
 
        April 15, 2022 
  
Jeffrey D. Karpf 
Cleary Gottlieb Steen & Hamilton LLP 
 
Re: Alphabet Inc. (the “Company”) 

Incoming letter received February 1, 2022 
 

Dear Mr. Karpf: 
 

This letter is in response to your correspondence concerning the shareholder 
proposal (the “Proposal”) submitted to the Company by Trillium ESG Global Equity 
Fund et al. for inclusion in the Company’s proxy materials for its upcoming annual 
meeting of security holders.   
 
 The Proposal, which raises the issue of discriminatory effects of the Company’s 
algorithmic systems, requests that the Company go above and beyond its existing 
disclosures and provide more quantitative and qualitative information on its algorithmic 
systems. 
 
 We are unable to concur in your view that the Company may exclude the Proposal 
under Rule 14a-8(i)(7).  In our view, the Proposal transcends ordinary business matters 
and does not seek to micromanage the Company.  
 

Copies of all of the correspondence on which this response is based will be made 
available on our website at https://www.sec.gov/corpfin/2021-2022-shareholder-
proposals-no-action. 
 
        Sincerely, 
 
        Rule 14a-8 Review Team 
 
 
cc:  Jonas Kron 

Trillium ESG Global Equity Fund  



 

Writer’s Direct Dial: +1 212 225 2864 
jkarpf@cgsh.com 

VIA E-MAIL (shareholderproposals@sec.gov) 

U.S. Securities and Exchange Commission 
Division of Corporation Finance 
Office of Chief Counsel 
100 F Street, N.E. 
Washington, DC 20549 

Re: Shareholder Proposal Submitted by Trillium ESG Global Equity Fund, The 
Congregation of St. Joseph, Mercy Investment Services, Inc., The Sisters of the 
Presentation of the Blessed Virgin Mary of Aberdeen, South Dakota and Vancity 
Investment Management 

Ladies and Gentlemen: 

We are writing on behalf of our client, Alphabet Inc., a Delaware corporation 
(“Alphabet” or the “Company”), pursuant to Rule 14a-8(j) under the Securities Exchange Act of 
1934, as amended (the “Exchange Act”), to notify the staff of the Division of Corporation 
Finance (the “Staff”) of the Securities and Exchange Commission (the “Commission”) of the 
Company’s intention to exclude the shareholder proposal (the “Proposal”) and supporting 
statement (the “Supporting Statement”) submitted by Trillium ESG Global Equity Fund, The 
Congregation of St. Joseph, Mercy Investment Services, Inc., The Sisters of the Presentation of 
the Blessed Virgin Mary of Aberdeen, South Dakota and Vancity Investment Management (the 
“Proponents” and each, the “Proponent”), by letters dated December 20, 2021, December 20, 
2021, December 21, 2021, December 22, 2021 and December 22, 2021, respectively, from the 
Company’s proxy statement for its 2022 annual meeting of shareholders (the “Proxy 
Statement”). 

In accordance with Section C of the SEC Staff Legal Bulletin No. 14D (Nov. 7, 
2008) (“SLB 14D”), we are emailing this letter and its attachments to the Staff at 
shareholderproposals@sec.gov. In accordance with Rule 14a-8(j), we are simultaneously sending 
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a copy of this letter and its attachments to the Proponents as notice of the Company’s intent to 
omit the Proposal from the Proxy Statement. The Company expects to file its definitive Proxy 
Statement with the Commission on or about April 22, 2022, and this letter is being filed with the 
Commission no later than 80 calendar days before that date in accordance with Rule 14a-8(j). 
Rule 14a-8(k) and Section E of SLB 14D provide that shareholder proponents are required to 
send companies a copy of any correspondence that the shareholder proponent elects to submit to 
the Commission or the Staff. Accordingly, we are taking this opportunity to remind the 
Proponents that if the Proponents submit correspondence to the Commission or the Staff with 
respect to the Proposal, a copy of that correspondence should concurrently be furnished to the 
undersigned on behalf of the Company. 
 

THE PROPOSAL 

The Proposal and Supporting Statement are attached hereto as Exhibit A. The 
Proposal states: 

RESOLVED: Shareholders request Alphabet go above and beyond its existing 
disclosures and provide more quantitative and qualitative information on its algorithmic systems. 
Exact disclosures are within management’s discretion, but suggestions include, how Alphabet 
uses algorithmic systems to target and deliver ads, error rates, and the impact these systems had 
on user speech and experiences. Management also has the discretion to consider using the 
recommendations and technical standards for algorithm and ad transparency put forward by the 
Mozilla Foundation and researchers at New York University. 
 

BASES FOR EXCLUSION 

In accordance with Rule 14a-8(i)(7), we hereby respectfully request that the 
Staff confirm that no enforcement action will be recommended against the Company if the 
Proposal and the Supporting Statement are omitted from the Proxy Statement because the 
Proposal deals with matters relating to the Company’s ordinary business operations.  
 

ANALYSIS 

I. The Proposal May Be Excluded Under Rule 14a-8(i)(7) Because It Deals With 
Matters Relating to Alphabet’s Ordinary Business Operations 

A. Overview of Rule 14a-8(i)(7) 

Rule 14a-8(i)(7) permits a company to exclude a shareholder proposal if it “deals 
with a matter relating to the company’s ordinary business operations.” According to the 
Commission, the term “ordinary business” refers to matters that are not necessarily “ordinary” in 
the common meaning of the word, but instead the term “is rooted in the corporate law concept 
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providing management with flexibility in directing certain core matters involving the company’s 
business and operations.” Exchange Act Release No. 34-40018 (May 21, 1998) (the “1998 
Release”). In the 1998 Release, the Commission stated that the underlying policy of the ordinary 
business exclusion is “to confine the resolution of ordinary business problems to management 
and the board of directors, since it is impracticable for shareholders to decide how to solve such 
problems at an annual shareholders meeting.” Id.  

There are two central components of the ordinary business exclusion. First, as it 
relates to the subject matter of the proposal, “[c]ertain tasks are so fundamental to management’s 
ability to run a company on a day-to-day basis that they could not, as a practical matter, be 
subject to direct shareholder oversight.” Id. The Commission has differentiated between these 
ordinary business matters and “significant social policy issues” that “transcend the day-to-day 
business matters and raise policy issues so significant that it would be appropriate for a 
shareholder vote.” Id. The latter is not excludable as pertaining to ordinary business matters, and 
in assessing whether a particular proposal raises a “significant social policy issue,” the Staff will 
review the terms of the proposal as a whole, including the supporting statement. Id. Second, as it 
relates to the implementation of the subject matter of the proposal, the ability to exclude a 
proposal “relates to the degree to which the proposal seeks to ‘micro-manage’ the company by 
probing too deeply into matters of a complex nature upon which shareholders, as a group, would 
not be in a position to make an informed judgment.” Id.  

A shareholder proposal being framed in the form of a request for a report does not 
change the nature of the proposal. The Staff reiterated this position in SEC Staff Legal Bulletin 
No. 14E (Oct. 27, 2009) (“SLB 14E”) when discussing proposals relating to an evaluation of risk 
by the Company, stating that “similar to the way in which [it] analyze[s] proposals asking for the 
preparation of a report, the formation of a committee or the inclusion of disclosure in a 
Commission-prescribed document — where [the Staff] look[s] to the underlying subject matter 
of the report, committee or disclosure to determine whether the proposal relates to ordinary 
business — [the Staff] will consider whether the underlying subject matter of the risk evaluation 
involves a matter of ordinary business to the company.” See also Johnson Controls, Inc. (Oct. 
26, 1999) (“[Where] the subject matter of the additional disclosure sought in a particular 
proposal involves a matter of ordinary business . . . it may be excluded under [R]ule 14a-
8(i)(7).”). 

More recently, in Staff Legal Bulletin No. 14L (Nov. 3, 2021) (“SLB No. 14L”), the 
Staff rescinded prior guidance that a company may exclude a shareholder proposal in respect of 
its ordinary business operation if the proposal did not raise a significant policy issue of the 
company. The Staff stated that it will instead look to whether the policy issue may have broad 
societal impact such that it transcends the ordinary business of the company, regardless of nexus 
between the issue and the company’s business. In explaining the change, the Staff noted, “[W]e 
have found that focusing on the significance of a policy issue to a particular company has drawn 
the Staff into factual considerations that do not advance the policy objectives behind the ordinary 
business exception,” which “did not yield consistent, predictable results.”  

 
In addition, in SLB No. 14L, the Staff provided guidance on its position on 

micromanagement when evaluating requests to exclude a proposal on that basis under the 
ordinary business exception. The Staff reiterated that it does not view proposals that seek detail 
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or seek to promote timeframes or methods as per se micromanagement. Instead, the Staff will 
focus on the level of detail and granularity sought in the proposal and may look to well-
established frameworks or references in considering what level of detail may be too complex for 
shareholder input. The Staff also noted that it will look to the sophistication of investors 
generally, the availability of data and the robustness of public discussion in considering whether 
a proposal’s matter is too complex for shareholders, as a group, to make an informed judgment. 

B.  The Proposal may be excluded under Rule 14a-8(i)(7) because it relates to 
the manner in which the Company targets and delivers ads, and the proprietary methodology 
inherent to that delivery, which directly relates to the Company’s ordinary business operations. 

1. The Proposal seeks to impose shareholder oversight of the proprietary 
algorithms by which the Company delivers advertisements for its venders, partners and 
advertising client base, which relates to matters fundamental to management’s ability to run the 
Company.  

 
The Proponents in the Supporting Statement cite a general concern about “how 

algorithmic systems can lead to discriminatory and other harmful outcomes in education, labor, 
medicine, criminal justice, and online platforms.” The central focus of the Proposal, however, is 
the Proponents’ issue with the Company’s proprietary algorithms with respect to “online targeted 
advertisements.” For example, the Proponents discuss a number of legislative proposals 
“regarding online targeted advertisements” and “requir[ing] online platforms ‘to maintain and 
provide access to ad repositories, allowing researchers, civil society and authorities to inspect 
how ads were displayed and how they were targeted.’” The Proponents also claim that “Google 
Ads ‘blocks advertisers from using 83.9 percent of social and racial justice terms’” and refer to 
an allegation that “Google’s technology could perpetuate racism and sexism.” Despite the 
attempt to tie the Proposal to discrimination, the Proposal focuses on the proprietary methods 
and algorithms with which the Company delivers its clients’ advertisements to users of its 
products and services—which involves the Company’s most significant business and day-to-day 
operations. The Staff has previously agreed that proposals relating to the manner in which a 
Company advertises products and services relate to a company’s ordinary business operations 
and may be excludable under Rule 14a-8(i)(7). In a very similar case, Omnicom Group Inc. 
(Mar. 17, 2021), the proposal requested that the company commission a report evaluating the 
degree to which the company ensured its advertising policies were not contributing to violations 
of human or civil rights. Omnicom Group Inc., which “provid[es] advertising, marketing and 
corporate communications services to clients through its branded networks and agencies around 
the world,” argued that the manner in which it “advised its clients to advertise their products or 
services” was fundamental to management’s ability to run the company on a day-to-day basis, 
and thus excludable under Rule 14a-8(i)(7). The Staff concurred without providing a separate 
written response. Similarly, in Amazon.com, Inc. (Mar. 23, 2018), the Staff permitted the 
exclusion of a proposal requesting that “the board take the steps necessary to establish a policy 
that will ensure that the Company does not place promotional or other marketing material on 
online sites or platforms that produce and disseminate content that expresses hatred or 
intolerance for people on the basis of actual or perceived race, ethnicity, national origin, religious 
affiliation, sex, gender, gender identity, sexual orientation, age or disability” because it related to 
the company’s ordinary business operations. Arguing that the proposal intruded upon its 
“carefully developed process that seeks to restrict advertising on inappropriate domains and web 
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pages,” the company stressed that the “the process of restricting digital advertisements from 
appearing on various domains and webpages through blocklists and filters is complex and 
evolving.” In its written response, the Staff noted that the Proposal “relates to the manner in 
which the Company advertises its products and services.”  

 
The Company’s advertising operations and potential risks resulting from the 

manner in which ads are targeted and delivered fall squarely within the scope of ordinary 
business operations. The advertisement algorithms at issue here are comparable to the active 
decision-making at issue in Omnicom Group Inc., where the company highlighted the significant 
time, energy and resources dedicated by its advertising professionals to advertising products and 
services and selecting the appropriate channels for advertisements. The Company devotes 
significant time, energy, and resources, and management expends substantial attention and focus 
on developing and improving the Company’s advertising algorithms, which serve as the 
technology-enabled versions of Omnicom Group Inc.’s practices and form the basis of the 
Company’s core business model. As highlighted in the Company’s Annual Report filed on Form 
10-K for the year ending December 31, 2020 (the “Annual Report”), attached as Exhibit B, 
Google Services generates revenue predominantly through its targeted advertising services, 
which are founded upon its proprietary ad targeting algorithms. The “world-class technology 
platform for advertisers, agencies and publishers” focuses on “serving the right ads at the right 
time” and seeks to “improve the measurability of advertising.” The Company devotes significant 
resources to addressing bad advertising practices and monitoring the applications and websites 
where ads are placed. Id. While the Company largely places advertisements via algorithm rather 
than manual placement of individual ads, the Company’s development and oversight of its 
proprietary algorithms allow its advertising services to stay competitive against its peers. They 
are fundamental to the Company’s ordinary business operations and an inextricable part of the 
day-to-day decision-making and tasks reserved for the Company’s Board and management.  

 
While the issue of discrimination is raised in other portions of the Proposal, the 

resolved clause does not directly address this topic or require that the Company directly address 
it. Of course, the Company recognizes the importance of fairness, accountability and 
transparency in targeted advertising and takes seriously the potential issues raised by 
discriminatory outcomes. For that reason, it has already implemented and provided information 
about how it provides targeted ad services for its clients, including what the algorithms allow and 
what they prohibit. The Company adheres to extensive public reporting requirements, providing 
investors significant insight into its business operations, and maintains a support page for Google 
Ads at https://support.google.com/adspolicy (“Google’s Ads Policy”), which, among other 
things, includes the following statement: “[the Company] value[s] diversity and respect for 
others, and we strive to avoid offending users, so we don’t allow ads or destinations that display 
shocking content or promote hatred, intolerance, discrimination, or violence,” along with a list of 
examples and guidelines to its advertiser clients. Among those examples include, “[c]ontent that 
incites hatred against, promotes discrimination of, or disparages an individual or group on the 
basis of their race or ethnic origin, religion, disability, age, nationality, veteran status, sexual 
orientation, gender, gender identity, or any other characteristic that is associated with systemic 
discrimination or marginalization[, including, but not limited to] [c]ontent promoting hate groups 
or hate group paraphernalia; content that encourages others to believe that a person or group is 
inhuman, inferior, or worthy of being hated.” Google’s Ads Policy also contains detailed pages 
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on topics ranging from misrepresentation to data collection and use, and from enabling dishonest 
behavior to personalized advertising and ad targeting. The Ad targeting page, available at 
https://support.google.com/adspolicy/topic/7012636?hl=en&ref_topic=1626336, provides 
substantial information on the Company’s personalized advertising policies, with separate pages 
for sensitive interest categories. Google’s Ads Policy specifically prohibits targeting users based 
on their identity and belief, a sensitive interest category encompassing sexual orientation, 
political affiliation and political content, race and ethnicity, religious belief, marginalized groups 
and transgender identification.  

 
To provide greater transparency, the Company has shared with its users how 

search results are served to them, and provides tools to its users so that they can make more 
informed decisions about the sites they may want to visit and what results will be most useful to 
them.1 The Company has also given its users a deeper look into things like YouTube’s 
recommendation system.2 Further, 2021 marks one decade of the Company releasing its annual 
Ads Safety Report, available at 
https://services.google.com/fh/files/blogs/ads_safety_report_2020.pdf, which highlights the work 
it does to prevent malicious use of its ads platforms. Providing visibility on the ways in which 
the Company prevents policy violations in the ads ecosystem has long been a priority for the 
Company. 

 
The Company’s advertising products are fundamental to the Company’s ordinary 

business operations—representing over 80% of the Company’s total revenues. Detailed 
qualitative and quantitative information pertaining to the Company’s algorithmic systems, 
particularly the suggested data on targeting and delivering ads and error rates, constitute valuable 
intellectual property assets. To disclose such intricate details would be to disclose confidential 
and proprietary information, potentially including business strategies, which could be 
competitively harmful. Even though the Proposal clarifies that the “exact [additional] disclosures 
are within management’s discretion,” the Proponents request additional disclosure on the 
Company’s algorithmic systems beyond what is already disclosed, such as “how [the Company] 
uses algorithmic systems to target and deliver ads, error rates, and the impact these systems had 
on user speech and experiences.” Given the extent to which the Company already discloses its 
approach to targeting and delivering ads, to prepare such a report would necessarily require 
disclosure about how the Company’s algorithms work and how they are built, which would be 
tantamount to disclosing trade secrets that would effectively give the Company’s competitors the 
opportunity to outpace the Company and drive down shareholder value. Providing proprietary 
information with regard to its algorithmic systems would not provide meaningful information to 
investors, but could enable bad actors to game the Company’s system, bypass Company-
established protections, or reveal information with respect to the Company’s business operations 
and advertising products that competitors could employ in their competitive strategies.  

 

                                                 

1 JK Kearns, A quick way to learn about search results, GOOGLE THE KEYWORD – SEARCH (Feb. 1, 2021), 
https://blog.google/products/search/about-search-results/. 
2 Cristos Goodrow, On YouTube’s recommendation system, YOUTUBE OFFICIAL BLOG – INSIDE YOUTUBE (Sept. 15, 
2021), https://blog.youtube/inside-youtube/on-youtubes-recommendation-system/. 
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Importantly, unlike the vast majority of shareholder proposals submitted to public 
companies, the Proposal does not contain any limitations on disclosure for proprietary or 
confidential information, rendering the Proposal substantially broader than disclosure-related 
proposals that the Staff has concurred were excludable under Rule 14a-8(i)(7). See, e.g., TJX 
Cos., Inc. (Mar. 29, 2011) (permitting the exclusion of a proposal requesting an annual risk 
assessment of the actions the company takes to minimize federal, state and local corporate 
income taxes, omitting proprietary information). The disclosures requested in the Proposal would 
interfere with the Board’s and management’s fundamental duties and responsibilities in running 
the Company’s day-to-day operations—precisely what Rule 14a-8(i)(7) was intended to prevent 
through the shareholder proposal exclusion process.  

 
To assert that the Proposal characterizes its request as asking the Board to provide 

“more quantitative and qualitative information” on its current algorithmic systems, rather than 
directing its advertising operations, places form over substance. The Staff has historically 
recognized that proposals requesting dissemination of a report should be evaluated by 
considering the underlying subject matter of the proposal, and that such proposals would be 
excludable under Rule 14a-8(i)(7) when the substance relates to the ordinary business operations 
of the company. While the Proposal does not specifically request a written report, it asks for the 
Company to provide additional disclosure with both quantitative and qualitative information. See 
Release No. 34-20091 (August 16, 1983) (“[T]he staff will consider whether the subject matter 
of the special report or the committee involves a matter of ordinary business; where it does, the 
proposal will be excludable”) and Staff Legal Bulletin No. 14K (Oct. 16, 2019) (“SLB 14K”)  
(“[T]he precatory nature of a proposal does not bear on the degree to which a proposal 
micromanages”). See also Rite Aid Corp. (April 17, 2018) (permitting the exclusion of a 
proposal requesting a report on the feasibility of adopting company-wide goals for increasing 
energy efficiency and use of renewable energy, in which the Staff determined that the proposal 
focused “primarily on matters relating to the Company’s ordinary business operations”) and 
Netflix, Inc. (Mar. 14, 2016) (permitting the exclusion of a proposal that requested a report 
relating to the company’s assessment and screening of “inaccurate portrayals of Native 
Americans, American Indians and other indigenous peoples,” in which the Staff determined that 
the proposal related to the ordinary business matter of the “nature, presentation and content of 
programming and film production”). Thus, though the Proposal is in the form of a request for 
additional information, it is excludable because the underlying subject matter bears on the 
ordinary business topic of the manner in which the Company advertises its clients’ products and 
services. 

 
2. The Proposal seeks to may be excluded under Rule 14a-8(i)(7) because it 

seeks to “micromanage” the Company by compelling the disclosure of proprietary information, 
supplanting the judgment of management and the Board. 

The Proposal may be properly excluded under Rule 14-a-8(i)(7) because it seeks 
to supplant the judgment of the Board regarding the quantitative and qualitative disclosure the 
company provides regarding its advertising products. The Staff noted in SLB 14K that a proposal 
“micromanages” a company where it “seeks intricate detail or imposes a specific strategy, 
method, action, outcome or timeline for addressing an issue, thereby supplanting the judgment of 
management and the board.” Though, as noted above, the Staff does not view a request for 
“intricate detail” or specific methodologies as per se micromanagement, the Staff also stated in 
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SLB 14K that if a proposal “potentially limit[s] the judgment and discretion of the board and 
management, the proposal may be viewed as micromanaging the company.  

The Staff has historically found that proposals seeking additional detailed 
disclosure, the subject matter of which involves ordinary business operations, may be excluded 
under Rule 14a-8(i)(7). In Devon Energy Corp/DE (Mar. 18, 2015), the proposal requested that 
communications between the company’s employees and lawyers with employees of all 
governmental agencies be made public going forward. The Company argued that, provided that 
the company is in compliance with applicable regulatory and legal requirements, the 
determination of what information should be disclosed to investors and the public is 
management’s responsibility, and to compel additional disclosure would interfere with 
management’s ability to “control decisions related to the disclosure of highly confidential and 
sensitive information.” The Staff permitted exclusion of the proposal under Rule 14a-8(i)(7), 
noting that “the proposal related to disclosure of ordinary business matters.” Similarly, in 
Peregrine Pharmaceuticals, Inc. (July 28,2006), the Staff permitted the exclusion of a proposal 
that requested that the company provide on a monthly basis highly detailed information 
concerning each and every one of their clinical trials because it related to the company's 
“ordinary business operations (i.e., disclosure of ordinary business matters).” The company 
argued that the information requested to be disclosed was highly confidential and sensitive, and 
related to the conduct of the company's ordinary business operations. See also AmerInst 
Insurance Group. Ltd. (April 14, 2005) (permitting the exclusion of a proposal requesting that 
the board provide each quarter a full, complete and adequate disclosure of the accounting of the 
line items and amounts of the operating and management expenses of the company in reliance on 
Rule 14a-8(i)(7) as relating to “ordinary business operations (i.e., presentation of financial 
information).”); Refac (Mar. 27, 2002) (permitting the exclusion of a proposal that requested 
improved corporate disclosure practices, including the disclosure of the number of shareholders 
of record of the company and the results of voting at the annual meeting); Johnson Controls, Inc. 
(Oct. 26, 1999) (permitting the exclusion of  a proposal requesting additional disclosure of 
financial statements in reports to shareholders); and Time Warner, Inc. (Mar. 3, 1998) 
(permitting the exclusion of a proposal requesting Year 2000 disclosure).  

The Proposal acknowledges that “[e]xact disclosures are within management’s 
discretion” and “[m]anagement also has the discretion to consider using the recommendations 
and technical standards for algorithm and ad transparency put forward by the Mozilla Foundation 
and researchers at New York University.” The degree to which the Company provides 
information “above and beyond” its current, compliant disclosure, is necessarily a strategic 
decision that involves many complex factors. Such decisions are reserved for management, with 
oversight from the Board, in connection with management’s business judgment, discretion and 
fiduciary duties to the Company and the Company’s shareholders. If the Company failed to “go 
above and beyond” current disclosures, then the Company would violate the request.  

