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* DVAA revenue a crash course in ~5 to 7 minutes 

@ P&L mechanics 

@ DVAA P&L trends, highlights and 2019+ priorities 
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Pre-2015: Revenue solves all problems! 
Ads Reve111.e 

Google 

- ­.. .. .. 
- r---,,,,---.. 

Shift to Mobile going well in Search 

... ---
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2015: What's a P&L? 
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2016-2017: Oh S***, we spend how much on REWS??? 

Google .. ~•f•~ 
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2018+: YOU get a P&L! And YOU get a P&L! 

Google .. ~•f•~ 
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D isplay & V ideo (ads), Apps and Analytics 

(: \,'C': ( . 

fl 

Google .. ~•f•~ 
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DVAA Mission 

"Strengthen Google's Mission by 
efficiently connecting advertisers to users 

through great, accessible content." 

go/dory-dvaa-all-hands-q2 
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DBM: Highly 
sophisticated, Google 
owned DSP 

AdWordsfGDN (Google 
Display Network): Easy 
to use, CPC bidding; 

AdX Buyers: Other 
DSPs Advertisers can 
use to access Google 
inventory/sellside 
products 

Google 

AdMob 

AKA "the buyside" 

AKA "buying door" 
AKA ••front-end" 

AKA "advertiser view" 

~-n-on-Google [ i 
e sellside 

AKA "pub product•· 
AKA "inventory source'' 
AKA " publisher view" 

AFC 

AdMob: App-focused 
inventory 

AdX: Big publisher 
websites (ESPN, NY 
Times) 

AFC: Smaller, mom & 
pop websites, biogs, 

Non-Google: other 
inventories where 
Google doesn't directly 
own relationship will1 the 
pubflsher 

.. ~ • f•~ 
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DVAA P&L: What's included 

"OVAA P&L" = Core OVAA + GA O&OP&Ls 

Core ovAA• GA Suite Extended DV AA 

AdWords (GDN) AdX Buyers 

GA Suite Free Play 

C GA Suite Paiu GMail 

I YouTube I 

DFP 

·mr:I ~,ate<! MeBSc1romen1 

Google .. ~ • f•~ 
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a resses spectrum o mar eter pu 1s er use cases 
(simple to sophisticated) and optimizes for access 

• OS ial!d lo manage Aan:tl 

ceff'l)lligM Oil AdWouis a,,d ~11l• r 
tt.et-ks 

Advertisers use AdWords 
to buy display ads 

Advertisers use DBM as 
DSP to manage campaigns 
across multiple exchanges, 
additional controls, etc. 

Advertisers use other DSPs 
to access Google-managed 
inventory 

------------1 

Less sophisticated 
publishers monetize using 
Google, simpler controls 

Publishers use other SSP 
to tap into Google-sourced 
demand 

0:: 
w 
~ 
::::, 
Cl') 
z 
0 
(.) 
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How are P&Ls defined? 
OVAA P&L Google· PA 

Platfonns & 
Cloud - PA 

Ecosystems • PA 

Apps · 
Play - PGS PGS 

Play Ads . Gmatl Ads 
PG - PG 

• PAs are defined by sellside product (i.e., where did the ad land/was viewed by the user?) 
• This is why YouTube isn't part of the DVAA P&L, even though our teams do worl< that 

Google benefit them! (i.e. DBM) ., ..... ' •· • ., 
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P&L Definitions 

"' IV 
iQ 
(/) 

0 
iii 
0 
C.) 

