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CONSUMER LAW PROJECT

2006 REPORT

NEDAP’s Consumer Law Project addresses the vast and growing problem of consumer finance abuse. The Law
Project provides needed legal information and assistance to victims of predatory and discriminatory financial
services practices. The Project operates a legal hotline and community clinic and engages in policy reform through
impact litigation and coalition advocacy.

In 2006, the Law Project:
Returned more than 1,500 calls from hundreds of low to moderate income residents from all over the city

through its NYC Financial Justice Hotline.

Launched a weekly legal clinic at the Harlem Branch of the Lower East Side People’s Federal Credit Union in

September 2006.
Represented 20 clients in the NYC Civil Court.

Filed a groundbreaking federal lawsuit against a debt collection law firm and its debt buyer client.
Drafted extensive consumer resources and published them on NEDAP’s website.
Produced informational packets on debt collection, identity theft, and credit reports and made them

available to hundreds of individuals and community groups.

Top Issues Addressed by the Hotline and Clinic in 2006:

66% Debt Collection
e 37% Frozen Bank Accounts and Wage Garnishments
e 36% Debt Collection Lawsuits
e 22% General Questions about Debt Collection
e 5% Debt Collection Harassment
10% Credit Reporting & Repair
8% Identity Theft/Credit Card Fraud

Client Demographics:

64% Women

54% Receive government benefits or have no income
40% Have household incomes less than $10,000 a year
40% African-American or Black

30% Immigrants

28% Non-Hispanic or White

26% Latino

21% English is not their primary language

18% Seniors

Top Five Referral Sources:
Callers were referred to the Hotline most frequently from:

The Legal Aid Society

South Brooklyn Legal Services
Internet

Legal Services of New York
Friend or Family Member

NYC
CONSUMER LAW
GLINIC

For LES People’s FCU Members

By Appointment Only | The Clinic can help you:
« Defend yourself against
unfair debt collection
practices.
= Correct mistakes on
your credit report.
« Free yourself from the
payday loan trap.
« Resolve identity theft
problems.
... and more!

To make an
appointment call

212-925-4929

The Clinic is held
Tuesdays' late afternoons

More info at nedap.org

The NYC Cowsumer Law Cunic Is a project of the Nelghborhood E b

Advocacy Project (NEDAP). The Clinic provides free legal assistance to low- and
moderate-income New Yorkers who have experlenced unfair or abusive financial services
and credit practices.

NEDAP] e0un Provides comm

NEDAP is a nonprofit resource center for community groups in New York City. Our mission is to promote community economic
justice and to eliminate discriminatory economic practices that harm communities and perpetuate inequality and poverty.

For more information about NEDAP, visit our website, www.nedap.org




CASE STUDY

Martha lives in Harlem with her husband and foster child. She works as a teacher’s aide, earning approximately
$21,000 per year. Martha contacted NEDAP’s Consumer Law Hotline in May 2006 after she received a wage
garnishment notice. She wanted to know whether she should file for bankruptcy, given that she could barely
pay her rent and bills and could not afford to pay 10% of her income to a debt collector.

The wage garnishment notice signaled to NEDAP that a judgment had been entered against Martha in court.
Martha, however, had no knowledge of the court case. It turned out that Martha’s creditor, a major credit card
issuer, had failed to serve her with a summons. Because she did not get notice of the case, Martha failed to
appear in court and a default judgment was entered against her. NEDAP advised Martha that she had the right
to ask the court to vacate the default judgment and give her a chance to defend herself. Following NEDAP's
advice, Martha successfully vacated the default judgment, and averted the garnishment.

Martha'’s troubles began in April 2005 when she heard a radio advertisement for a company that promised to
lower one’s credit card interest rates and cut monthly payments in half. This sounded appealing to Martha,
who was struggling to keep up with her rising consumer debt load. (Martha told us that even though she had
stopped using her credit cards and paid her bills on time, her creditors kept raising her interest rates. Facing
hefty APRs that her creditors refused to reduce, Martha worried that she would never get out from under her
debt.) Seeking help with her credit card debt, Martha responded to the radio ad. Unfortunately, the company
was a sham and tricked Martha into defaulting on her debts and sending her money to it instead. As a result of
the defaults, Martha’s debt load skyrocketed even higher.

NEDAP researched this company and learned that its business practices violated numerous federal and state
laws. NEDAP sent a demand letter to the company on Martha’s behalf. Based on the letter, the company
refunded Martha her money and reimbursed her for the increased debt she incurred as a result of its actions.
NEDAP used the money to settle Martha’s outstanding obligations to her creditors.

Thanks to NEDAP's intervention, Martha avoided bankruptcy and saved more than $10,000 in interest payments
and late fees. Martha’s monthly payments have been reduced to an affordable amount, and she will be debt
free by the end of 2007.

Media Coverage:
The Project has already begun to garner media attention and this year
received coverage in:
e ity Limits, on debt collection
e The Buffalo News, on consumers’ wages being garnished for debts
e Staten Island Advance, on consumer debt

Public Testimony:
Project staff attorney Claudia Wilner testified at two hearings on debt
collection:

e New York City Department of Consumer Affairs Hearing (June 2006)

o New York State Assembly Hearing (October 2006)

Capacity-Building Training:

Project staff attorney Claudia Wilner trained legal services lawyers from
around the state at the New York State Bar Association Partnership
Conference (June 2006).

Project Staff:

Claudia Wilner, Staff Attorney

Thu Tuyen To, Paralegal

Maria Alvarez, Spanish-Language Interpreter (p/t)

Debt Collection
Info Packet

What's in this packet?

« Know Your Rights! Debt Collection Issues.
= What is Exemnpt from Debt Collection?,

« Disputing the Debk............oomreremrmmrreen
- Negotiating with Debit Collec
. The Dos and Don'ts of Negotiating....
» - Debt Coloction RESOUITES.............mmmmsiiismisismmsissisid

Forms and Sample Letters
+ Peter Barry's Collection Communications Log................10
- Sample Cease Letter . .1

» Sample Cease Letter (Exempt Income).........
« Sample Debt Collection Dispute LEHET...........coormrrmrrmrees
« Sample Letter to Bank to Protect Exempt Income............14

Prepaced iy
ﬂ Email; info@neian.org | wew.nedap.org




