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IN THE UNITED STATES DISTRICT COURT 

FOR THE NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION  

SECURITIES AND EXCHANGE 

COMMISION, 

 

 

 Plaintiffs, 

 

v. 

 

W. NEIL “DOC” GALLAGHER, 

GALLAGHER FINANCIAL GROUP, 

INC., and W. NEIL GALLAGHER, 

Ph.D AGENCY, INC. 

 

 Defendants. 

§ 

§ 
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§ 
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§ 
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Case No. 3:19-cv-575-C 

 

RECEIVER’S INITIAL STATUS REPORT AND FIRST QUARTERLY REPORT 

Cortney C. Thomas, as the court-appointed Receiver in the above-referenced case, submits 

the following 30-day status report and first quarterly status report pursuant to this Court’s Order 

Appointing Receiver [Dkt. 14] (the “Receivership Order” or “RO”).1   

Pursuant to the Receivership Order, the Receiver is directed to submit an initial status 

report to the Court within thirty days of his appointment.  RO ¶ 51  He is also directed to submit 

quarterly status reports within thirty days of the end of each calendar quarter.  Id. ¶ 52.  Because 

the first thirty days of the Receivership (March 8–April 7) includes the end of the first calendar 

quarter of 2019, and in the interests of efficiency and economy, the Receiver files these initial 

reports together. 

In terms of the initial thirty-day status report, the Receivership Order directs the Receiver 

to include a summary of receivership activities to date, as well as a proposed plan for administering 

the Receivership going forward, and a proposed deadline to submit a Liquidation Plan.  RO ¶ 51.  

                                                 
1 The Receiver requests the Court to take judicial notice of the pleadings on file in this lawsuit. 
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As to the quarterly status reports, the Receiver is directed to state, to the best of his knowledge as 

of the period covered by the report, the existence, value, and location of all Receivership Property, 

and of the extent of liabilities, both those claimed to exist by others and those the Receiver believes 

to be legal obligations of the Receivership Estate.  Id. ¶ 52.  More specifically, paragraph 52 of the 

Receivership Order states: 

“The Quarterly Status Report shall contain the following: 

A. A summary of the operations of the Receiver; 

B. The amount of cash any other currency on hand, the amount and nature of accrued 

administrative expenses, and the amount of unencumbered funds in the estate; 

C. A schedule of all the Receiver’s receipts and disbursements (attached as Exhibit A 

to the Quarterly Status Report), with one column for the quarterly period covered 

and a second column for the entire duration of the receivership; 

D. A description of all known Receivership Property, including approximate or actual 

valuations, anticipated or proposed dispositions, and reasons for retaining assets 

where no disposition is intended;  

E. A description of liquidated and unliquidated claims held by the Receivership Estate, 

including the need for forensic and/or investigatory resources; approximate 

valuations of claims; and anticipated or proposed methods of enforcing such claims 

(including likelihood of success in; (i) reducing the claims to judgment; and, (ii) 

collecting such judgments); 

F. A list of all known creditors with their addresses and the amounts of their claims; 

G. The status of Creditor Claims Proceedings, after such proceedings have been 

commenced; and  

H. The Receiver’s recommendations for a continuation or discontinuation of the 

receivership and the reasons for the recommendations.”   

I. SUMMARY OF THE OPERATIONS OF THE RECEIVER AND DESCRIPTION 

OF KNOWN RECEIVERSHIP PROPERTY AND CLAIMS HELD BY THE 

RECEIVERSHIP ESTATE 

A. SUMMARY OF SEC ALLEGATIONS AND STATUS OF PROCEEDINGS 

On March 7, 2019, the SEC filed its Complaint [Dkt. 1] against Defendants Gallagher 

Financial Group, Inc. (“Gallagher Financial”), W. Neil Gallagher, Ph.D, Agency, Inc. (“Gallagher 

Agency”), and W. Neil “Doc” Gallagher (“Mr. Gallagher”).  Among other things, the SEC alleges 
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that since December 2014 alone, Defendants have raised between $19.6 million and $29.2 million 

from at least sixty investors in Gallagher Financial’s Diversified Growth and Income Strategy 

Account (the “DGI Account”).  Compl. ¶¶ 1-3.  The SEC alleges that of these millions invested, 

as of January 31, 2019, bank accounts controlled by Defendants held a combined balance of 

$821,951. 

