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Introduction

On February 25, 2013, the Committee on Small Business, chaired by Council Member Diana Reyna, and the Committee on Economic Development, chaired by Council Member Karen Koslowitz, will hold a joint hearing entitled, “Oversight: Recovery: Restoring and Growing the City’s Small Businesses.”  This hearing will explore the impact Hurricane Sandy had on small businesses in New York City. It will seek to uncover the ways in which local government can best address the needs of small business owners impacted by this storm. Those invited to testify include the Department of Small Business Services (SBS), the Economic Development Corporation (EDC), the Department of Consumer Affairs (DCA), the New York State Department of Financial Services (DFS), the New York State Department of Labor (NYSDOL), the New York Business Development Corporation (NYBDC), the United States Small Business Administration (SBA) along with advocates, and community service providers.  

Background
The success of the small business sector is vital to the overall health of the City’s economy and cannot be overstated.  Approximately 98 percent of all businesses in New York City are considered small businesses (about 200,000 businesses) and make up nearly 50 percent of the City’s private sector workforce.
  On October 29, 2012, the storm commonly known as Hurricane Sandy devastated many communities in New York City and the surrounding areas. Reports indicate that New York City sustained $19 billion in public and private losses.
  In addition to causing the loss of life, halting public transportation, forcing school closures and damaging infrastructure, Hurricane Sandy impacted over 13,000 small businesses in flood zone areas, damaging some and completely destroying others.
  Many of these small businesses are now in desperate need of repair and rebuilding.
 
In many ways, these businesses were the fabric of their respective communities. They provided goods and services to local communities, created employment for City residents and generated tax revenue for the City of New York.  However, small business owners are facing difficult challenges in the aftermath of Hurricane Sandy.  Although these challenges are not new to the small business community they have been magnified by pre-existing economic challenges, other incidents such as the World Trade Center attacks and other natural disasters. These challenges include access to capital and technical assistance, as well as managing the complex regulations and processes of government, utility companies and insurance firms. 
Government Assistance For Small Businesses Impacted By Hurricane Sandy
There are several programs available to small businesses impacted by Hurricane Sandy.  These programs are offered by local, state and federal government and through partnerships with entities such as the NYBDC, The Partnership for the City of New York and private enterprises.
Emergency Loan Fund

The City of New York, Goldman Sachs, and the New York Bankers Association are providing $15 million in emergency loans to help New York City businesses damaged by Hurricane Sandy. This program is being administered by SBS and the NYBDC.  The emergency loan program is for independently owned and operated businesses paying taxes in New York City and non-profit organizations that are located in New York City, have fewer than 100 employees, filed 2011 business tax returns and experienced direct damage through flooding or power outages as a result of Hurricane Sandy.
 As of February 20, 2013, 503 loans for $11.2 million have been approved; 434 loans for $9.9 million have been funded.
  As of February 21, 2013, 1,079 loan applications were received.
 Of these applications, 513 were approved, 381 were declined, 59 were withdrawn or deemed ineligible and 125 are still being processed.

Small Business Assistance Grants
 

On January 23, 2013, Mayor Bloomberg announced that through contributions from Barclays, Citi, and UBS, $1 million in grants would be made available for small businesses that sustained physical damage during Hurricane Sandy. The Small Business Assistance Grant Program is offered by the New York Business Assistance Corporation (NYBAC).  It provides grants of up to $5,000 to impacted businesses for physical repairs or to replace equipment.  These grants will be awarded based on eligibility and need, and may be used by recipients for structural repairs, equipment repairs and the purchase of replacement equipment needed for business recovery. To be eligible, businesses must be located in evacuation zones A or B, have annual gross revenues under $10 million, employ fewer than 100 full-time employees, and be located in the same commercial corridor or within the same geographic vicinity it occupied prior to the storm. Grants are awarded on a first-come-first-serve basis until the funds are fully allocated.
Hurricane Emergency Sales Tax Exemption Program
 
The New York City Industrial Development Agency is providing emergency assistance 
to small businesses through the Hurricane Emergency Sales Tax Exemption Program (HESTEP). This program provides sales tax exemptions of up to $100,000 for each affected company on purchases of building, construction and renovation materials, machinery and equipment and other items of personal property and related services needed to rebuild after the storm. Eligible businesses should obtain the HESTEP sales tax letter prior to making eligible capital expenditures. This program caps at 250 slots. As of January 31, 2013, 144 applications were received and 120 applications were approved. 
 
