
With the exception of temporary
signs, all on-premise signs are
part of the real property to
which they are affixed.  Because
of this, a valuation dispute
involving signage usually cannot
be resolved equitably without
the assistance of a certified real
property appraiser.  

In addition, calculating the
potential economic impact of a
proposed regulation or “public
purpose” taking of property
affecting signage requires an
expert assessment of value by a
qualified appraiser.  It is in this
context that the Fifth

Amendment question of com-
pensation arises.

Statutory mandates concerning
appraisals and appraisers, such
as the Uniform Standards of
Professional Appraisal Practice
(USPAP), have provided a way
to establish real estate value that
can stand up to administrative or
judicial scrutiny.  The increased
ability to establish realistic value
is particularly significant in liti-
gation involving governmental
takings and compensation. 

Additionally, the federal govern-
ment, both as a direct lender and

as a loan guarantor, is becoming
increasingly interested in pre-
venting restrictive regulations
that unduly harm small busi-
nesses.  

The SBA encourages local and
state regulatory policies that
enhance the opportunities for
small businesses to succeed.

At present, no single U.S.
Supreme Court precedent covers
all signage-related cases.  Each
case is reviewed on its own facts
and merits.  Thus, governing
bodies do not have a uniform
picture regarding the legal con-
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While the loca-
tion of this
motel’s sign is
very valuable
(adjacent to a
busy freeway),
that value is
reduced due to
a lack of illumi-
nation that
would make the
sign readable at
night, when it is
most needed.

The Signage Sourcebook



not regulated or formalized to
the degree of the appraisal or
valuation process.  Also, while
many appraisal techniques are
applied in an evaluation or con-
sulting assignment, the evaluator
is not required to reach a final
determination of value.  Nor is
he or she prohibited from advo-
cating a particular point of view
(as opposed to an appraisal,
where opinion of value is
required to be a neutral expres-
sion).  

Examples of evaluation/con-
sulting assignments include the
following:

- Marketing Study At the most
basic level, establishes the size
(or dollar volume) of a market
within a defined population.

- Benefit/Cost Analysis
Juxtaposes costs and expected
gains.

- Absorption-Rate Study
Determines the period of time
it will take for a market to
absorb certain goods, prod-

ucts, or services then available
or potentially available.

- Feasibility Study Ascertains
consumer preferences and
whether a market exists.

- Risk Management Determines
the probability of an event
happening, offset by manage-
ment control variables; estab-
lish value based on one chang-
ing variable.

- Highest and Best Use
Determines the most produc-
tive use of a real estate parcel.

- Origin/Destination Study
Researches driver travel pat-
terns in a particular locale dur-
ing a finite period of time.
Base study on trip categories
(such as to/from work, to/from
shops, or non-local passerby)
and adjust for daily commut-
ing and seasonal traffic.

- Simulation Model Creates a
set of variables that will pre-
dict performance.

Signage-related consultations or
evaluation studies are effective
only at the prospective level

(before enactment of the regula-
tion or litigation due to the regu-
lation).  For example, if an eval-
uator arrives at a conclusion dif-
ferent from that advocated by
any contending party, the next
necessary step is a formal
appraisal adhering to USPAP
standards.  

Overview of the
Valuation Process

The Appraisal Institute (former-
ly the American Institute of Real
Estate Appraisers) periodically
publishes a manual of appraisal
standards and practices entitled
The Appraisal of Real Estate.
On page 73 of the 10th Edition
appears an outline of the basic
appraisal process.  The outlined
procedure applies equally to
standard appraisal of real prop-
erty and improvements, and the
specialized appraisal of a site’s
visibility component, which for
commercial properties includes
signage.   Table 2 charts the
process for appraising real

Appraisal of a site’s visibility component is a
specialized procedure that attempts to place

a dollar value on the consumer exposure
that results from the business’s location.
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sequences of regulatory tak-
ings or of compensation choic-
es or calculations.  However, it
is obviously sound public poli-
cy to understand the economic
impact of a government
action.  

Certainly, there is a significant
“need to know” regarding the
impact any proposed regula-
tion will have on the value of
a real property interest,
because a private citizen or
entity cannot be unduly bur-
dened for a public purpose with-
out just compensation.
Additionally, local public offi-
cials increasingly are concerned
that the negative economic
impact of a regulatory taking of
previously legal business sig-
nage may lead to loss of federal
funding or underwriting and,
therefore, loss of local commer-
cial loans.

Expensive litigation between
governmental entities (usually
municipal) and private parties
over diminution in real estate
values due to a government

decision might be avoided if the
resulting economic impact on
both public and private interests
could be specifically deter-
mined.  With the advent of
USPAP, this is now possible.

Choosing Between
Appraisal (or
Valuation) and
Consulting (or
Evaluation) to
Resolve Regulatory
Issues 

A signage regulation dispute
will usually trigger a valuation

question.  The appraisal (or
valuation) process provides a
way to answer the question
and thereby assist in resolving
the dispute.  However, an
appraisal has some limitations
because it is grounded in the
unbiased opinion of the value
of a specific real estate interest
on a specific date.  Further, the
appraisal is undertaken and
completed at a time when sim-
ilar uses of real estate exist
locally and can be used as

comparisons in support of the
final value determination.
Obviously, any change of use or
“activity” occurring after the
date of the appraisal can sub-
stantially alter the value of the
real estate interest.  

Establishing value is (or should
be) essential to a governing
body attempting to estimate the
impact of its signage policies or
regulatory decisions.  Litigation
may be prevented if either the
public authority or the affected
sign owner, or both, first explore
the issue through an evaluation
or consulting process, which is

The less visible a
retail site in a
strip shopping
center, the lower
the lease price.
These sites are
not visible to the
street, and are
currently occu-
pied by public
agencies, as no
retailers will lease
them.

Although this business is
located on a very busy street,
its tiny sign undermines the
value of the business
because it cannot be readily
seen by passers-by.



complex assignments should not
undertake signage valuation
assignments.  Via direct supervi-
sion, a certified appraiser may
allow the interested licensee the
opportunity to assist with com-
plex assignments.

When considering an appraisal
assignment that calls for valuing
signage, several questions need
to be answered1 to focus and
define the assignment and its
scope:

1. Identify the client and other
intended users

2. Identify the intended use of
the appraiser’s opinions and
conclusions

3. Identify the purpose of the
assignment including the type

and definition of value to be
developed

4. Identify the effective date of
the appraiser’s opinions and
conclusions

5. Identify relevant property
characteristics 
a. Its location and physical,

legal, and economic attrib-
utes

b. The real property interest
to be valued

c. Any personal property,
trade fixtures, or intangible
items that are not real
property but are included
in the appraisal

d. Any known easements,
restrictions, encumbrances,
leases, reservations,
covenants, contracts, dec-
larations, ordinances, or

other items of similar
nature

e. Whether the subject prop-
erty is a fractional interest,
physical segment, or par-
tial holding

6. Identify the scope of work
necessary to complete the
assignment

7. Identify any extraordinary
assumptions necessary in the
assignment

8. Identify any hypothetical
conditions necessary in the
assignment

USPAP also requires appraisers
to identify and analyze the effect
on both use and value of the
existing land use regulations,
reasonably probable modifica-
tions of such land use regula-

Whether on-premise or
off-premise, a sign in

the generic sense may
possess one or more

traditional property
interests.
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1. Many of the questions are extracted from USPAP 2001 Edition, p. 14-16.  The Appraisal Foundation.  Not all appraisal assignments
come under the jurisdiction of USPAPs, but many of the USPAP standards and guidelines can provide valuable “process” assistance to
appraisers, brokers, and valuators.
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estate.

An overview of the appraisal
process as it relates to signage
provides additional insight.

1.  Definition of the Problem

In valuation, the first step is to
determine and define the apprais-
al problem.  For example, the
appraiser must identify property,
property rights, type of value to
be analyzed, and final use and
purposes of the appraisal.  

On premise signage valuation
and evaluation assignments can
vary significantly.  Almost uni-
formly however, they are classi-
fied as “complex assignments.”
Beginning licensed appraisers
who are not state certified for

TABLE 2
The Valuation Process

Definition of the Problem

Identification Identification Date of Use of the Definition Other
of the Real of the Value Appraisal of Value Limiting
Estate Property Estimate Conditions

Rights to Be 
Valued

Preliminary Analysis and Data Selection and Collection

General Specific (Subject and Comparables)
Social Site and Improvements
Economic Sales and Listings
Government Cost and Depreciation
Environment Income / Expense and Capitalization Rate

Highest-and-Best Use Analysis

Land As Though Vacant
Property As Improved

Land Value Estimate

Application of the Three Approaches

Sales Comparison Income Cost

Reconciliation of Value Indications and Final Value Estimate

Report of Defined Value



role in defining the
legal interest represent-
ed by an on-premise
sign.  For example, a
freestanding sign may
be part of a leasehold
interest because it is on
site, or, if it projects
over public space, it
may possess only a
license interest.
Because of differing
legal treatment, it is
imperative for an
appraiser to carefully
check local and state
law regarding the legal
standing of a site’s sign or visi-
bility component before com-
pleting the appraisal.  

