Gouogle

AdWords Cross-Exchange Buying
(AWBIid)

July 2014

PTX0208

1:23-cv-00108

HIGHLY CONFIDENTIAL GOOG-D0OJ-12768541



Google Agenda

e AWSBId Project Overview

e Exchange Deal Overview
e BD Status

e Product Status
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Google AWBIid Project Overview

AdWords Cross-Exchange Buying (AWBid) enables AdWords
advertisers to reach a greater share of users on their remarketing lists by
extending their advertising campaigns beyond GDN to multiple partner

ad exchanges and premium inventory.
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Extending our technologies to 3rd party exchanges
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Google 3P Business Development Efforts

Google needs to sign deals in order to purchase remarketing inventory
from partner ad exchanges on behalf of our AdWords advertisers.

e Google is better able to retain the largest and most strategic GDN
spenders, grow their spend, and compete more effectively in the
remarketing space

e Many advertisers are spending significantly below their daily remarketing
campaign budgets due to lack of available inventory. AWBid will help
monetize part of that unfulfilled demand

e Major exchanges (e.g. Pubmatic, Rubicon, OpenX) represent more than 1
trilllon monthly impressions*

e Greater demandon RTB will allow Google to optimize on programmatic
buying
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Google Detailed Deal Terms
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AWBid Financial Model

AWBId is projected 1o generate over $480M of annual incremental

gross revenue run rate by mid-2015.
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14 1443 51 | +aweinberg@@google com this 15 based on go/awbid-model

are you okay quoting these numbers?
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Google Revenue Opportunity by Status

AWBid Revenue Opportunity - By Exchange

Ciosed:  3120% W usicon
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call it owt

does the color coding reflect ikelihood 1o generate this revenue? do we have projected vs
actuals for existing exchanges 7

Alsp, this prospective panners’ revenue assumes that we fix the issues on the next shde? Lel's

1 07282014 1837 06 | Color-coding is for active vs prospective Yes it 1s based on correcting the inventory throttle
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Google

Improvement to Inventory Throttling

There is key Product and Engineering work to increase the volume
of inventory that AWBId can successfully bid on

Q3 goal

Product/ Eng work to improve
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This is on OpenX, which dominates our current traffic. Other exchanges are worse off, e.g.

Yieldlab times out 90% on non-GPA queries.
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Challenge

xchange is direct competitor
o AdX

oogie can not bid on majority
of available impressions from
partner exchanges (e.g. bidding
imeout)

Exchange provides more
publisherfavorable auction
echanica than AdX

oogle is buying on behalf of
our advertisers, converting
PC to CPM bids

xchange inventory may be
poor quality

Business Process & Comphan:

Challenges and Mitigation

Mitigation Status
Pilot program approved by Ads leadership team
(Susan, Neal Phipp, Joerg etc ), would presented
updated hnancials for fll launch approval
AWBid demand s capped at 10% of AdWoards
spend
AWBid is confidenhal program
Google not obigated 1o bid on any imventory
Strategic compatitoes (e g Citeo) offer cross
exchange buying, making AWBid a defensive
prionty for our remarketing bsiness
Google Eng neads 1o improve Tollowing
Match rate - Fmdt remarketing ad lor an
ebgble impression
Tirnee out - Tume 10 submit bid expires before
SUBMTESSION

Neeéd to project impact to
existing AKX business,
given siccess of pilot

Eng working on bid
Irmprovements in Q3/0Q4

Google charging a flexibie margn on af AWBId

Lring f :
purchases 10 ensure healhy ecosystem Eng aptimizing for masgin

Exchange must be transparent on how their
nuction works

Eng buking oplirmized bidder thal lakes Exchange
auction mechancs into account

All exchanges have been
transparent with auction
T Hanict

Exchange commutted 1o adhening 10 our publisher
poloes and has made sgrificant quality
improvements in they rwventory

Only bidding on high-
guality inventory

® ¢ ¢ O O

Google Atiorney Chent Prvieped  Confidentusl and Proprstasy

HIGHLY CONFIDENTIAL

GOOG-D0OJ-12768551



id & ‘ﬁ Text
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"Need 1o projed impact to existing AdX business”™

do we have even a high level estimate of the impact ? it will be good o compare it wihe existing
revenue/potential revenue ?

