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OATH OR AFFIRMATION

I, GEORGE M. RUSSO , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

HFF SECURITIES, LP , as
of DECEMBER, 31 ,20 11, are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

) " A ‘/\\
.~~~ Signature

FINANCIAL OPERATIONS, PRINCIPAL

Title

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
$ (1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
FR. (n) Areportdescribing any material inadequacies

ORORBRONBEBREEA

O

found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




CALIFORNIA JURAT WITH AFFIANT STATE NT . GOVERNMENT CODE § 8202

AV A AV AL AR,

A

™ See Attached Document (Notary to cross out lines 1-6 below)
(] See Statement Below (Lines 1-6 to be completed only by document signer(s], not Notary)

9.

R

.

(SN SN SN O

9

8.

S,

X

Signature of Document Signer No. 1 Signature of Document Signer No. 2 (if any)
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| Report of Independent Accountants on Applying Agreed-Upon Procedures

The Partners
HFF Securities L.P.

. We have performed the procedures enumerated below, which were agreed to by the Partners and
management of HFF Securities L.P. (the “Partnership™), the Securities Investor Protection
Corporation (SIPC), the Securities and Exchange Commission, and the Financial Industry
Regulatory Authority, in accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of
1934. We performed the procedures solely to assist the specified parties in evaluating the
Partnership’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7) for the fiscal period from January 1, 2011 through December 31,
2011 covered by the Form SIPC-7. The Partnerhsip’s management is responsible for the
Partnership’s compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose.

" The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
record entries including the check copy from the operating bank account.

There were no findings as a result of our procedures.

2. Compared the amounts reported on the aundited Form X-17 A-5 with the amounts reported in
Form SIPC-7 for the fiscal period from January 1, 2011 through December 31, 2011.

There were no findings as a result of our procedures.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers. :

There were no findings as a result of our procedures.

4. Proved the arithmetical accuracy of the calcmlatidns reflected in Form SIPC-7 and in the
related supporting schedules and working papers supporting the adjustments.

There were no findings as a result of our procedures

A member firm of Ernst & Young Global Limited
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5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed. '

There were no findings as a result of our procedures.

We were not engaged to and did not conduct an examination, the objective of which would be
the expression of an opinion on compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7) for the fiscal period from January 1, 2011 through
December 31, 2011. Accordingly, we do not express such an opinion. Had we performed

additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the specified parties listed above and
is not intended to be and should not be used by anyone other than these specified parties.

St ¥ LLP

February 24, 2012

A member firm of Ernst & Young Global Limited
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Statement of Financial Condition
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Report of Independent Registered Public Accounting Firm

The Partners
HFF Securities L.P.

We have audited the accompanying statement of financial condition of HFF Securities L.P. (the
Partnership) as of December 31, 2011. This statement of financial condition is the responsibility
of the Partnership’s management. Our responsibility is to express an opinion on this statement of
financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. We were not
engaged to perform an audit of the Partnership’s internal control over financial reporting. Our
audit included consideration of 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 Partnership’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of HFF Securities L.P. at December 31, 2011, in

conformity with U.S. generally accepted accounting principles.
é/vmﬂf ¥ MLL?

February 24, 2012

1201-1325503 1
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HFF Securities L.P.
Statement of Financial Condition

December 31, 2011

Assets

Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Other receivables

Total current assets

Property and equipment, net of accumulated
depreciation of $18,134
FINRA license

Liabilities and partners’ capital

Current liabilities:
Accounts payable and accrued liabilities
Accrued compensation
Payable to affiliates, net

Total liabilities

Partners’ capital:
General partner’s capital (1 partnership unit)

Limited partners’ capital (99 partnership units)
Total partners’ capital

See accompanying notes.

1201-1325503

5,997,191
7,462
88,499
100,000

6,193,152

2,541
99,617

6.295310

72,408
436,138
2,766,534

3,275,080

30,202
2,990,028

3,020,230

6,295.310




HFF Securities L.P.

