
 

 

 

 

Portfolio Media. Inc. | 860 Broadway, 6th Floor | New York, NY 10003 | www.law360.com 
Phone: +1 646 783 7100 | Fax: +1 646 783 7161 | customerservice@law360.com 

  

Sealing The Deal: Orrick Aids Google's $3.2B Nest Labs Buy 

By Linda Chiem 

Law360, New York (March 06, 2014, 1:39 PM ET) -- In guiding Google Inc.'s $3.2 billion acquisition in 
January of high-tech household products maker Nest Labs Inc., Orrick Herrington & Sutcliffe LLP crafted 
a deal allowing Nest to accelerate its growth and giving Google firmer footing in the revolutionary 
consumer goods market. 
 
Orrick global Chairman and CEO Mitch Zuklie and Silicon Valley mergers and acquisitions and private 
equity partner Mark Seneca led a team of attorneys representing Nest as it courted a buyer for its 
burgeoning, yet barely 4-year-old, business centered around Internet-connected "smart" thermostats 
and smoke alarms. California-based Nest was founded in 2010 by Tony Fadell and Matt Rogers, who 
were part of the development team of Apple Inc. engineers who built the iPod and iPhone. 
 
When Google made its play for Nest with a $3.2 billion cash offer in hand, Nest's principals recognized 
that they could ramp up their business of revolutionizing and modernizing urban household products — 
items that have otherwise gone ignored — to meet an end goal that includes energy conservation. 
 
"Nest's primary motivation for pursuing the transaction with Google was the belief that Nest's mission 
to change the world, one revolutionary device at a time, would be accelerated on the Google platform," 
Zuklie said. "Throughout the negotiations, Tony Fadell, Matt Rogers, Tom vonReichbauer, Chip Lutton 
and the rest of the Nest team never lost sight of this goal." 
 
Seneca told Law360 that the negotiating dynamics were unique in that lawyers were under pressure to 
get the deal done quickly — with Nest taking a hard line on locking it down since it had temporarily 
suspended the fundraising that's been part of its aggressive growth plan — while undertaking extensive 
due diligence that included preparing for antitrust review. 
 
"Google was certainly willing to play ball and accommodate and given that it was such a high-dollar deal, 
they had to satisfy the board, undertake due diligence that's part of the normal M&A process, which by 
its nature is a complex multifaceted engagement," he said. "Certainly there was no appetite to cut 
corners just for the sake of speed." 
 
Seneca said there was a high level of collaboration and coordination among the Orrick team, 
the Goodwin Procter LLP team that represented Nest's venture investors and Google's in-house team. 
The three-pronged negotiating party was perhaps most concerned about an extended post-signing 
antitrust review given Google's dominance in the technology sphere. As such the they negotiated a 
number of covenants, including allowing Nest to maintain operating autonomy and for the timing of 
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termination rights, Seneca said. 
 
The deal was drafted up in about two weeks in December during the holidays and ultimately, 
the Federal Trade Commission granted the deal early termination in February, nixing any extended 
review. 
 
Seneca is no stranger to working under tight deadlines for high-profile deals. He served as one of the 
lead attorneys in the $1 billion sale of photo-sharing app Instagram to Facebook Inc. in 2012, a deal that 
Facebook CEO Mark Zuckerberg wanted put together in 72 hours over Easter weekend. At the time, it 
was Facebook's largest acquisition, which was announced before Facebook's initial public offering. 
 
In the Google-Nest deal, Seneca said Nest's principals were adamant about understanding how Google 
would integrate the Nest business after closing on the transaction. 
 
"The motivation for Tony Fadell and Matt Rogers doing the deal, over and above the very attractive 
price tag, was the ability to accelerate their vision and thinking much quicker about the growth of their 
business," Seneca said. "From the Orrick team's perspective, to represent Nest in this is one of the most 
professionally gratifying experiences." 
 
With the Nest acquisition, Google snags itself a pioneer in the growing market for Web-connected 
household appliances. After conquering the Internet as the world's largest search engine and building up 
a dominating mobile market with its Android operating system, Google has in recent years been trying 
to make more headway in urban households by launching devices such as its Chromecast TV dongle. 
 
Nest certainly gives it firmer footing in that market. Nest is best known for its "smart" thermostat that 
uses motion and temperature sensors to learn the routines and comfortable temperature zones of its 
owners. It can detect when no one is home, normalizes to a certain temperature range over time and 
allows users to control the device with an app and through a Web interface. 
 
Co-led by Zuklie and Seneca, the Orrick team on the transaction also included Anik Guha, Andrew 
Erskine, Reed McBride, Owen Kirshner, Adam Lin, Dan Yost, Nancy Chen, Michael Yang, Patricia Zeigler, 
Steven Malvey and Harry Clark. 
 
--Editing by Katherine Rautenberg. 
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