GOOGLE
FLIGHT SEARCH




ONE COMPANY, GOOGLE, DOMINATES SEARCH




BUT VERTICAL SEARCH IS COMPETITIVE, FOR NOW

Google acknowledges it faces competition from

VERTICALS LIKE:

“These vertical markets, which like online travel search, serve specialized needs,
require unique inputs and/or technology, and are narrow enough to prevent
Google’s tremendous scale advantage from overwhelming competition, are in a
sense all that remains of the online search frontier.”

“Maintaining competitive markets for both general and niche search
may be the only alternative, ultimately, to an unregulatable
monopoly.”

American Antitrust Institute 2/18/1 |




GOOGLE LOOKS TO DOMINATE VERTICAL SEARCH
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GOOGLE SAYS...

“We believe users come first.’
(X § °
“We believe in choice.” We built Google for

“We believe in transparency.” consumers, not websites.”

Google’s “ i Google’s “

THE PROBLEM?

“THE GOALS OF THE ADVERTISING BUSINESS
MODEL DO NOT ALWAYS CORRESPOND TO
PROVIDING QUALITY SEARCH TO USERS.”

Google founders Larry Page and Sergey Brin
in their Stanford thesis that formed basis for the company




CASE STUDY: GOOGLE FLIGHT SEARCH

WHAT GOOGLE SAID:

GOOSIC Facts about Google’s acquisition of ITA Software

Home
On July 1, 2010, Geogle announced an agreement to acquire ITA Software, a Cambridge,

Benefits Massachusetts flight information software company, for S700 million, subject to adjustments.

Competition * Google’s acquisition of ITA Software will create a new, easier way for users to find better flight

What people are saying information online, which should encourage more users to make their flight purchases online.
The acquisition will benefit passengers, airlines and online travel agencies by making it
easier for users to comparison shop for flights and airfares and by driving more potential
customers to airlines’ and online travel agencies’ websites. Google won't be setting airfare
prices and has no plans to sell airline tickets to consumers.

Blog post Because Google doesn't currently compete against ITA Software, the deal will not change
existing market shares. We are very excited about ITA Software’s QFX business, and were
locking forward to working with current and future customers. Google will honor all existing
agreements, and we're also enthusiastic about adding new partners.

FAQ

Claims vs. Facts

Press release




GOOGLE: FLIGHT SEARCH DESIGNED FOR USERS

“Google’s acquisition of ITA Software will create a new, easier way for users to find
better flight information online, which should encourage more users to make their

flight purchases online.”
[Google’s “Facts about Google’s Acquisition of ITA Software”]
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Fli T llas - Fares on American Airlin _.com

www.88.com $49” Flights to Dallas
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Promes on Dallas Flights!

Flights from New York, NY (JFK) to Dallas, TX (DFW) Sook Flight Now oS40

Depart Wed December 28 o Return = Sun January 1 “ .

Nonstop A Delts 3h 55m from S574 ernation; SGiestic Flights
o American 3h 45m from $599

Dealfind™ Official Site
All flights A American 3h 45m+ from $508 www.dealfind. com/Dallas
= US Ainways 5h 30m+ from $801 Save 50-90% On Holiday Gifts For
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MOST CONSUMERS SEEK LOWEST PRICES, BUT...
Google

Everything From  Los Angeles (LAX) To New York (JFK)

) - e
Flights \ f _ FargoS793 -

°

More : ' Bilings $562
@ e 0
Boise 8577 -
Any number of stops
Nonstop pa =l SaltLake City 434 = ¢
1 stop or less , . e $AX G
\ o Saint Louis $747 '@ © "
Any airline i \ ; - gt g ¢
Oneworld t
SkyTeam : . &b 5 B8 LA
Star Alliance : Dalag $560 1. G, \T fena $T05
. - A y

Specific airlines... .

A i
'ouanqmctym1 ° Mﬂem"

Any connection
Connect via...