Notes to Statement of Financial Condition

December 31, 2011

1. Organization

HFF Securities L.P. (the Partnership) is a broker-dealer that performs private placements of
securities by raising equity capital from institutional investors for discretionary, commingled real
estate funds to execute real estate acquisitions, recapitalizations, developments, debt investments,
and other real estate-related strategies. As such, the Partnership’s operations are impacted by the
availability of credit in the market and capital flows into the real estate sector. The Partnership
may also provide other investment banking and advisory services on various project or entity-
Jevel strategic assignments such as mergers and acquisitions, sales and divestitures,
recapitalizations and restructurings, privatizations, management buyouts, and arranging joint
ventures for specific real estate strategies.

The Partnership is an affiliate of a financial intermediary and advisor in the commercial real
estate industry that has locations in 20 major cities nationwide. The Partnership shares office
space with the affiliate in its Los Angeles, California office. In addition to its core business, the
Partnership earns fees for referring clients to the affiliate.

The Partnership was formed as a Delaware limited partnership and shall continue through
April 2054 unless dissolved earlier by voluntary agreement of the partners or by any other act
constituting dissolution under applicable law.

Capital contributions may be required only with the consent of the partners. Distributions of net
cash flow (as defined) are made at the sole discretion of the General Partner. None of the
partners may. withdraw from the Partnership without the consent of the other partners.

In February 2007, 44% of the Partnership’s partnership units and 100% of the General Partner’s
shares (whose assets included 1% of the Partnership’s partnership units) were sold to an entity
that was formed for the purpose of acquiring partnership interests in the Partnership and
partnership interests in an affiliate. As a result of this transaction, the Partnership has two
ultimate parent affiliates, HFF, Inc. (a Securities and Exchange Commission (SEC) registrant)
and HFF Holdings (a limited liability company).

At February 2007, HFF Holdings beneficially owned 20,355,000 partnership units in the
Partnership and an affiliate (the Operating Partnerships). Pursuant to the terms of HFF, Inc.’s
amended and restated certificate of incorporation, the members of HFF Holdings can from time
to time exchange their partnership units in the Operating Partnerships for shares of HFF, Inc.’s
Class A common stock on the basis of two partnership units, one for each Operating Partnership,
for one share of Class A common stock, subject to customary conversion rate adjustments for
stock splits, stock dividends, and reclassifications (the Exchange Right).

1201-1325503 3



HEFF Securities L.P.

Notes to Statement of Financial Condition (continued)

1. Organization (continued)

The following table reflects the exchangeability of HFF Holdings’ rights to exchange its
partnership units in the Operating Partnerships for shares of HFF, Inc.’s Class A common stock,
pursuant to contractual provisions in the HFF Holdings operating agreement. However, these
contractual provisions may be waived, amended, or terminated by a vote of the members holding
65% of the interests of HFF Holdings following consultation with HFF, Inc.’s Board of
Directors. Notwithstanding the foregoing, HFF, Inc.’s amended and restated certificate of
incorporation provides that no holder of Operating Partnership units is entitled to exchange its
Operating Partnership units for shares of Class A common stock if such exchange would be
prohibited under applicable federal or state securities laws or regulations.

Original Exchange Rights
Following the Reorganization Reflects the June 2010 Modification
Transactions of the Exchange Rights
Number of HFF
Holdings’ Percentage of
Partpership  Percentage of Number of HFF Holdings’
Units in the HFF Holdings®  Number of Additional Remaining
Operating Partnership Shares of Shares of Partnership
Partperships  Units in the Class A Class A Units in the
Available for Operating  Common Stock Common Stock ~ Operating
Exchange as a  Partnerships Exchanged Expected to  Partnerships
Result of the Becoming Through Become Becoming
Reorganization  Eligible for December 31, Available for  Eligible for
Transactions Exchange 2011 Exchange Exchange
Exchangeability date:
January 31, 2009 5,088,750 25% 5,088,750 - %
January 31, 2010 5,088,750 25 5,088,750 - -
January 31, 2011 5,088,750 25 5,063,307 25,443 3
January 31, 2012 5,088,750 25 4,117,104 971,646 97
Total 20,355,000 100% 19,357,911 997,089 100%

Under the terms of the Exchange Right put in place in connection with the Reorganization
Transactions, beginning in February 2009, HFF Holdings had the right to exchange 25% of its
partnership units, with an additional 25% becoming available for exchange each year thereafter.
However, these contractual provisions could be waived, amended, or terminated by the members
of HFF Holdings following consultation with HFF, Inc.’s Board of Directors.