X 
UJ 
g 

Served Rewnue fllled FX 

C ootra Revenues 

Dooktd Revenue floattno FX 

TAC 

Other COS 
Machme/ Network 

GcouM11gi, 
bf<iUMi/1~ ~ 

TolalO~~ 

Eo9PM 
080 
Marke11ng 
G&A 
Tl 

O ti Pt0flt 

OpetlflITTO ProM \ 

Revforce ...venue • FffS fllled Annu1I Pian rate FX) 

Spam/ Credits, Sales Allowance (bad debt), DVIP 

Accountlna NtVenue In ftoatJnQ FX) 

Applies lo media revenue only (excepl PG/ PD. Exchange Bidding} 

Booked Revenu. • TAC 

Credit Cord Fees. transactional gTec:h, data hoenses (e g Whrte Ops) 
Resource Economy charges, mcl snare of Ads·PA Reserve Logs, Payments 

Grou Margin I /1ooked R~n11e 

All the FTE HC (Payroll, SBC) + nOll-Payroll OpEx (e.g. TVCs, llcenses) supportmg DVAA Business 

OVAA FTTs, non-Payroll OpEit and Other SR ieams supporting OVAA {EngProd. DIA, Paym~:s Infra) 
060 FTEs selling/supporting Core OVAA + GA products (gTech. lCS, Platfonns Sa1es, Parlnenihil)!l, e1c.) 

REWS. Legal, Finance, Peopll!Ops 
SRE. P11vacy/~eurl1y. MOQhlnes/Network ·0verhead." Corp Equipment (e.g. laptops, Tech Stops) 

Cron M In • 0 Ex 
Ope1t1l1fll,;J Profit / Bool<ed ReVt!nlll? 

.. ~ • f•~ 

Source: h ttps:/ / docs.9009 le.com/spreadsheets/d/1 lmyH Rpxs_f osbkRGbwenaO E2h KaWQAvUTTzcisrw6BQ/edit#gid= 14 79443361 
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2017 DVAA Revenue Matrix 

Media 8uyside Fee 
Products• 
(Ad Serving) 

------- -- ----~~g1~Q~elN~tN2~l ____ __________ _ _ Sellside Fee 
Products .. 
(Ad Serving) 

DCM/ORM: 
$300M 

DS: 
$18M 

$16.98 
16%YN 

I 
Buyside Fee , 
Products• (DSP.) 

DBM fees 
(% of DSM media): 

$600M 

I 
I 
I 

I $5.08 
: 60% YN 

I 

I $1.88 
• Product, available lo OBM 01•1om~2% YN 
• • Produets avaiable lo A6X cuskl(r 

$7.08 
19% YI'( 

$9.5B 
15%YN 

$2.18 
87%Yf'f 

D8U 
S3.08 
46'l!oYfY 

$9.2B 
29'9 Y/Y ....., 

$14 .28 
20% YN 

-

$8.48 
27% YfY 

sa.aa 
- t2% Yf'f 

S2.68 
33% YfY 

$2.18 
42%YfY 
S0.78 
73% YI'( 

I 

YooTube 
P&L 

I 

I 

DVAA 
P&l 

DFP: 
$200M 

Key takeaways: 
Google "owns" majority of these transactions on both sides --AdX and nonGoogle relatively small parts of DVAA business 
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Core DVAA P&L TAC Rate is drjven by Revenue Mix; Net Revenue Margins 
vary significantly by Buying Door/Inventory combinations 

08111 AdlC&uye,, Ellctang,e 
2017 Act.Jel AdWonls ~ DA PO PA PG ._ -"-Tag QA PD M Bidding -

Al'CtAdlllob 
0% l2'I 11'1!, 32"'- 0% 3i1t 

Nit••· 
32'A, $541 ,3 ... so,e 321' S0.68 

AdX..,.. 
15'1, IS-. ~ 10'Jlo 20'lf, IO'II, 11'11, 100,. IN '"' ~ 0"4 ~ O'II, n. O'II, '"" ~ ~U11 30'lf, St OE 111' SUS 211% $038 1011, S0.28 20% S0.88 e% so.:e 16'.4 S02B .29 

~ Rt••-- -No1141 oog11 
8 

I!~ O'I!, to,i. 11'1(, n °"' 1°"' °"' lPE ,-
" ,s~ S038 IO'IL $\.38 ft $018 10,, so ,e I 

' -
D Significant variance in DBM net margins across inventory sources Legend: 

B Significant variance in buy and sell side contributions across deal types 8u)'6/Ce ~ .. - 8% 27% - Ooo!JI• Rw SN<¥ 

