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SUMMARY

The Idaho Supreme Court affirmed a judicial foreclosure judgment in favor of the holders of a deed of
trust. It held that the property owner's fraud counterclaim and affirmative defenses were barred by res
judicata, while the foreclosure action itself was not precluded because parties who were indispensable
to enforcement of the underlying debt could not have been joined during bankruptcy proceedings. The
court also held that the foreclosure was timely and awarded the beneficiaries reasonable attorney's fees
on appeal.
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QUESTIONS PRESENTED

1. Whether Wildlife LLC's affirmative defenses and fraud counterclaim were barred by res judicata.

2. Whether the beneficiaries' foreclosure action was barred by Idaho's five-year statute of limitations.

3. Whether res judicata barred the beneficiaries from bringing the later foreclosure action because of the
prior quiet-title action.

4. Whether the beneficiaries were entitled to attorney's fees on appeal.

HOLDINGS

1. Yes. The prior quiet-title action was dismissed with prejudice and therefore constituted a final judgment
on the merits; the actions involved the same parties and the same transaction. Wildlife LLC's fraud claim
could have been brought against the beneficiaries without joining Millward and M&S, so the fraud claim
and related defenses were barred by claim preclusion.

2. No. The foreclosure action was timely because the November 8, 2012 partial payment restarted the five-
year limitations period applicable to foreclosure of the deed of trust, and the complaint was filed within
that period.

3. No. Res judicata did not bar the beneficiaries' foreclosure claim because Millward and M&S were
required parties to the debt-enforcement and foreclosure action, joinder was not feasible during the
bankruptcy stay, and they were indispensable under the Rule 19(b) factors. Issue preclusion also did not
apply because the amount of the debt had not been actually litigated or decided in the prior quiet-title
action.

4. Yes. As prevailing parties in an action based on a deed of trust, promissory note, and modification, the
beneficiaries were entitled to reasonable attorney's fees under Idaho Code section 12-120(3) and the
applicable appellate rule.

KEY QUOTATIONS

“"The doctrine of res judicata covers both claim preclusion (true res judicata) and issue preclusion
(collateral estoppel)."” (188)

“"First, the trial court must determine if the party is a required party under Rule 19(a)(1); second, the court
must determine if joinder is feasible; if joinder is feasible, the court must join the party under Rule 19(a)(2);
and third, if the court has found that the party is required and joinder is not feasible, the court must determine
if that party is indispensable under Rule 19(b)."” (191)

FACTUAL BACKGROUND

The beneficiaries held a deed of trust securing a promissory note and later modification involving real property
owned by Wildlife Ridge Estates, LLC. Wildlife LLC previously sued the beneficiaries to quiet title, alleging
that the debt had been paid, but stipulated to dismissal with prejudice. After the beneficiaries filed a foreclosure



action, Wildlife LLC asserted fraud and other defenses, while the borrowers and trustor, Michael Millward and
M&S Development, were unavailable during the earlier action because of the bankruptcy automatic stay. A
partial payment made on November 8, 2012, preceded the foreclosure filing by less than five years.

PROCEDURAL HISTORY

Wildlife LLC previously filed a quiet-title action against the beneficiaries, alleging that the secured debt had
been paid in full. That action was dismissed with prejudice by stipulation. The beneficiaries later filed a judicial
foreclosure action; the district court dismissed Wildlife LLC's affirmative defenses and fraud counterclaim as
barred by res judicata, rejected its statute-of-limitations defense, granted summary judgment and foreclosure to
the beneficiaries, and denied reconsideration. The Idaho Supreme Court affirmed and awarded the beneficiaries
attorney's fees on appeal.

DISPOSITION

affirmed
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