1201-1325503



HFF Securities L.P.

Notes to Statement of Financial Condition (continued)

1. Organization (continued)

In June 2010, after consultation with HFF, Inc.’s Board of Directors, the members of HFF
Holdings agreed to modify the Exchange Right so as to permit certain participating members of
HFF Holdings to exchange all of their partnership units in the Operating Partnerships that
corresponded to certain participating members’ interests in HFF Holdings for shares of Class A
common stock. The participating members of HFF Holdings were then entitled to redeem all of
their respective membership units in HFF Holdings for such shares of Class A common stock.
This modification was conditioned upon each participating member’s agreement to extend the
term of his or her existing noncompetition and nonsolicitation agreement to March 2015 and the
imposition of resale restrictions on a portion of his or her shares of Class A common stock
received pursuant to the Exchange Right exercise. Members choosing not to participate in the
modification of the Exchange Right continued to be subject to their existing noncompetition and
nonsolicitation agreements and the Exchange Right restrictions that were effective at the time of
the initial public offering.

At December 31, 2011, 19,357,911 partnership units in each of the Operating Partnerships
beneficially owned by HFF Holdings immediately following the Reorganization Transactions
had been exchanged for shares of HEF, Inc.’s Class A common stock pursuant to the Exchange
Right. After giving effect to the exchanges, HFF, Inc. owned 97.3% and HFF Holdings owned
2.7% of the Operating Partnerships at December 31, 2011.

As of February 24, 2012, requests for the exchange of an additional 839,947 partnership units
had been made by HFF Holdings. Once these exchanges occur, HFF, Inc. will own 99.6% and
HFF Holdings will own 0.4% of the Operating Partnerships.

2. Summary of Significant Accounting Policies

Concentration of Credit Risk

The Partnership’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash. The Partnership places its cash with financial institutions in amounts that at
times exceed the Federal Deposit Insurance Corporation insurance limit. The Partnership has not

experienced any losses in such accounts and does not believe it is exposed to any significant
credit risk on cash.

1201-1325503 5




HFF Securities L.P.

Notes to Statement of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
Cash and Cash Equivalents

Cash and cash equivalents include cash in bank accounts and short-term investments with
original maturities of three months or less.

Property and Equipment

Property and equipment are recorded at cost and depreciated over their estimated useful lives
using the straight-line method. The principal estimated useful lives are three to seven years for
furniture and equipment and three years for software.

Expenditures for routine maintenance and repairs are charged to expense when incurred.
Renewals and betterments that substantially extend the useful life of an asset are capitalized.

Intangible Asset

The Partnership has recognized an intangible asset in the amount of $99,617 for the costs of
obtaining a Financial Industry Regulatory Authority (FINRA) license as a broker-dealer. The
license is determined to have an indefinite useful economic life and is, therefore, not being
amortized. The Partnership periodically evaluates the carrying value of its intangible asset to
determine whether events and circumstances indicate that impairment in value may have
occurred.

Income Taxes

The Partnership is organized as a limited partnership under the laws of the state of Delaware.
Under those provisions, the income and expenses of the Partnership are passed through and
reported on the partners’ individual income tax returns. Accordingly, no income taxes are
reported in the accompanying financial statements.

1201-1325503 6




HFF Securities L.P.

Notes to Statement of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)

The Partnership is subject to the provisions of the Financial Accounting Standards Board
(FASB) ASC 740-10, Accounting for Uncertainty in Income Taxes. This standard establishes
consistent thresholds as it relates to accounting for income taxes. It defines the threshold for
recognizing the benefits of tax-return positions in the financial statements as “more likely than
not” to be sustained by the taxing authority and requires measurement of a tax position meeting
the more-likely-than-not criterion, based on the largest benefit that is more than 50% likely to be
realized. As part of its implementation for the fiscal year beginning January 1, 2010 and for the
year ended December 31, 2011, management analyzed the Partnership’s inventory of tax
positions taken with respect to all applicable income tax issues for all open tax years (in each
respective jurisdiction), and concluded that no provision for income tax is required in the
Partnership’s financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements. Actual results could differ from those estimates.

