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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
September 6, 2016
TO:
Mayor and Councilmembers

FROM:
Business & Properties, Airport Department
SUBJECT:
Introduction Of Ordinance For Advertising Concession Agreement With Clear Channel Airports
RECOMMENDATION:  
That Council introduce and subsequently adopt, by reading of title only, An Ordinance of the Council of the City of Santa Barbara Approving and Authorizing the Airport Director to Execute a Five Year Concession Agreement with One Five-Year Option with Interspace Services, Inc. dba Clear Channel Airports to Manage Advertising Sales at Santa Barbara Airport (SBA).
DISCUSSION:
Background

An airport passenger terminal is an attractive environment for advertisers. This is due to the perceived “captive” audience and the relative stability in the number of travelers and visitors every year. Sales of advertising space on walls, baggage devices, digital monitors, and other areas near dwelling travelers has become a typical means of deriving revenue for airports.  In nearly all instances, airports contract the concession rights to a third-party advertising sales force specializing in airports.
Solicitation Process

In 2015, Airport staff issued a Request for Proposals (RFP) for a third-party advertiser.  Two firms responded to the RFP; however, one of the firms withdrew before the contract could be awarded. The Airport commenced negotiations with the remaining proposer, Clear Channel Airports.

The Airport has proposed only a limited number of locations in the terminal as appropriate for sales of commercial advertising. The opportunity at SBA for a third-party advertising sales force is relatively limited.  Consequently, the anticipated revenue to the Airport for advertising sales is modest.  However, over time, the Airport may find it appropriate to add additional advertising locations without jeopardizing the overall aesthetic in the terminal. 

Terms of the Agreement
In the proposed agreement, Clear Channel Airports will pay the Airport the greater of a minimum annual guarantee (“MAG”) or 20% of gross advertising sales. The MAG will be paid in advance in quarterly installments of $1,875.  Revenues due the Airport over and above the MAG will be paid at the conclusion of each quarter. The minimum revenue generated annually will be $7,500.

The concession contract with Clear Channel will be five (5) years in duration from execution. The agreement also contains an additional 5-year option with mutual consent.  Absent exercise of the option, the contract would end in 2021.

The Airport Commission approved this concession agreement on July 20, 2016.

PREPARED BY:
Deanna Zachrisson, Airport Business Development Manager
SUBMITTED BY:
Hazel Johns, Airport Director
APPROVED BY:

City Administrator's Office
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