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Anaheim, CA Exchange Program



Anaheim, CA Exchange Program

Good Process
Open
Well considered (~2yrs and counting)

Solid basis in economics
Request for Information (RFI)
Independent Study

Let's concentrate on ‘economics’. . .



ANAHEIM, CALIFORNIA
CITY COUNCIL MEETING OF

SEPTEMBER 12, 2006

The September 12, 2006 regular City Council meetingwas calledto order at 3:15 P.M. inthe
Council Chambers of Anahsim City Hall, 200 South. Anaheim Boulsyard.

FRESEMT: Mavor Curt Pringle and Council Members: Richard Chavez, Lorri Galloway, Bob
Hernandez and Harry Sidhu.

STAFF PRESENT: Assistant City Manager Tom Wood, City Atterney Jack White, and City Clerk
Sheryll Schrogder.

Acopy of the agendaforthe September 129 meetingwas posted on September 8, 2006 at the City
Hall extericr bulletin board.

CANYON BRANDING WORKSHOPS

SherivVander Dussen, Planning Director, presented information on the City's effortto create a
technology hub for Anaheim’s primary industrial area with the purpose of attracting businesses and
diversifyingthe City's economy. She indicated the Canyon industrial area adjacent to the SR
betweenthe 57 Freeway and Imperial Highway was hometo 26 percent of Orange County's
manufacturing businesses and generated more than 50,000 jobs. The largest emplovers included
Boeing, Pacific Sunwear, Multi-Fineline Electronix, Fremaont Banks, Time Warner, Sunny Delight
and Taocrmina Industries. Maost of the Canvon, she pointed out, was in a redevelopment project
area andwas covered by the Mortheast Area Specific Plan. She acknowledged that approximately
20 percent of the land area was ocwned by non-business entities such as public agencies and
religious institutions, whose uses did not provide many jobs nor generate sales or property tax
revenues.

Stafffromthe Redevelopment Agency, Public Utilities and the Flanning Departments had worked
together to devise a method to facilitate development in the Canyon. In 1994, using a grant of $1.3
million,the Anaheim Technology Center, a hightech style structure, was builtto attract high
technolegy companies. The Utilities Department insured industries in the Canyon had stable and
secure electricity and water by investing in a new substation, expanding and improving existing
facilities and completing numercus undergrounding projects. Ms. Vander Dussen reported the
Metrolink station also enhancedthe Canyon's attractiveness to businesses whose emplovees
residedin the Inland Empire with the Redevelopment Agency having invested over $1.3 millionto
construct the station. In addition to those improvements, the Redevelopment Agency and Caltrans
hadinvested over $1.2 million with an additional $300,000 allocated this fiscal vearfor
beautification alongthe 91 freeway corridor. Ms. Vander Dussen commentedthe Public Utilities
also offered an Economic Development Business retention rate to targeted industries and the
Redevelopment Agency had the ability to enter into agreements with businesses that could provide
significantpublicrevenues. She added the activities and investments made by the City, the
Redevelopment Agency and Anaheim Public Utilities had contributed to the creation and retention
of morethan 34,000 jobs citywide since the sarly 1990's.

ITEM # 29

http://www.anaheimplatinumtriangle.com/docs
_agend/questys_pub/MG11771/AS11810/AS1
1813/A113417/D013428/1.DOC

Anaheim City Councill

September 12, 2006

“Mayor Pringle
recommended the RFI

process”
(Page 6)

‘RFI’ = Request for Information



Summary of Proposals

Billboard Exchange Program
Summary of Proposals

Bulletin Displays, LLC/Vista Media

Proposed Exchange Rate Undetermined (subject to a confidentiality agreement) B | I t. D 1 | L L( :/V. t M d 1
Initial proposal considerad en September 11, 2007 indicated u e I n I S p a.yS y I S a. e I a.
that 7.5 8-sheet billboard faces would be removed to

constmuct 1 freeway billboard.