3. Net Capital Requirement

The Partnership is subject to the SEC’s Uniform Net Capital Rule (Rule 15¢3-1), which requires
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, not exceed 15 to 1. At December 31, 2011, the Partnership’s net
capital ratio was 1.2 to 1.0. At December 31, 2011, the Partnership had net capital of $2,653,390,
which was $2,435,051 in excess of its required minimum net capital of $218,339.

1201-1325503 7




HFF Securities L.P.

Notes to Statement of Financial Condition (continued)

4. Property and Equipment

Property and equipment consist of the following at December 31, 2011:

Furniture and equipment $ 16,295
Capitalized software costs 4,380
Subtotal 20,675
Less accumulated depreciation and amortization (18,134)
$ 2,541

5. Related-Party Transactions

During 2011, the Partnership engaged in related-party transactions with its public company
parent affiliate and its commercial real estate financial intermediary affiliate as more fully
described below.

During 2011, the Partnership was allocated $9,996 in share-based compensation expense from
HFF, Inc. related to restricted stock awards in Class A common stock of HFF, Inc. awarded to
employees of the Partnership. The fair value of the awards is calculated as the market value of
HFF, Inc.’s Class A common stock on the date of grant. The awards are subject to graded
vesting. Additionally, during 2011 the Partnership was allocated $131,961 in share-based
compensation expense from HFF, Inc. related to the issuance of restricted stock awards in
Class A common stock of HFF, Inc. awarded to employees of the Partnership. These awards are
accounted for as liabilities and are subject to cliff vesting if certain conditions are met. The fair
value of the liability awards is calculated based on the market value of HFF, Inc.’s Class A
common stock as of each reporting date and expensed ratably over the requisite service period.
The restricted stock awards subject to graded vesting and cliff vesting include an estimate for
forfeitures, which is adjusted on a periodic basis based on actual forfeiture activity. During 2011,
the Partnership paid payroll expenses primarily related to the restricted stock awards in the
amount of $3,204. At December 31, 2011, $850,118 is due to this parent affiliate from the
Partnership, which amount relates primarily to share-based compensation expense.

1201-1325503 8




HFF Securities L.P.

Notes to Statement of Financial Condition (continued)

5. Related-Party Transactions (continued)

During 2011, the Partnership was allocated $328,147 in expenses for office space and
administrative services that it shares with an affiliate and $628,155 in expenses for professional
service fees. The Partnership incurred $47,412 in consulting fee expenses relating to consulting
services rendered by this affiliate on placement transactions. Regarding cash payments and
receipts, this affiliate paid $229,708 of employee-benefit related expenses and a net $24,965 of
miscellaneous operating expenses on behalf of the Partnership during the year. This affiliate also
collected $85,951 in placement and other fees on behalf of the Partnership. A net balance of
$1,916,416 is due to the affiliate from the Partnership at December 31, 2011. The December 31,
2011 balance relates primarily to office, general, and professional fee expenses paid by the
affiliate, which amount is partially offset by placement fees collected by the affiliate.

6. Legal Proceedings and Claims

The Partnership is subject to certain legal proceedings and claims arising out of the conduct of its
business. In accordance with ASC 450, Contingencies, a reserve for estimated losses is recorded
when the amount is probable and can be reasonably estimated. If a range of possible loss exists,
the Partnership records the accrual at the low end of the range. The Partnership does not believe
that any pending legal proceedings will have a material impact on the Partnership’s financial
condition or results of operations.

7. Subsequent Events

The Partnership has evaluated subsequent events through February 24, 2012, the date on which
these financial statements were issued.

1201-1325503




Ernst & Young LLP
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About Ernst & Young

Ernst & Young is a global leader in assurance,

tax, transaction and advisory services.

Worldwide, our 141,000 people are united by

our shared values and an unwavering commitment to
quality. We make a difference by helping our people, our

clients and our wider communities achieve their potential.

For more information, please visit www.ey.com.

Ernst & Young refers to the global organization

of member firms of Ernst & Young Global Limited,
each of which is a separate legal entity.

Ernst & Young Global Limited, a UK company
limited by guarantee, does not pravide services
to clients. This Report has been prepared by
Ernst & Young LLP, a client serving member firm
located in the United States.
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