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I. INTRODUCTION

On April 29, 2019, the Committee on Small Business, chaired by Council Member Mark Gjonaj, will hold a hearing on Int. No. 390 of 2018, a local law to amend the administrative code of the city of New York, in relation to the creation of a small business disaster recovery and resiliency advisory board. Those invited to testify include representatives from the New York City Department of Small Business Services (“SBS”), owners of local retail establishments, small business advocates, Business Improvement Districts (“BIDs”), merchant associations and other community based economic development organizations.  
II. BACKGROUND 

Financial damages caused by natural disasters in the United States broke records in 2017, according to the National Oceanic and Atmospheric Administration. 2017’s three largest hurricanes alone cost local economies $265 billion, $125 billion of which was caused by Hurricane Harvey in August.[footnoteRef:1] Including other billion-dollar disasters, such as flooding, wildfires and severe storms, U.S. natural disasters caused $306.2 billion of damage in 2017.[footnoteRef:2] This price tag is the highest on record, and climate studies indicate these costs will only increase due to the impacts of climate change.[footnoteRef:3] [1:  U.S. Billion-Dollar Weather and Climate Disasters, National Centers for Environmental Information, NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION, 2018,
https://www.ncdc.noaa.gov/billions/. ]  [2:  Id. ]  [3:  Our Changing Planet: The U.S. Climate Change Science Program for Fiscal Year 2008, CLIMATE CHANGE SCIENCE PROGRAM AND THE SUBCOMMITTEE ON GLOBAL CHANGE RESEARCH, 2007; Richard P. Allan and Brian J. Soden, Atmospheric Warming and the Amplification of Precipitation Extremes, September 2008; Gabriele Villarini and Gabriel A. Vecchi,  Projected Increases in North Atlantic Tropical Cyclone Intensity from CMIP5 Models,  May 2013;  Kerry A. Emanuel, Downscaling CMIP5 climate models shows increased tropical cyclone activity over the 21st century, July 2013. ] 

As disaster-affected regions grapple with rebuilding, small businesses factor prominently in recovery efforts. Small businesses employ half of private sector workers and are the primary creators of new jobs in the United States.[footnoteRef:4] Therefore, understanding the impact of disasters on small businesses— the size of their losses and their ability to finance recovery through insurance, savings, or credit—is core to understanding regional economic recovery. [4:  Brian Headd, Small Business Facts, Office of Advocacy, U.S. Small Business Administration, September 2017, https://www.sba.gov/sites/default/files/Job_Creation_fact_sheet_FINAL_0.pdf. ] 


III. DISASTERS AND SMALL BUSINESSES 

Unlike well-documented factors such as high rents, competition with chain stores and e-commerce, natural disasters and cyber-attacks pose severe risks that businesses owners cannot fully anticipate, but can seek to mitigate. 
According to FEMA, roughly 40 percent of small businesses never reopen their doors after a disaster, while another 25 percent fail within one year of a disaster.[footnoteRef:5] Hurricane Sandy, which reached the eastern seaboard in October of 2012, killed 43 New Yorkers and caused approximately $19 billion in property damage in the city.[footnoteRef:6] The storm had a negative effect on local businesses as well. A 2014 small business survey conducted by the Federal Reserve Bank of New York found that 39 percent of small companies located in counties affected by Sandy had operating losses in the 12 months following the storm. Additionally, the survey found that 25 percent of companies surveyed were at the break-even point and that 36 percent were operationally profitable.[footnoteRef:7] Moreover, a 2016 study on the aftermath of Hurricane Sandy indicated younger businesses experience greater financial shock because they are less likely to insure themselves against natural disasters.[footnoteRef:8] [5:  Ashley M. Flick, Importance of Disaster Planning, LOUISIANA BAR JOURNAL, February/March 2017. ]  [6:  Jonathan Stempel, New York City settles U.S. claims over Superstorm Sandy, REUTERS, February 20, 2019, https://www.reuters.com/article/us-usa-new-york-sandy/new-york-city-settles-us-claims-over-superstorm-sandy-idUSKCN1Q92SG.]  [7:  James T. Madore, Small businesses hit by Superstorm Sandy still struggling, Fed survey finds, Newsday, April 21, 2014, https://www.newsday.com/business/small-businesses-hit-by-superstorm-sandy-still-struggling-fed-survey-finds-1.7777676.]  [8:  Benjamin Collier, Firm Age and Size and the Financial Management of Infrequent Shocks, August 2016.] 