SP&H Exchange Rate 34-82 8-sheet billboard faces for 1 freeway billboard
Existing billboards 40) 8-sheet Vista Media billboards (locations identified on
map in proposal; the number of billboard faces was not

Bulletin Displays, LLC (Message

Billboards to be removed Fevised proposal indicates the mumber of billboards to be
removed is negotiable and will be presented upon entering

into a confidentiality agreement with the City. Initial ‘ t P |
proposal considered on September 11, 2007 mdicated 2 e n e r ro O S a-
willingness to remove up to 30 billboards.

Proposed billboards Negotiable subject to a confidentiality agreement. Initial
proposal considered on September 11, 2007 mdicated a
desire to construct 2 double-faced billboards.

Other Incentives * 1 month of civic advertising on a bulletin face per year on
a space availability basis and at the choice of the billboard C B S O u td 0 O r
companies

1 month of charitable announcements on a bulletin face
per year on a space availability basis and at the choice of

the billboard companies
» 10% discount for Anaheim Chamber of Commerce
members
Time-limits for new billboards | 30 years C I e a.r C h an n e |
Billboard content policies Corporate policy 1s not to allow Gentleman’s Club or

tobacco advertising en any billboards and avoid alcohol
advertising on famuly criented message centers or within
300" of a park or school

Regency Outdoor Advertising, Inc

http://www.anaheim.net/docs_agend/questys_pub/MG
18947/AS18986/AS18990/A119170/D019184/DO_191
84.PDF

Clear Channel . . .



Clear Channel Proposal

June 5, 2007

Submitted on June 5, 2007

CiTYy OoF ANAHEIM RFI

BiLLBODARD REDUCTION PROGRAM

http://www.anaheim.net/docs_agend/questys_pub/MG18947/AS189
86/AS18990/A119170/D0O19178/DO_19178.PDF



Clear Channel Proposal

June 5, 2007

Removes 48 30-sheet (282 Sq Ft)
billboards from street locations

30 Sheet Poster Knott ES 130ft S/O Ball F/N - 1

30 Sheet Poster Knott ES 130ft S/O Ball F/S

30 Sheet Poster Kraemer WS 170t N/O Miraloma F/S - 2
30 Sheet Poster Kraemer ES ft N/O La Palma F/N - 1
30 Sheet Poster Kraemer ES 125ft N/O La Paima F/S -2
30 Sheet Poster La Palma S5 150ft E/O Magnolia FAV - 1
30 Sheet Poster La Palma S5 150ft E/O Magnolia F/E - 2

30 Sheet Poster La Paima NS 70t W/O White Star F/W - 1
ns

a NS 70t WIO White Star F/E
a 55 1987t W/O Kraemer FIW - 1
a S5 1987t W/O Kraemer FIE -2
a NS 125 E/O Kraemer F/W - 1
a NS 1257 E/O Kraemer F/E - 2

-4l
2 WS 1001t S/O Lincoln F/N - 1
1 WS 1001t S/O Lincoln F/S - 2
3 ES 185ft S/0 Lincoln F/N - 1
Mlege ES 160ft SIO Howell F/N - 1
flege ES 160ft SIO Howell F/S - 2
dlege ES 150ft NiO Orangewood F/S - 2
S 210ft SO Miraloma F/N - 1

30 Shest Poster Tustin ES 210ft S/0 Miraloma F/S - 2
30 Sheet Poster Ball NS 155ft E/O Magnolia F/W - 1

30 Sheet Poster Kraemer WS 170ft N/O Miraloma F/N - 1

30 Sheet Poster Beach ES 160ft NIO Lincoln Av F/S - 1

30 Sheet Poster Lincoln NS 195ft E/O Center FIE - 2

30 Sheet Poster Manchester Av WS 50ft 5/0 Broadway F/S - 1
30 Sheet Poster Ball SS 120ft W/O Dale F/E - 2

30 Sheet Poster Lincoln SS 951t E/O East F/E - 2

30 Sheet Poster Magnolia ES 150ft S/O La Palma F/N - 1

30 Sheet Poster State College ES 150ft N/O Orangewood F/N - 1




Clear Channel Proposal

June 5, 2007

Adds 9 14'x48’ (672 sq ft) new
billboards to highway locations

Exchange Ratio = 48:9 = 5.3:1

Did Anaheim city council accept it?



Anaheim City Council Decision

November 6, 2007

No!

