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CITY OF SOMERVILLE, MASSACHUSETTS
Enclosed You Will Find a Request for Proposal For:
RFP # 17-67 STRATEGIC PLAN FOR WORKFORCE DEVELOPMENT

SECTION 1.0
GENERAL INFORMATION ON PROPOSAL PROCESS

1.1 General Instructions

Copies of the solicitation may be obtained from the Purchasing Department on and after 05/17/17
per the below-noted City Hall hours of operation.

Hall Hours of Operation:

Monday — Wednesday 8:30 a.m. and 4:30 p.m.
Thursday 8:30 a.m. to 7:30 p.m.
Friday 8:30 a.m. to 12:30 p.m.

All Responses Must be Sealed and Delivered To:

Purchasing Department
City of Somerville
93 Highland Avenue
Somerville, MA 02143

It is the sole responsibility of the Offeror to ensure that the proposal arrives on time at the
designated place. Late proposals will not be considered and will be rejected and returned.

Proposal Format:

Submit one (1) sealed proposal package (with two sealed envelopes, one for the price and one for the
technical proposal); it must be marked with the solicitation title and number and must be original.

In an effort to reduce waste, please DO NOT USE 3-RING BINDERS.

Responses must be sealed and marked with the solicitation title and number.

All proposals must include all forms listed in the Proposers Checklist (and all documents included or
referenced in Sections 2.0 - 4.0). If all required documents are not present, the proposal may be
deemed non-responsive and may result in disqualification of the proposal unless the City
determines that such failure(s) constitute(s) a minor informality, as defined in Chapter MGL
30B.

A complete Proposal must also include a cover letter signed by an official authorized to bind the
Offeror contractually and contain a statement that the proposal is firm for ninety (90) days. An
unsigned letter, or one signed by an individual not authorized to bind the Offeror, may be
disqualified.

The Offeror’s authorized official(s) must sign all required proposal forms.

The Price Form in Section 4.0 must be completed. No substitute form will be accepted. Pricing must
remain firm for the entire contract period.

All information in the Offeror’s response should be clear and concise. The successful response will
be incorporated into a contract as an exhibit; therefore, Offerors should not make claims to which
they are not prepared to commit themselves contractually.

The successful Offeror must be an Equal Opportunity Employer.




1.2 Proposal Schedule

Key dates for this Request for Proposals:

RFP Issued

05/17/17

Deadline for Submitting
Questions to RFP

05/26/17 by 12PM EST

Proposals Due

05/31/17 by 11AM EST

Anticipated Contract Award 06/14/17
Est. Contract Commencement 07/01/17
Date

Est. Contract Completion Date 06/30/18

Responses must
be delivered by

05/31/17 by 11AM EST 1O

City of Somerville

Purchasing Department

Attn: Thupten D. Chukhatsang
93 Highland Avenue
Somerville, MA 02143

1.3 Submission Instructions

Please submit two sealed envelopes, all within one sealed proposal package, with the following contents and

marked in the following manner:

Contents of Sealed Proposal
Package

Marked As

Envelope 1 Non-Price Technical Proposal:
Shall Include (1) original and two (2) copies,

and one (1) electronic copy. [Electronic copies are to
be submitted on CD-ROM or thumb drives and are to be saved
in Adobe Acrobat format. (“Read only” files are acceptable.)]

To Be Marked: Non-Price Proposal RFP # 17-67
STRATEGIC PLAN FOR WORKFORCE
DEVELOPMENT

Envelope 2 Price Proposal: Shall Include one
(1) original and one (1) copy.

To Be Marked: Price Proposal RFP # 17-67
STRATEGIC PLAN FOR WORKFORCE
DEVELOPMENT

Please send the complete sealed package to
the attention of :

Thupten D. Chukhatsang
Procurement Analyst
Purchasing Department
Somerville City Hall

93 Highland Avenue
Somerville, MA 02143

(Note: Massachusetts General Laws, Chapter 30B requires that price proposals must be separate from technical
proposals. Therefore, please make no reference to pricing in the non-price technical proposal. Failure to
adhere to this requirement will result in disqualification.




Non-Price (Technical) Proposal Format

Responses must be submitted in accordance with the requirements set forth in this solicitation. Results of the
proposal review process will be utilized to establish a preliminary ranking of the proposers. The City may
interview the top ranked candidates as part of the evaluation process. All information in the technical proposal
should be organized and presented as directed below. Your Non-Price Proposal response should contain all
forms outlined in the Proposers Checklist (Section 5.0). Responses shall be prepared on standard 8.5 x 11 inch
paper (charts may be landscaped but must be on 8.5 x 11 inch paper) and shall be in a legible font size (12). All
pages of each response shall be appropriately numbered (and with consecutive page numbering across tabs).

Elaborate format and binding are neither necessary nor desirable. Each proposal shall clearly identify the
Offeror’s name, solicitation number, formal solicitation title and copy number, (e.g., “Original”, “copy 2 of 3”).
All binders will allow for easy removal and replacement of pages.

Cover Letter
Submit a cover letter that includes the official name of the firm submitting the proposal, mailing address, e-mail

address, telephone number, fax number, and contact name. The letter must be signed by an official authorized to
bind the proposer contractually and contain a statement that the proposal is firm for ninety (90) days. An
unsigned letter, or one signed by an individual not authorized to bind the Offeror, may be disqualified.

Qualifications & Experience
The Offeror shall include qualifications and experience of the firm (or sole proprietor). The Offeror shall

identify the year the firm was established, the total number of employees currently employed, and the number of
employees focused on this engagement. This section should also describe work that is similar in scope and
complexity that the Offeror has undertaken in the past. A discussion of the challenges faced and solutions
developed are highly recommended. The Offeror may include any additional literature and product brochures.
The Quality Requirements Form (Section 2.0), or set of basic business standards, must be submitted in the
sealed proposal.

References
The Offeror shall list at least three relevant references, which the City can contact. The City of Somerville
reserves the right to use ourselves as a reference. References shall include the following information:
eThe name, address, telephone number, and email address of each client listed above.
e A description of the work performed under each contract. | e The amount of the contract.
e A description of the nature of the relationship between Offeror and the customer.
e The dates of performance. | «The volume of the work performed.

Price Proposal Format
Price Summary Page (see Section 4.0.)

Proposal Prices to Remain Firm
All proposal prices submitted in response to this solicitation must remain firm for 90 days following the

proposal opening.

Price Submission
All prices must contain the unit rate as requested on the proposal price form in this solicitation. All prices are to



include delivery, the cost of fuel, the cost of labor, and all other charges related to the products or services
listed. Prices are to remain fixed for the contract period of performance.

1.4 Questions
Questions are due: 05/26/17 by 12PM EST

Questions concerning this solicitation must be delivered in writing to:

Thupten D. Chukhatsang
Procurement Analyst
Somerville City Hall
Purchasing Department
93 Highland Avenue
Somerville, MA 02143
Or emailed to:
tchukhatsang@somervillema.gov
Or faxed to:
617-625-1344

Answers will be sent via an addendum to all Offerors who have registered as proposal holders. Proposers are
encouraged to contact the Purchasing Department to register as a proposal document holder to automatically be
alerted as to addenda as they are issued. It is the responsibility of the Offeror to also monitor the proposal portal
on the City’s website for any updates, addenda, etc. regarding that specific solicitation. The web address is:
http://www.somervillema.gov/departments/finance/purchasing/bids.

If any proposer contacts City personnel outside of the Purchasing Department regarding this
proposal/proposal, that proposer will be disqualified immediately.

1.5 General Terms

Estimated Quantities

The City of Somerville has provided estimated quantities, which will be ordered/purchased over the course of
the contract period. These estimates are estimates only and not guaranteed.

Proposal Signature

A response must be signed as follows: 1) if the Offeror is an individual, by her/him personally; 2) if the Offeror
is a partnership, by the name of the partnership, followed by the signature of each general partner; and 3) if the

Offeror is a corporation, by the authorized officer, whose signature must be attested to by the clerk/secretary of
the corporation (& with corporate seal).

Time for Proposal Acceptance and City Contract Requirements
The contract will be awarded within 90 days after the proposal opening. The time for award may be extended

for up to 45 additional days by mutual agreement between the City of Somerville and the Offeror that is most
advantageous and responsible. The Offeror’s submission will remain in effect for a period of 90 days from the
response deadline or until it is formally withdrawn, a contract is executed, or this solicitation is canceled,
whichever occurs first. The Offeror will be required to sign a standard City contract per the City’s general terms
included herein as Appendix A.


http://www.somervillema.gov/departments/finance/purchasing/bids

Holidays are as follows:

New Year’s Day Martin Luther King | Presidents’ Day Patriots’ Day

Day
Memorial Day Bunker Hill Day Independence Day | Labor Day
Columbus Day Veterans’ Day Thanksgiving Day | Thanksgiving Friday
Christmas Eve (half Christmas Day
day)

Please visit http://www.somervillema.gov/ for the City’s most recent calendar. *Under State Law, all holidays
falling on Sunday must be observed on Monday.

If the awarded Offeror for their convenience desires to perform work during other than normal working hours
or on other than normal work days, or if the Offeror is required to perform work at such times, the Offeror
shall reimburse the City for any additional expense occasioned the City, thereby, such as, but not limited to,
overtime pay for City employees, utilities service, etc. UNLESS otherwise specified in these provisions,
services will be performed during normal work hours. When required services occur on holidays, work will be
performed on either the previous or following work day, unless specified otherwise.

Unforeseen Office Closure

If, at the time of the scheduled proposal opening, the Purchasing Department is closed due to uncontrolled
events such as fire, snow, ice, wind, or building evacuation, the proposal due date will be postponed until 2:00
p.m. on the next normal business day. Proposals will be accepted until that date and time. In the event of
inclement weather, the Offeror is responsible for listening to the media to determine if the City has been closed
due to weather.

Changes & Addenda
If any changes are made to this solicitation, an addendum will be issued. All proposers on record as having

picked up the solicitation will be alerted via email as to the posting of all addenda. The City will also post
addenda on its website (http://www.somervillema.gov/departments/finance/purchasing/bids). No changes may
be made to the solicitation documents by the Offerors without written authorization and/or an addendum from
the Purchasing Department.

Modification or Withdrawal of Proposals, Mistakes, and Minor Informalities
An Offeror may correct, modify, or withdraw a proposal by written notice received by the City of Somerville

prior to the time and date set for the proposal opening. Proposal modifications must be submitted in a sealed
envelope clearly labeled "Modification No.__" to the address listed in Section 1. Each modification must be
numbered in sequence and must reference the original solicitation. After the proposal opening, an Offeror may
not change any provision of the proposal in a manner prejudicial to the interests of the City or fair competition.
Minor informalities will be waived or the proposer will be allowed to correct them. If a mistake and the
intended proposal are clearly evident on the face of the proposal document, the mistake will be corrected to
reflect the intended correct proposal, and the proposer will be notified in writing; the proposer may not
withdraw the proposal. A proposer may withdraw a proposal if a mistake is clearly evident on the face of the
proposal document, but the intended correct proposal is not similarly evident.

Right to Cancel/Reject Proposals
The City of Somerville may cancel this solicitation, or reject in whole or in part any and all proposals, if the

City determines that cancellation or rejection serves the best interests of the City.
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Unbalanced Proposals
The City reserves the right to reject unbalanced, front-loaded, and conditional proposals.

Brand Name “or Equal”
Any references to any brand name or proprietary product in the specifications shall require the acceptance of an

equal or better brand. The City has the right to make the final determination as to whether an alternate brand is
equal to the brand specified.

Electronic Funds Transfer (EFT)
For EFT payment, the following shall be included with invoices to the point of contact:
e Contract/Order number; Contractor’s name & address as stated in the contract;
e The signature (manual or electronic, as appropriate) title, and telephone number of the Offeror’s
representative authorized to provide sensitive information;
e Name of financial institution; Financial institution nine (9) digit routing transit number;
e Offeror’s account number; Type of account, i.e., checking or saving.

1.6 Evaluation Methodology
Comparative Evaluation Criteria

The Comparative Evaluation Criteria set forth in Section 2 of this RFP shall be used to evaluate responsible and
responsive proposals.

All proposals will be reviewed by an evaluation committee composed of employees of the City. Final selection will
be based upon the evaluators’ analysis of the information and materials required under the RFP and provided by the
proposing vendors in their submissions. The City reserves the right to involve an outside consultant in the selection
process. Proposals that meet the minimum quality requirements will be reviewed for responses to the comparative
evaluation criteria. The evaluation committee will assign a rating of Highly Advantageous, Advantageous, Not
Advantageous, or Unacceptable to the comparative evaluation criteria.

The City will only award a contract to a responsive and responsible Proposer. Before awarding the contract(s), the
City may request additional information from the Proposer to ensure that the Proposer has the resources necessary to
perform the required services. The City reserves the right to reject any and all proposals if it determines that the
criteria set forth have not been met.

Selection Process
Qualified proposals will be reviewed and rated by the Evaluation Committee (“"the Committee™) on the basis of
the comparative evaluation criteria and minimum quality requirements included in Section 2.0.

The City may request additional information from the Offerors to ensure that the Offeror has the necessary
resources to perform the required services. The Committee may choose to select a set of finalists to be
interviewed (“'the short list™). The short-listed applicants will be notified, either by e-mail or telephone, of the
date, time, and place for their interviews and any other pertinent information related thereto. The Mayor may, at
the Mayor’s sole discretion, interview the applicants on the short list. The Committee will rank all candidates
and make a recommendation to the Mayor to enter into a contract with the most highly advantageous Offeror.

The City will award the contract to the most responsive and responsible Offeror whose entire proposal (technical



and price) is deemed to be the most highly advantageous. The City reserves the right to reject any and all
proposals if it determines that the criteria set forth have not been met.



RFP # 17-67

SECTION 2.0
RULE FOR AWARD /
SPECIFICATIONS/SCOPE OF SERVICES

Rule for Award
The contract shall be awarded to the responsible and responsive proposer submitting the most advantageous

proposal response, taking into consideration all evaluation criteria as well as price. The contract will be awarded
within ninety (90) days after the proposal opening. The time for award may be extended for up to 45 additional
days by mutual agreement between the City and the most highly advantageous and responsible offeror.

Project Summary

The City of Somerville, through the Purchasing Department and on behalf of the Mayor’s Office of Strategic
Planning and Community Development, invites proposals for the development of a strategic plan for
Somerville’s workforce development efforts. Somerville as a municipal government as well as the city as a
whole has many workforce development programs and initiatives. As more funding is expected to be allocated
to some of these programs through funding mechanisms such as the Linkage Trust Fund, a strategic plan is
required to evaluate and make recommendations based on the current workforce development landscape’s
present and future needs.

I. Background

Somerville’s Commercial Development Landscape

Already one of the most dynamic cities in the nation, Somerville, Massachusetts is experiencing an unparalleled
development boom. Just over four square miles in area, Somerville is the densest city in New England, home to
more than 79,000 residents. The City has spent the last two decades laying the groundwork for development
expansion, including investing millions in infrastructure, re-writing an outdated zoning code, and lobbying state
and federal officials for the expansion of the MBTA’s Green and Orange Lines through Somerville
neighborhoods that have traditionally been underserved.

The City is now reaping the rewards of its efforts: over one million square feet in development projects are
underway, the Green Line Extension has been approved, and close to 30,000 new jobs are expected to flood the
city by 2030. Two neighborhoods in particular, Assembly Square and Union Square, are experiencing rapid
growth.

A wave of commercial development has begun at Assembly Row—a massive mixed-use development site in
Assembly Square that, when completed, is expected to include more than 800,000 square feet of retail space,
1.75 million square feet of offices, more than 2,000 apartments and a hotel. Since opening in Spring 2014, the
new neighborhood now furnishes the City with 1,700 retail jobs, the opening of Partners Healthcare’s new
4,700 employee headquarters, and a soon to open Marriot Hotel.

Meanwhile, the Union Square Revitalization Plan, adopted by the Somerville Board of Aldermen in 2012, calls
for the redevelopment of the square into a vibrant downtown with new commercial and residential development.
Through the Somerville Redevelopment Authority, the City has acquired underutilized and/or environmentally
contaminated properties in Union Square that can then be assembled for larger-scale redevelopment. The
recently approved Union Square Neighborhood Plan calls for 15,465 new jobs in Union Square and Boynton
Yards, over 4,200,000 sq. ft. of total commercial development.



Yet as exciting as these developments are, a “build it and they will come” strategy is not sufficient. Somerville
residents still struggle to find local employment opportunities. Most have to travel to surrounding communities
for work. City leaders want to ensure that as businesses begin to move into the city, local residents will have
access to these positions. In a city that is heavily residential, it is critical to create employment opportunity for
residents.

The Somerville Jobs Advisory Committee

In March 2012, Mayor Joseph A. Curtatone established an advisory group to assist the city in the development
and implementation of programs designed to encourage and support efforts by area employers to hire local
residents. The resulting Somerville Jobs Advisory Committee (SJAC) consisted of an 11-member panel from
across industry sectors, public agencies and local nonprofit groups. The mission of the SJAC was to conduct a
holistic workforce assessment by surveying the labor market landscape, as well as Somerville’s workforce
development programming system. Employing a strategic framework, the SJAC examined the strengths and
weaknesses embedded within the system, as well as potential opportunities and threats latent in its broader
environment.

The SJAC’s primary findings included: (1) Somerville’s workforce is relatively strong, but barriers do exist; (2)
To assist residents and address such barriers, there is a vast regional workforce development system in place.
While subsets of this network are effective, the system itself is byzantine, and thus can be difficult to access and
navigate; and (3) The system has a patchwork of funding streams, many of which are ad hoc, leading to
uncertainty and a lack of clarity regarding future resource availability.

Based upon this enhanced understanding, the SJAC presented a broad compendium of policy recommendations
and strategies for Mayor Curtatone’s consideration, including: (1) Synchronize and promote workforce
development efforts via local and regional partnerships; (2) Improve workforce readiness; and (3) Connect
residents to the business community.

This RFP provides the funding to begin addressing the recommendations outlined by the SJAC.

Workforce Linkage Trust Fund

In the summer of 2016 the Massachusetts State Legislature granted the City of Somerville’s home-rule petition
to institute a workforce development linkage fee to support additional training programs. A 2013 Nexus study
on appropriate linkage fee structures identified the fasted growing occupational groups in Somerville, projected
to 2030, to be healthcare support (132 net new jobs), information technology (555 net new jobs), food service
(533 net new jobs), and retail sales (462 net new jobs). This nexus study is currently being updated and is
expected to be published in the summer of FY'18.

Somerville Workforce Development Initiatives

Since the SJAC recommendations, the City of Somerville has begun to develop workforce development
programs in house and in cooperation with area partners. The City was awarded a Working Cities Challenge
grant from the Boston Federal Reserve in 2013 to address youth unemployment. In 2015 and 2016 the City was
awarded numerous State grants to support training programs for advanced manufacturing careers.

I1. Scope of Work
The City of Somerville seeks a consultant with experience in workforce development who can assist with the
creation of workforce development plan for the City.

Section 1: Local Jobs Environment
Vendor will assess the City of Somerville’s current and future workforce development needs including:



e Resident demographic trends

e Affordability for families

e Major industries and employment needs
e Future growth projections

The vendor may include a literature review in addition to their own analysis. Local studies and data which can
be supplied by City of Somerville officials for use, reference, or comparison. The Somerville Jobs Advisory
Committee study and the 2013 Nexus Study are included in the attachments to this RFP.

The vendor is encouraged to place Somerville in a regional, state, and national context in terms of employment
and technological trends.

Vendor must submit a draft of section 1 findings for City review prior to creation of a final report.

Approx. 20-25% of work.

Section 2: Workforce Agencies and Services

Vendor will assess Somerville’s local and regional workforce development agency network and assess gaps in
coverage or areas in need of improvement city-wide. This should include individual interviews, community
surveys of businesses and job-seekers, and group discussions of workforce development professionals of which
the vendor will facilitate.

Vendor must submit a draft of section 2 findings for City review prior to creation of a final report.

Approx. 30-40% of work.

Section 3: Community Engagement

Somerville is a city that prides itself on stakeholder input. The vendor should be prepared to assist in
developing, planning, and attending, with City officials as leads, one or two public engagement events to put
resident focus on workforce development efforts within the City. This may include informational meetings or
more informal events.

Approx. 10-15% of work.

Section 4: Final Report
Based on the above data and local and regional assessments and discussions the vendor will develop a report of
recommendations, including costs, on how to improve coverage and services including:

e Partnerships

e Education or training programs to expand, adopt, or create

e Best practices regionally and nationwide

e Accessing local, state, and federal funding sources

e Additional staff capacity, agency creation, or structure development

Approx. 25% of work

Additional

Final report should be expected to be published late 4™ quarter 2017 or early 1% quarter 2018.

Final report should be presented in a well-designed and graphically pleasing format.

The vendor will work with City staff to prepare a Power Point presentation. Vendor should also be prepared and
available to present the findings and recommendations of the review to the Mayor and City staff upon request.



PROPOSAL SUBMISSION DOCUMENTS

Vendor proposals should present a clear and comprehensive work plan, including a
1.Work Plan | project timeline necessary to satisfy the scope of services outlined above.

Demonstrated experience in providing consulting services to a wide array of
entities including government and non-profits. To this end, the proposer shall list at
least three relevant references. The City of Somerville reserves the right to use
ourselves as a reference. References shall include the following information.
e The name, address and telephone number of each client listed above.
e A description of the work performed under each contract.
e A description of the nature of the relationship between proposer and the
customer.
e The name and telephone number of the person the City may contact as a
reference.
e The amount of the contract.
e The volume of the work performed.
e The dates of performance.

2. References

3. Sample Consultant shall submit one sample of its most recent and relevant work
Work product/report.

Demonstrated expertise in the performance in projects of a similar kind. The
proposal should include a complete listing of the staffing that will be utilized to
complete the project for the City of Somerville, with a) resumes for each member
4. Project of the consulting team (team members may not be changed during the course of the
Staffing study without the consent of the City); b) a description of the responsibilities of
each team member; c) if the team is made up of separate firms, a description of the
organizational structure of the team. The Proposal shall identify a lead principal
who shall serve as the primary contact with the City.

5. L :
Performance No documented record of non-performance or significant unsatisfactory
Record performance in providing consulting services related to municipal government.

Comparative Evaluation Criteria
The Comparative Evaluation Criteria set forth in this section of the RFP shall be used to evaluate responsible and
responsive proposals. The Comparative Evaluation Criteria are:

All proposals will be reviewed by an evaluation committee composed of employees of the City. Final selection will
be based upon the evaluators’ analysis of the information and materials required under the RFP and provided by the
proposing vendors in their submissions. The City reserves the right to involve an outside consultant in the selection
process. Proposals that meet the minimum quality requirements will be reviewed for responses to the comparative
evaluation criteria. The evaluation committee will assign a rating of Highly Advantageous, Advantageous, Not
Advantageous, or Unacceptable to the comparative evaluation criteria.



The City will only award a contract to a responsive and responsible Proposer. Before awarding the contract(s), the
City may request additional information from the Proposer to ensure that the Proposer has the resources necessary to
perform the required services. The City reserves the right to reject any and all proposals if it determines that the
criteria set forth have not been met.

Factor 1: Written Proposal

The proposal outlines a clear and comprehensive work plan that
Highly Advantageous addresses all of the areas of interest as well as the core elements
of the project as specified in the scope of services.

The proposal outlines a clear and comprehensive work plan that
Advantageous addresses most of the areas of interest and most of the core
elements of the project as specified in the scope of services.

The proposal does not present a clear and comprehensive work
Not Advantageous plan or does not address most of the areas of interest nor the core
elements of the project as specified in the scope of services.

Factor 2: Experience conducting workforce development studies and projects

Vendor has demonstrated strong breadth of experience

Highly Advantageous conducting a significant number of similar projects.

Advantageous Vendor has demonstrated experience conducting similar projects.

Vendor has demonstrated experience conducting impact analysis
Not Advantageous studies for municipalities, but no direct experience conducting
nexus studies.

Factor 3: Availability to complete work

Project proposal timeline clearly delineates timing for completion
Highly Advantageous of deliverables with deliverable being completed in a highly
satisfactory timeframe that is reasonably attainable.

Project proposal timeline delineates timing for completion of
Advantageous deliverables with deliverable being completed in a sufficient
timeframe that is reasonably attainable.

Project proposal timeline delineates timing for completion of
deliverables with deliverable being completed in an
unsatisfactory timeframe or in a timeframe that does not seem
reasonably attainable.

Not Advantageous

Factor 4: Sample Work

Sample work provided is clear, comprehensive, and similar in

Highly Advantageous scope to the project needed for the City of Somerville.




Advantageous Sample work is clear, comprehensive, and addresses portions of
g the above scope of work.
Not Advantageous Sample work is not of a similar scope.

N

Positive responses from references and references are of

Highly Advantageous uniformly high quality.

Positive responses from references and references are generally

Advantageous good.

Not Advantageous One negative response from a reference.

Quality Requirements

Quality requirements, or basic business requirements, are the minimum set of standards that an entity must meet
and certify to be considered responsible and responsive. Please complete the Quality Requirements form,
below, and submit it with your completed proposal. The City of Somerville will disqualify any response that
does not meet the minimum quality requirements. A "No Response" to items 1, 2, or 3, or a failure to respond to
any of the following minimum standards may result in disqualification of your proposal.

QUALITY REQUIREMENTS YES NO

1 Proposer has produced a workforce development strategic plan for a government or
" | non-profit entity.

Proposer has at least five years of experience in the field economic development and
workforce development.

3. | Proposer has conducted work in the greater Boston metropolitan area.

Optional:

4, Are you a Mass. Supplier Diversity Office MBE/WBE certified minority or
woman owned business? Additional minority designations may be submitted by
attaching supporting documentation.

In order to provide verification of affirmative responses to items 1, 2, and 3 under the quality requirements listed
in the Quality Requirements Form, Offeror must submit written information that details the general background,
experience, and qualifications of the organization. Subcontractors, if applicable, must be also included.



Period of Performance

The period of performance for this contract begins on or about 07/01/17 and ends on or about 06/30/18. If
applicable, optional renewal years may be exercised by the sole discretion of the City (see cover page for
anticipated contract term).

Place of Performance

All services, delivery, and other required support shall be conducted in Somerville and other locations
designated by the Department point of contact. Meetings between the Vendor and City personnel shall be held
at the City of Somerville, Massachusetts, unless otherwise specified.

Vendor Conduct

The Vendor’s employees shall comply with all City regulations, policies, and procedures. The Vendor shall
ensure that their employees present professional work attire at all times. The authorized contracting body of the
City may, at his/her sole discretion, direct the Vendor to remove any Vendor employee from City facilities for
misconduct or safety reasons. Such rule does not relieve the VVendor of their responsibility to provide sufficient
and timely service. The City will provide the Vendor with immediate written notice for the removal of the
employee. Vendors must be knowledgeable of the conflict of interest law found on the Commonwealth’s
website http://www.mass.gov/ethics/laws-and-regulations-/conflict-of-interest-information/conflict-of-interest-
law.html. Vendors may be required to take the Conflict of Interest exam.

Vendor Personnel
The Vendor shall clearly state the name of the proposed project manager. All proposed staff must demonstrate
the ability to carry out the specified requirements.

Confidentiality

The Vendor agrees that it will ensure that its employees and others performing services under this contract will
not use or disclose any non-public information unless authorized by the City. That includes confidential reports,
information, discussions, procedures, and any other data that are collected, generated or resulting from the
performance of this scope of work. All documents, photocopies, computer data, and any other information of
any kind collected or received by the Vendor in connection with the contract work shall be provided to the City
upon request at the termination of the contract (i.e., the date on which final payment is made on the contract or
at such other time as may be requested by the City or as otherwise agreed by City and the Vendor). The Vendor
may not discuss the contract work in progress with any outside party, including responding to media and press
inquiries, without the prior written permission of the City. In addition, the Vendor may not issue news releases
or similar items regarding contract award, any subsequent contract modifications, or any other contract-related
matter without the prior written approval of the City. Requests to make such disclosures should be addressed in
writing to the Vendor’s point of contact.

Deliverables

Vendor shall provide for all day-to-day supervision, inspection , and monitoring of all work performed to ensure
compliance with the contract requirements. The contractor is responsible for remedying all defects and or
omissions to the supplies or services provided to ensure that said deliverables meet the requirements as detailed
in the contract specifications.


http://www.mass.gov/ethics/laws-and-regulations-/conflict-of-interest-information/conflict-of-interest-law.html
http://www.mass.gov/ethics/laws-and-regulations-/conflict-of-interest-information/conflict-of-interest-law.html

RFP # 17-67

SECTION 3.0
STRATEGIC PLAN FOR WORKFORCE DEVELOPMENT
PROPOSERS’ CHECKLIST

Please ensure all documents listed on this checklist are included with your proposal. Failure to do so may
subject the proposer to disqualification.

