billion and $1.7 billion of debt for clients that purchased properties sold by our
investment sales professionals for their clients in 2012 and 2011, respectively. Our investment sales professionals also referred clients to our
debt transaction professionals who arranged debt financings totaling approximately $2.0 billion and $1.8 billion in 2012 and 2011, respectively.
Our debt transaction professionals also referred clients to our investment sales transaction professionals who sold approximately $2.8 billion and
$1.7 billion of properties in 2012 and 2011, respectively. Also, in 2012 and 2011, our subsidiary HFF Securities originated debt volumes of
approximately $23.5 million and $41.1 million, respectively, in addition to its other equity placement activities.

Expand Our Geographic Footprint

We believe that opportunities exist to strategically establish and increase our presence in several key domestic, and potentially international,
markets. When strategic opportunities present themselves with high quality transaction professionals, it is our intention to capitalize on such
opportunities as we recently did in Austin, Texas and Tampa, Florida in 2011, Denver, Colorado in January 2012 and Orlando, Florida in May
2012. While our transactional professionals, located in 21 offices throughout the U.S., advised clients on transactions in 45 states (and the
District of Columbia) and in more than 530 cities in 2012, there are a number of major metropolitan areas where we do not maintain an office.
We have no overseas offices, but do, on a periodic basis, send our transaction professionals overseas to meet with capital sources and global
clients. By comparison, a number of our large public competitors have in excess of 100 offices worldwide and some have nearly 100 in the U.S
alone. We constantly review key demand drivers of commercial real estate by market, including growth in population, households, employment,
commercial real estate inventory by product type, and new construction. By doing so, we can determine not only where future strategic growth
should occur, but more importantly, we can also ensure our transaction professionals are constantly calling on the most attractive markets where
we do not have offices. Since 2010, we have opened offices in Tampa, FL, Austin, TX and most recently, Denver, CO and Orlando, FL. In
addition, during this same period, we have significantly added to the platform services and specialties in our Dallas, Denver (February 2013),
San Diego, Portland and Austin offices.

We expect to achieve future strategic geographic expansion through a combination of recruitment of key transaction professionals, organic
growth of analysts to transaction professionals and possible acquisitions of smaller local and regional firms across all services in both new and
existing markets as well as the possible expansion into other platform lines of business. However, in all cases, our strategic growth will be
focused on serving our clients interests and predicated on finding the most experienced professionals in the market who have the highest
integrity, work ethic and reputation, while fitting into our culture and sharing our business philosophy and business practices.

Align our Leadership and Compensation Structures with Our Long-term Growth

Under the management and leadership structure for our Operating Partnerships that we adopted in December 2010, each Operating Partnership s
existing operating committee was replaced with a three-person executive committee (including an ad-hoc member) and a leadership committee
which includes in excess of fifty of our senior transaction professionals and managers, which includes the executive committee members. The
executive committee for each partnership consists of three individuals (in addition to ad-hoc members), one of whom is the managing member of
the Operating Partnerships. The executive committee currently consists of three of our inside directors, Mark Gibson, John Pelusi and Jody
Thornton, and Mr. Pelusi, our chief executive
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officer, also serves as the Operating Partnerships managing member. The executive committee is primarily responsible for the day-to-day
oversight of the Operating Partnerships lines of business and specialties. The leadership committee is composed of (i) the executive committee
members, (ii) individual leaders chosen from each line of business and property and/or product specialty, (iii) the office heads from each office
and (iv) individuals from other line and support functions at the discretion of the executive committee. The members of the leadership committee
are responsible for either overseeing their respective lines of business, property and/or product specialties or their office as well as facilitating
communication and educating all of our transaction professionals within each office, each line of business and each of the property and/or
product specialties to better serve our clients.