“Google can not bid on majonty of available impressions from parner exchanges (e g idding
timecut)” - il will be good to inClude another column of iImpact and include the % of revenue thal
can be impacted if we don't have these improvement in place

4 07/28/2014 1842 00 | Since we're only in pilot mode, we've only opened up 1 10 10% of demand to AWBId We need
to coliect a lot more data to make accurate projections on broader impact

3 08/06/2014 23 32 13 | +imaurer@googie com - Can advertiser control opt-in 1o buying on specific exchanges?
2 0B/06/2014 2332 34 | +imaurer@google com - Do we have way to audit auction mechanics?
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BD Status

Google has signed 8 exchanges reprasenting 19 billion monthly
Impressions and is projecting 4 to 6 more exchanges in 2014 There is
enough 3rd party inventory for Google 1o solve throttling issues

Active Exchanges
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Google

Deal Success Metrics(Profitability, ROL, traffic, etc.):
This deal will be successful if

Google can buy adveriser-safe remarketing inventory from 15+ exchanges globally by mid-2015
Partnerships remain confidentialwhile in pilot stage
Payment and refund processes mest full launch criteria”

Methodfor tracking success metrics:

Ongoing reporns on axchange inventory quality and incremental inventory as well as uplift io
participating advertisars.

People responsibie for success:

Tobias Maurer (PM) - Overall AWEBId strategic direction and product success

Matthew Young-Lal, Dima Kuzmin (Eng) - Successful ntegraton and ongoing technical
optimzation

Maxime Tiran (gTech)- Partner technical account management and integration suppon
Bamey Pierce (Sales) - Advertiser adoption

Post.deal Follow Up:

Regular AWBIid commertialization meetings to review performance and strategy

S = e
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Post-deal Performance
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id E ‘E Tex
5 14 145306 | +maurer@google com - Pis review and confirm or comment

2 07/28/2014 145306 | From a BD perspective, | agree with your metncs But would add payment and refund processes
are operational Or someling along those knes

Here is what | have defined as a launch cnitena for us

a 15% incremental conversions at equal CPA

b. Spam rate of purchased impressions <15% online, <5% offine (compared 1o 10%, 1% AdX)
¢. Policy rating at least 6/10 (compared to 7/10 for AdX), sulyective content qualiity at least 3/10
(compares to AdX/AdSense long-tall)

d Sufficient level of incremental inventory  overlap purchased impressions with AdX/AsSense
<=30% [this is based on the thinking that if we don't have a majonty of impressions by a margin
that are net-new, the cost of canmibakzing and resuling increased cosl 1o adverhisers (due 10
additonal margins) is higher than the benefit of providing additional inventory access]

Businezs Process & Comphance Google Attormey Clhert Privieged  Canfulentinl and Propnetary

HIGHLY CONFIDENTIAL GOOG-D0OJ-12768555



Google Next Steps

e Agree on clear success criteria
e Revisit BD and Product status in 6 months
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Google

Appendix

HIGHLY CONFIDENTIAL

GOOG-D0OJ-12768557



Google

Connecting buyers and sellers

GOUSIE AdWords
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But not all demand is being fulfilled...
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GDN

Google Differences across Google Platforms

RMKT only, CPD equalized

supplemental inventory focused
on performance results

all campaign types

unfettered access

32% margin

lower margin

spam protections built-in

no spam protection today

simple opt-out for all exchanges

per-exchange management

no exchange-level reporting or
optimization levers

PRIVILEGEDAND CONFIDENTIAL

full reporting and optimization per
exchange
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Google AWBId full launch criteria

1. 15% incremental conversions at equal CPA
2. Spam rate of purchased impressions <15% online, <5% offline (compared
to 10%, 1% AdX)
3. Policy rating at least 6/10 (compared to 7/10 for AdX), subjective content
quality at least 3/10 (compares to AdX/AdSense long-tail)
4. Sufficient level of incremental inventory: overlap purchased impressions
with AdX/AdSense <=30%
a, Google needs majority of impressions that are net-new, Otherwise,
the cost of cannibalizing and resulting increased cost tc advertisers
(due to additional margins) is higher than the benefit of providing
additional inventory access
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Google Deal Risks and Mitigation

* Exchangeis a direct competitor to AdX, and providing them access to Google demand (s empowering our
competitor,
= AWBW has been approved by the Ads leadersiip team (Susan Wojicicki, Neal Mahan, Philipp Sctwndles, Josrg

Heilig etc ) on October 10th
Strategic compatitors (e g Crleo) offer cross-exchange buying making AWBkd a defensive pnonty for our
remarkeling business
This 18 a confidenhial program Exchange 18 prevented from making any announcement aboul AWB without
Google s permussion fwith uniimited liabiity for breach) Google 1$ also nol obligaled 1o bed an any inventory
Google can terminate the partnership, but relafionshups with 1op partners (e g Bawdy, Alibaba Tencent) may be
impacted

s Exchange provides more publisher-favorable auction mechanics than AdX, which could push publishers to

them.