Non-Price Proposal

Required with Sealed Proposals

Cover Letter

Acknowledgement of Addenda (if applicable and non-price related)
Quality Requirements (See Section 2.0)

Somerville Living Wage Form

Certificate of Non-Collusion and Tax Compliance

___ Certificate of Signature Authority

___ Reference Form (or equivalent may be attached)

W9

Required with Contract, Post Award

Certificate of Good Standing (will be required of awarded VVendor; please furnish with proposal
if available)

Insurance Specifications (will be required of awarded Vendor; furnish sample certificate with
bid, if possible)

Price Proposal
Acknowledgement of Addenda (if applicable and price related)

Price Form



RFP # 17-67

SECTION 4.0
PRICING

By signing this Price Form, the Proposer certifies the following bulleted statements and offers to supply and
deliver the materials and services specified below in full accordance with the Contract Documents supplied by
the City of Somerville entitled: STRATEGIC PLAN FOR WORKFORCE DEVELOPMENT

e The proposals will be received at the office of the Purchasing Director, Somerville City Hall, 93 Highland
Avenue, Somerville, MA 02143 no later than 05/31/17 by 11AM EST

e If the awarded vendor is a Corporation a “Certificate of Good Standing” (produced by the Mass. Sec. of
State) must be furnished with the resulting contract (see Section 3.0.)

e Awarded Vendor must comply with Living Wage requirements (see Section 3.0; only for services)

e Awarded Vendor must comply with insurance requirements as stated in Section 3.0.

e The Purchasing Director reserves the right to accept or reject any or all proposals and/or to waive any
informalities if in her/his sole judgment it is deemed to be in the best interest of the City of Somerville.

e The following prices shall include delivery, the cost of fuel, the cost of labor, and all other charges.

e This form to be enclosed in sealed proposal package.

Please provide Unit Price for the following and include any additional fees not listed:
07/01/17 - 06/30/18 Total Fixed Fee

Strategic Plan - Total Fixed Fee

$

07/01/17 - 06/30/18 Deliverables Fee Schedule

Local Jobs Environment Report Draft $

Workforce Agencies and Services Report
Draft
Community Engagement and Meetings

&+

>

Final Report

Name of Company/Individual:

Address, City, State, Zip:

Tel # Email:

Signature of Authorized
Individual
Please acknowledge receipt of any and all Addenda (if applicable) by signing below and including this form in your proposal

package. Failure to do so may subject the proposer to disqualification.

ACKNOWLEDGEMENT OF ADDENDA:
Addendum #1 #2 #3 #4 #5 #6 #7 #8 #9 #10




APPENDIX A
City’s General Terms and Conditions



CITY OF SOMERVILLE STANDARD CONTRACT GENERAL CONDITIONS

1. Definitions
“City” shall mean the City of Somerville, Massachusetts.

“Contract” and “Contract Documents” shall include the following documents, as applicable: City’s Standard Contract Form; these Standard
Contract General Conditions; City’s Invitation for Bids, Request for Proposals, Request for Quotation, or other solicitation; the Vendor’s response
to the City’s solicitation document including certifications but excluding any language stricken by City as unacceptable. Appendices are made an
integral part of this Contract. The Contract documents are to be read collectively and complementary to one another; any requirement under one
shall be as binding as if required by all. In the event of any conflict or inconsistency between the provisions of the City’s Standard Contract Form or
these Standard Contract General Conditions and any other Contract Documents or appendices, the provisions of the City’s Standard Contract
Form and/or these Standard Contract General Conditions shall prevail. In the event of any conflict or inconsistency between the Contract
Documents and any applicable state law, the applicable state law shall prevail.

“Certify” or “Certifies” shall mean that the Vendor certifies under pains and penalties of perjury to the statement referenced.
“Vendor” shall mean the individual, corporation, partnership, or other entity which is a party to this Contract.

2. Performance; Time

The Vendor shall perform in accordance with all provisions of this Contract in a manner satisfactory to the City. The Vendor’s performance shall
be timely and meet or exceed industry standards for the performance required. It is understood and agreed that all specified times or periods of
performance are of the essence of this Contract.

3. Acceptance of Goods or Services

Performance under this Contract shall include services rendered, obligations due, costs incurred, goods and deliverables provided and accepted
by the City. The City shall have a reasonable opportunity to inspect all goods and deliverables, services performed by, and work product of the
Vendor, and accept or reject same.

4. Compensation

The City shall pay in full and complete compensation for goods received and accepted and services performed and accepted under this Contract
in an amount not to exceed the amount stated on the face of this Contract paid in accordance with the rate indicated or in accordance with a
prescribed payment schedule.

The Vendor shall periodically submit invoices to the City, for which compensation is due under this Contract and requesting payment for goods
received or services rendered by the Vendor during the period covered by the invoice. The invoice must agree to the rates/payment schedule as
indicated in this contract. The invoice shall include the following information: vendor name, vendor remit address, invoice date, invoice number,
itemized listing of goods, services, labor, and expenses and indicating the total amount due. The City shall review the invoice and determine the
value of goods or services accepted by the City in accordance with the Contract Documents. Payments due to the Vendor will be made within
sixty (60) days from receipt and approval of an invoice. Final invoices from the Vendor are due no later than ninety (90) days from the Completion
Date. Any invoice received past the ninety (90) day date will not be paid. If this Contract is extended, invoices related to the extension period are
due no later than ninety (90) days from the Extended Completion Date.

The Vendor shall furnish such information relating to the goods or services or to documentation of labor or expenses as may be requested by the
City. Acceptance by the Vendor of any payment or partial payment, without any written objection by the Vendor, shall in each instance operate as
a release and discharge of the City from all claims, liabilities, or other obligations relating to the performance of this Contract.

In case of an error in extension prices quoted herein, the unit price will govern (Applicable To Goods Only).

5. Release of City on Final Payment

Acceptance by the Vendor of payment from the City for final delivery of goods or rendering of services under this Contract shall be deemed to
release forever the City from all claims and liabilities, except those which the Vendor notifies the City in writing within three (3) months after such
payment.

6. Risk of Loss
The Vendor shall bear the risk of loss, for any cause, for any Vendor materials used for this Contract and for all goods, deliverables, and work in
process, until possession, ownership, and full legal title to the goods and deliverables are transferred to and accepted by the City.

The Vendor shall pay and be exclusively responsible for all debts for labor and material contracted for by the Vendor for the rental of any
appliance or equipment hired by Vendor and/or for any expense incurred on account of services to be performed or goods delivered under this
Contract.

The City shall not be liable for any personal injury or death of the Vendor, its officers, employees, or agents.

7. Indemnification

The Vendor shall indemnify, defend (with counsel acceptable to City, which acceptance shall not be unreasonably withheld), and hold harmless
the City of Somerville, its officers, employees, agents and representatives from and against any and all claims, suits, liabilities, losses, damages,
costs or expenses (including judgments, costs, interest, attorney’s fees and expert’s fees) arising from or in connection with any act or omission
relating in any way to the performance of this Contract by the Vendor, its agents, officers, employees, or subcontractors.

The extent of this indemnification shall not be limited by any obligation or any term or condition of any insurance policy. The obligations set forth in
this paragraph shall survive the expiration or termination of this Agreement.
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8. Default; Termination; Remedies

A. Events of Default
The following shall constitute events of default under this Contract: (1) The Vendor has made any material misrepresentation to the City; or (2) a
judgment or decree is entered against the Vendor approving a petition for an arrangement, liquidation, dissolution or similar relief relating to
bankruptcy or insolvency; or (3) the Vendor files a voluntary petition in bankruptcy or any petition or answer seeking any arrangement, liquidation
or dissolution relating to bankruptcy, insolvency or other relief for debtors; or (4) the Vendor seeks or consents or acquiesces in the appointment of
any trustee or receiver, or is the subject of any other proceeding under which a court assumes custody or control over the Vendor or of any of the
Vendor's property; or (5) the Vendor becomes the defendant in a levy of an attachment or execution, or a debtor in an assignment for the benefit
of creditors; or (6) the Vendor is involved in a winding up or dissolution of its corporate structure; or (7) any failure by the Vendor to perform any of
its obligations under this Contract, including, but not limited to, the following: (i) failure to commence performance of this Contract at the time
specified in this Contract due to a reason or circumstance within the Vendor’s reasonable control, (i) failure to perform this Contract with sufficient
personnel and equipment or with sufficient material to ensure the completion of this Contract within the specified time due to a reason or
circumstance within the Vendor’s reasonable control, (iii) failure to perform this Contract in a manner reasonably satisfactory to the City, (iv) failure
to promptly re-perform within reasonable time the Services or Supplies that were properly rejected by the City as erroneous or unsatisfactory, (v)
discontinuance of the Services or Supplies for reasons not beyond the Vendor’s reasonable control, (vi) failure to comply with a material term of
this Contract, including, but not limited to, the provision of insurance and nondiscrimination; or (8) any other acts specifically and expressly stated
in this Contract as constituting a basis for termination of this Contract.

B. Termination Upon Default.
In the event of a default by the Vendor, the City, acting through its Chief Procurement Officer, may, at its option, terminate this Contract
immediately by written notice of termination specifying the termination date.

Notwithstanding the above, in the event of a default by the Vendor, the City, acting through its Chief Procurement Officer, may give notice in
writing of a default, which notice shall set forth the nature of the default and shall set a date, by which the Vendor shall cure the default, subject to
approval of the City.

If the Vendor fails to cure the default, the City, in the alternative, may make any reasonable purchase or contract to acquire goods or services in
substitution for those due from Vendor. The City may deduct the cost of any substitute contract or nonperformance together with incidental and
consequential damages from the Contract price and shall withhold such damages form sums due or to become due to the Vendor. If the damages
sustained by the City exceeds sums due or to become due, the Vendor shall pay the difference to the City upon demand.

Upon immediate notification to the other party, neither the City nor the Vendor shall be deemed to be in default for failure or delay in performance
due to Acts of God or other causes factually beyond their control and without their fault or negligence. Subcontractor failure to perform or price
increases due to market fluctuations or product availability will not be deemed factually beyond the Contractor's control. The City retains all rights
and remedies at law or in equity.

If the Vendor fails to cure the default within the time as may be required by the notice, the City, acting through its Chief Procurement Officer, may,
at its option terminate the Contract.

The parties agree that if City erroneously or unjustifiably terminates this Contract for cause, such termination shall be deemed a termination for
convenience, which shall be effective thirty (30) days after such notice of termination for cause is provided.

C. Termination For Convenience.
Notwithstanding any language to the contrary within this Contract, the City, acting through its Chief Procurement Officer, may terminate this
Contract, without cause at any time, effective upon the termination date stated in the notice of termination. In the event of termination for
convenience, the Vendor shall be entitled to be paid for goods delivered and accepted and services rendered and accepted prior to notice of
termination at the prices stated in the Contract, subject to offset of sums due the Vendor against sums owed by the Vendor to the City. Any goods
or services delivered after notification of termination but prior to the effective termination date must be approved in writing in advance by the City in
order to be eligible for payment. In no event shall the Vendor be entitled to be paid for any goods or services delivered after the effective date of
termination. The Vendor shall be entitled to no other compensation of any type. In no case shall a Vendor be entitled to lost profits.

D. Obligations Upon Termination.
Upon termination of this Contract with or without cause, the Vendor shall immediately, unless otherwise directed by the City: 1. cease
performance upon the stated termination date; 2. surrender to the City the Vendor’s work product, which is deliverable under the Contract,
whatever its state of completion; and 3. return all tools, equipment, finished or unfinished documents, data, studies, reports, correspondence,
drawings, plans, models, or any other items whatsoever prepared by the Vendor pursuant to this Contract, which shall become property of the
City, or belonging to or supplied by the City.

E. Rights and Remedies.
The City shall have the right to: a) disallow all or any part of the Vendor's invoices not in material compliance with this Contract; b) temporarily
withhold payment pending correction by the Vendor of any deficiency; c) sue for specific performance or money damages or both, including
reasonable attorneys' fees and costs incurred in enforcing any Vendor obligations hereunder; d) pursue remedies under any bond provided; and e)
pursue such other local, state and federal actions and remedies as may be available to the City.

Any termination shall not effect or terminate any of the rights or remedies of the City as against the Vendor then existing, or which may accrue
because of any default. No remedy referred to in this subsection is intended to be exclusive, but shall be cumulative, and in addition to any other
remedy referred to above or otherwise available to the City or Vendor at law or in equity. The Vendor shall not gain nor assert any right, title or
interest in any product produced by the Vendor under this Contract.

9. Insurance

The Vendor shall comply with all insurance requirements set out in the Contract Documents. The Vendor shall deliver to the City new certificates
of insurance at least ten (10) calendar days prior to expiration of the prior insurance and shall furnish the City with the name, business address
and telephone number of the insurance agent. Vendor certifies compliance with applicable state and federal employment laws or regulations
including but not limited to G.L. c. 152 (Workers’ Compensation), as applicable, and Vendor shall provide City with acceptable evidence of
compliance with the insurance requirements of this chapter.

10. Governing Law; Forum
This Contract shall be governed by the laws of the Commonwealth of Massachusetts. Any action arising out of this Contract shall be brought and
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maintained in a state or federal court in Massachusetts which shall have exclusive jurisdiction thereof.

11. Complete Agreement

This Contract supersedes all prior agreements and understandings between the parties and may not be changed unless mutually agreed upon in
writing by both parties.

12. Amendment

No amendment to this Contract shall be effective unless it is signed by the authorized representatives of all parties and complies with all
requirements of the law. All alterations or additions, material or otherwise, to the terms and conditions of this Contract must be in writing and
signed by the City, as set forth in the below section, and the Vendor.

13. Conditions of Enforceability Against the City

This Contract is only binding upon, and enforceable against, the City if: (1) the Contract is signed by the Mayor; (2) endorsed with approval by the
City Auditor as to appropriation or availability of funds; (3) endorsed with approval by the City Solicitor as to form; and (4) funding is appropriated
for this Contract or otherwise made available to the City.

This Contract and payments hereunder are subject to the availability of an appropriation therefor. Any oral or written representations,
commitments, or assurances made by any City representatives are not binding. Vendors should verify funding and contract execution prior to
beginning performance.

When the amount of the City Auditor’s certification of available funds is less than the face amount of the Contract, the City shall not be liable for
any claims or requests for payment by Vendor which would cause total claims or payments under this Contract to exceed the amount so certified.

The City’s Standard Contract Form and Standard Contract General Conditions shall supersede any conflicting verbal or written agreements or
forms relating to the performance of this Contract, including contract forms, purchase orders, or invoices of the Vendor.

The City shall have no legal obligation to compensate a Vendor for performance that is outside the scope of this Contract. The City shall make no
payment prior to the execution of a Contract.

14. Taxes
Purchases incurred by the City are exempt from Federal Excise Taxes and Massachusetts Sales Tax, and prices must exclude any such taxes.
Tax Exemption Certificates will be furnished upon request. The City of Somerville's Massachusetts Tax Exempt Number is: MO46 001 414.

15. Independent Contractor
The Vendor is an independent contractor and is not an employee, agent or representative of the City. The City shall not be obligated under any
contract, subcontract, or commitment made by the Vendor.

16. Assignment; Sub-Contract
The Vendor shall not assign, delegate, subcontract, or transfer this Contract or any interest herein, without the prior written consent of the City.

17. Discrimination

The Vendor agrees to comply with all applicable laws prohibiting discrimination in employment. The Vendor agrees that it shall be a material
breach of this Contract for the Vendor to engage in any practice which shall violate any provision of G.L. ¢. 151B, relative to discrimination in
hiring, discharge, compensation or terms, conditions or privileges of employment because of race, color, religious creed, national origin, sex,
sexual orientation, age, or ancestry.

18. Waiver
All duties and obligations contained in this Contract can only be waived by written agreement. Forbearance or indulgence in any form or manner
by a party shall not be construed as a waiver, nor in any way limit the legal or equitable remedies available to said party.

19. Severability

In the event that any provision of this Contract shall be held to be illegal, unenforceable or void, such provision shall be severed from this Contract
and the entire Contract shall not fail on account thereof, but otherwise remain in full force and effect and shall be enforced to the fullest extent
permitted by law.

20. Notice

The parties shall give notice in writing by one of the following methods: (i) hand-delivery; (ii) facsimile; (iii) certified mail, return receipt requested;
or (iv) or overnight delivery service, to the Vendor at the contact information specified on the face of this Contract; to the City addressed to:
Purchasing Director, Somerville City Hall, 93 Highland Avenue, Somerville, MA 02143, Fax # 617-625-1344 with a copy to: City Solicitor, City
Hall, 93 Highland Avenue, Somerville, MA 02143. Notice shall be effective on the earlier of (i) the day of actual receipt, or (ii) one day after tender
of delivery.

21. Captions
The captions of the sections in this Contract are for convenience and reference only and in no way define, limit or affect the scope or substance of
any section of this Contract.

22. Non-Collusion

This Contract was made without collusion or fraud with any other person and was in all respects bona fide and fair. As used in this paragraph, the
word, "person," shall mean any natural person, joint venture, partnership, corporation, or other business or legal entity. The Vendor certifies under
penalties of perjury that this bid or proposal has been made and submitted in good faith and without collusion or fraud with any other person. As
used in this certification, the word “person” shall mean any natural person, business, partnership, corporation, union, committee, club, or other
organization, entity, or group of individuals.

23. Tax and Contributions Compliance
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The Vendor certifies, under pains and penalties of perjury, in accordance with MGL c. 62C, s. 49A, that the Vendor is in full compliance with all
laws of the Commonwealth of Massachusetts relating to taxes, is in good standing with respect to all returns due and taxes payable to the
Commonwealth, reporting of employees and contractors, and withholding and remitting of child support and to contributions and payments in lieu
of taxes. In the event that the City is notified by the IRS that the TIN provided by the vendor and the vendor name as recognized by the IRS do
not match their records, the vendor is responsible for all penalties.

24. Municipal Taxes, Charges and Liens

The Vendor certifies that it has paid all accounts receivable owed to the City of Somerville, including but not limited to real estate, personal
property or excise tax, parking fines, water/sewer charges, license/permit fees, fines and/or any other municipal lien charges due to the City of
Somerville. Pursuant to MGL c. 60, s. 93, the Vendor agrees that the Collector/Treasurer of the City may withhold from amounts owing and
payable to the Vendor under this Contract any sums owed to any department or agency of the City which remain wholly or partially unpaid. This
shall include but not be limited to unpaid taxes and assessments, police details, and any other fees and charges until such sums owed have been
fully paid, and the Collector/Treasurer may apply any amount owing and payable to the Vendor to satisfy any monies owed to the City.

25. Compliance with Applicable Laws

The Vendor shall comply with all applicable federal and state laws, and city ordinances and regulations, which in any manner affect performance
of this Contract. The Vendor shall defend, indemnify, and hold harmless the City, its officers, agents and employees against any claim or liability
arising from or based on the violations of such ordinances, regulations or laws, caused by the negligent actions of the Vendor, its agents,
employees or subcontractors.

26. Conflict of Interest

The Vendor certifies that no official or employee of the City has a financial interest in this Contract or in the expected profits to arise therefrom,
unless there has been compliance with the provisions of G. L. c. 43, § 27 (Interest in Public Contracts by Public Employees), and G. L. c. 268A
(Conflict of Interest). The Vendor certifies that it has reviewed the Massachusetts Conflict of Interest Law, MGL c. 268A and at any time during the
term of this Contract, the Vendor is required to affirmatively disclose in writing to the City the details of any potential conflicts of interest of which
the Vendor has knowledge or learns of during the Contract term.

27. Licenses and Permits

The Vendor certifies that it is qualified to perform the Contract and shall obtain and possess at its sole expense, all necessary licenses, permits, or
other authorizations required by the City, the Commonwealth of Massachusetts or any other governmental agency, for any activity under this
Contract. The Vendor shall submit copies of such licenses and/or permits to the City upon request If a business, the Vendor certifies that it is a
duly organized and validly existing entity, licensed to do business in Massachusetts, in good standing in the Commonwealth of Massachusetts,
with full power and authority to consummate the Contract, and listed under the Commonwealth of Massachusetts Secretary of State’s website as
required by law.

28. Recordkeeping, Audit, and Inspection of Records All records, work papers, reports, questionnaires, work product, regardless of its
medium, prepared or collected by the Vendor in the course of completing the work to be performed under this Contract shall at all times be the
exclusive property of the City. In the event of termination or upon expiration of the Contract, the Contractor shall promptly deliver to the City all
documents, work papers, calculations, data, drawings, plans, and other tangible work product or materials pertaining to the services performed
under this Contract, in both a physical format and electronic format. The electronic format shall be either Comma Separated Values (CSV) files
along with the mapping information for each field, or Microsoft SQL (2005/2008) database with all associated Database Schemas, or such other
electronic format(s) acceptable to the city. At no additional cost to the City, the Contractor shall store and preserve such records while in their
possession in accordance with the requirements of the Massachusetts Public Records Law, the Commonwealth of Massachusetts record retention
schedule and City of Somerville record retention schedule. The City shall have the right to at reasonable times and upon reasonable notice to
examine and copy, at its reasonable expense, the books, records, and other compilations of data of the Vendor which relates to the provision of
services under this Contract. Such access shall include on-site audits, review, and copying of said records.

29. Debarment or Suspension
The Vendor certifies that it has not been and currently is not debarred or suspended by any federal, state, or municipal governmental agency
under G. L. c. 29, § 29F or other applicable law, nor will it contract with a debarred or suspended subcontractor on any public contract.

30. Warranties (Applicable to Goods Only)

The Vendor warrants that (1) the goods sold are merchantable, (2) that they are fit for the purpose for which they are being purchased, (3) that
they are absent any latent defects and (4) that they are in conformity with any sample which may have been presented to the City. The Vendor
guarantees that upon inspection, any defective or inferior goods shall be replaced without additional cost to the City. The Vendor will assume any
additional cost accrued by the City due to the defective or inferior goods. The Vendor guarantees all goods for a period of no less than one (1)
year, unless a greater period of time is specified in the Contract Documents.
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Form: CITY OF SOMERVILLE Rev. 08/01/12
Contract Number:

Non-Collusion Form and Tax Compliance Certification

Instructions: Complete each part of thistwo-part form and sign and date where
indicated below.

A. NON-COLLUSION FORM

I, the undersigned, hereby certify under penalties of perjury that this bid or proposal
has been made and submitted in good faith and without collusion or fraud with any other
person.

As used in this certification, the word "person™ shall mean any natural person,
business, partnership, corporation, union, committee, club, or other organization, entity,
or group of individuals.

Signature:

(Individual Submitted Bid or Proposal)
Duly Authorized

Name of Business or Entity:

Date:

B. TAXCOMPLIANCE CERTIFICATION

Pursuant to M.G.L. c. 62C, 849A, | certify under the penalties of perjury that, to the
best of my knowledge and belief, I am in compliance with all laws of the Commonwealth
relating to taxes, reporting of employees and contractors, and withholding and remitting
child support, as well as paid all contributions and payments in lieu of contributions
pursuant to MGL 151A, 819A(b).

Signature:

(Duly Authorized Representative of Vendor)

Name of Business or Entity:

Social Security Number or Federal Tax | D#:

Date:

Print

Online at: www.somervillema.gov/purchasing Page 1of 1
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Form: CITY OF SOMERVILLE Rev. 08/01/12
Contract Number:

S

Certificate of Authority
(Corporations Only)

Instructions: Complete this form and sign and date where indicated below.

1. I hereby certify that I, the undersigned, am the duly elected Clerk/Secretary of

(Insert Full Name of Corporation)

2. | hereby certify that the following individual
(Insert the Name of Officer who Signed the Contract and Bonds)

is the duly elected of said Corporation.
(Insert the Title of the Officer in Line 2)

3. | hereby certify that on
(Insert Date: Must be on or before Date Officer Signed Contract/Bonds)

at a duly authorized meeting of the Board of Directors of said corporation, at which a
guorum was present, it was voted that

(Insert Name of Officer from Line 2) (Insert Title of Officer from Line 2)

of this corporation be and hereby is authorized to make, enter into, execute, and
deliver contracts and bonds in the name and on behalf of said corporation, and
affix its Corporate Seal thereto, and such execution of any contract of obligation
in this corporation’s name and on its behalf, with or without the Corporate Seal,
shall be valid and binding upon this corporation; and that the above vote has not
been amended or rescinded and remains in full force and effect as of the date set
forth below.

4, ATTEST:
Signature: AFFIX CORPORATE SEAL HERE
(Clerk or Secretary)

Printed Name:

Printed Title:

Date:
(Date Must Be on or after Date Officer Signed Contract/Bonds)

Print
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Form: CITY OF SOMERVILLE Rev. 08/01/12
Contract Number:

=

Certificate of Authority
(Limited Liability Companies Only)

Instructions. Complete thisform and sign and date whereindicated below.

1. 1, the undersigned, being a member or manager of

(Complete Name of Limited Liability Company)

a limited liability company (LLC) hereby certify as to the contents of this form for the
purpose of contracting with the City of Somerville.

2. The LLC is organized under the laws of the state of:

3. The LLC is managed by (check one) aDManager or by its DMembers.

4. | hereby certify that each of the following individual(s) is:

e amember/manager of the LLC;

e duly authorized to execute and deliver this contract, agreement, and/or
other legally binding documents relating to any contract and/or agreement
on behalf of the LLC;

e duly authorized to do and perform all acts and things necessary or
appropriate to carry out the terms of this contract or agreement on behalf
of the LLC; and

e that no resolution, vote, or other document or action is necessary to
establish such authority.

Name Title

5. Signature:

Printed Name:

Printed Title:

Date: Print
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Form: CITY OF SOMERVILLE Rev. 05/12/17
Contract Number:

SOMERVILLE LIVING WAGE ORE)INANCE CERTIFICATION FORM
CITY OF SOMERVILLE CODE OF ORDINANCES SECTION 2-397 et seq’.

Instructions: This form shall be included in all Invitations for Bids and Requests for Proposals
which involve the furnishing of labor, time or effort (with no end product other than reports) by
vendors contracting or subcontracting with the City of Somerville, where the contract price
meets or exceeds the following dollar threshold: $10,000. If the undersigned is selected, this
form will be attached to the contract or subcontract and the certifications made herein shall be
incorporated as part of such contract or subcontract. Complete this form and sign and date
where indicated below on page 2.

Purpose: The purpose of this form is to ensure that such vendors pay a “Living Wage” (defined
below) to all covered employees (i.e., all employees except individuals in a city, state or
federally funded youth program). In the case of bids, the City will award the contract to the
lowest responsive and responsible bidder paying a Living Wage. In the case of RFP’s, the City
will select the most advantageous proposal from a responsive and responsible offeror paying a
Living Wage. In neither case, however, shall the City be under any obligation to select a bid or
proposal that exceeds the funds available for the contract.

Definition of “Living Wage”: For this contract or subcontract, as of 7/1/2017 “Living Wage”
shall be deemed to be an hourly wage of no less than $12.49 per hour. From time to time, the
Living Wage may be upwardly adjusted and amendments, if any, to the contract or subcontract
may require the payment of a higher hourly rate if a higher rate is then in effect.

CERTIFICATIONS

1. The undersigned shall pay no less than the Living Wage to all covered employees who directly
expend their time on the contract or subcontract with the City of Somerville.

2. The undersigned shall post a notice, (copy enclosed), to be furnished by the contracting City
Department, informing covered employees of the protections and obligations provided for in the
Somerville Living Wage Ordinance, and that for assistance and information, including copies of
the Ordinance, employees should contact the contracting City Department. Such notice shall be
posted in each location where services are performed by covered employees, in a conspicuous
place where notices to employees are customarily posted.

3. The undersigned shall maintain payrolls for all covered employees and basic records relating
hereto and shall preserve them for a period of three years. The records shall contain the name and
address of each employee, the number of hours worked, the gross wages, a copy of the social

*Copies of the Ordinance are available upon request to the Purchasing Department.

Online at: www.somervillema.gov/purchasing Page 1 of 3
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security returns, and evidence of payment thereof and such other data as may be required by the
contracting City Department from time to time.