NelR,..,,,.._ 31% $2A B - M~•Sptlrd 

D DBM on 3PE net revenue margin depends solely on buyside fees ~ 

"'AVl!l,i)' (,'<Mt><ds 0,, Jl'f/J tr,.i ~ 1$ l5'o IS Pff ProcflJ<I 
,;«"'-,...,,..~., • /8~ P,-Fte • Goof'-11 ~-.$-// - ~ 
~G__,,_ -P-DM!sl9<og,,!Hd .. ,,.,,.,.,,,,. _, .__..,__, ~ 
_ ..,. TAC d"" Jo 0,.,., Aic.c,,b-dHIO {-,r;,,J-~- flY AIIY. f'ub• t r,d AFCIA-ao//r,t:~; 0-~Cl Is ,75bp, Jo Googl,I TI,t,r N,t Iii>-,.,. lit Z017 
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OpEx Allocations: Eng PM 

Process: 1 X annually, Ads Finance analysts solicit feedback from Eng PM 
allocations by product based on estimated time spent a • 

• Allocations are uploaded into 
• Allocation rates are applied to all Payroll, SBC, T 

designated PG 

Example: Bahman Rabii manages EngPM Cost Center 
Engineers or ~$200M of OpEx. He provides the following 
analyst, Piper: 

Dear YT. my bor Bahman 
says we spend-5% of our 
time building 0\11 YT-specific 
formats. So pleez enjoy this 
S10M OpEx allocation 4 our 
good werk 

s, which houses -400 
ates to his trusty financial 

P&L Product Allocation Stats Allocated Opf in $ 

YouTube P&L  YouTube 5% S10 

AFC 12% $24  

DVAA P&L 
AdMob 20% $40 

AdExchange 42% $84 
GPE NonGoogle 18'1. $36 

Play P&L Play Ads 2% $4 
Gmail P&L Gmail Ad 1% $2 

Total 100% $200 

Based on Bahman's inputs. Piper uploads these 
new allocation rates into goturboalcorates 

Hyperion then takes the $400M total OpEx 
forecast/spend in Bahman's cost center and 
applies the relevant allocation rates to ensure 
OpEx hits each P&L accordingly 

~ • f•~ 

Source: h ttps:/ / docs.geog le.com/spreadsheets/d/1 lmyH Rpxs_f osbkRGbwenaO E2h KaWQAvUTTzcisrw6BQ/edit#gid= 14 79443361 
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OpEx Allocations: GBO & Marketing 
Process: 1 X annually, every GBO Googler completes the GBO 
time study survey 

• One question is spearheaded by the Central Ads Finance 
team, where the GB0 Googler is asked to manually enter how 
long he/she spends on each product listed (out of 100%). 
The product options presented are relevant to the team of 
the Googler taking the survey (ie GMS, LCS, etc.) 

• Central Ads Finance scales up the result s and applies them to the 
entire Sales, Marketing, Partnerships, and Google for Work rollups 
by cost center. The products are mapped to the appropriate 
Product Areas and Product Groups using Carp's latest Product 
Taxonomy 

• For Buyside Teams working on GDN (AdWords) or DBM, costs are 
allocated to Sellside product (AdX, Ad Mob, AFC, YouTube, Play 
Ads, etc.) on t he basis of Revenue 

•o 

-
I 

Source: h ttps:/ / docs.9009 le.com/spreadsheets/d/1 lmyH Rpxs_f osbkRGbwenaO E2h KaWQAvUTTzcisrw6BQ/edit#gid= 14 79443361 
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OpEx Allocations: G&A and Tl 
Process: G&A (REWS, POps. Finance) and Tl allocated to P&Ls 
using a series of drivers 

• REWS - $3. 7B; Volume of seated Headcount 
• Tl - $3.9B: PA-specific applicationsflnfrastruoture 
• POps- $1.18: count of net hires 
• Finance - $0.8B: volume of activities that drive work 

(invoices. manual journal entries) 
• Legal - $7.0B: product launches. PA specific policy issues 

. . 

