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Advertising in its purest form

Advertisers Publishers Consumers
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Advertising in its purest form

Facilitate and Enable
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Media is used as a communication medium for an

advertisement
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... and this can be done through various advertising
channels
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A change in media consumption influenced how and where
advertisers spend their advertising budgets overtime

Digital ad spend and tirme spenit shate
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95% of the UK population are online today

ddm b&

Uritigue Motsle
Phore Users

49.6m (75%)

Ittt

i i iatioan
66m (95%)

UK Popudstion
&6m

be

-

75%

unigue mobile
phone users

920%

are online
everyday

Go-gle

Source: https://www.slideshare.net/wearesocial/digital-in-2018-in-the-united-kingdom-

86861467

HIGHLY CONFIDENTIAL

GOOG-DOJ-03242655



Digital is now half of UK advertising spend
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Digital is a part of the advertising landscape

Total AdverTiving, » Programmatic
Tomtitborad and Dightnl

100%
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Total ad: 18.8b, 100%
Digital: 11m, 50%
Programamtic: 15-18% 3.3b
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With digital, consumers see more ads in more media

than ever before
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Bringing new challenge to advertising
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Adopting new "
technologles and adapting Solving for complexity in Wmﬂr Retaining and growing
business processes into managing performance “m'" - .FH- Hli"ﬂil :‘" digital reverwes and
dated platforms and across all digital > audiences on site

organiz ations reaching sudiences online
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> Programmatic was the next step

- to help publishers earn more from
Ad

their content.
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Overview of Programmatic
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To recap: Where advertising has evolved
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The buying and selling of advertising has changed

Analogue Digital
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Real-Time Bidding introduced us to automation

Real-time bidding (RTB) refersto
the buying and selling of online
media through real-time

auctions.
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Real-Time-Bidding technology delivers greater
precision in media buying than traditional advertising

Traditional Advertising Real-Time Bidding (RTB)
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Real-Time-Bidding tools offered more benefits to
publishers and advertisers
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Publishers focused on their unsold ad inventory with
Real-Time-Bidding

Traditional

o e “"Direct Guaranteed
Real
Non-
Time- “Indirect”™
Bidding Guaranteed
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Programmatic was the next step

Traditional
Reservation

Real-

Bidding

Programmati

Programmati
“Indirect”™

Seami-Guarantasd
or Guaranteed

Guaranteod
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What is programmatic advertising?

Q Programmatic advertising is the
automation of buying and selling

< I
. L-QL!I P, of digital advertising
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Publishers have 4 main techniques to sell advertising
placements

Traditional Programmatic
Direct sales Programmatic Direct
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Programmatic is a part of digital advertising

Total Advertising « Prograrmmatic
Teaditional amnd Digital

100%

Gogle

Total ad: 18.8b, 100%
Digital: 11m, 50%
Programamtic: 15-18% 3.3b
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How programmatic advertising works
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How programmatic advertising works

° Reasl time ad

exchange
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Why Publishers have adopted Programmatic

1 Changing user behaviours reflected in how advertisers spend: Publishers have had 10 adapt their advertising
business die 10 change in user behaviow s and how advertisers have allocated ad spend. Progranenatic is a
gQrowing share,

2 Efficiency gains: Programmatic streamibines the traditional process of selling advertising theough sutomation
Gains include better integration of audience data

3 Revenue: Publishers could bulld on existing pannerships with the benefits of programmatic, inchading mote
options to sell advertising placements . Some of these budgets were not always captused through traditional
advertising.

4 Control & Transparency: Programmatic gives publishers conmtrol and cholce over who, how and at what rate
they allow buyers to transact actoss thel adventising placements (e.g. controls and reporting)

S Globalisation: With more sudiences online and with more advertising pounds being spernt through
programmatic, UK publishers can are able to reach more buyers around the world

Go-gle
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Benefits to Advertisers and Agencies

Consumer Change: Advertisers have had to adapl to where thell consumers are (oday

Efficiency gains: Programmatic impwoves how advertisers reach their sudiences online

RO mprowed use of data to measure pesformance of ads, allowing sovenisers 1o optimise or make charges
to theit campaigns in real time for betier ROI

Smarter transactions, reduced wastage: Betler use of data to impeove thelr chances of reaching the right
audiences onfine and reducing wastage

Control & Transparency: Transparency and control on what publisher sites their adventising served on to
umderstand where ads are placed