4. The undersigned shall submit payroll records to the City upon request and, if the City receives
information of possible noncompliance with the provisions the Somerville Living Wage
Ordinance, the undersigned shall permit City representatives to observe work being performed at
the work site, to interview employees, and to examine the books and records relating to the
payrolls being investigated to determine payment of wages.

5. The undersigned shall not fund wage increases required by the Somerville Living Wage
Ordinance by reducing the health insurance benefits of any of its employees.

6. The undersigned agrees that the penalties and relief set forth in the Somerville Living Wage
Ordinance shall be in addition to the rights and remedies set forth in the contract and/or
subcontract.

CERTIFIED BY:

Signature:

(Duly Authorized Representative of VVendor)

Title:

Name of Vendor:

Date:

Online at: www.somervillema.gov/purchasing Page 2 of 3
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INSTRUCTIONS: PLEASE POST

NOTICE TO ALL EMPLOYEES
REGARDING PAYMENT OF LIVING WAGE

Under the Somerville, Massachusetts’ Living Wage Ordinance (Ordinance No. 1999-1),
any person or entity who has entered into a contract with the City of Somerville is required to
pay its employees who are involved in providing services to the City of Somerville no less than a
“Living Wage”.

The Living Wage as of 7/1/2017 is $12.49 per hour. The only employees who are not
covered by the Living Wage Ordinance are individuals in a Youth Program. “Youth Program™ as
defined in the Ordinance, “means any city, state or federally funded program which employs
youth, as defined by city, state or federal guidelines, during the summer, or as part of a school to
work program, or in any other related seasonal or part-time program.”

For assistance and information regarding the protections and obligations provided for in

the Living Wage Ordinance and/or a copy of the Living Wage Ordinance, all employees should
contact the City of Somerville’s Purchasing Department directly.

Online at: www.somervillema.gov/purchasing Page 3 of 3
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(Rev. December 2014)

Department of the Treasury
Internal Revenue Service

Request for Taxpayer
Identification Number and Certification

Give Form to the
requester. Do not
send to the IRS.

1 Name (as shown on your income tax return). Name is required on this line; do not leave this line blank.

2 Business name/disregarded entity name, if different from above

|:| Individual/sole proprietor or |:| C Corporation

single-member LLC

the tax classification of the single-member owner.
|:| Other (see instructions) »

Print or type

3 Check appropriate box for federal tax classification; check only one of the following seven boxes:
|:| S Corporation

|:| Limited liability company. Enter the tax classification (C=C corporation, S=S corporation, P=partnership) »
Note. For a single-member LLC that is disregarded, do not check LLC; check the appropriate box in the line above for

4 Exemptions (codes apply only to
certain entities, not individuals; see
instructions on page 3):

Exempt payee code (if any)

|:| Partnership |:| Trust/estate

Exemption from FATCA reporting
code (if any)

(Applies to accounts maintained outside the U.S.)

5 Address (number, street, and apt. or suite no.)

Requester’s name and address (optional)

6 City, state, and ZIP code

See Specific Instructions on page 2.

7 List account number(s) here (optional)

Taxpayer Identification Number (TIN)

Enter your TIN in the appropriate box. The TIN provided must match the name given on line 1 to avoid
backup withholding. For individuals, this is generally your social security number (SSN). However, for a
resident alien, sole proprietor, or disregarded entity, see the Part | instructions on page 3. For other - -
entities, it is your employer identification number (EIN). If you do not have a number, see How to get a

TIN on page 3.

Note. If the account is in more than one name, see the instructions for line 1 and the chart on page 4 for | Employer identification number

guidelines on whose number to enter.

| Social security number

or

Part i Certification

Under penalties of perjury, | certify that:

1. The number shown on this form is my correct taxpayer identification number (or | am waiting for a number to be issued to me); and

2. | am not subject to backup withholding because: (a) | am exempt from backup withholding, or (b) | have not been notified by the Internal Revenue
Service (IRS) that | am subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS has notified me that | am

no longer subject to backup withholding; and

3. Iam a U.S. citizen or other U.S. person (defined below); and

4. The FATCA code(s) entered on this form (if any) indicating that | am exempt from FATCA reporting is correct.

Certification instructions. You must cross out item 2 above if you have been notified by the IRS that you are currently subject to backup withholding
because you have failed to report all interest and dividends on your tax return. For real estate transactions, item 2 does not apply. For mortgage
interest paid, acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement arrangement (IRA), and
generally, payments other than interest and dividends, you are not required to sign the certification, but you must provide your correct TIN. See the

instructions on page 3.

Slgn Signature of
Here U.S. person >

Date >

General Instructions

Section references are to the Internal Revenue Code unless otherwise noted.

Future developments. Information about developments affecting Form W-9 (such
as legislation enacted after we release it) is at www.irs.gov/fw9.

Purpose of Form

An individual or entity (Form W-9 requester) who is required to file an information
return with the IRS must obtain your correct taxpayer identification number (TIN)
which may be your social security number (SSN), individual taxpayer identification
number (ITIN), adoption taxpayer identification number (ATIN), or employer
identification number (EIN), to report on an information return the amount paid to
you, or other amount reportable on an information return. Examples of information
returns include, but are not limited to, the following:

e Form 1099-INT (interest earned or paid)
e Form 1099-DIV (dividends, including those from stocks or mutual funds)
® Form 1099-MISC (various types of income, prizes, awards, or gross proceeds)

® Form 1099-B (stock or mutual fund sales and certain other transactions by
brokers)

* Form 1099-S (proceeds from real estate transactions)
® Form 1099-K (merchant card and third party network transactions)

* Form 1098 (home mortgage interest), 1098-E (student loan interest), 1098-T
(tuition)
® Form 1099-C (canceled debt)
* Form 1099-A (acquisition or abandonment of secured property)

Use Form W-9 only if you are a U.S. person (including a resident alien), to
provide your correct TIN.

If you do not return Form W-9 to the requester with a TIN, you might be subject
to backup withholding. See What is backup withholding? on page 2.

By signing the filled-out form, you:

1. Certify that the TIN you are giving is correct (or you are waiting for a number
to be issued),

2. Certify that you are not subject to backup withholding, or

3. Claim exemption from backup withholding if you are a U.S. exempt payee. If
applicable, you are also certifying that as a U.S. person, your allocable share of
any partnership income from a U.S. trade or business is not subject to the
withholding tax on foreign partners' share of effectively connected income, and

4. Certify that FATCA code(s) entered on this form (if any) indicating that you are
exempt from the FATCA reporting, is correct. See What is FATCA reporting? on
page 2 for further information.

Cat. No. 10231X

Form W=9 (Rev. 12-2014)



INSURANCE SPECIFICATIONS
INSURANCE REQUIREMENTS FOR AWARDED VENDOR ONLY:
Prior to commencing performance of any work or supplying materials or equipment covered by
these specifications, the contractor shall furnish to the Office of the Purchasing Director a
Certificate of Insurance evidencing the following:

A. GENERAL LIABILITY - Comprehensive Form
Bodily Injury Liability..............$ One Million
Property Damage Liability........ $.0One Million
B. COVERAGE FOR PAYMENT OF WORKER'S COMPENSATION BENEFIT

PURSUANT TO CHAPTER 152 OF THE MASSACHUSETTS GENERAL LAWS IN
THE AMOUNT AS LISTED BELOW:

WORKER'S COMPENSATION................ $Statutory
EMPLOYERS' LIABILITY...................$_Statutory

C. AUTOMOBILE LIABILITY INSURANCE AS LISTED BELOW:

BODILY INJURY LIABILITY.......... $ STATUTORY
I. A contract will not be executed unless a certificate (s) of insurance evidencing above-
described coverage is attached.
2. Failure to have the above-described coverage in effect during the entire period of the
contract shall be deemed to be a breach of the contract.
3. All applicable insurance policies shall read:
"CITY OF SOMERVILLE"™ as a certificate holder and as an additional insured for
general liability only along with a description of operation in the space provided on the
certificate.

Certificate Should Be Made Out To:
City Of Somerville
Purchasing Department
93 Highland Avenue
Somerville, Ma. 02143

Note: If your insurance expires during the life of this contract, you shall be responsible to
submit a new certificate(s) covering the period of the contract. No payment will be made
on a contract with an expired insurance certificate.
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CERTIFICATE OF LIABILITY INSURANCE

DATE (MM/DD/YYYY)

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED

REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT:

If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must be endorsed. If SUBROGATION IS WAIVED, subject to

the terms and conditions of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the

certificate holder in lieu of such endorsement(s).

PRODUCER

CONTACT
NAME:

PHONE

FAX
(AIC, No, Ext): (AIC, No):

E-MAIL
ADDRESS:

INSURER(S) AFFORDING COVERAGE NAIC #

INSURERA :

INSURED

INSURER B :

INSURER C :

INSURER D :

INSURERE :

INSURER F :

COVERAGES CERTIFICATE NUMBER:

REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

e TYPE OF INSURANCE SR POLICY NUMBER (MBBY ) | (DO LIMITS
e R S DAMAGE TO RENTED >
COMMERCIAL GENERAL LIABILITY ~—ADD "X" HERETO CERTIFY PREMISES (Ea occurrence) | $
‘ CLAIMS-MADE OCCUR THAT THE CITY OF MED EXP (Any one person) | $
PERSONAL & ADV INJURY | $
] SOMERVILLE IS AN GENERAL AGGREGATE $
GEN'L AGGREGATE LIMIT APPLIES PER: ADDITIONAL INSURED PRODUCTS - COMP/OP AGG | $
POLICY PRO: ’—‘ LoC $

AUTOMOBILE LIABILITY

COMBINED SINGLE LIMIT

(Ea accident) $
ANY AUTO BODILY INJURY (Per person) | $
ﬁbl}gngED iﬁ;‘gg“'—ED BODILY INJURY (Per accident) | $
NON-OWNED PROPERTY DAMAGE $
HIRED AUTOS AUTOS (Per accident)
$
UMBRELLA LIAB OCCUR EACH OCCURRENCE $
EXCESS LIAB CLAIMS-MADE AGGREGATE $
DED ‘ ‘ RETENTION $ $
WORKERS COMPENSATION WC STATU- OTH-
AND EMPLOYERS' LIABILITY YIN TORY LIMITS ER
ANY PROPRIETOR/PARTNER/EXECUTIVE E.L. EACH ACCIDENT $

OFFICER/MEMBER EXCLUDED? N/A
(Mandatory in NH)

If yes, describe under

DESCRIPTION OF OPERATIONS below.

E.L. DISEASE - EA EMPLOYEE]

©

E.L. DISEASE - POLICY LIMIT | $

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (Attach ACORD 101, Additional Remarks Schedule, if more space is required)

\DESCRIPTION OF PROJECT, SOLICITATION
NUMBER AND THAT THE CITY OF SOMERVILLE
IS A CERTIFICATE HOLDER AND ADDITIONAL

INSURED

CERTIFICATE HOLDER

CANCELLATION

CERTIFICATES SHOULD BE MADE OUT
TO:
CITY OF SOMERVILLE
c/o PURCHASING DEPARTMENT
93 HIGHLAND AVE
SOMERVILLE, MA 02143

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORIZED REPRESENTATIVE

ACORD 25 (2010/05)

© 1988-2010 ACORD CORPORATION. All rights reserved.

The ACORD name and logo are registered marks of ACORD
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Callout
ADD "X" HERETO CERTIFY THAT THE CITY OF SOMERVILLE IS AN ADDITIONAL INSURED

mgauthier
Callout
DESCRIPTION OF PROJECT, SOLICITATION NUMBER AND THAT THE CITY OF SOMERVILLE IS A CERTIFICATE HOLDER AND ADDITIONAL INSURED

mgauthier
Callout
CERTIFICATES SHOULD BE MADE OUT TO:
            CITY OF SOMERVILLE
            c/o PURCHASING DEPARTMENT
            93 HIGHLAND AVE
            SOMERVILLE, MA  02143


CERTIFICATE OF GOOD STANDING
TO: Vendor
FROM: Purchasing Department
RE: CERTIFICATE OF GOOD STANDING

The Awarded Vendor must comply with our request for a CURRENT “Certificate of Good
Standing”.

If you require information on how to obtain the “Certificate of Good Standing” or Certificate
of Registration (Foreign Corporations) from the Commonwealth of Massachusetts, please call the

th
Secretary of State’s Office at (617) 727-2850 (Press #1) located at One (1) Ashburton Place, 17 Floor,
Boston, MA 02133 or you may access their web site at:
http://corp.sec.state.ma.us/CorpWeb/Certificates/CertificateOrderForm.aspx

If your company is incorporated outside of Massachusetts and therefore is a “foreign
corporation”, but is registered to do business in Massachusetts, please comply with our request for the
Certificate of Registration from the Commonwealth of Massachusetts. If your company is a foreign
corporation, but is not registered to do business in Massachusetts, please provide the Certificate of
Good Standing from your state of incorporation.

Please note that without the above certificate (s), the City of Somerville cannot execute your
contract.

IMPORTANT NOTICE

Requests for Certificates of Good Standing by mail may take a substantial amount of time. A
certificate may be obtained immediately in person at the Secretary’s Office at the address above. Also,
at this time, the Secretary of State’s Office may not have your current annual report recorded. If this is
the case, and you are therefore unable to obtain the Certificate of Good Standing, please forward a copy
of your annual report filing fee check with your signed contracts. Please forward your original
Certificate of Good Standing to the Purchasing Department upon receipt.

Thank You,

Purchasing Director


http://corp.sec.state.ma.us/CorpWeb/Certificates/CertificateOrderForm.aspx
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Memorandum

DATE:  January 25", 2013

RE: Somerville Jobs Advisory Committee Findings & Policy Recommendations
TO: Mayor Joseph A. Curtatone

FROM: Members of the Jobs Advisory Committee (JAC)

Committee Members

= Alderman at Large Bruce Desmond (Committee Chair)
= Alderman at Large Jack Connolly

= Ronald Bonney, Jr., President/CEO, Bonney Automotive;
Chair, Somerville Chamber of Commerce; Trustee, Bunker
Hill Community College

= Susan Crandall, PhD., President, Workforce Results

= Leo DeSimone, Director of Career & Technical Education,
Somerville High School

= Antoine Melay, Trustee, Bunker Hill Community College
= Sam Millen, President/CEO, Cue Acoustics

= Janice Philpot, Director, Somerville Center for Adult
Learning Experiences (SCALE)

= Ray Zonghetti, Restaurant Consultant

= Michael F. Glavin, Director, Mayor’s Office of Strategic
Planning & Community Development Mayor’s Office of
Strategic Planning & Community Development (OSPCD)

Contributing Staff

= John Harding, Senior Analyst, Office of Mayor Curtatone
=  Omar Boukili, Aide, Office of Mayor Curtatone

= Stephen Houdlette, Senior Economic Development
Specialist, OSPCD
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Executive Summary

Mayor Joseph Curtatone commissioned the Somerville Jobs Advisory Committee (JAC) as a special
advisory panel to assist the City in evaluating strategic workforce development opportunities. The
Committee held a series of monthly meetings from May to November 2012, and produced this report
memo in January 2013.

A firm believer in making Somerville a great place to work, Mayor Curtatone charged the JAC with
conducting a holistic jobs assessment by examining the local labor market landscape, as well as the
current workforce development programming system. The Committee was also asked to assist the City
in the development and implementation of programs designed to encourage and support efforts by area
employers to hire local residents.

Over the course of this process, Committee members and staff honed in on labor market connectivity as
the central problem of interest. Employing a strategic planning framework, the JAC focused on three
cornerstone areas of inquiry:

> Current Position: Where are we now?

» Vision: Where are we going?

» Strategic Recommendations: How will we get there?

To assess Somerville’s current position, the members and staff surveyed the present jobs and labor
market landscape in Somerville. In doing so, researchers provided general context relative to labor
market dynamics with “Labor Force” and “Business & Jobs” profiles. These profiles included key
economic indicators of interest, such as the local unemployment rate, educational attainment levels,
and total local jobs, to name a few.

In tandem, a SWOT analysis was conducted, whereby members observed significant strengths,
weaknesses, opportunities, and threats relative to workforce connectivity. Key strengths largely
centered on perceived demographic and geographic advantages, as well as the myriad workforce-
oriented programs and service providers available. The observed weaknesses focused on disparities
between demographic segments; the loss of local businesses in some sectors over recent years; and
difficulties connecting residents to the complex patchwork of workforce development services available.
Opportunities revolved around external possibilities such as infrastructure upgrades, and promising
federal/state policies and programs, whereas threats involved ominous foreseeable scenarios
concerning potential infrastructure neglect due to lack of investment, rising service provision costs, and
enervating federal austerity measures.
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Looking to the future, the JAC also conducted research and distilled insights relative to a hypothetical
“ideal world” workforce development scenario. This theoretical state of affairs was encapsulated in the
following vision statement: “An efficient, coherent workforce enrichment system.” Members likewise
formulated four cornerstone sub-systems that would undergird this idealized state of affairs:

a) Synchronized workforce development programming system

b) Effective workforce readiness (human capital development) system
c¢) Symbiotic resident-business engagement system

d) Sustainable, efficient funding system

Based on an enhanced understanding of present workforce conditions, as well as these four visionary
cornerstones, the members likewise presented the following set of broad policy recommendations for
Mayor Curtatone’s consideration:

Recommendation A: Synchronize and promote workforce development efforts
via local and regional partnerships and networks

Recommendation B: Improve workforce readiness
Recommendation C: Connect residents to the business community
Recommendation D: Maximize the social return on workforce funding resources

To add depth and round out a broader policy compendium, subsidiary sets of strategies (actionable
implementation objectives), and mechanisms (specific methods) underpinned each recommendation.

As a result of these iterative and complementary inquiry processes, the Somerville Jobs Advisory
Committee found that the City’s labor force does not suffer from intrinsic structural flaws on the whole.
However, there are residents that do need assistance relative to workforce engagement, particularly
among certain population segments.

Likewise, a plethora of workforce development-related services currently exist, but connecting needy
residents both to service providers and potential employers can be difficult due to the complex nature
of the workforce system as a whole. Thus, regardless of the specific implementation strategy or
mechanism chosen, any method should focus squarely on facilitating better connectivity across the
network of workforce development institutions at all levels.
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Section 1: Introduction

As we know, the Administration’s overarching purpose is to make Somerville a great place to live, work,
play and raise a family. The Somerville Jobs Advisory Committee (JAC) hones in on one such principle
(making the City a great place to work), focusing on the local workforce vis-a-vis the job market.

In a broad sense, the City outlines a vision for its economy over the long term in SomerVision,
Somerville’s Comprehensive plan. With regard to jobs in particular, the plan asserts the following:

e Shared Value: Invest in the growth of a resilient economic base that is centered
around transit, generates a wide variety of job opportunities, creates an active
daytime population, supports independent local businesses, and secures fiscal
self-sufficiency

e Target: 30,000 New Jobs as part of a responsible plan to create opportunity for
all Somerville workers and entrepreneurs

e Goals:

o Goal B-2: Make Somerville a regional employment center with a mix of
diverse and high-quality jobs

o Goal B-4: Invest in the talents, skills and education of people to support
growth and provide opportunities to residents of all social and
economic levels

In line with the City’s guiding principles, as well as SomerVision’s long-range roadmap, the mission of the
JAC is to conduct a holistic workforce assessment by surveying the labor market landscape, as well as
our workforce development programming system. Employing a strategic planning framework, the
Committee examines the strengths and weaknesses embedded within the system, as well as potential
opportunities and threats latent in its broader environment. Based on this enhanced understanding, the
members likewise present a broad compendium of policy recommendations and strategies for Mayor
Curtatone’s consideration.

a) Committee Purpose: “assist the City in the development and implementation of
programs designed to encourage and support efforts by area employers to hire local
residents”[see Appendix A, “JAC Press Release”]

b) Problem Statement: As noted in the Committee’s founding principles [see Appendix
A], the central problem explored throughout this process is inadequate labor market
connectivity
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a. Somerville workforce is relatively strong, but barriers do exist

b. To assist residents and address such barriers, there is vast regional
workforce development service system in place. While subsets of this
network are effective, the system itself is byzantine, and thus can be
difficult to access and navigate

c. The system likewise has a patchwork of funding streams, many of which are
ad hoc, leading to uncertainty and a lack of clarity regarding future resource
availability

c) Research Question: How can the City improve workforce connectivity for
Somerville residents?

d) Memo Objective: Make sense of the complex workforce development universe
a. Assess current workforce landscape

b. Provide menu of strategic policy recommendations
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Section 2: Current Position - Where are we now?

To assess the City’s present labor market, the Committee’s analysis takes two forms. First, we illustrate
general labor market dynamics both from the residential and business perspectives in the following
“Labor Force” and “Business & Jobs” profiles, respectively. This “Labor Market Highlights” segment
offers standard data points for general context.

Second, drawing on the collective JAC membership expertise, we provide both quantitative and
gualitative analysis with a “Strategic Assessment” segment. This assessment takes the form of a
“SWOT” analysis, whereby we evaluate Somerville’s strengths, weaknesses, opportunities, and threats
relative to workforce connectivity.

Labor Market Highlights

Workforce Profile

Recent Employment Trend:
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Somerville Workforce
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Occupation Breakdown:

Natural Resources,
Construction,
Maintenance
occupations

5%

Somerville Labor Force: Occupation Breakdown roduction,

(ACS 2009-2011) HPRRSRE,
Materials

5%

Sales and Office
19%

Service
Occupations
17%

Age Breakdown:

55to 64
8%

Somerville Labor Force: Age Group Breakdown
(ACS 2009-2011)

35to 54
32%

18 to 34
60%

Human Capital:

Somerville Labor Force:
Educational Attainment Breakdown (ACS 2009-2011)

Less than HS
12%

HS Graduate
22%

Some College
or Associate's
14%
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Business & Jobs Profile

Local Businesses:

Somerville Businesses: Total Establishments
(2005 - Q1 2012)
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Local Jobs:
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Strategic Assessment: Labor Market Connectivity

Strengths

a. Demography: Somerville’s young and diverse labor force
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b. Human Capital: Highly educated talent pool

Regional Comparison: Labor Force by Educational Attainment
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Spotlight: Ames Envelope “Workplace Essentials” Program

e Overview: 20-hour per week intensive English language learner program for 20 intermediate
level dislocated workers, former employees of the Ames Security Envelope Company

e Services: English language oral communication, computer literacy, and math skills; reading
text, document use, writing, numeracy, oral communication, thinking skills, working with

others, computer use, and continuous learning
e Partnerships: Career Source (Cambridge), The Career Place (Woburn)
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C.

Labor Market:

High labor force participation rate

80%
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Labor Force Participation Rate
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Unemployment rate consistently lower than Massachusetts, U.S.
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Aug-08 Feb-09 Aug-09 Feb-10 Aug-10 Feb-11 Aug-11 Feb-12 Aug-12

us MA Somerville

Stronger service-providing domain presence (vis-a-vis goods-producing domain)
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Total Establishments by Industry Domain
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iv. Strong growth in following sectors between 2009 and 2012: Services (general); Business &
Professional Services; Trade, Transportation & Utilities; Leisure & Hospitality; and Education &
Health Services

Spotlight: Somerville Summer Jobs Program

e Overview: Provides opportunities for Somerville youth to gain employment and job training
within the public and private sectors throughout the summer

e Services: Entry level positions within City Departments and private; pre-employment orientation;
customer service, safety, and ethics training

e Target Population: Serves about 120 students aged 16+ per Summer

e Partnerships: Local businesses and nonprofits; Tufts University

e Outreach: High school bulletins, press releases by the City, City Channels, local newspapers,
youth worker networks and information is provided to the BOA and SC. The Chamber of
Commerce, Rotary, and Lions
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% Change in Establishments by Industry
(2009-2012 Q1)
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Proximity & Accessibility: Close proximity to regional employment centers, large research

universities, and professional/technical education opportunities

Employment Centers: Downtown Boston, Kendall Square, Seaport District, Back Bay, Longwood
Medical Area

Research Universities: Tufts, MIT, Harvard

Professional/Technical Education Institutions: Bunker Hill Community College, Lincoln Technical
Institute, Cambridge College

Spotlight: SCALE

e Overview: Provides wide range of educational services to respond to learning needs of 1,200 adults

annually

e Services: ABE (Adult Basic Education), ASE (Adult Secondary Education), ELL (English Language Learning)
e Target Population: Adults of all ages
e Partnerships: SALCPP, Next Steps, Models to Successfully Transition Adult Learners, Financial Literacy

(BHCC)
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e. Public Services: Access to numerous workforce development
service providers

i. Local Programs & Providers: Summer Jobs Program,
Somerville High School Career & Technical Education
Department, Somerville Center for Adult Learning
Experiences (SCALE), Mystic Learning Center (MLC)

ii. Regional Programs & Providers: The Career Place Woburn
(TCP), Career Source Cambridge, Bunker Hill Community
College (BHCC), Metro North Regional Employment Board
(MNREB)

Weaknesses

a. Demography: Perception of transient talent pool

b. Human Capital:

i. Insufficient basic skills

Spotlight: Mystic Learning
Center (MLC)

e Overview: Helps teens and
young adults living at Mystic
Housing Development to improve
academically, learn job skills,
obtain work experience and
acquire leadership skills

e Services: School age childcare
and enrichment; youth
employment & job training; child
care & parent support

e Target Population: Teens ages
14-21

e Partnerships: The Career Place
(Woburn)

ii. Lack specialized knowledge and skills (e.g. personal budgeting, basic interview/resume

preparation)

iii. Educational attainment disparities between English and non-English speakers

Somerville Educational Attainment by Primary Language
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C.

Labor Market:

i. Employee recruitment difficulties

ii. Higher unemployment rate among older workers

Somerville: Working Age Unemployment Rate
(2009 - 2011)

15.0% 12.09
10.0% 7 y
5.0%
0.0% - . : :
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iii. Higher unemployment rate among workers with only high school diplomas

iv. Decline

Somerville Unemployment Rate by Educational Attainment

(ACS 2009-2011)
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V.

Low weekly wages among restaurant and hospitality workers

Somerville Avg. Weekly Wages by Industry
ziigg 1 (2012 Q1)
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d. Proximity & Accessibility: Transportation access concerns due to long journeys to work

e. Public Services:

Lack of clear career pathways for residents

Dysfunctional and outdated workforce development system structure

Insufficient workforce development staffing capacity

Discrepancy between one-stop career center client service and resident unemployment rate

according to educ

ational attainment

Source by

Total Somerville Residents Served at Career Total Somerville Unemployed Residents by Less
Educational Attainment Educational Attainment T:Z"
9%
Less Than
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12%
HS
28%

Some
College or
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16%

College or
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13%
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Opportunities: External chances to improve labor market connectivity

Q

Demography: Inflow of new young, diverse workers

b. Human Capital:

i. Potential federal immigration reform and expansion of H-1B work visa program

ii. Rising demand for college educated workers / high-end skills

c. Proximity & Accessibility:

i. New development in City bringing jobs closer to resident workforce

ii. Transit infrastructure enhancements and expansions

d. Public Services:

i. Governor Patrick’s community college realignment initiative (and Vision Project)

ii. Executive Office of Labor & Workforce Development Workforce Training Fund (WTF)

Threats:

External barriers to labor market connectivity

a. Demography: Ethnic discrimination

b. Human Capital:

i. High education cost inflation

ii. Language barriers [see chart on next page]

Spotlight: Cue Acoustics

Overview: Audio technology startup focusing on two key areas: 1) product development, and 2)
light manufacturing

Staffing: 6 full-time; 4 PT/contract

Hard Skill Needs: College education; some post-graduate education or professional certifications
(e.g. business/ accounting or engineering and mathematics)

Soft Skills Needed: social skills, good salesmanship and communication skills; willingness to work
“after 6pm” and “do what it takes”

Recruitment: Has historically found most employees through networking; others via online
outlets (Monster.com, Craigslist, etc.) or unsolicited inquiries
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Regional Comparison: Non-High School Graduates by English Proficiency
60% - (ACS 2009-2011)

50% -
40% -
30% -
20% -

10% -

0% -

Somerville Boston Cambridge Everett Waltham

B Less than HS English Speakers B Less than HS Non-English Speakers

c. Labor Market: Technological change and globalization

d. Proximity & Accessibility:

i. Lack of developable space in City
ii. Chronic infrastructure issues (transit, water/sewer)
iii. Burdensome child care logistics
e. Public Services:

i. Workforce development program funding cuts

ii. Lack of sustainable workforce program funding streams (overreliance on unemployment fees)

Spotlight: Somerville’s Restaurant Community

e Overview: Somerville’s dining and nightlife experience is among the very best in the region. It
has grown into a famous, hip, metropolitan-class dining and nightlife scene

e Partnerships: BHCC, Somerville High Culinary Arts, Chamber of Commerce , Somerville Local First
and Main Street Programs

e Local Outreach: Restaurant Websites, Massachusetts Restaurant Association Website, referrals
from employees, Local papers, Facebook And other social networks
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Section 3: Vision - Where are we going?