We also aim to insure continued emphasis on annual production, maintain our partnership culture and continue the alignment of employee,
management and stockholder interests through our profit participation bonus plans. Under our HFF LP and HFF Securities profit participation
bonus plans, with respect to each applicable office or line of business and for each calendar year, if a 14.5% or greater profit margin is generated
by such office or line of business, an amount equal to 15% of the adjusted operating income (as defined under such plan) generated by such
office or business line funds a cash bonus pool payable to selected employees of HFF LP or HFF Securities, as the case may be. These plans
were adopted in 2007 in connection with our initial public offering. In December 2010, we amended these plans to provide that our board of
directors, or any appropriate committee thereof, may elect to pay up to one-third of the profit participation bonuses payable under the plans in
the form of equity-based awards. In December 2010, we also adopted a new HFF, Inc. firm profit participation bonus plan. Under this plan, for
each calendar year, if we achieve a 17.5% or greater adjusted operating income margin (as defined under such plan), a bonus pool will be funded
by a percentage, ranging from 15% to 25%, of our adjusted operating income (as defined under such plan) beyond predefined adjusted operating
income margin thresholds. Our board of directors, or an appropriate committee thereof, may elect to pay up to two-thirds of the profit
participation bonuses payable under this plan in the form of equity-based awards.

Our Services
Debt Placement Services

We offer our clients a complete range of debt instruments, including construction and construction/mini-permanent loans, adjustable and fixed
rate mortgages, entity level debt, mezzanine debt, forward delivery loans, tax exempt financing and sale/leaseback financing.

Our clients are owners of various types of property, including office, retail, industrial, hotel, multi-housing, student housing, self-storage,
assisted living, nursing homes, condominiums and condominium conversions, mixed-use properties and land. Our clients range in size from
individual entrepreneurs who own a single property to the largest real estate funds and institutional property owners throughout the world who
invest globally, especially in the United States. Debt is or has been placed with major capital funding sources, both domestic and foreign,
including life insurance companies, CMBS conduits, investment banks, commercial banks, thrifts, agency lenders, pension funds, pension fund
advisors, real estate investment trusts (REITS), credit companies, opportunity funds and individual investors.

Investment Sales Services

We provide investment sales services to commercial real estate owners who are seeking to sell one or more properties or property interests. We
seek to maximize proceeds and certainty of closure for our clients through our knowledge of the commercial real estate and capital markets, our
extensive database of potential buyers, with whom we have deep and long-standing relationships, and our experienced transaction professionals.
We believe the real time data on comparable transactions, recent financings of similar assets and market trends enable our transaction
professionals to better advise our clients on valuation and certainty of execution based on a prospective buyer s proposed capital structure.
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We offer a wide array of structured finance and private equity alternatives and solutions at both the property and ownership entity level. We
believe this allows us to provide financing alternatives at every level of the capital structure, including mezzanine and equity, thereby providing
potential buyers and existing owners with the highest appropriate leverage at the lowest blended cost of capital to purchase properties or
recapitalize existing ones versus an out-right sale alternative. By focusing on the inefficiencies in the structured finance capital markets, such as
mezzanine, preferred equity, participating and/or convertible debt structures, pay and accrual debt structures, pre-sales, stand-by commitments
and bridge loans, we believe we are able to access capital for stabilized properties or properties in transition, with predevelopment and
development loans and/or joint ventures and/or structured debt and/or equity transactions, which provide maximum flexibility for our clients.

Private Equity, Investment Banking and Advisory Services

Through HFF Securities, our licensed broker-dealer subsidiary, we offer our clients the ability to access the private equity markets for an
identified commercial real estate asset and discretionary private equity funds, joint ventures, entity-level private placements and advisory
services as well as structured finance services. HFF Securities services to its clients can include:

Joint Ventures. Equity capital for our commercial real estate clients to establish joint ventures relating to either identified properties or
properties to be acquired by a fund sponsor. These joint ventures typically involve the acquisition, development, recapitalization or
restructuring of multi-asset commercial real estate portfolios, and include a variety of property types and geographic areas.