The following example of dif-
fering state laws clearly illus-
trates this point.  In Indiana, a
sign anchored on private proper-
ty is accorded a leasehold or
fee-simple legal interest,
whether or not it projects over
public property.  In California,
the opposite is true – a sign that
projects over public property is
entitled to nothing more than
license protection, regardless of
where it is anchored.  Thus, in
Indiana, any rezoning that
would result in the taking of a
projecting sign requires com-
pensation to the owner.
However, in California, this
same taking of the publicly pro-
jecting, but privately anchored
sign would be considered a loss
of “mere license” and, thus,
noncompensable.  

One important caveat to this
local/state rule is that if federal
funds are involved in any way,
compensation for the taking of

any on-premise sign should be
considered obligatory.

2. Preliminary Analysis, and
Data Selection and
Collection

Comprehensive data selection
and collection are critical to
every appraisal, but especially to
signage appraisal.  Certainly,
preliminary analysis, and data
selection and collection method-
ology significantly impact the
quality of the valuation assign-
ment.  A completed but flawed
assignment is of little benefit to
anyone, and in many instances,
may create additional problems.  

Appraisers must gather both
general and specific data.
General data includes trending
information on the four forces
that influence value.  In apprais-
al and real estate theory these
are also humorously referred to
as the “GEES” forces:  G = gov-
ernmental; E = economic; E =
environmental; and S = social.
Of course, specific data on the
subject property and comparable
properties must be collected as

well.  

A critical factor in eval-
uating the contributory
value of a site’s visibili-
ty component is a thor-
ough understanding of
the general public’s
need for a communica-
tion system, as well as
the specific communi-
cation need of the indi-
vidual site.  To that end,
the appraiser must ana-
lyze the relevant sign
code(s), which may
regulate nearly every

element of a site’s visibility
component.  

In any appraisal of on-premise
signage, the appraiser should
keep in mind that he or she is
not establishing the physical
value of the sign itself, but
rather the value of the sign as
part of the site’s visibility com-
ponent.  

While the appraisal technique
and primary approach used may
differ in the valuation of on-
premise and off-premise sig-
nage, some crossover general-
izations are possible.  For exam-
ple, an appraisal of a high-rise
on-premise sign is more man-
ageable when the appraiser
understands that such signs
function similarly to outdoor
advertising structures.  Potential
customers react nearly identical-
ly to both sign types.
Additionally, customer profiles
and capitalization rates devel-
oped for the outdoor advertising
user can be equally relevant to
valuation of the high-rise on-
premise sign.

A sign’s contributory value to its site is the
product of two components:  (1) the site’s
overall visibility; and (2) how easily the
sign can be seen, understood, and safely
reacted to from the road.
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tions, economic demand, the
physical adaptability of the real
estate, and the market trends.  

Sign Types and Property
Interests

The sign industry and judicial or
administrative tribunals recog-
nize three sign categories:

1. Off-premise (or third
party/outdoor advertising)

2. On-premise
3. Miscellaneous

(temporary and
incidental)

Each category rep-
resents a property
interest, although it

is sometimes difficult to identify
what specifically that interest is
– real property or personal prop-
erty.  

Generally speaking, a permanent
on-premise business sign is con-
sidered an accessory use of its
site, representing a partial real
estate interest.  On the other
hand, in most jurisdictions an
outdoor advertising structure is
deemed a primary use of its
location, carrying with it the full

bundle of
rights
associated
with most
fee-sim-
ple inter-
ests.

Therefore, depending on type,
ownership, or location (or all
three), a sign in the generic
sense may possess one or more
traditional property interests.

For example, a sign may possess
nothing more than a present
contractual interest; in most
cases, however, it possesses a
license, an easement, a lease-
hold, or a fee-simple interest.
Further, a single sign may be
subject to more than one legal
interpretation regarding the legal
rights of its owner or lessee.  

State Law and Property
Interests/Legal Rights

State law may play a significant

Appraising the Economic Value of On-Premise Signs

These signs, though
simple and relatively
inexpensive to build,
are very valuable
because the business-
es themselves are not
visible from the road.
Without their signs,
few customers could
find them.



When the practical effect
of a sign code is to

downsize signs to the
point where they cannot

communicate to their
intended targets, these
signs become neutral-
ized, and the result is

comparable to removal.

2. Cleveland Area Board of Realtors v. City of Euclid, 965 F. Supp 1017 (ND Ohio 1997) states:  “In sum, the Court awards CABOR
$308,825.70 in attorneys’ fees and costs pursuant to 42 U.S.C., section 1988, 28 U.S.C., section 1920, and Fed. R. Civ. p. 54(d) ....”

on-premise signage, the highest-
and-best-use analysis must
demonstrate that sufficient sig-
nage exists (or can exist) to
allow the business in question to
operate normally compared with
similarly zoned and regulated
sites.  The issue turns on
whether the existing or proposed
sign can be detected as intended
and whether the sign’s content
(copy, graphics, or both) is able
to communicate as intended.  If
the sign is capable of detection
and communication as intended,
then highest and best use has
been attained.

On the other hand, if the
appraiser determines that the
existing or proposed sign does
not meet the visibility and read-
ability (or legibility) require-
ments for effective communica-
tion, the appraiser must first

determine if the necessary sig-
nage can be erected given the
location, layout, and surround-
ing topography of the subject
site.  (Per Test 1, is it physically
possible?)

If the answer to Test 1 is yes,
and the necessary signage can
be, or already is, erected, the
appraiser must then determine if
the subject signage, under the
controlling sign code, is legally
permissible (Test 2).  (Note:  If
the appraiser discovers that the
existing sign code does not per-
mit adequate sign placement,
size, or both, the appraiser
should consider a code excep-
tion, or variance, as a possible
solution to apparent prohibi-
tion.)

If the necessary signage passes
Tests 1 and 2 – it is physically

and legally possible – then the
appraiser must consider the cost
of construction and whether it is
affordable or economically fea-
sible for the owner (Test 3).  

If these first three tests are
answered affirmatively, the
appraiser must finally determine
the most economically produc-
tive use of the subject property –
the maximally productive issue
raised by Test 4.  

With respect to the signage-val-
uation part of the appraisal, Test
4 involves questions of sign
size, legibility or readability, and
conspicuity (a sign’s ability to
stand out from its background).
Clearly, if the subject sign can-
not be detected and read in time
to permit a motorist to brake or
change lanes and safely enter
the site, then the site cannot
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The Effect of Sign Regulations
on the Valuation Process

A de facto on-premise sign ban
occurs when a sign code sets
size, height, illumination, or
placement specifications or limi-
tations that render the sign no

longer readable or discernable
by the average viewer under
typical usage conditions.

A sign needs to be both conspic-
uous and readable to serve its
intended purpose – that is, to
convey its message.  Thus, for

example, when the practical
effect of a sign code is to down-
size signs to the point where
they cannot communicate to
their intended targets, these
signs become neutralized, and
the result is comparable to
removal.

Recently the city of Euclid,
Ohio, demanded that real estate
signs be reduced in size and dis-
played from the window only.
The city lost the resulting court
battle and was ordered to pay
nearly $309,000 in attorney fees
and costs to the plaintiff.2

In ruling against the city, the
court pointed out that time,
place, and manner regulation
must minimally guarantee that
an affected sign remains read-
able to a typical user – in this
case, the residential real estate
buyer.  

3. Highest-and-Best-Use
Question:  Is the Subject
Sign Readable?

Before the value of any real-
property interest can be estab-
lished, an appraiser must first
determine the most profitable
use of the property, both as it
exists currently and as it would
exist if it were vacant and ready
to develop.  This process
involves a four-pronged analy-
sis.  The proposed use must be 

1. Physically possible 
2. Legally permissible 
3. Financially feasible 
4. Maximally productive

To address the contributory
value of the subject property’s

Visibility/Valuation Case Studies

At the 2003 Retail Exposition, Mike Shotzbarger, Vice
President of Facilities and Development for TGI Fridays,
Redfish Seafood Grill & Bar, The Bamboo Club, and
Coopertown restaurants told his audience about a study the
company had done of the impact of signage on two of its
restaurants.  

In the first example, he discussed the TGI Friday’s in Long
Beach, California.  About 15% of sales at casual dining
restaurants are due to impulse visits – that is, people who
did not set out with that destination in mind stopped on
impulse when they saw the restaurant.  Typically, he said,
these franchises attain sales of $3 million annually.  This
particular restaurant, however, was doing over $4 million
per year in sales.  The company determined that it was the
business’s signage that made the difference, averaging
1,504,372 consumer exposures each month from the
60,000 cars passing each day (adjusted for load factor, sea-
sonal variations, and business hours).

Shotzbarger contrasted that successful restaurant to anoth-
er locality, the Bamboo Club in Scottsdale, Arizona.  The
typical Bamboo Club, he said, reaches $3 million in sales a
year, but the Scottsdale location is only bringing in
$2,200,000 in sales.  The store suffers from low customer
counts and can no longer withstand increased competition.
Its long term future is in doubt.  The problem?  The restau-
rant has poor visibility to the street – it is not allowed to
have any street signage, which it needs due to the fact that
it is difficult to access.  

Shotzbarger concluded that on-premise signage is the best
use of a business’s advertising dollars, and is the only way
to capture impulse sales.  He urged retailers to make their
business’s first impression to the customer a lasting one.