Vision Statement: "An efficient, coherent workforce enrichment system'
a) Synchronized workforce development programming system

Federal funding regime
State programs
Regional programs

PwnN e

Local resident services
b) Effective workforce readiness (human capital development) system

1. Meet knowledge and skill needs

Industrial distribution of net new and replacement jobs through 2018. Healthcare Services has the largest proportion of net
new jobs and the second largest fraction of job openings through 2018.

Source: Center on Education and the Workforce forecast of educational demand through 2018

Industries:
Professional and
Business Services
Healthcare Services
Wholesale and Retail
Trade Services

Leisure and Hospitality
Services

Private Education Services
Financial Services

Manufacturing

~_Government and
Public Education Services

. Net new jobs

Construction

Replacement
jobs due to
retirement

Personal Services

Transportation and
Utilities Services

Information Services

Natural Resources

0 2 4 6 8
in millions

c) Symbiotic resident-business engagement system

d) Sustainable funding system [see Appendix B]
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Section 4: Strategic Recommendations - How will we get there?

Recommendation A: Synchronize and promote workforce development efforts via local and
regional partnerships and networks

Strategy 1: Play active role in coordinating local & regional workforce development
efforts

Mechanism I:  Workforce summit

Mechanism Il:  Regional workforce coalition
Mechanism lll:  Workforce Development Coordinator position
Strategy 2: Promote existing workforce program opportunities

Mechanism I:  City web site

Mechanism Il:  Social media
Mechanism lll:  City-sponsored events
Strategy 3: Coordinate resident outreach efforts with community organizations
Mechanism I:  Business organizations
Mechanism Il:  Community organizations
Recommendation B: Improve workforce readiness
Strategy 1: Ascertain local workforce needs and training program demand
Mechanism I:  Resident survey
Mechanism Il:  Worker "experience prototype"
Mechanism lll:  Workforce service utilization data analysis

Mechanism IV: Workforce needs assessment
Strategy 2: Develop education and skill training program(s)

Mechanism I:  Qutside service provider
Mechanism Il:  Workforce Development Counselor position
Mechanism lll:  "Career Pathways" system

Strategy 3: Use underutilized public space for workforce development programming
Mechanism I:  BHCC-Somerville High School satellite campus

Recommendation C: Connect residents to the business community
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Strategy 1: Ascertain business needs
Mechanism I:  Business survey
Mechanism Il:  Business owner interviews
Mechanism lll:  Robust, in-depth analysis

Mechanism IV: Labor Market Assessment Tool

Strategy 2: Coordinate human resource development and outreach efforts with
developers and local businesses (vis-a-vis residents)

Mechanism I:  Job matching program
Mechanism Il:  Workforce development plan
Mechanism Ill:  Local hiring incentives
Mechanism IV:  Mentorship program
Mechanism V: Networking events
Mechanism VI:  Marketing info packet

Strategy 3: Engage small/start-up businesses and promote entrepreneurship

Mechanism I:  Entrepreneurship programs
Mechanism Il:  Business organizations
Mechanism Ill:  Strategic employment site inventory

Recommendation D: Maximize the social return on workforce funding resources
Strategy 1: Estimate workforce enhancement program funding needs
Mechanism I:  Workforce development programming cost/benefit analysis
Strategy 2: Pursue grant funding opportunities

Mechanism I:  Catalog grant sources

Mechanism Il:  State grant programs
Mechanism lll:  Federal grant programs
Strategy 3: Coordinate local foundation activity

Mechanism I:  Workforce development funder working group
Strategy 4: Develop robust, sustainable workforce development funding system

Mechanism I:  Development linkage fees
Mechanism Il:  Annual City budget
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Section 5: Conclusion

Overall, Somerville’s workforce is a source of community strength. With a relatively low unemployment
rate, and a high labor force participation rate, the City’s residents are actively engaging the regional job
market.

While the City’s workforce does not suffer from intrinsic structural flaws on the whole, there are
residents that need assistance. In particular, aforementioned data suggest needs among older workers,
those with high school-level education, and English language learners. Additionally, wage and business
declines exhibited certain segments warrant further attention.

In terms of workforce-oriented resources, a plethora of services currently exist. However, this
workforce development system exhibits a patchwork structure—one comprised of innumerable public,
nonprofit, and academic programs. As such, the system’s problem is not paucity per se, but instead
complexity. Across this system, some linkages are strong, as evidenced by formal and informal
partnerships, as well as regular communication. But others appear tenuous, indicating a need for pan-
system cooperation. In particular, the weakest links seem to be top-down, whereby communication
channels between local communities, businesses, and regional/state programs warrant strengthening in
the realm of workforce development, to varying degrees.

Likewise, while numerous services are available, funding resources are (perhaps paradoxically)
insufficient in many instances. In turn, the funding streams that are available are often ad hoc,
temporary, and/or convoluted.

In short, the issues facing our workforce are systemic and regional—not endemic to the Somerville
population itself. Hence, to mitigate such issues, a systems-oriented approach is suggested. As outline
in several of the strategies above, any policy measures should include effective ways to navigate and
coordinate this interdisciplinary, labyrinthine system. As noted by one state official, there is currently no
single coordinating clearinghouse entity available to play such a role in the Commonwealth. Thus, it is
up to officials at the municipal level to proactively engage the byzantine workforce development system.
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Appendices
Appendix A: JAC Press Release

Mar 06, 2012
MAYOR CURTATONE ANNOUNCES LOCAL JOBS ADVISORY PANEL

Aldermen, Business and Community Leaders, Academic Partners to Offer Guidance on Job Banking, Skills
Training and Work Readiness Strategies for Somerville Residents

SOMERVILLE - Mayor Joseph A. Curtatone announced today that he had established a new advisory group to
assist the City in the development and implementation of programs designed to encourage and support
efforts by area employers to hire local residents. To be known as the Somerville Jobs Advisory Committee
(SJIAC), the eleven-member panel will begin meeting later this month. The group will examine best practices
for matching local job candidates to local training and hiring opportunities as a service for both residents and
employers.

"This is an ideal time to develop a jobs strategy based on the wealth of resources and knowledge available on
this topic - and based on the input of local business and community leaders as well as the vocational and post
secondary academic experts already working to provide job skills and training to Somerville residents," said
Mayor Curtatone. "The opportunity - and the need - for a Jobs Advisory Committee flows naturally from a
coming wave of business development across the City, combined with the shared vision of our economic
future offered by the City's Comprehensive Plan and the long-term analysis underway through the Future
Economies Commission." The Office of Strategic Planning and Community Development Planning (OSPCD)
submitted the draft SomerVision Comprehensive Plan to the Board of Aldermen on February 23™; Mayor
Curtatone convened Future Economies Commission in October, 2011.

SJAC membership includes:

e Alderman at Large Bruce Desmond (Chairman)

e Alderman at Large Jack Connolly

e Ronald Bonney, Jr., President/CEO, Bonney Automotive; Chair, Somerville Chamber of Commerce
e Dr. Susan Crandall, PhD., President, Workforce Results

e Leo DiSimone, Director of Career and Technical Education, Somerville High School

e Sam Millen, President/CEO, Cue Acoustics

e Janice Philpot, , Director, Somerville Center for Adult Learning Experiences (SCALE)

e Ray Zonghetti, Restaurant Consultant

Curtatone indicated he would complete the panel by appointing one additional member from each of three
relevant City offices: the Mayor's Office; SomerStat; and OSPCD.

"On the whole, Somerville's job picture looks remarkably strong, especially when compared to the rest of the
state, and the nation as a whole," said Alderman at Large Bruce Desmond, who will chair the new advisory
group. "With an unemployment rate of only 4.5 percent, we're reaping the benefits of a well-educated local
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workforce. But there are still well-qualified, highly motivated workers who are trying without success to find
jobs. Plus, the vast majority of Somerville residents who are working currently have jobs outside the City.
That's not an ideal situation. We want to attract new businesses that will increase our commercial tax base
and we want to offer those employers a convenient way to find local workers who match their needs."

"The Board of Aldermen has been focused on this issue for months, and we're pleased to see the Mayor
convene a high-profile advisory body," said Ward 2 Alderman Maryann Heuston, who had, with Desmond, co-
sponsored a local hiring ordinance in June, 2011. "We're open to creative approaches to boosting local jobs
for local residents. The one thing we can't afford is simply to ignore this challenge or hope that it will take care
of itself. We need more employer engagement and more active support for job-seekers. This committee
should help achieve those goals," Heuston said.

"The last thing Somerville should be doing is imposing hiring quotas or artificial requirements on local
employers. If you go down that road, you discourage new businesses from locating here or local businesses
from expanding,"” said Curtatone. "But there's no reason why you can't develop a jobs program that makes
life easier and better for local business as well as for local workers. In Somerville and the immediate area, we
have many excellent resources for expertise in advising job trainees and applicants on becoming truly
employment ready. We want them to advise us on what skills are needed, and how workers can obtain them
in a cost-effective way."

SJAC will report back to the Mayor by no later than this coming fall with specific recommendations on how to
leverage local resources to match local workforce training and readiness efforts to local recruiting needs. The
recommendations will serve as the basis for a pilot jobs program funded by $200,000 in community
betterment funds in the City's FY2013 budget.

"One of our city's best selling points is that we have an outstanding workforce. By fine-tuning worker skill-
sets to employer needs, and by introducing employers to pre-screened job candidates, we believe that we can
help both groups while building a stronger local economy that's sustainable in the long term," Curtatone said.
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Appendix B: Workforce Deve

Public policy defines
which workforce
development services may
be provided, who may
receive them, how much
Junding is available, and
who oversees services.

This chart depicts key actors and
roles in setting public policies.
Please note:

a) not all funding streams and
programs are listed. For a fuller
listing of funding streams and
state agencies, see “Workforce
Development: An Agenda for
Massachusetts’ Next Governor,”
a report issued by the
Massachusetts Workforce
Alliance in September, 2002;

b) this chart depicts public
funding. Funds provided by
employers, unions, and
foundations — which

most often flow directly

to providers — are not
represented here.
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Our public workforce development system serves only about 5% of those in need.
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Appendix C: State Workforce Development Service Providers
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Introduction

The City of Somerville established a development linkage fee in 1990 to address the impact of
large-scale development projects on the supply and cost of affordable housing. Over the past
decade, since the original linkage fee was reviewed and updated, the regional economy,
commercial real estate market and Somerville’s development opportunities have changed while
rents and housing development costs have increased greatly in Somerville and the Boston region.
New residential, mixed-use and retail development is being constructed under a new Master Plan
for the Assembly Square area. Somerville has adopted a new comprehensive plan that provides
for higher density development and infill development, especially around new planned MBTA
transit stations. Changed economic conditions, new development plans, and continued growth in
housing costs all suggest that the impact of new development on the demand of low- and
moderate-income housing in Somerville is different today than in 2002, when the last nexus
study and linkage fee review was conducted. Moreover, with the prospect for substantial
employment growth, the Office of Strategic Planning and Community Development is also
interested in policies to better connect low-income city residents to these new jobs.
Consequently, this report also considers the basis for jobs linkage policy to fund employment
and training services to achieve this goal.

This report provides a nexus study to quantify the impact of future commercial development on
the need for affordable housing in Somerville and services to help low-income city residents
benefit from job opportunities in new development projects. Based on this analysis, it
recommends changes to the City’s linkage fee and polices to address these needs. The report
presents its analysis and recommendations in seven sections. The first section presents a likely
development scenario for Somerville over the next decade, based on its development capacity,
planned projects and regional economic and market conditions. The scale and type of future
development determines the number and type of jobs created in Somerville, which drives new
affordable housing and employment and training needs. In the second section, the job
composition from the ten-year development scenario is converted into specific demand for
affordable housing units based on the share of employees who will seek housing in Somerville
and the likely distribution of household income among these employees. Next, data on housing
market conditions and development costs are applied to determine the linkage fee level needed to
fund the additional affordable housing required to address the demand generated by large
development projects. The fourth section reviews the impact of new development on resident
employment opportunities, particularly for low-income residents, considering gaps in the supply
of city residents for employer occupational needs and employment barriers faced by low-income
and less skilled workers. In the fifth section, linkage policies in other communities are
reviewed to assess how Somerville’s linkage fee may impact its competitiveness in attracting
new development and identify established and best practices to inform Somerville’s policy
recommendations. A sixth section considers several policy options for Somerville’s linkage fee,
including varying the fee by project type and size, altering current exemptions and phasing in
fees for the now exempt first 30,000 square feet of a development. This section also considers
the potential impact of Somerville’s linkage fees on the city’s competitiveness in attracting
development and tenants. The final section proposes recommendations for changes to the City’s
linkage fees and policies: first for the affordable housing fee and next for a new jobs linkage fee.
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I. Somerville Development Potential and Future Development

Somerville has significant capacity and plans to support new retail and commercial development.
Its recent comprehensive plan calls for developing 10.5 million square feet of new development
over the next 20 years to house 30,000 new jobs. The bulk of this new development (9 million
square feet) is envisioned through utilizing 292 acres of buildable land in five targeted
transformation areas: Assembly Square, Inner Belt, Brickbottom, Boynton Yards and Union
Square. As Table 1 shows, 2.6 million square feet, almost one-quarter of this new development,
are currently in the planning stages or under construction. The approved Assembly Square
Master Plan accounts for over 85% of this planned investment, including 1.75 million square feet
of office, research and development or other business space and 512,000 square of retail and
restaurant space. Moreover, three projects in Assembly Square account for 98% of the new
retail, restaurant and commercial space under construction in Somerville.

Table 1. Somerville Retail and Commercial Development under Construction and Planned

Type of Under Permitted or Total
Development Construction Planned
Retail 152,629 194,471 347,100
Restaurant 50,376 64,384 114,760
Cinema 60,000 0 60,000
Hotel 0 99,318 99,318
Office/R&D/Other 5,000 1,980,000 1,985,000
Total 268,005 2,338,173 2,606,178

Source: Somerville OSPCD and Federal Realty Investment Trust
Market Demand and Expected Absorption

New employment and the resulting demand for housing in Somerville, however, depends on the
actual absorption of new real estate space by new and expanding Somerville employers and the
city’s success in attracting business growth within its market area and immediate region.

Historic absorption data for the market areas that generate demand for Somerville commercial
and industrial real estate indicate that demand over the next decade is likely to be below the level
of planned development and full build-out.

Commercial development in Somerville is linked to demand in two real estate markets:
Cambridge and the Boston North Market Area that includes Somerville, Everett, Malden,
Medford and 10 other communities. Based on data from Jones Lang LaSalle, absorption of new
office space for these two markets in the past decade has averaged 350,000 square feet, as
follows:

e  From 2002 through 2011, absorption averaged 16,077 square feet per year in Somerville,
147,023 square feet per year in Cambridge and 204,408 square feet per year in the Boston
North Market Area;

e Average annual absorption was higher in Somerville and the Boston North Market Area
over the past five years, at 24,833 and 251,519 square feet, respectively.
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e (Cambridge had lower absorption from 2007 to 2011, averaging 40,350 square feet

e For industrial research and development space, average absorption in the Boston North
Market Area was negative 76,241 square feet over the 10 year period and negative 14,340
from 2007 to 2011.

These trends indicate that most of employer-based regional demand for real estate is for office
space rather than industrial R & D space. Moreover, the data show that Somerville’s absolute
level and share of absorbed office space have grown since 2007. Average annual absorption
increased from 7,321 square feet during 2003 to 2006 to 24,833 from 2007 to 2011; as a result its
share of absorbed space for the combined Cambridge and Boston North Market Area grew from
under 2% to over 8%.

Table 2. Real Estate Absorption and Supply in the Cambridge and North Market Areas,

2002 to 2011
Market Indicator Somerville | Cambridge | Boston North
Market Area
Average Annual Office Absorption 16,077 147,023 204,408
Average Annual R&D Absorption NA NA -76,241
Total Increase in Office Supply 192,000 493,056 2,323,208
Total Increase in R&D Supply NA NA 44,873
Average Annual Increase in Office Supply 19,200 56,321 237,227
Average Annual Increase in R&D Supply NA NA -3,616

Source: Jones Lang LaSalle Real Estate Market Data

There is a sizable supply of vacant space that remains from the recent recession, which may slow
the pace of new development and absorption in the near future. Vacant office space exceeded
1.7 million square feet in the Boston North Market Area, 742,000 in Cambridge and less than
83,000 square feet in Somerville. Available space, which includes space under lease but
unoccupied and thus available to sub-lease to firms, is higher at 2.175 million square feet in the
Boston North Market Area, 1.4 million square feet in Cambridge and 88,000 square feet in
Somerville. With a lower level of available office space, Somerville will need to develop new
office space to accommodate firms seeking to locate in the city that need a large amount of
space.

While Somerville’s growth in supply and absorption of new class A office space has been
modest over the past decade (192,000 and 206,000 square feet, respectively), the city has the
potential to capture a larger share of the market demand over the next decade due to its price
differential with Cambridge and Boston and the addition of a new rapid transit stop at Assembly
Square within the next two years. Over a longer term, the Green Line expansion may also help
attract new development and businesses to Union Square and other commercial areas.

While some developers point to declining development opportunities to add new commercial
space in Cambridge, there is still a healthy pipeline of commercial projects in Cambridge that are
either under construction or permitted (see Table 3). Moreover, over 75% of the new office
development permitted and under construction is in East Cambridge, the area most proximate to

Somerville Linkage Study 5 Karl F. Seidman Consulting and ConsultEcon



Somerville’s key Assembly Square area. Consequently, Somerville may still face challenges in
attracting high profile tenants, such large biotech, pharmaceutical and IT companies that seek
proximity to Harvard, Cambridge and other firms in their industry. Moreover, Somerville will
need to remain conscious of maintaining a price differential with Cambridge to grow as a
competitive location, especially for more established businesses seeking a large amounts of
space.

Table 3. Cambridge Office Projects Under Construction and Permitted as of June 2012

Project Status Total East
Square Cambridge
Feet Share
Under construction 371,580 29%
Permitted* 3,789,620 82%
Total 4,161,200 77 %

Source: Cambridge Development Log, 2™ Quarter 2012
*Includes 1,573,703 square feet at North Point

Based on its growing market position over the past five years, the addition of a new Orange Line
station, its price advantage over Cambridge and the presence of significant permitted
development in Assembly Square, we estimate that Somerville can capture 12% of demand from
the Cambridge market area and 8% of demand from the Boston North Market Area over the next
10 years. Based on absorption levels over the past decade, this will yield 34,000 square feet in
new annual absorption. However, Jones Lang LaSalle data underestimate total absorption since
they omit non-leased single-user buildings and some other buildings. Based on the assessor’s
records of office and mixed-use office and retail buildings, the Jones Lang LaSalle inventory
accounted for 69% of the space in these buildings. To adjust for these omissions, the projected
absorption of new office and research and development space is increased by 45% to 49,300
square feet. Over a 10-year period, this will result in the occupancy of 493,000 square feet of
new office and/or research and development space. Although this projection is based on average
annual office space absorption, the actual development and absorption of new space is likely to
come in large amounts of 100,000 square feet or more as new office buildings are built.

Several factors could result in far more new development in Somerville over the next decade.
First, a developer may succeed in attracting a single user that requires a large block of space.
This is the focus of Federal Realty Investment Trust in its plans for office development in
Assembly Square. Somerville might secure either a major biotech research and development
facility or a New England or Northeast regional headquarters for an expanding engineering,
software or professional services firm. Second, the new Orange line station at Assembly Square
and amenities provided by the new retail development will make this location more desirable to
employers and could accelerate the absorption and development of space there, similar to the
effect of the Red Line station in Davis Square. Finally, an extended and accelerated economic
recovery would increase Somerville’s cost advantages as supply declines and rents increase,
enhancing its ability to attract tenants who might otherwise locate in Cambridge or Boston, in the
second half of the decade. Since the likelihood and impact of these factors is uncertain, this
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report uses the development scenario based on historic absorptions and current market
conditions.

In addition to the projected office absorption, Somerville is expected to gain 363,000 square feet
of new retail, restaurant and cinema space through projects under construction in Assembly
Square, additional retail development planned for Assembly Square and new ground floor space
incorporated in future office development. The components of this expected retail development
include:

e 153,000 square feet of retail space under construction at Assembly Square and 50
Middlesex Avenue

® 50,000 square feet of restaurant space under construction at Assembly Square

e 70,000 square of new retail and 30,000 square feet of new restaurant space developed in
conjunction with new office development (assuming ground space floor is 20% of a four
floor building)

Finally, our scenario assumes that Somerville will attract one of the new hotel developments
being proposed, at an assumed size of 45,000 square feet'.

Table 4. Summary of Expected Development, 10 Year Period

Type of Use Projected Square Feet of
Development
Office 493,000
Retail 223,000
Restaurant 80,000
Cinema 60,000
Hotel 45,000
Total 901,000

Expected Tenant Businesses

To determine the likely jobs and earnings from this new development, the industries likely to
occupy the expected new office space need to be projected. Since new tenants will arise from
employers and industries within the greater Somerville area, regional employment trends for
industries that occupy office and research and development space were used to make these
projections. For this analysis, data for both Somerville and the Metro North Service Delivery
Area (SDA), a twenty-community area that includes Cambridge, Somerville and surrounding
communities®, were used. The SDA region was chosen since detailed economic data exists and it
most closely corresponds to the Cambridge and Boston North real estate market areas. Since

! Assumes 100 rooms at 350 square feet per room and rooms accounting for 80% of building space.

% The 20 communities in the Metro North region include: Arlington, Belmont, Burlington, Cambridge, Chelsea,
Everett, Malden, Medford, Melrose, North Reading, Reading, Revere, Somerville, Stoneham, Wakefield,
Watertown, Wilmington, Winchester, Winthrop, and Woburn
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demand for new space will arise from both existing employers who may relocate and growing
industries, it is important to consider both the large existing industries and fast growing ones.

Existing Employment Base

Services constitute the primary economic sector for both the Metro North SDA and Somerville,
accounting for 51% and 55% of 2011 employment, respectively. (See Figure 1 for a distribution
of Metro North private employment by sector). Moreover, services also were the largest engine
of job growth for the region, adding over 13,400 jobs from 2002 to 2011, a period when overall
private sector employment declined by 4,321. Information industries, which include software,
internet services, publishing and broadcasting, were another growth sector that added 1,700 jobs
in this period.

4 )
Figure 1. 2011 Private Employment by Sector
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Source: Massachusetts Department of Labor and Workforce Development ES-202 Data Series

Four industries accounted for 84% of the region’s service sector employment in 2011:

e Professional and Technical Services, with 51,496 jobs (including 20,583 in scientific
research and development)
Health Services, which employed 40,828;

e Educational Services, with 30,935 jobs; and
Administrative and Waste Services, with 23,301 employees.
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By contrast, the entire finance, insurance and real estate sector employed 17,591workers in 2011,
75% of the jobs within the smallest (i.e. Administrative and Waste Services) of the four service
industries. These four industries also were the majority of Somerville’s service base, with 8,202
jobs or 53% of the city’s service employment in 2011. Health Care and Administrative and
Waste Services were by far the two largest industries within the Somerville service sector: each
had over 3,000 jobs. However, Somerville’s service employment growth over the last decade
largely came from Health Services which added almost 1,000 jobs from 2002 to 2011 followed
by Professional and Technical Services, which grew by 137 jobs (primarily in computer systems
design). For the Metro North SDA, health care and scientific and technical services were the
main engines of service sector growth. Each of these industries added over 8,000 jobs from 2002
to 2011. Moreover, their combined expansion exceeded the net growth in total service sector
jobs by 2,932, indicating that many other services industries declined over this period.

Growth Industries

Table 5 summarizes absolute job growth from 2002 to 2011 for expanding industries in the
Metro North area that are users of office space. These data show that health services, scientific
and technical services and software publishers accounted for 84% of employment growth over
past decade. These three industries are likely to constitute a significant portion of growth in
Metro North region given the importance of major research universities, biotechnology and
information technology in the local economy. The outlook for health care is more mixed.
Growth may slow with increased efforts to control health care costs, on the one hand, while an
aging population and expanded health coverage under federal health care reform are likely to
fuel industry growth.

Table 5. Job Growth from 2002 to 2012 for Expanding Regional Industries

Industry Job Growth Percent of Total
Health Services 8,097 34.6%
Scientific Research and 8,250 35.3%
Development Services
Software Publishers 3,315 14.2%
Management & Technical 825 3.5%
Consulting Services
Administrative and Waste 726 3.1%
Services
Individual and Family Services 1,656 7.1%
Membership Organizations & 529 2.2%
Associations
Total , 7 industries 23,298 100 %

Source: Massachusetts Department of Labor and Workforce Development ES-202 Data Series

A second factor in projecting future tenancy is developers’ plans for proposed projects. The
primary office space development projects are Assembly Square and North Point. Federal
Realty Investment Trust is targeting large office tenants including biotechnology, financial
service companies and corporate management offices. North Point is looking to attract the type
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of tenants located in Kendall Square, including biotechnology, information technology and other
technology-intensive firms. These targets are consistent with the importance of software and
scientific and technical research industries but down play the potential importance of health care
services as one of the largest and fast growing users of office space. However, commercial
brokers indicate that many biotechnology firms prefer to locate close to MIT, which may reduce
the share of biotechnology growth attracted to Somerville. Brokers and developers also noted
that younger IT firms are facing large rent increases if they remain in Cambridge and thus are
strong target tenants for new office development in Somerville which can offer a lower rent. For
these reasons, the projected development is weighted more heavily toward computer and IT-
related tenants than scientific research and development (biotech) firms, even the later has a
larger employment base and grew more in the past decade. Based on recent growth trends and
developer plans, the distribution of tenants for the 493,000 square feet of new office
development over the next decade is expected to be:

Scientific Research and Development (including biotechnology) 25%
Health Services 25%

Software Publishers 25%

Computer Systems Design and Related Services 15%

Management & Technical Consulting Services 5%

Financial Services 5%

The first three industries are large and growing industries. Computer Systems Design is a large
IT-related industry that has been growing in recent years after declining from 2002 to 2006.
Management and technical consulting services is a smaller industry but it has been growing over
the past decade. Financial services are included due to its large presence in Boston and as a
prospective industry by the major office developer.

Retail Tenants

Two-thirds of the new retail space consists of the retail center now under development at
Assembly Square. Federal Property’s plan for this retail space construction is for an outlet style
mall, which will emphasize clothing and accessory stores. The other retail stores projected for
the ground floor space of office buildings are a mix of a pharmacy (10,000 square feet), clothing
stores (10,000 square feet), specialty food, liquor and convenience stores (10,000), miscellaneous
retailers, such as florists, gift or office supply stores (15,000), personal care services (10,000),
and bank branches (15,000).

Table 6 summarizes the square footage and number of jobs projected to occur in Somerville over
the next 10 years by use and tenant type. These projections were used to estimate occupations
and wage levels for new employees working in the expected new buildings. Employment
projections assume one new employee per 225 square feet of new office space; this figure
reflects a growing trend for higher employee density in office building and the observation by
some developers that firms are utilizing less office space per employees in new locations.
Assumptions for the retail and service tenants are: one employee per 300 square feet for the
pharmacy, one employee per 500 square feet for clothing stores, one employee per 400 square
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feet in other retail space, one employee per 250 square feet for the bank branches and personal
care businesses, one employee per 150 square feet for restaurants and one person per 1,000
square feet for the cinema complex. Hotel employment is projected at one employee per room,
which assumes a mid-price full service hotel.

Table 6. Projected New Somerville Development by Use and Tenant Type

Use/Tenant Type Projected Square Feet Estimated New
Employment
Office: scientific R&D 123,250 548
Office: health services 123,250 548
Office: software 123,250 548
Office: computer systems design 73.950 329
Office: management & tech services 24,650 110
Office: financial services 24,650 110
Total Office 493,000 2,191
Retail: clothing 163,000 326
Retail: pharmacy 10,000 33
Retail: food, convenience 10,000 25
Retail: miscellaneous 15,000 38
Retail: personal care 10,000 40
Bank branches 15,000 60
Cinema 60,000 60
Restaurants 80,000 533
Hotel 45,000 100
Total Retail, Restaurant and Services 408,000 1,215
Total All Uses 901,000 3,406
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Il. Impact of Large Scale Development on Affordable Housing Demand

Using the 10-year development scenario and employment projections summarized in Table 6,
this section forecasts the demand for affordable housing in Somerville that will result from this
development. Since this analysis utilizes several data sources and assumptions to prepare the
forecast, a full explanation of the methodology used is provided along with the final results.