Private Placements. Private placements of common, perpetual preferred and convertible preferred securities. Issuances can involve
primary or secondary shares that may be publicly registered, listed and traded.

Advisory Services. Entity-level advisory services for various types of transactions including mergers and acquisitions, sales and
divestitures, management buyouts, and recapitalizations and restructurings.

Marketing and Fund-Raising. Institutional marketing and fund-raising for public and private commercial real estate companies, with a
focus on opportunity and value-added commercial real estate funds. In this capacity, we undertake private equity raises, both
discretionary and non-discretionary, and offer advisory services.

Loan Sales

We assist our clients in their efforts to sell all or portions of their commercial real estate debt note portfolios, which can include performing,
non-performing and distressed debt and/or real estate owned properties.

Commercial Loan Servicing

We provide commercial loan servicing (primary and sub-servicing) for life insurance companies, Federal Home Loan Mortgage Corporation
(Freddie Mac), Fannie Mae through strategic relationships with several delegated underwriting and servicing (DUS®) lenders, CMBS
originators, mortgage REITS and debt funds, groups that purchase performing and/or non-performing loans as well as owners who sell
commercial real estate subject to a purchase money mortgage. Additionally, we are a rated CMBS primary and special servicer by Fitch Ratings.
The primary servicer rating reflects our experienced and tenured management and staff and our long history as a commercial mortgage primary
servicer, including with respect to Freddie Mac and CMBS servicing. The special servicer rating is based on our ability to work out, manage and
resolve commercial mortgage loans and real estate owned (REO) assets. We believe our servicing platform, experienced personnel and hands-on
service allow us to maintain close contact with both borrowers and lenders, and as a result, we are often the first point of contact in connection
with refinancing, restructuring or sale of commercial real estate assets. Revenue is earned primarily from servicing fees charged to the lender.
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To avoid potential conflicts, our transaction professionals do not directly share in servicing revenue, eliminating conflicts which can occur with
serviced versus non-serviced lenders, but they can be compensated, in part for this as well as other activities, through the office profit
participation plan, if available and applicable, at the discretion of the office heads in our respective offices. However, throughout the servicing
life of a loan, the transaction professional who originated the loan usually remains the main contact for both the borrower and lender, or the
master and/or special servicer, as the case may be, to assist our servicing group with annual inspections, operating statement reviews and other
major servicing issues affecting a property or properties and in some circumstances, may be compensated for services rendered.

Competition

The commercial real estate services industry, and all of the services that we provide, are highly competitive, and we expect them to remain so.
We compete on a national, regional and local basis as well as on a number of other critical factors, including the quality of our people and client
service, historical track record and expertise and range of services and execution skills, absence of conflicts and business reputation. Depending
on the product or service, we face competition from other international and domestic commercial real estate service providers, institutional
lenders, banks and savings and loans, CMBS conduits, insurance companies, investment banking firms, investment managers and accounting
firms, some of which may have greater financial resources than we do. Top competitors we face on national, regional and local levels include
CBRE Capital Markets, Cushman & Wakefield, Eastdil Secured (owned by Wells Fargo), Jones Lang LaSalle, Colliers, Cassidy Turley,
Northmarq Capital (Marquette) and Berkadia. There are numerous other local and regional competitors in each of the local markets where we
are located as well as the markets in which we do business.

Competition to attract and retain qualified employees is also intense in each of the capital markets services we provide our clients. We compete
by offering what we believe to be competitive compensation packages to our transaction professionals and our other associates as well as
equity-based incentives through our office and firm profit participation plans for key associates who lead our efforts in terms of running our
offices or lead our efforts in each of our capital markets services and product specialties. Our ability to continue to compete effectively will
depend upon our ability to retain, motivate and compensate appropriately our existing transaction professionals and other key associates as well
as our ability to attract new ones, all predicated on finding the most experienced professionals in the market who have the highest integrity, work
ethic and reputation, while fitting into our culture and sharing our philosophy and business practices.

