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. SS.
County of )

COMES NOW Benny R Henson, and after being first duly sworn,

deposes and says:
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1. | amthe Executive Director for the Appraisal Subcommttee.

2. The Appraisal Subcommittee (“ASC’) of the Federal Financia
Institution Exam nation Council (“FFIEC’) was created in August
1989, pursuant to Title XI of the Financial Institutions Reform
Recovery, and Enforcenent Act of 1989 (“Title XI”). Title XI was
created to provide protection to Federal financial and public
policy interests in real estate related transactions by requiring
that real estate appraisals used in connection with Federally
related transactions be perfornmed in witing, in accordance wth
uni form standards, by persons of denonstrated conpetency and whose
pr of essi onal conduct woul d be subject to effective supervision.

4. The ASC has six nenbers, designated by the heads of the
Ofice of the Conptroller of the Currency, the Board of Governors
of the Federal Reserve System the Federal Deposit |Insurance
Corporation, the Ofice of Thrift Supervision, the National Credit
Uni on Adm ni strati on, (collectively, “ Feder al financi al
institutions regulatory agencies”) and the U S. Departnent of
Housi ng and Urban Devel opnent (“HUD’).

5. The specific duties of the ASC are set out at Section 1103

of Title XI. In relevant part, these are:

° To nmonitor the requirenents established by the States for
the certification and |icensing of appraisers, including
a code of professional responsibility. The ASC reviews
each State’s conpliance with the requirenents of Title Xl
and is authorized by Title XI to take acti on agai nst non-
conpliant States;

° To maintain a national registry of State |licensed and
certified appraisers who are eligible to perform
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appraisals in connection wth Federally related
transactions; and

° To nonitor and review the practices, procedures,

activities, and organizational structure of the Appraisa
Foundat i on.

6. To fulfill its State-oversight responsibilities, the ASC
anong ot her activities, conducts onsite reviews of State appraiser
regul atory prograns. As part of this review process, the ASC
focuses on how each State enforces conpliance with Title XI. This
i ncludes review ng whether the State’s statutory and regul atory
schenme confornms to, or conflicts wth, Title XI.

7. The ASC must nonitor each State’s appraiser |icensing and

certification regulatory programto ensure that the State:

° Recogni zes and enforces the standards, requirenents, and
procedures prescribed by Title Xl ;

° Has adequate authority to permt it to carry out its
Title Xli-related functions; and

° Makes deci si ons concerni ng apprai sal standards, appraiser

qualifications, and supervision of appraiser practices
consistent with Title XI.

8. The ASC generally satisfies these responsibilities through
onsite field reviews of State appraiser regulatory prograns and by
mai nt ai ni ng cl ose comuni cations with appraisers, State and Feder al
agenci es, and users of appraisal services. Each State programis
reviewed routinely at |east once every three years. Additiona
reviews are schedul ed on an “as needed” basis.

9. Each field review assesses all facets of a State’s appraiser

regul atory program Particular enphasis is placed on the State’s
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enf or cenent program

10. Many States have | egislative schenes that have created
apprai ser regulatory programstructures simlar to Montana' s, using
oversi ght Conm ssions or Boards. Al States have incorporated the
Uni form St andards of Professional Appraisal Practice (“USPAP’), by
reference or otherwise, into their appraiser regulation statutes
and/or regulations. About two-thirds of the States incorporate
USPAP by a general reference. About one-third of the States use
nmore specific |anguage to incorporate USPAP.

11. The ASC nonitors and is concerned with whether States
have effective enforcenent prograns that require the use of USPAP
as the mninum appraisal quality standard, and whether States
mai ntai n enforcenent prograns to assure appraiser conpliance with
USPAP and di sci pline appraisers for non-conpliance.

12. Certain Federal agencies, in addition to Federal
financial institution regulatory agencies, require that appraisals
used in connection wth their transactions conply wth USPAP. For
exanple, Section 142 of the Departnent of Housing and Urban
Devel opnent Reform Act of 1989 requires that appraisals of all
property to be insured by the Federal Housing Admnistration
(“FHA") be performed in accordance with uniform standards, by State
certified or |icensed appraisers whose professional conduct is
subj ect to effective supervision.

13. Should the ASC determne that a State fails to recognize

and enforce the standards, requirenents, and procedures required
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under Title Xl, or is not granted adequate authority to permt the
State to carry out its functions, or that the State's decisions
concerning appraisal standards and supervision of appraisal
practices are not made in a manner which carries out the purposes
of Title XI, the ASC is enpowered under Section 1118, 12 U.S.C
3347, to issue witten findings to that effect and to order the
rejection of State appraiser certifications and licenses after a
heari ng conducted under 12 CFR part 1102, subpart B.

14. The issuance of such a “non-recognition order,” in
effect, would prohibit all agencies, instrunentalities, and
federally recognized entities under Title X from using the
services of Montana certified and licensed real estate appraisers.
Entities prohibited from using Mntana appraisers would include
federally insured financial institutions (i.e., banks, savings and
| oans, and <credit wunions) and certain Governnment Sponsored
Enterprises, such Fannie Mie and Freddie WMac. Additionally,
Mont ana’ s apprai sers could no | onger be used in HUD s FHA-i nsured
residential real estate program

15. The issuance of such a non-recognition order woul d i npact
every facet of Montana' s real estate market. Inpacted | enders and
ot her users of appraisal services would have to bring in appraisers
from other States to provide appraisal services that no |onger
coul d be perfornmed by Montana apprai sers.

16. A non-recognition order could have significant inpact on

the |livelihoods of Montana’'s State certified or | i censed
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apprai sers. Many woul d have to suspend, or significantly curtail,
t heir business operations.

17. A non-recognition order would inpact Mntana citizens and
others wi shing to purchase hones or commercial real estate where
appraisals by State certified or |icensed appraisers are required.

18. If Montana is unable to enforce the requirenents of Title
X, including conpliance with USPAP, then |, as Executive D rector
of the ASC, will have no choice but to recomend i nmedi ately to the
ASC that it initiate a non-recognition proceedi ng agai nst Mntana.

18. Further Affiant sayeth not.

DATED this 30'" day of March, 2001.

Benny R Henson

SUBSCRI BED AND SWRN TO before ne this 30'" day of March, 2001.

Notary Public for the Nistrict of Tolunbia
( SEAL )
My Conm ssi on expires:

6. AFFI DAVI T OF BENNY R HENSON



CERTIFICATE OF SERVICE

I, G Curtis Drake, attorney for Defendants, above-naned,

hereby certify that | mailed a true and correct copy of the
AFFIDAVIT OF BENNY R. HENSON, postage fully prepaid by U S Mil,
on this  day of April, 2001, to the foll ow ng:

Gregory G Gould, Esq.
LUXAN & MJURFI TT, PLLP
P. O Box 1144

Hel ena, MI 59624- 1144

G Curtis Drake
Attorney for Defendants
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