
 

  

DISTRICT COURT, DENVER COUNTY 

STATE OF COLORADO 

1437 Bannock Street 

Denver, Colorado 80202 

 

COURT USE ONLY 

Plaintiff: UNIVERSAL HERBS, LLC, by and through 

GARY SCHWARTZ in his capacity as Court-Appointed 

Receiver 

 

v. 

 

Defendant: TITAN HEALTH, LLC   

Attorneys for Plaintiff: 

John A. Chanin, Reg. No. 20749 

Katherine A. Roush, Reg. No. 39267 

Jason M. Spitalnick, Reg. No. 51037 

Foster Graham Milstein & Calisher LLP 

360 S. Garfield Street, 6th Floor 

Denver, Colorado 80209 

Phone: (303)333-9810 

Fax: (303)333-9786 

Email: jchanin@fostergraham.com; 

kroush@fostergraham.com; jspitalnick@fostergraham.com 

Case No.: 2022CV031451 

 

Division:   209 

 

NOTICE OF FILING STATUS REPORT 

 

 

Gary Schwartz, in his capacity as state court appointed receiver for Universal Herbs, LLC 

(“Schwartz” or the “Receiver”) and hereby submit this status report regarding the status of the 

receivership. The Status Report and exhibits thereto are attached. 

 

 

 DATED this 22nd day of June 2022. 

 

     FOSTER GRAHAM MILSTEIN 

& CALISHER, LLP 

 

By: /s/ John A. Chanin  

John A. Chanin, #20749 

Katherine A. Roush, #39267 

Jason M. Spitalnick, #51037 

 

ATTORNEYS FOR PLAINTIFFS 

DATE FILED: June 22, 2022 4:40 PM 
FILING ID: 9F69F0DC74390 
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4856-6639-6966, v. 1 

CERTIFICATE OF SERVICE  

 
I hereby certify that on June 22, 2022, a true and correct copy of the foregoing NOTICE 

OF FILING STATUS REPORT was electronically filed and served on all parties of record via 

the Colorado Court E-Filing System. 

  

 

/s/ Lucas Wiggins   

Lucas Wiggins 

 



 

NEW ADDRESS: 

633 17TH Street, Suite 2250   Denver, CO  80202   303.296.2900   www.bcls-cpa.com 

 
 

 

 

 

 
 

June 22, 2022 
 
 
John Chanin, Esq. 
Katie Roush, Esq. 
Foster Graham Milstein & Calisher, LLP 
360 Garfield Street 
6th Floor 
Denver, CO  80209 
 

Re:  UNIVERSAL HERBS, LLC, by and through GARY SCHWARTZ, in his 
capacity as Court-Appointed Receiver v. TITAN HEALTH, LLC, District 
Court, Denver County, State of Colorado, Case No 2022CV031451 

 

Dear Mr. Chanin and Ms. Roush: 

This document is intended to provide an update to the Court since my appointment 
as Receiver for Titan Health pursuant to the Court’s Order dated May 25, 2022.   

 
Current Status of Data, Documents and Information 
 
I provided Titan health and Mr. John Kaweske with multiple emails and document 
and data requests on the day of the May 25, 2022 hearing as was as subsequent 
to that hearing.   
 
Exhibit 1 is a summary of the Documents Requested and the status of those 
requests.  It reveals that there are still multiple instances in which the requested 
information has not been provided. 

 
LeafLogix POS System 
The Universal Herbs Assets (“UH Assets” – which included the Park Avenue and Jason 
Street Retail locations and the 39th Street grow Facility) included the two retail locations, 

DATE FILED: June 22, 2022 4:40 PM 
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which required the use of a Point of Sale (“POS”) system to process transactions which 
also integrates with eh States METRC system1 for inventory and regulatory reporting. 
 
Titan Health was operating under the Tweedleaf name, and operated under multiple 
systems, programs and processes which were used collectively by the entire Tweedleaf 
network of retail locations.  One such system was the LeafLogix POS system, which is 
an ERP Program.2 
 
I contacted Mr. Kaweske to request that the POS Systems for the Universal Herbs assets 
be kept on-line and that the I be allowed to bifurcate the UH Assets in the LeafLogix 
system so that I can control all aspects of the UH Assets from those currently under the 
Tweedleaf LeafLogix account.  My and my staff contacted Dutchie/LeafLogix as soon as 
possible to get this transfer and conversion processed as quickly as possible.   
 
