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SUMMARY:

|. GDN needs to be cross-exchange competitively. We will do it via xBid’s
implementation.

There is a shift happening across the industry - where competitive networks have access to all
of the inventory we represent through AdX + AdSense plus access to other exchange inventory
({like Yahoo and Microsoft} and publisher inventory (from yield managers such as Pubmatic,
Rubicon, and AdMeld). ICompetitors such as Criteo and Dapper are winning business against
GDN as a result of this differentiation. Our assumption is that GDN needs to become a cross ;
exchange buyer to stay relevant as a network. All networks and new performance media
offenings (such as Cnteo) focus on their inventory scale through cross exchange buying. Per our T"?;--
xBid strategy. moving forward, our plan is to enable Invite cross-exchange buying functionality
across GDN. |

Il. However, that has implications for the publisher base. Currently AdSense and AdX use
AdWords demand as a unique sales proposition.

The main concern from AdSense and AdX is eliminating the USP that they are the only access
point for dynamic AdWords demand. Given the current market position of AdX versus other \
Yield Managers, if publishers can get the same AdWords RTB demand from any yield |
management/exchange partner, we expect many publishers would terminate their AdX

relationship in favor of their preferred alternate vendor. We have started to model out the

different scenanos to determine if the benefit of the increased inventory access outweighs the

loss in the USP of AdX and AdSense + the shift in CPMs. That model is cumrently in progress.

Ill. This decision also has strategic implications for our Publisher strategy overall
Recognizing the strategic threat to GDN from Cnteo et al, there i5 also a strategic question
about the differential value to GDN of having direct publisher relationships through AdSense
and AdX. If GDN is truly agnostic about where the inventory comes from as long as it's
available, it may lead to a rethink of our publisher strategy, as it would no longer be as important
for Google to hold the primary relationship. Alternately. if there “is* value to GDN in Googie
holding the primary publisher relationship via AdX or AdSense, then that should be quantifiable
and potential loss there should be measured against the financial gain of this move.

IV. We have implementation options that should enable us to mitigate some of the risk to  '*
both GDN and the Publisher base. ;;L'
Options include:
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