Retum &
Any outbound time Depat  Wed, November 23 eturn Sun, November 27

Specific time... . 1 .
Price Any (auto) Duration Under 6h 37m (auto)

Any return time
Specific time... Outbound flight Los Angeles to New York 19 of 77 results @

Takeoff ~ Dur. Arrival Airline Round trip
6:30 am 5h-—  2:53 pm A Delta 6 fro

7:15 am 5h—  3:28 pm = JetBlue 5 unknown price
7:40 am 5h—+ 359 pm % Virgin America 4 from $1,308
8:30 am 6h 5:06 pm A Delta 6 from $1,416
10:40 am -~ 5h-—~ T7:01 pm % Virgin America 4 from $996
11:05am —6h—~ 7:35 pm A American 6 from $1,613

11:30am - 6h-~ 8:04 pm A Delta 6 from $1,416




GOOGLE EXCLUDES LOWER-PRICED OTA FARES

Google

Evenything From New York (all airports) To Jackson (JAN)

Flights

Depart  Sat January 21 Retum & Wed, January 25
More

Price Under$347 (auto) Duration Any
Any number of stops
Nonstop

Qutbound flight New York to Jackson 84 of 92 results @
1 gop or less

Any airline Takeoff Dur. Arrival Airline Route Round trip
Oneworld
SkyTeam 5:00 am 2h— = US Airways 989 EWR-CLT, 2h 28m layover  uai 21,2012
Star Alliance

Spedific aiines... 9:20am == US Aiways2317  CLT-JAN

Operated by US AirwaysExpressPSA Airlines
Any connection
Connectvia... 5:05 pm - 6:08 pm A Delta 4220 JAN-MEM, 52m layover JAL 25, 2012
Operated by Pinnacle DBA Delta Connection

Any outbound time B A
Spedifictime... 7:00 pm + 1040 pm Delta 5392 MEM-EWR

Operated by ASA DBA Delta Connection

Any return time

Specifictime....
be Airline ste: US Ainways Delta Total- $343

5:30 am 4h—  8:30am B Continental 1697 EWR-IAH, 1h 45m layover  JaN 21, 2012
B Sold asUnited 1697

10:15am —1h-- 1142 am B Continental 4928 IAH~JAN
B Sold asUnited 4928
Operated by Colgan Air DBA CO Cannection

8:31 am = US Airways2526 JAN-CLT, 1h 14mlayover  Jan 25, 2012
Operated by US Airways ExpressPSA Airines

11:10 am == US Airways 1434 CLT-BW, 2h 06m layover

2:29 pm B Continental 4169 BWM-EWR
Operated by Expresset Airlines Inc DBACO
Express

Airline ste: United, US Aiways, Continental Total: $345

546am Th—+ 11:42am . Continental from LGAvia Houston 5 from $304




USERS OFTEN UNABLE TO BOOK TICKETS

Google

Eventhing From  Dallas (all sirports) Les Angeles (LAX)

Flights — s

"o
Salt Lake City $163 o Oranbik 31001
5 Denver $119 Y 'y
Any number of stops ; Saint Losis $121
Nenstop e o &
1 stop or less Nashvile $142 o

2:st0p8 or lass 550 No booking links available. Contact airline directly

o -
N Attanta $172 i
Any airline

Oneworld
SkyTeam
Star Alliance

Spedific sirlines...

Any connection
Connect via...

Oneway ¥  Add return date
Any outbound time
Specific time...

| Dep. | Am. | 12am-12am

Duration Any
I One way flight Dallas to Los Angeles 172 of 172 results @

Takeof  Dur.  Arrival Airline Price -

7:00 am 2h - 825am W Virgin America 871 DFW-LAX nonstop DEC 12, 2011

Airline site: Virgin America Total: $100

8:25 pm + T7:50 pm Virgin America from DFW

755 am = 12:05pm Virgin America from DFW via San Franc

3:05 pm - 8:38pm == US Airways from DFW via Phoenix

3:05 pm - 8:12pm S US Airways from DFW via Phoenix

€:00 am - 9:112am = US Airways from DFW via Pheenix

£:00 am = 11:45am 55 US Airways from DFW via Phoenix

8:10 am = 11:458sm =5 US Airways from DFW via Phoenix

12:05 pm = 319pm 5 US Airways from DFW via Phoenix

6:20 pm - 9:47pm 5 US Airways from DFW via Phoenix

10:10 am - 310 pm Spirit from DFW via Las Vegas




FLIGHT SEARCH: ALGORITHM OR BIAS?