“25. Reject all proposals received in
response to a Request for
Information related to a potential
billboard exchange program on the
basis that they are either incomplete
or do not demonstrate the level of
community benefit necessary to
warrant further consideration.”

http://www.anaheim.net/docs_agend/questys pub/MG18998/
AS19037/AS19040/A119567/D019578/DO_19578.PDF

Why did they come to this decision?



Independent Study

November 6, 2007

10

\

N

http://www.anaheim.net/docs_agend/questys_pub/
MG18947/AS18986/AS18990/A119170/DO19171/D

0_19171.PDF

Independent “City Council also commissioned a billboard exchange analysis prepared by
Study Sanli Pastore & Hill (SP&H)”
“The report identified the following average annual advertising rates for a
street-oriented billboard:
$3,600 for a 8-sheet (approximately 72 square foot) billboard
Revenue
Estimates $32,400 for a 30-sheet (approximately 300 square foot) hiliboard
$120,000 for a bulletin (approximately 700-1200 square foot) billboard
The advertising rate for a freeway-oriented billboard ranges from
approximately $342,000 to $360,000 per year.”
“(T)he report provided staff with the following exchange rates suitable in
exchange for the construction of one freeway-oriented billboard face
(billboards are usually single or double-faced):
Independent
Proposal of 54 to 82 8-Sheet Billboard Faces
Exchange
Ratios 8 to 14 30-Sheet Billboard Faces

1 to 2 Bulletin Billboard Faces “

Items related to Clear Channel Proposal

Their study recommended ‘8-14to 1, not‘'5.3to1



How this relates to SA

mmms) The RFI Responses

The Independent Study



Table A-1. Synopsis of “Table 1, “Conversion Requi  rements for Digital Bulletin Displays : ; I I I I I Ia_r

(Up to 672 Sq. Ft. per structure)”

Old Passive Signs to be Removed New Digital Signs to be Gained
Numb er and
Number Number
Face Size sumber;md Type of Structures to be of Faces Face Size 'gpe tOf of Faces
emove Removed ructures Gained
Gained
8-Sheet (72 Sq Ft) 19 Single-Face 19 672 Sq Ft 1 Single-Face 1
8-Sheet (72 Sq Ft) 9 Double-Face 18 672 Sq Ft 1 Single-Face 1
8-Sheet (72 Sq Ft) 5 Quad-Face 20 672 Sq Ft 1 Single-Face 1
30-Sheet (288 Sq Ft) 2 Double-Face and 1 Single-Face 5 672 SqFt 1 Single-Face 1 _
30-Sheet (288 Sq Ft) 5 Double-Face 10 672 Sq Ft 2 Single-Face 2
10x30 Ft. (300 Sq Ft) 2 Double-Face plus 1 Single-Face 5 672 Sq Ft 1 Single-Face 1
10x30 Ft. (300 Sq Ft) 4 Double-Face plus 2 Single-Face 10 672 Sq Ft 2 Single-Face 2
10.6x36 Ft (378 SqFt) | 4 Single-Face 4 672 Sq Ft 1 Single-Face 1 CI C h |
10.6x36 Ft (378 Sq Ft) 4 Double-Face 8 672 Sq Ft 2 SingleFace 2 ear an n e
10x40 (400 Sq Ft) 4 Single-Face 4 672 Sq Ft 1 Single-Face 1 .
10x40 (400 Sq Ft) 4 Double-Face 8 672 Sq Ft 2 Single-Face 2 P ro posal (5 . 3 . 1)
14x48 (672 Sq Ft) 3 Single-Face 3 672 Sq Ft 1 Single-Face 1
14x48 (672 Sq Ft) 3 Double-Face 6 672 Sq Ft 2 Single-Face 2
20x60 Ft (1200 Sq Ft) 1 Single-Face 1 672 Sq Ft 1 Single-Face 1
20x60 Ft (1200 Sq Ft) 1 Double-Face 2 672 Sq Ft 2 SingleFace 2 S A . . f
Table A-2. Synopsis of “Table 2, “Conversion Requi  rements for Digital Bulletin Displays
(Up to 300 Sq. Ft. per structure)”
Old Passive Signs to be removed New Digital Signs to be gained
Number of Number and Type Number of
Face Size sumber;nd Type of Structures to be Faces Face Size of Structures Faces
emove Removed Gained Gained
8-Sheet (72 Sq Ft) 8 Single-Face 8 300 Sq Ft 1 Single-Face 1
8-Sheet (72 Sq Ft) 12 Double-Face plus 4 Double-Face 16 300 Sq Ft 2 Single-Face 2
30-Sheet (288 Sq Ft) 2 Double-Face 2 300 Sq Ft 1 Single-Face 1
30-Sheet (288 Sq Ft) 2 Double-Face 4 300 Sq Ft 2 Single-Face 2
10x30 Ft. (300 Sq Ft) 2 Single-Face 2 300 Sq Ft 1 Single-Face 1
10x30 Ft. (300 Sq Ft) 2 Double-Face 4 300 Sq Ft 2 Single-Face 2
10.6x36 Ft (378 Sq Ft) 2 Single-Face 2 300 Sq Ft 1 Single-Face 1
10.6x36 Ft (378 Sq Ft) 3 Double-Face 6 300 Sq Ft 3 Single-Face 3
10x40 (400 Sq Ft) 2 Single-Face 2 300 Sq Ft 1 Single-Face 1
10x40 (400 Sq Ft) 2 Double-Face 4 300 Sq Ft 2 Single-Face 2

