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This docuraent i1s the second of a two part series on Audience Netwark strategy. |7 order for AN 16 be successiul we need 10 be Jdeliver Advertiser Value AND Scale. This doc addresses Scale and the 1irel (o addresses
Advertiser Value,

Intraoduction

culmination of an 18 pronth strateqy in the bidding team..

Goal of docurments

alignment
o Algn cn hew much scale AN nesds o be suceeschul
« ALT-wide understanding of our two available supply-acquis non options
v Align on which strategy to prirene

Key Dacision

+ Do we move forward with our ad tech partnership strategy and partner with Google?

I = o i b |
What's 'n this document?
As mentioned in the last dog, one of the three reascns for doing AN 15 to pravide liquidty and be an outlet for demand during unexpected negative trends in supply or supply growth This document outlines:

+ The scale that AN needs to reach to be ar effective outler, when we're supply zonstrained

= How rauch supply AN generates today

» What our existing supplv-acquistion strateqy is

+ The challenge of this strategy and where the ad tech marke: 1s today

+ Uurtwo supoly-acguistion optons: build ad tech, o partner with ad tech

 Qur recomrrendation; pursue a partnersh p strateqy and, rmore specifically partner with Google

What is meaningful scale?

The question has been raised of "how big does AN need t5 be in order to meanir gfully impact supply liquidity of the Faceback ecasystern?” The reality 1s that the impact s proportianate to the amount and quality of
suppy it cen adc AND how supply constrained Flo Inc is. There isn't a magical numibser, However, there are some principles that we can use to help us understand the trade offs of decisions an scaling supply:

Definition: Incrementality of supply = revenie increase from 1% increase in additicnal sapply.
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Where is the incrementality of supely today?

Baced o1 this, we therafore anticipate roving from scenario 1 &0 2 within or jud
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» nsertir g incrementality/supoly arapa based on finance forecast

» Fighlight how much supply is meaningful
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orecast growth /y inimpressons by page tvoe (based on LRP forecast, excluding google deal
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twould imply that the

% of supply contr butec: frorn AN now and into the future, It would be concerning if AN didn't outpace the growth of FB O&

Witk the airrent LRP eventhough we araw faster than non-AN placements, ot stal contribigting impression Yolurne 1sn't that meaninafu

his is whee we think we'll be if we do Google dea

insert same diagrams as above..
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s time, building encuagh

hich likely decrease over time as Google shiftz the market to its awn bidding sol tion:

we have significant leverage tver gocale beca
SEIE E::'-. Incramentality will contimue o Indrease, ¢ I1 &will cortinue O increase, s s irmportant now

t acvertiser valuge now

How much scale do we provige today?

Insert imps vs requests graphs...

caurces (like AN and

f Fctions belwes)) demand -

vancent on the ad tech that a punlisner uses, All pubiistiers use ad tech (ad server/mediation platformysupply-side platfonmn) to faclitate transadt [

Putlishers either build thesr own ad tech (
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d tech Detweern us ans e mpression we wa to buy, which we

How can AN get to xB imps/day?
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Al a high-level, w2 have 3 oplions 1o acquire supply

+ Work with publisher, don't partner with ad tech

De facta strateqy. —uge challenge. We anficipats we will ne be ahle 1o re

ach «B imps wi

Leddirg, Bemg left in the wate fall as otfer, wr parbicular, soptusticated detnand sodrees miove

. Partne} with Z?rd tech

Recorntmenced strategy. We are in the procest

g angl having a <eat at the table to shiape how the unified
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necohations vath Gooale MoPub a
omganies own dernand source (in 2 Google

[ % of our margin. but with the benefit o

bidding shift happens. For us, this wll mean shating a sma

tame traatreent as aDiN gets in the DFP/ Adholh e

e etery

wall Gt Hre

. Builéi ad tech

What is AN's strategy for scaling supply today?
Oy cupphy-acnuisition stratecy is highty depen

wn ad tech

All publishers use ad tech (ad server/medi; ;  transactio n demand s zir avalable ad imoressions, P sbiishers .