Since demand for affordable housing is tied to household income, the first step projects the
distribution of new jobs by earnings. Using 2010 national data for each industry’s occupational
distribution, the number of new jobs in 22 occupational categories was calculated for each
industry. Earnings were then estimated for these occupations for each of the 15 industries
expected to occupy new development. These earnings were based on the median annual
earnings for the respective occupation during 2011 in the Boston North Metro labor market area.
These calculations yielded the projected number of jobs at different annual earning levels by
industry. Figures were then aggregated by income categories that correspond to HUD’s FY2011
Boston PMSA limits for low-income households between one to five persons. Table 7 presents
the resulting distribution of new jobs in large office and retail developments by income category.

Table 7. New Jobs by Income Category in New Large Retail and Office Developments

Income Range Number of New Retail | Number of New | Total Number of
and Non-Office Jobs Office Jobs New Jobs
0 to $44,950 1,143 671 1,814
$44,951 to $51,400 12 21 33
$51,401 to $57,800 5 42 47
$57,801 to $64,200 0 11 11
$64,201 to $69,350 0 0 0
$69,351 and up 52 1,445 1,497
Total 1,212 2,190 3,402°

Source: Karl F. Seidman Consulting Services

Since new employees will live in a variety of communities, it is necessary to determine what
share will demand housing in Somerville. To estimate the percent of new employees who will
demand housing within the city, employees in large office, industrial and retail buildings were
surveyed in October and November 2012. This survey asked employees whether they moved to
or sought housing in Somerville as a result of their job in Somerville and whether they planned
to move to Somerville over the next five years. Based on the survey results®, the percentage of
new employees who are expected to demand housing in Somerville is 17.5% for office workers
and 6.8% for retail workers. These percentages were multiplied by the gross number of new jobs
in each income group and development type to project the demand for new housing by employee
earnings. Table 8 summarizes this data.

? This total new job figure of 3,402 is slightly less than the 3,406 projection in Table 6 due to the rounding of
fractional results the occupational employment projections.

* 1,691 surveys were distributed to employees in 8 retail businesses, 15 office tenants and 6 industrial firms in large
office buildings, industrial building and retail center with 477 surveys returned for a 28% response rate.
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Table 8. Somerville Housing Demand Generated by New Large Retail and Office
Developments by Income Category

Income Range Retail and Non- Office Workers Total
Office Workers Seeking
Seeking Housing in

Housing in Somerville

Somerville
0 to $44,950 78 117 195
$44,951 to $51,400 1 4 5
$51,401 to $57,800 0 7 7
$57,801 to $64,200 0 2 2
$64,201 to $69,350 0 0 0
$69,351 and up 4 253 257
Total, All Incomes 83 383 466

The final step in projecting demand for affordable housing units among the 466 employees who
are expected to seek housing in Somerville requires considering their household type. Both the
number of wage-earners in the employee’s household and the household size are relevant to this
determination. Since the workers in Somerville’s new developments will be drawn from the
greater Boston area, 2006 to 2011 American Community Survey data for the Boston-Cambridge
Quincy Metropolitan Area’ on the distribution of households by number of earners and
household size was used to estimate the type of households in which these employees will live.
This data provided a matrix for the distribution of household by size for single earner and
multiple earners household that was applied to the new employees expected to seek housing in
Somerville. Among households with workers, 48% had one wage earner, 41% had two or more
wage earners, and 11% had three or more wage earners. The distribution of each type of wage-
earner household by total household size is shown in Table 9.

Table 9. Household Size by Number of Wage-Earners,
Boston-Cambridge Quincy Metro Area

Number of Percent 1 Percent 2 Percent 3 Percent 4 or
Wage Person Persons Persons More
Earners Persons
One Earner 40.5% 28.0% 13.8% 17.7%
Two Earners 45.3% 22.3% 32.4%
Three Earners 33.0% 67.0%

These percentages were applied to the number of projected new workers in each occupation to
estimate their household composition. For the single earner households, the median wage for the
occupation was used to estimate their household income and determine if they fell below the

> The formal name of this geography is the Boston-Cambridge-Quincy New England City and Town Area
Metropolitan Division
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HUD low-income and very-low income thresholds. Seventy single earner households are
estimated to be low-income (less than 80% of area median income), of which 57 would be very
low-income (at 50% or less of the area median income). Projecting affordable housing demand
among multiple-earner households is more complicated since it requires estimating the earnings
from other wage earners. To simplify this analysis, all households with three of earners were
deemed to be above the low-income threshold, as the lowest median wage across occupations
was $24,656 and three times this wage would be almost $74,000—above the low-income limit
for a family of five.

Using the distribution and median income of occupations for the Boston-Cambridge-Quincy
Metropolitan Area, a probability was calculated for each first employee occupation that the
second earner’s pay would be below the low-income threshold for a three or four person
household. This probability was then applied to the number of estimated two-earner households
for the respective occupation to project the number of two-earner low-income households. For
example, among food preparation and service workers, 14 are estimated to seek housing in
Somerville and live in a household with two employed workers. The probability that the second
worker will have an occupation such that the combined household income is below $64,200 (the
low-income limit for a 4 person household) is 50%. This 50% probability was multiplied by 14
to yield an estimated 7 of these households that will be low-income. Similarly, 27 workers in
office administration jobs are expected to be in two-earner households and seek housing in
Somerville. However, since these workers have a higher median wage ($39,307), the probability
that household income with the second wage earner will be below $64,500 is only 8%.
Consequently, there are only two low-income households estimated for two-earner households in
which the first worker holds an office administration position. Across all the occupations, the
resulting number of two-earner low-income households is 19, of which 18 are projected to be
very low-income. This brings the total number of affordable housing units needed to meet
the demand generated by large office and retail development to 89 units. Table 10
summarizes the total projected demand for new affordable housing by household size and among
low and very low-income households.

Table 10. New Affordable Housing Demand in Somerville from Large Office and Retail
Developments by Income Type and Household Size

Income Group One-Person | Two- Three Person | Four Person | Total
Person

Very-Low 11 0 19 31

Low 27 13 18 58

Total 38 13 37 89
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lll. Subsidy Required to Mitigate Impact of Large Scale Development

This analysis builds upon the framework established in the earlier sections to project the total
subsidy required to mitigate the increased demand for affordable housing generated by large-
scale developments in Somerville. Housing affordability is a function of household income® and
the cost of available rental and for-sale housing units in a given real estate market. The City of
Somerville and the entire Metropolitan Boston region suffer from a well-known and
demonstrated lack of sufficient affordable housing. This section demonstrates the need for an
affordable housing mitigation of the impacts of new commercial development by comparing the
total development cost of new affordable housing units to the housing prices that can be
supported by low- and very-low-income households. Before calculating the subsidy required,
current housing conditions in Somerville are reviewed to provide background and context.

Housing Conditions in Somerville

The basis for imposing a development impact fee is that there is a nexus between job-creating
development and the increased demand for affordable housing. Before presenting the
methodology used to calculate the subsidy required to mitigate the housing impact of large-scale
development, this section presents a summary of current market conditions in Somerville.
Detailed statistical data on Somerville’s population, household, housing stock and housing
market conditions appear in Appendix A.

The City of Somerville continues to experience a sustained affordable housing crisis. It was
noted in the 2003 study that Somerville has a very low rental vacancy rate, is losing existing
rental housing due to condominium conversions, and has limited vacant land for new
construction. These trends have continued to be a factor in the availability and cost of housing in
Somerville. As reported by the U.S. Census Bureau, the rental vacancy rate in Somerville
increased from 1.6 percent in 2000 to 3.6 percent in 2010. Despite this increase, the rental
vacancy rate is still low when compared to the rates across the Boston region and the
Commonwealth of Massachusetts as whole. In 2010, the rental vacancy rates were 5.9 percent in
the Boston region and 6.5 percent in the Commonwealth. Data from the Census Bureau also
indicates that median gross monthly rental payments among Somerville renting households has
increased 48.6 percent, from $874 in 2000 to $1,299 in 2010.” The increase in the cost of rental
housing in Somerville is increasing faster than the general rate of inflation nationally, as
indicated by the Consumer Price Index (CPI). Between 2000 and 2010, CPI increased from
172.2 to 218.1, a 26.6 percent increase, which would indicate that Somerville households are
devoting an increasing share of their financial resources to housing. Census data are supportive
of this finding. In 1999, approximately 37 percent of renting households devoted 30 percent or
more of their income to (gross) rent; in 2010, approximately 45 percent of households did so.

® This analysis uses Department of Housing and Urban Development (HUD) definitions of very low income (50
percent or less of metropolitan area median family income (AMI)), low income (50 to 80 percent of AMI), and the
percent of income to be devoted to shelter (30 percent).

’ This 2010 figure is based on the Census Bureau’s American Community Survey 5-year (2006 to 2010) estimates.
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According to Census housing data, Somerville had a net gain of 1,243 housing units between
2000 and 2010. However, the city lost 182 units of rental housing over the same period. The net
increase in total housing units, therefore, is due to the increase in owner-occupied housing units
and an increase in vacant housing units, which may be vacant for sale or for rent during the
survey period. The conversion of rental units to condominiums is likely a source for much of
this increase in ownership units. According to City of Somerville Assessing Department data,
the number of residential condominiums increased from 1,821 units in fiscal year (FY) 2005 to a
projected 4,379 units FY 2013. The annual increase has slowed somewhat in recent years, due to
the economic recession. However, this ongoing trend has the effect of reducing the amount of
rental housing, which is most often consumed by low-income households. The contracting
supply in rental housing may also increase rent levels, thereby making more rental units
unaffordable to low-income households.

The converted condominiums often sell for prices that are beyond the income levels of very-low-
and low-income households. The median sales price of a condominium in Somerville between
January and October of 2012 was $385,250. Interestingly, the current low interest rate
environment has had the effect of making home ownership more affordable due to the lower the
level of mortgage payments required to service the loan than in past periods. A low-income
family of four with an annual income of $64,000 (80% of FY 2011 Area Median Family Income
(AMI)) could support a maximum mortgage $362,000, assuming a 3.4 percent interest rate and
excellent borrower credit rating.® However, many low income households may not qualify for
these low interest mortgages because they do not meet down payment and credit requirements.
Moreover, the above analysis does not factor property taxes that effectively lower the mortgage
payment amounts. In FY 2012, the annual tax bill for a condominium based on the average
assessment in the City was $2,400, which lowers the supportable maximum mortgage supported
by low-income family of four with an annual income at 80% AMI to $317,000.°

As will be demonstrated later in this analysis, land and residential construction costs are too
high in Somerville for market demand alone to trigger the creation of affordable housing. In
fact, the high cost of housing construction in Somerville is a barrier to affordable housing even
for families at 80 percent of the AMI ($64,000). Somerville’s housing crisis is most acute for
very-low-income households at or below 50 percent of AMI.

The most recent in an annual series of reports on the regional housing market, the Greater
Boston Housing Report Card 2012 reviews the long term trends over the past decade that
provide additional context for Somerville’s housing market. The report identifies two distinct
stages within the regional housing market over the past decade. The first stage that began in the
late 1990’s and lasted through 2005 reflected rapidly rising housing prices and relatively stable
rents. The second stage beginning in 2005 and ending recently reflected declining sales and
stagnating and falling housing prices, due in part to rising foreclosures and tightening credit,
and escalating rents because demand exceeded the supply of available rental housing. During

¥ Week ending December 15, 2012 via Boston Globe online and Bankrate.com.

? The quarterly tax bill was $599 for FY 2012, based on the average condominium assessment and including the
residential exemption, as reported in http://somerville.patch.com/articles/tax-rate-increases-increase-is-smaller-
compared-to-previous-years.
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this second stage households that would have otherwise chosen homeownership were choosing
rental housing, thereby contributing to increasing rents. Most recently, regional data has
pointed to signs of recovery in the housing market. In addition, Greater Boston Housing Report
Card 2012 identifies a new paradigm in demand for housing away from single family suburban
homes to more condominiums and multi-family rental housing that is due to fundamental
changes in the regional economy, demographics and consumer behavior. Because the
composition of housing stock in Somerville matches this latter category, this fundamental
increase in demand for housing has the potential to exacerbate the affordability of housing in
the City. There is a clear need to mitigate the effect of new large-scale developments on the
demand for affordable housing in Somerville.

Given these market conditions and the costs to construct new housing, none of the 89 new units
needed to address the impact of new developments on housing demand among low- income
households will be supplied by either the current housing market or the new un-subsidized
private development market. Since new subsidized housing development will be needed to
supply the low-income housing demand generated by new large development projects, a
development impact fee is warranted to mitigate this impact.

Methodology

The total cost of mitigating the impact of new large-scale development in Somerville is based on
the number and size of new low-income and very low-income households that the development
will generate, as detailed earlier in this report. The previous section projected demand for
affordable housing from 89 new very-low-income and low-income households ranging in size
from one person to four or more persons. This section determines the subsidy required to
construct housing that is affordable for those households. Low- and very-low-income
households are the focus of this analysis because the majority of state and federal programs of
subsidy funding sources for affordable housing are targeted to income groups at or below 80
percent AMI. According to analysis of affordable housing projects in Massachusetts, state and
federal tax credits accounted for over 70 percent of all subsidy sources between 2007 and
2012."° Federal and state tax credits prioritize creation of units for households at 50 percent
AMI and 60 percent AMI. Therefore, because of the targeting of available subsidy sources of
funding, it is likely that much of the new affordable housing created in Somerville will be
targeted to these income levels. Focusing on low- and very-low-income households will
expand access to a broader range of sources of subsidy, making projects more feasible.

It is necessary to determine the total development cost (TDC) of constructing standard housing
units of various sizes appropriate for the 89 households. For rental housing, we assume that the
rental income from the households, less operating costs and vacancies, will be used to pay debt
service on a permanent mortgage and provide a return to the developer. The difference between
the TDC and the mortgage and private equity supported by net rents represents the affordability
gap that must be subsidized to mitigate the effects of new large-scale developments in

' Presentation “Affordable Rental Housing: Opportunities and Challenges” by Massachusetts Housing Partnership
at Massachusetts Department of Housing and Community Development’s Under One Roof Conference, November
13, 2012.
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Somerville. The total subsidy required to develop 89 affordable housing units is then divided by
the square footage of the projected large-scale development to obtain the full mitigation fee
required to offset the impact of new development.

The following key assumptions were made to calculate the housing affordability gap.

Size and Distribution of Housing Units

The size of households was derived in the previous section. The households range in size from
one to four or more persons. All one-person and two-person households are assigned to one-
bedroom units. Three-person households are assigned to two-bedroom units. Four or more
person households are assigned to three bedroom units. Data in Table 11 show the distribution
of housing units by size and income levels.

Table 11. Affordable Housing Units by Size and Income Levels

Households by Size
Two Three Four
One Person Person Person Person Total
Low Income 27 0 13 18 58
Very Low Income 11 1 0 19 31
Total 38 1 13 37 89
Distribution of Units by Number of Bedrooms
One Bedrooms 100% 100%
Two Bedrooms 100%
Three Bedrooms 100%
Units by Number of Bedrooms
Low Income
One Bedrooms 27 0 0 0 27
Two Bedrooms 0 0 13 0 13
Three Bedrooms 0 0 0 18 18
Very Low Income
One Bedrooms 11 1 0 0 12
Two Bedrooms 0 0 0 0
Three Bedrooms 0 0 0 19 19
Total (Low Income + Very Low Income)
One Bedrooms 38 1 0 0 39
Two Bedrooms 0 0 13 0 13
Three Bedrooms 0 0 0 37 37
Total 38 1 13 37 89

Source: Karl F. Seidman Consulting Services and ConsultEcon, Inc.

Type of Housing Development

To simplify calculations, all of the housing is assumed to be developed by nonprofit housing
developers. The subsidy figure obtained in this analysis assumes that 100 percent of the new
units for very low income households will be constructed as rental housing. Most affordable
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housing homeownership subsidies are targeted at low and moderate income households, rather
than very low income households because of their limited ability to pay on-going tax, insurance
and maintenance costs. The assumption for low income households is that 32 percent of the
new units will be constructed for home ownership and 68 percent of the new units will be
constructed as rental housing. This mix of home ownership and rental units is the same as the
ratio of owner-occupied and renter-occupied units in Somerville reported in the 2010 Census.
Data in Table 12 show the distribution of rental and home ownership housing units by size and
income level.

Table 12. Rental and Ownership Affordable Housing Units by Size and Income Levels

Households by Size
Two Three Four
One Person Person Person Person Total

Homeownership Units by Income Level

Low Income 9 0 4 6 19

Very Low Income 0 0 0 0 0
Units by Type of Housing

Ownership 9 0 4 6 19

Rental 29 1 9 31 70

Total 38 1 13 37 89
Rental Units by Number of Bedrooms

One Bedrooms 29 1 0 0 30

Two Bedrooms 0 0 9 0 9

Three Bedrooms 0 0 0 31 31

Total 29 1 9 31 70
Ownership Units by Number of Bedrooms

One Bedrooms 9 0 0 0 9

Two Bedrooms 0 0 4 0 4

Three Bedrooms 0 0 0 6 6

Total 9 0 4 6 19

Source: Karl F. Seidman Consulting Services and ConsultEcon, Inc.

Unit Size

The unit size used to calculate TDC is adapted from the actual projects analyzed as a part of this
study, not including one large senior housing project that had smaller unit sizes. The unit sizes
are as follows: one-bedroom units are 650 net square feet; two-bedroom units are 880 net square
feet; and three-bedroom units are 1,150 net square feet.

Total Development Costs

Development costs for recent affordable housing projects in Somerville and similar, built-out
neighborhoods in nearby communities were obtained through local housing authorities and
nonprofit developers. The figures used in this analysis average the costs of development of the
various projects, and remove outlier projects as noted in the footnotes on Table 13, which
summarizes the TDC of 70 affordable rental units in Somerville. The average cost of
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developing ownership units is assumed to be the same as the cost of developing rental units.
Costs for the ownership projects reviewed were in the range of costs for the rental projects and
did not reflect a significant variance. Data in Table 14 summarize TDC of developing 19
affordable ownership units in Somerville. Following is a discussion of key assumptions in these
analyses.

Land acquisition costs are very high in Somerville and metropolitan Boston. A review of
projects in Somerville and similar adjacent communities showed highly variable land prices
ranging from $0 to $4.3 million per project or $0 to $134,000 per unit. This analysis uses the
weighted average cost of acquiring land at $41,000 per unit.

The construction cost is assumed to be $155.34 per gross square foot. Rental unit construction
costs were projected using a gross square footage of 80,000, which was based on a ratio of net
rentable to gross square feet of 79.2%''. The net rentable square footage of 63,070 square feet
was based on the unit mix and sizes, as detailed in Table 13. Ownership unit construction costs
were calculated using a gross square footage of 21,000, with a net saleable area of 16,270 square
feet.

“Soft” costs, including architectural services, engineering, legal services and other costs, were
calculated at 33.1 percent of construction costs. Total development costs also include a
construction contingency reserve set at 5.8 percent of construction costs. Capital reserves,
developer’s fee and developer’s overhead are calculated at 12.6 percent of the subtotal of
acquisition, construction and soft costs. Based on these factors, the TDC to construct 70
affordable housing rental units is $22.7 million and the TDC to construct 19 ownership units is
$6.0 million.

' The actual gross square footage used to calculate construction costs is slightly less than 79.2% due to rounding.
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Table 13. Total Development Costs of 70 Rental Housing Units in Somerville

Number of

Project Description Units | Average Unit Size ” Net Square Feet
One Bedroom 30 650 19,500
Two Bedroom 9 880 7,920
Three Bedroom 31 1,150 35,650
Total Units 70 63,070
Net Square Feet as a Percent of Gross Square Feet ~ 79.2%
Total Gross Square Feet (GSF) (Rounded) 80,000
Calculation of Total Development Costs

Amount
Cost Unit Factor (Rounded)
Acquisition Cost $41,000 | per Unit $2,870,000
Construction Cost $155.34 | per GSF ¥ $12,427,000
Construction Contingency 5.8% | of Construction Cost ” $721,000
Soft Costs 33.1% | of Construction Cost ~ $4,113,000
Total Acquisition, Construction and Soft Costs $20,131,000
Capital Reserves, Developers Fee and of Total Acquisition, Construction
Delzlelopers Overhead P 12.6% and Soft Coc;ts o $2,537,000
Total Development Costs (TDC) $22,668,000
TDC per Unit $323,829
TDC per GSF $283.35

Source: ConsultEcon, Inc.

1/ Based on the weighted average unit size of affordable units recently developed in Somerville and adjacent
communities, not including one senior housing project.

2/ Based on the weighted average net to gross square feet ratio for affordable housing projects recently developed in
Somerville and adjacent communities, not including one outlier project and rehab projects.

3/ Based on the weighted average per unit acquisition cost for affordable housing projects recently developed in
Somerville and adjacent communities.

4/ Based on the weighted average construction cost for affordable housing projects recently developed in Somerville
and adjacent communities, not including rehab projects.

5/ Based on the weighted average ratio for affordable housing projects recently developed in Somerville and
adjacent communities, not including rehab projects.
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Table 14. Total Development Costs of 19 Ownership Housing Units in Somerville

Number of

Project Description Units | Average Unit Size ” Net Square Feet
One Bedroom 9 650 5,850
Two Bedroom 4 880 3,520
Three Bedroom 6 1,150 6,900
Total Units 19 16,270
Net Square Feet as a Percent of Gross Square Feet ~ 79.2%
Total Gross Square Feet (GSF) (Rounded) 21,000
Calculation of Total Development Costs

Amount
Cost Unit Factor (Rounded)
Acquisition Cost $41,000 | per Unit $779,000
Construction Cost $155.34 | per GSF ¥ $3,262,000
Construction Contingency 5.8% | of Construction Cost ” $189,000
Soft Costs 33.1% | of Construction Cost ~ $1,080,000
Total Acquisition, Construction and Soft Costs $5,310,000
Capital Reserves, Developers Fee and of Total Acquisition, Construction
DeI\)/elopers Overhead P 12.6% and Soft Cocits o $669,000
Total Development Costs (TDC) $5,979,000
TDC per Unit $314,684
TDC per GSF $284.71

Source: ConsultEcon, Inc.

1/ Based on the weighted average unit size of affordable units recently developed in Somerville and adjacent
communities, not including one senior housing project.

2/ Based on the weighted average net to gross square feet ratio for affordable housing projects recently developed in
Somerville and adjacent communities, not including one outlier project and rehab projects.

3/ Based on the weighted average per unit acquisition cost for affordable housing projects recently developed in
Somerville and adjacent communities.

4/ Based on the weighted average construction cost for affordable housing projects recently developed in Somerville
and adjacent communities, not including rehab projects.

5/ Based on the weighted average ratio for affordable housing projects recently developed in Somerville and
adjacent communities, not including rehab projects.

Income Levels

An important step in calculating the subsidy necessary to create new affordable housing units is
to define the income stream that will be used to support the development of new housing. This
analysis assumes that the new rental housing will solely be supported by rental income from
tenant households and ownership housing will be supported by the sales of affordable units.
Income levels are defined using the U.S. Department of Housing and Urban Development’s
(HUD) published definitions of income levels and affordable rents. HUD definitions should be
used to benchmark any analysis of affordable housing as those definitions determine eligibility
for housing subsidies for prospective homeowners, tenants and developers. HUD annually
publishes its calculation of Median Family Incomes by state, metropolitan statistical area and
other regions. HUD calculates income levels for very- low-income and low-income households
as proportions of the Area Median Family Income (AMI). A very-low-income household is
defined as having income less than or equal to 50 percent of the AMI. A low-income household
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is defined as having income between 50 and 80 percent of AMI. In FY 2011, the AMI for a
family of four in the Boston-Cambridge-Quincy Metro Fair Market Rent Area (including
Somerville) is $96,500. Therefore, a very low income for a family of four is less than $48,150.

Low income for a family of four in the Boston MSA is defined as between $48,150 and
$64,200.

Affordable Sales Price Levels

The average sales price of affordable units sold in Somerville is the basis for estimating the sales
proceeds available to support the creation of 19 affordable ownership units in Somerville.
Somerville’s Affordable Housing Trust Fund tracks sales of affordable ownership units for low
income (80 percent of AMI) and moderate income units (110 percent of AMI). Between 2008
and 2013 there were 4 one-bedroom units sold with an average sales price of $126,000, 7 two-
bedroom units with an average sales price of $171,000 and 5 three-bedroom units sold with an
average sales price of $187,000.

Affordable Rent Levels

In general, HUD defines rent as affordable to a household when the total cost of shelter
consumes no more than 30 percent of gross (total) income. In practice, the percent of income
devoted to shelter may be significantly higher for some households than is shown in this
analysis. HUD income levels for categories such as very low income and low income are set at
the upper limit of the income bracket and tend to overestimate household income. For example,
the low-income category includes households with incomes between 50 and 80 percent of AMI;
however, the annual household income is set at 80 percent of AMI. Low-income households
with income at 60 or 70 percent of AMI will pay more than 30 percent of their income for
shelter.

Projected Net Rental Income

Absent a subsidy, the construction of the 70 rental units of affordable housing projected in this
analysis must be supported through rental income from tenants. Households are assumed to pay
30 percent of household income in rent. Data in Table 15 detail the assumed income levels of
each household in order to derive the total gross rental income for the 70 units, based on the
distribution of households by size and income. Total annual gross rental income for the units is
$1.027 million.
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Table 15. Annual Rental Income by Household Income and Size of Household

Household Annual Annual | Monthly | Number of | Total Annual

Size Income Y Rent ¥ Rent | Households Rent
Low Income Households (51% to 80% of AMI)

1 Person $44,950 $13,485 $1,124 18 $242,730

2 Persons $51,400 $15,420 $1,285 0 $0

3 Persons $57,800 $17,340 $1,445 9 $156,060

4 Persons $64.,200 $19,260 $1,605 12 $231,120

Very Low Income (31% to 50% of AMI)

1 Person $33,750 $10,125 $844 11 $111,375

2 Persons $38,550 $11,565 $964 1 $11,565

3 Persons $43,350 $13,005 $1,084 0 $0

4 Persons $48,150 $14.,445 $1,204 19 $274,455

Total Annual Rent $1,027,305

Total Annual Rent (Rounded) $1,027,000

Source: ConsultEcon, Inc.
1/ From HUD Median Family Income and Income Limits by Household Size, FY 2011 for Boston-Cambridge-
Quincy, MA-NH MSA at http://www.huduser.org/portal/datasets/il/il1 1/ma.pdf ;
2/ Assumed at 30% of annual income.

To calculate the rental income available to support the total development costs described above,
the gross rents must be adjusted to reflect lost income due to periodic vacancies and the
operating costs of maintaining and managing housing. Vacancy is assumed at 5 percent of gross
rental income. Operating costs typically include such items as building management, janitorial
services, trash removal, building maintenance, landscaping, and marketing and other
administrative costs. For this analysis, the full cost of utilities is also included. Based on
comparable projects in Somerville and the region, total operating costs were calculated as
$8,700 per unit or $609,000 total. Net rental income after deducting vacancy and operating
costs is $366,650.

Rental Affordability Gap & Required Subsidy

The next step is to find the gap in project finance between the permanent mortgage and
developer equity that the net rental income can support and the total development costs of the 70
rental units. In general, the amount of loan that lenders will approve is based on the income
stream from the project. In this case, the annual net rental income is $366,650. However,
lenders prefer to build into their mortgage calculations a cushion between projected rents and
the annual debt service needed to pay down the loan. The debt coverage ratio (ratio of income
to allowable debt) reduces the effective amount of net rental income that can be used to support
a mortgage. This analysis assumes a debt coverage ratio of 1.1, based on permanent financing
programs offered by MassHousing. After adjusting the net rental income by the debt coverage
ratio, the project has $333,300 in annual income with which to pay the debt service on a
permanent mortgage.
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The total allowable permanent loan is calculated by dividing the net annual income by the
mortgage constant, based on a 5.295 percent mortgage constant, assuming MassHousing
financing available at current interest rates that amortizes over a 40 year period. The permanent
loan supported by the households is $6.3 million. The annual revenue not required for the
mortgage is then available to support equity investment. Based on a required return of 8.0

percent, this revenue would support $458,000 in equity investment.