But on the other hand . . ..



Different

Anaheim’s exchange was limited to
relocate signs from streets to
highways

But CC proposed 1 in 9 signs as
digital



How this relates to SA

The RFI Responses

mmmm) The Independent Study



Extrapolate Anaheim’s Study

15

Revenue
Estimates

“The report identified the following average annual advertising rates for a
street-oriented billboard:

$3,600 for a 8-sheet (approximately 72 square foot) billboard
$32,400 for a 30-sheet (approximately 300 square foot) billboard
$120,000 for a bulletin (approximately 700-1200 square foot) billboard

The advertising rate for a freeway-oriented billboard ranges from
approximately $342,000 to $360,000 per year.”

http://www.anaheim.net/docs_agend/questys_pub/
MG18947/AS18986/AS18990/A119170/DO19171/D
O_19171.PDF

Extrapolate to San Antonio

Traffic Density
Standard of Living
Competition
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Table D-1. Total Revenue Impacts for New Digital Signs

(Up to 672 Sq. Ft. per structure)

Old Passive Signs to be Removed

New Digital Signst 0 be Gained

° e u— I
[ S_9 T S T [T o 5] @ @ £ 0
3 °5828 |lzed| 28 | =24 |5s8| 2% | s2c | fei
o w220 a0 d o 5398 |laocs oL 20T 520
8 £885¢2 28 2 o °23 |Es3 ST S0 883
i EFes |5%8| &r | TeT |ER9 s g sad
uw ERZ z z go
8-Sheet (72 Sq Ft) 19 Single-Face 19 $2,662 $50,578 1 $1,600,000 | $1,600,000 +3163%
8-Sheet (72 Sq Ft) 9 Double-Face 18 | s2662 | $47916 1| $1,600000 | $1,600,000 | +3339%
_8-Sheet (72 Sq FY) 5 Quad-Face 20 $2662 | $53240 1| $1,600000 | $1,600,000 | _+3005%
2 Double-Face and
est (288 Sq i) | 1 SingeFace 5 $23.961 | $119805 1] $1600,000 | $1,600,000 +1336%
1(288 Sq ) | 5 Double-Face 10 | 23961 | $239610 | 2 | $1,600,000 | $3200000 | +1336%
2 Double-Face
_10x30 Ft. (300 Sq Ft)_| _plus 1 Single-Face 5 $23961 | $119,805 1 ]$1600000 | $1600000 | +1336%
4 Double-Face
10x30 Ft. (300 Sq Ft) plus 2 Single-Face 10 $23961 | $239,610 2 $1,600,000 | $3,200,000 +1336%
10.6x36 Ft (378 Sq
| o 4Single-Face 4 $40,000 | $160000 | 1 | $1,600,000 | $1,600,000 | +1000%
36 Fi (378 Sq
Ft) 4 Double-Face 8 $40,000 | $320,000 2 $1,600,000 | $3,200,000 +1000%
_10x40 (400 Sq Ft) 4 Single-Face 4 $40,000 | $160000 | 1 | $1,600000 | $1,600,000 | _+1000%
10x40 (400 Sq R) 4 Double-Face 8 $40,000 | $320000 [ 2 | $1,600,000 | $3200,000 | +1000%
14x48 (672 Sq Ft) 3 Single-Face 3 $88,744 | $266,232 1 $1,600,000 | $1,600,000 +601%
14x48 (672.Sq Ft) 3 Double-Face 6 | 988744 | $532464 | 2 |3$1600000| $3200000 | +601%
20x60 Ft (1200 Sq
. 1 Single-Face 1 $88,744 | $88,744 1| $1,600000 | $1,600,000 | _+1803%
Ft (1200 Sq
1 Double-Face 2 $88,744 | $177,488 2 $1,600,000 | $3,200,000 +1803%