Outbound flight Los Angeles to New York 17 3 Round trip
Airtine Round trip - 43trom §4,02

- e | . “TO THE

A Dema 11om §1.124 4 : 20mom §4.021

P i - mwey EXTENT AN OTA
= e ' i OR GDS ENGAGES

A Dema 1%om $4,124 . A 17om $4,035

2 —_— . e |IN DISPLAY BIAS, IT
= e | B MUST CLEARLY AND

A Dem 1%0m$1,124 - & 70m §936

B e 1rom 124 ' ad CONSPICUOUSLY

£h American 1tom $1,124 X A 21 7rom §4,010

- . mwoe  D|SCLOSE THAT
10m$1,124 : - £7m$2,989 FACT”

1rom §1,124 ' 2mom §4,080
A Dema 1mom §1,124 . $ urioun price

® Virgih Amenca & *rom $1,069 - & 3%om $4,024

A Dem 1mom$e,124 : 11 %rom $934

750am* = Virgh America & trom $1,069 E - T 7rom $934

Snow 3l resuls HCdng US Alnways, Sun Country, JetSioe trom $874 . : QT Ame! 6from §4,344

Snow all resulis Including US Alrways, Sun Country, JeSie




INCIDENCES OF UNAVAILABLE FARES

Google

Everything
Flights

More

Any number of stops
Nonstop

1 stop or less

2 stops or less

Any airline
Cneworld
SkyTeam

Star Alliance
Specific airlines...

Any connection
Connect via...

Any outbound time
Specific time...
Dep. | Am. | 12am-12am

Dallss (sl sirports)

Nl
Sait Lake City $163

Mon, December 12

o

o
Denver $119

Moxico
One way 5

Duration

One way flight Dallas to Los Angeles

Takeoff Dur. Arrival Airline

3h— -

3h 8 o

Virgin America

Virgin America

Virgin America

= US Airways

= US Airways

= US Airways 802

=5 US Airways 24

Airline site: US Airways

@
Omaha $165

Los Angeles (LAX)

———— v

 Chicago 107

e L]
Saint Lovis $121° @
{ ==-suz
0 Nashv °
o
Attanta $172

Add return date
Any
72 results @
Route Price =
from DFW $100
from DFW $100
from DFW via San Franc $110
from DFW via Phoenix $110
from DFW via Phoenix $110

DFW-PHX, 1h 09m layover  DEC 12, 2041

PHX-LAX

U'S AIRWAYS

Your best match

Depart Dallas/Fort Worth, TX (Dallas/Fort Worth) e Los Angeles, CA
Date: Monday, December 12, 2011

602 = 6:00 AMDFW  7:36 AM PHX

U= 8:45 AMPHX  9:12 AM LAX

Best match

$144 %

Non-refundable

Want to save $507

Get the US Airways Premier World
MasterCard® Learn more

* Does not include taxes and optional
fees. Checked baggage fees may
2pply.

o $125




POTENTIAL CONSUMER PROTECTION VIOLATIONS?




DISCLOSURE OF CODE-SHARING ARRANGEMENTS

v A v A v BN L T T A o, [E— T
N A LA NN o R Novem

1,219 0f 1,219 Sort Price (low to high)* Show +/- 3days  Show matrix

Stay Productive In Flight
Show fare charts Select Wiff available on most domestic fights.
Ririne fees: Table | Add Ah
baggage

Price Under §1,198 (auto) Duration Under 6h 55m (auto)

Outbound flight Los Angeles to New York 16 of 90 results @
Takeoff - Dur. Arrival Airline Round trip

s e p— LAX 1:30p & FK 1159p 1 b Sh - 2:27pm M united 1 from $1,124
[ nonstop A pelta JFK 9:00p 3 LAX 7:402 1
[@]1st0p 5h - 2:53pm A Deita 1 from $1,124

[#]2+ stops Skywes: DBA Dekta Gonnection cperates fight 4614,

g T 4:25pm B united 1 from $1,124
[] Show Red Eye / Overnight
7] Take-oft Landing $665 = usamays/ LAX 11:402 9 JFK 1159 1 o 19m - 6:09 pm A Delta 1 from $1,134
A Delta

Take-off (Depart Fiight) JFK 9:00p - LAX 7:40a 1 13h 40m
Wed 6:00a - Thu 12:008

L

Take-off (Return Flight)

Los Angeles to New York 16 of 90 results @
Arrival Rirline Round trip
M unitea 1 trom $1,124
A Delts 1fom $1,124
M united 1fom $1,124

A Delta 44 LAX=CVG, 35m layover NOV 23, 2011

Delta 2742 CVG-JFK
Operated by Mesaba DBA Delta Connection

“WHEN PASSENGERS BUY AN AIRLINE TICKET, THEY HAVE THE
TO KNOW WHICH AIRLINE WILL BE OPERATING THEIR FLIGHT."