Regulation

Our U.S. broker-dealer subsidiary, HFF Securities, is subject to regulation. HFF Securities is currently registered as a broker-dealer with the
Securities and Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA). HFF Securities is registered as a broker
dealer in 19 states. HFF Securities is subject to regulations governing effectively every aspect of the securities business, including the effecting
of securities transactions, minimum capital requirements, record-keeping and reporting procedures, relationships with customers, experience and
training requirements for certain employees and business procedures with firms that are not subject to regulatory controls. Violation of
applicable regulations can result in the revocation of broker-dealer licenses, the imposition of censures or fines and the suspension, expulsion or
other disciplining of a firm, its officers or employees.

Our broker-dealer subsidiary is also subject to the SEC s uniform net capital rule, Rule 15¢3-1, which may limit our ability to make withdrawals
of capital from our broker-dealer subsidiary. The uniform net capital rule sets the minimum level of net capital a broker-dealer must maintain
and also requires that a portion of its assets be relatively liquid. FINRA may prohibit a member firm from expanding its business or paying cash
dividends if resulting net capital falls below its requirements. In addition, our broker-dealer subsidiary is subject to certain notification
requirements related to withdrawals of excess net capital. The USA Patriot Act of 2001 also imposes obligations regarding the prevention and
detection of money-laundering activities, including the establishment of
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customer due diligence and other compliance policies and procedures, and procedures for customer verification. Failure to comply with these
requirements may result in monetary, regulatory and, in the case of the USA Patriot Act, criminal penalties.

HFF LP is licensed (in some cases, through our employees or its general partner) as a mortgage broker and a real estate broker in multiple
jurisdictions. Generally we are licensed in each state where we have an office as well as where we frequently do business.

Seasonality

We believe our capital markets services revenue is typically seasonal. Historically, we believe during normal economic and capital markets
conditions, this seasonality has caused our revenue, operating income, net income and cash flows from operating activities to be lower in the
first six months of the year and higher in the second half of the year. We believe the concentration of earnings and cash flows in the last six
months of the year has historically been due to an industry-wide focus of clients to complete transactions towards the end of the calendar year.
However, this seasonality did not occur in 2007 or 2008 during the disruptions facing all global capital markets, and in particular the
U.S. commercial real estate markets and this historical pattern of seasonality may or may not continue.

Employees

Our total employment was 574 employees as of December 31, 2012, which represents a 15.3% increase from the December 31, 2011 total
employment of 498 employees.

History

We have grown through the combination of several prominent commercial real estate brokerage firms. Our namesake dates back to Holliday
Fenoglio & Company, which was founded in Houston in 1982. Although our predecessor companies date back to the 1970s, our recent history
began in 1994 when Holliday Fenoglio Dockerty & Gibson, Inc. was purchased by AMRESCO, Inc. to create Holliday Fenoglio Inc. In 1998,
Holliday Fenoglio, Inc. acquired Fowler Goedecke Ellis & O Connor to create Holliday Fenoglio Fowler, L.P. Later that year Holliday Fenoglio
Fowler, L.P. acquired PNS Realty Partners, LP and Vanguard Mortgage.

In March 2000, AMRESCO sold select assets including portions of its commercial mortgage banking businesses, Holliday Fenoglio Fowler,
L.P., to Lend Lease (US) Inc., the U.S. subsidiary of the Australian real estate services company. In June 2003, HFF Holdings completed an
agreement for a management buyout from Lend Lease. In April 2004, we established our broker-dealer subsidiary, HFF Securities L.P.