LeafLogix was also being used to process non-cash transactions at the UH Assets, which 
accounted for approximately 70% of sales.  I was trying to get this process under control 
as I understood that these funds were going to a non-UH Assets bank account.  Mr.  
Kaweske has cleaned out the UH Assets bank account, thus eliminating my cash flow to 
operating the business.    
 
On Saturday morning, May 2, I was notified that the LeafLogix POS at the UH Asset 
stores was down and not operating, and thus the UH Asset stores could not open for 
business as usual.  One of my new employees, a former Tweedleaf employee, Josh 
Evangelista (“JE”), was working with me to help with the transfer of the LeafLogix 
accounts and data to the UH Assets estate on or about Thursday, May 26, 2022, the 
next business day after the issuance of the Receivership Order.  

 
1 Per its website, METRC is Metrc is the most trusted and experienced provider of 

cannabis regulatory systems in the United States. Our solution combines advanced 
software, radio-frequency identification (RFID) technology, a dedicated customer-
support team, and a secure database to track and trace cannabis from growth, harvest, 
and processing to testing, transport, and sale. Metrc serves more than 300,000 users, 
including growers, manufacturers, testing facilities, transport providers, dispensaries, 
state regulators, and law enforcement officials across 19 states, the District of 
Columbia, and Guam. We are proud to play a leading role in ensuring the safety and 
security of the nation’s legal cannabis market. 

2 LeafLogix provides features in the following areas: POS System, Cultivation, 
Wholesale and Distribution, Business Intelligence, Ecommerce 
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Up to the point on Saturday, I had very little if any communication with Mr. Kaweske and 
his staff and had not received much of the information requested.  had virtually no 
responses     
 
 
Kaweske Affidavit 
 
Mr. Kaweske filed a sworn Affidavit with the Court during his testimony at the May 25, 
2022, Hearing (Exhibit 2).   
 
Item 3 in is Affidavit states: The Company employees approximately 200 people.  
Kaweske references 9 entities in his definition of “Company”.  I am uncertain as to why 
the number of employees at the other Kaweske owned or controlled entities is relevant 
to this receivership and to Titan Health. 
 
Two days after the Order was entered, Titan Health had a payroll due to be paid to its 
employees.  Titan Health and Kaweske refused to fund the payroll.  In addition, Titan 
Health and Kaweske failed to provide the necessary information for us to accurately 
process the payroll.  The only 2 data points provided by Titan Health and Kaweske was 
the name of the employees and the amount owed, which we were unable to determine 
if the amount was net or gross of taxes and other deductions (Exhibit 3).  The total 
number of employees on the payroll email was 38. 

 
Item 4 to the Kaweske Affidavit states: 

 

“Titan Health is a healthy company with a substantially Balance Sheet 

demonstrating [sic] of $4,771,555.56 of Assets net of all liabilities and has no risk 

to its operations.” [Emphasis added]   

 

This statement is factually and materially incorrect and is in direct contravention to the 

facts and documents provided. 

I was ultimately provided with a copy of Titan Health’s QuickBooks file on or about June 

8, 2022.   Contrary to the statement made by Mr. Kaweske at the hearing that had a 

strong and well-staffed accounting department, his email to me in providing the 

QuickBooks native file indicated: 
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He now represents that Titan Health and the Tweedleaf entities “…are a small 

company and have one person on staff in accounting”.  This is one more example 

of his misrepresentations to the Court. 

Upon receipt of the Titan Health QuickBooks file, I pulled a balance sheet and 

income statement, to better understand the reported financial condition of Titan 

Health.  As shown in Exhibit 4, the balance sheet shows a very different picture 

from the statements in his Affidavit.  The Balance Sheet as of June 8, 2022, 

reveals total assets of $5,466,105.94 and Total Liabilities of $5,009,903.17, 

resulting in a balance of Total Equity (calculated by subtracting Total Liabilities 

from Total Assets) of $456,202.77.  This Total Equity amount is materially different 

and less than that $4,771,555.56 in the Affidavit. Thus, on its face this material 

statement was false and misleading. 

