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EXPLORE  WHAT 'S  INSIDE  

The title industry is an important part of every American's life. It may seem like a grandiose
claim, but the work we do benefits not only each individual policyholder, but the nation as a
whole. And yet, many people are unfamiliar with what title insurance is, what it does for
them and the benefits of having a healthy title industry. So, we’d like to offer a quick
glimpse into what we do for our customers. We protect buyers from the unknown. More than
likely, a home purchase is your biggest investment, and we protect your interest in that
investment. Title insurance protects real estate owners and lenders against any property loss
or damage they might experience because of liens, encumbrances or defects in the title to the
property. Over half of all real estate transactions have a problem somewhere in the chain of
title. 

There are two types of Owner’s title insurance policies certified by the American Land Title
Association – the Owner’s policy and the Homeowner’s policy. The Owner’s policy protects
you from defects and liens in the history of your title through the date and time your deed is
recorded in the public records. The Homeowner’s policy takes your protection to a higher
level by providing coverage for many additional risks, including some that might occur after
the deed has been recorded. The Homeowner’s policy protects against many common,
frustrating problems, such as: encroachment of the neighbor's buildings onto your land or if
you're forced to remove or relocate an existing structure due to an existing violation of
zoning laws It also pays substitute rent and relocation expenses if you cannot use your home
because of a claim . The policy protects your investment for as long as you or your heirs own
the property. 

The Value of Title Insurance
By: Theresa Ramond, Vice President, Covenant Title & Escrow, LLC.



 What Do You Need To Know About FIRPTA?

     What do you need to know about FIRPTA?  FIRPTA, which was established in 1980, stands for Foreign   

Investment Real Property Tax Act. This is essentially a prepayment of anticipated tax due on the gain of the sale of a U.S. real property interest.

As a result, FIRPTA was established ensuring the government gets their piece of the pie when a  foreign person in the U.S. sells real estate. Under

FIRPTA, the buyer is required to withhold either 10% or 15% of the gross sales price from proceeds as a “deposit” due to IRS within 20 days

after closing; when purchasing from a foreign seller (certain exceptions apply).

Prior to Listing real property for sale in the U.S. Foreign Sellers and their Real Estate agents, need to be informed and prepared for FIRPTA. This

includes consultation with a U.S. accountant and or legal counsel to ascertain the need for an ITIN when the property is initially purchased.

Listing Brokers:

 Foreign sellers and the real estate agents for foreign sellers need to be informed and prepared for FIRPTA prior to listing the real property for

sale. In addition, buyers need to be aware of FIRPTA if the seller is a foreign person. It is advisable that a foreign person seeks out both legal

counsel and the counsel of a certified public accountant prior to listing the real property to ensure they will be FIRPTA compliant.

If the seller is a "foreign person"  it's a good idea to attach an addendum to the sales contract. You'll want to inform the buyer and buyer’s agent

that your client is a foreigner and what withholding could apply. This is especially important since the buyer is responsible for withholding the

funds and remitting them to the IRS. 

Buyers Beware:

The IRS designates the Buyer as the Withholding Agent. Therefore, it is the Buyer’s responsibility to do the withholding and send the monies to

the IRS. As a matter of course, the Buyer can instruct the Settlement Agent to do this withholding. The Settlement Agent, on behalf of the Buyer,

will remit the amount withheld directly to the IRS. If the FIRPTA withholding is not done or done incorrectly, the Buyer may be liable for the tax

and penalties. Therefore, Buyers and Sellers should use a Settlement Agent that is knowledgeable and experienced in this law. It is the buyer’s

responsibility to complete forms 8288 and the 8288A these require the Buyer’s name, address, and ITIN as they are the “Withholding Agent”.

Certain exceptions may apply that exempt the buyer from withholding and can be found here: https://www.irs.gov/individuals/international-

taxpayers/exceptions-from-firpta-withholding.

 Ask An Attorney By: John Gilbert, Esq

1.Why are POAs such a problem?
In the worst case, a POA potentially gives any agent the opportunity to commit fraud against the principal. For this reason, POAs should be used
sparingly. Never authorize the use of a POA without understanding exactly why the principal cannot sign his/her own documents. In most cases,
they are resorted to as a matter of convenience, and not as a matter of necessity.

2. What is the biggest issue you see with POAs?
Maryland passed a new law in 2010 which created statutory POAs. We strongly prefer they be used in MD transactions, but we still see many
POAs created after 2010 that do not comply.

3. Does that mean that a non-statutory POA is invalid?
Not necessarily. It means that non-statutory forms have to be reviewed on a case-by-case basis, which causes delays for everyone. The law also
creates presumptions in favor of statutory POA forms.

4. How old can my POA be?
For POA forms more than 12-24 months old, please consult with an attorney.

5. What about Military POAs?
So long as the POA was notarized in accordance with 10 U.S.C. 1044(b), they may be used for Maryland transactions. However, the POA must
still grant the appropriate powers to the agent acting on behalf of the principal, i.e., to sign for real estate or refinance transactions.

Powers of Attorney Q&A
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Announcements 

 Covenant Hosted Real Estate CE 

Covenant has recently started hosting RE continuing education. We

offer both in-person and zoom classes. Can’t make it to our office?

We also host Q&A lunch-ins at your office. Pick the brains of our

experienced attorneys over lunch. Contact us for more info!

622 W. Patrick Street Frederick, MD  21701
6101 Executive Blvd, Suite #385, North Bethesda, MD 20852

(o) (240) 782-4400
Closing@CovenantSettlements.com

www.covenantsettlements.com

 Meet the Team at Covenant Title 

John Gilbert, Esq General Counsel 
 Theresa Ramond, Vice President

Lauren Freitag, Director of Administration 
Silvie Damskey, Office Manager Processor 

Naila Drijas, Operations Manager - Post Closing 
Fernanda Sotomayor, Settlement Agent - Processor 

Escrow the Cat, Office Mascot 

Sam Lightner, Processor
May Zargar, Processor

Edver Sotomayor, Processor
Gabby Pineda, Administrative Coordinator

Kim Rodas, Director of Funding
Matt Stevens, Settlement Agent 

Announcing Covenant's 
 Spanish-Speaking Division 

Covenant's team is available to assist your Spanish-speaking
clients throughout the entire real estate settlement process.




