
 
 
 
 
 
 
 
 
 
 
 

April 5, 2016 
 
VIA EMAIL 
 
Chris M. Bromley (cbromley@mchughbromley.com) 
Garrick L. Baxter (Garrick.baxter@idwr.idaho.gov) 
 
 

RE: Water Rights 37-22915, 37-22916, 37-22917, 37-22918 and 37-22919 
 
Dear Mr. Bromley & Mr. Baxter: 
 

This letter is in response to Mr. Bromley’s March 31, 2016 letter regarding ownership of 
the above rights and challenging the Department’s decision to change the ownership records of 
the above water rights to reflect that the owner is “South County Estate, LLC.”  Mr. Bromley 
demands that the Department’s records show ownership of these water rights in First Security 
Corporation (“FSC”), as successor to Idaho Independent Bank (“IIB”).  In essence, Mr. Bromley 
is asking the Department to make a determination of title to the rights, contrary to his argument 
that only the courts have that authority. 

 
Mr. Bromley’s entire argument rests on what he characterizes as “the clarity of deeds,” 

alleging that the deeds show that South County Estate had conveyed some portion of the parent 
rights to John Scherer and Charles Holt.  He concludes that these documents “clearly” conveyed 
water to Mr. Scherer and Mr. Holt before Belle Ranch acquired its interest in the water rights and 
that, therefore, Belle Ranch did not acquire this portion of the parent water rights. 

 
The problem is that the deed is anything but clear, and this ambiguity was compounded 

by the actions and inactions of Scherer, Holt and IIB (FSC’s purported predecessor).  Indeed, a 
title report prepared in 2011 in association with Belle Ranch’s acquisition of the property did not 
reveal any evidence of any attempted water right conveyance in 2009.  Attachment 1.  This is 
because the quitclaim deed allegedly conveying water to Mr. Scherer, Exhibit 1 to Mr. 
Bromley’s December 22, 2014 Letter, was not recorded so that it appeared in the chain of title 
for the appurtenant property.  This is so because the deed includes no property description on 
which to attach the recording.  It is an attempt to have a water right appurtenant to nothing.  
Therefore this deed could not have “notified subsequent purchasers and all others that 7.5/289th 
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of the diversion rate of the Parent Water Rights were no longer owned by South County.”  
Indeed no one was aware of this little scheme other than Scherer, Holt and IIB. 

 
Mr. Bromley points to Instrument No. 568681, a Partial Release of Lien, Exhibit 2 to Mr. 

Bromley’s December 22, 2014 Letter.  This document was identified in the 2011 Title Report.  
However, that document did not put anyone on notice that Mr. Scherer had attempted to convey 
some portion of the water rights.  Indeed, the Partial Release says nothing about any water right 
conveyance – it does not identify the deed, now relied upon by FSC, by which South County 
allegedly conveyed water to Mr. Scherer.  There is no explanation on its face of any purpose for 
the release.  It could easily have been because some portion of the debt was paid off.  This 
documentation stands in stark contrast to other Partial Release of Lien documents filed on this 
same property.  For example, on October 13, 2005, Mountain West Bank filed a partial release of 
lien “as it relates to the water rights appurtenant to the 1 acre of real property identified on the 
legal description attached hereto as Exhibit A … which are the subject of a quitclaim deed dated 
March 17, 2008 to PENSCO Trust Company.”  Attachment 2; see also Attachment 3 (release 
lien on water rights following a “quitclaim deed dated August 8, 2008 to PENSCO Trust 
Company”).  In short, the Partial Release identified by Mr. Bromley did not and does not purport 
to provide any notice of the deed from which FSC alleges to have acquired an interest in the 
water rights. 

 
In 2011, at the time of the transfer from Mountain West Bank to Belle Ranch, TJ Budge, 

attorney for Mountain West Bank, reviewed the water rights appurtenant to the Belle Ranch 
property.  He reviewed the Department’s water right files and title history.  Based on his review, 
he concluded that “assuming that the legal description in those instruments encompasses all of 
the Belle Ranch Subdivision, then Mountain West Bank acquired all of the water rights 
described above.”  Attachment 4. 