Exchange Rates from “Table 1, “Conversion Requirements for Digital Bulletin Displays (Up to 672 Sq. Ft. per structure)’ of the San

Antonio Sign Ordinance Passed December 6, 2007

Table D-2. Total Revenue Impacts for New Digital S

igns (Up to 300 Sq. Ft. per structure)

Old Passive Signs to be Removed

New Digital Signst o be Gained

@ .59 o ] o0 © s g9 © &g
N ol y, Q0 =00 S o -3 0o S o —— 3
2 28532 |[28c| ef | Zes |28E| 88 | zes | £k
o SFE3SeE ESE 5 Fga |EFfZ 35 =30 883
8 zZoks & ste ¢g & s+ < g8 & S5 &
w so & z z ]
8-Sheet (72 Sq Ft) 8 Single-Face 8 $2,662 $21,296 1 $800,000 $800,000 +3757%
8-Sheet (72 Sq Ft) 12 Double-Face plus 16 $2,662 $42592 1 $800,000 $800,000 +1878%
4 Double face
30-Sheet (288 Sq Ft) 2 Double-Face 2 $23,961 $47,922 1 $800,000 $800,000 +1669%
30-Sheet (288 Sq Ft) 2 Double-Face 4 $23,961 $95,844 1 $800,000 $800,000 +835%
10x30 Ft. (300 Sq Ft) 2 Single-Face 2 $23,961 $47,922 2 $800,000 | $1,600,000 +3339%
10x30 Ft. (300 Sq Ft) 2 Double-Face 4 $23,961 $95,844 1 $800,000 $800,000 +835%
10.6x36 Ft (378 Sq Ft) |2 Single-Face 2 $40,000 $80,000 2 $800,000 $1,600,000 +2000%
10.6x36 Ft (378 Sq Ft) |3 Double-Face 6 $40,000 | $240,000 1 $800,000 $800,000 +333%
10x40 (400 Sq Ft) 2 Single-Face 2 $40,000 $80,000 2 $800,000 $1,600,000 +2000%
10x40 (400 Sq Ft) 2 Double-Face 4 $40,000 | $160,000 1 $800,000 $800,000 +500%

Exchange Rates from “Table 2, “Conversion Requirements for Digital Bulletin Displays (Up to 300 Sq. Ft. per structure) of the San

Antonio Sign Ordinance Passed December 6, 2007

"The Economics of San Antonio’s Digital Billboard
Ordinance”
http://www.vjni.org/Issues/_Digital-

Billboards/20080318_Billboard-Economics_pdf.pdf

The San Antonio Stu

‘A back of the envelope calculation’
for the 30-sheet case

Billboard revenues change

$120,000  $1,600,000 (+1336%)

Assuming digital billboard cost $500,000, then
gross return on investment is

($1,600,000 - $120,000) / $500,000

= 300% (per annum)

If 50% gross return on investment (cost of capital)
Is required, then the SA Ordinance is t00
generous by

300%/50% = 600%

So the San Antonio exchange ratio should be 6x
larger:

(5:1) x 6 = 301



Visual Impact

|y

1336% (13x) the income
Means

1336% (13x) the visual
impact!

