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Introduction


On May 7, 2014, the Committees on Recovery and Resiliency and Small Business will hold an oversight hearing on the City’s Community Development Block Grant Disaster Relief (CDBG-DR) programs for businesses damaged by Superstorm Sandy.  
Superstorm Sandy

Superstorm Sandy hit New York City with intensity unparalleled by any coastal storm in recent history. The storm began on October 22, 2012, as a tropical depression cyclone in the southern Caribbean with wind speeds below 39 mph.
 The depression strengthened and became Tropical Storm Sandy, with maximum winds of about 40 mph.
 By October 24th, Sandy was a Category 1 hurricane and crossed Jamaica with reported winds of 80 mph. On October 26th, Sandy struck Cuba with winds of about 110 mph, just below the status of a major Category 3 hurricane and on October 27th, the storm turned to the northeast, off the coast of Florida, and left in its path an estimated death toll in the Caribbean of 70 or more. After briefly weakening to a tropical depression, Sandy re-intensified into a Category 1 hurricane and meteorologists warned that the storm would likely morph into a powerful, hybrid super-storm as it moved further northward towards a high-pressure cold front that was expected to force Sandy to start turning to the northwest toward Baltimore, Washington, Philadelphia and New York.
 The full moon was expected to make Sandy’s storm surge – initially expected to be 11 to 12 feet in some places – even a higher as it made landfall.
 

On October 29th, Sandy made the anticipated sharp turn toward the northwest on a path to the coast of New Jersey.
 The storm began interacting with other weather systems and gained energy and by approximately 8 p.m. Sandy’s center had come ashore near Atlantic City, New Jersey. The storm’s unusual path from the southeast made its storm surge much worse for New Jersey and New York.
 In fact, the National Weather Service’s New York office reported that the nearly 14 foot surge was a new record for a storm surge in the harbor. The surge topped the seawall at The Battery in Lower Manhattan and flooded parts of the City’s subway system. The surge also flooded the Hugh Carey Tunnel that links Lower Manhattan to Brooklyn and did unprecedented damage throughout Staten Island, Coney Island, and the Rockaways. 
 As a result, forty-three New Yorkers lost their lives – half of whom were on Staten Island – and tens of thousands were injured.
 By December of 2012, the Department of Buildings (DOB) had tagged about 800 buildings as damaged or destroyed around the City, and 70,000 housing units were registered with the United States Federal Emergency Management Agency (FEMA) and found to have suffered some amount of damage.
 In addition, some 23,000 businesses were inundated during the storm, 70,000 more lost power for some duration, and others were damaged by the storm.

Business Programs

Immediately following the storm, the City launched several programs to help businesses recover, including a $25 million loan and grant program and a $25 million sales tax waiver, that, as of June 11, 2013, had assisted some 2,500 recovering businesses. These efforts were followed by, and in some ways helped shape, the business recovery programs that the City outlined in its Community Development Block Grant – Disaster Relief (CDBG-DR) Action Plan that was approved by the U.S. Department of Housing and Urban Development in May of 2013.  The CDBG-DR Business Programs, described below, are the subject of the May 7 Hearing. 
The principal goal of the Business Programs funded by CDBG-DR is to help small and medium-sized businesses to recover from the storm and to rebuild more resiliently while offering a partial alternative to reliance on high-interest debt.  The City is also incentivizing preemptive resiliency investments to guard businesses in vulnerable floodplain areas and organizing competitions to identify and utilize promising and efficient technologies to improve building and infrastructure resiliency.

Five Business Recovery Zones (BRZ) were identified by the Administration for prioritizing business support programs to catalyze long-term economic growth.  The BRZs identified are: Lower Manhattan/South Street Seaport; Brooklyn Harbor Waterfront/Newtown Creek (including DUMBO, Greenpoint/Newtown Creek, Red Hook, Gowanus, and Sunset Park); South Brooklyn (including Coney Island, Brighton Beach, Manhattan Beach, Sheepshead Bay, and Gerritsen Beach); South Queens (including Howard Beach and the Rockaways); and the South Shore of Staten Island.
CDBG-DR Funding 
In February 2013, it was announced that New York City would get its own allocation of $1.77 billion in Tranche 1 of HUD’s CDBG-DR funding, separate from New York State, which would allow the City greater autonomy in prioritizing funding for the recovery effort.  Of this amount, the Bloomberg Administration allocated $293 million to Business Programs (see Table 1).  On October 28, 2013, HUD announced Tranche 2 of the CDBG-DR allocations, with $1.45 billion allocated to New York City
.  The Bloomberg Administration compiled Amendment 5 to the Action Plan to account for how the City’s Tranche 2 allocation would be spent by the City, and after the required public comment period which ended March 2, 2014, the de Blasio Administration submitted Amendment 5 to HUD for review.  HUD has sixty days to review the proposal.  Because Amendment 5 did not significantly change since the public review period,  if the de Blasio Administration plans to reprioritize the CDBG-DR funding moving forward, that would be done in a future amendment to the Action Plan. 
	Table 1:  Community Development Block Grant - Disaster Relief Appropriations (as of 3/31/14)