Appraising the Economic Value of On-Premise Signs



erty will sell for in an open mar-
ket, given typical market expo-
sure and a willing buyer and a
willing seller.  While this lan-
guage appears to lend itself
mostly to the sales approach,
which may not appear at first
glance to be applicable to on-
premise signage, the sales
approach can be employed to
establish the value of a high-visi-
bility site as compared to one of
low visibility.  This is so because
signage is an integral part of a
site’s visibility component.4

7.  Report of Defined Value

Once the appraiser arrives at a
final estimated value, the last
step in completing the valuation
assignment is to report the
results as appropriate to the
information and assignment.

The USPAP guidelines provide
minimum criteria for reporting
valuation assignments.  The val-
uation process outlined above
has been accepted as profession-
ally competent in both adminis-
trative and judicial forums.

Valuation
Techniques

Signage valuation and evaluation
problems cover a wide spectrum.
The problem can be
simple such as cal-
culating (for insur-
ance purposes) the
replacement value of
the hurricane dam-
aged on-premise
sign from a mom
and pop store.
Signage assignments
can also quickly

become complex such as an
assignment to ascertain the likely
financial impacts upon local
businesses if a contemplated
restrictive signage regulation
attempts to implement “amorti-
zation” provisions for existing
high-rise freeway-oriented on-
premise business signage.  A
governmental force such as that
described can have significant
negative impacts to on business-
es and in turn create a ripple

through a com-
munity’s econom-
ic infrastructure.

For the purposes
of this chapter,
important signage
valuations issues
and some exam-
ples will be dis-
cussed.  The dis-

Sidewalk signs
can become
essential to a
business, but
their function is
limited if they are
blocked from
view by vehicles
parked along the
street.

reach its maximum produc-
tivity.  The reason for
obscured or limited visibili-
ty may be due either to
restrictive sign ordinances
or topographical con-
straints.  Regardless of the
reason, however, the site
cannot perform fully at
highest-and-best-use levels,
making it less valuable, as
a whole, than a site with
average or better visibility.  

Before making a determi-
nation regarding maximum pos-
sible productivity, the appraiser
must separate marketing needs
from signage needs, and thor-
oughly understand a site’s visi-
bility component – the “whole”
and its “parts.”  And always, the
local sign code will impact the
analysis, particularly sign size,
placement, and illumination reg-
ulations.3

4.  Land-Value Estimate

Estimated land value must
directly correlate to any recon-
ciled highest-and-best-use deter-
mination.  For instance, if a real
estate site is zoned commercial,
and the appraiser determines
that the site’s highest and best
use is residential, the land-value
estimate is based upon the resi-
dential use and must according-
ly reflect residential-use values.  

When signage valuation is part
of the equation, the general rule
of thumb for commercial zones

or districts is as follows:  The
more signage permitted on the
property by the municipal sign
code, the more valuable the
property.  Conversely, if the
zone is denied optimally visible
and readable signage under the
controlling code, the property is
less valuable.  Clearly, if an area
is zoned commercial, but the
businesses located there are pro-
hibited from effective communi-
cation to the street, the zone
cannot function properly, and
both the improvements and
underlying land must be deval-
ued accordingly.  

If outdoor advertising is
involved in the appraisal assign-
ment, because such signage gen-
erally represents “one use
among many” of the subject
property, a difficult question
may be posed for the appraiser:
Will the presence of the outdoor
structure negatively impact the
total value or other uses of the
property?  The answer is, “it
depends.”  

5. The Three Valuation
Approaches and
Applications

In the absence of unusual
or mitigating circum-
stances, an appraisal
requires using three dif-
ferent approaches to
arrive at a realistic value
determination:  (1) market
comparison (comparable
closed sales or executed
leases), (2) anticipated
income, and (3) cost of

replacement – and many times,
substitution.  (We will examine
these three approaches more
closely in the next section of
this chapter.)

6. Reconciliation of Value
Indications and Final Value
Estimate

All three valuation approaches
arrive at value indications using
different market data.  After
each approach is completed and
analyzed, the reconciliation
process begins.  Ideally,
throughout the process, the
appraiser applies tests of reason-
ableness and reliability to the
information gathered, and then
adds to the mix his or her own
expertise and experience, ulti-
mately arriving at a reconciled
final and defensible value deter-
mination.  

The determination of value, in
general terms, establishes the
most probable price that a prop-

The presence of an outdoor advertis-
ing structure on a piece of property
does not necessarily reduce the
value of that property.
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3.  For readability/legibility guidelines, see the Federal Highway Administration’s Manual on Uniform Traffic Control Devices, supra, and
companion literature.
4. In addition, other “signage” elements such as building design, lighting, window signs, product displays and dispensers, and landscaping
contribute to the enhancement of the visibility component of the retail site.  However, in the final analysis, it is the on-premise sign that
best announces the availability of goods, products, or services to the public.



erally required to establish mar-
ket value, no appraisal can be
accurate if it does not have
some market data to support the
final estimate of value.  And the
market comparison or sales
approach can be used, with
some modification, in signage
appraisal.  

While outdoor advertising struc-
tures or plants enjoy an active
sales market, on-premise signs
do not; the visibility/communi-
cation function performed by
the on-premise sign is not sepa-
rately bought and sold.  Despite
this absence of traditional mar-
ket sales data, other appropriate
market data do exist for on-
premise signs.  Finding this data
is just a matter of broadening
one’s definition of market data
to include how much the market
is willing to pay for a high-visi-
bility site.

The direct approach is to first
locate sites with various levels
of visual communication expo-
sures to the street, obtain
square-foot rental figures for
each site, and then determine the
square-foot rental differences
per month (or annually) among
the sites.  

The value of a commercial site’s
visibility component is typically
reflected in the rental or lease
rates it commands, as well as
the fair market value of the
property as a whole.  Location,
parking, and accessibility also
are dominant appraisal factors,
but visibility considerations can
be extracted
from other
valuation
indicators.
Current lease
and rental
rates should

be researched and compared.
Rate information should be
obtained from a variety of com-
mercial centers.  It is also
important to obtain site maps of
the each of the shopping centers
and commercial suite layouts if
possible.  The market informa-
tion is analyzed from several
commercial shopping centers,
compared and reconciled.  As a
simplified example, rate infor-
mation for a six tenant 9,000 sf
shopping center in Suburban,
USA is summarized and the
commercial suites with and
without visibility to the street
are arrayed.  

In the example on the
following pages, the
difference between the
commercial suites with
visibility and non-visi-
bility to the busy com-
mercial street is noted

5. See National Advertising Co. v. City of Monterey, 464 P. 2d 33 (Cal. 1970).

cussion is not intended to be a
definitive treatise on all valua-
tion issues and/or all analytical
techniques associated with sig-
nage.  

Generally, appraisal of commer-
cial real property addresses three
locational factors – visibility,
accessibility, and parking.  Since
a sign’s contributory value to its
site is the concern of signage
appraisal, determination of that
value will concentrate on the
visibility factor.  In this book,
the visibility factor is broken
into two components:  (1) the
site’s overall visibility, and (2)
how useful the sign is to passing
motorists; that is, how easily it
can be seen, understood, and
safely reacted to from the road.

For any business, the on-premise
sign provides a great number of
message exposures to potential
customers driving by, usually at
a fraction of the cost of other

advertising media.  As part of
the valuation, the appraiser
eventually must address ques-
tions:  

1. What percentage of the sign’s
target market is exposed to
the message?

2. How many repetitions of the
message does the viewer
receive?

3. How much does it cost to
reach a given number of peo-
ple? (Or how much does it
cost to acquire a customer?)

When the appraiser has
answered these questions, he or
she generally can determine a
sign’s cost-effectiveness com-
pared with other media – and
establish its value based on net
revenues attributable to its pres-
ence.  

To determine a sign’s value, the
appraiser utilizes the three tradi-
tional approaches to valuation –

market comparison, anticipated
income, and cost-of-replacement
(or substitution).

Market Comparison
Approach

For a businessperson or profes-
sional dealing with the realities
of the marketplace, the value of
something is a direct reflection
of what a consumer or client is
willing to pay for it.  However,
judges and administrative hear-
ings officers do not often look
favorably upon the use of sales
price as the sole determiner of
market value.  While repeated
market sales may provide a basis
for determining damages, adju-
dicative tribunals almost always
refuse to accept that evidence of
price derived from isolated or
distinguishable sales is control-
ling in the matter.5

Even though more evidence than
price or “the going rate” is gen-

This restaurant’s
existing signage was
insufficient to attract
customers.  An eco-
nomical and legally
permissible solution
was the placement of
a sandwich board sign
on the sidewalk out
front.  Whether or not
these types of signs
were used by the
business must be
taken into account
when considering its
economic success or
failure.
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Almost always,
locations with
optimum frontage
visibility com-
mand higher rents
than sites lacking
such visibility.



enues a property interest can
conceivably generate, and relat-
ing this income stream to value.
In the context of signage
appraisal, the focus of the
approach is on establishing the
percentage of business revenues
traceable to customers or clients
who entered the premises solely
because they saw the sign.  

When using this approach, the
appraiser must first correctly
categorize the subject business
or site, because the income
attributable to on-premise sig-

nage varies by business catego-
ry.  The appraiser must also
know if the business intends to
rely more on customers within
the local trade area, or on non-
local or in-transit consumers.  