In light of the severity of the storm, the United States Small Business Administration (SBA) approved $2.4 billion in low interest disaster loans to 36,461 homeowners, renters and businesses. This included 32,530 home loans for $1.9 billion and 4,111 business loans for $485 million.[footnoteRef:9] Within New York City, the Mayor’s Office of Management and Budget (OMB) is responsible for managing almost $10 billion of Federal Emergency Management Agency (FEMA) Public Assistance and $4.2 billion in Community Development Block Grant – Disaster Recovery (CDBG-DR) funding from the U.S. Department of Housing and Urban Development (HUD).[footnoteRef:10] The Build it Back program, which assists homeowners, landlords and tenants in the five boroughs whose homes were damaged by the storm, is a part of these efforts. Build it Back is funded by $2.2 billion in federal CDBG-DR dollars and overseen by the Housing Recovery Office (HRO) in conjunction with the New York City Department of Housing Preservation and Development (HPD) and the New York City Department of Design and Construction (DDC).[footnoteRef:11]  [9:  Jeanne Hulit, Hurricane Sandy and Small Business: One Year Later, SBA News and Views, October 29, 2013, https://www.newsday.com/business/small-businesses-hit-by-superstorm-sandy-still-struggling-fed-survey-finds-1.7777676.]  [10:  Testimony of the Mayor’s Office of Management and Budget Before the New York City Council Committee on Resiliency and Recovery, https://www1.nyc.gov/assets/housingrecovery/downloads/pdf/2016/10-20-16_testimony_for_city_council_rr_committee_final.pdf.]  [11:  Build it Back, https://www1.nyc.gov/site/housingrecovery/resources/build-it-back.page] 

The city’s Economic Development Corporation established the fund with public capital in the first-loss (highest risk) position, and then leveraged private loan capital totaling $30 million, coordinated through the New York State Bankers Association. New York Business Development Corporation (NYBDC), managed the Recovery Fund at no cost, reaching 600 small businesses affected by the storm.[footnoteRef:12] The SBA offers low-interest loans of up to $40,000 to cover losses to personal property after a natural disaster.[footnoteRef:13] Between 2000 and 2014, the SBA disbursed approximately 380,000 loans of this nature, amounting to approximately $15.5 billion.[footnoteRef:14]  [12:  The US Federal Reserve Systems, Report on Disaster-Affected Firms, 2017. ]  [13:  SBA’s Disaster Loan Program Explained, https://www.sba.gov/blogs/sbas-disaster-loan-program-explained]  [14:  Congressional Research Service, SBA Disaster Loan Program: Frequently Asked Questions, https://www.everycrsreport.com/files/20160309_R44412_18d79fce116bf9361f2d3d2bb699880afe06e59f.pdf.] 

[bookmark: co_fnRef_I8d22c6c046f111e98895f0d78a6952][bookmark: co_fnRef_I8d22c6c146f111e98895f0d78a6952][bookmark: co_fnRef_I8d22c6c246f111e98895f0d78a6952]Natural disasters pose significant dangers to both the physical and digital infrastructure upon which small businesses rely. These locally-owned enterprises are highly dependent upon their computers and the electronic records and data that the computers contain. Although electronic data processing has brought many advantages, it has also brought a special type of vulnerability since records which consist of no more than an electrical impulse can be easily destroyed. The functioning of a business depends on the constant availability of its in-house data processing facility. Natural and manmade disaster (such as flood, tornado, power interruptions, and fire) can have a devastating effect on the computer systems and consequently the health of a business. A recent University of Texas study indicated that if computer dependent businesses were deprived of their electronic data processing systems for more than 14 days, 75 percent of those businesses would suffer crippling losses.[footnoteRef:15]  [15:  Monique C.M. Leahy, Tort Liability for Failure to Provide Computer Disaster, 29 AM. JUR. PROOF OF FACTS 3d 53, March 2019. ] 