I also noted that $3,250,000.00 of the $5,466,105.94 in total assets represents 

“Goodwill”, which is defined as “…an intangible asset used to explain the positive 

difference between the purchase price of a company and the company’s 

perceived fair value. Goodwill typically only comes into play when one company 

purchases another. If the purchase price is higher than the company’s fair value, 

https://quickbooks.intuit.com/r/accounting-money/understanding-asset-valuation/
https://quickbooks.intuit.com/r/accounting-money/understanding-asset-valuation/
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the acquiring company can explain so on its financial statements through goodwill. 

Only the acquiring company recognizes goodwill.”3 

In addition, since taking over, it has come to my attention that Titan Health is past due 
with many of its vendors, as well as with the City of Denver and the State of Colorado.  
In addition to 2 of its 3 landlords, Titan Health was past due with Waste Management, 
its trash company, from August of 2021, which had ceased provided trash services; its 
internet provider, which had disconnected its service, and General Air, which supplies 
Co2 and other critical grow supplies.  General Air had also ceased providing product 
and refused to provide service until its invoices were brough current. These are only the 
vendors that we are aware of.  A complete listing of vendors and a payable listing is 
other information that Titan and Kaweske has still failed to provide.   
 

As noted in the hearing, Titan Health is also severely delinquent on tax payments to 

various taxing authorities.  I am still in the process of determining the exact amount of 

taxes, penalties and interest owing by Titan Health. I received a notice from the 

Tweedleaf bookkeeper on June 21, 2022, that Titan is past due on it April 30, 2022 

Sales Tax payments.  After penalties and interest, the balance owing for jus this period 

is $18,232.00 (Exhibit 5). I just received the update total tax liability for Titan Health as 

of June 22, 2022 for both City of Denver Sales Tax ($150,746) and Sales and Excise 

tax due to the Colorado Dept of Revenue ($296,946.80), for a total owing of 

$447,692.80 (Exhibit 5).  

 

In telephone conversations with Kaweske and documents he provided, Kaweske has 

represented that his has delinquent taxes owed of approximately $1.0 million.  I am in 

the process of trying to quantify the exact amounts owing to all of the taxing authorities.  

This issue is material as it places the Titan Health licenses in jeopardy of being revoked.   

 

Thus, the sworn statement that Titan Health “…is a healthy company” and “…has no 

risk to its operations” is completely false and inconsistent with the facts.   

 

  

 
3 https://quickbooks.intuit.com/r/accounting-taxes/whats-business-goodwill-and-how-do-you-account-

for-it-in-your-books/ 
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Amounts Still Owing under APA 

The Receiver has provided Titan Health with a schedule of the amounts that are still 
due and owing under the APA and which still remain unpaid.  This schedule is attached 
at Exhibit 6.    
 
The first component relates to specific provisions of the APA, and includes prorations 
for utilities and vendors for which the Receiver paid the invoices which included post-
closing expenses.   This total is $1,542.61, before any interest.  The second category 
relates to excessive cultivation inventory on hand at the grow facility which Lifestream 
failed to sell in a reasonable period of time and contract to the Receivers direct direction 
to do so.  This inventory totals $156,992.00.  Titan failed to sell this inventory in hopes 
of taking possession at the time of closing instead of selling while still owned by the 
Receiver.  The Receiver and Kaweske have numerous discussions about this inventory, 
and Kaweske agreed to sell or to pay the Receiver as part of a post-closing adjustment.  
The third category relates to the security deposits on the leases specifically due to the 
Receiver/Seller at the time of closing.  The amount of these deposits totals $89,394.28. 
 
The total of these 3 categories totals $247,928.89.  These has not been any dispute on 
any of these amounts by Titan.  Only a failure to pay.   
 