For example, in most cases, the
point-of-distribution retailer,
dependent upon impulse stops,
has greater need for signage
than does the trade-area-oriented
retailer, with whom consumers
have regular visual contact.
Signage is somewhat less signif-
icant in destination retailing

because the customer is bound
for that particular commercial
destination anyway.  However,
the destination retailer still
requires identification and direc-
tional signage optimally visible
to the street.  

Gathering the information nec-
essary to the income analysis is
intensive work because it is
dependent in part upon con-
sumer research.  One research
tool is the point-source survey
designed to determine what
prompted the stop of a first-time
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at $5/ft annually.  As a percent-
age, the non-visible commercial
units are receiving a 23%
(rounded) discount.

The plot plan the suburban
shopping center (below right)
depicts the physical placement
of each of the suites in relation
to the adjacent street.  Suites E
and F do not have direct access
to the commercial street.
Typical commercial candidates
for the suites without visibility
are destination-oriented busi-
nesses that are less dependent

upon impulse-oriented traffic to
be drawn in from the street.
The gathered data from each
shopping center is arrayed and
their accompanying plot plans
reviewed.  The appraiser then
reconciles the analyzed market
data from the commercial rates
with and without the street visi-
bility and/or the ability to com-
municate with the street.

Comparison of street exposure
and rent per square foot for each
comparable site will disclose
nearly every time that locations

with optimum frontage visibility
command far higher rents than
sites lacking such visibility.
Market data research, analysis,
and reconciliation provide a
range of value indications that
help an appraiser arrive at a rec-
onciled value estimate for the
contributory value of the visibil-
ity component of commercial
sites.  

Income Approach 

In brief, the income approach
involves anticipating the rev-

Location is a dominant appraisal factor, and in some cases visibility of a site can be
affected by expectation.  The businesses on the left are located in a residential area,
where they are grandfathered.  Further down the street, in a heavy commercial area, is
the strip mall on the right.  Businesses in the strip mall attract more customers than the
grandfathered shops in the residential zone.  Their visibility factor is to a high degree one
of expectation - being located where such businesses are expected to be found.

Plot Plan:  Suburban Shopping Center

A B C D

E F

Summary Grid of Market Leases

Six Tenant 9,000 sf Shopping Center, Suburban, USA

Suite A Suite B Suite C Suite D Suite E Suite F Total

Description See Plot See Plot See Plot See Plot See Plot See Plot

Annual Lease $55,000 $27,500 $22,000 $55,000 $17,000 $12,750 $189,250

Store Sq. Ft. 2500 sf 1250 sf 1000 sf 2500 sf 1000 sf 750 sf 9,000 sf 

Price/Sq. Ft. $22/ sf $22/ sf $22/ sf $22/ sf $17/ sf $17/ sf   

Location Same Same Same Same Same Same   

Shopping Shopping Shopping Shopping Shopping Shopping  

Center Center Center Center Center Center   

Parking Common Common Common Common Common Common

Visibility Yes Yes Yes Yes No No

As part of the valuation process, the appraiser must
consider the  number of exposures the sign generates
for the business and the cost to the business of each
new customer the sign acquires for the business.

Appraising the Economic Value of On-Premise Signs



consider a fast food
restaurant chain that
offers a standardized
breakfast, lunch and
dinner menus and has
normal hours of opera-
tion between 5:00 am
to 11:00 pm.  They
have several hundred
stores in the United
States and Canada
with aggressive plans
to expand.  The com-
pany uses extensive
national and regional
newspaper and other
media advertising to
attract new customers.
The company’s marketing and
research department conducts
and maintains extensive demo-
graphic, survey and trending
information on their locations
and their customer base.  

Before locating in a new area,
the company completes a demo-
graphic profile to ensure that
they can match their customer
base.  Their business operating
data is established both locally
and nationally.  They conduct
site surveys and decide on the
best suited location in an area of
a town that also relies heavily
upon tourism.  They specifically
locate on a commercial street
that is also located next to a
freeway.  Municipal site
approvals for the store include
that of a freeway-oriented high-
rise sign that depicts the chain’s
recognized logo.  The company
also owns the underlying build-
ing and real estate.  Other busi-
nesses in this commercial dis-
trict also have freeway-oriented
signs and cater to highway
users.  

The local municipality is pro-
posing a restrictive sign code
that would require the removal
of the company’s freeway-ori-
ented sign within 90 days of the
ordinance’s enactment.  The
company hires the appraiser to
analyze the likely adverse
impacts to its business from the
loss of the freeway-oriented sig-
nage.  Any value impact to the
underlying real estate due to the
proposed restrictive sign code
would require a separate analy-
sis (not included in this exam-
ple).

A complex assignment such as
this requires a variety of
appraisal techniques and analy-
sis.  The appraiser requests,
receives, and analyzes historical
and current income data not
only for the subject store, but
also from its other stores.  The
appraiser also has access to the
company’s marketing and demo-
graphic information as well as
company site selection data and
criteria.  Additionally, the
appraiser must address the pro-
posed governmental action to

report the findings to
the municipality staff
and tribunal.

With three years of the
store’s operating
income and history, the
appraiser produces a
stabilized operating
income and expense
statement for the store.
Two representative
customer surveys are
conducted on site, with
results indicating that
26% to 30% of the typ-
ical purchasing cus-
tomers surveyed came

to the store because of the sign
that they saw from the freeway.
The appraiser reasonably recon-
ciles the surveys giving them
equal weight and estimates that
approximately 28% of the
store’s customers came because
of the sign.  The freeway-orient-
ed sign cannot be relocated on
the site.  Other forms of media
cannot compensate for the loss
of the place based sign that
communicates with passersby
along the freeway.

For purposes of the illustration,
the company’s gross income is
$500,000 annually.  Applying
the 28% loss to the gross rev-
enues reduces the gross poten-
tial income by $140,000.  From
the stabilized operating state-
ment, 40% of the gross income
is absorbed in expenses to leave
a net operating loss of income
of $84,000 for one year.  The
appraiser gathers and reviews
various capitalization rates to
match the profile of the busi-
ness.  For purposes of the analy-
sis, a rate of 11% is used.

The point-of-distribution retailer, dependent
upon impulse stops, has greater need for
signage than does the destination retailer,
whose customer was bound for that partic-
ular commercial destination anyway.
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customer or client – word-of-
mouth, the Yellow Pages, a
radio or television spot, or the
on-premise signage.  

Another source is the typical
chain store or franchise, which
generally has access to compre-
hensive marketing data showing
revenues attributable to a site’s
signage.  However, many of
these businesses or their parent
companies consider such infor-
mation to be a “trade secret”
and are often reluctant to share
it.  

While most nonchain or non-
franchised businesses have some
verifiable knowledge of the
sign’s impact on business rev-

enues, when working with a true
mom and pop business, the
appraiser may need to commis-
sion a separate market survey to
obtain necessary data.  In the
latter instance, trade associations
for such independent, small-
business enterprises may be able
to provide or verify information.  

In any event, reliable informa-
tion documenting the interaction
and interdependence of signage,
customer behavior, and revenue
is critical to the valuation.  The
careful
signage
appraiser
always
obtains the
services of

a marketing expert or outside
consultant if data cannot be rea-
sonably discovered, or if data in
hand may be suspect or insuffi-
cient.  In the event of litigation,
the tribunal will insist upon such
care and attention to properly
decide the matter.  

Generally, the income approach
has many valuation techniques
and methods due to the variety
of income streams and circum-
stances surrounding income pro-
ducing business or real property.

Signage assignments
involving income valu-
ation and evaluation
also vary.   

By way of example,

Appraising the Economic Value of On-Premise Signs

Businesses like
these, which
depend on impulse
customers, can be
greatly damaged by
the loss of their
freeway-oriented
sign.



First, assume the advertiser has
scheduled the following major
media exposures over a 
four-week period:

Outdoor Advertising:  #50
Showing 30-Sheet Posters (32
illuminated, six non-illuminated
panels).  
Estimated Cost:  $33,630.

Radio:  Total scatter plan
(Monday–Friday, 6 a.m.–mid-
night).
Estimated Cost:  $33,681.

Television:  Five dayparts (early
fringe, early news, prime time,
late news, and late fringe).
Estimated Cost:  $33,571.

Newspaper:  21 quarter-page
insertions in a major regional
newspaper (e.g., The San Diego
Union/Tribune or The Los
Angeles Times).

Estimated Cost:
$32,950.

Next, assume that
gross exposures
for each medium
are as follows:

Gross Exposures (or
Impressions) (in millions)

Outdoor Advertising: 20.1
Radio: 6.0 
TV: 2.8 
Newspaper: 8.9 

Based on these gross exposures
and the costs of the various
media as noted in the schedule,
cost-per-thousand exposures may
be calculated for each medium.

Cost Per Thousand Exposures
(or Impressions)

Outdoor Advertising: $  1.70
Radio: $  5.60
Television: $12.00
Newspaper: $  3.70

This cost information on these
alternative media sources can be
used for determining the cost of
substituting any or all of these
other media for the lost sign.  To

make this com-
parison, these
same frequency
measures must
be determined
for the on-prem-
ise sign.