SBS - Community Development Block Grants - Business Recovery

On February 6, 2013, Mayor Bloomberg announced that the City would direct the use of a portion of the $1.8 billion Community Development Block Grant funds allocated to New York City by the federal government to rebuild homes, strengthen infrastructure and for business recovery. 
SBS - Community Development Block Grants - Business Resiliency Investments

Under this initiative, $100 million will be allocated to provide grants to up to 1,300 impacted businesses. Structurally, $100,000 per company will go to small and mid-sized companies, and $1 million per company will go to large companies in vulnerable areas. Program will require companies to commit to reinvest in their New York City presence.
SBS - Community Development Block Grants - Expanded Loans and Grants

Under this initiative, $80 million will be allocated to provide loans and grants to as many as 1,000 businesses. This program will provide expedited low-interest loans of up to $150,000 on similar terms to the City’s existing emergency loan program; provide expedited grants of up to $60,000 to affected businesses; and invite Community Development Finance Institutions (CDFI) to compete in a business plan competition to solicit ideas for additional loan and grant programs which would then be funded on a pilot basis, with the best program(s) then funded at scale.
SBS - Community Development Block Grants - Innovations in Resiliency Technologies Competition

Under this initiative, $5 million will be allocated, through a competitive process which would give grants to the most innovative and cost-effective ideas for demonstration projects featuring resiliency products and technologies that can be replicated citywide.

SBA - Disaster Loan Program

In 1974, Congress passed the Robert T. Stafford Disaster Relief and Emergency Assistance Act (the Act) that allows special measures, designed to assist the efforts of the affected States in expediting the rendering of aid, assistance, and emergency services, and the reconstruction and rehabilitation of devastated areas, are necessary.
 

Under the Act, the Federal government, through the United States Department of Homeland Security's Federal Emergency Management Agency’s (FEMA), reimburses states and municipalities for funding used for a major disaster.
 The Act establishes the requirements for how the federal government responds to presidentially declared disasters areas.  A presidential disaster declaration puts into action long term federal recovery programs, including SBA’s Disaster Loan Program.
 This program is the primary federal program for funding long range recovery for private-sector recovery.
 The original presidential disaster declaration has been amended five times to included additional geographic areas outside and to extend the deadline for filing the physical disaster loan application.
 Since Hurricane Sandy, SBA has spent 8,112 counseling hours in Kings, the Bronx, Richmond, Manhattan and Queens Counties to help approximately 3,000 clients secure more than $27 million in financing.
 
SBA - Disaster Loan Program - Physical Disaster Loans
 

SBA makes physical disaster loans of up to $2 million to qualified businesses or private, nonprofit organizations. Physical Disaster Loan proceeds may be used for the repair or replacement of the real property, machinery equipment, fixtures, inventory and leasehold improvements.  SBA loans cover uninsured and under-insured physical damage.  The interest rate is determined by an applicant’s ability to obtain credit elsewhere (from non-federal sources).  The interest rate on both these loans will not exceed 4 percent if you do not have credit available elsewhere. Repayment can be up to 30 years, depending on the business’s ability to repay the loan. For businesses and nonprofit organizations with credit available elsewhere, the interest rate will not exceed 8 percent. SBA determines whether the applicant has credit available elsewhere.
SBA - Disaster Loan Program - Economic Injury Disaster Loans

Small businesses, small agricultural cooperatives, small businesses engaged in aquaculture, and most private, nonprofit organizations of all sizes suffering substantial economic injury may be eligible for an Economic Injury Disaster Loan (EDIL) of up to $2 million to meet necessary financial obligations – these are expenses the business would have paid if the disaster had not occurred. EIDLs provide the necessary working capital to help small businesses survive until normal operations resume after a disaster.  EIDL assistance is available only to small businesses determined by SBA as unable to obtain credit elsewhere. The interest rate on EIDLs cannot exceed 4 percent per year. The term of these loans cannot exceed 30 years. Your term will be determined by your ability to repay the loan.

Obstacles to Recovery for Small Businesses Impacted by Hurricane Sandy
Outreach Needs
The small business sector in New York City is diverse as are the physical areas and communities in which businesses impacted by Hurricane Sandy are located.  SBS has partnered with community based organizations to bring information to impacted communities,
 however, a comprehensive community needs assessments of impacted businesses is still needed.  Recently, the Rockaway Development and Revitalization Corporation in collaboration with the American Planning Association recently conducted three surveys of over 250 business owners and reached out to the various elected officials in the City to discuss their findings. These surveys revealed that of the 244 businesses approached, 95 were opened, 135 remained closed and 5 had re-located. Although this information is helpful, surveyors did note that only 40 businesses responded to the full survey. It was also noted that none of the 244 businesses reported receiving assistance from government and that repairs were being financed out of pocket.
 