Expanding disclosure obligations to further cover certain suggested standards 
demonstrates that the Proposal represents an effort to “micromanage” the Company’s business 
by effectively multiplying (by an unknown amount) the magnitude of the Company’s disclosure 
obligations. The Staff has consistently permitted the exclusion of shareholder proposals 
involving a company’s practices for compliance with regulatory requirements, on the grounds 
that they seek to “micromanage” a company's operations by probing too deeply into matters 
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properly left to the discretion of the company's management. See, e.g., H&R Block, Inc. (June 26, 
2006) (permitting the exclusion of  a proposal under Rule 14a-8(i)(7) as relating to the 
company's ordinary business operations, specifically noting the proposal related to the “general 
conduct of a legal compliance program”); The Southern Company (Mar. 13, 1990) (shareholder 
proposal deemed excludable because “the means used to investigate the company's operations 
appear to involve ordinary business decisions”). Though the Proposal does not expressly 
implicate the Company’s compliance practices, the recitals and suggested recommendations are 
illustrative. The Proponents state that “legislators, regulators, academics and civil society 
increasingly require information to help understand . . . algorithmic systems,” but the examples 
included in the Proposal that specifically relate to algorithm disclosures are bills that have been 
introduced in Congress, proposed legislation and regulation and an ongoing litigation—none of 
which have passed or succeeded, based on current public information. The Company has already 
provided disclosures, beyond what is strictly required under applicable laws and regulations, in a 
variety of different publications, in blog posts, and on its website. The Proponents do not deny 
that the Company undertakes “continuous monitoring of algorithms” in line with the Deloitte 
recommendation that the Proposal cites, but rather focuses on the need for shareholders to have a 
more granular view of how the Company monitors and builds its algorithms. The nature of the 
Proposal suggests that the Company should explain in detail how its algorithmic systems target 
and deliver ads. Thus, the Proposal is an example of shareholders “probing too deeply into 
matters of a complex nature upon which shareholders as a group, would not be in a position to 
make an informed judgment.” The 1998 Release.  

Accordingly, because the Proposal relates to the degree of quantitative and 
qualitative disclosure the company provides regarding its advertising products, and thus seeks to 
“micromanage” management and supplant the judgment of the Board, the Proposal may be 
excluded pursuant to Rule 14a-8(i)(7) as relating to the Company's ordinary business operations. 

C. Where part of the Proposal implicates ordinary business matters, the 
entire proposal must be excluded under Rule 14a-8(i)(7). 

The long-established precedent above demonstrates that the Proposal addresses 
ordinary business matters and therefore is excludable under Rule 14a-8(i)(7). Even if the Staff 
finds that the Proposal raises significant social policy issues, it focuses primarily upon the 
Company’s advertising practices, advertising products, and product disclosures, which are 
fundamentally ordinary business matters.  

The Staff has historically and consistently concurred with the exclusion of 
proposals that relate to ordinary business decisions even when such proposals raised a significant 
social policy issue. In The Walt Disney Co. (Jan. 8, 2021), the proposal requested that the 
company commission a report “assessing how and whether [the company] ensures [its] 
advertising policies are not contributing to violations of civil or human rights.” The Staff 
concurred that the proposal was excludable under Rule 14a-8(i)(7) as relating to ordinary 
business matters, though the proposal raised concerns that the company’s policies were 
“contributing to the spread of racism, hate speech, and disinformation.” Similarly, in Wal-Mart 
Stores, Inc. (Mar. 15, 1999), the proposal requested that the board of directors report on the 
company’s “actions to ensure it does not purchase from suppliers who manufacture items using 
forced labor, convict labor, or child labor or who fail to comply with laws protecting their 
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employees’ wages, benefits, working conditions, freedom of association and other rights.” In 
concurring with the company’s request to exclude the proposal under Rule 14a-8(i)(7), the Staff 
noted “in particular that, although the proposal appears to address matters outside the scope of 
ordinary business . . . the description of matters to be included in the report relates to ordinary 
business operations.” See also Foot Locker, Inc. (Mar. 3, 2017) (permitting the exclusion of a 
proposal entitled “Supplier Labor Standards” that took issue with violations of human rights in 
overseas operations, child labor and “sweatshop” conditions, where two out of four recitals 
addressed human rights in the company’s supply chain, because the proposal broadly related to 
the company’s relationship with suppliers and their subcontractors); PetSmart, Inc. (Mar. 24, 
2011) (permitting the exclusion of a proposal that requested that the board require suppliers to 
certify that they had not violated animal cruelty-related laws, finding that while animal cruelty is 
a significant policy issue, the scope of laws covered by the proposals was too broad); Mattel, Inc. 
(Feb. 10, 2012) (permitting the exclusion of a proposal that requested the company compel its 
suppliers to publish reports detailing their compliance with the International Council of Toy 
Industries Code of Business Practices, finding that the ICTI encompasses “several topics that 
relate to . . . ordinary business operations and are not significant policy issues"). 

As discussed above, though the Proposal and recitals reference the possibility that 
algorithmic systems may “lead to discriminatory and other harmful outcomes,” the primary focus 
of the Proposal is how the Company targets and delivers ads and the detailed proprietary 
information that underlies those algorithmic choices. The Proposal seeks to supplant the Board’s 
judgment as to the appropriate level of disclosure to provide and to “micromanage” 
management’s decision-making process with regard to its advertising practices and advertising 
products. These are fundamentally matters relating to ordinary business operations.  For the 
foregoing reasons, the Company respectfully requests the Staff’s concurrence in the omission of 
the Proposal pursuant to Rule 14a-8(i)(7). 
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* * * * * * 

CONCLUSION 

By copy of this letter, the Proponents are being notified that for the reasons set 
forth herein, the Company intends to omit the Proposal and Supporting Statement from its Proxy 
Statement. We respectfully request that the Staff confirm that it will not recommend any 
enforcement action if the Company omits the Proposal and Supporting Statement from its Proxy 
Statement. If we can be of assistance in this matter, please do not hesitate to call me. 

Sincerely, 

Jeffrey D. Karpf 

Cc: Trillium ESG Global Equity Fund, Jonas Kron 
The Congregation of St. Joseph  
Mercy Investment Services, Inc. 
The Sisters of the Presentation of the Blessed Virgin Mary of Aberdeen, South Dakota 
Vancity Investment Management, Kelly Hirsch, CFE Head of ESG   

Enclosures: 
Exhibit A – Proponents’ Proposal and Supporting Statement  
Exhibit B – Annual Report on Form 10-K for the Fiscal Year Ended December 31, 2020 
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Algorithm Disclosures 

Whereas, legislators, regulators, academics, and civil society increasingly require information to help understand how 

algorithmic systems can lead to discriminatory and other harmful outcomes in education, labor, medicine, criminal 

justice, and online platforms.1  

Bipartisan lawmakers have introduced the Filter Bubble Transparency Act, which would require companies to provide a 

version of their products which uses an "input-transparent" algorithm.2 The Social Media Disclosure and Transparency of 

Advertisements Act introduced in Congress would force disclosure regarding online targeted advertisements.3 In 

December 2021, Washington, D.C. Attorney General Karl Racine introduced the Stop Discrimination by Algorithms Act, 

which would require companies to audit algorithms for discriminatory impact.4 General artificial intelligence bills or 

resolutions were introduced in at least 17 U.S. states in 2021, and enacted in four.5 

The European Union’s proposed Digital Services Act will require online platforms “to maintain and provide access to ad 

repositories, allowing researchers, civil society and authorities to inspect how ads were displayed and how they were 

targeted,” and will require auditing, disclosure, and transparency of “recommender systems.”6 

In 2020, Black content creators launched litigation against YouTube and Alphabet for allegedly violating laws intended to 

prevent racial discrimination.7 In 2021, an investigation by The Markup found that Google Ads “blocks advertisers from 

using 83.9 percent of social and racial justice terms”.8 White supremacist and anti-Muslim ideologies have appeared on 

YouTube and can lead to offline violence; for example, the New Zealand Royal Commission found that content on 

YouTube radicalized the man who massacred 51 people at Christchurch mosques in 2019.9 

In 2020, Google fired Timnit Gebru, co-lead of Google’s AI ethics team, after she conducted research that found Google’s 

technology could perpetuate racism and sexism.10  

Promoting fairness, accountability, and transparency in artificial intelligence is central to its utility and safety to society. 

The Open Technology Institute has recommended a set of algorithmic disclosures for tech companies.11 Deloitte has said 

algorithmic risk management “requires continuous monitoring of algorithms”.12 The Mozilla Foundation and researchers 

at New York University have put forward recommendations and technical standards for algorithm and ad transparency.13 

Resolved, shareholders request Alphabet go above and beyond its existing disclosures and provide more quantitative 

and qualitative information on its algorithmic systems. Exact disclosures are within management’s discretion, but 

suggestions include, how Alphabet uses algorithmic systems to target and deliver ads, error rates, and the impact these 

systems had on user speech and experiences. Management also has the discretion to consider using the 

recommendations and technical standards for algorithm and ad transparency put forward by the Mozilla Foundation 

and researchers at New York University. 

 
1 https://d1y8sb8igg2f8e.cloudfront.net/documents/Cracking_Open_the_Black_Box.pdf  
2 https://finance.yahoo.com/news/bipartisan-bill-seeks-curb-recommendation-225203490.html  
3 https://trahan.house.gov/news/documentsingle.aspx?DocumentID=2112  
4 https://oag.dc.gov/release/ag-racine-introduces-legislation-stop  
5 https://www.ncsl.org/research/telecommunications-and-information-technology/2020-legislation-related-to-artificial-intelligence.aspx  
6 https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_2348  
7 https://www.hollywoodreporter.com/business/business-news/youtube-alleged-racially-profile-artificial-intelligence-algorithms-1298926/  
8 https://themarkup.org/google-the-giant/2021/04/09/how-we-discovered-googles-social-justice-blocklist-for-youtube-ad-placements  
9 https://www.cnbc.com/2020/12/08/youtube-radicalized-christchurch-shooter-new-zealand-report-finds.html 
10 https://www.wired.com/story/google-timnit-gebru-ai-what-really-happened/  
11 https://www.newamerica.org/oti/reports/why-am-i-seeing-this/promoting-fairness-accountability-and-transparency-around-algorithmic-recommendation-
practices/  
12 https://www2.deloitte.com/content/dam/Deloitte/us/Documents/risk/us-risk-algorithmic-machine-learning-risk-management.pdf  
13 https://blog.mozilla.org/en/mozilla/facebook-and-google-this-is-what-an-effective-ad-archive-api-looks-like/, 
https://foundation.mozilla.org/en/campaigns/mandating-tools-to-scrutinize-social-media-companies/  and 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3898214 
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Algorithm Disclosures 

Whereas, legislators, regulators, academics, and civil society increasingly require information to help understand how 

algorithmic systems can lead to discriminatory and other harmful outcomes in education, labor, medicine, criminal 

justice, and online platforms.1  

Bipartisan lawmakers have introduced the Filter Bubble Transparency Act, which would require companies to provide a 

version of their products which uses an "input-transparent" algorithm.2 The Social Media Disclosure and Transparency of 

Advertisements Act introduced in Congress would force disclosure regarding online targeted advertisements.3 In 

December 2021, Washington, D.C. Attorney General Karl Racine introduced the Stop Discrimination by Algorithms Act, 

which would require companies to audit algorithms for discriminatory impact.4 General artificial intelligence bills or 

resolutions were introduced in at least 17 U.S. states in 2021, and enacted in four.5 

The European Union’s proposed Digital Services Act will require online platforms “to maintain and provide access to ad 

repositories, allowing researchers, civil society and authorities to inspect how ads were displayed and how they were 

targeted,” and will require auditing, disclosure, and transparency of “recommender systems.”6 

In 2020, Black content creators launched litigation against YouTube and Alphabet for allegedly violating laws intended to 

prevent racial discrimination.7 In 2021, an investigation by The Markup found that Google Ads “blocks advertisers from 

using 83.9 percent of social and racial justice terms”.8 White supremacist and anti-Muslim ideologies have appeared on 

YouTube and can lead to offline violence; for example, the New Zealand Royal Commission found that content on 

YouTube radicalized the man who massacred 51 people at Christchurch mosques in 2019.9 

In 2020, Google fired Timnit Gebru, co-lead of Google’s AI ethics team, after she conducted research that found Google’s 

technology could perpetuate racism and sexism.10  

Promoting fairness, accountability, and transparency in artificial intelligence is central to its utility and safety to society. 

The Open Technology Institute has recommended a set of algorithmic disclosures for tech companies.11 Deloitte has said 

algorithmic risk management “requires continuous monitoring of algorithms”.12 The Mozilla Foundation and researchers 

at New York University have put forward recommendations and technical standards for algorithm and ad transparency.13 

Resolved, shareholders request Alphabet go above and beyond its existing disclosures and provide more quantitative 

and qualitative information on its algorithmic systems. Exact disclosures are within management’s discretion, but 

suggestions include, how Alphabet uses algorithmic systems to target and deliver ads, error rates, and the impact these 

systems had on user speech and experiences. Management also has the discretion to consider using the 

recommendations and technical standards for algorithm and ad transparency put forward by the Mozilla Foundation 

and researchers at New York University. 

 
1 https://d1y8sb8igg2f8e.cloudfront.net/documents/Cracking_Open_the_Black_Box.pdf  
2 https://finance.yahoo.com/news/bipartisan-bill-seeks-curb-recommendation-225203490.html  
3 https://trahan.house.gov/news/documentsingle.aspx?DocumentID=2112  
4 https://oag.dc.gov/release/ag-racine-introduces-legislation-stop  
5 https://www.ncsl.org/research/telecommunications-and-information-technology/2020-legislation-related-to-artificial-intelligence.aspx  
6 https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_2348  
7 https://www.hollywoodreporter.com/business/business-news/youtube-alleged-racially-profile-artificial-intelligence-algorithms-1298926/  
8 https://themarkup.org/google-the-giant/2021/04/09/how-we-discovered-googles-social-justice-blocklist-for-youtube-ad-placements  
9 https://www.cnbc.com/2020/12/08/youtube-radicalized-christchurch-shooter-new-zealand-report-finds.html 
10 https://www.wired.com/story/google-timnit-gebru-ai-what-really-happened/  
11 https://www.newamerica.org/oti/reports/why-am-i-seeing-this/promoting-fairness-accountability-and-transparency-around-algorithmic-recommendation-
practices/  
12 https://www2.deloitte.com/content/dam/Deloitte/us/Documents/risk/us-risk-algorithmic-machine-learning-risk-management.pdf  
13 https://blog.mozilla.org/en/mozilla/facebook-and-google-this-is-what-an-effective-ad-archive-api-looks-like/, 
https://foundation.mozilla.org/en/campaigns/mandating-tools-to-scrutinize-social-media-companies/  and 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3898214 



 

Not FDIC Insured  May Lose Value  No Bank Guarantee 

Securities products and services are offered by Northern Trust Securities, Inc., member FINRA, SIPC, and 
a wholly owned subsidiary of Northern Trust Corporation, Chicago 
NTAC:3NS‐20 

December 21, 2021 

Alphabet Inc. 
Attn:  Corporate Secretary 

 
  

Re: Certification of Ownership: Congregation of St. Joseph Account Number   

To whom it may concern: 

This letter will certify that as of December 21, 2021, The Northern Trust Company held for the beneficial 

interest of The Congregation of St. Joseph  2 shares of Alphabet Inc. (CUSIP: 02079K305).  

We confirm that the Congregation of St. Joseph has beneficial ownership of at least $2,000 in market 

value of the voting securities of Alphabet Inc. and that such beneficial ownership has existed 

continuously since December 4, 2019 in accordance with rule 14a‐8(a)(l) of the Securities Exchange Act 

of 1934. 

Further, it is the intent to hold at least $2,000 in market value through the next annual meeting. 

Please be advised, Northern Trust Securities Inc., employs National Financial Services for clearing 

purposes. National Financial Services DTC number is 0226.   

If you have any questions, please feel free to give me a call. 

Best, 

Juli Omahen 
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December 21, 2021 
 
 
Alphabet Inc. 
Attn: Corporate Secretary 

 
 

 
Email address:    
 
Dear Corporate Secretary: 
 
Mercy Investment Services, Inc. (“Mercy”), as the investment program of the Sisters of Mercy of the 
Americas, has long been concerned not only with the financial returns of its investments, but also with their 
social and ethical implications. We believe that a demonstrated corporate responsibility in matters of the 
environment, and social and governance concerns fosters long-term business success. Mercy, a long-term 
investor, is currently the beneficial owner of shares of Alphabet Inc. 
 
The enclosed proposal requests Alphabet Inc. go above and beyond its existing disclosures and provide 
more quantitative and qualitative information on its algorithmic systems. Exact disclosures are within 
management’s discretion, but suggestions include, how Alphabet uses algorithmic systems to target and 
deliver ads, error rates, and the impact these systems had on user speech and experiences. 
 
Mercy is co-filing the shareholder proposal with lead filer, Trillium ESG Global Equity Fund, for inclusion 
in the 2022 proxy statement, in accordance with Rule 14a-8 of the General Rules and Regulations of the 
Securities Exchange Act of 1934. Mercy has been a shareholder continuously since and including January 4, 
2020, holding at least $2,000 in market value and will continue to invest in at least the requisite number of 
shares for proxy resolutions through the annual shareholders’ meeting. The verification of ownership by 
our custodian, a DTC participant, is included in this packet. One of the filers will attend the Annual 
Meeting to present the proposal as required by SEC rules.  We authorize Trillium ESG Global Equity Fund 
to withdraw the proposal on our behalf if an agreement is reached. 
 
We will plan to participate in any meetings on this proposal to the extent we are available at the time 
selected by the lead filer and our company. Please direct all future correspondence regarding this proposal 
to me via the information below. 
 
Best regards,  
 

 
Lydia Kuykendal 
Director of Shareholder Advocacy 

 
 

 

 
www.mercyinvestmentservices.org 



 

   

 

 

   
 

Algorithm Disclosures 

Whereas, legislators, regulators, academics, and civil society increasingly require information to help understand how 

algorithmic systems can lead to discriminatory and other harmful outcomes in education, labor, medicine, criminal 

justice, and online platforms.1  

Bipartisan lawmakers have introduced the Filter Bubble Transparency Act, which would require companies to provide a 

version of their products which uses an "input-transparent" algorithm.2 The Social Media Disclosure and Transparency of 

Advertisements Act introduced in Congress would force disclosure regarding online targeted advertisements.3 In 

December 2021, Washington, D.C. Attorney General Karl Racine introduced the Stop Discrimination by Algorithms Act, 

which would require companies to audit algorithms for discriminatory impact.4 General artificial intelligence bills or 

resolutions were introduced in at least 17 U.S. states in 2021, and enacted in four.5 

The European Union’s proposed Digital Services Act will require online platforms “to maintain and provide access to ad 

repositories, allowing researchers, civil society and authorities to inspect how ads were displayed and how they were 

targeted,” and will require auditing, disclosure, and transparency of “recommender systems.”6 

In 2020, Black content creators launched litigation against YouTube and Alphabet for allegedly violating laws intended to 

prevent racial discrimination.7 In 2021, an investigation by The Markup found that Google Ads “blocks advertisers from 

using 83.9 percent of social and racial justice terms”.8 White supremacist and anti-Muslim ideologies have appeared on 

YouTube and can lead to offline violence; for example, the New Zealand Royal Commission found that content on 

YouTube radicalized the man who massacred 51 people at Christchurch mosques in 2019.9 

In 2020, Google fired Timnit Gebru, co-lead of Google’s AI ethics team, after she conducted research that found Google’s 

technology could perpetuate racism and sexism.10  

Promoting fairness, accountability, and transparency in artificial intelligence is central to its utility and safety to society. 

The Open Technology Institute has recommended a set of algorithmic disclosures for tech companies.11 Deloitte has said 

algorithmic risk management “requires continuous monitoring of algorithms”.12 The Mozilla Foundation and researchers 

at New York University have put forward recommendations and technical standards for algorithm and ad transparency.13 

Resolved, shareholders request Alphabet go above and beyond its existing disclosures and provide more quantitative 

and qualitative information on its algorithmic systems. Exact disclosures are within management’s discretion, but 

suggestions include, how Alphabet uses algorithmic systems to target and deliver ads, error rates, and the impact these 

systems had on user speech and experiences. Management also has the discretion to consider using the 

recommendations and technical standards for algorithm and ad transparency put forward by the Mozilla Foundation 

and researchers at New York University. 

 
1 https://d1y8sb8igg2f8e.cloudfront.net/documents/Cracking_Open_the_Black_Box.pdf  
2 https://finance.yahoo.com/news/bipartisan-bill-seeks-curb-recommendation-225203490.html  
3 https://trahan.house.gov/news/documentsingle.aspx?DocumentID=2112  
4 https://oag.dc.gov/release/ag-racine-introduces-legislation-stop  
5 https://www.ncsl.org/research/telecommunications-and-information-technology/2020-legislation-related-to-artificial-intelligence.aspx  
6 https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_2348  
7 https://www.hollywoodreporter.com/business/business-news/youtube-alleged-racially-profile-artificial-intelligence-algorithms-1298926/  
8 https://themarkup.org/google-the-giant/2021/04/09/how-we-discovered-googles-social-justice-blocklist-for-youtube-ad-placements  
9 https://www.cnbc.com/2020/12/08/youtube-radicalized-christchurch-shooter-new-zealand-report-finds.html 
10 https://www.wired.com/story/google-timnit-gebru-ai-what-really-happened/  
11 https://www.newamerica.org/oti/reports/why-am-i-seeing-this/promoting-fairness-accountability-and-transparency-around-algorithmic-recommendation-
practices/  
12 https://www2.deloitte.com/content/dam/Deloitte/us/Documents/risk/us-risk-algorithmic-machine-learning-risk-management.pdf  
13 https://blog.mozilla.org/en/mozilla/facebook-and-google-this-is-what-an-effective-ad-archive-api-looks-like/, 
https://foundation.mozilla.org/en/campaigns/mandating-tools-to-scrutinize-social-media-companies/  and 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3898214 
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December 20, 2021 
 
Alphabet Inc. 
Attn: Mr. Kent Walker 

 
 

 
 
Via Email:  
 
Mr. Kent Walker: 
 
Vancity Investment Management (VCIM) is a socially responsible investment manager based in 
Vancouver, Canada. VCIM is responsible for determining how companies held in our portfolios are 
addressing their exposure to specific environmental, social and governance (ESG) risk. VCIM takes 
a pro-active approach and encourages greater disclosure of company policies and practices aimed 
at minimizing ESG risk. The VCIM Global Equity Fund is a shareholder of Alphabet and has 
continuously been a shareholder in the company for over one year.  
 
I am hereby authorized to notify you of our intention to co-file the attached shareholder resolution 

on the VCIM Global Equity fund. We are co-filing this resolution with Trillium Asset Management, 

which is the lead filer of the proposal. In their submission letter, Trillium Asset Management has 

provided dates and times of ability to meet. We designate the lead filer to meet initially with 

Alphabet but may join the meeting subject to our availability. Further, we designate Trillium Asset 

Management to withdraw the proposal should they see fit. 

 

I hereby submit the resolution for inclusion in the proxy statement in accordance with Rule 14a-8 
of the general rules and regulations of the Securities and Exchange Act of 1934. 
 
The VCIM Global Equity Fund is the beneficial owner of 2,546 shares of Alphabet common stock and 
has continuously held sufficient shares for more than one year prior to this date. The fund intends 
to continue holding sufficient shares through the date of the Shareholder Meeting. 
 
A letter providing proof of ownership can be provided upon request.   
 