Traffic-Flow Data

The starting point for calculating
viewer exposures to an on-prem-
ise sign, and the cost per thou-
sand of such exposures, is to
measure the traffic flow on the
street or highway from which the
sign is visible.  Because the flow
may vary daily, monthly, and
seasonally, traffic-flow data is
prepared showing average annu-
al 24-hour traffic volume.  In
addition, the measurement
accounts for the number of pas-
sengers per vehicle.  Stated in
terms of load factor, typical
numbers of viewers per vehicle
are as follows:

Incorporated areas 1.38 – 1.6
Unincorporated areas 1.7 – 2.9
Vacation travel 3.0 – 3.5

Traffic-flow maps for interstate
and primary highways can be
obtained from most state depart-
ments of transportation.  In addi-
tion, cities and counties often
publish street-system traffic
counts.  And most municipal
transportation engineers can pro-
vide not only last-published traf-
fic counts, but also updates,

The cost per thou-
sand exposures for
a newspaper can
easily be ten times
as expensive as the
cost per thousand
exposures for an
on-premise sign.

The appraiser can directly cap-
italize that lost income stream
by utilizing the overall capital-
ization rate:

Loss of Net 
Operating Income

Overall Capitalization 
Rate

$84,000

0.11

In other words, the $84,000
annual damage to the business
can be purchased for $764,000
at a rate of 11%.  An investment
vehicle of similar risk as the
business assumes, which in turn
provides an 11% return, can
minimize the negative impact
that the loss of the freeway-ori-
ented sign would have on the
business.  It would be designed to
provide the replacement income
to the business to keep that busi-
ness functioning at similar levels.

The business must notify the
municipality that the business
will sustain significant damages
if the restrictive code is passed.
The business should also remain
an active participant in the
administrative process to
exhaust all remedies available at
each administrative or judicial
step in the process.  It is likely
when municipal and tribunal
authorities understand the type
and extent of financial harm
being inflicted upon this and
other similar businesses in town
that the proposed regulations
will be reassessed.  

Again, signage assignments will
vary.  Most signage assignments
utilize some form of income
analysis.  A variety of tech-
niques and analyses are avail-
able for the appraiser to apply
based upon the valuation and
evaluation issues at hand.  

Cost-of-
Replacement (and
Substitution)
Approach

This approach estimates the cost
of replacing or substituting an
existing property interest with
another of equal value.  In sig-
nage appraisal, the appraiser is
not considering the cost to
replace the sign itself with
another sign, but rather to
replace the sign’s communica-
tion abilities by other media.
In signage appraisals, the cost of
alternate media is what apprais-
ers would consider, in legal
terms, to be the “gravamen” of
the case – the most significant
part of the sign owner’s griev-
ance.  This is especially true in
cases of regulatory takings.
Thus, the term cost of substitu-

tion more accurately reflects
this approach.  

To find substitutes for lost
visual communication via sig-
nage and determine compara-
ble costs of other advertising
media – television, radio,
newspapers, Yellow Pages,
and direct mail – the appraiser
will primarily rely on frequen-
cy measures.  Frequency data
addresses how many times a
viewer, reader, or listener is

exposed to an advertiser’s mes-
sage.  Exposure frequency is
calculated in increments of
1,000.

A newspaper advertiser, for
example, can accurately deter-
mine how many people were
exposed to an advertisement,
based on the number of newspa-
pers sold.  It is harder to deter-
mine exposure frequency for on-
premise signage because its
period of display is not finite – a
sign is communicating its mes-
sage 24 hours a day, 365 days a
year.  Further, many drivers are
just passing through and may
see the sign only once; other
drivers, who live or work close
by are exposed to the sign many
times.  

The value of the exposures (or
impressions) provided by the
subject medium is calculated
according to formulas involving
“gross exposures” (or impres-
sions), and “cost-per-thousand
exposures” (or impressions).
The following example offers a
comparison of the exposure val-
ues of major media.6

Other forms of media cannot
compensate for the loss of
the place based sign that
communicates with passersby
along the freeway.
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6. Media Market Guide:  Telmar Generic Radio Planner, Print Planning & Maket Maestro Systems; Gallup Math Model.  All calculations
are rounded.

=  Value

=  $763,636
Rounded 
$ 764,000



Page 238

mates 90% of the traffic rep-
resents local residents and
10% of the traffic is from
non-local or transient con-
sumers.  

Calculation:  0.90 x 28,000 =
25,200 local ADT per 24-hour
period.

3.  Multiply the ADT for local
traffic by 30 to get the
monthly total.

25,200 x 30 = 756,000/month.

4. Assume that the sign is locat-
ed in a trade area with a pop-
ulation of approximately

200,000 people (or 62,500
households).

5. Assume 10 vehicle trips per
month per resident (for work
commutes, shopping trips,
recreation, etc.).  Ten trips per
month are the standard for
trade areas containing 62,500
households.  (For areas of
fewer than 62,500 house-
holds, the standard factor
would increase, because resi-
dents of smaller communities
or trade areas have fewer con-
sumer choices; conversely, for
areas larger than 62,500
households, the factor would
decrease.)

6. Relate the monthly ADT to
area household trips by divid-
ing 756,000 by 10:  

756,000
10

From this sample calculation, we
can conclude that on average,
75,600 trips by individuals in
area households are made past
the sign’s location every month.

To ensure as completely as pos-
sible that signage exposure costs
are realistically stated, the
appraiser should enlist the assis-
tance of a transportation engi-
neer when undertaking the traffic

which may disclose an increase
or decrease in traffic flow.
(Other information sources are
the Traffic Audit Bureau (TAB)
and the Outdoor Advertising
Association of America
(OAAA)).  

Gross traffic counts alone will
not indicate the number of
potential customers.  Several
other factors must be considered.
For example, a truck driver is
not likely to stop at a fast food
restaurant if the facility does not
provide parking space sufficient
to accommodate the truck; nei-
ther is the commuter likely to
stop at a home-improvement
store during early morning com-
mute hours.

One of the
biggest
mistakes
made in

analyzing cost-per-thousand
exposures for signage is the fail-
ure to match customer profiles
with traffic flow.  Therefore,
before calculating a sign’s cost-
per-thousand exposures, the
appraiser must obtain reliable
information on driver profiles in
addition to traffic volume.
Origin/destination studies offer
reliable data in these circum-
stances.  

To assist the appraiser in under-
standing the variables at work
and the traffic count information
provided by other sources, a
sample calculation to determine
trade area coverage is needed.

Sample Calculation to
Determine Trade Area

Coverage

1. Obtain the average
24-hour daily traffic

count (ADT) for the street
fronting the site.  
This information should be
readily available from a local
traffic engineer, a city traffic 
engineer, or a county or state
highway transportation
department.  The information 
source should also provide:

(a) the year that the last sur-
vey was done, and if
more than 12 months has 
elapsed, the engineer’s
current estimate.

(b) the engineer’s estimate
of transient traffic as a
percentage of the total, if
an interstate or primary
highway is involved.

2. Assume the engineer provides
a current estimate of 28,000
vehicles per day passing the
subject location; further
assume that the engineer esti-

Though these
signs are quite old,
their value can be
determined in part
based upon the
number of cars
that drive by them
each day.

The Impulse Trade

While typical trip-generation rates are derived from counts taken at the driveways of various land uses,
not all trips generated at the driveway represent new trips made for the express purpose of entering the
site.  Instead some stops are made by motorists who did not set out for the site, but who enter it as an
intermediate stop on the way to or from another destination.  The Institute of Traffic Engineers (ITE)
refers to this type of stop as a “pass-by trip.”  For purposes of this book, it is defined as an “impulse
stop.”  The percentage of pass-by trips or impulse stops varies by land use.  Table 3 sets out ITE esti-
mates regarding the percentage of stops attributable to motorists for whom the site is not the primary
destination.  It is clear from the table that impulse trade is very important to many businesses.  And
because the stops are not planned, it is unlikely such stops would be made without optimum communi-
cation to the street by the businesses.

= 75,600/month

Table 3
Impulse-Stop Percentages

Impulse-Stop 
Land Use Percentages

Shopping Center
-Larger than 400,000 sq.ft. Gross Area .20
-100,000 to 400,000 sq.ft. Gross Area .25
-Smaller than 100,000 sq.ft. Gross Area .35
Convenience Market .40
Discount Club/Warehouse Store .20
Fast Food Restaurant .40
Sit-Down Restaurant .15
Service Station .45
Supermarket .20



Calculating Cost-per-Thousand Exposures (or Impressions)

Following are sample calculations for determining the differences between major media advertis-
ing.  The general assumptions are that the advertising occurred over a four-week period, with an
equal amount (approximately $33,000) spent on each medium.

Cost-per-Thousand Exposures – Television

Assumptions:
1.  Gross impressions (exposures): 2.5 million
2.  Gross impressions in thousands: 2,500
3.  Total media cost:  $33,000
4.  Cost-per-thousand exposures formula:

Cost per thousand = total media cost 
gross impressions

$33,000
2,500

Cost-per-Thousand Exposures – Television:  $13.20

Cost-per-Thousand Exposures – Radio

Assumptions:
1.  Gross impressions (exposures):  5.1 million
2.  Gross impressions in thousands:  5,100
3.  Total media cost:  $33,000

4.  Cost-per-thousand exposures formula:
Cost per thousand = total media cost 

gross impressions

$33,000
5,100

Cost-per-Thousand Exposures – Radio:  $6.47
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flow analysis.

Comparing Media
Coverages and
Costs

The examples on this page and
the following two pages com-
pare media coverages and relat-
ed costs, based on traffic count
information, plus adjustments as

necessary.

