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Tech Cos.' Chase For Space Adds Deal-Making Complexity 

By Andrew McIntyre 

Law360, New York (June 06, 2014, 3:03 PM ET) -- As Bay Area tech companies race to procure space for 
future employees, lawyers are faced with a changing real estate environment, and even lawyers who 
represent nontech buyers and tenants say tech companies are impacting their deal-making. 
 
With tech companies like Google Inc., Apple Inc. and Facebook Inc. voraciously picking up space across the 
Bay Area, companies are paying premiums for space, but they are actually saving money by not risking a 
future loss of new talent due to lack of space, lawyers say.  
 
"It's far more expensive to not be able to hire people. All the real estate up here is all about talent," said 
Stephen I. Berkman of Paul Hastings LLP. "The amount of money you'll lose by not having enough space is 
far in excess of paying for assets." 
 
Since these transactions tend to focus on perceptions of what future employees may want in office design, 
lawyers have a variety of additional considerations to address, all while guiding the transactions at a rapid-
fire rate. 
 
Last week, Google paid a whopping $250 million for a 400,000-square-foot campus in Mountain View, 
California, and the company also last month leased 285,000 square feet of space in nearby Sunnyvale. 
 
In April, LinkedIn Corp. leased an entire 26-story building in San Francisco, and Salesforce.com Inc. signed a 
$560 million deal to lease 714,000 square feet at 415 Mission St. in San Francisco. The Salesforce deal was 
the city's largest-ever lease by dollar amount and square footage. 
 
One impact on lawyers is that deal time frames have gotten extremely short, said Anton N. Natsis of Allen 
Matkins Leck Gamble Mallory & Natsis LLP, who represented developer Boston Properties Inc. in the 
Salesforce deal. 
 
"Salesforce, from the moment they signed the [letter of intent] to the time they signed the lease: five 
weeks," Natsis said. "You better have depth of experience among all of your lawyers. You better be 
prepared to work hard. We redrafted Salesforce every weekend. Those things fly off your screen at 3 in the 
morning on Sunday." 
 
By contrast, similar deals among, say, banks, might take a year, Natsis said. Berkman represented Salesforce 
on that deal. 
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But there are other issues. Unlike investors, who may be looking to resell properties in, say, seven to 10 
years, tech buyers are looking to make the properties their homes. So with a view toward attracting the 
next wave of talent, tech companies are seeking counsel from lawyers as they consider potential interior 
and exterior changes.  
 
Within the accelerated time frames that characterize these deals, lawyers have to deal with the zoning and 
entitlement issues that come with renovations. Converting to open space design, for one, often requires 
approvals. 
 
"Can I expand and do the improvements to the buildings the way I want to do them?" is the critical 
question for tech companies, said Michael H. Liever of Orrick Herrington & Sutcliffe LLP, who represented 
investment adviser RREEF in connection with the latest Google deal. "It may be that you want more density 
than what's allowed." 
 
And part of the job of lawyers is helping clients understand the terms coming from the accounting firms, 
which have gotten more complex as spaces have changed rapidly and buyers and tenants have been more 
inclined to customize their spaces. 
 
"The rules are ever-evolving. This is a new area," Natsis said. "You have different accounting firms, 
accounting rules that get into the deal that have to be dealt with." 
 
If, for example, a new tenant does too much work on a building under construction, per the accounting 
guidelines, the tenant may become an owner of the asset, which would put the asset on the tenant's books 
— something tenants certainly don't want, Natsis said. 
 
But while lawyers who represent technology companies are feeling the effects of the increased appetite for 
space among tech companies, another group of lawyers — those who traditionally represent nontech 
buyers or prospective tenants — is also seeing its deal making impacted by the technology companies. 
 
"When the rumor comes in that Tech Company A is looking at a space, everyone's ears perk up, and you 
wonder," said John R. Garibaldi of Nixon Peabody LLP. "You see some of the prices. ... It's not something 
that‘s taken lightly. It makes you get more aggressive." 
 
Tech companies and their lawyers should take an assertive approach too, according to Simon T. Adams 
of Reed Smith LLP, who says lawyers need to communicate to all levels of company management just how 
high-pressure the environment has become. 
 
"Our advice, as it were, would be: 'Act now. Don't wait,'" Adams said. "Get that message to the very senior 
folks that ultimately sign off. Real estate inevitably becomes a large contract. That contract often ends in 
the hands of the CFO and CEO." 
 
Ultimately, real estate lawyers are feeling the effects of the tech industry's race to procure space, whether 
they represent landlords, sellers, tech buyers, tech tenants, nontech tenants or nontech buyers. 
 
"It's a musical chairs type situation," Berkman said. "Nobody wants to be left standing up when the music 
stops." 
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