Sincerely, 
 

 
 
Kelly Hirsch, CFA 

Head of ESG 

(e):  

(t):  

Vancity Investment Management 
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OR

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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___________________________________________
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NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. These statements include, among other things, statements regarding:

• the ongoing effect of the novel coronavirus pandemic ("COVID-19"), including its macroeconomic effects on our
business, operations, and financial results; and the effect of governmental lockdowns, restrictions and new
regulations on our operations and processes;

• the growth of our business and revenues and our expectations about the factors that influence our success and
trends in our business, including the size and timing of the expected return on our continuing investments in our
Google Cloud segment;

• the potential for declines in our revenue growth rate and operating margin;

• our expectation that the shift from an offline to online world will continue to benefit our business;

• our expectation that the portion of our revenues that we derive from non-advertising revenues will continue to
increase and may affect our margins;

• our expectation that our traffic acquisition costs ("TAC") and the associated TAC rate will fluctuate, which could
affect our overall margins;

• our expectation that our monetization trends will fluctuate, which could affect our revenues and margins;

• fluctuations in our revenue growth, as well as the change in paid clicks and cost-per-click and the change in
impressions and cost-per-impression, and various factors contributing to such fluctuations;

• our expectation that we will continue to periodically review, refine, and update our methodologies for monitoring,
gathering, and counting the number of paid clicks and impressions;

• our expectation that our results will be affected by our performance in international markets as users in developing
economies increasingly come online;

• our expectation that our foreign exchange risk management program will not fully offset our net exposure to
fluctuations in foreign currency exchange rates;

• the expected variability of gains and losses related to hedging activities under our foreign exchange risk
management program;

• the amount and timing of revenue recognition from customer contracts with commitments for performance
obligations, including our estimate of the remaining amount of commitments and when we expect to recognize
revenue;

• fluctuations in our capital expenditures;

• our plans to continue to invest in new businesses, products, services and technologies, systems, land and
buildings for data centers and offices, and infrastructure, as well as to continue to invest in acquisitions;

• our pace of hiring and our plans to provide competitive compensation programs;

• our expectation that our cost of revenues, research and development ("R&D") expenses, sales and marketing
expenses, and general and administrative expenses may increase in amount and/or may increase as a
percentage of revenues and may be affected by a number of factors;

• estimates of our future compensation expenses;

• our expectation that our other income (expense), net ("OI&E"), will fluctuate in the future, as it is largely driven by
market dynamics;

• fluctuations in our effective tax rate;

• seasonal fluctuations in internet usage and advertiser expenditures, underlying business trends such as traditional
retail seasonality (including developments and volatility arising from COVID-19), which are likely to cause
fluctuations in our quarterly results;

• the sufficiency of our sources of funding;



• our potential exposure in connection with new and pending investigations, proceedings, and other contingencies;
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• the sufficiency and timing of our proposed remedies in response to decisions from the European Commission
("EC") and other regulators and governmental entities;

• our expectations regarding the timing, design and implementation of our new global enterprise resource planning
("ERP") system;

• the expected timing and amount of Alphabet Inc.'s share repurchases;

• our long-term sustainability and diversity goals;

• our expectation that the estimated useful life of servers and certain network equipment will have a favorable effect
on our 2021 operating results;

as well as other statements regarding our future operations, financial condition and prospects, and business strategies.
Forward-looking statements may appear throughout this report and other documents we file with the Securities and
Exchange Commission ("SEC"), including without limitation, the following sections: Item 1 "Business," Item 1A "Risk
Factors," and Item 7 "Management’s Discussion and Analysis of Financial Condition and Results of Operations." Forward-
looking statements generally can be identified by words such as "anticipates," "believes," "estimates," "expects," "intends,"
"plans," "predicts," "projects," "will be," "will continue," "may," "could," "will likely result," and similar expressions. These
forward-looking statements are based on current expectations and assumptions that are subject to risks and uncertainties,
which could cause our actual results to differ materially from those reflected in the forward-looking statements. Factors that
could cause or contribute to such differences include, but are not limited to, those discussed in this Annual Report on Form
10-K, and in particular, the risks discussed in Item 1A, "Risk Factors" of this report and those discussed in other
documents we file with the SEC. We undertake no obligation to revise or publicly release the results of any revision to
these forward-looking statements, except as required by law. Given these risks and uncertainties, readers are cautioned
not to place undue reliance on such forward-looking statements.

As used herein, "Alphabet," "the company," "we," "us," "our," and similar terms include Alphabet Inc. and its
subsidiaries, unless the context indicates otherwise.

"Alphabet," "Google," and other trademarks of ours appearing in this report are our property. This report contains
additional trade names and trademarks of other companies. We do not intend our use or display of other companies' trade
names or trademarks to imply an endorsement or sponsorship of us by such companies, or any relationship with any of
these companies.

4



Table of Contents Alphabet Inc.

PART I

ITEM 1. BUSINESS

Overview

As our founders Larry and Sergey wrote in the original founders' letter, "Google is not a conventional company. We do
not intend to become one." That unconventional spirit has been a driving force throughout our history, inspiring us to tackle
big problems, and invest in moonshots like artificial intelligence ("AI") research and quantum computing. We continue this
work under the leadership of Sundar Pichai, who has served as CEO of Google since 2015 and as CEO of Alphabet since
2019.

Alphabet is a collection of businesses — the largest of which is Google — which we report as two segments: Google
Services and Google Cloud. We report all non-Google businesses collectively as Other Bets. Our Other Bets include
earlier stage technologies that are further afield from our core Google business. We take a long term view and manage the
portfolio of Other Bets with the discipline and rigor needed to deliver long-term returns. Our Alphabet structure is about
helping each of our businesses prosper through strong leaders and independence.

Access and technology for everyone

The Internet is one of the world’s most powerful equalizers, capable of propelling new ideas and people forward. Our
mission to organize the world’s information and make it universally accessible and useful is as relevant today as it was
when we were founded in 1998. Since then, we’ve evolved from a company that helps people find answers to a company
that helps you get things done. We’re focused on building an even more helpful Google for everyone, and we aspire to
give everyone the tools they need to increase their knowledge, health, happiness and success.

Across Alphabet, we're focused on continually innovating in areas where technology can have an impact on people’s
lives. Every year, there are trillions of searches on Google, and we continue to invest deeply in AI and other technologies
to ensure the most helpful Search experience possible. People come to YouTube for entertainment, information and
opportunities to learn something new. And Google Assistant offers the best way to get things done seamlessly across
different devices, providing intelligent help throughout your day, no matter where you are.

Since the pandemic began, our teams have built new features to help users go about their daily lives, and to support
businesses working to serve their customers during an uncertain time. In conjunction with Apple, we launched Exposure
Notification apps that are being used by local governments globally. Our COVID-19 Community Mobility Reports are used
by public health agencies and researchers around the globe, and we’ve committed hundreds of millions of dollars to help
small businesses through a combination of small business loans, grants and ad credits. Importantly, we've made
authoritative content a key focus area across both Google Search and YouTube to help users search for trusted public
health information.

Our Other Bets are also pursuing initiatives with similar goals. For instance, as a part of our efforts in the Metro
Phoenix area, Waymo is working toward our goal of making transportation safer and easier for everyone while Verily is
developing tools and platforms to improve health outcomes.

Moonshots

Many companies get comfortable doing what they have always done, making only incremental changes. This
incrementalism leads to irrelevance over time, especially in technology, where change tends to be revolutionary, not
evolutionary. People thought we were crazy when we acquired YouTube and Android and when we launched Chrome, but
those efforts have matured into major platforms for digital video and mobile devices and a safer, popular browser. We
continue to look toward the future and continue to invest for the long-term. As we said in the original founders' letter, we
will not shy away from high-risk, high-reward projects that we believe in because they are the key to our long-term
success.

The power of machine learning

Across the company, machine learning and AI are increasingly driving many of our latest innovations. Our
investments in machine learning over the past decade have enabled us to build products that are smarter and more
helpful. For example, a huge breakthrough in natural language understanding, called BERT, now improves results for
almost every English language search query.

DeepMind made a significant AI-powered breakthrough, solving a 50-year-old protein folding challenge, which will
help us better understand one of life’s fundamental building blocks, and will enable researchers to tackle new and difficult



problems, from fighting diseases to environmental sustainability.
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Google

For reporting purposes, Google comprises two segments: Google Services and Google Cloud.

Google Services

Serving our users

We have always been a company committed to building helpful products that can improve the lives of millions of
people. Our product innovations have made our services widely used, and our brand one of the most recognized in the
world. Google Services' core products and platforms include Android, Chrome, Gmail, Google Drive, Google Maps, Google
Photos, Google Play, Search, and YouTube, each with broad and growing adoption by users around the world.

Our products and services have come a long way since the company was founded more than two decades ago.
Rather than the ten blue links in our early search results, users can now get direct answers to their questions using their
computer, mobile device, or their own voice, making it quicker, easier and more natural to find what you're looking for.

This drive to make information more accessible and helpful has led us over the years to improve the discovery and
creation of digital content, on the web and through platforms like Google Play and YouTube. With the migration to mobile,
people are consuming more digital content by watching more videos, playing more games, listening to more music,
reading more books, and using more apps than ever before. Working with content creators and partners, we continue to
build new ways for people around the world to find great digital content.

Fueling all of these great digital experiences are powerful platforms and hardware. That’s why we continue to invest in
platforms like our Android mobile operating system, Chrome browser, Chrome operating system, as well as growing our
family of great hardware devices. We see tremendous potential for devices to be helpful, make your life easier, and get
better over time, by combining the best of our AI, software, and hardware. This is reflected in our latest generation of
hardware products like Pixel 4a, Pixel 4a 5G and Pixel 5 phones, Chromecast with Google TV and the Google Nest Hub
smart display. Creating beautiful products that people rely on every day is a journey that we are investing in for the long
run.

Key to building helpful products for users is our commitment to privacy, security and user choice. As the Internet
evolves, we continue to invest in keeping data safe, including enhanced malware features in Chrome and improvements to
auto-delete controls that will automatically delete web and app searches after 18 months.

How we make money

Our advertising products deliver relevant ads at just the right time, to give people useful commercial information,
regardless of the device they’re using. We also provide advertisers with tools that help them better attribute and measure
their advertising campaigns. Our advertising solutions help millions of companies grow their businesses, and we offer a
wide range of products across devices and formats. Google Services generates revenues primarily by delivering both
performance advertising and brand advertising.

• Performance advertising creates and delivers relevant ads that users will click on, leading to direct engagement
with advertisers. Most of our performance advertisers pay us when a user engages in their ads. Performance
advertising lets our advertisers connect with users while driving measurable results. Our ads tools allow
performance advertisers to create simple text-based ads that appear on Google Search & other properties,
YouTube and the properties of Google Network Members. In addition, Google Network Members use our platforms
to display relevant ads on their properties, generating revenues when site visitors view or click on the ads. We
continue to invest in our advertising programs and make significant upgrades.

• Brand advertising helps enhance users' awareness of and affinity with advertisers' products and services,
through videos, text, images, and other interactive ads that run across various devices. We help brand advertisers
deliver digital videos and other types of ads to specific audiences for their brand-building marketing campaigns.

We have built a world-class ad technology platform for advertisers, agencies, and publishers to power their digital
marketing businesses. We aim to ensure great user experiences by serving the right ads at the right time and by building
deep partnerships with brands and agencies. We also seek to improve the measurability of advertising so advertisers know
when their campaigns are effective.

We have allocated substantial resources to stopping bad advertising practices and protecting users on the web. We
focus on creating the best advertising experiences for our users and advertisers in many ways, ranging
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from filtering out invalid traffic, removing billions of bad ads from our systems every year to closely monitoring the sites,
apps, and videos where ads appear and blocklisting them when necessary to ensure that ads do not fund bad content.

We continue to look to the future and are making long-term investments that will grow revenues beyond advertising,
including Google Play, hardware, and YouTube. We are also investing in research efforts in AI and quantum computing to
foster innovation across our businesses and create new opportunities.

Google Cloud

Google was a company built in the cloud. We continue to invest in infrastructure, security, data management,
analytics and AI. We see significant opportunity in helping businesses utilize these strengths with features like data
migration, modern development environments and machine learning tools to provide enterprise-ready cloud services,
including Google Cloud Platform and Google Workspace (formerly known as G Suite). Google Cloud Platform enables
developers to build, test, and deploy applications on its highly scalable and reliable infrastructure. Our Google Workspace
collaboration tools — which include apps like Gmail, Docs, Drive, Calendar, Meet and more — are designed with real-time
collaboration and machine intelligence to help people work smarter. Because more and more of today’s great digital
experiences are being built in the cloud, our Google Cloud products help businesses of all sizes take advantage of the
latest technology advances to operate more efficiently.

Google Cloud generates revenues primarily from fees received for Google Cloud Platform services and Google
Workspace collaboration tools.

Other Bets

Throughout Alphabet, we are also using technology to try and solve big problems across many industries. Alphabet’s
investment in our portfolio of Other Bets include emerging businesses at various stages of development, ranging from
those in the research and development phase to those that are in the beginning stages of commercialization, and our goal
is for them to become thriving, successful businesses in the medium to long term. While these early-stage businesses
naturally come with considerable uncertainty, some of them are already generating revenue and making important strides
in their industries. Revenues are primarily generated from internet and TV services, as well as licensing and R&D services.

Other Bets operate as independent companies and some of them have their own boards with independent members
and outside investors. We are investing in our portfolio of Other Bets and being very deliberate about the focus, scale, and
pace of investments.

Competition
Our business is characterized by rapid change as well as new and disruptive technologies. We face formidable

competition in every aspect of our business, particularly from companies that seek to connect people with online
information and provide them with relevant advertising. We face competition from:

• General purpose search engines and information services, such as Baidu, Microsoft's Bing, Naver, Seznam,
Verizon's Yahoo, and Yandex.

• Vertical search engines and e-commerce websites, such as Amazon and eBay (e-commerce), Booking's Kayak
(travel queries), Microsoft's LinkedIn (job queries), and WebMD (health queries). Some users will navigate directly
to such content, websites, and apps rather than go through Google.

• Social networks, such as Facebook, Snapchat, and Twitter. Some users increasingly rely on social networks for
product or service referrals, rather than seeking information through traditional search engines.

• Other forms of advertising, such as billboards, magazines, newspapers, radio, and television. Our advertisers
typically advertise in multiple media, both online and offline.

• Other online advertising platforms and networks, including Amazon, AppNexus, Criteo, and Facebook, that
compete for advertisers that use Google Ads, our primary auction-based advertising platform.

• Providers of digital video services, such as Amazon, Apple, AT&T, Disney, Facebook, Hulu, Netflix and TikTok.

In businesses that are further afield from our advertising business, we compete with companies that have longer
operating histories and more established relationships with customers and users. We face competition from:

• Other digital content and application platform providers, such as Amazon and Apple.
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• Companies that design, manufacture, and market consumer hardware products, including businesses that have
developed proprietary platforms.

• Providers of enterprise cloud services, including Alibaba, Amazon, and Microsoft.

• Digital assistant providers, such as Amazon and Apple.

Competing successfully depends heavily on our ability to deliver and distribute innovative products and technologies
to the marketplace across our businesses. Specifically, for advertising, competing successfully depends on attracting and
retaining:

• Users, for whom other products and services are literally one click away, largely on the basis of the relevance of
our advertising, as well as the general usefulness, security and availability of our products and services.

• Advertisers, primarily based on our ability to generate sales leads, and ultimately customers, and to deliver their
advertisements in an efficient and effective manner across a variety of distribution channels.

• Content providers, primarily based on the quality of our advertiser base, our ability to help these partners generate
revenues from advertising, and the terms of our agreements with them.

Ongoing Commitment to Sustainability
At Google, we build technology that helps people do more for the planet. We strive to build sustainability into

everything we do, including designing and operating efficient data centers, advancing carbon-free energy, creating
sustainable workplaces, building better devices and services, empowering users with technology, and enabling a
responsible supply chain.

Google has been carbon neutral since 2007, and in 2019, for the third consecutive year, we matched 100% of our
electricity consumption with renewable energy purchases. We are the largest annual corporate purchaser of renewable
energy in the world, based on renewable electricity purchased in megawatt-hour (MWh). In 2020, we neutralized our entire
legacy carbon footprint since our founding (covering all our operational emissions before we became carbon neutral in
2007), making Google the first major company to achieve carbon neutrality for its entire operating history. In our third
decade of climate action, we’ve set our most ambitious goal yet: to run our business on carbon-free energy everywhere, at
all times, by 2030.

We're also investing in technologies to help our partners and people all over the world make sustainable choices. For
example, we intend to enable 5 GW of new carbon-free energy across our key manufacturing regions by 2030 through
investment. We anticipate this will spur more than $5 billion in clean energy investments, avoid the amount of emissions
equal to taking more than 1 million cars off the road each year, and create more than 8,000 clean energy jobs. With the
Environmental Insights Explorer, we're also working to help more than 500 cities and local governments globally reduce a
total of 1 gigaton of carbon emissions annually by 2030 — that’s the equivalent of the annual carbon emissions of a
country the size of Japan.

Google’s products are already helping people make more sustainable choices in their daily lives, whether it’s using
Google Maps to find bike-shares and electric vehicle charging stations, or in many European countries, using Google
Flights to sort the least carbon-intensive option flights. There are more tools and information we can provide, and our goal
is to find new ways that our products can help 1 billion people make more sustainable choices by 2022.

Climate change is one of the most significant global challenges of our time. In 2017, we developed a climate
resilience strategy, which included conducting a climate scenario analysis. We've earned a spot on the CDP (formerly the
Carbon Disclosure Project) Climate Change A List for seven consecutive years. We believe our CDP climate change
response reflects the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD).

In 2020, we issued $5.75 billion in sustainability bonds, the largest sustainability or green bond issuance by any
company in history. The net proceeds from the issuance are used to fund environmentally and socially responsible projects
in the following eight areas: energy efficiency, clean energy, green buildings, clean transportation, circular economy and
design, affordable housing, commitment to racial equity, and support for small businesses and COVID-19 crisis response.

More information on our approach to sustainability can be found in our annual sustainability reports, including
Google’s environmental report. The content of our sustainability reports are not incorporated by reference into this Annual
Report on Form 10-K or in any other report or document we file with the SEC.
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Culture and Workforce

We’re a company of curious, talented and passionate people. We embrace collaboration and creativity, and
encourage the iteration of ideas to address complex challenges in technology and society.

Our people are critical for our continued success. We work hard to provide an environment where Googlers can have
fulfilling careers, and be happy, healthy and productive. We offer industry-leading benefits and programs to take care of the
diverse needs of our employees and their families, including access to excellent healthcare choices, opportunities for
career growth and development, and resources to support their financial health. Our competitive compensation programs
help us to attract and retain top candidates, and we will continue to invest in recruiting talented people to technical and
non-technical roles and rewarding them well.

Alphabet is committed to making diversity, equity, and inclusion part of everything we do and we’re committed to
growing a workforce that’s representative of the users we serve. More information on Google’s approach to diversity can
be found in our annual diversity reports, available publicly at diversity.google. The content of our diversity reports is not
incorporated by reference into this Annual Report on Form 10-K or in any other report or document we file with the SEC.

We have work councils and statutory employee representation obligations in certain countries and we are committed
to supporting protected labor rights, maintaining an open culture and listening to all Googlers. Supporting healthy and open
dialogue is central to how we work, and we communicate information about the company through multiple internal
channels to our employees. As of December 31, 2020, Alphabet had 135,301 employees.

When necessary, we contract with businesses around the world to provide specialized services where we don’t have
appropriate in-house expertise or resources, often in fields that require specialized training like cafe operations, customer
support, content moderation and physical security. We also contract with temporary staffing agencies when we need to
cover short-term leaves, when we have spikes in business needs, or when we need to quickly incubate special projects.
We choose our partners and staffing agencies carefully, and review their compliance with Google’s Supplier Code of
Conduct. We continually make improvements to promote a respectful and positive working environment for everyone —
employees, vendors and temporary staff alike.

Government Regulation

We are subject to numerous U.S. federal, state, and foreign laws and regulations covering a wide variety of subject
matters. Like other companies in the technology industry, we face heightened scrutiny from both U.S. and foreign
governments with respect to our compliance with laws and regulations. Our compliance with these laws and regulations
may be onerous and could, individually or in the aggregate, increase our cost of doing business, impact our competitive
position relative to our peers, and/or otherwise have an adverse impact on our business, reputation, financial condition,
and operating results. For additional information about government regulation applicable to our business, see Risk Factors
in Part I, Item 1A, Trends in Our Business in Part II, Item 7, and Legal Matters in Note 10 of the Notes to Consolidated
Financial Statements included in Part II, Item 8 in this Annual Report on Form 10-K.

Intellectual Property

We rely on various intellectual property laws, confidentiality procedures and contractual provisions to protect our
proprietary technology and our brand. We have registered, and applied for the registration of, U.S. and international
trademarks, service marks, domain names and copyrights. We have also filed patent applications in the U.S. and foreign
countries covering certain of our technology, and acquired patent assets to supplement our portfolio. We have licensed in
the past, and expect that we may license in the future, certain of our rights to other parties.

Seasonality

Our business is affected by seasonal fluctuations in internet usage, advertising expenditures, and underlying
business trends such as traditional retail seasonality (including developments and volatility arising from COVID-19).

Available Information

Our website is located at www.abc.xyz, and our investor relations website is located at www.abc.xyz/investor. Our
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and our Proxy Statements,
and any amendments to these reports, are available through our investor relations website, free of charge, after we file
them with the SEC. We also provide a link to the section of the SEC's website at www.sec.gov that has all of the reports
that we file or furnish with the SEC.



We webcast via our investor relations website our earnings calls and certain events we participate in or host with
members of the investment community. Our investor relations website also provides notifications of news or
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announcements regarding our financial performance and other items that may be material or of interest to our investors,
including SEC filings, investor events, press and earnings releases, and blogs. We also share Google news and product
updates on Google's Keyword blog at https://www.blog.google/, that may be material or of interest to our investors. Further,
corporate governance information, including our certificate of incorporation, bylaws, governance guidelines, board
committee charters, and code of conduct, is also available on our investor relations website under the heading "Other."
The content of our websites are not incorporated by reference into this Annual Report on Form 10-K or in any other report
or document we file with the SEC, and any references to our websites are intended to be inactive textual references only.

ITEM 1A. RISK FACTORS

Our operations and financial results are subject to various risks and uncertainties, including but not limited to those
described below, which could harm our business, reputation, financial condition, and operating results.

Risks Specific to our Company

We generate a significant portion of our revenues from advertising, and reduced spending by advertisers, a
loss of partners, or new and existing technologies that block ads online and/or affect our ability to customize ads
could harm our business.

We generated over 80% of total revenues from the display of ads online in 2020. Many of our advertisers, companies
that distribute our products and services, digital publishers, and content providers can terminate their contracts with us at
any time. These partners may not continue to do business with us if we do not create more value (such as increased
numbers of users or customers, new sales leads, increased brand awareness, or more effective monetization) than their
available alternatives. Changes to our advertising policies and data privacy practices, as well as changes to other
companies’ advertising and/or data privacy practices may affect the advertising that we are able to provide, which could
harm our business. In addition, technologies have been developed that make customized ads more difficult or that block
the display of ads altogether and some providers of online services have integrated technologies that could potentially
impair the availability and functionality of third-party digital advertising. Failing to provide superior value or deliver
advertisements effectively and competitively could harm our reputation, financial condition, and operating results.

n addition, expenditures by advertisers tend to be cyclical, reflecting overall economic conditions and budgeting and
buying patterns. Adverse macroeconomic conditions, including COVID-19 and its effects on the global economy (as
discussed in greater detail in our COVID-19 risk factor under ‘General Risks’ below), have impacted the demand for
advertising and resulted in fluctuations in the amounts our advertisers spend on advertising, and could have an adverse
impact on such demand and spend, which could harm our financial condition and operating results.

We face intense competition. If we do not continue to innovate and provide products and services that are
useful to users, we may not remain competitive, which could harm our business and operating results.

Our business environment is rapidly evolving and intensely competitive. Our businesses face changing technologies,
shifting user needs, and frequent introductions of rival products and services. To compete successfully, we must accurately
anticipate technology developments and deliver innovative, relevant and useful products, services, and technologies in a
timely manner. As our businesses evolve, the competitive pressure to innovate will encompass a wider range of products
and services. We must continue to invest significant resources in research and development, including through
acquisitions, in order to enhance our technology and new and existing products and services.

e have many competitors in different industries. Our current and potential domestic and international competitors
range from large and established companies to emerging start-ups. Some competitors have longer operating histories and
well established relationships in various sectors. They can use their experience and resources in ways that could affect our
competitive position, including by making acquisitions, continuing to invest heavily in research and development and in
talent, aggressively initiating intellectual property claims (whether or not meritorious), and continuing to compete
aggressively for users, advertisers, customers, and content providers. Further, discrepancies in enforcement of existing
laws may enable our lesser known competitors to aggressively interpret those laws without commensurate scrutiny,
thereby affording them competitive advantages. Our competitors may also be able to innovate and provide products and
services faster than we can or may foresee the need for products and services before us.

Our operating results may also suffer if our products and services are not responsive to the needs of our users,
advertisers, publishers, customers, and content providers. As technologies continue to develop, our competitors may be
able to offer experiences that are, or that are seen to be, substantially similar to or better than ours. This
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may force us to compete in different ways and expend significant resources in order to remain competitive. If our
competitors are more successful than we are in developing compelling products or in attracting and retaining users,
advertisers, publishers, customers, and content providers, our operating results could be harmed.