Calculating Gross Exposures
of an On-Premise Sign

To establish gross exposures, the
appraiser takes the following
steps:  

1. Begin with the average 24-
hour traffic count (ADT).

2. Multiply the ADT by 30 to
establish monthly count.

3. Multiply the monthly count
by load factors (adjusted for
rural, incorporated, or unin-
corporated location of subject
sign).

4. Adjust the calculation in step
3 (monthly count by load fac-
tors) using origin/destination
trips to determine those view-

Appraising the Economic Value of On-Premise Signs

Sample Calculation for Gross Exposures of One Sign

Assumptions:
1.  Traffic volume (ADT): 30,000 vehicles per day

2.  Monthly traffic volume: 900,000 vehicles
30,000 x 30 days = 900,000 

3.  Adjusted for load factor: 1,242,000 exposures
Using the load factor for an incorporated area 
(1.38 people per car), calculation of gross 
exposures in a 30-day period is as follows:  900,000 x 1.38 = 1,242,000

4.  Adjusted for origin/destination trip data:  931,500 exposures
(assuming 75% potential customers)
75% x 1,242,000 = 931,500

5.  Adjusted for expected loss of potential customers 
due to business hours of operation: 791,775 exposures

(assuming 15% “waste” factor)
85% x 931,500 = 791,775

6.  Adjusted for seasonal traffic variations: 752,186 exposures
(assuming 5% seasonal variation)
95% x 791,775 = 752,186 

Gross Exposures to Potential Customers after
All Adjustments:  752,186 in a 30-day period

Sample Calculation of Gross Rating Points (GRP) for One Sign

Assumptions:
1.  Current traffic flow for 24-hour period: 30,000 vehicles

2.  Total exposures in a 24-hour period: 41,400 exposures
Traffic x load factor
(30,000 x 1.38) = 41,400

3.  Total population in subject SMSA:  400,000 residents

4.  Gross ratings points (GRP) formula:
GRP = Load factor divided by market population x 100

  41,400 
400,000

Gross Rating Points:  10.35 for a 24-hour period

The on-premise sign in the preceding examples reached a number of exposures equal to 10.35% of
the total market population during one 24-hour period.  Over a 30-day period, the sign would have
received a total of 1,242,000 exposures, of which 752,186 would have reached or “spoken to”
potential consumers.

x 100 = 10.35

Cost per thousand = = $13.20

Cost per thousand = = $6.47

(calculations continue on next page)
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Cost-per-Thousand Exposures – On-Premise Sign

The on-premise sign is a permanent asset that is usually owned, not leased, by the business it
advertises.  Therefore, its cost-per-thousand-exposures evaluation is more complicated than that of
the other media because it is not based on a finite period of broadcast/display time.  Instead, its
evaluation is based on the original cost of the sign (design/production and construction/placement
costs), plus maintenance expenses and depreciation, as well as factors relating to trade area demo-
graphics and traffic counts (or readership).  To illustrate, we will again use $33,000 as the cost of
the sign, and calculate the cost-per-thousand exposures as follows:

Assumptions:
1.  Initial cost of sign design, production, and installation: $33,000 (for two faces) 
2.  Amortization period: 7 years
3.  Cost of sign per month: $393

($33,000 divided by 7 years or 84 months = $393 per month)
4.  Estimated traffic count (after all adjustments): 60,000 cars per day
5.  Estimated monthly traffic counts 1.8 million cars per month

(60,000 x 30 days = 1.8 million)
6.  Monthly gross impressions in thousands: 1,800

(1.8 million divided by 1000 = 1800)
7.  Cost-per-thousand exposures formula:

Cost per thousand = monthly media cost 
monthly exposures

$ 393
1,800

Cost-per-Thousand Exposures – On-Premise Sign:  $0.40

The preceding media cost comparisons clearly show that the on-premise sign provides message
exposure to a large pool of potential customers, at a fraction of the cost of other media.  If for any
reason a business lost an optimally visible and readable on-premise sign, the cost to replace the
sign’s exposures for any length of time with other media would be prohibitive for many businesses,
particularly small businesses.

owner decided to go head-to-
head with Home Depot and initi-
ated a total remodel of his old
and obsolete stores (“old” with
respect to structure and “obso-
lete” with respect to on-site mar-
keting techniques, including sig-
nage).  

The chain’s stores were located

in Crescenta Valley, Valencia,
Simi Valley, and Thousand Oaks.
Each of the stores, before and
after remodeling, equaled
approximately 44,000 square
feet of retail space.  Prior to the
remodeling, signage for all four
stores was similar, and gross
sales per store were within 15%
of each other.

Because the stores were located
in different trade areas, with dif-
ferent municipal sign codes, the
owner had to tailor each store to
fit the relevant code.  Although
he was able to standardize his
building storefronts with respect
to corporate logo and colors to
some extent, the owner could not
standardize the balance of his
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Cost-per-Thousand Exposures – Newspaper

Assumptions:
1.  Gross impressions (exposures): 9.5 million
2.  Gross impressions in thousands:  9,500
3.  Total media cost:  $33,000
4.  Cost-per-thousand exposures formula:

Cost per thousand = total media cost 
gross impressions

$33,000
9,500

Cost-per-Thousand Exposures – Newspaper:  $3.47

Cost-per-Thousand Exposures – Outdoor Advertising

Assumptions:
1.  Gross impressions (exposures): 20 million (adjusted traffic count)
2.  Gross impressions in thousands:  20,000
3.  Total media cost: $33,000
4.  Cost-per-thousand exposures formula:

Cost per thousand = total media cost 
gross impressions

$33,000
20,000

Cost-per-Thousand Exposures – Outdoor Advertising:  $1.65

ers who may actually be con-
sidered potential customers.

5. Adjust the calculation again
for hours of operation of the
business.

6. Adjust the calculation again
for seasonal ADT shifts.

Matched-Pair
Analysis (technique)

Matched-pair analysis is a valu-
able tool to appraisers seeking to
establish or understand what the
market will pay for a retail site’s
visibility component. In residen-
tial property appraisal, matched-

pair analysis is routinely used to
bolster value determinations
reached via other methods.  

For example, to arrive at a rea-
sonable value for a tract home,
the appraiser will look at recent
market sales data concerning
two nearby tract homes, similar
in every way except location.
One home, which sold for
$100,000, is located on a busy
collector street, and the other,
which sold for $110,000, is
located on a quiet residential
side street.  The appraiser may
reasonably assume and report

that the $10,000 difference
between the two otherwise com-
parable homes is due to location.  

Matched-pair analysis also can
effectively identify the differ-
ences in value of comparable
commercial locations that are
traceable to the visibility compo-
nent.  An excellent example of
such analysis is provided by the
experience of a small, four-store
independent chain of home-
improvement centers located in
southern California.  In this case,
Home Depot moved into the
small chain’s trade areas.7 The

Cost per thousand = = $3.47

Cost per thousand = = $1.65

Cost per thousand = = $ .40

7. Home Depot, a big-box, single-category, national retailer, is known in the home-improvement business as a “category killer” - in other
words, it often puts smaller, local home-improvement retailers out of business.



narrow border wall signage.
Although the on-premise sign is
tall and located close to the
street, the store must share the
sign with others, because the
code does not permit individual
freestanding signs for retailers
located in a retail “ribbon.”

Thousand Oaks’ sign code is
very restrictive, and the site’s
storefront signage is limited to a
small entrance sign and two
small hanging signs at either
end of the building.  The free-
standing, on-premise sign is
located on a landscaped strip
next to the road.  Because the
code limits sign size to 6 x 6
feet, the sign’s visibility is
severely compromised by sur-
rounding foliage.

Following the remodeling of the

stores, and despite Home
Depot’s presence, the independ-
ent owner’s Crescenta Valley
store increased its sales by 45%
and the Valencia store by 38%.
On the other hand, the Simi
Valley store’s increase was only
20%, and in Thousand Oaks, the
store increased sales only 10%.
Further, the difference in sales
volumes between the Thousand
Oaks store and the Crescenta
Valley store, which prior to the
remodeling was only 15%,
increased to 35.5%.8

The store owner did not increase
local media advertising subse-
quent to the remodel.
Therefore, the disparate increase
in sales volumes can only be
attributed to the availability, or
lack thereof, of on-premise sig-
nage easily visible and readable

to street traffic.

Matched-pair analysis is espe-
cially useful to both the market-
comparison and income valua-
tion approaches.  However,
great care must be taken to
assure that the comparable sites
are indeed closely similar.

In the earlier residential exam-
ple of the two tract homes, the
homes were identical except for
location.  Thus, the difference in
value between the two reason-
ably could be traced to location.
In the retail example, the store
sizes, products and services, and
pre-remodeling sales and sig-
nage were fundamentally identi-
cal for comparative purposes.
The post-remodeling differences
in sales volumes, with all other
things remaining equal, then

A significant number of
consumer exposures are
lost for this business at
night because its sign is
not illuminated and can-
not, therefore, be seen
by passing traffic.
Furthermore, it is difficult
to tell whether or not the
restaurant is even open
for business (it is). 
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8. This information was obtained from a presentation and handout made by Jess Ruf, chairman of Do-It Center, Inc., Van Nuys,
California, at a meeting of sign industry and American Planning Association representatives in Cleveland, Ohio in Febuary, 1996.

on-premise signage – specifical-
ly wall or fascia signs and free-
standing signs.

