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Guttilla Murphy Anderson 

Ryan W. Anderson (Ariz. No. 020974) 
5415 E. High St., Suite 200 
Phoenix, Arizona  85054 
Email: randerson@gamlaw.com 
Phone: (480) 304-8300 
Fax: (480) 304-8301 
 
Attorneys for the Receiver 
 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR MARICOPA COUNTY 

ARIZONA CORPORATION 
COMMISSION, 

                                          Plaintiff, 

v. 

DENSCO INVESTMENT 
CORPORATION, an Arizona 
corporation, 

                                         Defendant. 

 

 Cause No. CV2016-014142 

 
PETITION NO. 88 

PETITION FOR ORDER APPROVING 
PAYMENT OF $150,000 FROM 

STEPHEN BROWN AND $350,000 
FROM JOSEPH MENAGED 

(Assigned to the Honorable  
Teresa Sanders) 

 

 
Peter S. Davis, as the court appointed Receiver of DenSco Investment Corporation, 

respectfully petitions the Court for an Order approving the receipt of $350,000 from Joseph 

Menaged and $150,000 from Stephen Brown as follows:  

I.  Background 

1. On August 18, 2016, this Court entered its Order Appointing Receiver, which 

appointed Peter S. Davis as Receiver of DenSco Investment Corporation (“DenSco”).  

DenSco is an Arizona Corporation formed by Denny J. Chittick in April of 2001.  
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2. Denny J. Chittick (now deceased) was the sole owner, shareholder and operator 

of DenSco.  DenSco was a “hard money lender” and its primary business was in funding “hard 

money” loans for the purchase of real estate secured by deeds of trust. 

3. DenSco’s hard money loans were funded from monies that DenSco raised from 

its investors.  DenSco raised more than $85 Million from its investors pursuant to a securities 

offering, in which the investors of DenSco were essentially unsecured general creditors of 

DenSco.    

4. Between 2007 and 2008, DenSco began a lending relationship with Yomtov 

Scott Menaged (“Menaged”) and loaned Menaged monies for the purchase of residential real 

estate through foreclosure auctions. Menaged utilized two limited liability companies to 

solicit loans from DenSco.  

5. Menaged learned through his ongoing relationship with DenSco that he could 

take advantage of DenSco’s lending practices and defraud DenSco by employing a series of 

fraudulent schemes including: 1) intentionally obtaining two (2) hard money loans on a single 

property that Menaged had “purchased” at a foreclosure auction by tricking different hard 

money lenders into believing that their respective loan was going to be secured against the 

real property in a first position, and 2) falsifying documents to trick DenSco into believing 

that Menaged had purchased property at a foreclosure auction and that DenSco’s loan was 

secured against the related property, when in fact Menaged never purchased the property at 

all.  
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6. Starting sometime in 2011, Menaged began intentionally soliciting DenSco and 

other unrelated hard money lenders for two hard money loans on the same subject real 

property that Menaged had purchased at a foreclosure auction by being the highest bidder. 

7. When seeking loans from DenSco and the other unrelated hard money lenders, 

both DenSco and the other unrelated hard money lenders were led to believe by Menaged that 

they would be the sole lender on the property and their loan would be secured against the 

property with a first position Deed of Trust. 

8. Menaged learned that the delay in the recordation of the Foreclosure Trustees’ 

Deed to the Buyer and the lending practices of DenSco allowed Menaged the opportunity to 

defraud DenSco and the other hard money lenders by seeking two loans on property he 

purchased.  

9. Menaged learned that while other hard money lenders would deliver funds it 

intended to lend to Menaged directly to the Foreclosure Trustee, DenSco’s lending practices 

were to deliver loan proceeds directly to Menaged, who was then obligated to deliver the loan 

proceeds to the Foreclosure Trustee to finalize Menaged’s purchase. 

10. Menaged executed multiple promissory notes, deeds of trust and other 

documents from DenSco and the other hard money lenders with the knowledge that he was 

soliciting two separate loans from two separate lenders who unbeknownst to each other 

believed that they were the only lender and would be the only secured creditor in first position.   

(Hereinafter this fraudulent scheme of obtaining two hard money loans on hundreds of 

properties purchased by Menaged will be referred to as the “First Fraud”).   
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11. Menaged orchestrated the First Fraud, to defraud DenSco by obtaining two 

loans from separate lenders though the use of fraud and deception, at least one hundred 

seventy-nine (179) times between 2011 and 2013. Not until November of 2013, did DenSco 

became aware of the First Fraud. 

12. Between November 2013 and April 2014, DenSco and Menaged sorted through 

all of the properties double encumbered by DenSco and other lenders as a result of the 

Defendants’ actions in the operation of the First Fraud.   