I T W l "' ’

Cur existing strateqy is to:

+ Meet the publisher where they are

+ Work directly with the (e St

« Don't work cirectly with 3rd party vendors

As a conseguence we have 3 ways of accessing supply:

Waterfall with price optimizations
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- G e business model of these vendors has been to provide azdvantages to ther ow
demand, the mast clious Leing Soogle BFP and Adiviol prowdling their 2wn demand via AcdX with preferential treatrnent. Curently, we don't have a strategy to build our own ad tech and camipete, having een burnt

wice L YITIL

Where we are today

* Google dominates the market. [N
» FreeWheel (Comcast) has a cirong position In video, having <reated a frong moat by focusing on hugh levels of custormization per publishes
+ Header bidding has been drrang e trerd from

o e i e P, I dins b P R
somzeting 3rd party demand sources ke AN o

| world to a parallel bidd ng auction world, It developed inweb ar dis beginning to exist iy app. It1sa hack on top of Google ad tech, which

+ Google's market share will continue to grow across app, wdeo, web regardless of whether we partner. They are the orily carmpany still irvesting heavly in both technalogy and seivices, They have the

compelli
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> market share agrowing fast, especially in Al
L e apgo levelnpecs moving 1o DFF (eg, Chestah experimenting, Kind renved) 3 ey ook to Jdo dired!

+ Header Bidding hacks will plateau in web and be even more difficult in app

HE doessn T were at all In adhon.
Geogle's new wrodud, Exchange Bidding Uynamis Allocation 1Goon answer to header bigd ) will raake i increasingly i ficult to win via hacki 19 DFP with header biddi
Beyond top tech-savey pubss, it s diffiault to cale due ta heavy op surce

+ No legit competitor to Gooale is emerging

MaPub iz losing market dhare and likely 1o accelerate uniess we support them with a partnership.

3 long-tenm strategy 1o own «

<| the shift from a header bidchng play 1o 3 full olown DFP competitor 15 riskys

V u|l:'.f'_‘ e market 1s hea

Withoul an alternative market force, Google will increase their dominant position across all formats. Allhoug
mediation monoooly, Google are the only company making credible long term investiments n mediation and ad server

By 2020, we estimate that Google will facilitate 68% of revenue in app 80% in wea, 50% in in-stream video
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» Waar AN looks
v |t's estimated th J020L The two prrnary Jromt s drivers are increased access ta inventory for edsting publishers and

aeh market, currently 72% Google DFP rmediated

pressions

o ooy Guality: riventory

. rk mmarket penetration ac a the deal un pataular for web, where wa weuld inrsest ) product). Initial testirg phase of Jeal will aecur in 2018 and scaling
. hing cver from waterfall stancard integration to bidding

» Wnat is the cost of the desl?

» Negotiated terms - Foccncad will e af @y dolar 5 W any dollar spent abhove $500m. Therefore ovy ity at 01 bdtion would be §7%

v |[ the deal s scaled successfully the majonty of AN revenue would be run through Geoaogle mediation by 2022, anc the averans payment to Google would be 5.5%. It ic antiopated that the AN margin would

&

drow ta 22% itially to compensate and then return to 25% aver time (@ higher wers possible)
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Henry Zrskine Crum editad at 2017 0T22:32:29.585Z
e culmniration o an 18 month strategy i the bidding teatrn.,
Heriry Zrskine Crum edited at 2017-12-20T13:77:59,2012

current supply-acquisiaon strateqy

Henn e Crum editad at 2017-12-18T19018.12,530

= Audience Network Strateqy:

v Coare contribito wiise W savodear, Dand Jakubowshk, lohin Ween,
»

» Thic docurnent is the secand of 3 twa part teries an Auclience Network srategy. In o

acidresses Advertiser Value.

* Introduction

« Goalof docure:

* alignment

v Abgn on how rmuch scale AN needs to be successhul

« Al Tewice uncler ng of our two available supply-acquistion option

- A rwhich strateg AT L
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