Project Turbo: 

G&A OpEx Allocations 

gofcorpsltesfga-lurbo 

' 

Source: h ttps:/ / docs.9009 le.com/spreadsheets/d/1 lmyH Rpxs_f osbkRGbwenaO E2h KaWQAvUTTzcisrw6BQ/edit#gid= 14 79443361 
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REWS budget is highly fixed in the short-term with the exception of 
workplace services 

1 ~60'\ of the REWS budget is fixed In the short-run but represent 
the greatest longterm opportunity Key levers: 

Location 
Build/Buy v lease 
Fitout specifications 
Density 

2 Facilities and safety & Security (-15% , of REWS) may have room 
on the margins, but are difficult to find structural changes given 
the requisite nature of maintaining and securing our portfolio 

Norcal and EMEA facilities contracts out to bid 

Secunty 1s standardizing contractors 
Food spend is highly variable but also highly visible Key levers· 3 

How often you leed people (e g., # of meals) 
How Many people you feed (e.g TVCs. visitors) 
How much you subsidize (e.g. currently 100%) 
What you feed people (e.g., hot breakfast. MK snacks) 

Transportaion is specific to the Bay Area and necessary for 4 
future development; possible to overhaul routes and scheduling 
but would impact Googlers flexibility and commute times 

• '° 

T, 
4 

3 

2 

$3.Sbn 
2018 Forecast 

Google 
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Food: Current Global CPPPD1 of $20 has seen a mix benefit 
from the increase in GOVOs but faces pressures in labor costs 

Breakdown by Meal 

• All :,11,oi, prov1d1.: MK serv•<-~ bu\ medl offe11119:. "<11>' 
by site type and size 

GOGOs also provide lunch while # of 
breakfast ard dinner olfenogs vary by site 
GOVOs are MK seN1ces only and make up S'to 
or program spend (but 22~ or the poputauor) 

Breakdown by Account 

• Le1b\lr cost:. incnid-ses po:,e lhe le11 gest i~k to food 
umt costs while the program continues to push for 
operallonal eff1c1encies through continued 
consohdation of verdo1 partners 

• Food & Beverage mflation (1 'II. CAGR in the US•) is 
actively offset through a focus on wast/! reduction 
and economies ot scale through procurement 

23 

HIGHLY CONFIDENTIAL 

Google CPPPD • C~t per penon Pl'.< da1 
\JS lilc,,tionl lol:Counl lo, (<II .. or progrerncoeic and 5S,. 1111kep011111t,11Q11 
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DV AA Margin structure heavily dependent upon TAC 

DVAA 20 I BE Margin Structure (Exh1bJ1 1) 

WWW 

Pl,! 

Google .. ~ • f•~ 
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OVA.A profitability and value creation in 2019+ 

1. Increase net revenues: pricing, inventory mix, product launches 

1. Control Operating Expense Growth: DBM GBO serviceability, EngPM growth 

1. Control Capital Expenditures: consider dropping low value queries 
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Inventory mix: 3PE declining, but still 40% of total 

Note. slide excludes 
YT; YT makes up 
21 % of lot al DBM 
revenue in 2018YTD 

Google 

DBM Inventory Mix 

100"-

75\ 

2015 2016 2017 2018 

■ Other ■ NonGoogl" AFC ■ AdMob ■ AdEx<. i1an911 

•Net Re1·enue Margin here factor$ Spam DVIP FX 

201 a Net Revenue 
Margin 

9% 

31% 

28% 

.. ~ • f•~ 

AFC: 28% in go/projectslice + 3ppt if DVIP had same 0/4 of rev as AFC on AW 
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DBM platform fees have been in decline 