As previously discussed in  Special Note Regarding the Registrant, in connection with our initial public offering of our Class A common stock in
February 2007, we effected a reorganization of our business. In connection with the Reorganization Transactions, HFF, Inc. was incorporated in
Delaware in November 2006 and became, and continues to be, a holding company holding partnership units in the Operating Partnerships and
all of the outstanding shares of Holliday GP. Following the Reorganization Transaction and prior to August, 31, 2012, HFF Holdings and HFF,
Inc., through their wholly-owned subsidiaries, were the only limited partners of the Operating Partnerships. During the period between
November 30, 2009 and August 31, 2012, HFF Holdings exchanged all of the remaining partnership units that it held in each of the Operating
Partnerships for shares of Class A common stock of the Company pursuant to the Exchange Right. Following such exchanges and continuing
through the filing date of this Annual Report on Form 10-K, HFF, Inc., through its wholly-owned subsidiaries, holds 100% of the partnership
units in the Operating Partnerships and is the only equity holder of the Operating Partnerships.
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Available Information

Our internet website address is www.hfflp.com. The information on our internet website is not incorporated by reference in this Annual Report
on Form 10-K. Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, ownership reports for
insiders and any amendments to these reports filed or furnished with the SEC pursuant to Section 13(a) and 15(a) of the Securities Exchange Act
of 1934, as amended, are available free of charge through our internet website as soon as reasonably practicable after filing with the SEC.
Additionally, we make available free of charge on our internet website:

our Code of Conduct and Ethics;

the charter of the Nominating and Corporate Governing Committee of our Board of Directors;

the charter of the Compensation Committee of our Board of Directors;

the charter of the Audit Committee of our Board of Directors; and

our Corporate Governance Guidelines.

Item 1A.  Risk Factors

Investing in our securities involves a high degree of risk. You should consider carefully the following risk factors and the other information in
this Annual Report on Form 10-K, including our consolidated financial statements and related notes, before making any investment decisions
regarding our securities. If any of the following risks actually occur, our business, financial condition and operating results could be adversely
affected. As a result, the trading price of our securities could decline and you may lose part or all of your investment.

Risks Related to Our Business

General economic conditions and commercial real estate market conditions, both globally and domestically, have had and may in the future
have a negative impact on our business.

We have experienced, in 2010, 2009, 2008 and previous years, and expect in the future to be negatively impacted by, periods of economic
slowdowns, recessions and disruptions in the capital markets; credit and liquidity issues in the global and domestic capital markets, including
international, national, regional and local markets; and corresponding declines in the demand for commercial real estate and related services
within one or more of the markets in which we operate. Historically, commercial real estate markets, and in particular the U.S. commercial real
estate market, have tended to be cyclical and related to the flow of capital to the sector, the condition of the economy as a whole and to the
perceptions and confidence of the market participants as to the relevant economic outlook. Negative economic conditions, changes in interest
rates, credit and liquidity issues in the global and domestic capital markets, disruptions in capital markets and/or declines in the demand for
commercial real estate and related services in international or domestic markets or in significant markets in which we do business, have had and
could have in the future a material adverse effect on our business, results of operations and/or financial condition, as listed below. Since the
latter half of 2009, there has been an improvement in the U.S. stock markets as well as, in certain instances, increasing confidence and
stabilization in domestic and foreign economies as well as in select tier one markets for select high quality core assets. However, we can give no
assurance that the improvements in the U.S. commercial real estate market are sustainable.

For example:
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Slowdowns in economic activity and/or disruptions in capital markets could cause tenant demand for space to decline, which would
adversely affect the operation and income of commercial real estate properties and thereby affect investor demand and the supply of
capital for debt and equity investments in commercial real estate.
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Declines in the regional or local demand for commercial real estate, or significant disruptions in other segments of the real estate
markets and/or capital markets, could adversely affect our results of operations. During 2012, approximately 25.4%, 13.2%, 6.5%,
5.4%, 5.2%, 5.0% and 6.1% of our capital markets services revenues was derived from transactions involving commercial real estate
located in Texas, California, Florida, Massachusetts, New York, Illinois, and the region consisting of the District of Columbia,
Maryland and Virginia, respectively. As a result, a significant portion of our business is dependent on the economic conditions in
general and in certain markets for commercial real estate such as in these areas, which, like other commercial real estate markets, have
experienced price volatility or economic downturns in the past.