Crescenta Valley has a progres-
sive, liberal sign code that per-
mitted the chain owner to place
a large storefront wall sign over
the main entrance of the build-
ing and border wall signs listing
products (for example, house-
wares, paint, electrical, and
plumbing) along the sides of the
building.  A large, double-pole

freestanding sign displaying cor-
porate colors and logo is also
placed adjacent to the street.
The sign is not shared with any
other retailer and has a variable-
message board that permits the
owner to advertise special sales.  

Valencia has a code similar to
Crescenta Valley, and the owner
was allowed to place large wall
signs over the main entrance
and along the sides.  In contrast
to the Crescenta Valley location,

however, the visibility of the
freestanding sign is somewhat
hampered by a landscape medi-
an between the street and sign,
and a parking barrier in front of
the sign.  The sign is also short-
er in height.

Simi Valley has a much more
restrictive sign code than either
Crescenta Valley or Valencia,
and consequently, the site’s
storefront signage is consider-
ably less prominent, limited to

One of the biggest mistakes
made in analyzing cost-per-
thousand exposures for sig-
nage is the failure to match
customer profiles with traffic
flow.  Therefore, before cal-
culating a sign’s cost-per-
thousand exposures, the
appraiser must obtain reli-
able information on driver
profiles. For example, com-
muters are unlikely to stop at
Home Depot on their way to
work.  An origin/destination
study would reveal this and
result in more reliable data. 

Crescenta Valley Simi Valley

Thousand Oaks Valencia



near the higher
assessed building.
The lower tax-
assessed building
had not been recent-
ly renovated, had a
variety of different
locational character-
istics, and had dif-
ferences in the com-
mercial tenant/uses
and profiles.

A few months prior
to the analysis, the
community where
the higher tax
assessed building
was located had enacted a
design review sign code, which
was reflected in the boutique,
fascia signage of the renovated
building.  The other community
did not have a design review
sign code.  The lower tax-
assessed building displayed a
variety of signage – projecting,
wall, window, and roof – in a
variety of sizes and shapes, with
varying levels of copy legibility.  

The 1994 assessed value of the
building located in the munici-
pality with a design review sign
code was  $4.5 million (or
approximately $150 per square
foot); the 1994 assessed value of
the other building that did not
have a design review sign code
was $1.5 million (or approxi-
mately $56 per square foot).

The researcher attributed the $3

million difference in assessed
value solely to the difference in
sign codes – a difference, of
course, reflected in the signage.
However, this conclusion was in
error.  Many more variables than
sign code were at issue, the
most significant of which were
those associated with respective
locations in neighborhoods of
substantially differing popula-
tion mixes, income levels, and
consumer profiles.  Because of
the myriad variables between
the two buildings, they were not
comparable for purposes of
attributing either add-on or take-
off value to the influence of a
sign code.  

A Final Word about
On-Premise Signage
Valuation

We have established that the on-

premise business sign
constitutes an acces-
sory land use, work-
ing with and comple-
menting the primary
land use.  In many
cases, this accessory
use is not merely
complementary, but
essential to the pri-
mary use and the eco-
nomic success of the
site.  Therefore,
strong evidence of
the cost to replace it
by other commercial
communication
media is imperative

to the valuation of a site’s visi-
bility component(s).

Sometimes place-based com-
mercial communication systems
cannot be replaced, either direct-
ly or by substitution.  For exam-
ple, on major freeway systems,
exits are restricted.  In such
cases, if a retail site is not ade-
quately communicating via on-
premise signage, the traveling
consumer may miss the exit and
be lost forever as a customer.  

Professor Charles Ray Taylor,
Villanova University, in a
study10 due for publication in a
forthcoming issue of The
Journal of Advertising
Research,11 asked respondents
whether viable alternatives to
the billboards were available.
They wanted to learn whether
the argument that outdoor adver-

Billboard users indicate that other media is not
a substitute for outdoor advertising, nor are
they as effective in attracting new customers or
increasing sales.  Small businesses in particu-
lar are less likely to be able to find adequate
substitutes for outdoor advertising.
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9. See Saving Face:  How Corporate Franchise Design Can Help Protect Community Identity, Planner Advisory Service No. 452
(Chicago, APA, June 1994, 11-12).
10. The mailing list for this mail survey was provided by OAAA.  Researchers selected a representative national sample of 1300 billboard
users (the four states that do not allow billboards were not included).  The response rate was 30% and researchers conducted two different
tests of non-response bias that they felt demonstrated the relative purity of the sample.
11. Professor Taylor presented the results of his study at the National Signage Research Symposium, co-sponsored by the U.S. Small
Business Administration and The Signage Foundation for Communication Excellence, Inc., and held in Las Vegas, Nevada April 3, 2003.

reasonably could be traced to
the visibility afforded each site
by the controlling sign code.
Because the only variable –
street visibility – had a marked
affect on sales volumes, this
matched-pair analysis could be
effectively used to support a
value estimate of the visibility
component of the respective
stores based on the income
approach.  

Other factors controlling the
selection of subjects for the
analysis include store type or
category, location, parking, top-
ographical conditions, adjacent
uses and tenant mix, and local
demographics.  Clearly, if more
than one indiscrete variable

between compared sites exists,
the sites cannot be used in a
matched-pair analysis.

A matched-pair analysis pub-
lished in 1994 by the American
Planning Association (APA)
demonstrates the need for cau-
tion when choosing a “pair” for
comparative purposes.
Notwithstanding that the con-
trolling sign code played a part
in the analysis, as it did in the
retail example above, the APA
analysis was later determined to
be flawed precisely because the
researcher compared two com-
mercial buildings that possessed
many distinct and differing fac-
tors that affect value such as
location, commercial tenant uses

and profiles, demographics,
effective ages of the buildings,
and permitted commercial zon-
ing allowances.9

In the APA report, although the
two subject buildings were
located on commercial blocks
less than a mile apart and were
reportedly of similar chronologi-
cal age, many other significant
value considerations existed
such the building being located
in different towns with different
local and tenant demographics.
Additionally, the building with
the higher tax assessment had
recently been renovated as well
as other areas on the block and
along the frontage sidewalk.  A
transit mall was also located

Appraising the Economic Value of On-Premise Signs

Matched pair analysis must be carefully
conducted.  Even similarly sized retail

spaces in the same building can be valued
quite differently due to visibility factors
such as the condition of the storefront.



The Florida Department of
Transportation (FDOT) decided
to widen the SR-10 and
informed the motel that it would
invoke its power of eminent
domain, condemn a portion of
the motel’s easement, and take
the motel’s sign.  FDOT had
hired an appraiser to value the
sign for purposes of compensa-
tion, and the appraiser had deter-
mined the sign was worth $7,000
using simple appraisal tech-
niques in which the sign was
valued based solely on its struc-
ture.  In addition to the compen-
sation, the motel would be
allowed to keep and relocate its
sign to its own property 300 feet
down Commerce Blvd.  The
owner agreed, believing the road
widening would increase the vol-
ume of traffic on Commerce
Blvd. and that moving the sign
would not impact occupancy
rates.  The 20 foot tall sign was
relocated to the motel site.

Before the sign was relocated,
the motel enjoyed an 86% occu-
pancy rate.  After the sign was
relocated, occupancy fell to 42%
– and the average for the year
was just 49.9%.  The gross
income had dropped from
$602,680 to $349,699.
Deducting the operating expens-
es of 65% left a net income of
$122,395.  After paying the
mortgage payment of $82,055,
the adjusted net profit was just
$40,340.  The net profit prior to
sign relocation was $128,883,
making the loss to the business
$88,543, or a reduction of 69%.  

Clearly, simple appraisal tech-
niques undervalued the sign by a
significant amount.  What was

the sign actually worth?  More
accurately, how much was the
sign worth in its prior location?
What was the value of its visibil-
ity component, its conspicuity,
and its ability to inform and
direct customers to the motel?

The questions Bass & Associates
considered were:

- What was the sign worth?
- How do we regain the visibili-

ty component of this sign?
- How do we put this motel

back into a competitive posi-
tion, with the 22 other motels
at this interchange and their
1,606 competing motel
rooms?

Based on the location of the
motel, line-of-sight studies, and
clientele surveys, Bass &
Associates determined that 62%
of the motel’s business came
from SR-10, while only 26%
came from I-75 (4% were refer-
rals from other motels in the area
and 8% were repeat clientele
who already knew where the
motel was located).  Therefore,
“visibility” was most important
from SR 10 and not from the
interstate.  

The next motel immediately
south of the Rodeway Inn is the
Microtel facility.  That motel has
two signs:  a 20 foot tall sign
just like Rodeway, and an 85
foot tall sign.  The smaller sign
communicates with cars passing
directly in front of the motel to
mark its location.  The taller sign
is visible from SR 10.  Its func-
tion is to advise the interstate
traveling public that the motel is
located in the southeast quadrant

of the interchange.  Once a trav-
eler is off the interstate, headed
toward the southeast quadrant,
the pole sign is no longer visible
due to the limitations of their
line of sight through their auto-
mobile windshield and other
buildings, trees, etc.  The 20 foot
tall entrance sign is, however,
visible once the traveler turns
onto Commerce Blvd.