Our ongoing investment in new businesses, products, services, and technologies is inherently risky, and
could disrupt our current operations and harm our financial condition and operating results.

We have invested and expect to continue to invest in new businesses, products, services, and technologies. The
investments that we are making across Google Services, Google Cloud and Other Bets reflect our ongoing efforts to
innovate and provide products and services that are useful to users, advertisers, publishers, customers, and content
providers. Our investments in Google Services, Google Cloud and Other Bets span a wide range of industries beyond
online advertising. Such investments ultimately may not be commercially viable or may not result in an adequate return of
capital and, in pursuing new strategies, we may incur unanticipated liabilities. These endeavors may involve significant
risks and uncertainties, including diversion of management resources and, with respect to Other Bets, the use of
alternative investment, governance, or compensation structures that may fail to adequately align incentives across the
company or otherwise accomplish their objectives.

Within Google Services, we continue to invest heavily in hardware, including our smartphones and home devices,
which is a highly competitive market with frequent introduction of new products and services, rapid adoption of
technological advancements by competitors, short product life cycles, evolving industry standards, continual improvement
in product price and performance characteristics, and price and feature sensitivity on the part of consumers and
businesses. There can be no assurance we will be able to provide hardware that competes effectively.

Within Google Cloud, we devote significant resources to develop and deploy our enterprise-ready cloud services,
including Google Cloud Platform and Google Workspace. We are incurring costs to build and maintain infrastructure to
support cloud computing services and hire talent, particularly to support and scale our salesforce. At the same time, our
competitors are rapidly developing and deploying cloud-based services. Pricing and delivery models are competitive and
evolving, and we may not attain sufficient scale and profitability to achieve our business objectives.

Within Other Bets, we are investing significantly in the areas of health, life sciences, and transportation, among
others. These investment areas face intense competition from large experienced and well-funded competitors and our
offerings may not be able to compete effectively or to operate at sufficient levels of profitability.

In addition, new and evolving products and services, including those that use artificial intelligence and machine
learning, raise ethical, technological, legal, regulatory, and other challenges, which may negatively affect our brands and
demand for our products and services. Because all of these new ventures are inherently risky, no assurance can be given
that such strategies and offerings will be successful and will not harm our reputation, financial condition, and operating
results.

Our revenue growth rate could decline over time, and we anticipate downward pressure on our operating
margin in the future.

Our revenue growth rate could decline over time as a result of a number of factors, including increasing competition
and the continued expansion of our business into a variety of new fields. Changes in device mix, geographic mix, ongoing
product and policy changes, product mix, and property mix and an increasing competition for advertising may also affect
our advertising revenue growth rate. We may also experience a decline in our revenue growth rate as our revenues
increase to higher levels, if there is a decrease in the rate of adoption of our products, services, and technologies, or due
to deceleration or decline in demand for devices used to access our services, among other factors. In addition, COVID-19
and its effects on the global economy has impacted and may continue to adversely impact our revenue growth rate (as
discussed in greater detail in our COVID-19 risk factor under ‘General Risks’ below).

n addition to a decline in our revenue growth rate, we may also experience downward pressure on our operating
margin resulting from a variety of factors, such as the continued expansion of our business into new fields, including
products and services such as hardware, Google Cloud, and subscription products, as well as significant investments in
Other Bets, all of which may have margins lower than those we generate from advertising. We may also experience
downward pressure on our operating margins from increasing regulations, increasing competition and increased costs for
many aspects of our business, including within advertising where changes such as device mix, property mix, and partner
agreements can affect margin. The margin we earn on revenues generated from our Google Network Members could also
decrease in the future if we pay a larger percentage of advertising fees to them. We may also pay increased TAC to our
distribution partners as well as increased content acquisition
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costs to content providers. We may also face an increase in infrastructure costs, supporting businesses such as Search,
Google Cloud, and YouTube. Many of our expenses are less variable in nature and may not correlate to changes in
revenues.

Due to these factors and the evolving nature of our business, our historical revenue growth rate and historical
operating margin may not be indicative of our future performance.

Our intellectual property rights are valuable, and any inability to protect them could reduce the value of our
products, services and brands as well as affect our ability to compete.

Our patents, trademarks, trade secrets, copyrights, and other intellectual property rights are important assets for us.
Various events outside of our control pose a threat to our intellectual property rights, as well as to our products, services,
and technologies. For example, effective intellectual property protection may not be available in every country in which our
products and services are distributed or made available through the Internet. Also, the efforts we have taken to protect our
proprietary rights may not be sufficient or effective. Although we seek to obtain patent protection for our innovations, it is
possible we may not be able to protect some of these innovations. Moreover, we may not have adequate patent or
copyright protection for certain innovations that later turn out to be important. Furthermore, there is always the possibility,
despite our efforts, that the scope of the protection gained will be insufficient or that an issued patent may be deemed
invalid or unenforceable.

We also seek to maintain certain intellectual property as trade secrets. The secrecy of such trade secrets and other
sensitive information could be compromised, which could cause us to lose the competitive advantage resulting from these
trade secrets. We also face risks associated with our trademarks. For example, there is a risk that the word “Google” could
become so commonly used that it becomes synonymous with the word “search.” Some courts have ruled that "Google" is
a protectable trademark, but it is possible that other courts, particularly those outside of the United States, may reach a
different determination. If this happens, we could lose protection for this trademark, which could result in other people
using the word “Google” to refer to their own products, thus diminishing our brand.

Any significant impairment of our intellectual property rights could harm our business and our ability to compete. Also,
protecting our intellectual property rights is costly and time consuming. Any increase in the unauthorized use of our
intellectual property could make it more expensive to do business and harm our operating results.

Our business depends on strong brands, and failing to maintain and enhance our brands would hurt our
ability to expand our base of users, advertisers, customers, content providers, and other partners.

Our strong brands have significantly contributed to the success of our business. Maintaining and enhancing the
brands within Google Services, Google Cloud and Other Bets increases our ability to enter new categories and launch new
and innovative products that better serve the needs of our users, advertisers, customers, content providers, and other
partners. Our brands may be negatively affected by a number of factors, including, among others, reputational issues,
third-party content shared on our platforms, data privacy and security issues and developments, and product or technical
performance failures. For example, if we fail to appropriately respond to the sharing of misinformation or objectionable
content on our services and/or products or objectionable practices by advertisers, or to otherwise adequately address user
concerns, our users may lose confidence in our brands.

Furthermore, failure to maintain and enhance equity in our brands may harm our business, financial condition, and
operating results. Our success will depend largely on our ability to remain a technology leader and continue to provide
high-quality, innovative products and services that are truly useful and play a valuable role in a range of settings.

We face a number of manufacturing and supply chain risks that, if not properly managed, could harm our
financial condition, operating results, and prospects.

We face a number of risks related to manufacturing and supply chain management, which could affect our ability to
supply both our products and our internet-based services.

We rely on other companies to manufacture many of our finished products, to design certain of our components and
parts, and to participate in the distribution of our products and services. Our business could be negatively affected if we are
not able to engage these companies with the necessary capabilities or capacity on reasonable terms, or if those we
engage fail to meet their obligations (whether due to financial difficulties or other reasons), or make adverse changes in the
pricing or other material terms of our arrangements with them.

We have experienced and/or may experience supply shortages and price increases driven by raw material,
component or part availability, manufacturing capacity, labor shortages, industry allocations, tariffs, trade disputes
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and barriers, natural disasters or pandemics (including COVID-19), the effects of climate change (such as sea level rise,
drought, flooding, wildfires, and increased storm severity), and significant changes in the financial or business condition of
our suppliers. We have experienced and/or may in the future, experience shortages or other supply chain disruptions that
could negatively affect our operations. In addition, some of the components we use in our technical infrastructure and
product  are available from only one or limited ource , and we may not be able to find replacement vendor  on favorable
term  in the event of a upply chain di ruption  In addition, a ignificant upply interruption could delay critical data center
upgrades or expansions and delay product availability.

We may enter into long term contracts for materials and products that commit us to significant terms and conditions.
We may be liable for materials and products that are not consumed due to market acceptance, technological change,
obsolescences, quality, product recalls, and warranty issues. For instance, because certain of our hardware supply
contracts have volume-based pricing or minimum purchase requirements, if the volume of our hardware sales decreases
or does not reach projected targets, we could face increased materials and manufacturing costs or other financial liabilities
that could make our products more costly per unit to manufacture and negatively affect our financial results. Furthermore,
certain of our competitors may negotiate more favorable contractual terms based on volume and other commitments that
may provide them with competitive advantages and may affect our supply.

Our products and services may have quality issues resulting from design, manufacturing, or operations. Sometimes,
these issues may be caused by components we purchase from other manufacturers or suppliers. If the quality of our
products and services does not meet expectations or our products or services are defective, it could harm our reputation,
financial condition, and operating results.

We require our suppliers and business partners to comply with laws and, where applicable, our company policies,
such as the Google Supplier Code of Conduct, regarding workplace and employment practices, data security,
environmental compliance and intellectual property licensing, but we do not control them or their practices. Violations of
law or unethical business practices could result in supply chain disruptions, canceled orders, harm to key relationships,
and damage to our reputation. Their failure to procure necessary license rights to intellectual property, could affect our
ability to sell our products or services and expose us to litigation or financial claims.

Interruption, interference with, or failure of our complex information technology and communications
systems could hurt our ability to effectively provide our products and services, which could harm our reputation,
financial condition, and operating results. In addition, complications with the design or implementation of our new
global enterprise resource planning system could harm our business and operations.

The availability of our products and services and fulfillment of our customer contracts depend on the continuing
operation of our information technology and communications systems. Our systems are vulnerable to damage,
interference, or interruption from modifications or upgrades, terrorist attacks, natural disasters or pandemics (including
COVID-19), the effects of climate change (such as sea level rise, drought, flooding, wildfires, and increased storm
severity), power loss, telecommunications failures, computer viruses, ransomware attacks, computer denial of service
attacks, phishing schemes, or other attempts to harm or access our systems. Some of our data centers are located in
areas with a high risk of major earthquakes or other natural disasters. Our data centers are also subject to break-ins,
sabotage, and intentional acts of vandalism, and, in some cases, to potential disruptions resulting from problems
experienced by facility operators. Some of our systems are not fully redundant, and disaster recovery planning cannot
account for all eventualities.

The occurrence of a natural disaster or pandemic (including COVID-19), closure of a facility, or other unanticipated
problems at, or impacting, our data centers could result in lengthy interruptions in our service. In addition, our products and
services are highly technical and complex and may contain errors or vulnerabilities, which could result in interruptions in or
failure of our services or systems.

In addition, we rely extensively on information systems and technology to manage our business and summarize
operating results. We are in the process of a multi-year implementation of a new ERP system, which will replace much of
our existing core financial systems. The ERP system is designed to accurately maintain our financial records, enhance the
flow of financial information, improve data management, and provide timely information to our management team. We may
not be able to successfully implement the ERP system without experiencing delays, increased costs, and other difficulties.
Failure to successfully design and implement the new ERP system as planned could harm our business, financial
condition, and operating results. Additionally, if we do not effectively implement the ERP system as planned or the ERP
system does not operate as intended, the effectiveness of our internal control over financial reporting could be negatively
affected.
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Our international operations expose us to additional risks that could harm our business, our financial
condition, and operating results.

Our international operations are significant to our revenues and net income, and we plan to continue to grow
internationally. International revenues accounted for approximately 53% of our consolidated revenues in 2020. In addition
to risks described elsewhere in this section, our international operations expose us to other risks, including the following:

• Restrictions on foreign ownership and investments, and stringent foreign exchange controls that might prevent us
from repatriating cash earned in countries outside the U.S.

• Import and export requirements, tariffs and other market access barriers that may prevent or impede us from
offering products or providing services to a particular market, or that could limit our ability to source assemblies
and finished products from a particular market, and may increase our operating costs.

• Longer payment cycles in some countries, increased credit risk, and higher levels of payment fraud.

• Evolving foreign events, including the effect of the United Kingdom's withdrawal from the European Union, may
adversely affect our revenues and could subject us to new regulatory costs and challenges (including the transfer
of personal data between the EU and the United Kingdom and new customer requirements), in addition to other
adverse effects that we are unable to effectively anticipate.

• Anti-corruption laws, such as the U.S. Foreign Corrupt Practices Act, and other local laws prohibiting certain
payments to government officials, violations of which could result in civil and criminal penalties.

• Uncertainty regarding liability for services and content, including uncertainty as a result of local laws and lack of
legal precedent.

• Different employee/employer relationships, existence of works councils and labor unions, and other challenges
caused by distance, language, and cultural differences, making it harder to do business in certain jurisdictions.

Because we conduct business in currencies other than U.S. dollars but report our financial results in U.S. dollars, we
face exposure to fluctuations in foreign currency exchange rates. Although we hedge a portion of our international currency
exposure, significant fluctuations in exchange rates between the U.S. dollar and foreign currencies may adversely affect
our revenues and earnings, particularly in light of market volatilities due to COVID-19. Hedging programs are also
inherently risky and could expose us to additional risks that could harm our financial condition and operating results.

Risks Related to our Industry

People access the Internet through a variety of platforms and devices that continue to evolve with the
advancement of technology and user preferences. If manufacturers and users do not widely adopt versions of our
products and services developed for these interfaces, our business could be harmed.

People access the Internet through a growing variety of devices such as desktop computers, mobile phones,
smartphones, laptops and tablets, video game consoles, voice-activated speakers, wearables, automobiles, and television-
streaming devices. Our products and services may be less popular on some interfaces. Each manufacturer or distributor
may establish unique technical standards for its devices, and our products and services may not be available or may only
be available with limited functionality for our users or our advertisers on these devices as a result. Some manufacturers
may also elect not to include our products on their devices. In addition, search queries are increasingly being undertaken
via voice-activated speakers, apps, social media or other platforms, which could harm our business. It is hard to predict the
challenges we may encounter in adapting our products and services and developing competitive new products and
services. We expect to continue to devote significant resources to creating and supporting products and services across
multiple platforms and devices. Failing to attract and retain a substantial number of new device manufacturers, suppliers,
distributors, developers, and users, or failing to develop products and technologies that work well on new devices and
platforms, could harm our business, financial condition, and operating results and ability to capture future business
opportunities.

Data privacy and security concerns relating to our technology and our practices could damage our
reputation, cause us to incur significant liability, and deter current and potential users or customers from using
our products and services. Software bugs or defects, security breaches, and attacks on our systems could result
in the improper disclosure and use of user data and interference with our users and customers’ ability to use our
products and services, harming our business operations and reputation.
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Concerns about our practices with regard to the collection, use, disclosure, or security of personal information or
other data-privacy-related matters, even if unfounded, could harm our reputation, financial condition, and operating results.
Our policies and practices may change over time as expectations regarding privacy and data change.

Our products and services involve the storage and transmission of proprietary and other sensitive information, and
bugs, theft, misuse, defects, vulnerabilities in our products and services, and security breaches expose us to a risk of loss
of this information, improper use and disclosure of such information, litigation, and other potential liability. Systems and
control failures, security breaches, failure to comply with our privacy policies, and/or inadvertent disclosure of user data
could result in government and legal exposure, seriously harm our reputation and brand and, therefore, our business, and
impair our ability to attract and retain users or customers. We expect to continue to expend significant resources to
maintain security protections that shield against bugs, theft, misuse, or security vulnerabilities or breaches.

We experience cyber attacks and other attempts to gain unauthorized access to our systems on a regular basis. We
may experience future security issues, whether due to employee error or malfeasance or system errors or vulnerabilities in
our or other parties’ systems, which could result in significant legal and financial exposure. Government inquiries and
enforcement actions, litigation, and adverse press coverage could harm our business. We may be unable to anticipate or
detect attacks or vulnerabilities or implement adequate preventative measures. Attacks and security issues could also
compromise trade secrets and other sensitive information, harming our business.

While we have dedicated significant resources to privacy and security incident response capabilities, including
dedicated worldwide incident response teams, our response process, particularly during times of a natural disaster or
pandemic (including COVID-19), may not be adequate, may fail to accurately assess the severity of an incident, may not
respond quickly enough, or may fail to sufficiently remediate an incident. As a result, we may suffer significant legal,
reputational, or financial exposure, which could harm our business, financial condition, and operating results.

Our ongoing investments in safety, security, and content review will likely continue to identify abuse of our
platforms and misuse of user data.

In addition to our efforts to mitigate cyber attacks, we are making significant investments in safety, security, and
content review efforts to combat misuse of our services and unauthorized access to user data by third parties, including
investigations and review of platform applications that could access the information of users of our services. As a result of
these efforts, we could discover incidents of unnecessary access to or misuse of user data or other undesirable activity by
third parties. We may not discover all such incidents or activity, whether as a result of our data limitations, including our
lack of visibility over our encrypted services, the scale of activity on our platform, or other factors, including factors outside
of our control such as a natural disaster or pandemic (including COVID-19), and we may be notified of such incidents or
activity via third parties. Such incidents and activities may include the use of user data or our systems in a manner
inconsistent with our terms, contracts or policies, the existence of false or undesirable user accounts, election interference,
improper ad purchases, activities that threaten people’s safety on- or offline, or instances of spamming, scraping, or
spreading disinformation. We may also be unsuccessful in our efforts to enforce our policies or otherwise remediate any
such incidents. Any of the foregoing developments may negatively affect user trust and engagement, harm our reputation
and brands, require us to change our business practices in a manner adverse to our business, and adversely affect our
business and financial results. Any such developments may also subject us to additional litigation and regulatory inquiries,
which could result in monetary penalties and damages, divert management’s time and attention, and lead to enhanced
regulatory oversight.

Problematic content on our platforms, including low-quality user-generated content, web spam, content
farms, and other violations of our guidelines could affect the quality of our services, which could damage our
reputation and deter our current and potential users from using our products and services.

We, like others in the industry, face violations of our content guidelines across our platforms, including sophisticated
attempts by bad actors to manipulate our hosting and advertising systems to fraudulently generate revenues, or to
otherwise generate traffic that does not represent genuine user interest or intent. While we invest significantly in efforts to
promote high-quality and relevant results and to detect and prevent low-quality content and invalid traffic, we may be
unable to adequately detect and prevent such abuses or promote high-quality content, particularly during times of a natural
disaster or pandemic (including COVID-19).

Many websites violate or attempt to violate our guidelines, including by seeking to inappropriately rank higher in
search results than our search engine's assessment of their relevance and utility would rank them. Such efforts
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(known as “web spam”) may affect the quality of content on our platforms and lead them to display false, misleading or
undesirable content.

Although English-language web spam in our search results has been reduced, and web spam in most other
languages is limited, we expect web spammers will continue to seek inappropriate ways to improve their rankings. We
continuously combat web spam in our search results, including through indexing technology that makes it harder for spam-
like, less useful web content to rank highly. We also continue to invest in and deploy proprietary technology to detect and
prevent web spam from abusing our platforms.

We also face other challenges from low-quality and irrelevant content websites, including content farms, which are
websites that generate large quantities of low-quality content to help them improve their search rankings. We are
continually launching algorithmic changes focused on detecting and preventing abuse from low-quality websites.

We also face other challenges on our platforms, including violations of our content guidelines involving incidents such
as attempted election interference, activities that threaten the safety and/or well-being of our users on- or offline, and the
spreading of disinformation, among other challenges.

If we fail to either detect and prevent an increase in problematic content or effectively promote high-quality content, it
could hurt our reputation for delivering relevant information or reduce use of our platforms, harming our financial condition
or operating results. It may also subject us to litigation and regulatory inquiries, which could result in monetary penalties
and damages, divert management’s time and attention, and lead to enhanced regulatory oversight.

Our business depends on continued and unimpeded access to the Internet by us and our users. Internet
access providers may be able to restrict, block, degrade, or charge for access to certain of our products and
services, which could lead to additional expenses and the loss of users and advertisers.

Our products and services depend on the ability of our users to access the Internet, and certain of our products
require significant bandwidth to work effectively. Currently, this access is provided by companies that have significant
market power in the broadband and internet access marketplace, including incumbent telephone companies, cable
companies, mobile communications companies, and government-owned service providers. Some of these providers have
taken, or have stated that they may take measures that could degrade, disrupt, or increase the cost of user access to
certain of our products by restricting or prohibiting the use of their infrastructure to support or facilitate our offerings, by
charging increased fees to us or our users to provide our offerings, or by providing our competitors preferential access.
Some jurisdictions have adopted regulations prohibiting certain forms of discrimination by internet access providers;
however, substantial uncertainty exists in the United States and elsewhere regarding such protections. For example, in
2018 the United States Federal Communications Commission repealed net neutrality rules, which could permit internet
access providers to restrict, block, degrade, or charge for access to certain of our products and services. In addition, in
some jurisdictions, our products and services have been subject to government-initiated restrictions or blockages. COVID-
19 has also resulted in quarantines, shelter in place orders, and work from home directives, all of which have increased
demands for internet access and may create access challenges. These could result in a loss of existing users, customers
and advertisers, goodwill, and increased costs, and could impair our ability to attract new users, customers and
advertisers, thereby harming our business.

Risks Related to Laws and Regulations

We face increased regulatory scrutiny as well as changes in regulatory conditions, laws and policies
governing a wide range of topics that may negatively affect our business.

We and other companies in the technology industry face increased regulatory scrutiny, enforcement action, and other
proceedings. For instance, the U.S. Department of Justice, joined by a number of state Attorneys General, filed an antitrust
complaint against Google on October 20, 2020, alleging that Google violated U.S. antitrust laws relating to Search and
Search advertising. Separately, on December 16, 2020, a number of state Attorneys General filed an antitrust complaint
against Google in the United States District Court for the Eastern District of Texas, alleging that Google violated U.S.
antitrust laws as well as state deceptive trade laws relating to its advertising technology. Various other regulatory agencies
in the United States and around the world, including competition enforcers, consumer protection agencies, data protection
authorities, grand juries, inter-agency consultative groups, and a range of other governmental bodies have and continue to
review our products and services and their compliance with laws and regulations around the world. We continue to
cooperate with these investigations. Various laws, regulations, investigations, enforcement lawsuits, and regulatory actions
have in the past and may in the future result in substantial fines and penalties, injunctive relief, ongoing auditing and
monitoring
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obligations, changes to our products and services, alterations to our business models and operations, and collateral
litigation, all of which could harm our business, reputation, financial condition, and operating results.

Changes in international and local social, political, economic, tax, and regulatory conditions or in laws and policies
governing a wide range of topics may increase our cost of doing business, limit our ability to pursue certain business
models, offer products or services in certain jurisdictions, or cause us to change our business practices. We have in the
past had to alter or withdraw certain products and services as a result of laws or regulations that made them unfeasible,
and new laws or regulations, such as the News Media Bargaining Code drafted by the Australian Competition and
Consumer Commission currently tabled in parliament, could result in our having to alter or withdraw products and services
in the future. These additional costs of doing business, new limitations or changes to our business model or practices
could harm our business, reputation, financial condition, and operating results.

A variety of new and existing laws and/or interpretations could harm our business.

We are subject to numerous U.S. and foreign laws and regulations covering a wide variety of subject matters. New
laws and regulations (or new interpretations or applications of existing laws and regulations in a manner inconsistent with
our practices) may make our products and services less useful, limit our ability to pursue certain business models or offer
certain products and services, require us to incur substantial costs, expose us to civil or criminal liability, or cause us to
change our business practices. These laws and regulations are evolving and involve matters central to our business,
including, among others:

• New competition laws and related regulations around the world, that can limit certain business practices, and in
some cases, create the risk of significant penalties.

• Privacy laws, such as the California Consumer Privacy Act of 2018 that came into effect in January of 2020 and
the California Privacy Rights Act which will go into effect in 2023, both of which give new data privacy rights to
California residents, and SB-327 in California, which regulates the security of data in connection with internet
connected devices.

• Data protection laws passed by many states within the U.S. and by certain countries regarding notification to data
subjects and/or regulators when there is a security breach of personal data.

• New laws further restricting the collection, processing and/or sharing of advertising-related data.

