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Testimony of Raphael L. Podolsky

| urge you to retain funding for FY 2014 and FY 2015 for the Public Housing
Payment in Lieu of Taxes (PILOT) Program ($1,873,400) and the Low-Income Housing
Tax Abatement Program ($1,444,646). These programs, which have helped low-
income tenants since 1967 by holding down subsidized rents, are critical to making
state public housing and state-assisted non-profit housing developments affordable for
their lowest income residents. The defunding of these programs proposed in the
budget transfers their cost not to the towns but to the lowest income tenants in each
development. For example, in the state family public housing program, if the funding
loss is covered by raising base rents, we estimate that the average base rent increase
will be at least $70 per month, a huge and unaffordable increase for very low-income
tenants whose rents are mostly in the $200 to $300 per month range.

(1) PILOT: State family public housing (known as Moderate Rental Housing) is
not exempt from mandatory payments in lieu of local property taxes, based upon a
percentage of the rents that the housing authority collects. There is no operating
subsidy. By covering these mandated local taxes, the state PILOT program allows
housing authorities to hold down base rents, which are the rents paid by the lowest
income residents in each development. The loss of the state PILOT will force an
increase in base rents -- at least an average of $70 per month per apartment based on
our preliminary calculations -- which will translate to monthly rent increases in that
amount for those who can least afford it. Why for those who can least afford it? In
state public housing, tenants pay the higher of a flat base rent or a rent based on a
percentage of their income (usually 30% of income). The only tenants paying base rent
are thus those with the least income -- those for whom base rent is more than 30% of
income. These tenants will absorb the entirty of base rent increases. About half of
tenants in Moderate Rental Housing are at base rent. If the local PILOT is not covered
by the state PILOT program, it will become a housing authority expense to be paid by
the poorest residents of state family public housing through higher base rents.

(2) Tax abatement: Similarly, the tenants of more than 6,000 units of elderly and
family housing owned by non-profits are affected by the defunding of the Tax
Abatement Program. In some cases, such as Tower One in' New Haven, the
defunding results not only in a loss of state assistance but also in the termination of a
companion tax abatement agreement with the city that is conditioned on the state
program, resulting in potential rent increases of more than $150 per month per tenant.
In the long run, the rent increases that will result from defunding will drive the lowest
income residents — the very ones for whom the housing is most needed - out of these
developments. We urge you to restore funding and prevent this result from occurring.
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