CHECKED BAG DISCLOSURES

Desen

Price

OuBound MRt Los Angeles 10 New York
&0am W unnea 1%om$1 124
630am & Dems 1 %om $1,124
05 am J = & American Trem$1
B urnes 1 mem $1124
A Dens 1w §1,124
* Prices are per person and are for e~tickets and include all taxes & fees in USD. A cens Y
: - R Untea RS
We make every attempt to get accurate prices, however, prices are not quaranteed. - —
“ The fares dlsp1ayed in Kayak Banner ads include all taxes and fees for economy class travel and were rakomss 1
£ JL 72 == i H“L c-* E k" o i b hL! u o Ls J 5 M American 1%em$1,124
days. Fares are subject to change and may not be available on all ﬂnghts or dates of travel. Som-e - )
carriers charge additional fees for extra checked bags. Please check the carriers’ sites. o - LIz

TEem LI

™ Hacker Fares look for better round-trip deals by combining two tickets issued by different airlines for
each direction of travel, Because two tickets will be issued, different rules and policies (for example, for
baggage fees, change fees, and refunds) may apply in each direction. Any changes made to one of
your tickets will not affect the other ticket (for example, f your initial fight is cancelled by either you or
the airline, the other airline with which you booked your return flight is not obligated to issue a refund - i il
or change your itinerary). You are responsible for complying with each airline’s terms and conditions, = : : o 8874
vrhich may differ (for example, check-in times and limits on baggage sze/weight). Please carefully
review the details of each airline’s contract before booking, and ensure that you complete the booking = Try s semrcn on Expesis - Gro - Priceing - Tramiocsy - Chessost - Kaysk
requirements for both tickets. Because fares change frequently, please check that both of the listed
fares are still available before proceeding with your bookings. If you are traveling internationally, you BRCRHE | SM Setac
may need to provide proof that you have a return flight at check in and at immigration. You may want e e & S i
to print both of your e-ticket confirmations before starting travel.

1o $1124
& vom $1.069

1w $112




SO WHY WOULD
GOOGLE STEER
CONSUMERS TOWARD

AN
?




GOOGLE BLAMES THE AIRLINES

“THE AIRLINES DON’T WANT THE
ONLINE TRAVEL AGENTS INCLUDED.”

WHICH RAISES INTERESTING QUESTIONS: Do all the airlines object to including online travel
agents! Or is Google working with a few airlines to exclude the online travel agents, and smaller airlines?




ECONOMIC INCENTIVE TO FAVOR AIRLINES

Google [ a |

C d U C ) C DOIC

Brering From | LosAngeks (LAY) - w® New Yo (FK) -1l @ =
Fagnts
g Depan  ‘Wed. Noverper 23 « » || Rewm 3% | Sun Novemoer7 o | N M - - ) N 0 e

Price | Am () . Duration Unoer 60 37m (30) il [ne®
Any numbsr of stops = [ Y. 2 2 =
Norsip Outbound flight Los Angeles to New York 210173 resuts @ =
18300 of less
Any skrine Dasor our.  Amval Alrnns Rouls Rouna tnio - - d U UJ d - <> 0
Cneworid
Se/Team Snow ail results INcuding US Alrways, Sun Country, United from $880
Star Alllance
Speciic alrines._ 1040am S - 701pm u Virgh America 3%om $996
Any connection g30pm S - SdSam™ ® Virgh America 3%0m §996
Comectvia__

. = - 3
o = 1:35pm s 750am Virgh Amenica 3%0m $996 = . - - ® N
Speoic me.. 140pm @ - 1000pm ® Virgh America 3trom $1,271
return tme a -