• Copyright or similar laws around the world, including the EU Directive on Copyright in the Digital Single Market
(EUCD) of April 17, 2019, which EU Member States must implement by June 7, 2021; and the News Media
Bargaining Code drafted by the Australian Competition and Consumer Commission. These and similar laws that
have been adopted or proposed introduce new constraining licensing regimes that could affect our ability to
operate. The EUCD and similar laws could increase the liability of some content-sharing services with respect to
content uploaded by their users. Some of these laws, as well as follow-on administrative or judicial actions, have
also created or may create a new property right in news publications that limits the ability of some online services
to interact with or present such content. They may also impose compensation negotiations with news agencies
and publishers for the use of such content, which may result in payment obligations that significantly exceed the
value that such content provides to Google and its users.

• Data localization laws, which generally mandate that certain types of data collected in a particular country be
stored and/or processed within that country.

• Various U.S. and international laws that govern the distribution of certain materials to children and regulate the
ability of online services to collect information from minors.

• Various laws with regard to content removal and disclosure obligations, such as the Network Enforcement Act in
Germany, which may affect our businesses and operations and may subject us to significant fines if such laws are
interpreted and applied in a manner inconsistent with our practices or when we may not proactively discover such
content due to the scale of third-party content and the limitations of existing technologies. Other countries,
including Singapore, Australia, and the United Kingdom, have implemented or are considering similar legislation
imposing penalties for failure to remove certain types of content.

• Various legislative, litigation, and regulatory activity regarding our Google Play billing policies and business model,
which could result in monetary penalties, damages and/or prohibition.

In addition, the applicability and scope of these laws, as interpreted by the courts, remain uncertain and could harm
our business. For example:
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• We rely on statutory safe harbors, as set forth in the Digital Millennium Copyright Act and Section 230 of the
Communications Decency Act in the United States and the E-Commerce Directive in Europe, against liability for
various linking, caching, and hosting activities. Any legislation or court rulings affecting these safe harbors may
adversely affect us. There are legislative proposals in both the US and EU that could reduce our safe harbor
protection.

• Court decisions such as the judgment of the Court of Justice of the European Union (CJEU) on May 13, 2014 on
the ‘right to be forgotten,’ which allows individuals to demand that Google remove search results about them in
certain instances, may limit the content we can show to our users and impose significant operational burdens.

The introduction of new businesses, products, services, and technologies, our activities in certain jurisdictions, or
other actions we take may subject us to additional laws and regulations. Our investment in a variety of new fields, such as
healthcare and payment services, may expand the scope of regulations that apply to our business. The costs of
compliance with these laws and regulations are high and are likely to increase in the future. Any failure on our part to
comply with laws and regulations can result in negative publicity and diversion of management time and effort and may
subject us to significant liabilities and other penalties.

We are subject to claims, suits, government investigations, and other proceedings that may harm our
business, financial condition, and operating results.

We are subject to claims, suits, and government investigations involving competition, intellectual property, data
privacy and security, consumer protection, tax, labor and employment, commercial disputes, content generated by our
users, goods and services offered by advertisers or publishers using our platforms, and other matters. Due to our
manufacturing and sale of an expanded suite of products, including hardware as well as Google Cloud offerings, we also
are subject to a variety of claims including product warranty, product liability, and consumer protection claims related to
product defects, among other litigation. We may also be subject to claims involving health and safety, hazardous materials
usage, other environmental impacts, or service disruptions or failures.

Any of these types of legal proceedings can have an adverse effect on us because of legal costs, diversion of
management resources, negative publicity and other factors. Determining reserves for our pending litigation is a complex,
fact-intensive process that requires significant judgment. The resolution of one or more such proceedings has resulted in,
and may in the future result in, additional substantial fines, penalties, injunctions, and other sanctions that could harm our
business, financial condition, and operating results.

We may be subject to legal liability associated with providing online services or content.

Our products and services let users exchange information, advertise products and services, conduct business, and
engage in various online activities. We also place advertisements displayed on other companies’ websites, and we offer
third-party products, services, and/or content. The law relating to the liability of online service providers for others’ activities
on their services is still somewhat unsettled around the world. Claims have been brought against us for defamation,
negligence, breaches of contract, copyright and trademark infringement, unfair competition, unlawful activity, torts, fraud, or
other legal theories based on the nature and content of information available on or via our services.

We may be subject to claims by virtue of our involvement in hosting, transmitting, marketing, branding, or providing
access to content created by third parties. Defense of any such actions could be costly and involve significant time and
attention of our management and other resources, may result in monetary liabilities or penalties, and may require us to
change our business in an adverse manner.

Privacy and data protection regulations are complex and rapidly evolving areas. Adverse interpretations of
these laws could harm our business, reputation, financial condition, and operating results.

Authorities around the world have adopted and are considering a number of legislative and regulatory proposals
concerning data protection and limits on encryption of user data. Adverse legal rulings, legislation, or regulation could
result in fines and orders requiring that we change our data practices, which could have an adverse effect on our ability to
provide services, harming our business operations. Complying with these evolving laws could result in substantial costs
and harm the quality of our products and services, negatively affecting our business, and may be particularly challenging
during certain times, such as a natural disaster or pandemic (including COVID-19).

Recent legal developments in Europe have created compliance uncertainty regarding transfers of personal data from
Europe to the United States. For example, the General Data Protection Regulation (GDPR) applies to all of our activities
conducted from an establishment in the EU or related to products and services that we offer to EU
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users or customers, or the monitoring of their behavior in the EU. The GDPR creates a range of new compliance
obligations.

Ensuring compliance with the GDPR is an ongoing commitment that involves substantial costs, and despite our
efforts, governmental authorities or others have asserted and may continue to assert that our business practices fail to
comply with its requirements. If our operations are found to violate GDPR requirements, we may incur substantial fines,
have to change our business practices, and face reputational harm, any of which could have an adverse effect on our
business. In particular, serious breaches of the GDPR can result in administrative fines of up to 4% of annual worldwide
revenues. Fines of up to 2% of annual worldwide revenues can be levied for other specified violations.

The EU-U.S. and the Swiss-U.S. Privacy Shield frameworks allow U.S. companies that self-certify to the U.S.
Department of Commerce and publicly commit to comply with specified requirements to import personal data from the EU
and Switzerland. Recently, the CJEU ruled that the EU-U.S. Privacy Shield is an invalid transfer mechanism, but upheld
Standard Contractual Clauses as a valid transfer mechanism, provided they meet certain requirements. The validity of data
transfer mechanisms remains subject to legal, regulatory, and political developments in both Europe and the U.S., such as
recent recommendations from the European Data Protection Board, the invalidation of the EU-U.S. Privacy Shield and
potential invalidation of other data transfer mechanisms, which could have a significant adverse impact on our ability to
process and transfer personal data outside of the EEA.

These developments create some uncertainty, and compliance obligations could cause us to incur costs or harm the
operations of our products and services in ways that harm our business.

We face, and may continue to face intellectual property and other claims that could be costly to defend,
result in significant damage awards or other costs (including indemnification awards), and limit our ability to use
certain technologies in the future.

We, like other internet, technology and media companies, are frequently subject to litigation based on allegations of
infringement or other violations of intellectual property rights. In addition, patent-holding companies may frequently seek to
generate income from patents they have obtained by bringing claims against us. As we have grown, the number of
intellectual property claims against us has increased and may continue to increase as we develop new products, services,
and technologies.

We have had patent, copyright, trade secret, and trademark infringement lawsuits filed against us claiming that
certain of our products, services, and technologies infringe the intellectual property rights of others. Other parties have also
sought broad injunctive relief against us by filing claims in U.S. and international courts and the U.S. International Trade
Commission (ITC) for exclusion and cease-and-desist orders, which could limit our ability to sell our products or services in
the U.S. or elsewhere if our products or services or those of our customers or suppliers are found to infringe the intellectual
property subject to the claims. Adverse results in any of these lawsuits may include awards of monetary damages, costly
royalty or licensing agreements (if licenses are available at all), or orders preventing us from offering certain features,
functionalities, products, or services. They may also cause us to change our business practices and require development
of non-infringing products, services, or technologies, which could result in a loss of revenues for us and otherwise harm
our business.

Many of our agreements with our customers and partners, including certain suppliers, require us to defend against
certain intellectual property infringement claims and in some cases indemnify them for certain intellectual property
infringement claims against them, which could result in increased costs for defending such claims or significant damages if
there were an adverse ruling in any such claims. Such customers and partners may also discontinue the use of our
products, services, and technologies, as a result of injunctions or otherwise, which could result in loss of revenues and
adversely affect our business. Moreover, intellectual property indemnities provided to us by our suppliers, when obtainable,
may not cover all damages and losses suffered by us and our customers arising from intellectual property infringement
claims. Furthermore, in connection with our divestitures, we have agreed, and may in the future agree, to provide
indemnification for certain potential liabilities, including those associated with intellectual property claims.

Regardless of their merits, intellectual property claims are often time consuming and expensive to litigate or settle. To
the extent such claims are successful, they may harm our business, including our product and service offerings, financial
condition, or operating results.

Risks Related to Ownership of our Stock

We cannot guarantee that any share repurchase program will be fully consummated or will enhance long-
term stockholder value, and share repurchases could increase the volatility of our stock prices and could
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G<lneral Ri•ks 

The conrfnulng fmpacts of COVI0.19 are highly unpredl~tsble 1nd could be signlfl~ant, a,nd may have •ri 
advef$e t lfecr on our bu$lnt?ss, oper~tlcms and our futurt!-nnanclal performtmc~. 

Since COVl:0.19 was declare~ a global pandemic by the World Heatth Organiutlon, governments and ml.l'ticipalities 
around tt,e World have mstituted measufes In an effort to controt lhe spread o1 COVf0-19, kn(;:luding qu.arantlne$, sJ')ettet"-ci,.. 
place orders, school closings, travel restrictions, and closure of non-ess~ntia! businesses. The macroeconomic impacts on 
our business continue- to evolve and be oopredictable-and may continue to cKtve<Sely' affect our busineu, opefatlons and 
financial J)erformaoce. As a i:esalt of the scale or the ongoing pandemic and the speed at which the g:lobal commonity has 
been impacted, our revenue _growth rate and eXpe-flSe as a percer,tage of out re.veriues in future. periods may cf.ffer
significan.tty from our historical rate, and our future operatlog results may fan below expectations. 

The future impacts or the ongoifl_g pandemic: OJ'l our business. opef&tions and future financial peftormanoe couJd 
lndude, but.are not limited to: 

Si:gnif,cant decline in advertising revenues as adveniser spending -slows due to an economic dOVlflWm, This 
dedlne in advertlsing revenues ooukl pers:lsJ ttvough and beyond a recessionary period. Ln addition, we may 
experience a significant and p<Olo~ed shift in user behavior such as a shfft ·tn .interests to fess ·commercial topics. 

Sjgnificant dedine In olher ,reYen\les due to a decline or $hifts in customer demand. For example. ff cormJmer 
demand (Ot • led!Oflic, signfllcantty dedfnos, our haraware revenues could be slgellficanlly Impacted. 

Adverse impacts to oor operating income. operating macgin, net income, EPS and respec1ive gr(?\vth ra1es -
particularty if expenses do not decr~se across Alphabel at the same paoe as reven'ue declines Many of our 
e~se.s a,~ less variable In natute aDdlor may noi correlate to changet In reV@-nUM, ff"IClud!ng costs assoclata.d 
with our data centers and facififies a-s wefl as employee compensation. As suet,, we may npl be able to decrease 
them significantly in the $hort-term, or we may choose not to significantly re<:tuce them in an effort to remain 
focused Qr\ )onSHf!f!T\ outlook· and inv8$lm~nt opportun:i~ies 

Significant decline irf our operating cash flows -as a result of decreased -advertiser spending and detetioration in the 
credil quality and liquidity of our customers, Ymich oould adVetsely affect our accounts.receivable. Investing cast, 
flows could decrease O\Je.to s!owlng spend on data oentet" and f•ci1fties construction projects ciue to a slowing or 
slopping of construction or significant restrictions P.laced on construction. 

Th.e prolon·ged and broad~a.sed shift to a -remote working envlrooment continues lo Cl'eate inherent J)f'oductt11hy, 
QOflnectivify, and ovefsighl challenges and cou1d affect our ability to enhance, develop and $Upf)O(t existin1; 
p,OCIUci& and servlces, detect and prevent spam and problematic ..content. hold ptoduct &ales and marketing 
events. and generate. new &ales !ti-ads. among others. In adchtion, the changed environme-nu,nder which we are: 
ope{Sting COi.lid have M effect on our internal controls over fif141ncial reporting as weM as our abihty to meel a 
number of our compliance requiremet1ts i'I a timely ot quality manner. AdditionaJ andfor extended, govemmental 
k>ckdowns., restric.tiOns or new regulations could !.ignificahtly Impact the ability of our employees and vendors lo 
'wortr. p,oduc:tively. Govemmef1tal restrictions have been g_!oba'lly lnc<;m.sistent and it remaJns Uncie.Bf when a retum 
to worksite locations or travel will be permitted or what restriction.., win be in pJace jn those environments. As we. 
prepare to return our workforce fn more locations back to the offioe in 2021, we may. el'.(:pefience increased costs 
a$ We p.repare our facllffies for a safe return to •HOik environment and exp~riment wit!\ hybrid wo<k modeJs, in 
addition l9 potential effects on our ability to compete effectiveiy and malntain our corporate culture. 

,Out OP.eratlng r-esu/rs may nuctuat~. w~lch make:s our re$U/ts dlfflculito prftlfct-and could cause our ~suits 
to fall $/lort of expe<;tat#ons. 

Our operating' resutts may "uctuate as~ reslilt of a ni.Jmber of factors. man:,, outside of our control, 

As a r&sult, comparing our ope-1ating r~sults (lncludlng our•expenMs as a percentage o1 our revenues) on a p~riod-to
period basis may notbe meaningful, and you should not rely on our ~as-t resutts as an f,-.dicatlon cf «1r futµre performaoce, 
Our operating results fn futur~ quarters may fall b~low expectations:. Ally of thoese events could cause our stock p(tee to 
fall~ Each of the risk faci0f$ rmed under th.is ttem 1A in addiOOfl to the folle>'Mng factors lllilY affect our ·operating results: 

Our ablltty to attract user and/or customer acSoptlon of, and generate sigolficant revenues from, new produpts, 
seivices, and.tectvlologies in which 'Ne have invested considerable .tine.and resources.. 
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• Our ability to monetize traffic on Google Search & other properties, YouTube and our Google Network Members'
properties across various devices.

• The amount and timing of operating costs and expenses and capital expenditures related to the maintenance and
expansion of our businesses, operations, and infrastructure.

• Our focus on long-term goals over short-term results.

• The results of our acquisitions, divestitures, and our investments in risky projects, including new businesses,
products, services, and technologies.

• Our ability to keep our products and services operational at a reasonable cost and without service interruptions.

• The seasonal fluctuations in internet usage, advertising spending, and underlying business trends such as
traditional retail seasonality. Our rapid growth has tended to mask the cyclicality and seasonality of our business.
As our growth rate has slowed, the cyclicality and seasonality in our business has become more pronounced and
caused our operating results to fluctuate.

• Geopolitical events, including trade disputes.

• Changes in global business or macroeconomic conditions.

Acquisitions, joint ventures, investments, and divestitures could result in operating difficulties, dilution, and
other consequences that may harm our business, financial condition, and operating results.

Acquisitions, joint ventures, investments and divestitures are important elements of our overall corporate strategy and
use of capital, and these transactions could be material to our financial condition and operating results. We expect to
continue to evaluate and enter into discussions regarding a wide array of such potential strategic transactions, which could
create unforeseen operating difficulties and expenditures. Some of the areas where we face risks include:

• Diversion of management time and focus from operating our business to challenges related to acquisitions and
other strategic transactions.

• Failure to successfully integrate and further develop the acquired business or technology.

• Implementation or remediation of controls, procedures, and policies at the acquired company.

• Integration of the acquired company’s accounting, human resource, and other administrative systems, and
coordination of product, engineering, and sales and marketing functions.

• Transition of operations, users, and customers onto our existing platforms.

• Failure to obtain required approvals on a timely basis, if at all, from governmental authorities, or conditions placed
upon approval that could, among other things, delay or prevent us from completing a transaction, or otherwise
restrict our ability to realize the expected financial or strategic goals of a transaction.

• In the case of foreign acquisitions, the need to integrate operations across different cultures and languages and to
address the particular economic, currency, political, and regulatory risks associated with specific countries.

• Cultural challenges associated with integrating employees from the acquired company into our organization, and
retention of employees from the businesses we acquire.

• Liability for activities of the acquired company before the acquisition, including patent and trademark infringement
claims, data privacy and security issues, violations of laws, commercial disputes, tax liabilities, and other known
and unknown liabilities.

• Litigation or other claims in connection with the acquired company, including claims from terminated employees,
customers, former stockholders, or other third parties.

Our failure to address these risks or other problems encountered in connection with our past or future acquisitions
and other strategic transactions could cause us to fail to realize their anticipated benefits, incur unanticipated liabilities, and
harm our business generally.

Our acquisitions and other strategic transactions could also result in dilutive issuances of our equity securities, the
incurrence of debt, contingent liabilities, or amortization expenses, or impairment of goodwill and/or purchased long-lived
assets, and restructuring charges, any of which could harm our financial condition or operating results.
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.AJso.. the anticipated benefits o, value of our acqulshions and other sfrategic transactions may not materialize. ln 
connection with our t;fiveslltures, we have agreed, and may in the future a_gre,e1 ,o provide indernnification for certain 
potential liabili.6es, which may harm our financial ooodition or ~ting results. 

ff we were ro lo,e the servfces of key personnel, we may nor be able to execute our btJ.Slnes-s strategy. 

Our futl.ln! success depetids. in large part upon ttle 900Unued $ervlce o, key rnembel"5 of our- senior managemem 
team. For instance, Sundar Pichol is critical to the overall management of Alpha.bet and its subsidiaries and plays an 
Important rote l:n the developme~ of 0Uf'•tect'lnol09)'1 maintafnir1g our culture and ~11iog our strategic d:irecii"on ,AU of oUr 
executive officers and key employees are at-will employees. and we do not maintain any key .. person life insurance 
po!idecs. The toss of key personnet oould seriously harm our bu!iness. 

We t't!l'y on highly s,ldllttl ~1son1HJI and, It we am unable ro re1aln ot motivate key personn~I, hin quallfl~ 
personnel, o(·m.afntain ow corporate culture, we may not be able to grow effectively. 

Ou, porfolT!lance largely depends on tru, ta!enls ,ind efforts of highly skilled lndivf<iuals. Out' ability 10 compel• 
effectively and our future success dej)ends on our continuing to Identify, hire, develop, motivate, and retain highly skilled 
personnel for all are~s of our Ofgafllza'flon, Competition In our Industry for quaflfied employees 1$ intense, and certajn of OUf 
competitors have directly targeted our empioyees. In ad<Sition

1 
our compensation arrangements. such as our equity a\'lard 

programs, may not always be successful 1n anracting new employeH and (etalning ancf motivating our e>c1s~tng employees,. 
Res1rictive immigration policy and regulatory changes may also impacl our ability to hire, mobilize or retain some of our 
glo~ la!e<it. . 

n addition, v.•e ~le114!1 that our corpotate- culture foster'$ ln(lo\talion1 creativity. and i.amwork. As our otg-anizaUon 
gro•Ns and ev,otves, we may need to imp!en,eni more complex organizatiorla! management structures or itdapt QUr 
corporate culture- and lilOrk enVlronm&nts to ever-ch~lng clrc'urrimnces, .soch 3$ during times or.a naturaJ disaster or 
pandemic (including COVI0-19), snd these cflanges ooukf impact our abifity to compete effectively or have an a<f\rerse 
impact on our corporate culture. 

We ace exposed ro fluctuations In the ma:rkef values of our lnvesr,nems an~ In some lnsrances, our llnanclal 
sratemf!n4 incorporate valuation methodologies rhar are subjec1Jve ·in natur;e resulting in f1uctrrcUions over tlme. 

The market value of our l'l\l@Strnents ca.n bE- negatiwty aff~e:d by UquicflflJ, ctedit deti!-rloram or h>s.!.&S, 
pefformanoe and f111ancial re,$ulls of'the w,derfying entffies, f0feign exchange rates. dlanges in interest rat:e:s, including 
changes that may re.suit from tM imple:l'n!entation of new benchmark raJ@s, th& effect of new or changing regUl.at;ons, ihe 
~ock market in general, or other factors. The effect of COVID--19 on O\lf lmpairment a5-SeHment for non-martetable 
invMtme:nt:s f'eqUir~s signt1icant Judgment due to the uncertainty around the duratioo and severity Of the impact. 

e measure certain of our non-marketable equity-alld debt inves..tme.nts, certain ·other ins.truments including stock• 
based compen$3tion awarl;is settk!<:! in the stock of oerlain Other Bets, and certain assets and liab1Uties aoquWed in a 
bUSiness.combination, at fair v.a!Ue on a nonrecurring b.l'Sis. l he determination of fair value invoJves use of appropriate 
valuation methods arid certaln · IJf'IObservabie inp,u1s. require management judgment and estimation. and may change ove, 
lime. 

e adjU$l the carrying V81ue of our n,on,,ma,ketabte equi'ly irrte$tments to fair- value lor obseivable lran-SfJCtions of 
lderulcal or sitnllar lnve-.strnenl$ of the !.ame lsst1er or for Impairments. All ga_iM and los-se.s on non~arlcetablt equtty 
securities, reatized and unr~tized .. are recognized in other inCOl1le (expense), whictl incl'e.<l$e$ the votatility of our other 
Income (i!iXpen..s6) The un,~a!IZM gains and !OS$M we record on olW non♦marketabte equity ~\:,llrltle~ In any partlcutar 
period may differ s:ignfficaotly from the realized gains or losses we ultimately experience on such- inve$trnents.. 

As a n~sult of fhese fa,ctors1 the value or llqutdlty of our cash equlvaleflts, as well as our ryiarket.abJe and non• 
mafketabte secl6ities cookl decline and result In a material lmpainnent. which could adversely affect our financial condition 
and operating results. 

Wt' could b4! subject ro change.s Jt;t tax rates, th~ adoption of new U._S. or imet'natlonal tax ~fstaliOn, or 
exposure to additional rax llabllitles. 

OUr fut we Income- \a,res could be negativety affecied b'f eamlflgs befng kr.ver 'than anticipated m junsdiclions tha1 
have IO't1er statutory1ax rates and higher than anticipated in jurisdictions tha{ have higher statutory tax. rates, the net gains 
and losses (ec0gn.ize.d by 1ega1 entnfes on certaln hedg~ and re!ated _fledged inle<company and other transactions under 
our fon!lgn exchange r¼k management program, changes in the vah.1ation of our deferred ta)( 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Please read the following discussion and analysis of our financial condition and results of operations together with our
consolidated financial statements and related notes included under Part II, Item 8 of this Annual Report on Form 10-K.

We have omitted discussion of 2018 results where it would be redundant to the discussion previously included in Part
II, Item 7 of our 2019 Annual Report on Form 10-K.

Trends in Our Business

The following long-term trends have contributed to the results of our consolidated operations, and we anticipate that
they will continue to affect our future results:

• Users' behaviors and advertising continue to shift online as the digital economy evolves.

The continuing shift from an offline to online world has contributed to the growth of our business since inception,
contributing to revenue growth, and we expect that this online shift will continue to benefit our business.

• Users are increasingly using diverse devices and modalities to access our products and services, and our
advertising revenues are increasingly coming from new formats.

Our users are accessing the Internet via diverse devices and modalities, such as smartphones, wearables and smart
home devices, and want to feel connected no matter where they are or what they are doing. We seek to expand our
products and services to stay in front of these trends in order to maintain and grow our business.

We generate our advertising revenues increasingly from different channels, including mobile, and newer advertising
formats, and the margins from the advertising revenues from these channels and newer products have generally been
lower than those from traditional desktop search. Additionally, as the market for a particular device type or modality
matures, our revenues may be affected. For example, growth in the global smartphone market has slowed due to various
factors, including increased market saturation in developed countries, which can affect our mobile advertising revenue
growth rates.

We expect TAC paid to our distribution partners and Google Network Members to increase as our revenues grow and
to be affected by changes in device mix; geographic mix; partner mix; partner agreement terms; the percentage of queries
channeled through paid access points; product mix; the relative revenue growth rates of advertising revenues from
different channels; and revenue share terms.

We expect these trends to continue to affect our revenue growth rates and put pressure on our overall margins.

