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  Case No.:  17 CV 31274 

 

  Div.:  368 

In re the Receivership Estate of MYH 

And Concerning:  

399 Harrison Street, LLC; 420 Events, LLC; 5200 East 

43rd Avenue, LLC; 11975 East 40 th Avenue, LLC; 

ADG Herbal Wellness Center, Inc.; Alpine Herbal 

Wellness, LLC; Big Mouth Snacks, LLC; Canna Co, 

LLC; FL89, LLC; Frosted Leaf, LLC; Lightshade 

Productions, LLC; Serenity Moon Wellness Center, 

LLC; Straight River, LLC; Vape Tools, LLC; Walnut 

Associates, LLC; Endless Ammo, Inc. and all assets 

owned or controlled by the foregoing entities; Kelsy M. 

Yates; and Kiri A. Humphrey 

 

ORDER GRANTING IN PART THE CLAIM OF SUNBELT RENTALS WITH 

AN OFFSET  

 

This matter is before the Court on the claim submitted by Claimant Sunbelt 

Rentals, Inc.  The Court held a hearing on this claim on May 22, 2018.  No witness 

testimony was presented at the hearing.  However, counsel  presented argument and 

relied on briefing and exhibits submitted on the receiver’s motion to disallow Sunbelt’s 

claim, filed May 18, 2017.  The receiver also presented evidence of the time and fees 

incurred in responding to Sunbelt’s efforts to collect on the judgment through a 

charging order and writs of garnishment executed on FL89, LLC and Frost Leaf, LLC, 

two companies in the receivership.   

 

The Court has reviewed all of these records. The Court has also reviewed the 

public records in the underlying civil action in which Sunbelt obtained the judgment 

against 420 Events and Respondent Humphrey.  See case no. 16 CV 30588 (Denver 

Dist. Ct.). The Court has also reviewed the receiver’s first report and special report on 

claims filed April 21, 2017.  The receiver updated its report on this claim in a report 

filed Dec. 29, 2017, and Sunbelt filed a response to this updated report.   Upon 

consideration of all of this information, the entire file and the applicable authorities and 

the Court being sufficiently advised in the premises,  HEREBY ORDERS as follows: 

 

I. Background 

 

Sunbelt rented property to 420 Events for the 420 Rally in 2015.  After Sunbelt 

was not paid, it filed breach of contract and other claims against 420 Events, one of the 
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companies in receivership, and Respondent Humphrey, individually.  See action no 

16CV30588 (Denver Dist. Ct.).  On Oct. 24, 2016, the parties reached a stipulation for 

entry of judgment in the amount of $56,320.11 against 420 Events and Respondent 

Humphrey, individually.  In the receivership Sunbelt asserts a claim for this amount. 

 

In the Dec. 29, 2017 report and recommendation on Sunbelt’s claim, the receiver 

recommends allowing a portion of the claim as a pre-appointment, general unsecured 

claim.  However, the receiver seeks to offset against this claim, amounts that would not 

be recoverable against a receiver post-appointment such as attorney fees and costs of 

collection.  The receiver also seeks to offset against this claim the costs and fees that 

the receiver incurred in opposing Sunbelt’s collection efforts. 

 

Sunbelt opposes these offsets. Sunbelt first argues that it was not aware of the 

receivership until after it obtained it judgment, the charging order and writs of 

garnishment.  Sunbelt also argues that it was not pursuing assets in the receivership 

estate.  It maintains that it was pursuing amounts that were owed to Respondent 

Humphrey through the charging order and writs of garnishment. Sunbelt argues that the 

stay order and claims order entered in the receivership were not violated because  it was 

not pursuing assets in receivership.   

 

II. Analysis 

 

A. Sunbelt’s Knowledge about the Receivership and Stay Orders  

 

The Court finds that when Sunbelt initially obtained the judgment and sought the 

charging order and writs of garnishment it was unaware of the receivership and the need 

to present a claim.  A review of the record in case no. 16 CV 30588 reveals that Sunbelt 

obtained the judgment on Oct. 24, 2016 and sought the writs of garnishment and 

charging order in early November 2016.   

 

The receiver was appointed on Sept. 19, 2016. In the order appointing the 

receiver, the Court stayed all actions pending against entities in receivership.  See 

9/19/16 Order Appointing Receiver, at ¶ 16.  Furthermore, the claims order entered in 

the receivership action requires that all actions that have not  been reduced to final 

judgment or subject to final disposition shall be dismissed and the claim shall be 

handled in the receivership.  See 12/27/16 Amended Order to Present and File Claims, 

at ¶ 15.   

