Dohrmann: How did Legacy get
started?
DiRaimondo: The roots of the
company go back nearly 40 years
to the late 1960s, when Preston
Butcher moved from Texas to the
San Francisco Bay Area to develop
apartments on behalf of Lincoln
Property Co. in partnership with
Mack Pogue and Trammell Crow.
The commercial group, which
encompasses office, R&D and
warehouse, came into being about
four years later. At that time we
were your prototypical developer.
We developed assets and, for the
most part, hung onto them in joint
ventures with life companies or
syndicates. It was a build-to-hold
program. Today, we don’t emphasize the fact that we’re developers because, candidly, we have
morphed away from that — at
least in the commercial company.
The commercial company is now
an investment manager rather than
a developer.
Dohrmann: Why did you transition away from development?
DiRaimondo: You can really only
prudently develop through 15 percent to 20 percent of the cycle.
So if we wanted to be in business
across the continuum of the cycle,
we had to figure out something
else to do for the other 85 percent
to 90 percent of the time. That led
us into buying real estate and playing strategies based upon where
we are in the real estate cycle.
Dohrmann: Why did you go
into investment management?
DiRaimondo: As we came into
this cycle around 2002, we came
to the realization that we wanted
to control our own destiny. Historically, we’d find a piece of real
estate and then find the money.
In the past few years, we realized
that we did not want to be reliant
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on other investment managers and
advisers to capitalize our real estate
needs. We’ve been in business a
long time, and we knew we had
the infrastructure and reporting
platforms to deal directly with the
investors, and it’s worked out well.
Dohrmann: Do you still do any
developing?
DiRaimondo: We do some, but it
makes up less than 10 percent of
our investment equity. When we
do a development deal, for example, we’ll invest 25 percent of the
equity from our fund and we’ll go
out and find a joint venture partner to put up the rest, and then
we’ll generate a promote structure
off that, which flows through to
the fund. This, in effect, provides a
reverse engineering of the dreaded
double promote structure back to
our investors.
Dohrmann: Wher e ar e you
focused geographically?
DiRaimondo: Up through the
early ’90s, we were in all the
western region markets. About 15
years ago, we consolidated into
four primary markets: Seattle,
Northern California, Southern California and Denver. So the focus
has become more concentrated as
opposed to expanded.
Dohrmann: Why did you decide
to concentrate?
DiRaimondo: Because we’re
operators. If you’re an operator, where you’re doing all the
heavy lifting in between the buying and the selling, you’re in the
value game. We’re paid to grow
NOIs and create value, which
means that we’re actually doing

something at the real estate level
— whether it’s rehabbing the
buildings, building the buildings,
leasing the buildings and the like
— and we found that trying to be
everything to everyone everywhere
was really dilutive to the operator
model. Concentrating our efforts
into areas where we could build
significant locally based teams to
do the work at the real estate level
was a much more efficient model.
And the model has worked for us.
We see no reason to expand outside of these four markets.
Dohrmann: Why did you
choose those markets?
DiRaimondo: First of all, we concentrated in markets where we
wanted to live, which is important.
But also, we looked for markets
with the most volatility. We’re in
the value-add game, and value is
usually added when the markets
are transitioning from good to bad
or bad to good, as the case may
be. So we concentrated in the
markets that were big enough to
house self-sustaining industries, as
well as those where you saw the
most volatility, such as technologybased areas. That’s usually where
the lion’s share of the growth and
contraction happens.
Dohr mann: When you say
value-added, what specifically do
you mean?
DiRaimondo: In my mind, valueadded is all about growing NOI.
It’s about taking broken cash flows
and fixing them. It might involve
leasing; it might involve repositioning the building by modernizing it;
it might involve putting in all new
common areas — but ultimately
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it’s about growing NOI. You find
opportunities where you think
you can grow the NOI because
you’ve got undermanaged assets,
undermarketed assets, mispositioned assets and the like. We fix
the assets and grow the NOI.
Dohrmann: Over the next 12 to
36 months, where do you see the
opportunities in the markets in
which you’re operating?
DiRaimondo: I think you’re
going to see significant rent
growth over the next 24 to 36
months in all these markets. If
you look at new supply relative to
cycles past, the new supply is very
marginal relative to what you’ve
seen historically. From what we’re
seeing now, lack of new supply
is starting to force rents in many
markets up to and beyond historical highs. And I think you’re
going to continue to see that rent
growth. The demand metrics are
very good, and the supply metrics
are also very good — as in, lack
thereof. Now, as you’re aware,
what usually blows up real estate
cycles is oversupply. Generally 70
percent or 80 percent of the problem is oversupply; 20 percent to
30 percent of the problem is that
your demand metrics move away
from you.
Dohrmann: Is there some vulnerability to demand contraction that would slow down your
projections for rent growth over
the next three to five years?
DiRaimondo: There’s always that
risk. But what we see right now is
that the demand metrics are very
good, and even if it does slow
down there’s not enough new
supply being built such that your
vacancy rates are going to go up.
I think vacancy rates are going to
continue to contract, even with
slower net absorption.
Dohrmann: What are some of
the competitive advantages that
you bring to investors?
DiRaimondo: Number one, we’re
local. All of our acquisitions people live in the communities that
they’re playing in, which means
we know the sellers, the buyers, the brokers and the tenants.
We’ve been operating in these
markets for 30 or 40 years, and
the fact is, this is a relationship

business, as everyone knows.
Secondly, we are a small enough
group where our processes are
fairly streamlined. We can move
very quickly, and speed is probably more important than anything in the transactions market
today. Thirdly, and maybe most
importantly, we are an operator.
We understand the business, not
just from the standpoint of buying
and selling, but how to fix real
estate. And finally, a lot of our
current investors have invested
through us because we’ve been
through good times and bad as
a team. It’s hard to find a team
that’s been intact for 30 or 40
years. People that invest with us
understand that it’s a cyclic environment. You’ve got good times
and you’ve got bad times. Anyone
can make money in good times.
What tests your mettle is how you
do in bad times, and we’ve been
through enough bad times as a
team to know what to do when
the market turns — which it will
at some time.
Dohrmann: How have you managed to stay together for so long?
DiRaimondo: The people who
work at Legacy love what they do.
How we do things and the pace
that we run at internally is not for
everyone. We look for individuals
who are willing to work hard, and
willing to run fast, and who thrive
in an environment of change. We

start people at the bottom and
move them around as they learn.
Most of the senior people in our
organization came up through the
property management side, which
I think is the core to understanding how real estate works. People
know right away if there is a good
fit. If there is, they tend to stay for
many years.
Dohrmann: Now you’re operating at a fiduciary capacity, and
what does that mean to you?
DiRaimondo: We’ve viewed ourselves as a fiduciary long before
we became investment managers.
Our joint partnership relationships
run 20 years deep. When you
develop these long-term partnership relationships, you are acting
as a fiduciary. Being a fiduciary
simply means thinking like an
owner and doing what is right
for your investors as opposed to
doing what is right for us. When
you step back and think about
what the right thing is, it’s usually
a pretty simple answer. We make
sure that all our people are thinking about what is the right thing to
do on behalf of our investors.
Dohrmann: What is the future
of Legacy Partners?
DiRaimondo: We’re thinking
about the long term and not about
the next fund. We’ve structured
the firm as an evergreen company, and we’re actively growing
the business. v
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