Therefore, protecting small businesses from natural disaster is just as important as protecting small businesses from cyber-attacks. Cybersecurity is a major area of concern for both privately and publicly-operated entities in New York City. According to a report by Small Business Trends, 43 percent of cyber-attacks target small business.[footnoteRef:16] Only 14 percent of small businesses rate their ability to mitigate cyber risks, vulnerabilities and attacks as highly effective. Sixty percent of small companies go out of business within six months of a cyber-attack.[footnoteRef:17] To defend against these threats and strengthen New York City’s cybersecurity infrastructure, the Administration announced Cyber NYC, a $100 million public-private initiative, in October of last year.[footnoteRef:18]  [16:  Matt Mansfield, Cyber Security Statistics: Numbers Small Businesses Need to Know, Small Business Trends, December 31, 2018, https://smallbiztrends.com/2017/01/cyber-security-statistics-small-business.html. ]  [17:  Gary Miller, 60% Of Small Companies That Suffer a Cyber Attack are out of Business Within Six Months, The Denver Post, March 26, 2017, https://www.denverpost.com/2016/10/23/small-companies-cyber-attack-out-of-business/.  ]  [18:  Bruce Horovitz, A Plan to Turn New York Into a Capital of Cybersecurity, NEW YORK TIMES, November 28, 2018, https://www.nytimes.com/2018/11/28/business/a-plan-to-turn-new-york-into-a-capital-of-cybersecurity.html. ] 


IV. Int. No. 390  
Int. No. 390 would create a Small Business Disaster Recovery and Resiliency Advisory Board to study and make recommendations on potential legislation, regulation, policies, procedures and initiatives for helping small businesses engage in strategic planning to become more resilient to future natural and human-caused disasters, and rebuild and reopen after suffering damage during a disaster. In addition to establishing basic procedures and requirements for the composition of the board, the bill would require that the board hold public meetings at least five times annually (once in each borough) and report its findings on May 1 of each year to the Mayor and the Council.

V. CONCLUSION
The Committee seeks to hear testimony from both the Administration and from advocates in relation to this bill, and to explore ways the City can mitigate challenges small businesses face when unanticipated misfortunes threaten the integrity of their assets.  


Int. No. 390

By Council Member Ulrich and Holden
 
..Title
A Local Law to amend the administrative code of the city of New York, in relation to the creation of a small business disaster recovery and resiliency advisory board
..Body
 
Be it enacted by the Council as follows:
 
Section 1. Title 22 of the administrative code of the city of New York is amended by adding a new chapter 11 to read as follows:
CHAPTER 11
DISASTER RECOVERY AND RESILIENCY
§ 22-1101 Definitions. For purposes of this chapter, the following terms have the following meanings:
Board. The term “board” means the small business disaster recovery and resiliency advisory board.
Disaster. The term “disaster” means an event that causes widespread and severe damage to property or human life, regardless of the cause of such damage.
§ 22-1102 Small business disaster recovery and resiliency advisory board. a. Board created. There is hereby created a small business disaster recovery and resiliency advisory board.
b. Purpose of board. The board shall study and report on disaster-related issues affecting small businesses in the city. The board shall make recommendations to the mayor and the council on potential legislation, regulation, policies, procedures and initiatives for helping small businesses to:
1. Engage in strategic planning to become more resilient to future disasters; and
2. Rebuild and reopen after suffering damage during a disaster.
c. Composition of board; term; vacancy; removal of member; compensation. 1. The board shall consist of nine members, five of whom shall be appointed by the mayor and four of whom shall be appointed by the speaker of the council. The board shall comprise at least one member residing in each borough and no more than two members from any borough.
2. Members of the board shall be appointed for two-year terms, and any vacancy shall be filled in the same manner as the original appointment.
3. No member of the board may be removed except for cause. Before a member may be removed, such member shall be provided with notice of the alleged cause for removal and a hearing before the elected official who appointed such member, which official shall determine whether cause for removal exists. The board shall be led by a chairperson, who shall be selected by a majority vote of the total membership of the board at the board’s first meeting.
4. The board shall select a chairperson from among its members by a majority vote of the total membership at the board’s first meeting. Thereafter, the board shall select a new chairperson in the manner provided by this paragraph whenever necessary to fill a vacancy.
5. Members of the board shall serve without compensation.
d. Meetings of the board. 1. The board shall meet no fewer than five times annually, and at least one meeting shall be held in each borough annually.
2. All meetings of the board shall be open to the public.
3. Notice for meetings of the board shall be provided in accordance with section 104 of the public officers law.
e. The board may request information from city agencies in furtherance of its purpose as stated in this section. Any agency from which the board requests information shall designate a liaison to work with the board and shall provide the board with the requested information in a timely manner, as practicable.
f. No later than May 1 of each year, the board shall report its findings and recommendations to the mayor and the council. Notwithstanding the foregoing sentence, no report is due until at least 90 days have passed after this section becomes law.
§ 2. This local law takes effect immediately.
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