On March 8, 2019, the Court entered a Temporary Restraining Order [Dkt. 12], which 

froze Defendants’ assets.  The parties have since agreed to the entrance of an Agreed Preliminary 

Injunction [Dkts. 28 &29].   

B. FIRST DAY 

On the morning of March 8, 2019, the Court also entered the Receivership Order.  That 

afternoon, the Receiver and several members of his team participated in a coordinated effort to 

take control of assets belonging to the Receivership estates (the “Receivership Assets”) at multiple 

properties held by Defendants Gallagher Financial, Gallagher Agency, and Mr. Gallagher.  First, 

a group including the Receiver, one of his lawyers, several members of local law enforcement, a 

handful of attorneys for the SEC, an IT specialist, a process server, and a locksmith entered the 

Hurst office of Gallagher Financial at 1845 Precinct Line Rd., Suite 215, Hurst, Texas 76054 (the 

“Hurst Office”).  At approximately the same time, another of the Receiver’s attorneys and a private 

security member of the Receiver’s team entered the Dallas office of Gallagher Financial at 4100 

Spring Valley Rd, Suite 280, Dallas, Texas 75244 (the “Dallas Office”).  Another member of the 

Receiver’s team stationed himself outside of Doc Gallagher’s personal residence on Thornhaven 

Ct., North Richland Hills, Texas 76182 (the “Personal Residence”).  A final member of the 

Receiver’s team travelled to Defendant Gallagher’s vacation home at 201 Alpine Bend Rd, Holly 
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Lake Ranch, Texas 75765 (the “Lakehouse”) to meet a locksmith.  Each location is dealt with in 

turn: 

1. Hurst Office. 

Donna Cooper, an employee of Gallagher Financial, was serving as receptionist at the 

Hurst Office.  Mr. Gallagher’s assistant, Crystal Stokes, was the only other employee in the office 

that afternoon.  The Receiver introduced himself to Ms. Cooper, and then to Ms. Stokes.  The 

Receiver, the process server, and an attorney for the SEC followed Ms. Stokes towards Mr. 

Gallagher’s office.  They were met in route by Mr. Gallagher, who was promptly served with a 

copy of the SEC’s Complaint, the Court’s Temporary Restraining Order [Dkt. 12], and the 

Receivership Order.  Each government official and the Receiver and his team introduced 

themselves to Mr. Gallagher.  It was apparent Mr. Gallagher was surprised by the Receivership 

Order and the presence of the individuals at the Hurst Office.  

Mr. Gallagher was instructed to stay away from his computer (though he stated he did not 

have one, and later employee interviews confirmed that was the case) and surrender his cell phone 

to the Receiver.  Other than calls by Mr. Gallagher to different attorneys, the Receiver maintained 

possession of Mr. Gallagher’s cell phone at all times. 

The Receivership Order was explained to Mr. Gallagher, and he was given the opportunity 

to ask any questions about the Receivership.  Mr. Gallagher initially refused to answer any 

questions from the Receiver without the presence of an attorney.  He made multiple attempts to 

contact several attorneys.  When he finally reached one of these attorneys, Mr. Gallagher was 

advised by the attorney to cooperate with the Receiver and answer questions regarding the assets 

of the Defendants.  Mr. Gallagher was hesitant to provide information regarding any assets.  By 

and large, he would deny the existence of assets, and then only confirm the existence of specific 
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assets when those assets were first identified by the Receiver or SEC attorneys.  Since that initial 

interview, the Receiver has confirmed that Mr. Gallagher was not truthful regarding several 

categories of assets.  The Receiver has attempted to arrange a follow-up interview with Mr. 