Given the total

development costs of $22.7 million, a total subsidy of $15.9 million is required to mitigate the
impact of new large-scale development in Somerville. Data in Table 16 summarize the figures
used to obtain the required subsidy for affordable rental units.

Table 16. Summary of Financing Gap for Affordable Rental Housing

Project Description

Number of Units 70
Total Gross Square Footage (GSF) 80,000
Total Development Costs (TDC) $22,668,000
TDC per Unit $323,829
TDC per GSF $283.35
Net Rental Income Unit | Factor Amount
Gross Annual Rental Income $1,027,000
Less Vacancies 5% | of Gross Rental Income ($51,350)
Less Total Operating Costs $8,700 | per Unit ($609,000)
Net Operating Income $366,650
Mortgage Calculation

Net Operating Income (NOI) $366,650
Debt Coverage Ratio 1.1
Available for Debt Service $333,300
Mortgage Constant 5.295%
Permanent Mortgage $6,295,000
Equity Calculation

Revenue Available for Return to Equity $36,665
Required Return on Equity 8.0%
Supportable Equity Investment $458,000
Financing Gap Calculation

Total Development Costs $22.668,000
Less Permanent Mortgage ($6,295,000)
Less Supportable Equity ($458,000)
Financing Gap (TDC-Mortgage-Equity) $15,915,000

Source: ConsultEcon, Inc.
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Ownership Affordability Gap & Required Subsidy

The affordability gap in project financing of ownership units is the difference between the TDC
and the proceeds from the sale of the 19 ownership units. It is assumed that the sales price of
the housing units is the same as the average for price of units recently sold to low income
households in Somerville. Based on the mix of units and the assumed sales prices, the total
estimated sales proceeds are $2.9 million. Assuming that the TDC of $6.0 million, the
estimated financing gap for 19 affordable home ownership units is $3.0 million. Data in Table
17 summarize the financing gap for ownership units.

Table 17. Summary of Financing Gap for Affordable Ownership Housing
Project Description

Number of Units 19
Total Gross Square Footage (GSF) 21,000
Total Development Costs (TDC) $5,979,000
TDC per Unit $314,684
TDC per GSF $284.71
Unit Sales Proceeds Unit Average Price Sales Proceeds
One Bedroom 9 $126,000 $1,134,000
Two Bedroom 4 $171,000 $684,000
Three Bedroom 6 $187,000 $1,122,000
Total 19 $2,940,000
Financing Gap Calculation
Total Development Costs $5,979,000
Less Sales Proceeds ($2,940,000)
Financing Gap $3,039,000

Source: ConsultEcon, Inc.
1/ Based on the affordable (at 80% AMI) unit rounded average sales price in the City of Somerville between 2008
and 2013.

Maximum Linkage Fee Level

The subsidy required to offset the affordable housing impact of new large-scale development in
Somerville is $19.0 million, the total of the subsidy required for rental and ownership units. The
subsidy per square foot of development is obtained by dividing the total required subsidy by the
total square feet of new large-scale commercial development calculated in previous sections.

While 901,000 square feet of new large-scale development is projected, the first 30,000 square
of a project is exempt from linkage fees under the current policy. Assuming an average project
size of 100,000 square feet, new commercial development would occur across 9 buildings.
Therefore, the square footage subject to linkage payments would be 631,000, and the maximum
warranted subsidy per square foot of commercial development is $30.04. Alternatively, should
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new commercial development would occur across 5 buildings, the square footage subject to
linkage payments would be 751,000 and the maximum warranted subsidy per square foot of
commercial development is $25.24.

In setting its final linkage fee, Somerville needs to consider the potential contribution of other
funding sources toward financing this required subsidy and the impact of its linkage fees on the
city’s competitiveness in attracting new development and firms.

Affordable Housing Subsidies

This analysis calculates the full cost of mitigating the housing impact of projected large-scale
developments in the City of Somerville. Somerville has relatively high affordable housing
development costs, given the scarcity of vacant land, high construction costs and, at times,
problems with site remediation. The purpose of affordable housing is to limit the rental or
mortgage payments of low-income households; there is a limited income stream with which to
finance debt. Therefore, the City and non-profit developers are challenged to find additional
sources of subsidy to fill the gap between the rents that low-income families can afford and the
debt that is incurred by affordable housing developers. Since most affordable housing
developers layer multiple subsidies to support the construction of new housing units, the
Somerville Linkage Fee will work in conjunction with other subsidy sources to fill the $19.0
million gap.

This section reviews other potential subsidy sources and their funding contribution to recent
projects to frame the subsidy share that the Linkage Fees will need to provide. The
Commonwealth of Massachusetts, in partnership with the U.S. Department of Housing and
Urban Development (HUD), offers a variety of subsidies to assist in the construction and
financing of affordable housing. City governments also contribute their own subsidy funds.

Our analysis revealed the use of a common set of subsidies in non-profit affordable housing
developments in Somerville and adjacent communities. Following is a list of the most common
subsidies, with a range of subsidy amounts in the projects reviewed.

Low-Income Housing Tax Credits. The Commonwealth of Massachusetts Department of
Housing and Community Development (DHCD) administers the Commonwealth’s allocation of
the Federal Low-Income Housing Tax Credits (LIHTC). The tax credit program offers four
percent and nine percent tax credits for the construction of affordable housing through a
competitive process determined by DHCD according to HUD guidelines. Tax credits are sold
through syndicators to private investors to raise funds for rental housing construction. The
LIHTC projects reviewed raised between 30 and 56 percent of project costs through the sale of
tax credits (between $2.1 million and $6.1 million per project reviewed).

HOME Funds. HUD offers block grants to states and cities to support the creation of
affordable housing and community development. = Commonwealth HOME funds are
administered through DHCD while Somerville administers a separate pool of HOME funds.
The projects reviewed covered 5 percent to 34 percent of project costs through the use of
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HOME funds from either DHCD awards or municipal allocations or both. A majority of the
projects reviewed received between 13 and 16 percent of projects costs from HOME funds.

Commonwealth Affordable Housing Trust Fund. The Commonwealth Affordable Housing
Trust Fund (AHTF) supports the creation and preservation of affordable housing throughout the
state. Commonwealth AHTF grants have supported between 9 percent and 15 percent of the
total development costs of projects reviewed for this report.

Commonwealth Housing Stabilization Fund. DHCD administers the Housing Stabilization
Fund, which is a state funded bond program that assists in the production and preservation of
affordable housing. The projects reviewed that received this type of assistance received
between 6 percent and 8 percent of project costs.

Municipal Affordable Housing Trusts. An important component of financing for most
affordable housing in the Boston metropolitan region is obtained through grants from local
governments. Municipal affordable housing trust funds are supported through development
exactions such as housing linkage fees or were capitalized through the use of state and federal
block grants. Somerville projects reviewed for this report showed that the City’s affordable
housing trust contributions have ranged from 1 percent to 3 percent of total project costs, with
an average subsidy of $6,400 per unit. Two projects reviewed in Boston and Cambridge
received affordable housing trust contributions that represented 26 percent and 28 percent,
respectively.

The above sources of funds were most often utilized in the projects reviewed. Overall, these
funding programs accounted for 49 to 80 percent of total project costs. The projects reviewed
also received additional funds from an array of other programs administered by DHCD and
other sources. Following is a review of selected other programs used by individual projects
reviewed.

Community Development Block Grants (CDBG). Like HOME Funds, CDBG are HUD
grants to support community development activities, including providing decent housing and a
suitable living environment, and by expanding economic opportunities, principally for low- and
moderate-income persons. These funds can be used for financing affordable housing when
allocated to do so by the local government recipient.

Commonwealth Commercial Area Transit Node Housing Program. A state funded bond
program available to municipalities, non-profit and for-profit sponsors to support rental housing
production or rehabilitation.

Commonwealth Community Based Housing Program. A program that provides funding for
the development of integrated housing for people with disabilities, including elders, with
priority for individuals who are in institutions or nursing facilities or at risk of
institutionalization.
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Commonwealth Housing Innovations Fund. This program is a state funded program for non-
profit developers to create and preserve affordable rental housing for special needs populations.

Commonwealth Facilities Consolidation Fund. A state funded program for non-profit
developers to create and preserve affordable rental housing for clients of the Department of
Mental Health and the Department of Mental Retardation.

Federal Home Loan Bank Affordable Housing Program. The Federal Home Loan Bank
offers direct subsidy grants and subsidized loans through member institutions to support
affordable housing development.

Somerville’s future supply of affordable housing subsidies is likely to reflect the diversity of the
programs utilized by projects in the past. Based on the reviewed projects, the primary funding
sources available for new affordable housing development in Somerville in the future will likely
be Low-Income Housing Tax Credits, Commonwealth and City Home Funds, Commonwealth
Housing Stabilization Funds, and Commonwealth and City Affordable Housing Trust Funds.
Since state sources are often awarded competitively, Somerville is not guaranteed funding from
all of these programs. Moreover, projects do not typically receive funding from all of these
sources. However, because of the array of funding programs available, it is reasonable to
assume that these subsidies will continue to contribute 50 percent to 60 percent of total
development costs for future rental projects. Given the total development cost of providing 70
units of affordable rental housing that is estimated at $22.7 million, this would represent a
contribution from currently available subsidy programs of between $11.3 and $13.6 million.
Subsidies for ownership projects are assumed to range from $125,000 to $150,000, comprised
of $100,000 per unit from DHCD programs and $25,000 to $50,000 per unit from local sources,
such as CDBG and HOME funds. Given that there are 19 units of affordable ownership housing
units in this analysis, the assumed contribution from currently available subsidy programs for
ownership units is between $2.4 and $2.9 million.

Based on these assumptions for affordable rental and ownership housing, the subsidy that needs
to be filled with the linkage fee is between $2.5 million and $5.2 million. Using assumed square
footage that would be subject to linkage payments of 631,000, assuming 10 new buildings at
100,000 each, the total subsidy needed to be filled by linkage fees per square foot ranges from
$3.97 to $8.31, with a mid-range of $6.14. If new development occurs in a smaller number of
larger buildings, more square footage would be subject to linkage payments and the required fee
would be smaller. For example, if the projected 901,000 of new space is developed in five
buildings that average 180,000 square feet, 751,000 square feet would be assessed a linkage fee
and the required linkage fee level would range from $3.33 to $6.98, with a mid-range of $5.15.
Data in Table 18 summarize the calculations of per square subsidy and linkage fee range.
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Table 18. Calculation of Per Square Foot Subsidy Required and Linkage Fee Range

Total Development Cost Summary

Cost of Rental Housing (from Table 13) $22.668,000
Cost of Ownership Housing (from Table 14) $5,979,000
Total Development Cost $28,647,000
Total Subsidy Required Summary

Subsidy Required for Rental Housing (from Table 16) $15,915,000
Cost of Ownership Housing (from Table 17) $3,039,000
Total Subsidy Required $18,954,000
Subsidy Calculation

Total Commercial Square Footage 901,000
Assumed Average Commercial Building Size 100,000
Number of Commercial Buildings 9
Square Footage Exempt from Linkage Fee under Current Policy 270,000
Commercial Square Footage Subject to Linkage Fee 631,000
Subsidy Required per SF of New Commercial Development $30.04
(Total Subsidy Required / Commercial SF Subject to Linkage Fee)

Linkage Fee Calculation

Amount from Existing Subsidy Programs $13,709,000 $16,450,800
Subsidy Needed to be Filled by Linkage Fee $5,245,000 $2,503,200
(Total Subsidy Required, Less Amount from Existing Subsidy Programs)

Subsidy Needed to be Filled by Linkage Fee per Square Foot

(Based on 9 new buildings at 100,000 square each) $8.31 $3.97
(Subsidy Needed to be Filled by Linkage Fee / Commercial SF Subject to Linkage Fee)
Subsidy Needed to be Filled by Linkage Fee per Square Foot

(based on 5 new buildings at 180,000 square feet) $6.98 $3.33

Source: ConsultEcon, Inc.
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IV. New Development, Resident Employment and Jobs Linkage Fee

As Somerville attracts new development, these projects will create new jobs with the potential to
benefit Somerville residents, and especially improve employment and earnings for low-income
residents. A jobs linkage fee would be warranted if specialized employment and training
services are needed to allow Somerville residents to gain access to these new employment
opportunities so that they share in the benefits of new development. Such services may be
needed either if there is a lack of Somerville workers with the specific occupational skills
demanded by employers in new development or if workers have more general gaps in education,
skills or experience that pose barriers to their employment. Occupational and job specific
training services are warranted to address the first situation while basic education and job
readiness programs address the later need. It is also possible that both services may be needed to
connect Somerville residents, particularly low-income workers, to gain access to jobs created by
new development.

A three part methodology was used to analyze the need for employment and job training services
to link Somerville residents to the jobs created by the expected new development. First, the
occupational composition of projected industries for Somerville’s new development was used to
estimate the number of new jobs that are likely to be created for different type of occupationslz.
This data was then compared to the occupational composition of Somerville’s workforce to see if
any occupations exist for which the supply of among existing residents may be insufficient to
meet this new demand. To provide a larger regional context for this analysis, the study also
looks at projected occupational supply gaps and vacancies for the larger Boston Metro North
region. The second part of the analysis considers potential employment barriers faced by
Somerville residents that may impact their access to employment across occupations, drawing on
American Community Survey (ACS) data and interviews with workforce and social service
agencies. Finally, the analysis draws on the broader understanding of labor market trends,
occupational supply needs, and the demand for education and training services gained from
interviews with workforce development practitioners.

Labor Supply Gaps

Table 19 compares the expected number jobs in major occupational categories to ACS data on
the number of Somerville workers in these occupations. For most occupations, the number of
new jobs is a relatively small share of the current workforce. Consequently, there is likely to be
a good supply of Somerville residents within these occupations to address employer needs,
although mismatches may skill exist based on unique employer needs. However, in four
occupational groups, Computer and Math, Health Care Support, Food Preparation and Serving
and Sales, the projected new jobs account for a large share of the current workforce, ranging
from 14.5% for Sales to almost 21% for Food Preparation and Serving. The large demand for
workers in these skill areas relative to the city’s labor supply is likely to lead to many of these
positions going to non-Somerville residents. Moreover, three of these occupational groups are

"2 Some new development will involve relocation of existing employees and operations that does not create
immediate new jobs. Since these positions will open up with employee turnover, the analysis is intended to address
resident access to jobs from both new positions and vacancies in existing jobs that occur over time.
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good sources of entry level jobs for low-income and less educated workers. Health Care
Practitioners and Technicians is a fifth occupation in which the local labor may be stretched with
new jobs projected at 10.5% of the city workforce. Additional analysis was conducted on
several mid-level jobs that are related to the projected industries and are more accessible to low-
income and non-college educated workers that include computer support and related
occupations, life and other science technicians, health care technicians and non-licensed nurses.
Potential supply gaps from the Somerville labor force were found for two of these occupations,
computer support and non-registered nurses, for which the current Somerville work force
represents 41% and 89% of the expected new jobs.

Table 19. Comparison of Expected Occupational Demand and Somerville Workforce by

Major Occupational Groups
Occupational Group Number | Number of New Jobs as
of Somerville Share of
Expected Workers Somerville Labor
Jobs Force

Management 229 4,648 4.9%
Business & Finance Operations 225 2,652 8.5%
Computer and Math 555 2,822 19.7%
Architecture & Engineering 109 1320 8.3%
Life, Physical and Social Sciences 148 2,461 6.0%
Community and Social Service 19 676 2.8%
Legal 8 1051 0.8%
Education, Training & Library 6 4,973 0.1%
Art. Design, Entertainment, Sports & Media 47 2,071 2.3%
Health Care Practitioners & Technical 218 2,080 10.5%
Health Care Support 132 682 19.4%
Protective Services 9 616 1.5%
Food Preparation, Serving & Related 533 2,574 20.7%
Building/Grounds Cleaning & Maintenance 42 2,415 1.7%
Personal Care and Service 85 1,677 5.1%
Sales and Related 462 3,183 14.5%
Office and Administrative Support 471 5,614 8.4%
Farming, Fishing and Forestry 1 183 0.5%
Construction and Extraction 5 1,768 0.3%
Installation, Maintenance & Repair 24 522 4.6%
Production 33 1200 2.8%
Transportation and Material Moving 28 1030 2.7%
Total 3,402 46,218 7.4%

Source: Karl F. Seidman Consulting and American Community Survey 2009-2011 3 year estimates

A recent report by CommCorp and the Federal Reserve Bank of Boston analyzed labor market
trends in the Boston Metro North region that encompasses Somerville. The report found that the
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region has the second highest level of college-educated workers among the state’s labor market
areas but had experienced a decline in workers with an Associate’s Degree over the past decade.

Figure 2. Education Attainment by Occupation, Boston Metro North Region, 2008 to 2010

Office & Administrative Support
Management
Sales

Education, Training, & Library Services
Healthcare Practitioners & Technical Services
Business & Financial Operations

Food Preparation & Serving

Production

Construction & Extraction
Transportation & Material Moving
Computer & Mathematical

Building, Grounds Cleaning, & Maintenance
Personal Care & Service

Installation, Maintenance, & Repair
Healthcare Support
Architecture & Engineering

Arts, Design, Entertainment, Sports, & Media
Life, Physical, & Social Sciences

All Other

(=}

10 20 30 40 50 60 70 80 90 100
Percent

I High School Degree or Less
- Some College or Associate's Degrees
| - Bachelor's Degree or Higher

Source: Labor Market Trends in the Boston Metro North Region, October 2012

It also found a high concentration of less educated workers among the region’s unemployed with
49% having a high diploma or less and 24% with some college education but no degree—a
category that grew considerably between 2000 and the 2008 to 2010 period. A key finding of the
report was the strong demand for highly educated workers: 10 of the 17 major industries had
workforces in which 40% or more had a college degree or higher, compared to 8 industries
statewide. Moreover, a majority of workers in almost all industries had at least some college
education; only two industries, Accommodations and Food Service and Construction had a
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majority of workers with a high school degree or less. Among occupational groups, the demand
for college-educated workers increased since 2000 with 9 of the 19 major occupational
categories now having a majority of workers with a college degree, including 8 at 75% or higher
(see Figure 2). Moreover, the share or workers with a college degree is higher in the region than
Massachusetts for all but one of the 19 occupational groups. These trends indicate that
Somerville workers without a college degree or specialized occupation training are likely to face
difficulty accessing jobs with employers at new development projects. These employers are
increasingly seeking more highly educated and skilled workers and have access to the Boston’s
region’s well educated labor force.

Another indicator of potential labor supply shortages is the level of job vacancies. Data on
occupations with high job vacancies and vacancy rates during 2008 to 2010 for the Boston Metro
Region reinforce the results of the above analysis for Somerville: the occupations that were the
hardest to fill (i.e., with the highest vacancy rates) were: Sales (5.5%) Computer and
Mathematical (4.6%), Business and Financial Operations (3.6%) and Health Care Support
(3.6%). Other than Business and Financial Operations, these occupations are the same ones for
which expected demand for new workers is likely to tax Somerville’s labor force. Consequently,
employers may have a need and incentive to support employment and training services that help
prepare Somerville workers for jobs in these occupations.

Employment Barriers for Somerville Residents

Beyond the city-level occupational labor imbalances discussed above, Somerville workers may
not have access to jobs at new development projects due to more general barriers to employment,
such as lack of English language skills, poor reading and math skills, low educational
attainment, limited work experience or prior criminal record. Although Somerville has a well-
educated and experienced workforce, there is a sizable portion of the city’s labor force that face
language and educational barriers to employment and existing workforce development services
are often insufficient to address these barriers. Based on ACS 5-year estimates, 10.3% of
Somerville workers do not speak English very well and 25% lack post-secondary education with
only a high school level education or less (see Table 20).

Table 20. Education Attainment for Somerville Workers and Residents, Age 25 and older

Education Level Percent of Labor Percent of Population
Force

Less than high school graduate 7.3% 11.2%

High School Graduate 17.7% 21.7%

Some college or associates degree 15.0% 14.7%

Bachelor's degree or higher 60.2% 52.3%

Source: American Community Survey, 2006 to 2010 Estimates

Moreover, as shown in Table 21, these employment barriers are far more concentrated among the
largely unemployed Somerville workers'> who were seeking services through One-Stop Career

929 of the Metro North Regional Employment Board customers were unemployed at the time of intake.
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Centers during the last 2.5 years. Over 20% of these customers did not speak English as their
primary language, 15% lacked a high school diploma and another 25% had only a high school

diploma or GED.

Table 21. Education Level and Non-English Speakers among Somerville Customers in
Metro North Regional Employment Board System, July 2010 to December 2012

Education Level Number of Customers Percent of Somerville
Total
Less Than HS/GED 483 15.3%
HS Diploma/GED 793 25.1%
Post-Secondary or Vocational 36 1.1%
Some College/Associates 517 16.4%
Bachelor Degree 770 24.4%
Post-Graduate Degree 487 15.4%
Other Degree 0 0.0%
Unknown 75 2.4%
Total 3,161 100.0%
Non-English Speakers 643 20.3%

Source: Metro North Regional Employment Board

Somerville Center for Adult Learning Experiences (SCALE), which provides adult basic
education and English language programs, serves a population with low education and workforce
skills. It currently has 379 people enrolled in its programs, with almost half (179) that are
Somerville residents. The workers served by SCALE’s are often limited to “behind the scenes”
and seasonal low-wage jobs such as janitorial, landscaping and material moving occupations.
Consequently, these workers would be ill prepared to obtain the vast majority of new jobs that
would locate in Somerville as part of the expected new development, without additional
education, job readiness and skills training. SCALE also reports that it is unable to address the
current demand for English language training and has a large waiting list of close to 900 people

for these classes.
Workforce Practitioner Interviews

Several observations about current workforce development services for low-income workers,
including gaps and limitations in the current system for Somerville residents emerged from
interviews with workforce development practitioners in Somerville and the Metro North Boston
regions. The key findings from these interviews are:

e Training under the Workforce Investment Act (WIA) system is based on individual
vouchers and choice which prevents using these funds to target training programs to
specific employers or development projects.

¢ Due to limited and declining funds, the demand for WIA vouchers, called Individual
Training Accounts or ITAs, is much greater than the available supply.
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e Strict performance standards for job placement and retention rates make it more difficult
to use WIA funds to serve residents and workers with some of the greatest barriers to
employment.

e Somerville organizations, including SCALE and SCC, are working with the One-Stop
Career Centers and community colleges to connect residents to these services but
practitioners report gaps in the availability of ESL programs and job readiness and
placement programs to prepare and connect recent graduates of GED graduates and ESL
programs to better work opportunities.

e Effective training programs incorporate job readiness and post job-placement case
management support along with their skills training component. These services improve
initial employment and longer term job retention outcomes.

e The outlook for specific occupations, even those in high demand, can fluctuate with
economic cycles and industry specific factors. Examples noted by interviewees included
allied health programs, for which placements dropped this past year, and biotech lab
technicians, which has experienced both a growth in training programs and varied
demand from employers, partly influenced by their drug development cycle.

e Opportunities to improve outcomes for low-income and low-skill workers are not only
tied to specific occupation or skill needs, they also depend on individual employers’
commitment to hire and advance careers for these workers.

Although practitioners did not have definitive views on specific occupations facing labor supply
gaps, they identified several occupations and jobs types for which strong and consistent
employer demand exists:

e Health care occupations, including Certified Nursing Assistants (CNA), nursing aids,
home health aides, and physical therapy assistants

e Health care office and administrative positions, including medical coding and billing,

medical receptionists/intake

Office and computer skills, with competency in using Microsoft Office essential

Accounting and finance support, including AP, AR, and junior accounting positions

IT positions, including help desk and computer technicians

Retail and customer service positions

Somerville’s vocational high school programs has found strong demand for several of their
programs, including auto technology, culinary arts and health services, including CNA'*. They
are adding a new dental assistant program and considering new programs in health careers and
HVAC.

Warranted Jobs Linkage Fee and Recommendations

As the above analysis noted, new non-residential development in Somerville is likely to create
demand for workers in several occupational areas that cannot be adequately filled by the city’s

' Since graduates of several programs, e.g., computer principles and repair, design and communications typically go
to college rather than directly into employment, there is less experience with employer demand.
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existing labor force. Moreover, barriers exist that will prevent many of the city’s less educated
and immigrant workforce from benefiting from these jobs. Finally, current workforce
development services do not adequately address these barriers and the primary federal workforce
program, WIA, delivers funding to individuals, which prevents targeting programs to specific
development projects and employers. For all these reasons, a Somerville jobs linkage fee is an
appropriate policy response to fund services that expand resident access to employment at new
development projects and mitigate the potential for these projects to disproportionately benefit
workers from outside Somerville.

A jobs linkage fee is warranted to fund job training and workforce development services to
address the potential occupational and skills gaps among Somerville residents to meet labor
demand at the projected new development, particularly in occupations that can benefit low-
income and lower skilled workers. To estimate and quantify this need, the analysis focused on
those occupations in which the expected demand for labor is high relative to the existing
Somerville workforce. The threshold used to quantify a need for employment and training
services for these occupations is the 16.5% share of Somerville workers who hold jobs within the
city. Occupations in which demand is expected to exceed this 16.5% local employment rate are
ones for which additional training most likely will be needed to prepare city residents for these
jobs. Moreover, the number of expected jobs beyond the 16.5% citywide local employment rate
is a reasonable standard for setting the number of job training slots to fund through a linkage fee.
There are three occupational groups (Computer and Math, Health Care Support and Food
Preparation and Service) for which the projected number of job exceeds the 16.5% threshold and
with 216 combined jobs above this threshold, as shown in Table 22.

Table 22. Projected Labor Supply Gap above Somerville Local Employment Threshold

Occupations Expected New Jobs Positions at 16.5% Number of Jobs
Category at Project of Somerville above 16.5%
Development Workforce
Computer and Math 555 466 89
Health Care Support 132 113 19
Food Preparation,
Serving & Related 533 425 108
Total 1,220 1,004 216
Adjustment for
Computer and Math -30
Adjustment for non-
registered Nurses +14
Adjusted Total 200

Two adjustments were made to these figures based on the analysis of mid-level occupations that
are accessible to non-college educated workers and for which training opportunities are feasible
to address. First, since most computer and math jobs require college or higher education, it is
more appropriate to base the supply gap on the computer support and related occupations rather
than all positions within this category. Ninety-eight jobs are projected for these mid-level
occupations, of which 59 exceeds 16.5% of Somerville’s workforce in these occupations.
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Consequently, the supply gap for Computer and Math occupations is reduced by 30 (from 89 to
59). A second adjustment was made for non-registered nurses, which are certificate-based
nursing positions that do not require a four year college degree. Although these nurses are within
the Health Care Practitioners & Technical occupational group for which overall demand is not
expected to exceed 16.5% of the Somerville workforce, labor demand for these positions is
expected to exceed the Somerville labor force threshold by 14.

With these two adjustments, the labor supply gap to be addressed by the jobs linkage fee is 200
positions. Using a standard of $5,000 to $5,500 per person15 for a job training slot that includes
some job readiness and post-placement support, the revenue required from a jobs linkage fee
would be need to be $1,000,000 to $1,100,000. When apportioned to development above
30,000 square feet for the 901,000 of project development, this represents a per square foot
fee amount of $1.59 to $1.74, assuming nine new development building of 100,000 square
feet. If the new development occurs in fewer but large projects, for example five buildings
that average 180,000 square then the warranted fee amount would be $1.33 to $1.46.

" From interview with Boston Office of Community Jobs which administers Boston’s Neighborhood Jobs Trust.
This is slightly less than the $6,100 cap on ITA vouchers.
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V. Review of Commercial Linkage Policies and Nexus Studies

Linkage fees charged to commercial development for the purposes of funding affordable housing
is a policy utilized in communities throughout the United States. They are often found in
communities with high housing costs where there is a demonstrated need for affordable housing.
Numerous communities in California have enacted such policies, and they are found in other
states such as Washington, Colorado, Florida and New Jersey. In Massachusetts, Cambridge and
Boston have linkage fee policies. This section reviews selected linkage policies and programs
and nexus studies to identify the best practices associated with linkage fee programs. The key
focus of this review is upon selected issues identified by and relevant to the City of Somerville as
it considers an update of its linkage ordinance.