Loan Application Process and Requirements

Many businesses need assistance completing loan application forms. Congresswoman Carolyn Maloney called on FEMA to extend the deadline for small business owners to register for assistance from January 28, 2013 to May 1, 2013. Recent reports noted that 38,000 businesses in the metropolitan area have requested applications for SBA loans but only 10 percent have completed it.
  In addition to the need for technical assistance completing loan applications, the requirements for receiving assistance can be cumbersome.  Businesses that receive loans from other lenders may not be eligible for assistance from the City. Additionally, the City loan fund requires small businesses provide proof of cash flow and revenue, making some ‘mom and pop’ shops and newly opened businesses ineligible for City loans.
  The newly created Small Business Grant Program offers some assistance but the capped $5,000 grant amount does not begin to address the long-term capital needs of small business owners. It is unclear how the City is addressing these problems in order to retain City businesses.

Commercial Insurance 

Small business owners have reported difficulties receiving insurance pay outs. These pay outs would potentially help to mediate the damage caused by Hurricane Sandy. However, there have been countless reports that indicate that more oversight and technical assistance is needed to help small business owners navigate the insurance claim process.
  It has also been noted that most commercial insurance policies do not include flood damage.
  In addition to restrictive policy terms, businesses may need to prove revenue earned prior to the Hurricane Sandy in order to prove loss of revenue due to the Hurricane Sandy, which may prove impossible for establishments where vital business records were destroyed.
  The New York State Department of Financial Services (DFS) is charged with overseeing the insurance industry in New York State.
  Through DFS, small business owners can request a review of commercial insurance claim denials.  However, several small business owners have reported that the turnaround time for completed investigations is lengthy.  Consequently, reliance on a reversed decision or action by DFS is not an option when considering whether to reopen or permanently close a business.
 Finally, Governor Cuomo recently announced that DFS would be investigating insurance companies for unacceptable practices related to Hurricane Sandy.


Unemployment Insurance

According to reports, over 30,000 jobs were lost due to Hurricane Sandy.
 Business owners were reportedly told, by SBS and the NYSDOL that employees out of work due to Sandy would qualify for Disaster Unemployment Assistance (DUA).
 Unlike regular state unemployment insurance benefits, DUA is funded by the federal government and does not increase a business owner’s insurance rate.
 However, federal rules require that a claimant first be screened for regular state unemployment benefits before being approved for federal DUA.
  Most claimants that lost work due to Sandy are eligible for regular unemployment.
  According to DOL rules, in order to receive DUA a claimant cannot be eligible for regular state unemployment.
  According to recent reports, over 50,000 people have applied for unemployment benefits because of Sandy. Compared to 8,400 who applied for disaster unemployment assistance. Of the 8,400 DUA applications, 2,500 had been processed through mid-December, 1,200 had been denied, and 4,700 are still pending.

Infrastructure

Comprehensive redevelopment of the City’s coastal areas presents several challenges for small business recovery.  An aging infrastructure, combined with high-rise buildings and dense populations with close proximity to the water presents the City with the complex task of redeveloping residential areas and the small businesses that provide essential services to them. According to Phil Bedient, a Rice University professor of civil and environmental engineering, subterranean infrastructure will prove to be more difficult to remediate than some of the more modern infrastructure that exists on the Gulf Coast.
  On December 6, 2012, Mayor Bloomberg laid out a strategy to reexamine the City’s major infrastructure and appointed Seth Pinsky, President of EDC, to develop recovery plans directly addressing damages incurred by Hurricane Sandy along with recommendations for future protection against future storms and other extreme weather events.
 As part of the development of recovery plans, Pinsky and the Office of Long-Term Planning and Sustainability will evaluate what it would take to make current essential networks (i.e. transportation, power, gas, and telecommunications) be able to with stand a Category 2 hurricane or other extreme weather disaster. A full report is expected to come forth in the spring of this year.
 It remains to be seen how this recovery plan will impact and address needs of the small business community. 
Conclusion
 The small business community is a core element of New York City’s economy and is vital to the future economic health of the City. The small business sector is still experiencing and recovering from the effects of Hurricane Sandy.  Today’s hearing will examine the challenges faced by the City’s small business owners and seek to uncover and explore existing programs that could potentially be expanded to assist those impacted by Hurricane Sandy in overcoming these challenges and rebuilding their businesses in New York City.   [image: image2][image: image3][image: image4][image: image5][image: image6]
� Survey of the Citizens Budget Commission and the Federal Reserve Bank of New York, Encouraging Small Business Success in New York City and Northern New Jersey: What Firms Value Most, July, 29, 2005.


