Planning & Development

City of Newton

MEMO

DATE: July 2, 2025

TO: Councilor R. Lisle Baker, Chair

Members of the Zoning & Planning Committee

FROM: Barney Heath, Director, Planning & Development
Jennifer Caira, Deputy Director Planning & Development
John Sisson, Economic Development Director

RE: #80-25 Requesting discussion on the current state of Newton's
commercial office space. COUNCILORS LUCAS, OLIVER, WRIGHT, MALAKIE,
GETZ, LAREDO, KALIS, LOBOVITS, and FARRELL requesting a discussion with the
Director of Planning & Development and the Economic Development Director
focused on, but not limited to, new commercial office leases signed within the
past three years, the current commercial office space that is available to lease,
office tenants that have left Newton or have downsized, and strategies to recruit
new commercial office tenants to Newton. (2025-04-01)

MEETING: July9, 2025

CC: City Council
Economic Development Commission
Jonathan Yeo, Chief Operating Officer
Allan Cohen, Commercial Assessor

Background

This information was prepared in response to Docket Item #80-25 to inform the Zoning &
Planning Committee and City Council about the current conditions of Newton's
commercial office market and municipal staff efforts to support that sector.

In sections 2-5 below, I’'ve separated the four topics raised in the docket item to address
each one individually. Camoin Associates, the consulting firm the City engaged to update
Newton’s Economic Development Action Plan (2019), shared the CoStar commercial real
estate (CRE) data cited in this memo.



Other sources consulted in the preparation of this memo include the Assessors' Office
FY2025 Classification Hearing booklet and office market analysis Camoin created in March
2025 as part of the peer review process for the revised Northland development.

The following sections of this memo address:
1. The local commercial real estate (CRE) landscape
New commercial office leases signed within the past three years

. Current commercial office space that is available to lease

2.
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4. Office tenants that have left Newton or have downsized

5. Strategies to recruit new commercial office tenants to Newton
6

. Other municipal functions that support commercial activity

1. The local commercial real estate (CRE) landscape. Commercial real estate
comprises about 6% of the assessed value of Newton’s taxable property. In FY2025,
commercial property citywide was valued at just under $2.6 billion, while residential
property was valued at more than $38.6 billion. To put those figures into context,
that’s roughly $33 of commercial property value for every $500 of residential value.

Office buildings in Newton are one portion of the city’s commercial real estate base
which includes hotels, retail strips, grocery stores, shopping centers, and other
commercial property types, as classified by the State.

Assessing classifications were designed to establish property valuations, not to
specifically quantify commercial uses on a property. These figures do not
necessarily count office space located in shopping centers or mixed-use buildings.
They are estimates. Assessing data below provides one measure of the parcels and
square footage according to the State classifications.

Classification description (code) Parcel count Square footage

General Office Building (340) 189 4,120,676
Bank Buildings (341) 14 75,717
Medical Office Building (342) 30 527,082
Manufacture Office (402) 5 492,064
R & D Facilities (404) 5 268,889
Totals 243 5,484,428

Data from CoStar (www.costar.com), a leading provider of CRE information and
analytics, provides more of a private sector perspective of Newton’s commercial
office landscape. That data is referenced in following sections.


http://www.costar.com/

While CoStar’s information nearly matches Newton’s count of commercial office
properties, the square footage figure is considerably larger. A possible explanation
may be what square footage each source measures. Assessing does notinclude
basement square footage. Without further analysis, itis unclear how much the two
datasets overlap.

Office Class Address Count Rentable Building Area

A 15 1,897,183
B 105 4,444,447
C 124 1,222,874

Total 244 7,564,504

New commercial office leases signed within the past three years. In the first
quarter of each calendar year, the Assessing Department asks commercial property
owners to provide “rent roll” and operating income statements for the prior
calendar year for City staff to use in estimating the next fiscal year’s economic rents
and assessments.

Private property owners are not required by law to respond or provide the
information. And, any private property information that is submitted is confidential.
As such, the City does not have comprehensive commercial office lease
information, nor can Assessing share it with the public.

CoStar does attempt to compile commercial lease information for its subscribers.
However, participation by property owners and tenants is voluntary. The CoStar
data Camoin provided included only five leases starting in 2025, and only one of
those records included the commercial tenant’s name.

Recent Leases
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As the graph on the preceding page shows, aside from a post-pandemic surge in
2021, annual square footage amounts are flat and the number of lease transactions
appears to be trending downward. The 2026 bump reflects the single, large lease to
Global Partners LP which does not plan to take possession of its space at 275 Grove
Street until Nov. 2026.

. Current commercial office space that is available to lease. City staff do not

maintain a clearinghouse of commercial office spaces available to lease. Such real
estate listings and other services are provided by private sector firms like CoStar,
LoopNet, MLS, and others.

According to the CoStar data we reviewed:

o Atthe end of March 2025, the 231 office buildings in Newton tracked by Costar
had 840,582 square feet of vacant space available, which is 11.1% of the
inventory of tracked 6,834,790 square feet.

e Since 2022, Costar shows office vacancy rates in Newton averaging 11.4% every
year. Those vacancy rates were lower in the preceding decade (2012-2021),
averaging 7.4%.

o Site visits by Assessing staff indicate significant vacancies in certain
commercial office buildings. Staff perform that work to update property
valuations, and the information is not shared publicly.