Justification for Linkage Fees

Linkage fees have been an established policy for local governments for almost three decades,
with the City of Boston’s policy first enacted in 1983. Since the time of the last Somerville
nexus study, there has been no significant change in the legal basis and justification for linkage
fees. The Nollan and Dolan Supreme Court cases continue to be the primary basis for justifying
the linkage fees, as well as an impetus for communities to conduct nexus studies that establish
the relationship between new jobs and housing. The U.S. Supreme Court decision in the Nollan
case [Nollan v. California Coastal Commission, 483 US 825 (1987)] declared that there must be
an essential nexus between the exaction or mitigation imposed on the party and a legitimate state
interest. The U.S. Supreme Court decision in the Dolan case enshrined into law the
proportionality test that mitigations required by municipalities must be roughly proportional to
the impact that the proposed developments will create [Dolan v. City of Tigard, 512 US 687
(1994)]. Further, the Supreme Court clearly placed the burden of proof on the municipalities to
prove, within reason, that the mitigation is in fact necessary.

It should be noted that California cities operate under a different set of constraints than those in
Massachusetts. Mitigation measures such as development linkage fees are used for purposes
beyond housing and job training. Communities impose linkage fees for parks, child care, transit,
housing and schools. The widespread use of linkage fees and other exactions in California was
spurred by the decline in local revenues following the adoption of the property tax limitation
measure known as Proposition 13 (1978). Public concern over the use of linkage fees by
municipalities led the State of California to adopt state law AB 1600 in 1987. AB 1600 requires
cities to demonstrate a rational nexus between the exaction or mitigation imposed and the public
interest that is threatened or affected. The law imposes an additional test of ensuring that the fee
or mitigation imposed is proportional to the harm caused by the development.

Linkage Fee Program / Policy Administration

All of the housing linkage fee programs operate in essentially the same manner. Commercial
developments over a defined size (number of square feet) are subject to a fee assessed per square
foot of new commercial space over the threshold size of development. Linkage fee programs
differ in a variety of ways. Some cities restrict the application of the linkage fee to the
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development of office space, whereas other cities will apply linkage fees to all large
nonresidential commercial space developed in their cities. Cities typically allow developers to
either directly build the required housing or to pay an exaction into an affordable housing trust
fund over a set period of years. Cambridge offers this option to build affordable units, however,
it was reported that no developers had exercised this option over the past decade. Payment of the
linkage fees in Cambridge must occur before the issuance of the certificate of occupancy. In
Boston housing fees are paid over a 7 to 12 year period and the jobs linkage fee is paid 50
percent at building permit and 50 percent at certificate of occupancy.

Many communities adjust the fee on a regular basis, most often based on the Consumer Price
Index (CPI) or a construction cost index, such as the Engineering News Record Construction
Cost Index. Fees are most often adjusted annually, though in practice they may not necessarily
be adjusted depending on local market conditions and operational considerations. It should be
noted that adjustments based on these indices do not take into account changes in land values,
which impact the costs of developing affordable housing. Major revisions to the fee structure are
undertaken less frequently, requiring approval of the local legislative body and a new nexus
study. Many communities have maintained the original fee structures from when the fees were
first enacted, only adjusting based on an index, largely due to the cost and complexity of ere-
evaluating and passing new linkage legislation.

Following are in-depth reviews of linkage programs in Cambridge, Boston and other
communities nearby to Somerville.

City of Cambridge

The City of Cambridge’s commercial linkage fees (referred to as a Housing Contribution) in its
Incentive Zoning Ordinance were first adopted in 1988. (Developers can also opt to create
affordable housing units, under the “Housing Creation” Option, but this has reportedly not
occurred in the past decade.) The Incentive Zoning Ordinance applies to commercial
development of more than 30,000 square feet of gross floor area that seek a Special Permit, such
as an increase in the density or intensity of use, waiver of parking requirements, or changes in
dimensional requirements. The current housing contribution is $4.44 per square foot over 2,500
square feet of the project authorized by the special permit granted. The fee does not vary by type
of use or by size of development. The ordinance allows for annual adjustments, which have been
done regularly (though not every year) according to the housing component of CPI. This last
adjustment was done in May 2012. City Council approval is required to adjust the base fee
calculation. The City conducted a nexus study approximately 10 years ago, but no action was
taken to adjust the base fee.

The Housing Contribution is collected, generally as a lump sum payment, prior to the Certificate
of Occupancy. There are no reported problems with the administration or collection of the fee.
The single fee level is easily understood by developers through there is some confusion about its
applicability under the Incentive Zoning Ordinance. While the city has not systematically
reviewed the impact of the fee on commercial development in Cambridge, there has not been any
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reported push back by developers that indicate that the fee has been a burden or a factor in
decision making.

The City is seeing a growing number of commercial projects that do not trigger the Incentive
Zoning Ordinance. Over time, new categories of Special Permits have been created that aren’t
reflected in the Incentive Zoning Ordinance. Also, certain projects that seek zoning adjustments
have negotiated exemption from linkage fees for provision of other community benefits. Though
no action has been taken, staff and City Council have been evaluating the range of mitigation
payments because of the changing type of development (i.e. more life science space and less
general office space) that has occurred, which has increased housing costs at all levels, not just
those at low and very low income levels. Housing rents have reportedly been trending higher
due largely to the extensive new commercial development in the city.

In addition to the Housing Contribution, Cambridge adopted a 3% property tax surcharge under
the Community Preservation Act in 2001. Each year the City Manager makes recommendations
to the city council on how to allocate CPA revenues with, as required by law, a minimum 10%
allocation each to affordable housing, historic preservation and open space. Since FY2002,
Cambridge has allocated the maximum share, 80%, to affordable housing through its Affordable
Housing Trust (AHT). From FY2002 to FY2011, Cambridge allocated a total of $43,280,000 in
local CPA funds to the AHT and received an additional $30,880,000 in state matching funds'®.
These funds helped to finance 34 projects that have provided 1,057 rental units and 147
homeownership units.

City of Boston

Under Article 80 of the Boston Zoning Code, any development project over 100,000 square feet
of gross floor area that involves a Development Impact Use is required to pay a Housing
Exaction and Jobs Contribution Exaction, referred to as linkage fees. The current Housing
Exaction is $7.87 per square foot and the Jobs Exaction is $1.57 per square foot. Development
Impact Uses are linked to specific uses under the city’s zoning ordinance but generally include
office, retail, services, hotel, motel, institutional and educational uses. Linkage fees are paid
into a Neighborhood Housing Trust and Neighborhood Jobs Trust, respectively, and then
allocated by Trustees to help fund creation of affordable housing and job training programs
throughout the City of Boston. Housing fees are paid in seven equal annual installments for
downtown projects and 12 years for neighborhood projects, with the first payment due the sooner
of the issuance of a Certificate of Occupancy date or 24 months after the issuance of the project
building permit. A lump sum amount can also be paid that discounts the 7 or 12 year payment
schedule based on an average of the city and the developer’s cost of capital. Jobs linkage fees
are paid in two equal installments with the first due upon issuance of the building permit and the
second payment due one year later.

' City of Cambridge, Community Preservation Act Committee FY12 Allocations and Recommendations To the City
Council
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Linkage fees may be increased at three-year intervals based on changes in the consumer price
index (CPI). No inflation adjustments were made until January 2002, when special legislation
provided for an increase to reflect inflation between 1987 and October 1999. The most recent
inflation adjustment occurred in 2006 to cover the change from 2003 to 2006, which established
the current levels. There is no variation in Boston’s housing or jobs linkage fees for either
project size or project use. BRA staff believes the current size threshold and simplicity of a
single fee has worked well. Boston has been a desirable city for development in the 25 years
after the housing and job exactions were established, with considerable new development and
rising commercial rents occurring during this period. BRA staff interviewed as part of the study
reported that linkage fees have not served as a disincentive to development in Boston.

Other Communities with Commercial and Industrial Linkage Programs

Nearby communities, including Malden, Medford and Everett, have not enacted commercial
linkage fees for affordable housing development. However, they have implemented (or are
considering implementing as is the case of Everett) impact fees to support infrastructure
development. The City of Malden requires mitigation for impacts to public facilities and
infrastructure from commercial and industrial development over 4,999 gross square feet. Fees
are $2,000 per 5,000 gross square feet over 4,999 gross square feet. Since the 1990’s the City of
Medford has had office, commercial and industrial impact fees for water, sewer, roads, public
safety and parks. Total development impact fees are: for office, $959.70 per 1,000 gross square
feet within Southeastern Medford and $819.7 per 1,000 gross square feet elsewhere; for
commercial, $1,704.77 per 1,000 gross square feet within Southeastern Medford and $904.63 per
1,000 gross square feet elsewhere; and for industrial, $764.28 per 1,000 gross square feet within
Southeastern Medford and $702.11 per 1,000 gross square feet elsewhere. The City of Everett is
currently considering an ordinance to enact impact fees for parks, streets and public recreational
facilities, and has not established fee levels.

Variation in Commercial Linkage Fees by Type of Development

A majority of communities in California vary commercial linkage fees for different types of
commercial development, while Boston and Cambridge have one fee for all commercial
development. A recent comprehensive survey of 27 California communities'’ found that 33
percent had one fee level, typically for general office and industrial uses. Approximately 19
percent had 2 or 3 fees for different types of development, 26 percent had 4 or 5 fees, and 22
percent had 6 to 10 different fees. The types of development are often determined by a
community’s land use or zoning categories or identified by policy leaders.

There is no discernible consistency among communities about which development type warrants
higher fees. In some communities office use has the highest fee, while in others hotel or retail
uses have higher fees. This is because fee levels are determined by both the local economic
conditions and local policy goals related to commercial development. The key economic

' Jobs Housing Nexus Study, Prepared for the City of San Diego, Prepared by Keyser Marston Associates, Inc.,
October 2010.
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determinants of fees by development types are the density of employment (i.e. the number of
jobs per square foot of development) and the occupational distribution and wage levels for
different uses. California nexus studies reviewed most often identify the maximum level of fee
warranted for different types of development. Ultimately, policy makers have leeway up to the
fee maximum to set fees based on policy goals, local market conditions, and other in place
policies that impact different types of development.

Size Thresholds and Exemptions for the Application the Linkage Fee

Communities vary in the size threshold that triggers the application of linkage fees and size of
developments that are exempt from the fees. In Boston the linkage fees apply to developments
over 100,000 square feet and in Cambridge over 30,000 square feet. In Cambridge, the fee
applies to the portion of development over 2,500 square feet. Unlike in Massachusetts
communities, the aforementioned survey of California linkage fee programs indicated that a
majority of the communities had no minimum size threshold for application of commercial
linkage fees. Three communities had size thresholds that ranged from 7,500 square feet in
Berkeley to 25,000 square feet in San Francisco. Five communities also exempt a portion of the
development, ranging from 500 square feet to 25,000 square feet. Mountain View, CA discounts
the linkage fees by 50 percent if the development falls below a certain size of development for
different types of development.

Very few communities vary the linkage fee by size of development and neither Boston nor
Cambridge does this. In California, the City of Napa has reduced fees for larger warehouse
developments and the City of Folsom, which has one fee for all commercial development types,
reduces fees for larger developments. These communities, however, are the exception and not
the norm.

Summary

The jobs housing nexus methodology and program administration are very similar across linkage
programs. However, there are important differences that offer insights for Somerville when
considering updating its linkage ordinance. Unlike Massachusetts communities, which have one
fee level for different types of development, a majority of California communities vary fees for
different types of commercial development. The variations are most often driven by local
economic conditions and policy goals. In addition, the size threshold that triggers the linkage
fees tends to be lower in California communities than in Massachusetts. Some communities
offer fee exemptions, or reduced fees, for smaller developments. Another important mechanism
is that linkage fees are often adjusted based on CPI or another standard construction cost index.
Because of the cost and complexity of updating linkage legislation, adjusting fees based on an
index makes for more straightforward administration and allows for a better reflection of the
changes to the jobs housing nexus over time.
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VI. Linkage Fee Policy Options

This section considers several options for changing Somerville’s current linkage formula and
assesses the impact of linkage fees on Somerville’s competitiveness for attracting businesses and
development. Four key policy changes to the current linkage are discussed:

Varying the linkage fee by land use or development type

Varying the linkage fee by development size

Updating applicable uses under the current policy

Phasing in the linkage fee for the first 30,000 square feet of development

Ll

Linkage Fees and Land Use Type

As noted in the prior section, several California communities vary their housing linkage fee for
different types of development. The basis for this variation is differences in housing market
impacts and the need for new affordable housing across development uses and businesses. Three
factors combine to shape this development impact: the density of employment at a project (i.e.,
the amount of square feet per employee), wage levels at tenant firms and the share of workers
expected to seek housing in Somerville. Table 23 summarizes the individual factors and their
combined impact for office, industrial and a third group that includes retail, restaurant, hotel and
cinema projects. The percentage of workers likely to move to Somerville is based on the
employee survey, although the survey did not encompass all uses. For example, there were no
cinemas or hotel respondents so the figure in this category is based on retail and restaurant
workers. The far right column represents the combined impact—it estimates the demand for new
affordable housing for every 10,000 square feet, assuming all workers are in single wage earner
households'®. Office use has the largest impact on the need for affordable housing with a higher
density of employees and employees who are fairly likely to seek housing in Somerville—factors
that offset the smaller share of lower wage workers. Despite the highest proportion of workers
with earnings below the low-income threshold, retail, restaurant, hotel and cinema uses have the
least impact on affordable housing demand with low job density and less than 7% of workers
expected to seek housing in Somerville.

Based on this analysis, higher housing linkage fees could be justified for office and industrial
uses at a level of 1.8 to 1.9 times the fee for retail, restaurant, hotel and cinema uses. Although a
policy case for this change exists, and several developers viewed this type of variation as fair,
there are potential disadvantages to this policy. First, this policy would be more complicated to
explain and administer, especially for mixed use projects that combine offices with
retail/restaurant uses. The policy and its administration also might require fee adjustments if a
project’s actual tenant mix is different than what was expected at certificate of occupancy. For
example, a developer may expect ground floor retail tenants but end up with an insurance,
agency, bank or medical offices. Second, this policy will set Somerville apart from its

'8 No data was available on the number of wage earners and household size by a worker’s industry of employment.
It is reasonable to assume that these household characteristics will not be closely linked to a worker’ industry sector
and land use type.
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neighboring cities of Cambridge and Boston that have a uniform fee across land use type, which
may create some confusion among developers or misperceptions that Somerville is seeking to
discourage certain types of development by charging higher linkage fees. Finally, a differential
impact fee will result in higher linkage fees for large office developments—a type of use that
Somerville has historically not attracted and is trying to generate under the SomerVision
comprehensive plan and Assembly Square Master Plan in particular.

Since the jobs linkage fee, if enacted, will be a new policy and it is partly directed at addressing
employment barriers for low-income worker across business types, it is not appropriate to vary

this part of the linkage fee by land use category.

Table 23. Impact on Affordable Housing Need by Development Type

Type of Use Square Jobs Percentage of Percentage Impact on
Feet (sf) per Jobs with Median | of Workers Need for
per 10,000 Earnings below Likely to Affordable
Employee sf Low Income Move to Housing
Threshold Somerville Units
Office 225 44 4 37.3% 17.5% 29
Industrial 750 13.3 86.0% 24.2% 2.8
Retail, Restaurant, 406 24.6 89.5% 6.8% 1.5
Hotel, Cinema

Source: Karl F. Seidman Consulting Services and ConsultEcon, Inc.
Linkage Fee and Development Size

A recent policy brief proposed extending the current linkage fee to applicable projects below
30,000 square feet via a phased fee: buildings below 20,000 square feet would pay one-third of
the full linkage fee rate; and buildings between 20,000 and 30,000 square feet would pay 66% of
the full rate. The argument for extending the linkage fee to smaller buildings is that new
development of all sizes generate new employment opportunities and create new demand for
affordable housing . Consequently, it is unfair to exclude these building from linkage payments.
The sliding scale is intended to account for less intensive impacts from small projects that will
have fewer and smaller tenants, and are less likely to include large employers with a high density
of new workers.

Somerville assessor records on building use was used as a proxy to assess whether employment
and affordable housing impacts are likely to vary by building size and are greater for large
projects. As summarized in Table 24, the pattern between building size and uses that have a
greater affordable housing impact is mixed. Small buildings less than 20,000 square feet are
primarily retail—the use for which the affordable housing impacts are lowest. However, the
mid-size building are almost equally divided between retail, office and industrial use while
buildings over 30,000 square feet are 44% retail, 44% office and industrial and 12% mixed retail
and office.
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Table 24. Distribution of Uses by Building Size in Somerville

Building Size Retail Office Use Industrial Mixed Use Total
Use Use Retail and Office
Under 20,000 15 1 3 2 21
20,000 to 30,000 6 7 6 0 19
Above 30,000* 15 9 6 4 34

Source: Consultant Analysis of Somerville Assessor Records; *Does not include one parking garage

Based on the existing uses in Somerville buildings, there is a good rationale for excluding below
20,000 square feet from linkage fees, or applying a lower fee to these small properties. On the
other hand, buildings between 20,000 and 30,000 square feet may have a larger impact than
larger building since they are primarily house office and industrial firms. While, future
development may not represent this existing pattern, as industrial uses are less likely to be
represented in new developments, office uses, and their associated impacts on affordable housing
demand, will probably constitute a large share of future mid-size developments.

Beyond the employment and affordable housing impacts, there are two other reasons why a
building size threshold policy for linkage fees can be justified. First, the economics of
developing small properties is less favorable than larger projects since small projects must
amortize land and other fixed development costs (e.g. legal fees and project management) over a
smaller amount of leasable space. Consequently, linkage fees are more likely to impact the
financial feasibility of such projects. Second, small developments, with small leasable spaces,
tend to attract more small, independent and start-up businesses. These tenants are less able to
afford any increases in rents that may result from linkage fees than the larger and more
established businesses that tend to occupy larger projects.

Finally, extending the linkage fee to all properties below 30,000 square feet will not generate a
large amount of new linkage fee revenue or significantly change the incidence of linkage fee
payments. Most of Somerville’s permitted and proposed new non-residential development is for
larger buildings; only two projects included in the planning department’s list of “Potential Future
Projects” are less than thirty thousand square feet. As noted above, high land costs in Somerville
and substantial fixed costs make it difficult to undertake and finance small projects, which
suggest that the number of new small development projects will be limited, other than for
renovations of existing buildings. As shown in Table 25, 77% of existing non-residential
building space in Somerville is in properties over 30,000 square feet. If the proposed phased
linkage fee schedule was applied to Somerville’s existing building stock, 89% of the payments
would be made by large buildings.

An alternative to extending linkage payments to all non-residential development is reducing the
threshold project size to 20,000 square feet. This change would extend linkage payments to
almost all new development but not affect the smallest projects for which linkage fees would
have the greatest impact on development costs and rents. Most importantly, these mid-size
projects have attracted uses that generate a relatively high demand for affordable housing.
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Table 25. Distribution of Somerville Buildings Square Footage
and Hypothetical Phased Linkage Payments by Building Size

Building Size Percent of | Percent of Percentage of Phased
Buildings Square Feet | Linkage Fee

Under 20,000 28% 10% 5%

20,000 to 30,000 25% 13% 6%

Above 30,000* 47% 7% 89%

Source: Consultant Analysis of Somerville Assessor Records; *Does not include one parking garage
Applicable and Exempt Uses

Under Somerville’s existing zoning ordinance, linkage fees are applied to ten specifically
referenced land use categories. While these ten categories encompass many development types
with affordable housing and job training impacts, they exclude several other land use definitions
that are likely to generate these impacts. Uses that are currently exempt under Somerville’s
linkage ordinance include:

¢ [Institutional Uses that include religious, educational, childcare, library, museum or
gallery, hospital, and nursing home (7.11.15)

e Recreational uses that include commercial health, exercise, racquet, weight reduction,
bowling or similar facilities (7.11.6.3) and theaters and cinemas (7.11.6.4)

e Several commercial and industrial uses, including laundry and dry cleaning,
wholesale bakeries, industrial services and bottle redemption/recycling centers
(7.11.12.1,7.11.12.2 and 7.11.12.3)

e All industrial uses (7.11.14) and

® Accessory manufacturing to a retail or other business (7.11.16.3)

Since new construction or substantial rehabilitation of properties for these uses will generate
similar impacts from new employment as the uses currently subject to linkage fees, a consistent
and fair application of a housing and jobs linkage policy should encompass most of these uses.
One exception could be made for uses have important civic value, e.g., religious, educational,
childcare, library, museum and art galleries or studios. Moreover, with the adoption of
additional land use tables in Somerville’s zoning ordinance, the language in the current linkage
ordinance does not reference the new use table. To address both issues, Somerville should
consider changing the structure of linkage fee provisions to apply to all non-residential uses with
a listing of the specific uses that are exempt. This change would also make the linkage fee easier
to understand since developers and property owners would no longer have to cross-reference a
complex table of zoning uses to determine if the linkage fee applied to their project.

Phasing in Linkage Fees for Large Properties

An alternative to extending the linkage fee to smaller properties is applying the fee to the full
amount of non-residential space in projects over 30,000 square feet with a phase-in of the fee for
the first 30,000 square feet of space. This policy would make the first 30,000 square feet in a
large development, which is now exempt from any fee subject to linkage fees on a phased basis,
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with a 33% fee level applicable to the first 20,000 square feet and a 66% rate paid on the next
10,000 square feet. This policy would not change the gross warranted amount that linkage fees
that need to be raised, but would change how the fee is allocated across projects. Most notably,
by applying the fee to a larger amount of square footage, it would lower the nominal fee rate. It
would also increase linkage payments for smaller projects relative to larger ones since the first
30,000 square feet will constitutes a larger portion of space and fees for smaller projects. Table
26 demonstrates the impact of this phase-in proposal on properties of different sizes, based on a
low combined housing and jobs linkage fee of $4.66 per square foot. This analysis shows that
the phase-in policy would have a large impact on smaller properties, more than doubling the fee
for a 40,000 square foot project and increasing it by 54% for a 50,000 square foot development.
A phase-in would also make the fee somewhat more complicated and create the potential for
confusion or miscalculation among developers.

Table 26. Comparison of Linkage Fees on Different Building Size Under Fee Phase-In

Building Size Linkage Fee with 33%/66% | Linkage Fee with 30,000 Difference
Phase-In under 30,000 square foot Exemption and
Square Feet no Phase-In
40,000 $99,479 $46,647 $52,832
50,000 $142,358 $93,294 $49,063
100,000 $356,752 $326,530 $30,222
150,000 $571,146 $559,766 $11,380
200,000 $785,540 $793,001 -$7,461

Impact on Somerville’s Competitiveness

An important consideration for Somerville in setting its linkage fee is the potential impact of the
fee on attracting new development and tenants. A linkage fee increases development costs,
which developers must offset through either paying less for land (or an existing building in the
case of renovation projects), reducing their return on investment, or collecting higher rents from
tenants. The last option, raising rents, impacts Somerville’s competiveness is attracting
businesses to new development projects. Interviews with developers and brokers indicated that
the major new developments in Somerville are primarily competing with Boston and Cambridge
(with East Cambridge and the Boston Seaport emphasized) in seeking new tenants, and to a
lesser extent with major suburban office centers. A developers’ capacity to pass on the linkage
fee to tenants and still remain competitive in attracting tenants is a function of rent differentials
between Somerville and other communities. Table 27 compares office rents for Somerville and
competing areas in Boston, Cambridge and the Boston North Market Area. Somerville has a
large rent differential with both Cambridge and Boston, varying from almost $17 compared with
Boston’s Seaport District to just under $23 for East Cambridge. While these rents include
existing buildings and new development, these large differentials are indicative of higher land
costs for Cambridge and Boston and provide substantial space for Somerville to maintain a rent
advantage and absorb a linkage fee. Developers and brokers indicated that Somerville needs a
rent differential of 10% to 20% with Boston and Cambridge to be competitive in attracting office
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tenants, or $5 to $9 as square foot. The warranted combined housing and jobs linkage fee
discussed in this report ranges from $4.66 to $10.05 per square foot. If a developer passed on
this fee in full to tenants, it would increase rents by $0.38 to $1.02 per square foot for a ten-year
lease'”. This would have a small impact on rent differentials—in the range of .9% to 2.5% of
Cambridge and Boston rents. As such, it should not threaten developers’ ability to maintain a
competitive rent advantage for Somerville. The marginal impact on Somerville’s current rent
differential will be even less given the existing $3.91 fee; rent increases from a linkage fee
increase would range from $0.06 to $0.63 per square foot.

Table 27. 2012 Office Rents in Somerville, Cambridge, Boston and Suburbs

Community Average Asking Rent Per
Square Foot
Somerville $24.23
Cambridge $42.87
East Cambridge $47.12
Boston $46.30
Boston-Seaport District $41.06
Boston North Market Area $19.64

Source: Jones Lang LaSalle Office Statistics, Boston Q3, 2012

While linkage fees are unlikely to affect leasing decisions when tenants are choosing between
Boston, Cambridge and Somerville, they are more likely to affect Somerville’s competitiveness
with suburban locations that currently have average rents below Somerville. Somerville’s
current $4.59 rent premium over the Boston North Market Area would increase by over $0.08
per square foot (or 2%) under a $4.66 per square foot fee and $0.63, or 14%, under the $10.05
fee. These are not large dollar impacts but for highly cost-conscious firms leasing a large
amount of space and comparing Somerville to other suburban locations, the rent differential
could deter some tenants from locating in Somerville.

Interviews with developers indicate that Somerville’s current linkage fee is not a deterrent to
development. However, they expressed concerns that Somerville needs to be conscious of its
overall development costs and ensure that it maintains a rent advantage compared to Boston and
Cambridge. While developers stated that any increase in the linkage fee adds to development
costs and can result in higher rents or make a project infeasible, they cited location, limited
amenities and the absence of nearby firms and development as greater barriers to attracting
tenants needed to finance and complete projects. Developers did not view current linkage fees as
a major consideration or barrier to attracting tenants. However, there was some concern about
that combined impact of development fees and costs added during the design review process on
overall development costs. Several developers cited the mayor’s predevelopment approach and

" These calculations are based on the current 30,000 square foot exemption, 85% net leasable space and building
sizes between 100,000 and 225,000 square feet. The low figure represents one-tenth of the total linkage fee under
the $6.74 rate paid by a 100,000 square foot building divided by 85,000 square feet of leasable space. The high
figure is based on one tenth of the total fee at the $12.68 rate for a 225,000 square foot building divided by 191,250
leasable space to yield the $1.29
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flexibility in considering incentives to attract new firms and mitigate the impact of fees as a
positive influence.
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VIl. Recommended Linkage Fees and Policies

The analysis detailed in this report supports an increase in Somerville’s current housing linkage
fee and the establishment of a new jobs linkage fee. Projected new development of 901,000
square feet over the next 10 years will generate demand for 89 additional affordable housing
units, all of which must be supplied through the construction of new subsidized rental housing.
The required subsidy to build these units is $18.95 million but the contribution from linkage fees
is between $2.5 million and $5.2 million, after factoring in the availability of other funding
sources. A linkage fee in the range of $4.66 and $10.05 per square foot is required to raise this
amount, depending on the size of new development projects and share of subsidy raised from
other sources. A jobs linkage fee is also warranted to address employment barriers and
occupational skill gaps in the city’s labor force and ensure that Somerville residents fully benefit
from job opportunities in the future development projects. A jobs linkage fee in the range of
$1.33 to $1.74 per square foot is warranted to fund the $1.0 million to $1.1 million in
employment and training services to advance these local employment benefits. Although a jobs
linkage fee is rare and Somerville would be joining Boston as the second city to adopt this fee, it
will allow Somerville to fund training that reduces employment barriers for less educated
workers and potentially fill skills gaps for some employers. This later use of jobs linkage funds
can provide an incentive to attract firms to Somerville, especially if the labor market tightens
with continued economic growth.

In light of Somerville’s need to provide a development environment and occupancy cost that is
competitive with other communities and the large increase from the current $3.91 per square foot
from the high end of the new warranted fee range, we recommend that Somerville adopt a mid-
range linkage fee: $5.15 per square foot for housing linkage and $1.40 for jobs linkage for a
combined fee of $6.55. The fee level is midway between current linkage fees in Cambridge and
Boston: itis $2.11 above Cambridge’s rate of $4.44 and $2.89 below Boston’s fee of $9.44. To
the extent this fee leads to any rent increases, the impact would be in the range of $0.22 to $0.27
per square foot, which is unlikely to make Somerville uncompetitive in attracting firms or impact
the ability to attract private equity investment to finance new development.