;':,c.,,__ 340pm S - 11SSpm W Virgh America 3%om §4,271 A : 0Jojojeo

T40am @ - 3%9pm w Virgh America 3#rom §1,308

U U c - C U 0J6 d ¢ C

130pm @ - gSSpm A Dema &trom $4,311

4Xpn S - 1252am” A Dem 6trom $1,314 0 0 C C1C Cl o r. C

NW0pm S - TASam~ A Dem 6 rom $4.311

. A L ‘ - A - ) . A -

630am & - 283pm A Dema &om§4,416

80am @ - spm A Dem £ 7om $1.416 U C CAPC C C CAC D1

M30an & - s0tpm A Dem £mom$4,416 -

i ploratic

30 pm S - S4Sam* A Dema &mom§4,416

no5am & - 735pm 2 American 4rom$1,613

T15am & - 328pm e JeBke S unown price

930am & - 600pm % American 4 urknoun price

AD Try this search on Kayak - Priceline - Travelocity - Expedia - Orbitz - Cheapoair
1215pm & - 34Spm A Amenican & urinoum price
124Spm & - 900pm -~ Jeie § uriown price
[ = [ q q [}

155pm S - 1008pm - JeBie S urknown price

305pm s - Mgpm o JeBie S urknown

&0pm 3 - SOtamt e JeBle 5 price

DOV IC

Ao Try Tis search on Kagk - Priceing - Traeiochy - Expedia - Ok - Cheapoalr -




ECONOMIC INCENTIVE TO FAVOR AIRLINES

From | Los Angeles (LAX)

Degan | Wed, Noveroer 23

Price Ay (3u0)
Outbound flight Los Angeles to New York 210173 resuts @

=T — “ADVERTISING INCOME OFTEN

Snow ail results INcuding from $880

= — PROVIDES AN INCENTIVE TO
e0pm S - 3#om §396
o e e — PROVIDE POOR QUALITY
140pm . 3trom $1,271
340pm . Itrom §1.271
T40am . 3%om §1,308
13 . Efrom §1,311
130pm . &1om$1,341
N:30pm . 6rom$1.311
&30an . £om§1.416 AD Try this search on Kayak - Priceline - Travelocity - Expedia - Orbitz - Cheapoair
&30am . £ rom §1.416
£70m §4,416
6mom§1,416
4tom $1.613

S unown price

a0 Try s 6arch on Kagak - Priceiing - Trawioch; - Expedia - OrDiz - Cheapoalr




ECONOMIC INCENTIVE TO FAVOR AIRLINES

GOOGLE IS MOVING TOWARD
A

ADVERTISING MODEL.

A CPA model would mean that Google would get paid when a user purchases a ticket (from
the Flight Search page).With a CPA model, Google would receive a percentage of the sale. (In

the past, Google has employed a “cost-per-click” (CPC) model. That means whenever a user clicks on
an ad on a Google site, Google gets paid a fixed fee.)

And if Flight Search ads are being sold as CPA ad units, then
Google benefits when consumers pay more for airfare.




ONE STEP CLOSER TO SELLING TICKETS?

WHAT GOOGLE SAID:

Facts about Google’s acquisition of ITA Software

©On July 1, 2010, Google announced an agreement to acquire ITA Software, a Cambridge,
Massachusetts flight information software company, for $700 million, subject to adjustments.

* Google’s acquisition of ITA Software will create a new, easier way for users to find better flight
information online, which should encourage more users to make their flight purchases online.

¢ The acquisition will benefit passengers, airlines and online travel agencies by making it
easier for users to comparison shop for flights and airfares and by driving more potential
customers to airlines” and online travel agencies’ websites. Google won't be setting airfare
prices and has no plans to sell airline tickets to consumers.




GOOGLE FLIP-FLOPS ON ONLINE TRAVEL AGENCIES

Google

Evenything From  Washington (all airports)  + Las Vegas (LAS)
Flights - "

o
More ¥ Billings $792

Any number of stops
Nonstop

Up to 1 stop 0]
Saint Louis $471
Any airline
Oneworld
SkyTeam

Star Alliance
Specific airine

3 o

° Nashville 5452

Okishoma City $817
¥ o

Atlants 5280

Any connection
Connectvia...