• As online advertising evolves, we continue to expand our product offerings which may affect our
monetization.

As interactions between users and advertisers change and as online user behavior evolves, we continue to expand
and evolve our product offerings to serve their changing needs. Over time, we expect our monetization trends to fluctuate.
For example, we have seen an increase in YouTube ads and Google Play ads, which monetize at a lower rate than our
traditional search ads.

• As users in developing economies increasingly come online, our revenues from international markets
continue to increase and movements in foreign exchange rates affect such revenues.

The shift to online, as well as the advent of the multi-device world, has brought opportunities outside of the U.S.,
including in emerging markets, such as India, where we continue to invest heavily and develop localized versions of our
products and relevant advertising programs useful to our users in these markets. This has led to a trend of increased
revenues from international markets over time, as regions with emerging markets, such as APAC, have demonstrated
higher revenue growth rates. We expect that our results will continue to be affected by our performance in these markets,
particularly as low-cost mobile devices become more available. This trend could impact our margins as developing
markets initially monetize at a lower rate than more mature markets.

Our international revenues represent a significant portion of our revenues and are subject to fluctuations in foreign
currency exchange rates relative to the U.S. dollar. While we have a foreign exchange risk management program designed
to reduce our exposure to these fluctuations, this program does not fully offset their effect on our revenues and earnings.
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• The portion of our revenues that we derive from non-advertising revenues is increasing and may affect
margins.

Non-advertising revenues have grown over time. We expect this trend to continue as we focus on expanding our
offerings to our users through products and services like Google Cloud, Google Play, hardware products, and YouTube
subscriptions. Across these initiatives, we currently derive non-advertising revenues primarily from sales of apps, in-app
purchases, digital content products, and hardware; and licensing and service fees, including fees received for Google
Cloud services and subscription and other services. The margins on these revenues vary significantly and may be lower
than the margins on our advertising revenues. A number of our Other Bets initiatives are in their initial development stages,
and as such, the sources of revenues from these businesses could change over time and the revenues could be volatile.

• As we continue to serve our users and expand our businesses, we will invest heavily in operating and
capital expenditures.

We continue to make significant R&D investments in areas of strategic focus such as advertising, cloud, machine
learning, and search, as well as in new products and services. In addition, we expect to continue to invest in land and
buildings for data centers and offices, and information technology assets, which includes servers and network equipment,
to support the long-term growth of our business.

In addition, acquisitions and strategic investments are an important part of our strategy and use of capital,
contributing to the breadth and depth of our offerings, expanding our expertise in engineering and other functional areas,
and building strong partnerships around strategic initiatives. For example, in 2020 we announced our Google for India
Digitization Fund to invest approximately $10 billion into India over the next 5-7 years through a mix of equity investments,
partnerships, and operational, infrastructure and ecosystem investments.

• We face continuing changes in regulatory conditions, laws and public policies, which could impact our
business practices and financial results.

Changes in social, political, economic, tax, and regulatory conditions or in laws and policies governing a wide range
of topics and related legal matters have resulted in fines and caused us to change our business practices. As these global
trends continue, for example the recent antitrust complaints filed by the U.S. Department of Justice and a number of state
Attorneys General as well as the News Media Bargaining Code drafted by the Australian Competition and Consumer
Commission, our cost of doing business may increase and our ability to pursue certain business models or offer certain
products or services may be limited.

• Our employees are critical to our success and we expect to continue investing in them.

Our employees are among our best assets and are critical for our continued success. We expect to continue hiring
talented employees around the globe and to provide competitive compensation programs to our employees.

The Impact of COVID-19 on our Results and Operations

In late 2019, an outbreak of COVID-19 emerged and by March 11, 2020 was declared a global pandemic by the
World Health Organization. Across the United States and the world, governments and municipalities instituted measures in
an effort to control the spread of COVID-19, including quarantines, shelter-in-place orders, school closings, travel
restrictions and the closure of non-essential businesses. The macroeconomic impacts of COVID-19 are significant and
continue to evolve, as exhibited by, among other things, a rise in unemployment, changes in consumer behavior, and
market volatility.

We began to observe the impact of COVID-19 and the related reductions in global economic activity on our financial
results in March 2020 when, despite an increase in users' search activity, our advertising revenues declined compared to
the prior year due to a shift of user search activity to less commercial topics and reduced spending by our advertisers.
During the course of the quarter ended June 30, 2020, we observed a gradual return in user search activity to more
commercial topics, followed by increased spending by our advertisers that continued throughout the second half of 2020.

We continue to assess the realized and potential credit deterioration of our customers due to changes in the
macroeconomic environment, which has been reflected in our allowance for credit losses for accounts receivable.
Additionally, over the course of the year we experienced variability in our margins as many of our expenses are less
variable in nature and/or may not correlate to changes in revenues, including costs associated with our data centers and
facilities as well as employee compensation. Also, market volatility has contributed to fluctuations in the valuation of our
equity investments.
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cllanges I" device mix. 
changes in.foreign currency exc:hang-e rates.; 
fe-e.s a~ertlsers are willing to pay t;,as&d oo how ~Y manage their advertising costs~ 
general economic oonditions. incilJWllg the impact of COVIO~ 19: 
seasonality; and 
traffic g.l'O\NVI in emerging mark.ets oornp8Ied to more mature mackets aod acros5 various advertising \'er1icals and 
channels. 

Our advertising re\lenue growth rate has been affected over time as a result of a number of factors, including 
challenges In maintii\inll)g our grOW1h rate .as revenues Increase to higher tevels; <:hange5 In our product mlr, changes in 
actve.rtisJn.g·quality or formats and ·delivery_: the evolution oi the online advertising market, inGreasJng competition; our 
investments in new busi,ie5$ .strateg'.i&s; query .growth rates.; and sh~ tn \he geographk: mi" or out revenues. We also 
expect that .our reveooe gro-.-.ith rate will continue 10 be affected by evolving user preferences. the acc::eptance bY users of 
our pr'Oduc;ts and ser..ices i.$ they are deUvered on diverse devices and modafrtles1 our ability to Cfeale a seamtess 
experience for 00th users and ad'Vertisers. and move.ments iD foreign currency exdlange rates. 

Google adVertismg revenues cons1St primarily of the fo41ow,ng: 
Google Search & other consi$ts o1 revenues genera~ed on Goog!f' s.eatch pcope~s (ln¢fudlf!g re:venues from 
traffic oenerated by se-¥Ch distribution partners who use GOOgle,com as th~ir default search in browsers, toolhars, 
eto.).and other Google owned Md operated propei11es tike Grnail, Google Maps, and Geog~ Play; 
YouTllbe ads COl\$is1s of revenues generated on YquTube properti~: and 
Google Network Metn.be/$' properties consist oJ ,evenue.s gene'3"ted on GoogM!I Nel\\'Or1< Membets' ptope,ttes 
participating in AdMob. AdSense. and Google Ad Manager 

Google Search & !>/her 

Google Seatcll & other revenues lncreasod $5,947 million from 2019 to 2020. The ovetall g,ow1h was p<lmanly drtven 
by Ulterrelated factors inctudiflg increases: in search queries resuffing from ongoing growth in user adoption .and usage, 
primal"ily on mob~e devloes, grtwli:h rn advertiser spel\dtng pdn,arily ln lhe. seoond half of lhe year, and lfriprovements Wft 

have made in ad formats and delivery, This increase was partially offset .by a declille in advertisec spending primarily in the 
r<>.t haff cl tho year drlwn by the impact of COVl□-1g. 

You Tube ads 

YouTube ads 1eveoue,s increased $4.623 million from 2019 to 2020. Grov,ih lo\'as primarily driven by 001 direct 
response adv~lsing ptoduc;ts, which bMeftted tram improvements to ad formats and delivef'y aod 1ncreased ad'vartiM-r 
spending. Brand actverti1,ing. products also contri:>uted to growth despite revenues being adversely impacted by a decline 
In advertiser spending primaJily in lhe first half of the yo:,, drivan by the lmpaa of COVI0-19. 

Google Networl< Members' pro~lli•s 

Google'Network Member.>' p<operties reve"utt increased S1.543 million from 201910·2020 The growth was pfimari!y 
driven by strenyth in AdMob Bfld Goog!e Ad Manager. · 

Use of Mor.etizauon Metrics 
Paid elides for our Google Search & other ptopf'rt1~ rep,esent engagemMt by U$en: and tn,;hid~ dicks CM'! 

odverti>ements by' end•Use<s on Google search properties and other owned -and operated p<operties including Gmail 
Google Maps. and Google Play. Historically, we included certain vle>,,.,d YouTube eng.geme,,I ads and the relat;,;J 
revenue,s 1n Olli pa:fd click$ and oost-per~lid<. monetization m~ttlcs. O~r time, advertKing on YouTube has expaOOed to 
multiple ad~~lng formats and the type of viewed engogement ads hiotO<ically included in paid cllcks and oo.t1>er•click 
metrics have lncreasing,ly oovered a smaller portiofl of You Tube advertising revenves A5 a result. we rerno'led ttle$e ad$ 
and the relate-cl revenues from the paJd clicks and cosc;:,itr-cllck metrics foe the current.and hlstorlcal pe-rfoc;is presented. 
·The re\Jl$ed metrics provide a better understandfflg or monetization trelllli on the properties ino!uded within Goog.te SeaJoh 
& other. as they now rnore cki$e?y correlate with the related change$ In revenue$ 

mpresS.)ons for our Google Network Me-rnbei'S' P,~rtle:s include tfl'l+l(e::SSlons displ;tyed to users served on Google 
Neiwo,1< l,lembers' properties participating primarily in AdMob. AdSeose and Google Ad Manoger. 

Cost-per-click. i5 defined as c(ici<,.driven revenues divided by our ·,otaf number of pakf clicks and represents the 
ave~ge amount we ch.arge c1dverti:s«s for each engagement by U!etS. · 
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in July 2023 with no amounts outstanding. The interest rate for the credit facilities is determined based on a formula using
certain market rates.

n August 2020, we issued $10.0 billion of fixed-rate senior unsecured notes in six tranches: $1.0 billion due in 2025,
$1.0 billion due in 2027, $2.25 billion due in 2030, $1.25 billion due in 2040, $2.5 billion due in 2050 and $2.0 billion due in
2060. The 2020 Notes had a weighted average duration of 21.5 years and weighted average coupon rate of 1.57%. Of the
total issuance, $5.75 billion was designated as Sustainability Bonds, the net proceeds of which are used to fund
environmentally and socially responsible projects in the following eight areas: energy efficiency, clean energy, green
buildings, clean transportation, circular economy and design, affordable housing, commitment to racial equity, and support
for small businesses and COVID-19 crisis response. The remaining net proceeds are used for general corporate purposes.
As of December 31, 2020, we have senior unsecured notes outstanding with a total carrying value of $13.8 billion. Refer to
Note 6 of the Notes to Consolidated Financial Statements included in Part II, Item 8 of this Annual Report on Form 10-K for
further information on the debts.

n accordance with the authorizations of the Board of Directors of Alphabet, in 2020 we repurchased and
subsequently retired 21.5 million shares of Alphabet Class C capital stock for an aggregate amount of $31.1 billion. As of
December 31, 2020, $17.6 billion remains authorized and available for repurchase. The repurchases are being executed
from time to time, subject to general business and market conditions and other investment opportunities, through open
market purcha e  or privately negotiated tran action , including through Rule 10b5 1 plan  The repurcha e program doe
not have an e piration date  Refer to Note 11 of the Note  to Con olidated Financial Statement  included in Part II, Item 8
of this Annual Report on Form 10-K.

Capital Expenditures and Leases

e make investments in land and buildings for data centers and offices and information technology assets through
purchases of property and equipment and lease arrangements to provide capacity for the growth of our services and
products.

Our capital investments in property and equipment consist primarily of the following major categories:

• Technical infrastructure, which consists of our investments in servers and network equipment for compute, storage
and networking requirements for ongoing business activities, including machine learning, (collectively referred to
as our information technology assets) and data center land and building construction; and

• Office facilities, ground up development projects and related building improvements.

Due to the integrated nature of Alphabet, our technical infrastructure and office facilities are managed centrally at a
consolidated level. The associated costs, including depreciation and impairment, are allocated to operating segments as a
service cost generally based on usage or headcount. Our technical infrastructure investments are designed to support all
of Alphabet, including primarily ads, Google Cloud, Search, and YouTube.

Construction in progress consists primarily of technical infrastructure and office facilities which have not yet been
placed in service for our intended use. The time frame from date of purchase to placement in service of these assets may
extend to multiple periods. For example, our data center construction projects are generally multi-year projects with
multiple phases, where we acquire qualified land and buildings, construct buildings, and secure and install information
technology assets.

During the years ended December 31, 2019 and 2020, we spent $23.5 billion and $22.3 billion on capital
expenditures and recognized total operating lease assets of $4.4 billion and $2.8 billion, respectively. As of December 31,
2020, the amount of total future lease payments under operating leases, which had a weighted average remaining lease
term of 9 years, was $15.1 billion. As of December 31, 2020, we have entered into leases that have not yet commenced
with future lease payments of $8.0 billion, excluding purchase options, that are not yet recorded on our Consolidated
Balance Sheets. These leases will commence between 2021 and 2026 with non-cancelable lease terms of 1 to 25 years.

Depreciation of our property and equipment commences when the deployment of such assets are completed and are
ready for our intended use. Land is not depreciated. For the years ended December 31, 2019 and 2020, our depreciation
and impairment expenses on property and equipment were $10.9 billion and $12.9 billion, respectively.

For the years ended December 31, 2019 and 2020, our operating lease expenses (including variable lease costs),
were $2.4 billion and $2.9 billion, respectively. Finance leases were not material for the years ended December 31, 2019
and 2020. Please refer to Note 4 of the Notes to Consolidated Financial Statements included in Part II, Item 8 of this
Annual Report on Form 10-K for further information on the leases.
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Revenues

For the sale of third-party goods and services, we evaluate whether we are the principal, and report revenues on a
gross basis, or an agent, and report revenues on a net basis. In this assessment, we consider if we obtain control of the
specified goods or services before they are transferred to the customer, as well as other indicators such as the party
primarily responsible for fulfillment, inventory risk, and discretion in establishing price.

Income Taxes

We are subject to income taxes in the U.S. and foreign jurisdictions. Significant judgment is required in evaluating our
uncertain tax positions and determining our provision for income taxes.

Although we believe we have adequately reserved for our uncertain tax positions, no assurance can be given that the
final tax outcome of these matters will not be different. We adjust these reserves in light of changing facts and
circumstances, such as the closing of a tax audit or the refinement of an estimate. To the extent that the final tax outcome
of these matters is different than the amounts recorded, such differences will affect the provision for income taxes and the
effective tax rate in the period in which such determination is made.

The provision for income taxes includes the effect of reserve provisions and changes to reserves that are considered
appropriate as well as the related net interest and penalties. In addition, we are subject to the continuous examination of
our income tax returns by the Internal Revenue Services ("IRS") and other tax authorities which may assert assessments
against us. We regularly assess the likelihood of adverse outcomes resulting from these examinations and assessments to
determine the adequacy of our provision for income taxes.

Loss Contingencies

We are regularly subject to claims, suits, government investigations, and other proceedings involving competition,
intellectual property, privacy, tax and related compliance, labor and employment, commercial disputes, content generated
by our users, goods and services offered by advertisers or publishers using our platforms, personal injury consumer
protection, and other matters. Certain of these matters include speculative claims for substantial or indeterminate amounts
of damages. We record a liability when we believe that it is probable that a loss has been incurred and the amount can be
reasonably estimated. If we determine that a loss is reasonably possible and the loss or range of loss can be estimated,
we disclose the possible loss in the Notes to the Consolidated Financial Statements.

We evaluate, on a regular basis, developments in our legal matters that could affect the amount of liability that has
been previously accrued, and the matters and related reasonably possible losses disclosed, and make adjustments and
changes to our disclosures as appropriate. Significant judgment is required to determine both the likelihood of there being,
and the estimated amount of, a loss related to such matters. Until the final resolution of such matters, there may be an
exposure to loss in excess of the amount recorded, and such amounts could be material. Should any of our estimates and
assumptions change or prove to have been incorrect, it could have a material effect on our business, consolidated financial
position, results of operations, or cash flows.

Long-lived Assets

Long-lived assets, including property and equipment, long-term prepayments, and intangible assets, excluding
goodwill, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. The evaluation is performed at the lowest level of identifiable cash flows independent of
other assets. An impairment loss would be recognized when estimated undiscounted future cash flows generated from the
assets are less than their carrying amount. Measurement of an impairment loss would be based on the excess of the
carrying amount of the asset group over its fair value.

Fair Value Measurements

We measure certain of our non-marketable equity and debt investments, certain other instruments including stock-
based compensation awards settled in the stock of certain Other Bets, and certain assets and liabilities acquired in a
business combination, at fair value on a nonrecurring basis. The determination of fair value involves the use of appropriate
valuation methods and relevant inputs into valuation models. The fair value hierarchy prioritizes the inputs used to
measure fair value whereby it gives the highest priority to quoted prices (unadjusted) in active markets for identical assets
or liabilities and the lowest priority to unobservable inputs. We maximize the use of relevant observable inputs and
minimize the use of unobservable inputs. Our use of unobservable inputs reflects the assumptions that market participants
would use and may include our own data adjusted based on reasonably available information. We apply judgment in
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In determining the fair values of our non-marketable equity and debt investments, as well as assets acquired
(especially with respect to intangible assets) and liabilities assumed in business combinations, we make significant
estimates and assumptions, some of which include the use of unobservable inputs.

Certain stock-based compensation awards may be settled in the stock of certain of our Other Bets or in cash. These
awards are based on the equity values of the respective Other Bet, which requires use of unobservable inputs.

We also have compensation arrangements with payouts based on realized investment returns, i.e. performance fees.
We recognize compensation expense based on the estimated payouts, which may result in expense recognized before
investment returns are realized, and may require the use of unobservable inputs.

Non-marketable Equity Securities

Our non-marketable equity securities not accounted for under the equity method are carried either at fair value or
under the measurement alternative. Under the measurement alternative, the carrying value is measured at cost, less any
impairment, plus or minus changes resulting from observable price changes in orderly transactions for the identical or a
similar investment of the same issuer. Determining whether an observed transaction is similar to a security within our
portfolio requires judgment based on the rights and obligations of the securities. Recording upward and downward
adjustments to the carrying value of our equity securities as a result of observable price changes requires quantitative
assessments of the fair value of our securities using various valuation methodologies and involves the use of estimates.

Non-marketable equity securities are also subject to periodic impairment reviews. Our quarterly impairment analysis
considers both qualitative and quantitative factors that may have a significant effect on the investment's fair value.
Qualitative factors considered include the companies' financial and liquidity position, access to capital resources and the
time since the last adjustment to fair value, among others. When indicators of impairment exist, we prepare quantitative
assessments of the fair value of our equity investments using both the market and income approaches which require
judgment and the use of estimates, including discount rates, investee revenues and costs, and comparable market data of
private and public companies, among others. When our assessment indicates that an impairment exists, we write down the
investment to its fair value.

Change in Accounting Estimate

In January 2021, we completed an assessment of the useful lives of our servers and network equipment and
determined we should adjust the estimated useful life of our servers from three years to four years and the estimated
useful life of certain network equipment from three years to five years. This change in accounting estimate will be effective
beginning fiscal year 2021. For assets that are in-service as of December 31, 2020, we expect operating results to be
favorably impacted by approximately $2.1 billion for the full fiscal year 2021. The effect of the change may be different due
to our capital investments during the fiscal year 2021.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

e are exposed to financial market risks, including changes in foreign currency exchange rates, interest rates, and
equity investment risks.

Foreign Currency Exchange Risk

e transact business globally in multiple currencies. Our international revenues, as well as costs and expenses
denominated in foreign currencies, expose us to the risk of fluctuations in foreign currency exchange rates against the U.S.
dollar. Principal currencies hedged included the Australian dollar, British pound, Canadian dollar, Euro and Japanese yen.
For the purpose of analyzing foreign currency exchange risk, we considered the historical trends in foreign currency
exchange rates and determined that it was reasonably possible that adverse changes in exchange rates of 10% could be
experienced in the near term.

e use foreign exchange forward contracts to offset the foreign exchange risk on our assets and liabilities
denominated in currencies other than the functional currency of the subsidiary. These forward contracts reduce, but do not
entirely eliminate, the effect of foreign currency exchange rate movements on our assets and liabilities. The foreign
currency gains and losses on the assets and liabilities are recorded in other income (expense), net, which are offset by the
gains and losses on the forward contracts.

f an adverse 10% foreign currency exchange rate change was applied to total monetary assets, liabilities, and
commitments denominated in currencies other than the functional currencies at the balance sheet date, it would have
resulted in an adverse effect on income before income taxes of approximately $8 million and $497 million as of
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and the Board of Directors of Alphabet Inc.

Opinion on Internal Control over Financial Reporting

We have audited Alphabet Inc.’s internal control over financial reporting as of December 31, 2020, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). In our opinion, Alphabet Inc. (the Company) maintained, in
all material respects, effective internal control over financial reporting as of December 31, 2020, based on the COSO
criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the 2020 consolidated financial statements of the Company and our report dated February 2, 2021
expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s
Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the U.S. Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed
risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/ / Ern t & Young LLP

San Jo e, California
February 2, 2021
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Alphabet Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Google was incorporated in California in September 1998 and re-incorporated in the State of Delaware in August
2003. In 2015, we implemented a holding company reorganization, and as a result, Alphabet Inc. ("Alphabet") became the
successor issuer to Google.

We generate revenues by delivering relevant, cost-effective online advertising, cloud-based solutions that provide
customers with platforms, collaboration tools and services, and sales of other products and services, such as apps and in-
app purchases, digital content and subscriptions for digital content, and hardware.

Basis of Consolidation

The consolidated financial statements of Alphabet include the accounts of Alphabet and entities consolidated under
the variable interest and voting models. All intercompany balances and transactions have been eliminated.

Use of Estimates

Preparation of consolidated financial statements in conformity with generally accepted accounting principles in the
United States ("GAAP") requires us to make estimates and assumptions that affect the amounts reported and disclosed in
the financial statements and the accompanying notes. Actual results could differ materially from these estimates. On an
ongoing basis, we evaluate our estimates, including those related to the allowance for credit losses, fair values of financial
instruments (including non-marketable equity securities), intangible assets and goodwill, useful lives of intangible assets
and property and equipment, income taxes, and contingent liabilities, among others. We base our estimates on
assumptions, both historical and forward looking, that are believed to be reasonable, the results of which form the basis for
making judgments about the carrying values of assets and liabilities.

As of December 31, 2020 the impact of COVID-19 continues to unfold and the extent of the impact will depend on a
number of factors, including the duration and severity of the pandemic; the uneven impact to certain industries; advances
in testing, treatment and prevention; and the macroeconomic impact of government measures to contain the spread of the
virus and related government stimulus measures. As a result, certain of our estimates and assumptions, including the
allowance for credit losses for accounts receivable, the credit worthiness of customers entering into revenue
arrangements, the valuation of non-marketable equity securities, including our impairment assessment, and the fair values
of our financial instruments require increased judgment and carry a higher degree of variability and volatility that could
result in material changes to our estimates in future periods.

In January 2021, we completed an assessment of the useful lives of our servers and network equipment and
determined we should adjust the estimated useful life of our servers from three years to four years and the estimated
useful life of certain network equipment from three years to five years. This change in accounting estimate will be effective
beginning fiscal year 2021.

Revenue Recognition

Revenues are recognized when control of the promised goods or services is transferred to our customers and the
collectibility of an amount that we expect in exchange for those goods or services is probable. Sales and other similar
taxes are excluded from revenues.

Advertising Revenues

e generate advertising revenues primarily by delivering advertising on Google Search & other properties, including
Google.com, the Google Search app, Google Play, Gmail and Google Maps; YouTube, and Google Network Members’
properties.

Our customers generally purchase advertising inventory through Google Ads, Google Ad Manager and Google
Marketing Platform, among others.

e offer advertising by delivering both performance and brand advertising. We recognize revenues for performance
advertising when a user engages with the advertisement, such as a click, a view, or a purchase. For brand advertising, we
recognize revenues when the ad is displayed or a user views the ad.
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for ads placed on Google Network Members’ properties on a gross basis, that is, the amounts billed to our customers are
recorded as revenues, and amounts paid to Google Network Members are recorded as cost of revenues. Where we are
the principal, we control the advertising inventory before it is transferred to our customers. Our control is evidenced by our
sole ability to monetize the advertising inventory before it is transferred to our customers, and is further supported by us
being primarily responsible to our customers and having a level of discretion in establishing pricing.