Global and domestic credit and liquidity issues, significant fluctuations in interest rates as well as steady and protracted increases or
decreases of interest rates could adversely affect the operation and income of commercial real estate properties as well as the demand
from investors for commercial real estate investments. Any of these events could adversely affect investor demand and the supply of
capital for debt and equity investments in commercial real estate. In particular, the lack of debt and/or equity for commercial real estate
transactions, the resulting re-pricing of debt and equity risk and/or increased/decreased interest rates may reduce the number of
acquisitions, dispositions and loan originations, as well as the respective transaction volumes. These factors and events could also cause
prices to decrease due to the reduced amount of financing available as well as the increased cost of obtaining financing, and could lead
to a decrease in purchase and sale activity.

Significant disruptions or changes in capital market flows, as well as credit and liquidity issues in the global and domestic capital
markets, regardless of their duration, could adversely affect the supply of and demand for capital from investors for commercial real
estate investments. Changes in the perception that commercial real estate is an accepted asset class for portfolio diversification could
also result in a significant reduction in the amount of debt and equity capital available in the commercial real estate sector.
These and other types of events could lead to a further decline in transaction activity as well as a decrease in values, which would likely in turn
lead to a reduction in fees and commissions relating to such transactions. These effects would likely cause us to realize lower revenues from our
transaction service fees, including debt placement fees and investment sales commissions, which fees usually are tied to the transaction value
and are payable upon the successful completion of a particular transaction Such declines in transaction activity and value would likely also
significantly reduce our loan servicing activities and revenues as a result of increased delinquencies and defaults on the loans we service and the
lack of additional loans that we would have otherwise added to our servicing portfolio.

In addition, cyclicality in the commercial real estate markets may result in cyclicality in our results of operation as well as significant volatility
in the market price of our Class A common stock. Similar to other providers of commercial real estate and capital markets services, the stock
price of our Class A common stock has had significant declines and fluctuations in the past and may decline in the future.

Our business has been and may continue to be adversely affected by recent restrictions in the availability of debt and/or equity capital as well
as the lack of adequate credit and the risk of deterioration of the debt and/or credit markets and commercial real estate markets.

Restrictions on the availability of capital, both debt and/or equity, can create significant reductions in the liquidity and flow of capital to the
commercial real estate markets. Severe restrictions in debt and/or equity liquidity as well as the lack of the availability of credit in the markets
we service in 2010, 2009 and 2008 significantly reduced the volume and pace of commercial real estate transactions compared with past periods.
These restrictions also had a general negative effect upon commercial real estate prices themselves. Our business of providing commercial real
estate and capital markets services to our clients, who are both users and providers of capital, is particularly sensitive to the volume of activity
and pricing in the commercial real estate market. In
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particular, global and domestic credit and liquidity issues reduced the number of acquisitions, dispositions and loan originations in 2010, 2009
and 2008, compared to prior periods, which may also occur into the future. This has had, and may have in the future, a significant adverse effect
on our capital markets services revenues.

Despite the general improvement in the U.S. stock markets that started in the second half of 2009, global and domestic credit restrictions and
market uncertainties continue and we cannot predict with any degree of certainty the magnitude or duration of the recent developments in the
credit markets and/or commercial real estate markets as it is inherently difficult to make accurate predictions with respect to such
macroeconomic movements that are beyond our control. This uncertainty limits our ability to plan for future developments. In addition, the
uncertainty regarding current market conditions may limit the ability of other participants in the credit markets and/or commercial real estate
markets to plan for the future. As a result, market participants may act more conservatively than they might in a stabilized market, which may
perpetuate and amplify the adverse developments in the markets we service. While business opportunities may emerge from assisting clients
with transactions relating to distressed commercial real estate assets, there can be no assurance that the volume of such transactions will be
sufficient to meaningfully offset the declines in transaction volumes within the overall commercial real estate market.