Office Inventory, Vacancy, and Vacancy Rate
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4. Office tenants that have left Newton or downsized. City staff hear anecdotal
information about office tenants downsizing, moving, or closing Newton locations,
such as Just Next Door in Auburndale or Jake’s Falafel in Newton Centre. However,
City staff do not maintain a listing of business closings.

The Assessing Department does maintain a database of personal property tax
assessments for for-profit businesses. That data might be used to conduct research
on the frequency and causes of business closures.

Turnover is constant in the commercial sector. Across the city, between 50 and 150
businesses may open or close every year. That estimate may represent 1.25to 3.5%
of the more than 4,000 private, public, and nonprofit enterprises in Newton.

Federal law requires Worker Adjustment and Retraining Act (WARN) filings for
worksite closures affecting 50+ employees. WARN filings by Newton employers
since 2014 include:

e July 2023: The Rockport Company LLC, 148 employees.
e April 2020: Hotel Indigo, 64
e November 2018: Brio Tuscan Grill, 48 employees.

e April 2018: Mt. Ida College, unknown number of employees affected.

5. Strategies to recruit new commercial office tenants to Newton.
Business attraction is a primary goal of economic development: bringing new
businesses in and promoting the city as a location for commercial activity. Like
many cities, Newton does not have a separate business attraction budget.
However, staff perform several marketing and outreach functions:

e Providing guidance to companies considering locations in Newton, developing
professional relationships with the area’s commercial real estate brokers, and
making selected recruitment calls to desirable employers and brands.

e Actively promoting Newton via the Charles River Regional Chamber, the U.S.
Small Business Administration, Massachusetts Small Business Development
Center, and other state, quasi-public, and nonprofit partners; and participating
in state and regional events.

e Being knowledgeable of the community’s assets and strengths and
communicating them effectively.

e Knowing key local industries, company leaders, and which commercial sectors
are good prospects for Newton.



e Facilitating productive information exchanges between representatives of
commercial enterprises and municipal regulators and officials.

e Leveraging the City website to create a
welcoming front door and show
businesses what Newton has to offer. We
have developed content presenting a
general introduction, a commercial
profile, a detailed report on consumer
segments, a description of Newton’s
diverse commercial settings, guidance on
commercial licensing and permitting, and
a directory of business resources. Every
page provides contact information and
invites the visitor to converse with City
staff. See:
https://www.newtonma.gov/business

e Beingagood partnerto local businesses to
promote Newton’s reputation as a
business-friendly city.
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Discover Newton

Welcome to Newton, the
11th largest city in
Massachusetts and home
to more than 4,000 private,
public, and nonprofit
enterprises.

Some 54,000 people come
to work in local offices,
clinics, labs, classrooms,
stores, restaurants, and
service establishments

e @

While the 18 square miles
of Newton are largely
residential, you'll find a range of commercial real estate opportunities
in the city's walkable villages, in regional shopping centers, along busy
corridors, and in placid office parks.

Strategic Location Quality of Life

A City of Villages

Newton offers a
blend of suburban
charm and urban
accessibility. The
“Garden City" boasts
walkable village
centers, ample green
spaces, excellent
schools, and a strong sense of community. The city is also home to
renowned educational institutions and world-class healthcare facilities

6. Other municipal functions that support commercial activity. Along with
business attraction efforts, economic development performs many functions to

support commercial enterprises. These include:
e Business retention and expansion
e Policy work

e Strategic planning

Business retention and expansion efforts entail making it easier for existing local
businesses to succeed, providing high quality information and services, being
responsive, and reducing regulatory burdens. According to the International
Economic Development Council (IEDC), about 80% of job growth and capital
investment comes from companies that already exist in your community.

Newton’s economic development staff devotes more than half of its time to the
important function of business retention. We work to take care of local businesses,
whether they are tenants or commercial property owners or both.

Granted, a large percentage of Newton’s 4,000+ employers don’t need assistance
from City staff. Commercial office tenants generally work through the property
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https://www.newtonma.gov/business

manager or owner and have little if any interaction with municipal departments.
However, that still leaves hundreds of local businesses and commercial property
owners.

Inspectors from regulatory departments, like Inspectional Services and Health and
Human Services, provide guidance to enterprises seeking commercial licenses and
permits. Economic development staff provide support as needed and assist
businesses and property owners with a wide range of other issues that may affect
their operations.

Policy work: Municipal regulations constitute a significant portion of the issues that
impede business activity. This includes dated zoning regulations, parking
requirements which delay approvals and create no parking, and onerous
application processes. The City could make meaningful, business-friendly
improvements by performing a dispassionate review of existing ordinances for
common-sense opportunities to simplify regulations, streamline processes, or
implement more manageable controls.

For example, the City requires every café to perform a 300-foot abutters’ notice—
every year—to place two tables and four chairs on the public sidewalk. That’s only
one of many steps required to obtain a sidewalk permit (§12-70). Ordinances like
this, which affect commercial enterprises, might be reviewed and modernized to
match the level of municipal regulation to the appropriate level of control for the
public good.

Strategic planning: To perform long-range planning, City staff work to implement an
economic development strategy and to update that strategic plan periodically. Staff
also manage smaller studies of economic issues, underperforming commercial
areas, newer commercial uses, and regulatory hurdles.

To accomplish all of the preceding functions, City staff work with the professionals
who volunteer their time and serve on the Economic Development Commission.
Staff provide support to the Commission, help organize its monthly meetings, and
maintain the public body’s records.