Google Cloud Revenues

Google Cloud revenues consist primarily of fees received for Google Cloud Platform services (which includes
infrastructure and data analytics platform products and other services) and Google Workspace (formerly G Suite)
collaboration tools and other enterprise services. Our cloud services are generally provided on either a consumption or
subscription basis. Revenues related to cloud services provided on a consumption basis are recognized when the
cu tomer utilize  the ervice , ba ed on the quantity of ervice  con umed  Revenue  related to cloud ervice  provided
on a ub cription ba i  are recognized ratably over the contract term a  the cu tomer receive  and con ume  the benefit
of the cloud services.

Other Revenues

Google other revenues and Other Bets revenues consist primarily of revenues from:

• Google Play, which includes revenues from sale of apps and in-app purchases (which we recognize net of payout
to developers) and digital content sold in the Google Play store;

• hardware, including Google Nest home products, Pixelbooks, Pixel phones and other devices;

• YouTube non-advertising services including, YouTube premium and YouTube TV subscriptions and other services;
and

• other products and services.

As it relates to Google other revenues, the most significant judgment is determining whether we are the principal or
agent for app sales and in-app purchases through the Google Play store. We report revenues from these transactions on a
net basis because our performance obligation is to facilitate a transaction between app developers and end users, for
which we earn a commission. Consequently, the portion of the gross amount billed to end users that is remitted to app
developers is not reflected as revenues.

Arrangements with Multiple Performance Obligations

Our contracts with customers may include multiple performance obligations. For such arrangements, we allocate
revenues to each performance obligation based on its relative standalone selling price. We generally determine standalone
selling prices based on the prices charged to customers or using expected cost plus margin.

Customer Incentives and Credits

Certain customers receive cash-based incentives or credits, which are accounted for as variable consideration. We
estimate these amounts based on the expected amount to be provided to customers and reduce revenues. We believe
that there will not be significant changes to our estimates of variable consideration.

Sales Commissions

We expense sales commissions when incurred when the amortization period is one year or less. We recognize an
asset for certain sales commissions if we expect the period of benefit of these costs to exceed one year and amortize it
over the period of expected benefit. These costs are recorded within sales and marketing expenses.

Co t of Revenue

Co t of revenue  con i t  of TAC and other co t  of revenue

TAC repre ent  the amount  paid to our di tribution partner  who make available our earch acce  point  and
ervice  and amount  paid to Google Network Member  primarily for ad  di played on their propertie  Our di tribution

partner  include brow er provider , mobile carrier , original equipment manufacturer , and oftware developer

Other co t of revenue  (which i  the co t of revenue  e cluding TAC) include  the following

• Content acqui ition co t  primarily related to payment  to content provider  from whom we licen e video and other
content for distribution on YouTube advertising and subscription services and Google Play. We pay fees to these
content providers based on revenues generated or a flat fee;
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• Expenses associated with our data centers and other operations (including bandwidth, compensation expense
(including SBC), depreciation, energy, and other equipment costs); and

• Inventory related costs for hardware we sell.

Software Development Costs

We expense software development costs, including costs to develop software products or the software component of
products to be sold, leased, or marketed to external users, before technological feasibility is reached. Technological
feasibility is typically reached shortly before the release of such products and as a result, development costs that meet the
criteria for capitalization were not material for the periods presented.

Software development costs also include costs to develop software to be used solely to meet internal needs and
cloud based applications used to deliver our services. We capitalize development costs related to these software
applications once the preliminary project stage is complete and it is probable that the project will be completed and the
software will be used to perform the function intended. Costs capitalized for developing such software applications were
not material for the periods presented.

Stock-based Compensation

Stock-based compensation primarily consists of Alphabet restricted stock units ("RSUs"). RSUs are equity classified
and measured at the fair market value of the underlying stock at the grant date. We recognize RSU expense using the
straight-line attribution method over the requisite service period and account for forfeitures as they occur.

For RSUs, shares are issued on the vesting dates net of the applicable statutory tax withholding to be paid by us on
behalf of our employees. As a result, fewer shares are issued than the number of RSUs outstanding and the tax
withholding is recorded as a reduction to additional paid-in capital.

Additionally, stock-based compensation also includes other stock-based awards, such as performance stock units
("PSUs") and awards that may be settled in cash or the stock of certain Other Bets. PSUs and certain Other Bet awards
are equity classified and expense is recognized over the requisite service period. Certain Other Bet awards are liability
classified and remeasured at fair value through settlement. The fair value of Other Bet awards is based on the equity
valuation of the respective Other Bet.

Advertising and Promotional Expenses

We expense advertising and promotional costs in the period in which they are incurred. For the years ended
December 31, 2018, 2019 and 2020, advertising and promotional expenses totaled approximately $6.4 billion, $6.8 billion,
and $5.4 billion, respectively.

Performance Fees

Performance fees refer to compensation arrangements with payouts based on realized investment returns. We
recognize compensation expense based on the estimated payouts, which may result in expense recognized before
investment returns are realized. Performance fees, which are primarily related to gains on equity securities, are recorded
as a component of other income (expense), net.

Certain Risks and Concentrations

Our revenues are primarily derived from online advertising, the market for which is highly competitive and rapidly
changing. In addition, our revenues are generated from a multitude of markets in countries around the world. Significant
changes in this industry or changes in customer buying or advertiser spending behavior could adversely affect our
operating results.

No individual customer or groups of affiliated customers represented more than 10% of our revenues in 2018, 2019,
or 2020. In 2018, 2019, and 2020, we generated approximately 46%, 46%, and 47% of our revenues, respectively, from
customers based in the U.S.

We are subject to concentrations of credit risk principally from cash and cash equivalents, marketable securities,
foreign exchange contracts, and accounts receivable. We manage our credit risk exposure through timely assessment of
our counterparty creditworthiness, credit limits and use of collateral management.

Cash equivalents and marketable securities consist primarily of time deposits, money market and other funds, highly
liquid debt instruments of the U.S. government and its agencies, debt instruments issued by foreign governments, debt
instruments issued by municipalities in the U.S., corporate debt securities, mortgage-backed securities, and asset-backed
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We mainta11'1. an allowance for a-edit losses for accounts reoeivat»e. whfch is recorded as an offset to accounts 
receivable and changes Jo such are classified as general •and administrattve expense in the -Consolidated Statements of 
Income. We assess cotleotibillty by revlewing accounts rec::eivabJe on a collective basis where sfn,llar characteristics exist 
an-d on an individual t>asls when we ldenlify specific customers witb lcnO'Nrt disputes 0[ coltectlliility issues. In determining 
the amount of thO allowance tor credll $asses. We. consider histotlc.at colectibiUty based en past due status and rnake. 
judgments -about the creditworthiness of customers based on ongoing credit evaluations. We al.so consider CU$tomer
.specific Information, current ma~et cornli tlons and reaso!'lab&e aod SUpPOr1able forecasts of fut!Jn! economic conditions to 
Inform adjustments to historical loss data. · 

For ·the year ended Oecember 31, 2020, our -asses$men1 oonsidered the, irn,pact ot COVIO~ 19 and e$tm1ates of 
expected credit and col!e-ctibllity trends.. Volatility in market ooodilfO('ls and evolving credit trends are diffiwlt ro predict and 
may caU$t! variability and volatility that may have s material lmpacl on oor m1owance for credit losses Ul future periods. 
The all01113nce for credit fo'Sses on aocourus receivable wa-s $275 m!Uion and $789 mlfflon as of O&cember 31, 2019 and 
2020, reopeciively 

Inventory 

lnv1tn1ory consis-b primarily or finisMd goods and ts· Wted at the lo\\•e.r of COst and net realizable value. Cos~ ts 
cornputed using lhe first~in, first,out· method. 

Non•Markelable Investments 

e a-oooun.1 for llOn-marketable e,qulty lnvestr'M.rlts through which we exe1cis& significant "In.flu.MU bul do not hava 
control o._rer the investee under the equity' niettiod.. Our non---marketabf-e equity securities not acoounted for under ff}e equity 
me.thod ant primarily accoumecf ror Wlder the me.asureinent a1t{lfnatfve. U~ the measurement alte:matlve. th,e canylng 
v.slue or our non .. mar11:efflble equity investments is adjU$1ed to fair vakle for ob$e-rvable t,ansactiorl$ -for kfentlcal or similar 
lnves.tme-nl$ of ~ same issuer or lfnpairnwnt. Adjustments ate determ1ned pcimarity based on a market approach as- of 
the troos.aciion date am1'are recorded .as -a component of o1her income (expense), net. 

Non-mart<.e-tab!e debt investments a(e classif.ed as avalta.bte-'for•s¢e seouti!i-es,, 

Non.marketable lnvestmenl$ th.at-do not have state-d contractual maturity date-s are claWfled as noo-current aS'Sets: 
on U)e Con$Olldoled Balance Sheets. 

lmpaim,ent ot Investments 

We ~riodleally review our debt and non-marketab_le equ)ty iovestments for impairment. 

for debt securities in an unrealized loss position, we <fetennine whether a credit loss exists. The cre<frt loss is 
estlmai~ by consl~rig available information relevant to the ool!ectlblllty er the security and Jntoonation about past 
eveots, current (l()f'lditions, and reasonable and supportable forecasts, Any credit loss is reOOfded as a charge to other 
Income (e)(pe:nse), n_et, riot to exceed the amoun1 o f thl! unrealizt!d loss. UJ'lfeaJited losses other -than th@ credit loss are 
recognized in accumu1ated other comprehensive ffloome ("AOCI"). If we have ao intent to sell, or nit is more. liket-, than not 
that we 'Will be·reqt.llied to sell a debt security In an unrealtied toss position befOfe recovery of Its amortized cos.t basis, ~ 
will write down the security to lts fair value and record the correspondwlg charge as a compooent of othef inoome 
(~pens,), net. · 

for no~marketa~ equny $&CU0tie:S we consrder vmelher impa11'm&nt lndi'catol'S exist by evakJaling th& comp.ant-es· 
financial and liquidity position, a,cceSs to capital resot.1rce5 and the time sirlce the tiist adju5lmen1 to ta;, value. among 
othets. If the: assessment lndlcate:s: that the lnv$slme:nl Is Impaired, we YHitl! down the fnvestrnent to Its ta1r value by 
reoofdln,g the -co11espondlng charge as a co~nen-1 of other income ( expeose ). net. Fair val\Je is estimated using the besc 
Information available, which m,w Include cash fto-N J)C'Ojodtbns or oth6 a'Jailable matket data. 

Variable Interest Entities 

We determine at the inoepf10n of each arran·geme,nt whether an entit:f in wbion we have made an 1nve$tmen\ or in 
1,,llich v-'• have-0111er va~ab!e lnt,,r,m Is 0011sidefod a va,iable Int.,••• •lllitY ('VIE"), We consolidate VIEs when we at• 
the primary beneficiary. We are the primary benefJciary of~ VIE when we have the power to direct activities that rno5t 
slgnifieanl!y affect w economle performance of lhe VIE and h.av• the obligation to aMO<b tho majority of lh•lr losses o< 
benefits, If we are not the primary berieficiary in a VlE, we account -for the tnvestrneot or ,other variable interests in & VIE. in 
accordance wtth appllc.able GAAP. 



p, f!Jdi,:a ~. sse~ vme1 · . -any ai n-ges iR o.ur imeres.1 or rel :0 $ )i · : · the en i 
Alb 1M'il!nfil VIE a.rwJ.; · :!ilO. wh.e . r-@' i!i [Pflmary b .. ciary. 
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Property and Equipment

Property and equipment includes the following categories: land and buildings, information technology assets,
construction in progress, leasehold improvements, and furniture and fixtures. Land and buildings include land, offices, data
centers and related building improvements. Information technology assets include servers and network equipment. We
account for property and equipment at cost less accumulated depreciation. We compute depreciation using the straight-
line method over the e timated u eful live  of the a et , which we regularly evaluate  We depreciate building  over
period  of even to 25 year  We depreciate information technology a et  generally over period  of three to five year
(specifically, three years for servers and three to five years for network equipment).

We depreciate leasehold improvements over the shorter of the remaining lease term or the estimated useful lives of
the assets. Construction in progress is the construction or development of property and equipment that have not yet been
placed in service for our intended use. Depreciation for equipment, buildings, and leasehold improvements commences
once they are ready for our intended use. Land is not depreciated.

Leases

We determine if an arrangement is a lease at inception. Our lease agreements generally contain lease and non-lease
components. Payments under our lease arrangements are primarily fixed. Non-lease components primarily include
payments for maintenance and utilities. We combine fixed payments for non-lease components with lease payments and
account for them together as a single lease component which increases the amount of our lease assets and liabilities.

Certain lease agreements contain variable payments, which are expensed as incurred and not included in the lease
assets and liabilities. These amounts include payments affected by the Consumer Price Index, payments contingent on
wind or solar production for power purchase arrangements, and payments for maintenance and utilities.

Lease assets and liabilities are recognized at the present value of the future lease payments at the lease
commencement date. The interest rate used to determine the present value of the future lease payments is our
incremental borrowing rate, because the interest rate implicit in our leases is not readily determinable. Our incremental
borrowing rate is estimated to approximate the interest rate on a collateralized basis with similar terms and payments, and
in economic environments where the leased asset is located. Our lease terms include periods under options to extend or
terminate the lease when it is reasonably certain that we will exercise that option. We generally use the base, non-
cancelable, lease term when determining the lease assets and liabilities. Lease assets also include any prepaid lease
payments and lease incentives.

Operating lease assets and liabilities are included on our Consolidated Balance Sheet beginning January 1, 2019.
The current portion of our operating lease liabilities is included in accrued expenses and other current liabilities and the
long term portion is included in operating lease liabilities. Finance lease assets are included in property and equipment,
net. Finance lease liabilities are included in accrued expenses and other current liabilities or long-term debt.

Operating lease expense (excluding variable lease costs) is recognized on a straight-line basis over the lease term.

Long-Lived Assets, Goodwill and Other Acquired Intangible Assets

We review property and equipment, long-term prepayments and intangible assets, excluding goodwill, for impairment
when events or changes in circumstances indicate the carrying amount may not be recoverable. We measure
recoverability of these assets by comparing the carrying amounts to the future undiscounted cash flows that the assets or
the asset group are expected to generate. If the carrying value of the assets or asset group are not recoverable, the
impairment recognized is measured as the amount by which the carrying value exceeds its fair value. Impairments were
not material for the periods presented.

We allocate goodwill to reporting units based on the expected benefit from the business combination. We evaluate
our reporting units periodically, as well as when changes in our operating segments occur. For changes in reporting units,
we reassign goodwill using a relative fair value allocation approach. We test our goodwill for impairment at least annually,
or more frequently if events or changes in circumstances indicate that the asset may be impaired. Goodwill impairments
were not material for the periods presented.

Intangible assets with definite lives are amortized over their estimated useful lives. We amortize intangible assets on
a straight-line basis with definite lives generally over periods ranging from one to twelve years.
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collalera} pl!tdged retated to deriva.tlve {n$1Juments under out co_(taJe,aJ security arrangements ~re lnci!ucfed In other cu11ent 
assels. 

Cash Row Hedges 

We desigr,ale foreign currency forv.•cud and optioo conlraets \including collars) a.s cash ffow hedges to hedge ce·rtaln 
forecasted reveri\Je transactions denominated in currencies other than the U.S. dollar. These contracts have maturities·of 
24 mc;,nlhs or less 

cash flow hedge amounts included in the ilS$f$$0'len1 of hedge-effectiveness are deferred in AOCI and subsequentfy 
r~1:if~d 10 revenua w~ the hed.9!d itffll ls r~niz~ an eamlngs. Wtt ex.~lude Jhe cha~ In forward poin~ .and time 
valve from our a~ssment of hedge effediveness. The initial value of tie excluded. component i$ amortized on a straight~ 
llne ba$iS ove( lhe life of the tledging instrument and ,~ized In revenues. The diffee-noe bef\Neen tair-vak.le changes of 
the exd.uded component and the amount amortized to revenues ls recorded ih AOCL If the hedged 1ransaci.ions become 
proba~-ol not occurrJng, ~ corrttspondfflg amounts In AOCl·are <~cf~s.sified to other income (expe.ns~). Mt ln the period 
of de•designalioo. 

As of December 31, 2020, ,~ het accumulajed loss on oUir foreign ctlrfeflcy cash lto-N hedges before ta;x effect was 
$124 milliORi which is expected to be· reclassified from AOCl·into earnings within the next 12 months~ 

Fair Value Hedges 

e des,gnat, for~ currency for.vartj contracts as fair vaiue hed~e-s to hedge fO(elgn currency nsks for our 
investments de{'Qminated in currencies other than the U.S. do!l-ar. Fair value hedge amounts included in the assessment of 
hedge e.ffoctivtness are reoogn~ed fn other income (expense), net, along With tile offsetting gains and losses of l,he 
re!ate.d hedged items. We exdude changes ·in fOf'ollard points from the assessment of hedge effectiveness and recognize 
cha.nge.s-ln the! eSCcludlMf oomponent In other income-(eq:lense), net. 

N~-t .lnvutmenr HMges 

We designate foretgn currency forward contracts as net investmeot hedges to hedge the foreign currency risks 
relate·d .to our lnvestm'ent In foreign subsidlariH. Net ihvestmen1 hedge amounts lnclu~ In the ~s.sessmenl of hedge. 
effectiveness are recognized in AOC, aloflQ with the foreign curtency transfafion adjustmenL We excfude changes in 
forNard pofnl$ from the assessmef'll of hedg:e etre-ctlveness and recognize changes Ir, the e,c¢luded component In othet 
Income (expens,,), net. · 

Other Oerivarives 

Other de.riv;tlves not desig•nated as h~dging instruments consist pnmarily of fofeig.n ourrency fOJWard contracts that 
we use to hedge iotercompany trarisactions and other monetary assets Of liabilities d~l'.K)ltdnated in currencies olher than 
1be f\lnctiona.l currency of a subsidiwy, Gains and losses on these oootracts, as 'Ne.II as the re:laled cos.ts, are reoognfZed in 
other ii,come ·(e,;pense), ne~ abng with the foce-ign cooency gains and losses on monetary assets and llabilities. 

~ ~lso use denvatrves not designated as hedglllg instruments to manage risks relating to 1nterest rates, equity and 
commodity prices. credit expo$1.:tres.and to enhance lnveS'trrutnl retu,ns. 

The gross nofion~I amounts of~ outs.tar\cling derivative instruments were -as foJlows (in millions-): 

Oerlvatlves DHlg·natod a.s Hedging ln$tn:m,enl$: 
Fote-lgn exchange contracts 

cash flow hedges 
Fair value hedge$ 
Net Investment hedges 

Derivatives Not Designated as Hedging Instruments: 
Foreign exchange contracts 
Other contracts 

A• of 04!-Ce~ 31, As of Oe-centbff 3 t. 
2019 2020 

$ 13.207 $ 10.187 
$ 455 $ 1.569 
$ 9.318 $ 9;9"65 

$ 43,497 $ 39.861 
$ 117 $ 2.399 
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Table 9# Conten:19 

WhiJe. eac:h EC decision ts under appeal, we included the fines in aCa'ued expenses and other current liabilities on 
our Co,isol,dated BaJanoe-Sheets as We provided bank guar~l'ltees (in Ueu of a Ci'sh payment} for the fines. 

From ti~- to time we are slJbie,ct to formal and 1nrormal lnqulri&s and Investigations on competition matters by 
regulototy authorilieo in the Untted s1otes. Europe, 8"d other juris<fictloll$, For example, in Aogusl 20t9, we beg.,, 
receiving cM• invffllgalive demands from the U.S. Oepattmtnt of Justice ("OOJ"} requesting lnfocmaoon and documents 
relating to our prk;>r antitrust investipalk>ns and certain aspects of wt business. Th& OOJ and a number of stat~ Attome:ylS 
General fi\ed a lawsuit on October 20, 2020 aJleg:ing U,at Google violated U.S. :i!ntitruSl taws relating' to Search and Search 
advertising. Separately, on December 16, 2020, a rMJtTibe:f of !tate Attorrieys General file-d an a-ntjtrust oomplalnt against 
Google In the United States Distrlct Court for the Eastem Dlslrict ol Texas, alleging that Google violated U.S. antitrust laws 
as well as stale deceptive trade laws, relating to its a-dvertfsfng technology. We believe 'these coniplainl$ ~re wtttiout meri1 
and 'wi11 defend ourselves vigor.ousty. The OOJ and st.ate Attotneys General continue their investigations Into certain 
aspects of our business_ We continue to cooperate with federal and state- regolators ln the United States, and other 
regulators around the wOfld. 

Patlntand lntelltctual Property Claims 

e have had patent. copyright, trade seaet. and trademark infrir,gement tawsufts filed agai'lst 11s claiming that 
certain of our products, ser\lices, and technologies infringe others' l'ltel~I property rights. Adverse results in these 
lawsuilS may include. awards of substantial ·monetary damages, costly royalty or licensing, agreements, or orders. 
prev~nting us from offering cef1ain features, tu:nct1onalitle$. products, or services A$ a resutt. we may have to-ehapge our 
business practice-s. and develop non-infringing products or technologies, which could resutt in a Soss of revenues for us 
and othervnse harm our t.?usir,ess In addition, the U.S. lntema.ltonal T~e Cpmmission ("ITC'} has lncreaslnglV beoo,ne 
an important foturn to litigate lnte11ectual property disputes because an ultimate loss i'I an ITC ·acoon can ·result in a 
prohibi1io!, or, lmpor1lng lntrlnglng producls Into the U.S. Because the U,S, Is an lmpo<ta,,t market, a p,ohlbltion on 
imponation could have an adverse effect on us. including preventing us from .importing many important products into the 
U,s. or necesshati.ng 'NOfkarounds that may ilmit certatn features of our pr~ucts. 

Furtheffnore, many of our agreements with our customers and partners require us to lncf-&mnlfy them against oenaln 
intellectual property infringement claims., wh,ich would increase our costs as a res.ult of defending such daims, .and may 
require that we pay si.gn1flcant damage,.$ if tb~re were an adve.rse ruling Jn any such claims. In addition, oot customers. aM 
partners may discontinue the use of·our p<oducts, fflVi-oes, and technok>gies,.as a resutt of injunction$ or otherwise, which 
could resurt..ln loss of ,~enues and. adversely afft-ct our business... 

n 2010, Ofacle America, Inc. r oracle") brouglll a copyright lawsuit against Google in d>e Northern District of 
C-afrfomia, alteg'fng thal Google's Android operath1g·sY$fem inftlng-es Oracle's copyrights-related to certain Java appJJC:i!1ion 
programming interfaces. After trial, final Judgment was entered by the dsttict court In favor or Googte on June 8, 2016, and 
lhe. court decided posM1tat motlOn$ kl favor of Google.. Orade appealed and on March 27. 2018, the. appeals cour1 
reversed and remanded the case for a trial on damages. On May 29. 201-8, we filed a petition .for a reh.eafing at the 
federal Clrcul~ and on August ;s, 2018, 1he Federal Circuit denied the-peti1,on , On Janualy i4, 2019, "" filed a petit;oo lo 
the Supreme Court of the United States to review this case. On Ap,O 29, 2019, the St,preme Court-requested 1he -~ of 
lhe Soocltor General regarding ow- petition. On September 27, 2019, the SolfcitOf GeoeraJ recommended denyfng our 
petition. and we provided ·our response on October 16. 2019. On November 15, 2019. the Supreme Court granted ou, 
petitlol'\ and made a decisi~ 10 revie'w the case. The Supre,ne eou,:t t\eard (!(al arguments in our case on October 7, 
2020~ If the Stipreme Coun does not Me in our favor, the case Ytill be remanded to the district court for f\Jnhe, 
de1erml!latlon of the remaining issues ii) the case, including damages. it any, We believe this taw·sui1 is without merit ar'Kl 
are defending ourselves vigoro·us1y. Given the nature of this ease, we are. unable to estimate the reasonabfy possible loss 
or range of loss. lf a.ny. arising fr.om th.is matter. · 

Other 

e are also regutaily s!Jbiect to claims, suiis, regulatory and govemment investl.gations. and other proceeding~ 
involving competition, intellectual property, privacy, tax and related compliance, laboc and employment, commercial 
disputes, corrtenl g,merated by our users, goods and services offered by actvertisers or publishers uSlng our· platfonns·, 
personal injury. consumer protection, and.othef matters. Such claims. suits. regufatory and government investigatioos, and 
other proceedk\gs coukf result in subs1antial fines and penalties, iljunctive relief, ongoi)g aulfrting and monitoring 
obligation!., changes to our pcoducis and ~Ices, altera~s to our bos1ness models and ope,ations_. an~ collateta.l 
related civif rmgation or other adverse oonsequeooes. all of which oould harm ®r business. reputation, financial oondition, 
aod operating results. 