13. Menaged concocted a resolution of the First Fraud by entering into a 

Forbearance Agreement with DenSco.  

14. Apparently, due to the massive amounts of money that were owed to DenSco 

by Menaged under the Forbearance Agreement, DenSco and Menaged continued to do 

business together with DenSco agreeing to continue funding hard money loans to Menaged 

for the purchase of real estate from foreclosure auctions.  However, after the discovery of the 

First Fraud, DenSco and Menaged altered their business practices for all future loans from 

DenSco to Menaged. 

15. Starting in January 2014, for new loans between DenSco and Menaged, DenSco 

required that Menaged provide copies of the specific cashier’s checks, issued by Menaged’s 

bank to the respective foreclosure trustee, as well as copies of the receipts received by 

Menaged from the foreclosure trustee for the purchase of a property by Menaged at a trustee’s 

sale. 
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16. DenSco’s requirement that Menaged provide DenSco the evidence that 

Menaged had purchased the underlying real property (by providing a copy of the cashier’s 

check used by Menaged to purchase the property and a copy of the receipt that Menaged 

received from the foreclosure trustee) was a direct result of Menaged’s fraudulent actions that 

gave rise to the First Fraud.   

17. Under the new lending practices, Menaged obtained a total of 2,712 loans from 

DenSco between January 2014 and June 2016.  However, the Receiver has determined that 

only 96 of these loans were secured by the actual purchase of real estate at a trustees’ sale or 

otherwise. 

18. The Receiver determined that Menaged engaged in a systematic and 

comprehensive scheme to defraud DenSco for a second time through the use and creation of 

falsified checks, deeds, contracts and receipts related to the purported purchase of real 

property at a trustee’s sale (the “Second Fraud”).  The Receiver has determined that despite 

the new requirement that Menaged was to provide DenSco with evidence of each cashier’s 

check and receipt confirming each purchase, Menaged caused the issuance of cashier’s checks 

that Menaged never intended to use for the purchase of properties and intentionally falsified 

trustee’s sale receipts purporting to evidence the purchase of properties that never happened. 

19. The Second Fraud relied on Menaged’s ability to obtain cashier’s checks from 

his banks to make it appear that he was actually using the DenSco loan proceeds to purchase 

property from a foreclosure trustee, when in fact, Menaged obtained the cashier’s check for 

the sole purpose of simply taking a picture of the cashier’s check to send to DenSco to make 
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it appear that the DenSco funds were being used to purchase real property. Additionally, 

Menaged executed, notarized and provided to DenSco a series of documents purporting to 

give DenSco a first position lien against the property that Menaged had falsely represented to 

DenSco was purchased by Defendant, including a Mortgage, Deed of Trust and Promissory 

Note.  

20. The Second Fraud was sophisticated in that Menaged falsified hundreds of 

receipts from foreclosure trustees in an effort to confirm that Menaged actually purchased the 

property at the foreclosure sale. Menaged skillfully created fraudulent receipts from different 

companies, foreclosure trustees, law firms and other organizations for the sole purpose of 

convincing DenSco that it used DenSco’s funds to purchase real property. Each individual 

fraudulent receipt was intricately prepared by Menaged for the sole purpose to defraud 

DenSco and trick DenSco into believing that Menaged had actually used DenSco’s funds for 

the purchase of real property, when in fact, Menaged simply utilized DenSco’s funds for his 

own purposes.  

21. Eventually, Menaged admitted that he devised, facilitated, and operated the 

First Fraud and utilized the proceeds from the First Fraud for other purposes, including 

repayment of loan obligations to his father Joseph Menaged and using the DenSco funds for 

his living expenses, gambling and the acquisition of personal assets. 

22. The Receiver completed a forensic analysis of the Menaged bank accounts and 

was able to determine that if you subtract the total interest paid by Menaged to DenSco 
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($15,328,635) from the Menaged loan balance ($46,288,983), then DenSco’s net loss from 

Menaged’s fraudulent activities was $30,960,348.   

23. On or about May 24, 2017, Menaged was indicted and arrested for his role in 

an alleged effort to defraud Wells Fargo Bank and Synchrony Financial.  On October 17, 

2017, the government filed an information statement to incorporate Menaged’s crimes against 

DenSco and added money laundering to the criminal charges against Menaged.  The same 

day, Menaged entered into a plea agreement with the United States wherein Menaged plead 

guilty to the crimes alleged against him.  On December 19, 2017, Menaged was sentenced to 

seventeen (17) years in federal prison.    