� Mayor Bloomberg Federal Aide for Sandy Request Letter. Accessed at � HYPERLINK "http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2012b%2Fpr443-12.html&cc=unused1978&rc=1194&ndi=1" �http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2012b%2Fpr443-12.html&cc=unused1978&rc=1194&ndi=1� on February 20, 2013. 


� According to data provided by the Mayor’s Office of Economic Development and the New York City Department of Small Business Services on  January 31, 2013 - 13,290 business are located in the flood zones impacted Hurricane Sandy. 


� � HYPERLINK "http://www.nytimes.com/2012/12/01/nyregion/storm-forces-red-hook-lobster-pound-to-switch-from-expanding-to-rebuilding.html" �http://www.nytimes.com/2012/12/01/nyregion/storm-forces-red-hook-lobster-pound-to-switch-from-expanding-to-rebuilding.html� 


� � HYPERLINK "http://www.nyc.gov/html/sbs/nycbiz/downloads/pdf/home/Emergency_Loan_FAQ.pdf" �http://www.nyc.gov/html/sbs/nycbiz/downloads/pdf/home/Emergency_Loan_FAQ.pdf� 


� Testimony submitted by the NYSBDC in advance of the NYC Council February 25, 2013 joint hearing “Recovery: Restoring and Growing the City’s Small Businesses”.


� Id.


� Id. 


� � HYPERLINK "http://www.nyc.gov/html/sbs/nycbiz/downloads/pdf/summary/financing/SmallBusinessGrantFAQ.pdf" �http://www.nyc.gov/html/sbs/nycbiz/downloads/pdf/summary/financing/SmallBusinessGrantFAQ.pdf�


� � HYPERLINK "http://www.nycedc.com/backtobusiness" �http://www.nycedc.com/backtobusiness� 


� � HYPERLINK "http://www.nyc.gov/html/sbs/html/pr/2013_02_06_Sandy_CBDG_Funding.shtml" �http://www.nyc.gov/html/sbs/html/pr/2013_02_06_Sandy_CBDG_Funding.shtml� 


� Id. 


� Id. 


� Supra note 11.


� U.S. Small Business Administration. Accessed at http://www.sba.gov/about-offices-content/4/2818/news/353671;   U.S. Small Business Administration. Accessed at http://www.sba.gov/sites/default/files/NY%2013365%20frn.pdf on February 15, 2013 and U.S. Small Business Administration. Accessed at http://www.sba.gov/sites/default/files/NY%2013365%20Amendment%204.PDF on February 15, 2013. on February 15, 2013.


� See 42 USCS § 5121, et. Seq.


� Supra note 14. 


� � HYPERLINK "http://www.businessweek.com/articles/2012-11-01/the-sba-preps-for-a-flood-of-disaster-loans" �http://www.businessweek.com/articles/2012-11-01/the-sba-preps-for-a-flood-of-disaster-loans� 


� U.S. Small Business Administration. Accessed at � HYPERLINK "http://www.sba.gov/sites/default/files/NY%2013365%20Amendment%205.PDF" �http://www.sba.gov/sites/default/files/NY%2013365%20Amendment%205.PDF� on February 15, 2013. 


� Testimony submitted by the NYS mall Business Development Center in advance of the NYC Council February 25, 2013 joint hearing “Recovery: Restoring and Growing the City’s Small Businesses”.


� U.S. Small Business Administration. Accessed at � HYPERLINK "http://www.sba.gov/content/physical-disaster-loans" �http://www.sba.gov/content/physical-disaster-loans� on February 15, 2013. 


� U.S. Small Business Administration. Accessed at � HYPERLINK "http://www.sba.gov/content/economic-injury-disaster-loans" �http://www.sba.gov/content/economic-injury-disaster-loans� on February 15, 2013. 


� � HYPERLINK "http://voicesofny.org/2013/02/few-chinese-businesses-apply-for-hurricane-aid/" �http://voicesofny.org/2013/02/few-chinese-businesses-apply-for-hurricane-aid/� 


� Rockaway Development & Revitalization Corporation,  “POST SANDY BUSINESS SURVEY SUMMARY” Survey Dates: December 8, 2012 & January 5, 2013. 