> Googie i1s charging a flexble margin on all AWBwd purchases. ensunng & balanced and healthy exchange
ecosysiom

s Google is buying on behalf of our advertisers, converting from CPC advertiser bids to CPM bids on the partner

exchange. incorrect bidding strategy and/or CPC to CPM conversion could result in Google losing money.
Exchange has bean transparent on how their auction works and has cammitied to update us in advance of any

matenal changes
AWBxd enyg 1s buniching a bikser thal takes Exchange auchon rmechamcs into accound. ensunng hal we dont
overbid We will beginwith small purchases to lsst ow bidding sirategy and then expand

« Exchange could overcharge Google.
> Googles numbers are the controliing measwrament for both discrepancy rasolution and spam

« Exchange inventory has had a reputation for poor quality in the past
> Exchange has commilted fo adhanng 1o our publisher policees and has made sigrificant qually Improvements in
their inventory. Qualily Issues expecied lo be less severe in APAC given hugh share of owned and operated
{China) and praenium nature o aggregaled iwendory {Japan)

Busness Process & Comphance Google Attorney Chent Prvdeged Confidential and Propnetaey
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AWBIid Auction Process

Auction Process

L —
|

Cross-Exchange | « -

Remarketing |

Partner |

|
U Mo Tarth i)

Publisher

imruting Tarpe ]

Google bidder understands auction model to optimize conversion of CPC
bids to CPM bids on exchanges

Google is converting advertiser CPC bids to CPM bids on the exchanges, and

charging a margin. To do so, we need to understand how the exchanges’ auction
models work so that we can bid appropriately.
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Google AWBIid Deal Requirements

BD Pipeline and Negotiation Overview: With the top tier exchanges (Right Media, Rubicon,
Pubmatic, AppNexus, Exchange, and Lijit) we are negotiating key terms that are the same conceptually,
Most of the agreements are on 3rd party paper based on the partner's standard buyer agreement.

For subsequent deals, we'd ask to go straight to SIMBA if negotiated deal terms fall within the following
structure:

Essentials:
Al deals with tlerms outside of these parameters should go 1o EPX review
o Transparency on auction mechanics (and commtment o nolify us of any changes)
e Googhe's umbers as system of record for discrepancies (Qreater than 5% o 510K per month) o spamifraud in
ary disputes
e Adherence to Googie's publisher policies
e No marketing. publicity of announcements without Google's consent  Unbimited bability for breaches of
confidentiality or IP ininngement

Nice to Have:
e Commitrnent 10 maintain “Ciean” 2nd pnce auction (faliback 1S transparency on auchon)
e Shared publsher biling details for use in spam detection (often In volaton of panner conhdenakty conemiiments
e Righis lor Google to creale largeting profiles based on publisher site data (fafiback is to retain the nght with expécit
pubkshet consent)

‘Detaded deal terms in the appendn

Buanecs Process & Comphance Google Attermey Clert Privieged. Canfulentinl and Propnetary
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Google Strong Advertiser Interest in AWBIid

[ﬂ] BATIVE INSTAUMINTS
- Rosetta
o @) BH Resetta
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Beta pernod limited to minimum # of chents needed to measure results until AWBID reaches stage of driving uplift

PRIVILEGEDAND CONFIDENTIAL

Advertiser report for April 2014:
https://docs.google.com/a/google.com/spreadsheets/d/1JpiINTL2P2MY7J1Nw
G_NO1JwDfWDJxbDdsGa84Mc5LcM/editftgid=1564235217

HIGHLY CONFIDENTIAL GOOG-DQJ-12768564



GQI-_ 1glc

hatirate hoaletie

Exchanges are providing 15bn daily
queries, 33% growth to GDN top

funnel, 6% bottom of funnel
(pre/post throttles and spam filtering)

AWBD

123 1 -l

Buariprly reos e by
Lot GoodTen

Product Status - Query Volume

Daily Queries
Rubicon®
OpenX 5.0bn
Casale Media 3.0bn
F PulsePoint 1.5bn
Pubmatic 4.5bn
Yieldlab 0.5bn
AgScale” <1.0bn
TOTAL 15.0bn

*: currently ramping up, fully live by end of week

https://docs.google.com/a/google.com/presentation/d/1mxQMZ-

L2XYCy5K8N50j6upEFOCZdf---
KbRD9dWsZvo/edit#slide=id.g275351530_1250
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Google Inventory Quality Meeds AdX Policy Ratings

Inventory Quality compares to Adsense Longtail

Description Action
SHRNORA NS TN By TUANNEL PO S Yoy s Webmail 6.7 webmal prowders | blackdistiwhitelist based off
Policy rating: (eg orange co uk) webmad beta solution
6/10 (vs. 7110 AdX) Copyright some evdence, eg AdSense blackiist
dramadve com
Subjective Content Quality: swokoy ¥éo