Globalisation: With more sudiences online and with pubdishers selling advertising space Ywough progrsmmatic
has allowed advertisers 1o reach consumers across borders more easily while accessing more publishers

Go- gl
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How programmatic looks in practice

®

° Real time ad
exchange
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Programmatic is expected to account for 80-95% of
display ad spend in the UK by 2020

2020

o Emuriphone viges 0= 00%
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Programmatic Direct is taking growing share of the
spend
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Challenges with the growth of programmatic and

Real-Time-Bidding
Challenges

1 Growing complexity with the number of

coimyaities

--------

Distinguishing value & service between
coOmpanies

- Ability for industry 1o respond to shift in
twand spend, especially publishers

Upskilling ot janisation and employees;
Having the right skills in place

impact

Pubdishers and Advertisers have had to wrek
haider and double down on doing thelr due
diligence in selecting the right company

Assessing service cost including overhead, to
relative impact on revenue and retum

Forced innovation reactive strategy
deployment

Increase in skills investment and future
of ganisation consider lons

New entrants = crowding
Organizational upskill of labor = sales vs tech

Pace of revenue shift = ability for pubs to respond

Value differentiation
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The ecosystem demands of programmatic
advertising continue to evolve

& 9. Publishers

. o Thedemand for Programmatic Ditect as a chanoel for adverntising sales continues 1o grow
o  Foous on the creation of value levers for longes term sustainability and growth (e.g. Ozone and
data)
e increased focus for the consumer on site

@ Advertisers
L ]

[ a s  [Brand salety and quality of advertising space continues 10 be a priodity, Context wins here
¢ Rethinking of the media managpmentt progasss with agencies, with adveniisens ssiatimgto
develigpthsairown teciimaidgyy platfonmsio manage ad speaddm their own
e Transpanawyyand control into where their advertisements are placedand who is espooe!
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Marketing technology landscape

2011 2012 2014 2015 2016
<180 ~350 ~1,000 ~2,000 ~3,500
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https://chiefmartec.com/2011/08/marketing-technology-landscape-infographic/

Clearly very competetive

HIGHLY CONFIDENTIAL GOOG-D0OJ-03242682



Where we fit in programmatic display
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Our role in the ecosystem

Goge
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Google’s mission for Publisher partners

Sustain growth and create thriving businesses
with advertising

Grow revenue andkeep your brand safe wherever your audience
is walching, playing or engaging with your brand.

Gogle

HIGHLY CONFIDENTIAL

GOOG-DOJ-03242685



Complete traditional and programmatic advertising
chain for Publishers

Publishers have 4 main techniques to sell advertising plecements

Trasonal Prog ammat

Senave (AR T aC Duptes

Go-g

Publishers have 4 main techniques to

sell advertising placements
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The Programmatic Advertising Chain
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Our Programmatic Advertising Chain

o Riad tirmd: avd
cxchange

Al Desliwrasry 4 Al Dasidwery

P Display & Video 360 4%, Google Ad Manager

Go-ghe

Within the programmatic advertising chain, we have 2 solutions: DV360 and Google
Ad Manager

DV360 = DSP
Google Ad Manager = Ad server + SSP

In order for advertising transactions to actually take place, publishers have adopted
ad servers to create advertising placements on their site and to “serve”
advertisements from their agencies and advertisers. For that we offer an ad serving
solution that functions as a system to enable these transaction across traditional and
programmatic advertising.
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Fees across our programmatic advertising chain for
publishers

Tt aiiveoral Prow ammeng ,_*.

‘ ? i

Publishers have a options to sell their advertising placements through traditional
reservation and programmatic.

Revisiting the 4 techniques pubs have to sell advertising, there are direct sales and
indirect sales channels, which is traditionally how pubs worked with their agency and
advertise clients. There would be a phone call, a paper 10, and manual exchange of
“ad tags” that pubs would then traffic into their ad server. These campaigns would be
semi guaranteed to guaranteed and negotiated on a pre-determined rate. Adsense
is at 32% (blogpost link)

Under Programmatic, partners can leverage programmatic direct deals or
programmatic indirect, or the open auction. These transactions are automated and in
real-time, but pubs are still able to control and manage who buys their advertising
placements, and at what price.

We offer products and solutions that enable pubs to deliver ads on their site, sell
advertising to different types of buyers across direct sales and programmatic.