 

The Court has reviewed the correspondence between Sunbelt’s counsel and 

counsel for FL89 and Frosted Leaf.  See ex. A to Sunbelt’s 6/2/17 response to the 

receiver’s motion to disallow Sunbelt’s claim. These emails demonstrate that Sunbelt 

was not aware until Dec. 9, 2016 about receivership.  On that date, counsel for the 

companies in receivership informed counsel for Sunbelt about the receivership and 

facilitated contact with Richard Block, the receiver’s president.  
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Based on this sequence of events the Court finds that when Sunbelt obtained the 

judgment on Oct. 24, 2016 and initially started collection efforts in November 2016 it 

was unaware of the receivership and the stay.  Therefore, these actions were not in 

violation of the stay order or claims order.   

 

However, the Court finds that any collection efforts that Sunbelt pursued after 

this date that involved the receiver violated the stay.  The Court rejects Sunbelt’s 

argument that it was pursuing Respondent Humphrey individually.  This argument is 

discussed next. 

 

B. Sunbelt was Proceeding against Assets in the Receivership 

 

On Jan. 21, 2017, Sunbelt filed a claim in the receivership for $56,320.11.  Two 

days later, on Jan. 23, 2017, in the underlying action, Sunbelt filed a motion for a 

forthwith hearing.  See case no. 16 CV 30588 (Denver Dist. Ct.).  Sunbelt sought a 

hearing to address the charging order and writs of garnishment.   In this motion, Sunbelt 

argued that the receiver must honor the charging order and writs of garnishment issued 

to the companies in receivership.  Sunbelt argues that these collection efforts did not 

violate the stay order or claims order because it was proceeding against monies owed to 

Respondent Humphrey individually.  It argues that it was not proceeding against assets 

in receivership.  The Court disagrees.  

 

While the payments sought may have been owed to Respondent Humphrey 

individually, the collection efforts involved assets of the receivership.  Also, the 

judgment sought to be collected through these efforts was a debt of a company in 

receivership.  Under these circumstances the Court is not persuaded that these 

collection efforts can be viewed as directed at only assets of Respondent Humphrey 

individually.  The Court finds that the collection efforts implicated important interests 

the receivership.  

 

First, the collection efforts required the receiver to respond to the charging 

orders and writs of garnishment.  These efforts diverted the receiver away from 

managing the assets and debts in the receivership.  The purpose of the receivership is to 

preserve assets in receivership, liquidate claims and create a process for the orderly 

payment of these claims.  These collection efforts interfered with this process.  

 

Second, these collection efforts had the potential to give Sunbelt a preference in 

the payment of its claim.  Through these collection efforts it sought to satisfy a debt of 

a company in the receivership with funds coming out of other companies in the 

receivership.  The charging order and writs of garnishment sought funds held by FL89 

and Frosted Leaf.  Both of these companies and their assets are in the receivership.  

These collection efforts are a way for Sunbelt to collect on a debt in the receivership 

while recovering funds in the receivership.  Therefore, the Court finds that these 

collection efforts are directed at assets in the receivership. 
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III. Offset Against Sunbelt’s Claim 

 

The Court finds that the receiver has demonstrated equitable grounds for 

applying an offset to Sunbelt’s claim.  The receiver no longer seeks to disallow 

Sunbelt’s claim.  The Court agrees that this remedy would not be appropriate.  Sunbelt 

has a valid claim for services and equipment rented to 420 Events.  It obtained a 

judgment and commenced collection efforts before it knew about the stay order or the 

claims order.  

 

However, any costs incurred by the receiver in opposing these collection efforts 

after Sunbelt knew about the receivership may be offset against the claim.  At the 

hearing held May 22, 2018, receiver provided evidence that it incurred costs and 

attorney fees in the total amount of $8,051.50.  This amount is comprised of $5,967.50 

for the receiver’s time in dealing with Sunbelt’s collection efforts and $2,084  in 

attorney fees.  The Court has reviewed the billing records supporting these fees and 

costs. The Court finds that the amount of time spent by the receiver and counsel for the 

receiver in handling these collection efforts was reasonable and necessary.  Their hourly 

rates are also customary and reasonable for this type of work.  Therefore, the Court 

finds that these fees and costs were reasonably incurred in responding to Sunbelt’s 

collection efforts.  The Court will allow the total amount of $8,051.50 as an offset 

against Sunbelt’s claim. 

 

Sunbelt submitted a claim for $56,320.11. This claim is reduced by the offset of 

$8,051.50 for a total allowed claim of $48,268.61. 

  

Accordingly, IT IS ORDERED THAT: Sunbelt Rental LLC’s claim is allowed in 

the amount of $48,268.61. This claim is a pre-appointment, general, unsecured claim. 

 

So ordered and dated this 31st day of January 2019. 

 

BY THE COURT: 

       
              

      Andrew P. McCallin 

      District Judge 

 

 