Depart  Sat, March 31 Wed, April 4
Any outbound time

Specifictime... Price Under $1,797 (auio) e Duration Under 7h 23m (auto)

Any return time )
Specifictime... Outbound flight Washington to Las Vegas 15 of 132 results @

Takeoff Dur. Arrival Airline Route ~ Round trip
Show all results including: US Airways, Alaska, Virgin America from §535

6:15 pm 4n -+ 812pm ~= Frontier 837 DCA-DEN, 1h 13m layover MAR 31, 2012
9:25 pm 2h+  10:20 pm ~= Frontier 769 DEN-LAS

g10am  2h - :57am == Frontier 531 LAS-DEN, 43m layover APR 4, 2012
11:40am  3h - 454pm ~= Frontier 724 DEN-DCA

Airline site: Frontier Total: $719

" 1adutt LU
7:51pm 5h - 10:08 pm United i

8:45pm 5h-- 10:57 pm US Airways incl taxes & fees

Frontier

545am 7h - 9:43am = US Ainvays fOM| incitaxes & fees




WHAT EXPERTS ARE SAYING

With Google Flight Search,“[consumers] are not
going to get an impartial search result with
multiple choices like a traditional OTA, but instead
are likely to end up with a limited menu of options, as

dictated by the airlines.”
Joseph Rubin, president of the Interactive Travel Service Association
in a guest post on Inooz 12/7/11

“l can’t imagine this breathtaking dominance escaping
the attention of regulators much longer. But if it does
— if Google takes over travel — there could be
serious and long-lasting consequences that
could harm consumers and businesses. Imagine
what might happen to an airline or hotel company that
disagrees with the way Google prices its products
when it holds a commanding market share in travel? It
could be cut off from millions of customers with a
single keystroke.What if Google knocks off one or two
online travel agencies, or a company such as Kayak,
which searches multiple sites for flights? Where do
we go when our only viable option is Google?
What would happen to innovation when one

company controls so much?”
Chris Elliott, consumer advocate and nationally syndicated
columnist in the VWashington Post 1/4/12

Google Flight Search, at first only providing glimpses of
itself if one searched for it has now come front and
center. If anyone had any doubt that Google is skewing
its “search” results to help itself, there cannot be any
doubt now...Under the guise of airline search, Google
is presenting self-serving results with the intent to put
competitors, who once paid them for ads based on
search, out of business.Worse, the Google Flight Search
result that sits at the top of the faux search results isn’t
even labeled “advertisement,’ which it sure as heck is.
Consumers are being misled today and
tomorrow, after Google puts competitors out of

business, they will find themselves being fleeced.
Consumer Travel Alliance 12/19/11

Google Flight Search is “limiting consumers’ knowledge.
This is a situation where Google is trusted as a ‘search
engine’ that goes across the whole Web, but it is only
going to a small select group of airlines and including
them in Flight Search...Google and the airlines
have a sweetheart deal with each other, and the

consumers are getting screwed.”
Charlie Leocha, director of the
Consumer Travel Alliance to Travel VWeelly 12/4/11




WHAT DOES IT MEAN FOR CONSUMERS?

And it’s not just in travel search...

25




GOOGLE’S BEHAVIOR HARMS CONSUMERS

WEBSITES AND CONTENT
CREATORS: Websites lose traffic
when Google steers users to its own or
preferred partners’ sites. This means
competitors have to increase their
advertising spend on Google to try to
make up for that lost traffic.

ADVERTISERS: Advertisers pay ever-
higher fees to Google and have little choice
but to accept Google’s arbitrary terms.

CONSUMERS: Consumers are misled by Google’s
manipulated search rankings and deceptive and preferential
display of its own sites in response to users’ queries. More

broadly, consumers pay more for goods and services because
advertisers are paying more to Google and because of
diminished competition among websites. Further, Google’s
exclusionary conduct denies revenue and traffic to sites that
compete with Google, hindering the ability of those sites to
bring more innovative online content and better services to
consumers.




NOT TO MENTION...

THE FUTURE OF THE INTERNET
Google’s control over access to information on the Internet threatens
both existing and new Internet businesses.

Simply put, Google’s market power and anticompetitive practices inhibit
other Internet businesses from competing by denying those companies
the user traffic and revenue they need to develop new products, support
innovation, create jobs, and foster economic growth.

For those who are unable to win Google’s favor or those seeking to

enter Internet commerce, Google’s practices present a barrier to entry
and an obstacle to competing on the merits.

CONSUMERS!







“TRUST US” IS NOT ENOUGH
LEARN MORE AT WWW.FAIRSEARCH.ORG