 
As there is “clearly” no notice of Scherer and Holt’s claim on the water rights through the 

recorded history at the County, at the SRBA and at the Department, Belle Ranch was a bona fide 
purchaser of the water rights, without notice of any claim by Mr. Scherer, IIB or FSC. 

 
To be bona fide purchasers, the [subsequent purchaser] must have purchased 
the property in good faith for valuable consideration.  “Good faith means a 
party purchased the property without knowing of any adverse claims to the 
property.”  
… 
 
“The purpose of the recording act in a race-notice jurisdiction, like Idaho, is to 
allow recorded interests to be effective against unrecorded interests when the 
recorded interest is taken for a valuable consideration and in good faith, i.e., 
without knowledge, either actual or constructive, that unrecorded interests 
exist.”  A purchaser of real property is “chargeable with notice of every matter 
affecting the estate, which appears on the face of any recorded deed forming an 
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essential link in his chain of title.”  A purchaser is also chargeable with notice 
“of such matters as might be learned by inquiry which the recitals in such 
instruments made it a duty to pursue.” 

 
Regan v. Jeff D., 157 Idaho 759, 763 (2014). 

 
The lack of notice through the chain of title was magnified by Scherer and Holt’s failure 

to submit any notice to the Department or the Court regarding the alleged conveyance of any 
portion of the water rights in 2009 or 2010 when they received the partial decree.  Indeed, until at 
least 2014, long after Belle Ranch had acquired the water rights, nothing was in the 
Department’s backfiles for the parent water right to reflect that Mr. Scherer, IIB, FSC or anyone 
else had any interest in any portion of the parent rights.  This is evidenced by the fact that, in 
2012, Belle Ranch filed a transfer (Transfer No. 77878) to change the elements of the parent 
water rights (including the portion now claimed by FSC).  As there was nothing in the file 
indicating any interest in anyone other than Belle Ranch, the transfer was approved by the 
Department. 

 
Mr. Bromley points to a Notice of Security Interest in a Water Right that was allegedly 

submitted to the Department in 2009 by IIB.  However, that document was not included in the 
file of the water rights until 2014.  In early 2014, our office again searched the backfiles for the 
parent water rights.  IIB’s Notice of Security Interest was not included in the backfile of any of 
the parent water rights.  Nor was there any record of any attempted transfer of title from South 
County to Scherer.  We inquired on this matter because of the claims made by IIB in 2014 and 
were informed by the Department in April, 2014, that the security interest document was only 
posted to the water rights’ backfiles after our 2014 inquiry.  Prior to that time, there was no 
notice through the Department’s files of any claimed interest in the parent rights. 

 
In February, 2014, we were contacted by counsel for IIB, regarding the water rights, who 

advised that IIB intended to foreclose on a mortgage held by Mr. Scherer and questioned whether 
there was any dispute that IIB held an interest in a portion of the water rights.  We responded 
advising that IIB did not have any interest in the water rights.  This was consistent with the Title 
Report and Mr. Budge’s findings, each discussed above.  The company financing the purchase of 
Belle Ranch also came to the same conclusion and so advised IIB’s counsel.  We heard nothing 
back from IIB’s counsel.1 

 
Mr. Scherer was the managing member of South County Estates, LLC, according to the 

Secretary of State’s records.  He received notice of all filings relative to the SRBA process on the 
                                                 
1 Mr. Bromley complains that he was not notified our March 17, 2016 letter prior to its submission.  However, Mr. 
Bromley failed to notify the Department of any of the communications between IIB and Belle Ranch over the 
ownership of these rights in his December 22, 2014 Letter and did not notify this office that he intended to seek a 
change of ownership even though we had been communicating with the bank’s attorneys prior to that time on this 
very issue and even though the Department’s records had already been updated to reflect Belle Ranch’s ownership 
of the water rights. 
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