We also recommend that Somerville continue to apply a uniform linkage fee across land uses,
and allow for the payment of the housing linkage fee over five years with the first payment due
with the certificate of occupancy. Payment of the Jobs Linkage fee should occur earlier than the
housing linkage fees to provide funds to train Somerville residents in advance of tenant
occupancy and hiring. Consequently, it is recommended that the jobs linkage fee payment be
made in two equal installments: the first with the issuance of the building permit and the second
at the one year anniversary of the first payment. This fee payment replicates Boston’s policy.

Somerville should also consider two other changes to its current linkage policies:

1. Provide for regular increases in the linkage fee rate to account for inflation. This change
will allow the linkage fee to be increased every three years based on an inflation index,
such as the Consumer Price Index alone (as is done in Boston) or a weighted combination
of the CPI (to address the jobs linkage fee) and a construction cost index (to address the
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housing linkage fee). Two options for a construction cost index are: (1) the producer
price indexes for material and supply inputs to construction industries prepared by the
U.S. Bureau of Labor Statistics; and (2) the McGraw-Hill Building Cost Index.

Reduce the development size threshold from 30,000 to 20,000 square feet. This would
expand the fee base, slightly reduce the fee rate and ensure that mid-size projects, which
often include office tenants with higher affordable housing and jobs impacts, share in
paying to mitigate these impacts. This change in the project size threshold would reduce
the recommended linkage fee to $6.15 ($4.84 for housing and $1.31 for jobs).

Additional Jobs Linkage Recommendations

If a new jobs linkage fee is adopted, Somerville will need to adopt policies for the use and
administration these new linkage funds. These polices should address the ongoing needs and
trends identified in practitioner interviews and apply effective practices gained from Boston’s
twenty-five year history with the Neighborhood Jobs Trust. Although further consultation with a
range of stakeholders is needed to set these polices, the following recommendations are offered
to guide future decision-making on the uses and administration of a jobs linkage fee:

Establish a Somerville Jobs Trust (SJT), similar to the Somerville Housing Trust, to
administer and award jobs linkage payments.

The purpose of linkage fees would be to provide education, training and related
employment services to prepare and connect low-income and less educated Somerville
residents to jobs and career opportunities with Somerville employers. HUD’s low-
income threshold at 80% of area median income can provide the basis for participant
income eligibility. This threshold targets workers at a lower income level who are have
the greatest need for training services to improve their earnings. It is considerably higher
than low-income definition used for eligibility under federal WIA programs so it will
allow Somerville to serve residents with employment barriers who fall outside WIA
eligibility. Using the HUD low-income definition will also allow Somerville to combine
CDBG funds with Jobs Trust Funds if it so desires. Since a higher income threshold of
100% or 110% of median income will serve more workers in the middle of the income
distribution it will be less effective at improving earnings for the disadvantaged.
However, this higher income limit might be applied, on a case-by-case basis for a
“Project-based” program (discussed below) when it is needed to address an occupational
employment gaps for specific employers in a new project.

Allow for two broad uses of jobs linkage funds: (1) a “Project-based” job training and
employment program tied to jobs with specific employers in new development projects—
this would use the linkage fees paid by a developer to train workers and directly benefit
employers in the new development. This form of the linkage fee could help attract new
employers to Somerville by addressing their workforce and hiring needs. The training
provider and specific training program would require approval by the SJT; (2) citywide
training programs that can address broader employment barriers (that may be pre-
requisites to skills training) and/or prepare Somerville workers for occupations and jobs
that are not limited to firms in new development projects. These programs help residents
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benefit from citywide job opportunities, provide a hedge against insufficient timing or
tenant commitment to develop a training program, and can benefit firms in new
developments by expanding the supply of local skilled workers to fill positions as they
turnover.

¢ Incorporate outreach, job readiness and post-job placement case management support
into programs funded by the SJT. Outreach will increase resident awareness of and
participation in programs. Job readiness and case management components contribute to
successful and sustained employment outcomes for participants.

e Award citywide funds through a competitive process that considers the job training
provider’s past performance, employer relationships and partnerships to recruit targeted
Somerville residents. For each competitive funding round, the SJT would develop
criteria and targets that reflect gaps in training services at that time, compliment existing
programs and encourage innovation. Somerville may need to rely on providers from
outside the city to deliver the most effective programs, but should encourage partnerships
with local organizations to ensure successful outreach and recruitment.

¢ (Contracts should be performance based with funds paid based on a program’s enrollment
and job placement results, although the specific standards can be customized to the
specific type of workers and occupations targeted.
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Appendix A. Data Tables on Somerville Housing Market

Appendix Table 1
Population and Household Trends, 2000 and 2010

Average Average
Annual Annual
Somerville Change, Boston MSA " Massachusetts Change,
2000 2010 2000-2010 2010 2000 2010 2000-2010
Population 77,478 75,754 -0.2% 4,552,402 6,016,425 6,547,629 0.9%
Households 31,555 32,105 0.2% 1,760,584 2,247,110 2,547,075 1.3%
Average Household Size 2.38 2.29 -0.4% 2.50 2.58 2.48 -0.4%
Household type
Families 46.5% 41.8% -1.0% 62.6% 67.4% 63.0% -0.7%
Non-Families 53.5% 58.2% 0.9% 37.4% 32.6% 37.0% 1.4%
Tenure
Owner 30.6% 32.4% 0.6% 61.5% 59.3% 62.3% 0.5%
Renter 69.4% 67.6% -0.3% 38.5% 40.7% 37.7% -0.7%

1/ 2000 data is not available for the Boston MSA due to a change in its geographic definition between 2000 and 2010.
Source: U.S. Census, 2000; U.S. Census, 2010; and ConsultEcon, Inc.
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Appendix Table 2
Age Distribution of Population, 2000 and 2010

Average
Annual
2000 2010 Change,
Age Number Percent Number Percent 2000-2010
Somerville
Under 20 13,827 17.8% 11,252 14.9% -1.9%
20-24 9,992 12.9% 9,222 12.2% -0.8%
25-44 32,985 42.6% 34,571 45.6% 0.5%
45-64 12,575 16.2% 13,800 18.2% 1.0%
65 and over 8,099 10.5% 6,909 9.1% -1.5%
Total 77,478 100.0% 75,754 100.0% -0.2%
Median Age 31.1 31.4
Boston MSA "
Under 20 1,119,890 24.6%
20-24 336,178 7.4%
25-44 1,248,417 27.4%
45-64 1,251,874 27.5%
65 and over 596,043 13.1%
Total 4,552,402 100.0 %
Median Age 38.5
Massachusetts
Under 20 1,675,113 26.4% 1,621,143 24.8% -0.3%
20-24 404,279 6.4% 475,668 7.3% 1.8%
25-44 1,989,783 31.3% 1,732,290 26.5% -1.3%
45-64 1,419,760 22.4% 1,815,804 27.7% 2.8%
65 and over 860,162 13.5% 902,724 13.8% 0.5%
Total 6,349,097 100.0 % 6,547,629 100.0 % 0.3%
Median Age 36.5 39.1

1/ 2000 data is not available for the Boston MSA due to a change in its geographic definition between 2000 and 2010.
Source: U.S. Census, 2000; U.S. Census, 2010; and ConsultEcon, Inc.
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Appendix Table 3
Household Income Distribution, in 2010 inflation adjusted dollars

Ratio of
Somerville Boston MSA Massachusetts Somerville
Households % of Total Households % of Total Households % of Total to MA
Less than $10,000 2,363 7.4% 112,412 6.5% 171,690 6.8% 1.08
$10,000 to $14,999 1,602 5.0% 78,529 4.5% 128,839 5.1% 0.98
$15,000 to $24,999 2,645 8.3% 131,007 7.6% 212,765 8.5% 0.98
$25,000 to $34,999 2,465 7.7% 126,782 7.3% 198,325 7.9% 0.98
$35,000 to $49,999 4,311 13.5% 184,687 10.6% 283,914 11.3% 1.20
$50,000 to $74,999 5,495 17.2% 289,080 16.7% 428,839 17.1% 1.01
$75,000 to $99,999 4,724 14.8% 232,772 13.4% 338,488 13.5% 1.10
$100,000 to $149,999 5,153 16.1% 304,706 17.6% 412,161 16.4% 0.98
$150,000 to $199,999 1,865 5.8% 135,620 7.8% 170,308 6.8% 0.86
$200,000 or more 1,295 4.1% 139,580 8.0% 167,223 6.7% 0.61
Total Households 31,918 100.0% 1,735,175 100.0 % 2,512,552 100.0% 1.00
Median Household Income $61,731 $69,983 $64,509
Mean Household Income $74,884 $93,077 $85,897
Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
Appendix Table 4
Employed Residents by Occupation and Industry, 2006-2010 Estimates
Somerville Boston MSA Massachusetts
Employed Employed Employed
Resid % of Total Residents % of Total Resid % of Total
Occupation
Management, business, science, and arts occupations 24,326 51.2% 1,057,238 45.5% 1,400,638 42.8%
Service occupations 7,981 16.8% 365,057 15.7% 541,505 16.6%
Sales and office occupations 10,162 21.4% 561,531 24.1% 790,915 24.2%
Natural resources, construction, and maintenance occupations 2,650 5.6% 157,866 6.8% 241,318 7.4%
Production, transportation, and material moving occupations 2,360 5.0% 184,429 7.9% 297,159 9.1%
Total (Employed Civilian Population 16 Years and Older) 47,479 100.0 % 2,326,121 100.0 % 3,271,535 100.0%
Industry
Agriculture, forestry, fishing and hunting, and mining 110 0.2% 7,249 0.3% 12,821 0.4%
Construction 1,917 4.0% 127,717 5.5% 191,971 5.9%
Manufacturing 3,102 6.5% 212,986 9.2% 323,351 9.9%
Wholesale trade 709 1.5% 61,370 2.6% 87,944 2.7%
Retail trade 4,037 8.5% 242,329 10.4% 350,202 10.7%
Transportation and warehousing, and utilities 1,152 2.4% 83,776 3.6% 123,187 3.8%
Information 1,719 3.6% 69,100 3.0% 88,659 2.7%
Finance and insurance, and real estate and rental and leasing 3,097 6.5% 203,445 8.7% 264,145 8.1%
Professional, scientific, and management, and administrative and waste management services 8,909 18.8% 333,403 14.3% 416,530 12.7%
Educational services, and health care and social assistance 13,853 29.2% 605,714 26.0% 872,032 26.7%
Arts, entertainment, and recreation, and accommodation and food services 4,333 9.1% 182,781 7.9% 261,420 8.0%
Other services, except public administration 2,799 5.9% 103,465 4.4% 146,731 4.5%
Public administration 1,742 3.7% 92,786 4.0% 132,542 4.1%
Total (Employed civilian Population 16 Years and Older) 47,479 100.0% 2,326,121 100.0% 3,271,535 100.0%
Population 16 years and Older 66,990 3,622,314 5,224,911
Percent of Population 16 Years and Older Employed 70.9% 64.2% 62.6%

Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
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Appendix Table 5
Travel Time to Work, 2006-2010 Estimates

Somerville Boston MSA Massachusetts
Employed Employed Employed

Travel Time to Work Residents % of Total Residents % of Total Residents % of Total
Less than 5 minutes 755 1.7% 54,360 2.5% 86,520 2.8%
5 to 9 minutes 2,496 5.5% 182,667 8.4% 292,262 9.5%
10 to 14 minutes 4,495 9.9% 262,637 12.1% 414,274 13.5%
15 to 19 minutes 4,887 10.8% 268,698 12.4% 411,964 13.5%
20 to 24 minutes 6,486 14.3% 290,363 13.4% 418,476 13.7%
25 to 29 minutes 2,909 6.4% 129,035 5.9% 176,934 5.8%
30 to 34 minutes 9,002 19.9% 331,525 15.3% 425,123 13.9%
35 to 39 minutes 1,756 3.9% 75,693 3.5% 98,442 3.2%
40 to 44 minutes 3,278 7.2% 114,928 5.3% 145,136 4.7%
45 to 59 minutes 5,787 12.8% 231,720 10.7% 289,143 9.4%
60 to 89 minutes 2,694 6.0% 179,197 8.2% 227,455 7.4%
90 or more minutes 720 1.6% 52,807 2.4% 74,746 2.4%
Total 45,265 100.0 % 2,173,630 100.0% 3,060,475 100.0%

Percent Commuting 30 Minutes or More 51.3% 45.4% 41.2%

Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.

Appendix Table 6
Age of Housing Stock, 2006-2010 Estimates
Somerville Boston MSA Massachusetts
Number of Number of Number of
Year Built Units % of Total Units % of Total Units % of Total
Built 2005 or later 325 1.0% 43,118 2.3% 55,903 2.0%
Built 2000 to 2004 520 1.5% 81,106 4.3% 112,908 4.1%
Built 1990 to 1999 625 1.8% 132,688 7.1% 206,407 7.4%
Built 1980 to 1989 1,382 4.1% 198,916 10.7% 304,619 10.9%
Built 1970 to 1979 1,966 5.8% 210,720 11.3% 327,885 11.8%
Built 1960 to 1969 1,342 4.0% 198,202 10.6% 291,161 10.5%
Built 1950 to 1959 1,737 5.1% 206,401 11.1% 318,820 11.4%
Built 1940 to 1949 1,848 5.5% 108,317 5.8% 170,165 6.1%
Built 1939 or earlier 24,116 71.2% 687,114 36.8% 998,209 35.8%
Total 33,861 100.0% 1,866,582 100.0% 2,786,077 100.0%

Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
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Appendix Table 7
Occupied Housing Units by Unit Type and Tenure, 2006-2010 Estimates

Somerville Boston MSA Massachusetts
Number of Number of Number of
Unit Type Units % of Total Units % of Total Units % of Total
Owner-Occupied
1, detached 2,827 26.6% 805,795 73.5% 1,243,662 77.3%
1, attached 547 5.1% 66,885 6.1% 85,800 5.3%
2 4,629 43.5% 80,070 7.3% 108,524 6.7%
3or4 1,648 15.5% 42,926 3.9% 59,516 3.7%
5t09 281 2.6% 20,531 1.9% 25,464 1.6%
10to 19 313 2.9% 17,473 1.6% 20,165 1.3%
20 to 49 292 2.7% 20,627 1.9% 22,650 1.4%
50 or more 109 1.0% 23,168 2.1% 25,174 1.6%
Mobile home 0 0.0% 17,997 1.6% 17,265 1.1%
Boat, RV, van, etc. 0 0.0% 224 0.0% 254 0.0%
Total Owner-Occupied Units 10,646 100.0% 1,095,696 100.0% 1,608,474 100.0%
Renter-Occupied
1, detached 889 4.2% 51,194 8.0% 87,297 9.7%
1, attached 519 2.4% 30,003 4.7% 40,990 4.5%
2 5,705 26.8% 108,177 16.9% 153,658 17.0%
3or4 6,622 31.1% 137,185 21.5% 206,734 22.9%
5t09 2,809 13.2% 82,624 12.9% 125,031 13.8%
10to 19 1,006 4.7% 65,686 10.3% 86,037 9.5%
20 to 49 1,931 9.1% 66,952 10.5% 79,702 8.8%
50 or more 1,791 8.4% 95,138 14.9% 121,904 13.5%
Mobile home 0 0.0% 2,420 0.4% 2,500 0.3%
Boat, RV, van, etc. 0 0.0% 100 0.0% 225 0.0%
Total Renter Occupied Units 21,272 100.0% 639,479 100.0% 904,078 100.0%
Total Occupied Units 31,918 1,735,175 2,512,552

Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
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Appendix Table 8
Housing Unit Occupancy and Vacancy Rates, 2000-2010

Somerville Boston MSA v Massact tt:
2000 2010 2010 2000 2010

Number of Number of Number of Number of Number of
Tenure Units % of Total Units % of Total Units % of Total Units % of Total Units % of Total
Owner-Occupied Housing Units 9,663 29.8% 10,395 30.8% 1,082,688 57.5% 1,508,248 57.5% 1,587,158 56.5%
Renter-Occupied Housing Units 21,892 67.4% 21,710 64.4% 677,896 36.0% 935,332 35.7% 959,917 34.2%
Vacant Housing Units 922 2.8% 1,615 4.8% 122,622 6.5% 178,409 6.8% 261,179 9.3%
Total 32477 100.0% 33720 100.0% 1,883,206  100.0% 2,621,989  100.0%  2,808254  100.0%
Homeowner Vacancy Rate %/ 0.8% 1.3% 1.5% 0.7% 1.5%
Rental Vacancy Rate ¥ 1.6% 3.6% 5.9% 3.5% 6.5%

1/ 2000 data is not available for the Boston MSA due to a change in its geographic definition between 2000 and 2010.

2/ The homeowner vacancy rate is the proportion of the homeowner inventory that is vacant "forsale." It is computed by dividing the total number of vacant units "for sale only" by the sumof owner-occupied
units, vacant units that are "for sale only," and vacant units that have been sold but not yet occupied; and then multiplying by 100.

3/ The rental vacancy rate is the proportion of the rental inventory that is vacant "for rent." It is computed by dividing the total number of vacant units "for rent" by the sum of the renter-occupied units, vacant
units that are "for rent," and vacant units that have been rented but not yet occupied; and then multiplying by 100.

Source: U.S. Census, 2000; U.S. Census, 2010; and ConsultEcon, Inc.

Appendix Table 9
Household Size by Household Tenure, 2000-2010

Somerville Boston MSA Massachusetts
2000 2010 2010 2000 2010
Number % of Number % of Number % of Number % of Number % of
of Units Total of Units Total of Units Total of Units Total of Units Total
Owner occupied
1 person 2,400 24.8% 3,164 29.7% 228,864 20.9% 297,972 19.8% 343,656 21.4%
2 persons 3,195 33.1% 3,824 35.9% 369,791 33.7% 509,562 33.8% 556,151 34.6%
3 persons 1,548 16.0% 1,831 17.2% 185,786 17.0% 269,732 17.9% 270,555 16.8%
4 persons 1,456 15.1% 1,303 12.2% 195,578 17.8% 264,278 17.5% 278,507 17.3%
5 persons 583 6.0% 367 3.4% 81,922 7.5% 117,995 7.8% 112,652 7.0%
6 persons 326 3.4% 50 0.5% 23,556 2.1% 33,408 2.2% 32,307 2.0%
7 or more persons 155 1.6% 107 1.0% 10,199 0.9% 15,301 1.0% 14,646 0.9%
Total Owner Occupied 9,663 100.0% 10,646 100.0% 1,095,696 100.0% 1,508,248 100.0% 1,608,474 100.0%
Renter occupied
1 person 7,385 33.7% 7,206 33.9% 268,734 42.0% 386,506 41.3% 383,392 42.4%
2 persons 7,339 33.5% 7,049 33.1% 182,469 28.5% 264,702 28.3% 251,592 27.8%
3 persons 3,714 17.0% 4,082 19.2% 94,398 14.8% 130,606 14.0% 133,277 14.7%
4 persons 1,967 9.0% 2,064 9.7% 59,981 9.4% 88,766 9.5% 85,560 9.5%
5 persons 953 4.4% 566 2.7% 22,447 3.5% 41,064 4.4% 33,347 3.7%
6 persons 310 1.4% 242 1.1% 7,632 1.2% 14,994 1.6% 11,170 1.2%
7 or more persons 224 1.0% 63 0.3% 3,818 0.6% 8,694 0.9% 5,740 0.6%
Total Renter Occupied 21,892  100.0% 21,272 100.0% 639,479 100.0% 935,332  100.0% 904,078 100.0%
Total Occupied Units 31,555 31,918 1,735,175 2,443,580 2,512,552

1/ 2000 data is not available for the Boston MSA due to a change in its geographic definition between 2000 and 2010.

Source: U.S. Census, 2000; U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
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Appendix Table 10
Contract Rent, 2006-2010 Estimates

Somerville Boston MSA Massachusetts Ratio of Ratio of

Renting Renting Renting Somerville to  Somerville to
Contract Rent Households % of Total Households % of Total Households % of Total Boston MSA MA
Less than $250 1,108 5.2% 52,832 8.3% 81,575 9.0% 0.63 0.58
$250 to $499 1,190 5.6% 55,844 8.7% 100,780 11.1% 0.64 0.50
$500 to $749 1,749 8.2% 71,598 11.2% 158,861 17.6% 0.73 0.47
$750 to $999 2,985 14.0% 128,416 20.1% 186,004 20.6% 0.70 0.68
$1,000 to $1,249 4,943 23.2% 118,534 18.5% 138,264 15.3% 1.25 1.52
$1,250 to $1,499 3,999 18.8% 81,340 12.7% 87,940 9.7% 1.48 1.93
$1,500 to $1,999 3,535 16.6% 74,539 11.7% 80,128 8.9% 1.43 1.88
$2,000 or more 1,491 7.0% 35,575 5.6% 37,920 4.2% 1.26 1.67
No Cash Rent 272 1.3% 20,801 3.3% 32,606 3.6% 0.39 0.35
Total 21,272 100.0% 639,479 100.0% 904,078 100.0 % 1.00 1.00
Median Contract Rent $1,175 $1,001 $873
Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.

Appendix Table 11
Gross Rent Payments, 2006-2010 Estimates
Somerville Boston MSA Massachusetts Ratio of Ratio of
Renting Renting Renting Somerville to  Somerville to
Gross Rent Payments Households % of Total Households % of Total Households % of Total Boston MSA MA
Less than $250 892 4.2% 39,060 6.1% 58,736 6.5% 0.69 0.65
$250 to $499 1,145 5.4% 55,281 8.6% 91,041 10.1% 0.62 0.53
$500 to $749 1,225 5.8% 52,760 8.3% 113,323 12.5% 0.70 0.46
$750 to $999 2,130 10.0% 99,731 15.6% 169,198 18.7% 0.64 0.54
$1,000 to $1,249 4,234 19.9% 117,529 18.4% 155,333 17.2% 1.08 1.16
$1,250 to $1,499 4,426 20.8% 97,712 15.3% 113,159 12.5% 1.36 1.66
$1,500 to $1,999 4,602 21.6% 105,335 16.5% 116,263 12.9% 1.31 1.68
$2,000 or more 2,346 11.0% 51,270 8.0% 54,419 6.0% 1.38 1.83
No Cash Rent 272 1.3% 20,801 3.3% 32,606 3.6% 0.39 0.35
Total 21,272 100.0 % 639,479 100.0 % 904,078 100.0% 1.00 1.00
Median Gross Rent $1,299 $1,133 $1,006
Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.
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Appendix Table 12
Gross Rent as a Percentage of Income in 2010 (Renter-Occupied Units Only)

Somerville Boston MSA Massachusetts
Renting Renting Renting

Percent of Income Households % of Total Households % of Total Households % of Total

Less than 10 percent 666 3.1% 20,427 3.2% 30,123 3.3%
10 to 14 percent 1,843 8.7% 48,624 7.6% 70,485 7.8%
15 to 19 percent 2,667 12.5% 74,440 11.6% 103,333 11.4%
20 to 24 percent 3,405 16.0% 77,556 12.1% 107,442 11.9%
25 to 29 percent 2,693 12.7% 80,878 12.6% 112,098 12.4%
30 to 34 percent 2,070 9.7% 60,478 9.5% 86,472 9.6%
35 to 39 percent 1,062 5.0% 39,336 6.2% 55,533 6.1%
40 to 49 percent 1,854 8.7% 50,402 7.9% 70,931 7.8%
50 percent or more 4,546 21.4% 154,458 24.2% 219,252 24.3%
Not computed 466 2.2% 32,880 5.1% 48,409 5.4%
Total 21,272 100.0 % 639,479 100.0 % 904,078 100.0 %

Source: U.S. Census Bureau, 2006-2010 American Community Survey; and ConsultEcon, Inc.

Appendix Table 13
Available Rental Housing in Somerville from Boston Globe Online
Units by Rent Range
$1,000 to $1,250 to $1,500 to $1,750 to $2,000 to
Apartment Size $0 to $999 $1,249 $1,499 $1,749 $1,999 $2,249
Studio / One Bedroom 1 4 6 14 15 0
Two Bedroom 0 3 5 10 13 13
Three Bedroom 0 0 0 1 5 5
Four Bedroom 0 0 0 0 0 0
Total 1 7 11 25 33 18
Units by Rent Range
$2,250 to $2,500 to $2,750 to $3,000 to $3,500 to  $4,000 and
Apartment Size $2,499 $2,749 $2,999 $3,499 $3,999 Above
Studio / One Bedroom 23 6 0 1 0 0
Two Bedroom 0 10 8 21 11 1
Three Bedroom 5 5 4 2 19 2
Four Bedroom 0 5 4 6 7 2
Total 28 26 16 30 37 5
Percent of Total Units
Percent to $1,500 to $2,000 to $2,500 to  $3,000 and
Apartment Size Total Units Total Units | $0 to $1,499 $1,999 $2,499 $2,999 Above
Studio / One Bedroom 70 29.5% 15.7% 41.4% 32.9% 8.6% 1.4%
Two Bedroom 95 40.1% 8.4% 24.2% 13.7% 18.9% 34.7%
Three Bedroom 48 20.3% 0.0% 12.5% 20.8% 18.8% 47.9%
Four Bedroom 24 10.1% 0.0% 0.0% 0.0% 37.5% 62.5%
Total 237 100.0 % 8.0% 24.5% 19.4% 17.7 % 30.4%

Source: Boston Globe Online and ConsultEcon, Inc.
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Appendix Table 14
Median Sales Price of Condominiums and Single Family Homes in Somerville

Condos Single Family
Percent Percent
Median Change from | Median  Change from
Year Sales Price  Prior Year |Sales Price  Prior Year
2000 $245,000 $250,000
2001 $285,000 16.3% $285,000 14.0%
2002 $311,000 9.1% $334,750 17.5%
2003 $330,000 6.1% $372,000 11.1%
2004 $325,000 -1.5% $389,900 4.8%
2005 $360,000 10.8% $428,500 9.9%
2006 $344,950 -4.2% $422,500 -1.4%
2007 $352,500 2.2% $450,000 6.5%
2008 $351,250 -0.4% $391,000 -13.1%
2009 $360,000 2.5% $366,250 -6.3%
2010 $350,000 -2.8% $400,000 9.2%
2011 $358,000 2.3% $445,000 11.3%
2012 " $382,250 6.8% $450,000 1.1%
1/ January through October 2012.
Source: The Warren Group.
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Appendix B: Summary Data from Employee Survey

A total of 1,691 surveys were distributed to large employers and businesses in large commercial
and industrial buildings over 30,000 square feet in Somerville. Responses were received from
477employees for a 28% response rate.

Participating Businesses by Building Type, Surveys Distributed and Completed and
Response Rate

Surveys Distributed
Survey

Building Participating Percent to Percent Surveys Percent | Response
Tvpe Businesses Total Paper Email Total to Total | Completed to Total Rate
Retail 8 27.6% 823 0 823 48.7% 176 36.9% 21.4%
Office 15 51.7% 67 511 578 34.2% 206 43.2% 35.6%
Industnial 6 20.7% 65 225 290 17.1% 95 19.9% 32.8%
Total 29 100.0% 955 736 1,691 100.0% 477  100.0% 28.2%

Source: Karl F. Sexdman Consultng Services and ConsultEcon, Inc

Summary Results for 477 Respondents:

e 31.4 percent live in Somerville.
e 4472 percent own their residence and 52.6 percent rent (3.1% no response).
e 32.7 percent lived in Somerville prior to obtaining their current job.

e 57 people, or 11.9 percent, moved as a result of obtaining a job in Somerville, with 18 of
these people, or 3.8 percent, moving to Somerville due to securing their job in Somerville.

e 33 people, or 7.9 percent, sought housing in Somerville but did not move to Somerville. Of
these, 13 cited high cost or lack of affordable housing as a reason for why they did not move

to Somerville, and 4 cited relative costs as a factor. Other reasons cited for not moving to

Somerville included: Too Much Traffic; Not Child Friendly / Schools Not Good; Not Enough

Vacancy / Housing Not Suited to My Needs / Found Something Elsewhere Sooner; and,
Transportation Needs for Me / My Spouse Better Served Elsewhere.

e 40 people, or 8.4 percent, who are not currently living in Somerville indicated that they plan

to move to Somerville over the next 5 years, of which 20 plan to rent housing, 11 plan to
purchase housing, and 5 plan to either rent or purchase.

The data indicate that the share employees who will demand housing in Somerville vary by different

building types, including office, industrial and retail buildings. The share of office building

employees who will demand housing in Somerville is 17.5 percent, the share of industrial building
employees who will demand housing in Somerville is 24.2 percent, and the share of retail building

employees who will demand housing in Somelrville is 6.8 percent.
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