DBM Platform Fees as % of Media 

\ 

,.. -
0115 <r.15 0315 O•f1S 01,6 Q716 0'.1'16 006 0117 QT17 QJ17 ~ 17 01,1 0711 

Google 
f~U! tlilJlrca:t>I um,,1 ,n /fJ iJ, ma,,, y (.:te tom,,. sh '1 ~, Ag,,,c,e 1,iQ'I b,•,"Ct ,.,1 niM! de,;eleta~rggro,111/i IJl>d [';rec 
Cff Ii W(l1Ni}ht<n- nre1J>o,l'il/l ~or, lt/l' !7'011 I tra. !QI} 

- DBM (ex VT}-OA 

- 06M (ex. YT}F1> 

- DBM (ex. Yl}PA 

.. ~•f•~ 

Supporting DasNav: https://docs.google.com/presentation/d/1 hGlqawxIKCXwOvLGD1 FAJU3u_0pWNu-
2Nnz2gZ_tSIQ/edit?ts=Saf26e64&pli=1 #slide=id.p 
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Proposal: Drive profitable DVAA growth through new investment framework 

Goals 

Google 

ESTABLISHED 

Established. ai 

scale businesses 
with relatively low 

growth potential 

et 

Drive s1gnif1cant 
operating profi1, FCF 

Improvement 

EMERGING 

High revenue 

growth potential. 
already at minimum 

scale 

;.ors 

Drive revenue growth 
and variable margin 

Improvement 

NEW 

Early stage 
businesses ,v,th 

little or no 

revenue 

Hit technical and 
adoption milestones; 

estabhsh demand 
and unit economics 

Infrastructure and 

businesses that 
support other 

businesses or 
create optionality 
;,,.S :::-

Drive measurable 
Impact on other 

businesses 

.. ~ • f•~ 
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Data Sources/References 

go adspnl - Total Ads P&L (DVAA, Search Ads, YT) updated each forecast cycle 

go/adspnlmapping  • Product/product groups (PG) hierarchies for DV AA vs. Search vs. YT, etc 

- DisplayNideo gross revenue forecasts by buying door, sellside product. format, 
environment, etc, (Display Rev Team) 

- Splits total DVAA P&L by various cuts: buying door, sellside product, format, environment. 
channel, etc, (DVAA Finance) 

- Series of trainings on DV AA products, revenue, etc. (DVAA 

go/corpsllesda-flgrs Overview of all Turbo G&A allocated costs: REWs, POPs, Finance. Tl, etc. (DVAA Finance) 

Most recent02'18 DVAA All Hands recording 

Google 
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GBO Fall 2015 Intro Page and Sample LCS Allocation Question 
Fall 2015 Sales Activity Survey 
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2017 DVAA "Waffle" - Buyside Fee, Rev Share, Net Rev% & Media Spend 
0811 AdX..,,.,. 

1 ~ AINOIOI 0A PO M PG leg 0A PO l'!l'o llldcltnQ 

'fo.,TI,J,e °" ~ .... ' "' 45"' 
()&() 

◄S'!f. $5.6E ◄9% SI.OS 
0'4 I~ 

Gma,I 
1!ClO% SO.◄S • AR:'.t.dMob 
~ 32'!. 11"- 32'1, • .ai. 32%, 

~""' 
32W. $5 · ~ 43'!, SO 43 ~ $058 

Adll'\JN 
15,r, ,~ 1~ 20,c, IO'f. 8'4 .I t0% 18'1. ' '4 ~ ~ffll, O'!I 8¾ 0'$ 1r.. 1 ~ 30'M, S3,18 30% $1 Oll IA'lr. SO 28 26% SO 38 10'% S028 ~ $D88 ~ so ra 16% S0~81 a 

~ ' 
ltKtnl-

NortGacge. 
.011 

15% Ml, 

•
,flO"lo ~ 0'4 ~ ,o,,, °" )PE 

I 15% $0.JB 1 10% Sl .3i! 9% sots 10% SO.•B 

0 Significant variance in DBM net margins across inventory sources 

0 Significant variance In buy and sell side contributions across deal types legend: 
• DBM on 3PE net revenue margin depends solely on buyside fees lluyvdl,Fw➔ no 2;".lr. • Sooc;r, 1-i.-, SI-ore 