3/10, compares to long-tail AdX/AdSense

Cracking/™ac
Issuos addressable with blacklists: king
Webmal Copynght Cracking/Hacking
TALC comphance ba low gualdy sded Tac MPVideo ‘
Neod to monitor but not blocking: compliance subverting nghts, use
Ad mection. Sexual Content. Desktop Google Product abuse
app iventory  Syndcation blac kst
Recommendation: Ad injection | suspecting ad igecthons | not blocking can create a
No blocking issues especaly f avdience buy (eg kst of top 100 Q&0
thephanebook bl com) propertes and biock them
Sexual very ittle evidence, eg not blocking keep
Content ETGUE COMm mondonng
Desktop app not blocking keep
monitonng

Multi-level can create 3 kst of top not blockng keep
Syndication 100 C80 propertes and | montonng

https://docs.google.com/a/google.com/document/d/10e2MMiLA02RF43vVm462sDxe
9i2jS1HJkMyINO7nSP8/edit
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Google

Incremental Inventory

I
Site mmmmm ﬂm_‘ "MLMW
2086851279 9 e
SIUdERIRDON LOM 1934658767 8% 5TH 341% 18.00%
olang net 1803587623 i Lt .00
LRRTIPNENELOM 1345717299 as S8 0.00%
ning.com 1140067262 99.99%| 99.59%
SOMUNPESTeE (OM 1137802055 98w 98w
£MENLem 10177735146 L] 90 1.07%
I ablibefinde . com 896421210 88 2w
ALponIipcom TARETAS0S 9dm L]
o 202021848 100%|  100%|
erearstoncam 686065742 o]  ow
meteofemminie st 593250822 90.00%|  00.00%
wedErLom 414558889 7% 87w 0.01%

Mainly via
OpenX, AWBid
providing top
unique
impressions

Full Inventory
Retallscanbe
found here
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Google Exchange Value Proposition

Extend your remarketing reach beyond the Google
Display Network

Adwords cross exchange buving for Remarketing i< a pilot program that automaticallvextends
the reach of customers Adwords remarketing campaigns across multiple exchanges to source
additional impressions

+ Ad Exchanges

1. Extend your reach and drive
incremental conversiomn,

2. Easy to use:

3. Be the first to banefit

Ad exchanges are technology platforms that facilitate the bigded buying and selling of onkne media
&TNPTT!H!‘.g ~!‘l-.rPHt1_u~!r from r'_l'n_.]'[ep!r-_: ad networegs
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Google

Exchange Objection Handling

Top Objections & FAQs

Cbjsction | den't want to compets

Anpeur] on Ads we Fivg found thet a very wnall price inflation ocours from i competition

against mysall in other exchanges® | ind that b outweghed Dy the EIOWTR W COMVETEDN wolume S0 Dt thers & sabitantl net
et to the advertiieT MOM (STWETIONS IR 4 MeatTry A

Objection; The beta agreement ANERRE: 'We ~ed Lo have Yrece MEal Ioviecas B/0 we 3re Banging o6 sdditional erchdnges

disciaims all Hability. that presents | o tha poot. While sary retuits thow that our Soem protedhon mecheniums work well we we

a big risk In return for vory low MOT Y2 i The DOSIGS DO PTUNS BTNt ' AacStion o AR Danciardy we e Br

gain? mplenenting reasonable cortractusl and tachnpiogicsl meatures 1O MUDEaTe Tha ks that
(O Wil EROST-Fuchangs Duysng

Why bt GON buying on mudtiple Arower. CGoogle gval o beording dhared empestorn n dhpley sroes v el

exchanges® an't thata key DEM platforms, Crom-entangs @ one feature That sl De svaillable to Both GON aad DM buyens

diffgrentiates? Sales toam thoutd connnue tz verage the Googe platform [DEM or GDN) that meets the

nadcH AN goall of the SVerTuer

What can | tell custemurs about
the exchanges we have
participating in the program?

As of Octobar 2011 you can 1ol UStomen we Nave WO exchenpe Currenth DarDODItNE
Catale and DulseDont. You can siso infprrn them that that we se ATively in ARCutOOn with
Wl major scchangee end Nope 1o fave more suchanges wgned ontothe pdot won Flease nede
mat our Spreemen s with Casale a0 Pulsepont e CoNGtered conidential nfosmation angd
ol D ihared with anyons exCeD? ' DeODée SracThy invohad - Not even wth ITose
COFTIDAN#E

(Please see commdoc for more)
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