If we are unable to retain and attract qualified and experienced transaction professionals and associates, our growth may be limited and our
business and operating results could suffer.

Our most important asset is our people, and our continued success is highly dependent upon the efforts of our transaction professionals and other
associates, including our analysts and production coordinators as well as our key servicing and company overhead support associates. Our
transaction professionals generate a significant majority of our revenues. If any of these key transaction professionals or other important
associates leave, or if we lose a significant number of transaction professionals, or if we are unable to attract other qualified transaction
professionals, our business, financial condition and results of operations may suffer. We have experienced in the past, and expect to experience
in the future, the negative impact of the inability to retain and attract associates, analysts and experienced transaction professionals. Additionally,
such events may have a disproportionate adverse effect on our operations if the senior most experienced transaction professionals do not remain
with us or if these events occur in geographic areas where substantial amounts of our capital markets services revenues are generated. Moreover,
because a significant portion of the compensation paid to our transaction professionals consists of commissions, in general our transaction
professionals receive significantly less compensation at times when we have substantial declines in our capital markets services revenues, and
may therefore have less incentive to remain with the Company during such challenging periods.

We use a combination of cash compensation, equity, equity-based incentives and other employee benefits rather than solely cash compensation
to motivate and retain our transaction professionals. Our compensation mechanisms may not be effective, however, if the market price of our
Class A common stock experiences significant declines such as what occurred during 2008 and 2009. Even if we are able to retain our most
valuable transaction professionals, we may not be able to retain them at compensation levels that will allow us to achieve our target ratio of
compensation expense to operating revenue.

In addition, our competitors may attempt to recruit our transaction professionals. The employment arrangements, non-competition agreements
and retention agreements we have entered into with members of HFF Holdings or may enter into with our key associates may not prevent our
transaction professionals and other key associates from resigning or competing against us. Any such arrangements and agreements have expired
for some members of HFF Holdings and will expire after a certain period of time for other members of HFF Holdings, at which point each such
person would be free to compete against us and solicit our clients and employees. In particular, non-competition agreements entered into with 29
of our transaction professionals (including our Chief Executive Officer and two other inside directors), who consist of the majority of the
members of HFF Holdings, terminate on the earlier of March 2015 or two years following the termination of a member s services with us. We
may not be able or attempt to renew these agreements and/or we may not want to renew these agreements prior to their expiration. Additionally,
we currently do not have employment agreements with certain other key associates and there is no assurance that we will be able to retain their
services.
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A significant component of our growth has also occurred through the recruiting, hiring and retention of key experienced transaction
professionals as well as through the recruiting, hiring and retention of associates who have subsequently become transaction professionals. Any
future growth through recruiting these types of transaction professionals and associates will be partially dependent upon the continued
availability of attractive candidates fitting the culture of our firm at advantageous employment terms and conditions. However, individuals
whom we would like to hire may not be available upon advantageous employment terms and conditions. In addition, the hiring of new personnel
involves risks that the persons acquired will not perform in accordance with expectations and that business judgments concerning the value,
strengths and weaknesses of persons acquired will prove incorrect.

Negative developments in the business of certain of our clients or counterparties could adversely affect our results of operation and financial
condition.

Our clients are both users of capital, such as property owners, and providers of capital, such as lenders and equity investors. Defaults or
non-performance by, or even rumors or questions about, one or more financial services institutions, or the financial services industry generally,
have led to market-wide liquidity crises and could lead to losses or defaults by one or more of our clients, which, in turn, could have a material
adverse effect on our results of operations and financial condition. In addition, a client may fail to make payments when due, become insolvent
or declare bankruptcy. Any client bankruptcy or insolvency or the failure of any client to make payments when due could result in material
losses to our company. In particular, if any of our significant clients becomes insolvent or suffers a downturn in its business, it may seriously
harm our business. While in 2012 and 2011 no one borrower or no one seller client represented more than 1% of our total capital markets
services revenues, bankruptcy filings by or relating to one of our clients could delay or bar us from collecting pre-bankruptcy debts from that
client.