The next category relates to the Management Contract with Lifestream Management.  
The current amount owing under the management contract is unknown and in dispute.  
We have had multiple email and telephone communications with the Tweedleaf/Titan 
accounting staff to attempt to clarify and reconcile the amounts owing.  I would note that 
during this time frame, we were forced to deal with at least 2 different people who we 
believed were the “Directors of Finance”, Rao Asghar and Eric Wilson.  We understand 
that both Mr. Wilson and Mr. Asghar are no longer employed by the Tweedleaf entities.  
We have asked for supporting documentation for the numbers and amounts 
represented by Titan Health.  We have yet to receive the necessary information to 
resolve these issues.  Examples of irregularities and issues include, but are not limited 
to, amounts claimed for grow Salaries and Wages that were the exact same every 
month from January to November 2020.  The same was true for Materials and Supplies.  
The monthly amounts were exactly the same in the 2020 Profit & Loss produced by 
Lifestream from January to November.  We have numerous      
 
At some point, the Receiver sent Titan Health an Excel Profit & Loss Statement derived 
from our QuickBooks file, which showed a loss for the year ending December 31, 2020 
of $($645,856.) (Exhibit 7).  On or around March 5th, 2021, the Receiver received a 
Profit & Loss Statement for 2020 by month (Exhibit 10) that had been revised by Titan 
Health suggesting that Lifestream Management was due $343,352.  Upon review of this 
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revised Profit & Loss, at least three items quickly became apparent that lead me to 
question the accuracy and reliability of the calculation: The profits sharing percentage 
represented for Lifestream Management was 60% and not the agreed upon amount of 
49.50%; as noted above, the monthly expense figures from January through November 
for the expense lines called “Materials & Supplies” and “Grow Salaries and Wages” had 
the exact same figure month after month for their respective lines which was peculiar 
and dramatically lower when compared to the actual monthly figures as presented in 
Exhibit 9; and since the Management Agreement was executed on May 21st, 2020, it 
was not appropriate to go back to the beginning of January 2020 in calculating any Profit 
Sharing Split.  On June 3, Titan revised its previous Profit & Loss statement, ignoring 
our previous issues, and only adjusting the split percentage from 60% to 50% (Exhibit 
11) and sent in invoice (Exhibit 12) in the amount of $286,127.00. 
 
I was also provided with financial statements for June 30, 2021 and March 31, 2022 by 
the members of Family Legacy, the 40% owner of Titan Health.  These financials were 
provided to Todd Miller by Mr. Kaweske.  The email and the financials for June 2021 
are attached at Exhibit 13.  The email and the financials for March 31, 2022 are attached 
at Exhibit 14.  Interestingly, the June 30, 2021 financials show a loss of ($79,617.22).  
Thus, this would further call into the question the accuracy and reliability of the claims 
of any management fees owed to Lifestream due to a profit-sharing arrangement.  
 
Various attempts were made to communicate and resolve these issues with Rao Ashgar 
and on or around early March of 2021 it came to our attention per conversations with a 
staff member within his accounting department that Rao was no longer with the 
company.  By the end of March 2021 a new Director of Finance was brought on board 
by the name of Eric Wilson and conversations started to begin with him regarding the 
Management Agreement’s Profit Sharing Split and other past due challenges.  In an 
effort to help bring Eric up to speed and to show him that there were no profits to share, 
we emailed Mr. Wilson the actual native QuickBooks file of Universal Herbs for his 
review (Exhibit 15).  In addition to providing the native QuickBooks file, we set up a 
conference call to further discuss these accounting issues.  On April 9th, 2021, Gary 
Schwartz, Bill Mellenthin, and Eric Wilson got on a conference call to discuss these 
issues.  Mr. Kaweske did not participate.  During the call Mr. Wilson stated that the 
swings and losses in the numbers did not make sense to him.   The meeting ended with 
Mr. Wilson stating that he would get back to us on the Profit Sharing Split after 
discussing with Mr.  Kaweske. 
 
On May 28, 2021, without any further communication on this issue, Mr. Wilson sent to 
us the revised and altered Titan Health Profit & Loss Statement (Exhibit 11) and an 
invoice (Exhibit 12).  This Revised Profit & Loss Statement still contained the same 
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issues: The profits sharing percentage represented for Lifestream Management was 
now 50%, not the agreed upon amount of 49.50%; the monthly expense figures from 
January through November for the expense lines called “Materials & Supplies” and 
“Grow Salaries and Wages” still had the same peculiar and exact same figures month 
after month as had been presented before; and the calculation still were made from 
January 2021 instead of the actual date of the Management Agreement. 