	 
	 CDBG-DR Allocations₁ 
	 Spent₃ 
	 Funds Finalized₄ 

	(in thousands)
	 Tranche 1 
	 Tranche 2₂ 
	 Total 
	
	

	Business Programs
	 
	 
	 
	 
	 

	Business Recovery Loan and Grant Program
	$72,000 
	($30,000)
	$42,000 
	$2,448 
	$670 

	Business Resiliency Investment Program
	90,000 
	20,000 
	110,000 
	625 
	0 

	Neighborhood Game Changer Investment Competition
	90,000 
	(6,000)
	84,000 
	150 
	0 

	Resiliency Innovations for a Stronger Economy (RISE: NYC)
	41,000 
	(11,000)
	30,000 
	298 
	0 

	Total
	$293,000 
	($27,000)
	$266,000 
	$3,521 
	$670 

	Source:  NYC CDBG-DR Partial Action Plan A; NYC Sandy Funding Tracker

	₁Amount of funding identified by HUD as available to cover certain recovery activities, once the City has described these activities in its Action Plan.

	₂HUD is reviewing NYC's edits to Amendment 5 after the public comment period.  Appropriations not finalized.
	 
	 

	₃The costs associated with activities performed as a result of Hurricane Sandy.
	 
	 
	 

	₄The amount of funding HUD has paid to the City as reimbursement for dollars spent.
	 
	 
	 


Business Loan and Grant Program ($42 million) 

The Business Loan and Grant Program is designed to offer small businesses that experienced business loss, damage or interruptions due to Hurricane Sandy grants and low-interest loans.  Loans up to $150,000 are available for businesses, with matching grants of up to $60,000.  The City and the New York City Economic Development Corporation (EDC) can approve loans of up to $1 million and grants up to $100,000 on a discretionary basis that can demonstrate significant additional damage.  Businesses need to be able to demonstrate an ability to repay the loans.  Funding of $72 million was allocated for this critical program in Tranche 1. 

 Loans are currently underwritten by the New York Business Development Corporation.  A Request for Proposals (RFP) was issued by EDC for additional administrators with a focus on effectively reaching communities that are currently underserved, and the City is currently in talks with two Community Development Financial Institutions (CDFIs) to diversify the size and types of awards offered to applicants.  Another goal of the City is to increase the underwriting capacity of the program, which could speed up the issuing of loans and so help ease the backlog of applicants.
The Business Loan and Grant Program was reduced by $30 million in Tranche 2 to bring the total down to $42 million, because demand was lower than anticipated, according to the Administration.  More needs to be learned about the number of applicants and how outreach was conducted.
Business Resiliency Investment Program ($110 million): 

This important program offers reimbursements to eligible small businesses that make approved investments that would reduce the impact of future storms.  By investing in vulnerable commercial districts, the City will help preserve the commercial viability of districts in the 100-year floodplain, where many low-income jobs are located. In Tranche 1 the City allocated $90 million.  In Amendment 5 this program was combined with the Building Mitigation Incentive Program to reflect the connection between business resiliency and commercial building resiliency measures.  The Building Mitigation Incentive Program was cut by $60 million, yet combining the funding of these two programs shows as a net increase of only $20 million for the Business Resiliency Investment Program, for a total of $110 million.  By combining the scope of the two programs, significant administrative savings are anticipated according to the Administration.
Post-storm analysis identified that elevation of critical building systems, dry flood-proofing of ground floors, and wet flood-proofing of certain uses can radically reduce damages experienced by businesses, thereby reducing the future cost and impact of extreme weather.  The program is anticipated to fund up to $2 million per applicant property for the cost of specified improvements that increase the resiliency of buildings or businesses to future storms. The City is considering proposals for a Program Management Office to help design and manage this program.  It is anticipated that the Business Resiliency Investment Program will launch later this year.  
Neighborhood Game Changer Investment Competition ($84 million)