The bankruptcy or insolvency of a significant counterparty (which may include co-brokers, lenders including but not limited to Freddie Mac
and/or FNMA which are in conservatorship, insurance companies, banks, hedging counterparties, service providers or other organizations with
which we do business), or the failure of any significant counterparty to perform its contractual commitments, may also result in a disruption to
our business or material losses to our company.

We have numerous significant competitors and potential future competitors, some of which may have greater resources than we do, and we
may not be able to continue to compete effectively.

We compete across a variety of businesses within the commercial real estate industry. In general, with respect to each of our businesses, we
cannot give assurance that we will be able to continue to compete effectively or maintain our current fee arrangements or margin levels or that
we will not encounter increased competition. Each of the services we provide to our clients is highly competitive on an international, national,
regional and local level. Depending on the product or service, we face competition from international and domestic groups, commercial real
estate service providers, private owners and developers, institutional lenders, insurance companies banks, CMBS originators, debt funds, hedge
funds, investment banking firms, investment managers and accounting firms, some of whom are clients and many of whom may have greater
financial resources than we do. In addition, future changes in laws and regulations could lead to the entry of other competitors. Many of our
competitors are local, regional, national or international firms. Although some are substantially smaller than we are, some of these competitors
are significantly larger on a local, regional, national or international basis. We may face increased competition from even stronger competitors in
the future due to a trend toward consolidation, especially in times of severe economic stress such as what we experienced in 2008 through 2010.
In recent years, there has been substantial consolidation and convergence among companies in our industry. Our existing and future competitors
may choose to undercut our fees, increase the levels of compensation they are willing to pay to their employees and either recruit our employees
or cause us to increase our level of compensation necessary to retain our own employees or recruit new employees. These occurrences could
cause our revenue to decrease or negatively impact our target ratio of compensation to operating revenue, both of which could have an adverse
effect on our business, financial condition and results of operations.

13

Table of Contents 20



Edgar Filing: HFF, Inc. - Form 10-K

Table of Conten

Our business could be hurt if we are unable to retain our business philosophy and partnership culture and efforts to retain our philosophy
and culture could adversely affect our ability to maintain and grow our business.

We are deeply committed to maintaining the philosophy and culture which we have built. Our Mission and Vision Statement defines our
business philosophy as well as the emphasis that we place on our clients, our people and our culture. We seek to reinforce to each of our
associates our commitment to our clients, our culture and values by sharing with everyone in the firm what is expected from each of them. We
strive to maintain a work environment that reinforces our owner-operator culture and the collaboration, motivation, alignment of interests and
sense of ownership and reward associates based on their value-added performance who adhere to this culture. Our status as a public company,
including potential changes in our compensation structure, could adversely affect this culture. If we do not continue to develop and implement
the right processes, tools and appropriate compensation for our associates in order to manage our changing enterprise and maintain this culture,
our ability to compete successfully and achieve our business objectives could be impaired, which could negatively impact our business, financial
condition and results of operations.

In addition, in an effort to preserve our strong partnership culture, our process for hiring new transaction professionals is lengthy and highly
selective. In the past, we have interviewed a significant number of individuals for each transaction professional that we hired, and we have in the
past and may in the future subordinate our growth plans to our objective of hiring transaction professionals whom we think will adhere to and
contribute to our culture. Our ability to maintain and grow our business could suffer if we are not able to identify, hire and retain new transaction
professionals meeting our high standards, which could negatively impact our business, financial condition and results of operations.

In the event that we experience significant growth in the future, such growth may be difficult to sustain and may place significant demands
on our administrative, operational and financial resources.
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