For just ad serving on Google Ad Manager, we charge a fee that equates to <1% of a
pubs overall revenue. Ad serving is there to enable our publishers to advertise online.
Typically this is a fixed rate, usually less than 2p. If we look at publisher revenue
streams today, while programmatic is growing, we still see direct sales as being a
critical and majority of a partners revenue. For this again, we take less than 1% for ad
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serving and providing a product for pubs to create and deliver the ad.

For programmatic transactions, our rev shares can vary from 5 to 20%, dependent on
the transaction type. For programmatic direct deals, which are 1:1, negotiated and
managed by the publisher, our fees typically range from 5-10%. These are semi-
guaranteed to guaranteed.

Moving into programmatic indirect, or what many refer to the open auction, our fees
on this are 20%/

If we look at the value we, as Google deliver to our partners between these
transaction types, it correlates to the revenue share applied. Most pubs see value in
what we deliver them through the programmatic open auction / indirect. They have full
control of how much they want to use the product.

As for the total revenue we as Google see across a single programmatic transaction
in the open auction, when the publisher uses Google AdManager to monetize the
inventory, and the advertiser/agency uses DV360 to buy the inventory, Google takes
around ~30%. For programmatic direct, this goes down to ~10% (~10-20%). The
publisher also has the option to sell the inventory to other buyers, in which case
Google sees a much lower revenue share depending on the transaction type.
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Top Programmatic Advertising Challenges
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Ourinvestment areas

Product industry Education
Collaboration

wumm Fuppor! and participation n mmmmm
Industry wide nitlatives 10 roduce Publistiers

Iraud and Improve tansparency

Deployment of features arxd Ads txt AT level evants for
ey b oot pllisteer Caralitioon toe Beflor Ads e iy e kol Tl
teands from fraudulent sctivity ard Better Ads Standard and practitioners

Tools to maximise ad revonue Google News Inftiative and the

pcross Traditional and Google News Inndvation Fumd

prOgY amenatic
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Developing quality publisher solutions

In 2017, we paid $12.6 billion

./ — an average of more than
if Gmgle Ad Man‘ager 70% of our revenues across

publishers, many of them
news

Go:ghe
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Providing publishers with tools to make even more

revenue

Ong poogie Ao SARAS0 pOOurT SR yeed mansgeemed? solution
teelp pube owtroorme key monelicstion challenges by locusing on
e Todlowing:

s Macvise overall yisld
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*  Apipegate deand

Livuhes plerng corme of i work 1y opporiunities L experimenty tha!
applies machine warming 1o st omatically surface ey nsighh
abou?! revermm opportunities thet pubidishers showld beot

Since we launched this feature in October 2016,
publishers have implemented nearly 12,000
opportunities, generating additional revenue
estimated in the hundreds of milllons annually,
according to Google internal data
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Date
0926/2018 0315 37
092672018 1507 18

0972672018 150718

Text
+rahulsr@googie com +swblackburng@googie com

Not all of this work is included in opporfuniies and expenments, and the total benefit from all of

ow yield management is hkely in excess of $18 / year
+nyoofdgoogle com to make edits
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We've also invested in many approaches for fraud
prevention and removal to protect publishers from
objectionable ads

W) M

Enforcement Controls Escalation
Ueveldop policies lor ads thal can Take action Vo enfodce on policy Prowicle pubilishers additnal Frovide publishers with suppod
appeal on e non compliant  ads control aver the type of ails and %0 umultable ads cen be
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« Circumwerting  tyslenn o (huer (epeisile « Pyl b . Adis Reviow Contes
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* Anference 10 522
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» Bigreficant alon exposure
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With positive result

7,000

Accounts suspended due 1o
tabloid cloaking in 2017

3.2 Billion

Policy-violating ads Disabled

ST 66 Million

“Click-to-Trick™ Ads disabled in
2017

Go:gie
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Industry Collaboration
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Coalition for Better Ads and Better Ads Standard
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Ads.txt = Authorised Digital Sellers

Workang with the mdustry towards a fraud
free mecha supply chain
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News matters to us as a company

Google cares deeply about journalism.

We believe deeply in spreading knowledge to make life better for
everyone.

It's at the heart of Google's mission.
It’s the mission of publishers and journalists.

Put simply, our futures are tied,

SUNDARPICHAI GOOGLE CEO
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