� � HYPERLINK "http://www.crainsnewyork.com/article/20121211/HOSPITALITY_TOURISM/121219975" �http://www.crainsnewyork.com/article/20121211/HOSPITALITY_TOURISM/121219975� 


� � HYPERLINK "http://www.nytimes.com/2012/11/08/business/smallbusiness/after-the-storm-business-owners-assess-damage-and-ponder-lessons.html?pagewanted=all&_r=1&" �http://www.nytimes.com/2012/11/08/business/smallbusiness/after-the-storm-business-owners-assess-damage-and-ponder-lessons.html?pagewanted=all&_r=1&� 


� � HYPERLINK "http://ny.eater.com/archives/2012/12/sandy_relief_4.php" �http://ny.eater.com/archives/2012/12/sandy_relief_4.php� 


� � HYPERLINK "http://www.newyorklawjournal.com/PubArticleNY.jsp?id=1202580207675&Businesses_Damaged_by_Sandy_Face_Knotty_Insurance_Issues&slreturn=20130121215313" �http://www.newyorklawjournal.com/PubArticleNY.jsp?id=1202580207675&Businesses_Damaged_by_Sandy_Face_Knotty_Insurance_Issues&slreturn=20130121215313� 


� Id. 


� � HYPERLINK "http://www.dfs.ny.gov/about/whowesupervise.htm" �http://www.dfs.ny.gov/about/whowesupervise.htm� 


� As reported by small business owners during a NYC Council Tour of Lower Manhattan Small Businesses Impacted by Hurricane Sandy December 17, 2012.  NYC Department of Small Business Services Commissioner Robert Walsh attended the tour. 


� � HYPERLINK "http://www.dfs.ny.gov/about/press2013/pr1302211.htm" �http://www.dfs.ny.gov/about/press2013/pr1302211.htm� 


� � HYPERLINK "http://cityroom.blogs.nytimes.com/2012/12/20/nearly-30000-jobs-lost-due-to-sandy/?emc=eta1" �http://cityroom.blogs.nytimes.com/2012/12/20/nearly-30000-jobs-lost-due-to-sandy/?emc=eta1� 


� � HYPERLINK "http://www.nyc.gov/html/sbs/nycbiz/html/home/Hurricane%20Sandy%20Recovery%20Services.shtml" �http://www.nyc.gov/html/sbs/nycbiz/html/home/Hurricane%20Sandy%20Recovery%20Services.shtml� 


� Email communication from the NYS Department of Labor  to Council staff  received November 19, 2012. 


� � HYPERLINK "http://www.labor.ny.gov/ui/2012-sandy-services.shtm" �http://www.labor.ny.gov/ui/2012-sandy-services.shtm� 


� � HYPERLINK "http://www.crainsnewyork.com/article/20130129/BLOGS04/301299997" �http://www.crainsnewyork.com/article/20130129/BLOGS04/301299997�


� � HYPERLINK "http://www.labor.ny.gov/ui/claimantinfo/disaster-unemployment-assistance.shtm" �http://www.labor.ny.gov/ui/claimantinfo/disaster-unemployment-assistance.shtm� 


� http://� HYPERLINK "http://www.crainsnewyork.com/article/20130104/ECONOMY/130109967" �www.crainsnewyork.com/article/20130104/ECONOMY/130109967� and � HYPERLINK "http://www.crainsnewyork.com/article/20121120/BLOGS04/311209988" �http://www.crainsnewyork.com/article/20121120/BLOGS04/311209988�. 


� Greenemeier, Larry. “Post-Sandy New York Aims to Rethink Infrastructure, Not Just Rebuild It.” Scientific American. Web. 31 Oct. 2012.< � HYPERLINK "http://blogs.scientificamerican.com/observations/2012/10/31/post-sandy-new-york-aims-to-rethink-infrastructure-not-just-rebuild-it/?WT.mc_id=SA_syn_AccuWeather" �http://blogs.scientificamerican.com/observations/2012/10/31/post-sandy-new-york-aims-to-rethink-infrastructure-not-just-rebuild-it/?WT.mc_id=SA_syn_AccuWeather�>.  


� “MAYOR BLOOMBERG DELIVERS ADDRESS ON SHAPING NEW YORK CITY'S FUTURE AFTER HURRICANE SANDY.” NYC.gov. 6 Dec. 2012. Web. 20 Feb. 2013. <� HYPERLINK "http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2012b%2Fpr459-12.html&cc=unused1978&rc=1194&ndi=1" �http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2012b%2Fpr459-12.html&cc=unused1978&rc=1194&ndi=1�> 


� Id. 
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