Points to a Fundamental Weakness of Voluntary Exchange Programs.

Companies won't participate unless there’s more income (and visual impact) for them!




Conclusion



Summary

Anaheim is a good model for this issue
Open, deliberate, and good economics (RFI & independent study)

Exchange Ratios ®

San Antonio ordinance 5:1 [Passive  Digital ]

Clear Channel 6/5/07 Proposal 5.3:1  [48passives 8 Passives + 1 Digital |
Anaheim study @ 8-14:1 [passive Passive]

San Antonio study @ 30:1  [passive Digital]

Anaheim rejected all RFI proposals, including Clear Channel’s
6/5/07 proposal which was

Ox better than San Antonio’s Diqital Ordinance! @

(1) Exchange ratios all apply to one case: old 30-sheet billboards  new 672 Sq Ft billboards

Anaheim exchanges dealt with relocation of street to highway billboards
My rough order of magnitude calculation — should be reproduced professionally
Because their 6/5/07 proposal had 9x fewer new digital billboards

(2

3

[N - )

4



San Antonio’s Pilot

The Good - Heroic actions by council persons are
laudable, but

Not the basis for good public policy

We need a viable, sustainable, credible process

The Bad - Uncovered structural problems
The industry will try to game the process
City staff is not up to policing industry

The Ugly - Will never change the economic fundamentals

San Antonio’s “4:1” ordinance is not a good deal for the city and its
citizens

What now?



Mid-Course Correction

Condemn non-compliant billboards in the city
These should not be eligible for exchange!
Monitor the pilot ordinance.

Calculate the specific economic impacts and return on investment, on an
exchange by exchange basis, of the pilot program.

Develop, assess and compare courses of actions (COA  s), such as:

Pilot Ordinance. Assess future trends under the event that the pilot program is
renewed or made permanent.

Previous Ordinance. What would happen if San Antonio rolled back to the prior
Sign, Scenic and Urban Corridor Ordinances?

Total Ban. What would happen if San Antonio strengthened its ordinance to ban all
new billboards?

Rolling Exchange Rates*. Leverage the time value of money. Increment old-vs-
new exchange rates over time to progressively flush the most marginal billboards
from industry inventory and San Antonio urbanscape.

Other?
For all these COAs, project billboard inventories over time
Contract professional, independent studies
Use billboard fees to pay for studies
Raise fees as needed

* |f we wanted to be economically smart, we'd do it this way



Visit our Web Page

www.vjni.org/Issues



Backup Slides
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Digital vs. Passive Incomes

“Seven standard billboards in Cleveland, Clear Channel Outdoor's first "digital” billboard market, returned
$380,000 in revenue from July 2004 to July 2005. In July 2005, the standard billboards were converted to digital.
The new billboards generated $3.5 million from January 2006 to December 2006, according to company
projections.” [Ref C4.]

“If ads could be updated quickly and cost-effectively by electronic means, billboard operators could rotate ads
throughout the day with multiple advertisers per unit. Digital currently has appealing economics, with five to 10
times higher revenue per unit based on my calculations.” [Ref C5.]

“New focus: one board for many advertisers. Aside from raising rates, an outdoor advertising (OA) company's best
strategy for growing revenue had been to erect additional billboards. The more billboards, the higher the revenue.
However, strict cap and replace ordinances often limit the number of billboards a company can own. This will lead
outdoor advertising companies to look to technology--in the form of digital billboards--to grow revenue through
more efficient boards. Digital billboards allow several advertisers to share the same billboard, multiplying revenue
from an individual board by as much as six to eight times.” [Ref C6.]

“But the digital billboards offer increased revenues opportunities for the outdoor advertising companies. A single
digital billboard can bring in up to six times the revenue of a traditional one.” [Ref C7.]

“Each digital sign produces $14,000 a month in revenue, typically from multiple advertisers, compared with $1,000
to $2,000 for traditional billboards, which serve only one advertiser.” [Ref C8.]

Source: "The Economics of San Antonio’s Digital Billboard Ordinance”, http://www.vjni.org/Issues/_Digital-Billboards/20080318_Billboard-Economics_pdf.pdf

Digitals yield 5-15x the revenue of passives - with all other factors equal