Bass & Associates determined,
based upon line of sight studies
from each of the roadways lead-
ing to the Interstate connector
road, how tall Roadway’s sign
needed to be.  Due to back-
ground clutter – trees and build-
ings – the sign needed to be 100
feet tall, and it needed to have
three sides, set at an angle so
that it would be visible from
both directions on SR-10 and
from both directions of I-75
based on the axis of the inter-
secting roadways.  

The height determination of 100
feet, as opposed to the 85 feet of
the Microtel facility, was made
through a line of sight study,
which found:

- A substantial stand of trees,
buildings and other signs are
located in the line of sight of
a driver traveling westbound
on SR-10.

- Drivers traveling eastbound
on SR-10 can see the sign
before passing under I-75, but
once under and past the over-
pass, the sign is too tall to be
seen from a standard automo-
bile windshield due to the
cone of vision limitation.

- A northbound driver on the
interstate must be in a posi-

tising expenditures
could simply be
switched to other
media, such as newspa-
pers or fliers, had any
validity.  The answer to
this question was clear-
ly:  No. The billboard
users indicated that
other media were not a
substitute for outdoor
advertising, nor were
they as effective in
attracting new cus-
tomers or increasing
sales.  The researchers also
found that small businesses
were less likely overall to be
able to find adequate substitutes
for outdoor advertising.  Many
of these small businesses were
retail and service businesses.  

This study also found that
76.9% of billboard users
believed they would lose sales if
they did not have access to the
billboard.  Among those saying
that a loss would occur, the
average estimated loss was 18%
of sales.  The average estimated
loss for the whole sample,
including those who did not
believe they would lose sales,
was 14.5%.  82.2% of the small
businesses in the sample felt
that they would lose money and
reported larger estimated losses
than those estimated by larger
businesses.  

The cost-of-replacement or sub-
stitution approach to signage
appraisal is sophisticated and
requires expert judgment.  Any
appraiser researching and com-
piling replacement cost data

should have independent basic
knowledge with respect to trans-
portation engineering, traffic
counts and patterns, driver pro-
files, and all commercial com-
munication major media.  

It is reasonably safe to say that
the consumer-oriented
economies of the United States
and Canada are inextricably
linked to the effectiveness of
commercial speech media.
Commercial signage is very
much a player in the media mix.
Understanding its importance,
and knowing how to determine
its fair market value, should be
considered essential to every
commercial real estate appraiser,
and certainly to every govern-
ment body attempting to esti-
mate the impact of its signage
policies and regulatory deci-
sions.

Condemnation Case
Study: Rodeway Inn

Richard Bass, of Bass &
Associates, a licensed appraisal
firm in Sarasota, Florida, tells of

a sign condemnation
case his firm handled
for Rodeway Inn in
Lake City, Florida.12

The motel is located
near the intersection of
State Road 10 and the
I-75 interchange (800
feet east of I-75 and
300 feet south of SR 10
on Commerce Blvd.).
The motel is not direct-
ly on the interstate con-
nector road (SR 10),
but it had an easement

which extended from its main
parcel to the signalized intersec-
tion of Commercial Blvd. and
SR 10 for purposes of locating
its identification sign.

The hotel has 48 rooms.  At
100% occupancy, it had 17,520
room nights per year for sale.
The motel’s actual occupancy
was 86%, or 15,067 occupied
room nights per year.  The aver-
age daily room rate was $40, for
gross sales of $602,680 per year.
Operating expenses ran approxi-
mately 65%, or $391,742.  It
had been recently purchased for
$960,000 (or $20,000 per room)
with a down payment of
$200,000 and financing over 20
years at 9% interest.  The corre-
sponding mortgage payment is
$6,838 monthly, with an annual-
ized mortgage payment of
$82,055.

In summary:
Gross Income $602,680
Expenses @ 65% $391,742
Net Income $210,038
Less Debt Service $  82,055
Profit $128,833

Rodeway Inn’s sign, when relocated to
the inn’s premises, was no longer ade-
quately visible to the freeway and the
inn’s occupancy rate quickly dropped from
86% to 42%.
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12. The case study addresses an actual condemnation case.  The actual dollars involved have been modified for proprietary reasons, but
not so altered as to skew the end result.
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increased income was attributa-
ble solely to the sign.

Based on this data, relying upon
the subject Subway restaurant’s
annual gross sales for a three-
year period, a trend analysis was
conducted.  Since courts in
Florida have generally rejected
discounted present value analy-
sis, Bass & Associates projected
the next year’s gross sales and
added a 26% increase over and
above “typical” project market
growth.  Deducting cost of
goods sold from the 26%
increase in sales, they arrived at
a net income.  This increase in
net income was then capitalized
into a value indication to arrive
at a contributory value for the

sign.
By definition, contributory value
is the economic (appraisal) con-
cept that the value of a particu-
lar component is measured in
terms of its contribution to the
value of the whole property, or
as the amount that its absence
would detract from the value of
the whole.  For this Subway, the
contributory value of the
entrance/monument sign
exceeded $125,000 per year.  

The secondary impact of the sit-
uation – the inability to take
advantage of the federal logo
program – still had to be evalu-
ated and calculated.  An analysis
compared the before and after
incomes of other Subway

restaurants located on Interstate
connector roads and participat-
ing in the TODS program.  The
restaurants on average experi-
enced a 16% increase in sales.
That translated into a total of
about $77,000 in profit.13 Thus,
the total impact to the particular
Subway that was prevented
from displaying its sign panel
and participating in the logo
program was a loss of $202,000
per year.  
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tion to see over the horizon
line of a substantial tree clus-
ter.

- Southbound drivers on I-75,
due to the angle of the road-
way, can see the sign for
about 2/10 of a mile just
before the beginning of the
deceleration lane for the off
ramp.  This gives the driver
about 13 seconds to find the
sign and decide to exit the
interstate while traveling at
70 mph.  At any height less
than 100 feet, the sign would
not be visible from south-
bound I-75.

Cost estimates for the new 100
foot tall, tri-faced, internally-
illuminated sign ranged from
$68,000 to $90,000.  Was that,
then, the value of the sign?  No.
The value of the sign was the
value it brought to the business.  

To determine the lost business
value, Bass & Associates first
had to determine the Gross
Income Multiplier (GIM).  The
purchase price of the motel was
$960,000 and it generated
$602,688 in gross income.
$960,000 divided by $602,688
equals a GIM of 1.59.  The new
gross income was $349,562,
which is multiplied times the
GIM of 1.59 for a business value
of $555,800 in round numbers.
The difference between
$960,000 and $555,800 is
$404,200.  This is the value of
the sign at its historical location.

Rodeway approached FDOT and
presented its case.  When FDOT
realized it must either pay
$404,200 in compensation for
the taking, or pay $90,000 to

erect a replacement sign on the
motel’s premises that would per-
form the same function per-
formed by the condemned sign,
it agreed to pay for the new sign.  

Litigation Case
Study: Subway

Bass & Associates also handled
a landlord-tenant dispute for a
Subway located in a shopping
center in Florida.  The restau-
rant’s lease called for a sign
panel on the shopping center’s
monument sign at the entrance
sign to the shopping center,
which is located on an Interstate
connector road approximately
1/4 mile from the interchange.
The lease was entered into prior
to the completion of the center.
In the interim, a design commit-
tee was formed which had the
power to approve, among other
things, the center’s signage pro-
gram.  This committee disap-
proved the inclusion of the
Subway sign panel on the monu-
ment sign.

Because Subway was barred
from placing its panel on the
monument sign in the shopping
center, the restaurant could not
be officially recognized as
fronting on the Interstate con-
nector road.   This was signifi-
cant because Florida’s federal
logo program limits access to
display on official highway signs
to those businesses which front
on the Interstate connector road.
The secondary impact, then, to
the inability to post a panel on
the shipping center’s monument
sign was that the restaurant also
was prohibited from displaying
its Subway logo on the Tourist-

Oriented Directional Sign
(TODS) on the freeway.

Working with Subway’s regional
office, Bass & Associates were
able to locate three other
Subway restaurants which ini-
tially did not have a sign panel
on their respective shopping cen-
ter’s entrance/monument sign,
but were subsequently able to
place a sign panel in the
entrance/monument sign.  Based
upon a multi-year detailed analy-
sis of the income and expense
data for each of these Subway
restaurants for several years
prior and subsequent to the
placement of entrance signage,
Bass & Associates determined
that the average positive eco-
nomic impact of the sign panel
was a 26% increase in gross
sales.

Bass & Associates had to prove
cause and effect, and that the
higher income the three restau-
rants had experienced following
the placement of their sign pan-
els was not due to other factors
in the marketplace.  They
demonstrated that the problem
was not a transportation issue;
the other three Subway restau-
rants were not located on streets
where additional traffic had been
routed.  Neither was it an
employment issue; no new
employment opportunities had
brought more employees to the
area, increasing lunch-time cus-
tomers.  And it was not a matter
of competition; no nearby com-
petitors had gone out of busi-
ness.  In short, every other possi-
ble factor was eliminated until
Bass & Associates were able to
say with confidence that the

Subway franchise owners in
Florida found that participating
in the TODS program by placing
the easily recognized Subway
corporate logo on freeway signs
like this one increased their
sales by 16%.
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13. The cost to participate in Florida’s Logo program is approximately $1,750 per year.


