Protecting Your Credit
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If you are an identity theft victim, you can obtain an
extended fraud alert on your credit file, which will last 7
years. For the extended alert, you need to provide one
of the credit bureaus with a copy of the police report or
other record verifying your victimization.

Credit Freeze

While helpful, fraud alerts are not infallible. For extra
protection, you can establish a credit freeze (also known
as a “security freeze”) on your credit file. A credit freeze
prevents lenders from accessing your credit report and
score unless you specifically grant them access. Con-
sequently, identity thieves are unable to establish new
credit in your name even if they have your personal
information.

Note that your current creditors are exempt from your
credit freeze (i.e., they may still review your credit file).
If you apply for credit you have the option of (1) allowing
a specific lender access to your credit file or (2) opening
your credit file for access to all potential creditors for a
certain period of time. Unlike a fraud alert, to establish
a credit freeze you must contact all three credit bureaus.
Each credit bureau will provide you with a password that
you can use to open your credit file at your discretion.
Depending on your state residency, the cost to place a
credit freeze will be $5 or $10 with each credit bureau,
plus a similar fee each time you would like to lift the
freeze temporarily. If you have been an identity theft
victim, these fees are waived and some states offer free
freezes for residents over 65 years of age.

Based on my experience, Experian and TransUnion al-
low you to place credit freezes by accessing their Web
sites, while Equifax requires a letter requesting such ac-
tion. Your credit score is not affected by a credit freeze
and the freeze will last until you remove it.

A credit freeze will not prevent you from receiving pre-
approved credit offers. To halt these offers, you must
call 888-50PTOUT (888-567-8688) or go online at www.
optoutprescreen.com.

Summary

Protecting your credit is critical in today’s society where
gaining employment and obtaining loans can be depen-
dent on the quality of your credit history. The emotional
and financial costs of repairing your credit once you
have become an identity theft victim can be significant.
To protect your credit, consider instituting a fraud alert
or, better yet, a credit freeze on your credit file.

The Homestead
Exemption

f you own your own home, you should be aware of

a legal regime called the homestead exemption that

allows you to protect your home’s equity from cer-
tain creditors. Though homestead exemptions are dic-
tated by state law and, consequently, vary by state, they
tend to have three common features. They can:

1. prevent the forced sale of a primary residence to meet
creditors’” demands;

2. provide a surviving spouse with shelter; and

3. offer a property tax exemption (e.g., in Florida, the first
$50,000 of a home’s assessed value is exempt from pay-

ing property taxes and this exemption is indexed to infla-
tion).

Some states provide an automatic homestead exemp-
tion, while in other states you must file for a homestead
exemption to receive its protections. For example, New
Hampshire provides an automatic $100,000 exemption,
while Massachusetts provides $500,000 of protection, but
requires a filing with the registry of deeds. In most states,
however, a homestead exemption does not reduce your
liability with first or second mortgages, mechanics liens,
debts undertaken prior to the exemption, alimony or child
support, and government taxes and liens.

Since many of COMPASS’ clients are Massachusetts resi-
dents, let us delve into the Massachusetts Homestead Act
in more detail, which only offers the first two features
listed above (i.e., there is no property tax exemption). To
gain creditor protection for your principal residence, you
are required to file a form called a “Declaration of Estate
of Homestead” at your local registry of deeds. The form
references your property’s deed and a $35 filing fee must
accompany the notarized form. As indicated above,
Massachusetts allows you to protect up to $500,000 of
equity per residence, per family.

If you are at least 62 years of age or disabled, each owner
has $500,000 of protection when filing the appropriate
form.

In Massachusetts a real estate attorney will normally file
a declaration of homestead as part of the closing on a
first or second mortgage. If you are unsure whether your
primary residence in Massachusetts has a homestead
exemption filed, you may search your real estate filings
on the registry of deeds’” Web site (www.sec.state.ma.us/
rod). You may also download the appropriate form from
this site to file a homestead exemption.