U,es.e out-- 119· ma :e:rs 'lnr:lud sp· C1.:1 la l\le. sutJ.s.tarili I or ·rt<fetem,in 
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Joss J ~ably po-ssrbf -r:I , loss o · tall;e ·of loss ca , , · - e · medl, we 
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disclose the reasonably possible Joss. We evaluate developments in our. legal matters that COUid affect 1he amount of 
habi"li1y that has been previously ao.cwed, aod th;e matters <l!)d re:liiited ,eaSOf'.lably pos~ble losses disclosed, and make 
adjustments as appropriate. Significant judgment is required. to det.ennine both likelihood of there be~g and the. estimated 
amount of a IQsS related io such matters. 

11h ,espect to our oots.tanding matters, basM on our current knowledge, we befleve that tt:i& amount Cl( rang~. of 
re-asonabfy possible loss will not, either indjvidu.aliy or in aggr~gate. have a miJterial adverse. effect on our business, 
consolidatf!'d financial position, r6$Ult& of op~lions. or ea~ flcM·s. kowevei.r, the outcom~ or such mattf!rs is inherently 
unpred:ictabSe and subject to $ignificarrt uncertainties. 

e ~.xpeose legal fees in tt,e perlod In wtiich they are incurred. 

Non•lncome Tax.es 

e are under audit by various domestic and foreign tax a.u1horities wiln regards to non.income tax matters. The 
subject rnstter of rion-inCQl:lle taX a.udits primarily arises tr·om disput,e.s Of'l the ~x creatment and taX rate applied to ttie. sale 
of our products and services in these jurisdk:tions and the tax treatment of certain .employee benefits. We accrue non
Income ta)(es lhat may resu11 from e)(amlnadons by, or any negotlaled agreements W11h, tJ,ese tax authorities wheo a; los~ 
is ·probable and reasonably estinable. If we detennine that a loss is reasonably possible and the loss ot range of loss ·can 
be esdmated, we dlsclose the reason.abty possible ~s. Due tc;, the Inherent oomplexity and .uncertaM"lly of these matters 
and judicial process in certain Jurisdictions~ the final outcome may be materially <lifferen1 from ou, expeciation~-

For infonnatio11 rega,dlnginoome taxcontil)Slencies. see Note t4. 

Note 11. Stockholders' Equity 

Convertibl.e Preferred Stock 

Our Board of Directors has authorized 100 million shares of COO'o'.erbole _preferred stock. $0.001 par wfue. issuable in 
series. As of Qece.mber 3\, "2019 :ind 2020, no.sh.ates were issued oroutslanding. 

Class A .and. Class 8 Common Stock and Class. C Capital Stock 

Our Board of Directors has authorized fh.ree Classes or stock·, Ctass A ·and Class 8 common stock, a.nd crass C 
capita! stodt. The rights of the holders of each class or our common and capital stoc+. are identical, except wtth respect to 
voling. Eoch s-hare of Ctass A common stock is ,entitled to one vote per share. Each share of Class B common stock is 
entitled t~ tO VQtes per shate, Class C capital stock has no Y0tlng rights, exoepl as required by appllcabt-e la.w. Sha.res of 
aass 8 common stock may be conve.11:e<1. at any. time at the option of the stockholder and automatically convert uf)On .srue 
or transfer to Cla$s A oomrnon stock. 

Share Repurchases 

n Ju~ 2020, the Board of Oirectois (!f Alphabe.1 authOfized the company to repurctu~se up (o an additional 
$28.0 bltlion o1 !ls Class C capital stock, The r•P1,1rcha.ses ai'e b~ e,cecli1ed from· time to time. ~ubjeCl 10 ~t'!'rat 
business and ma*et conditions and ·other inves.tmen1 opportunities, through open martcet p1.KChases or privatetf 
negotiated tral\'Sactions. including through Rule 10bS..1 ~.ns. The repurchase.program does not have an expiration date. 

Ounng 11>e yea,. ended Oecembef 31. 2019 aod 2020, we repurchased ond subseQUOf1tlY retlTed 15.3 ml16on and 
21.5 million shale$ of Alphabet Class C capital stock for an 1199regate amow,1 of· $18.4 billion· and $31.1 biHlon, 
retpecOvefy. 

Nole 12.. Nel Income Per Share 

e compute net 1RCOme per s.hale or Class A and Class 8 common s.todc .and Clas$ C capt.ta( stoek ustng me rwo. 
cla.$-s method. 8asic nee in·come per share ts computed us.Ing the we,jghted-.averege numbec of' sh.a,es outs:tandis)g durln:g 
ib& period. Oitut~ t1et income per share l s computed using the weighted.average ntimber ol shares and ~ effect or 
polent!olly dllulrle •ecuritm out,tondln9 during lt>e perio<!: Polet11i•lly· dikJtive secunlies C011$ist of restricted •IO<>l< uolts 
and o~r contingently issuable shares: The dituhV-e etf&er of outstanding restricted stock units and other contingentty 
issuable shllfe, ls reftecled In dikJted earnings per share by applicatjon of the tre~sury stock method. The oomputation of 
~ dll'lltbd Mt Income per share. of Clas.s A common stock assumes the oonve-rsion Of Class B common stock,. while the 
diruted net income per $hate of·a~s 8 common stock does not ass~ the conversion of those shares, 

Tho rig!,:s, Including 1h• Jiqukl•llon and <fivid•nd right<, of !ho holdots o! o..- Class A and Class 8 oommon stod< and 
Class C capital stock are identical. except witt) ~espec.t to voting. Furthermore, thefe .are a number of 
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N'.om 13. Coo; pens · an if'. n: 
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ITEM 9. CHANGES IN At-!O DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING ANO FINANCIAL 
DISCLOSURE 

None. 

ITEM 9A. CONTROLS ANO PROCEDURES 

EvQluation of O~e:losure ·Controls and Procedures 

Our manag-emenl, with the participation of our chief execu.ttve officer and chief financial officer, evaJu.ated the 
effectiveness of oor dfsclosure controls and procedures pursuant 10 Rufe 13a-15 under the Exchange AeL as or the eQd of 
the period ooverod by !his Annual Report on Form 10.J(, 

Bast!d on th.is evalu.atlon, our chief ~xe-cutlve officer .aod chief flnanclal offlc&t oonduded that, as of O&cembe:r 31 , 
2020, our d.isaQSure controls. and procedures are cfesl~ at a reasonable iliSSuraooe Jevel a11d are effectiVe to f)fOVide 
~$0nabte a$surance- thaI information we are requktt.d to disclose In reports that we me or submit under the Exchange ACI 
Is recorded, proces.sed, summarized, and repQfted within the fime penod$ 5pecified in the SEC's rule$ arid f0fm$, .ind that 
such information i$ a«umulated and communicated to our management, Including our chief executiYe office< and chief 
financial officer; as appropriate, to -avow timely decisioM regarding required Otic:lo$ure 

Changes in Internal Control over Financiat Reporting 

e r&ly extensively on Information ~ems to manage out busfoess and summarize and report operating ~suit$. In 
2019, 'lt'e began JI multiayear Implementation of a new global ERP sy~em, which will replace much of ow exis;tlng pcxe 
financial .systems.. The ERP· $YSM'm I$ .<f.e:sjgned to accurate,iy maintain our flnand a! records, e-nhance tM fto,,.v of fltwlciaJ 
information, improve data. management and provide timely informatiOfl to our management team. The implementation is 
e-.xpected to. occur in phases over the next sev~'3I y~a,s. The. Initial phMe, whi~ lnclude(I cha~ 10 our gener..a~ ~dge,r 
and" coo.solidated Jioancial reporting systems, was completed during the thirQ quarter of 2020. There have bee.n no 
'et,~nge$ In our lntemal control over G~cial rep.ortlng thal occurrt-d dudng the qu~r ended December 31, 2020 lha.1 
have.materially effected. or are rea50Nbly likely to .materiany affect, O\lf Kltemal control over financial reporting.. However, 
as th~ pha~ lmp61!'-mentalion of the n~ ERP s:ys~&m contiooes, we wllt change our proce,sses and prooedures.. which ih 
t.um. coukl resutt in changes to our internal control ovec financial reportiog_, As $4.lctl chang.e$ occur. we will evaluate 
gua.rte<ly wheth~r $1.ICh change~ materially affect our intf!mal control fM!r flilandal repotilt!g. 

As a result of COVI0-191 our global workforce continued to operate primarily in a wOlk from home environment for the 
gu.arter ended Deoe,mber 31, 2020 \Nhlle pre,-exi$tlp9 controls wera llOI sPe-clftcaUy designed to operate In our cune-n1 
YIOl'k from home operating environmeril we belielo'e that oor internal oontrols over financial reporting continue to be 
effective. We have conlinued to re-evaluate and refine our financial reporting process to provide· reasonable assurance 
I hat we ooukl teport our, financial rctSults accuratelY cmd tlmefy, 

Management's Report on Internal Control over Financial Reporting 

Our management is respon$jble fof establistiing and maintaining adequate illtemaJ control over financi.al reporting, as 
defll)ed In Rule 13a-15(f) of the: Exehar,ge Act OUr managern~nt conducted an evaluation of the e-ffeetiven~s of our 
internal control over financial reporting t,ased on the ·trame-wOl'k in fntemaf Contror-integcate(I Framework. issued by the 
Commlrte:e or Spons°'l"9 Organl~tions of the Tre,~ay Commissk,n (2013 fi'amewol'k}. Based on this evatuation, 
management concluded that our internal eonb:04 over financial reportilg was effective as of December 31, 2020. 
Mariage-meot revi ewed the results of Its ass&ssme-n1 will\.our Audit and Complfance Committee.. The effec:tlve~ss of OUf 
internal control over financial reporting as of Oe<lember 31. 2020 has been ,audited bi' Ernst & Young lLP. an independent 
registered public •~Ung firm, as statod In l!S report which Is Included In !tom 8 of this Annual Roport on Fom, 10-K. 

Lim.itatl ons on Effectiveness or Controls. and Procedures 

Jn de·s~gning and evaluating the dtsclosure controls aod procedures, management recognizes that any eontr:oi5 
and procedures, flo matter how we.JI designed and operated, can provide onty reasooab4e assurance of 
achieving the desired control objectives, In addition, the design of dis•ciosure controls -and proceijur~ mUSI 
reflect the. fa.ct !hat thete are resource eonrtalnts tthd U,at man.age.m(H'lt ts required 10 ap·pty its judgment in 
evaluating the bene"fs of possible controls and procedures relative to their costs. 

ITEM 9B. OTliER INFORMATION 

None. 
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BOSTON SAN FRANCISCO PORTLAND www.trilliuminvest.com

Active Portfolios, Global Impact: Putting Assets into Action since 1982

 
February 23, 2022 
 
Via e-mail at shareholderproposals@sec.gov  
 
Securities and Exchange Commission Office of the Chief Counsel 
Division of Corporation Finance 
100 F Street, NE  
Washington, DC 20549  
 
Re: Shareholder Proposal Submitted by Trillium ESG Global Equity Fund, The Congregation of St. 
Joseph, Mercy Investment Services, Inc., The Sisters of the Presentation of the Blessed Virgin 
Mary of Aberdeen, South Dakota and Vancity Investment Management  
 
Ladies and Gentlemen,  
 
Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, Trillium ESG Global Equity 
Fund, The Congregation of St. Joseph, Mercy Investment Services, Inc., The Sisters of the 
Presentation of the Blessed Virgin Mary of Aberdeen, South Dakota, and Vancity Investment 
Management (together, the “Proponents”) submitted a shareholder proposal (the "Proposal") 
to Alphabet Inc. (“Alphabet” or the “Company”). In a letter to the Division dated February 1, 
20202 (the "No-Action Request"), the Company stated that it intends to omit the Proposal from 
its proxy materials to be distributed to shareholders in connection with the 2022 annual 
meeting of shareholders. Alphabet argues that it is entitled to exclude the Proposal in reliance 
on Rule 14a-8(i)(7). However, as discussed below, Alphabet has not met its burden under Rule 
14a-8(g) of proving it is entitled to exclude the Proposal. Therefore, the Proponents ask that its 
request for relief be denied.  
 
The Proposal states:  
 

Resolved: Shareholders request Alphabet go above and beyond its existing disclosures 
and provide more quantitative and qualitative information on its algorithmic systems. 
Exact disclosures are within management’s discretion, but suggestions include, how 
Alphabet uses algorithmic systems to target and deliver ads, error rates, and the impact 
these systems had on user speech and experiences. Management also has the discretion 
to consider using the recommendations and technical standards for algorithm and ad 
transparency put forward by the Mozilla Foundation and researchers at New York 
University. 
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The Proposal is not excludable under Rule 14a-8(i)(7). 
 
In Staff Legal Bulletin (“SLB”), 14L (November 2021), the Division of Corporation Finance stated 
that it will apply the ordinary business standard the Commission provided in 1976, which 
articulated an exception for shareholder proposals that raise significant social policy issues, and 
which the Commission reaffirmed in its 1998 Interpretive Release of the rule. This significant 
social policy exception protects the critically important shareholder right to bring significant 
issues before other shareholders via the proxy statement even though it may implicate the day-
to-day business matters that are the typical province of management. As such, pursuant SLB 
14L, the staff will not focus on the particular implications of the policy issue on the day-to-day 
business matters of the company but instead, it will place analytical emphasis on the social 
policy significance of the issue that is the shareholder proposal focuses on. Accordingly, in 
keeping with the 1976 and 1998 Commission articulations of the 14a-8(i)(7) standard, the staff 
will seek to determine whether the company has met its burden of demonstrating that societal 
impact identified in the proposal does not transcend the ordinary business of the company. 
Finally, SLB 14L noted that recent Staff application of the micromanagement portion of the 
exclusion “expanded the concept of micromanagement beyond the Commission’s policy 
directives” and “may have been taken to mean that any limit on company or board discretion 
constitutes micromanagement.” Accordingly, SLB 14L made clear that from now on when 
considering micromanagement, the Staff “will focus on the level of granularity sought in the 
proposal and whether and to what extent it inappropriately limits discretion of the board or 
management.” 
 
It is abundantly clear that Alphabets algorithmic system transparency is a significant policy issue 
facing the company. 
 

• Bipartisan lawmakers have introduced the Filter Bubble Transparency Act, which would 
require companies to provide a version of their products which uses an “input-
transparent” algorithm.1 The 2021 bill has been put forward by Representatives Ken 
Buck (R-CO), David Cicilline (D-RI), Lori Trahan (D-MA) and Burgess Owens (R-UT). Its 
companion senate bill was introduced by Senator John Thune of South Dakota (R) and 
Richard Blumenthal of Connecticut (D). Representative Buck explained that "Consumers 
should have the option to engage with internet platforms without being manipulated by 
secret algorithms driven by user-specific data,". (Emphasis Added) 

• The Social Media Disclosure and Transparency of Advertisements Act introduced in 
Congress would force disclosure regarding online targeted advertisements.2 “Massive 
digital platforms like Google and Facebook continue to profit hand over fist from 
targeted ads while bad actors actively exploit their lack of transparency to harm 
consumers, including some of the most vulnerable in our communities,” said 

 
1 https://finance.yahoo.com/news/bipartisan-bill-seeks-curb-recommendation-225203490.html  
2 https://trahan.house.gov/news/documentsingle.aspx?DocumentID=2112  
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Congresswoman Trahan. “It’s not a coincidence that these companies’ hollow attempts 
at ad libraries and other databases lack key information needed for substantive research 
into their wide-ranging effects. The Social Media DATA Act will help shine a long 
overdue light on all of the impacts ad targeting has on consumers – not just the rosy 
picture painted by companies focused on their bottom line.” (Emphasis Added) 

• In December 2021, Washington, D.C. Attorney General Karl Racine introduced the Stop 
Discrimination by Algorithms Act, which would require companies to audit algorithms 
for discriminatory impact.3 As the press release announcing the bill put it “The 
legislation – the first comprehensive bill of its type across the country – would hold 
businesses accountable for preventing biases in their automated decision-making 
algorithms and require them to report and correct any bias that is detected. The 
proposal would also increase transparency by requiring companies to inform consumers 
about what personal information they collect and how that information is used to make 
decisions. Discriminatory algorithms can impact individuals’ everyday lives, including the 
schools they can go to, the homes they can purchase, the loans they get approved, and 
the jobs they are hired for. To root out discrimination in automated decision-making 
tools, AG Racine’s legislation would make it illegal for businesses and organizations to 
use discriminatory algorithms in four key areas of life opportunities: education, 
employment, housing, and public accommodations and services including credit, health 
care, and insurance.” (Emphasis Added) 

• According to the National Conference of State Legislatures general artificial intelligence 
bills or resolutions were introduced in at least 17 U.S. states in 2021 and enacted in 
four.4 

• A 2020 study done by The Markup found Google’s Keywords Planner, which helps 
advertisers choose which search terms to associate with their ads, offered hundreds of 
keyword suggestions related to “Black girls,” “Latina girls,” and “Asian Girls”—the 
majority of them pornographic. Searches in the keyword planner for “boys” of those 
same ethnicities also primarily returned suggestions related to pornography. Searches 
for “White girls” and “White boys,” however, returned no suggested terms at all. These 
findings indicate that, until The Markup brought it to the company’s attention, Google’s 
systems contained a racial bias that equated people of color with objectified 
sexualization while exempting White people from any associations whatsoever. In 
addition, by not offering a significant number of non-pornographic suggestions, this 
system made it more difficult for marketers attempting to reach young Black, Latinx, 
and Asian people with products and services relating to other aspects of their lives.5 

• The European Union’s proposed Digital Services Act will require online platforms “to 
maintain and provide access to ad repositories, allowing researchers, civil society and 

 
3 https://oag.dc.gov/release/ag-racine-introduces-legislation-stop  
4 https://www.ncsl.org/research/telecommunications-and-information-technology/2020-
legislation-related-to-artificial-intelligence.aspx  
5 https://themarkup.org/google-the-giant/2020/07/23/google-advertising-keywords-black-girls  
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authorities to inspect how ads were displayed and how they were targeted,” and will 
require auditing, disclosure, and transparency of “recommender systems.”6 

• In an August 2021 New York Times Opinion piece, the vice president of advocacy at the 
nonprofit Mozilla explained that “Without clear laws or norms to separate ‘meaningful’ 
from “superficial” transparency, tech executives continually fail to follow through on 
voluntary public commitments. The result is a series of superficial transparency 
initiatives that achieve little or disappear quickly.” …. “For years, YouTube’s 
recommendation algorithm has amplified harmful content like health misinformation 
and political lies.” … “YouTube’s algorithm actively recommends content that violates its 
very own community guidelines.” … “Meanwhile, YouTube touts its transparency 
efforts, saying in 2019 that it ‘launched over 30 different changes to reduce 
recommendations of borderline content and harmful misinformation,’ which resulted in 
‘a 70 percent average drop in watch time of this content coming from nonsubscribed 
recommendations in the United States.’ However, without any way to verify these 
statistics, users have no real transparency.”7 

• As Chico Q. Camargo, a postdoctoral researcher in data science at the University of 
Oxford, explained in a 2020 article, “The problem with this discussion is that we can’t 
really answer the question of what role YouTube’s algorithm plays in radicalizing people 
because we don’t understand how it works. And this is just a symptom of a much 
broader problem. These algorithms play an increasing role in our daily lives but lack any 
kind of transparency.”8 

• These concerns go back many years as is evidenced in a 2018 opinion piece in the New 
York Times where Zeynep Tufekci, an associate professor at the School of Information 
and Library Science at the University of North Carolina, wrote “What keeps people glued 
to YouTube? Its algorithm seems to have concluded that people are drawn to content 
that is more extreme than what they started with — or to incendiary content in general. 
Is this suspicion correct? Good data is hard to come by; Google is loath to share 
information with independent researchers. But we now have the first inklings of 
confirmation, thanks in part to a former Google engineer named Guillaume Chaslot.”9 

• The Federal Trade Commission, in April 2021, called on companies to “Embrace 
transparency and independence” in their use of artificial intelligence. The posting 
pointed out that “Independent researchers spotted [racial bias in an algorithm] by 
examining data provided by a large academic hospital. In other words, it was due to the 
transparency of that hospital and the independence of the researchers that the bias 
came to light. As your company develops and uses AI, think about ways to embrace 
transparency and independence – for example, by using transparency frameworks and 

 
6 https://ec.europa.eu/commission/presscorner/detail/en/QANDA_20_2348 
7 https://www.nytimes.com/2021/08/08/opinion/tiktok-facebook-youtube-transparency.html  
8 https://www.fastcompany.com/90454610/we-dont-understand-how-youtubes-algorithm-
works-and-thats-a-problem  
9 https://www.nytimes.com/2018/03/10/opinion/sunday/youtube-politics-radical.html  
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independent standards, by conducting and publishing the results of independent audits, 
and by opening your data or source code to outside inspection.”10 

• A 2022 story in Newsweek reported that “YouTube is facilitating the persecution of 
women and girls the Egyptian state deems too immodest by rewarding prominent male 
influencers whose inciting videos—viewed millions of times—target the very same 
young women in tandem with prosecutors. …Social media giants, like any other 
companies, have obligations under United Nations guiding principles on business and 
human rights, said [Rothna] Begum [women's rights researcher for the Middle East and 
North Africa region at Human Rights Watch], who urged them to properly moderate 
content in which men are inciting violence against women. ‘Particularly where these 
men are getting more followers,’ she said, ‘Because algorithms might be redirecting 
people to them and then creating, potentially, the level of language and content that 
could leave women subject to violence in real life.’"11 

 
Accordingly, we believe that it is clear that the Proposal focuses on a significant policy issue that 
is subject to widespread public debate. Furthermore, it is evident that Alphabet is at the center 
of that debate. Accordingly, we respectfully request the Staff conclude that the Company has 
not met its burden under the rule. 
 
Finally, we also believe the Proposal does not probe too deeply into matters of a complex 
nature upon which shareholders, as a group, would not be in a position to make an informed 
judgment. The Proposal simply asks the Company for “more quantitative and qualitative 
information on its algorithmic systems” and in doing so recognizes that “[e]xact disclosures are 
within management’s discretion”. Clearly, the Proposal does not seek to dictate to 
management the particular outcome – nor does it inappropriately limit discretion of the board 
or management. In fact, it fully recognizes their discretion. 
 
However, it is also clear that this topic is one that investors are in a position to make an 
informed judgement. There is a very public conversation being had by lawmakers, in the media, 
with civil society organization, and around the world. This conversation is not limited to a niche 
corner of society, nor is it at a level of technical detail or complexity that investors would be ill 
equipped to consider it. Rather, the level of granularity sought in the Proposal is not excessive 
and therefore the Proposal should be deemed permissible. 
 
 
 
 
 

 
10 https://www.ftc.gov/news-events/blogs/business-blog/2021/04/aiming-truth-fairness-
equity-your-companys-use-ai  
11 https://www.newsweek.com/exclusive-how-youtube-facilitates-persecution-tiktok-women-
egypt-1677836  
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Conclusion 
 
For the reasons set forth above, the Proponents respectfully ask that Alphabet’s request for 
relief be denied. 
 
The Proponents appreciate the opportunity to be of assistance in this matter. If you have any 
questions or need additional information, please contact me at 413-522-2899. 
 
Sincerely, 
 

 
 
Jonas D. Kron   
 
Cc: Jeffrey D. Karpf 
 Cleary Gottlieb Steen & Hamilton LLP 

jkarpf@cgsh.com 
 