We again replied back via email on June 3, 2021 with our three concerns as described 
above and that we were happy to discuss the calculations as presented by their 
accounting professionals. That same day John Kaweske provided a bewildering reply 
that provided no further support, explanation, or resolution.  We have not heard anything 
since then.   

We never received any dispute or response from any of the issues related to the APA.  
I had numerous discussions with Mr. Kaweske about those defaults, but he always had 
an excuse or a promise that went unfulfilled.   

 
Transfer of Universal Herbs assets by Titan Health 
On May 20, 2022, I sent an email to Mr. Kaweske seeing his conferral for my 
appointment as Receiver.  In that email, which is attached at Exhibit 16, I strongly 
encouraged that he “…not take any actions that will impact the value of the collateral 
securing the Titan health notes to the Receivership.” 
 
The Receivership hearing was on Wednesday May 25, 2022, after receiving my email 
notice dated May 20, 2022.   
 
On May 24, 2022, Mr. Kaweske sent an email to the Grow Manager at 39th Street 
(Exhibit 17) in which he specifically directed Mr. Angello to “move all inventory from 
Titan to JW Colorado in tomorrow’s pickup from Dylan.”  Upon further investigation, I 
determined that Mr. Kaweske had directed the Grow Manager to ship virtually all of the 
finished product grown at the 39th Street Grow (now part of the Receivership estate), 
consisting of approximately 40 boxes weighing approximately 350 pounds of packaged 
flower, to Mr. Kaweske’s Trinidad facility (estimate value between $300,000 to 
$450,000).  Fortunately, I understand that the delivery person did not pick up the 
shipment on time due to an issue of nonpayment for his services.  As a result of the 
delay, I was able to stop the transfer/shipment and to retain that inventory.   
 
Also, on May 24, 2022, well aware of the impending Receivership hearing and contrary 
to my May 20, 2022 email, Mr. Kaweske and/or his Tweedleaf agents, directed the Grow 
Manager to ship various equipment and supplies to the Trinidad location (Exhibit 18).  
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This is yet another example of Mr. Kaweske’s willful actions to transfer and dissipate 
Titan Health assets to a Kaweske owned entity without adequate or any consideration.    
 
In addition to transferring and shipping Universal Herbs assets to his other locations 
and entities, I was provided with emails from Mr. Kaweske and other Tweedleaf 
employees to “disburse” other Universal Herbs equipment and assets to other Kaweske 
related entities after my May 20, 2022 email.  Exhibit 18 is an email from Kaweske to 
the grow Manager at 39th on May 22, 2022 to move “tables and other equipment and 
supplies” from the 39th St. Grow to Trinidad and Boulder.  
 
Having received my email on May 20, 2022 about preserving my collateral, Kaweske 
was developing a “Asset Movement Plan” to “…move all equipment from the facility.” 
(Exhibit 19). 

 

Production of Documents and Information from Titan Health 

There are still multiple items that I have requested that have yet to be produced by 
Kaweske and Titan Health.  Mr. Kaweske has been extremely combative and 
uncooperative, contrary to the requirements of the Receivership Order.  I have still yet 
to be provided with access to the Titan Health bank accounts and supporting documents 
and records.  The financials provided are inconsistent and unreliable.  The Titan Health 
operation accepted debit cards for retail transactions.  I have still not been provided with 
the reconciliation or information related to where these funds have been deposited.  
After my appointment, I was told that Kaweske sent Tweedleaf representatives to the 
Universal Herbs store to pick up the cash in the safes.  Fortunately, the pickup did not 
take place due to the receivership.   
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The Receivership work and the accounting review and analysis continues.  I reserve 
the right to amend this report and its conclusions should additional information become 
available.  

 

Very truly yours, 
 

GARY M. SCHWARTZ, CFE 
 
Gary M. Schwartz, CFE  
Receiver 

Universal Herbs / Titan Health 
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