II. Criminal Case against Joseph Menaged and Stephen Brown 

24.  During his investigation into the operations of DenSco, the Receiver conducted 

a forensic recreation of the books and records of Menaged and his related companies to 

determine the disposition of DenSco funds transferred to Menaged.  The Receiver’s financial 

investigation determined that Joseph Menaged received a substantial amount of DenSco funds 

directly traceable to transfers made by DenSco to Menaged.    

25. On or about April 2, 2019, the United States indicted Menaged’s father, Joseph 

Menaged and Stephen Brown1 in USA vs Joseph Menaged and Stephen Brown CR19-0352-

PHX-SPL [See Exhibit “A”].  

 
1 Mr. Stephen Brown was Joseph Menaged’s accountant.  
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26. In the indictment, the United States alleged that Joseph Menaged and Stephen 

Brown violated federal law by creating and “back dating” fraudulent documents, which were 

used to obtain mortgage loans to purchase real property in New York and Florida.  

27. The Receiver has been informed that the United States and Joseph Menaged 

have entered into a Plea Agreement to address the government’s allegations against Joseph 

Menaged [See Exhibit “B”].  

28. One term of the plea agreement is that Joseph Menaged has agreed to pay 

$350,000 to the Receiver for the benefit of the DenSco victims. The Plea Agreement indicates 

that it may take a significant time for Joseph Menaged to complete his financial obligations 

under the terms of the Plea Agreement and made the $350,000 payment to the Receiver, as it 

is contemplated that Joseph Menaged will need to liquidate certain real property to generate 

sufficient funds to pay his financial obligations under the Plea Agreement. The Receiver is 

informed that it may take twelve (12) months for Joseph Menaged to make the payment of 

$350,000 to the Receiver. 

29. The Receiver has been informed that the United States and Stephen Brown have 

entered into a deferred prosecution agreement to address the government’s allegations against 

Stephen Brown [See Exhibit “C”].  Per the terms of the deferred prosecution agreement, the 

United States will dismiss its prosecution against Stephen Brown with a payment of $150,000 

being made by Stephen Brown to the Receiver.  

30. The Receiver is informed that Stephen Brown is prepared to make the $150,000 

payment to the Receiver within five (5) days of an entry of an Order granting this Petition.  
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31. The Receiver recommends that the Court approve the Receiver’s Petition and 

allow the Receiver to accept the funds for distribution to the DenSco creditors. Simply put, 

the Receiver is not providing a waiver or release of claims against Joseph Menaged or Stephen 

Brown, but these funds being paid to the DenSco Receiver will increase the amount of the 

financial recoveries to the DenSco investor victims.   

WHEREFORE, the Receiver respectfully requests that the Court enter an order 

approving Petition No 88.  

Respectfully submitted:  February 24, 2020. 
 
GUTTILLA MURPHY ANDERSON, P.C. 
 
/s/ Ryan W. Anderson_________________ 
Ryan W. Anderson 
Attorneys for the Receiver 
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GUTTILLA MURPHY ANDERSON 
Ryan W. Anderson (Ariz. No. 020974)
5415 E. High St., Suite 200 
Phoenix, Arizona  85054 
Email: randerson@gamlaw.com 
Phone: (480) 304-8300 
Fax: (480) 304-8301 

Attorneys for the Receiver 

IN THE SUPERIOR COURT FOR THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA  

ARIZONA CORPORATION 
COMMISSION, 

Plaintiff, 

v. 

DENSCO INVESTMENT 
CORPORATION, an Arizona 
corporation, 

Defendant. 

Cause No. CV2016-014142 

ORDER RE: PETITION NO. 88  

(Assigned to Honorable  
Teresa Sanders) 

The Receiver having filed Petition No. 88, Petition for Order Approving Receiver’s 

Payment of $150,000 from Stephen Brown and $350,000 from Joseph Menaged, and the 

Court having considered same, and it appearing to the Court that the matters requested by 

Petition No. 88 are reasonable, just and appropriate:  

IT IS HEREBY ORDERED: 

1. Approving the payment of $150,000 from Stephen Brown pursuant to the terms

and conditions of his Deferred Prosecution Agreement with the United States executed on or 

about January 10, 2020 in the matter of In re USA vs Joseph Menaged and Stephen Brown, 

Cause No. 2:19-cr-00352-DLR, D. Ariz.; and 

PROPOSED
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2. Approving the payment of $350,000 from Joseph Menaged pursuant to the 

terms and conditions of his Plea Agreement entered on January 30, 2020 in the matter of In re 

USA vs Joseph Menaged and Stephen Brown, Cause No. 2:19-cr-00352-DLR, D. Ariz. 

Dated this ___ day of ____________, 2020. 

 
 
 
______________________________ 
Judge of the Superior Court 
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