The Neighborhood Game Changer Investment Competition will identify and support projects or programs to create and accelerate long-term economic growth in target neighborhoods of East Shore/South Shore of Staten Island, Lower Manhattan, Southern Brooklyn, the Brooklyn/Queens Waterfront, and South Queens.  These are the five most impacted areas of the City where businesses employed more than 143,000 individuals. Many of the businesses had to close temporarily or permanently due to storm damage.  In the first tranche of CDBG-DR funding $90 million was allocated, but the figure was reduced by $6 million to $84 million in Amendment 5.  According to the Administration, funding needs were revised to reflect the scope of proposals received from an RFP.
EDC issued an RFP in the summer and fall of 2013 to solicit ideas from public and private organizations and individuals to restore the vigor and economic strength of target communities.  Proposals were to be tailored to individual neighborhoods to reflect the specific challenges and needs of the areas, and were meant to demonstrate an ability to create full-time jobs.  EDC is currently reviewing proposals and finalists should be announced this spring.
Resiliency Investments for a Stronger Economy (RISE:NYC)
This program seeks to identify and install better and cheaper alternatives for improving resiliency of businesses.  It will fund new technologies and innovations to help protect small businesses and infrastructure networks from the impacts of future storms, sea level rise, and other issues relating to climate change.  The program currently has $30 million of CDBG-DR funding allocated by the City, which is $11 million less than the original $41 million allocated in Tranche 1.  Funding was reduced to reflect the scale of projects anticipated as the program moves forward.  Stage one of the RFP has been concluded and EDC is currently reviewing which applicants will continue to stage two.  The process is currently closed for technology providers but the City is still accepting applications for small businesses that would like to apply the new technologies at their place of business for no cost.
Small Business Loans
Although not part of the CDGB-PR program, the U.S. Small Business Administration (SBA) also gives low-interest loans to businesses of all sizes that are impacted by storms such as Sandy. Businesses and not-for-profits that suffered physical damage to and need to replace or repair things such as real estate, equipment, inventory, and fixtures can apply for a Physical Disaster Loan of up to $2 million. These loans can provide additional money for resiliency measures.  As of March 2013, SBA had received 22,042 applications from business owners in New York City, of which 8,218 had been approved for a total of $478.8 million. Other businesses that suffer economic, but not physical, damage, can apply for Economic Injury Disaster Loans, also up to $2 million to cover necessary financial obligations. Interest on both types of loan will not exceed 4% and can be re-paid over up to 30 years.

Conclusion
As with the Build-It-Back program, which is designed to help homeowners recovering from Sandy and which was the subject of an earlier Council hearing, the various programs designed to help businesses recover from Sandy have been slow in paying out money. Therefore, the Committees expect to hear from the Administration and interested parties about some of the problems the programs have faced, how the Administration is working on these problems, and what the future of these programs will look like.
� See Posting of Willie Drye to National Geographic Newswatch, A Timeline of Hurricane Sandy’s Path of Destruction, Nov. 2, 2012, available at: � HYPERLINK "http://newswatch.nationalgeographic.com/2012/11/02/a-timeline-of-hurricane-sandys-path-of-destruction/" �http://newswatch.nationalgeographic.com/2012/11/02/a-timeline-of-hurricane-sandys-path-of-destruction/�; see also Hurricane Sandy Advisory Archive, NOAA National Hurricane Center, available at: � HYPERLINK "http://www.nhc.noaa.gov/archive/2012/SANDY.shtml" �http://www.nhc.noaa.gov/archive/2012/SANDY.shtml�. 
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�Hurricane Sandy Advisory Archive, NOAA National Hurricane Center, available at: � HYPERLINK "http://www.nhc.noaa.gov/archive/2012/SANDY.shtml" �http://www.nhc.noaa.gov/archive/2012/SANDY.shtml�. 
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� Hurricane Sandy After Action Plan. May 2013. Report and Recommendations to Mayor Michael R. Bloomberg.


� NYC Special Initiative for Rebuilding and Resiliency Report, A Stronger, More Resilient New York, Foreword from Mayor Michael Bloomberg, available online at � HYPERLINK "http://nytelecom.vo.llnwd.net/o15/agencies/sirr/SIRR_singles_Lo_res.pdf" �http://nytelecom.vo.llnwd.net/o15/agencies/sirr/SIRR_singles_Lo_res.pdf� (cited hereafter as SIRR Report).
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� See HUD website, HUD Announces Additional $5.1 Billion In Recovery Funds For Communities Impacted By Hurricane Sandy, dated October 28, 2013, available at http://portal.hud.gov/hudportal/HUD?src=/press/press_releases_media_advisories/2013/HUDNo.13-153.
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