'0$0not~.,OIIAAPJ4. Netl'!a.rut- 31%$2'18 +-Mec:ia Spl,•4 
•• ,.Wll'd(,Od'M>IC'son 3PEJ :,;«_,. 16li u,,.,Pnxlud Millll•r 
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- TACdlAt lo°"""'"" ___ ,-,,Sm-pu-• Jl>t AdJ(PuM-»clAdMO .,,.;r.wcitd; _,,,.,«/ b-260pS too...- TD/IIIMtl R--~•l• 20'7 

HIGHLY CONFIDENTIAL GOOG-AT-MDL-004327014 



AdWords has higher net rev margin than DBM mainly due to larger YT share 
of spend, but DBM is higher margin when limiting to Network and Auction 
,._ ... 111 

All Tran• Auc:tlon 
~da DBM Mlf=• DBM Only 'fypff 0 Total net rev margin of 38% for AdW vs 

~ 
4-'JI, 4511, ~ 4% 45% 27% in DBM. but YT was -2x share of 

O&O 01.0 Adv..-ords spend (40%)vs DBM (21%) 
08 49% $1.08 08 4~% s1oe -

~ 
G Removing YT, A,jW net rev margin still 1% 2~ 

Netwcwtc 
8% 27'1, • 10% 23% 

H.- significantly higher because DBM has a,,. sa se B 31"4S8.58 34% Sl 58 
direct deals (lower buyside fees and 

~ 1ot. 0%1 1~ 0% 10'11, Oi(, 
Google rev share) and also falls on 

Non~ No"-Gocgle 3PE (0% Google rev share) 
38 1014 $1,88 16% $0.38 10"Sl38 

- • Removing YT end limiting to Auction 
'" 35,-• 8% 19% 

' "' 35'4 
M, 21% Tobll 

38¾ $14,E Total - only. DBM has slightiy higher net rev 
27%$518 JS~ Sl•U 30% $3.78 for Netw0<k, bl.J I AdW remains 8pp 

higher then DBM in - otet net rev 
Totalu-o&O 

~ .
, , 0% '"~l 8% 28% • Ill% 13% margin due to DBM spend on 3PE Tocal .. ,040 20'l4S3.9B 31,r, $8.98 23% $2.78 

Legend: 
&po• FM➔ no 21',lr. +Goo;loR...SI'.,. 

WOnot~.,OIIAAPJ4. Net Ro,,.,..._ 31%$2'18 +-Mec:i. Sptr..S 
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MIi ,t,..,.,.~ • /~~Pl-FH • ~'s/t-SJ,e,-j / - Spend l'>og,,.,,,,,,.,,. --... Pro/.,,.,, ON!•~ .. ,.,,,._,,, __ ,..,.,..., "'P"':ttv 
- TAC duo lo 0po,> '"•--- ,-,,,,_ pu-• J1>t AdJ( Pws - »ctA<fMo .,.;r.wcitd; ...-,,,.,«111.:,50ps to a..., Tl>(9( Mtl R_,. MIIIV• 1n ;oi, 
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Glossary of basic Google display terms: 
display products 

GDN (Google Display Network): Advertiser product to place display ad on collection of websites via Google. Sometimes 
referred to as AdWords because advertisers use the same front-end system as for search ads/ traditional AdWords. 

DBM (DoublecUck Bid Manager): Google's OSP (Demand Side Platform), where advertisers can go to advertise both on 
Google pubhsner product websites (AFC and Ad Exchange) as well as non-Google exchanges. Formerly known as Invite 
Media. 

AFC (AdSense for Content): Google's traditional display publisher product. Other AdSense publisher products that fall 
unde< display include AFD (AdSense for Domain), AFE (AdSense for Error). AFG (AdSense for Games). AFV (AdSense for 
Video}. 

Display Buyside: Includes all Google display advertiser products except GDN/AdMob' Display Buyside includ~ AdX Buyers, 
DBM, DS/DoubleClick Search, DFA/DoubleClick for Advertisers, DRM/DoubleClick Rich Media. 
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