Gallagher to give him the opportunity to correct his prior misrepresentations and aid the Receiver 

in potentially locating additional assets belonging to the Receivership Estate.  However, to date, 

such efforts have been rebuffed by counsel for Mr. Gallagher.  Neither have Defendants filed the 

sworn statement identifying Receivership Property prescribed in ¶ 9 of the Receivership Order, 

the sworn statement and accounting providing additional detail prescribed in ¶ 10 of the 

Receivership Order, nor Defendants’ federal income tax returns for 2014-2018, as prescribed in 

¶ 11 of the Receivership Order. 

Ms. Cooper and Ms. Stokes were interviewed by the Receiver’s attorney and SEC attorneys 

regarding their roles in the Defendants’ operations.  With the Receiver’s permission, Ms. Cooper 

and Ms. Stokes packed up some personal belongings and left the office.  Mr. Gallagher’s oldest 

son, Mitch Gallagher was also in the office and was interviewed by representatives of the Receiver, 

as well as attorneys with the SEC.  Eventually, Matthew Gallagher, who also worked at Gallagher 

Financial and is the son of Mr. Gallagher, arrived at the Hurst Office and was also interviewed by 

representatives of the Receiver and SEC.  

The Receiver and his team attempted to locate an accounting system in the Hurst Office.  

However, Gallagher Financial employees confirmed that no accounting system existed.  The 

accounting records for the DGI Account appear to have been created on an ad hoc and possibly 

fraudulent basis. 

IT specialist on the Receiver’s team began inventorying the computers in the office.  The 

IT specialist also blocked all incoming or outgoing digital traffic at the Hurst Office’s servers. 
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The locksmith changed the locks so that only the Receiver and building management would 

be able to access the office premises.  The locksmith also changed the locks to other suites on the 

South side of the building, which were also leased to Mr. Gallagher and used largely for storage.  

After the interview of Mr. Gallagher was complete, Mr. Gallagher decided to leave the 

offices.  At that time, the Receiver, all members of his team, and all members of the SEC team left 

as well.  The Receiver was given the new keys to the office by the Locksmith, and the Receiver 

ensured the office was locked and secured.  The Receiver explained to Gallagher that pursuant to 

the Receivership Order, the Hurst Office was now under the control of the Receiver. 

Upon arriving downstairs, Mr. Gallagher was arrested by members of the Hurst police 

department.   

2. Dallas Office. 

Gallagher Financial also maintained a smaller Dallas Office.  In conjunction with the 

entrance to the Hurst Office, another of the Receiver’s attorneys and a security member of the 

Receiver’s team entered and took control of the Dallas Office.  No employees were present at the 

office.  The Receiver’s attorney took possession of a laptop computer at the office.  The building 

manager changed the locks in both the office and two other smaller suites on the sixth floor (Suites 

624 & 629), so that only management and the Receiver would be able to access the office premises.  

The Receiver’s attorney then left the Dallas Office to join the rest of the team at the Hurst Office. 

3. Personal Residence. 

After Mr. Gallagher’s arrest at the Hurst Office, the Receiver, his attorneys, and members 

of the SEC team drove to Mr. Gallagher’s personal residence in North Richland Hills, where they 

met additional members of law enforcement.  At the home, the Receiver met Mr. Gallagher’s wife 

and granddaughter, as well as his son Mitch Gallagher, who had also been present at the Hurst 
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Office earlier that afternoon.  Mrs. Gallagher and Mitch Gallagher cooperated with the Receiver 

and allowed the Receiver and his team to search the residence for any valuable assets belonging 

to Mr. Gallagher.2  While the Receiver’s team searched for assets and other business-related 

documentation, the Receiver interviewed Mrs. Gallagher and Mitch Gallagher, who cooperated 

fully with the Receiver.  After the search of the Personal Residence was complete, the Receiver 

left a copy of the Receivership Order with Mrs. Gallagher and instructed her that pursuant to the 

Order, she was not allowed to dispose of any of Mr. Gallagher’s assets.  The Receiver then returned 

to the Hurst Office and gathered the cash that had been located through the course of the day. 

4. Lakehouse. 

A member of the Receiver’s team also travelled to Mr. Gallagher’s Lakehouse in East 

Texas, where he met a locksmith.  The locksmith had the locks changed so that only the Receiver 

would be able to access the property. 

5. Other First Day Activities. 

While the seizure of the Gallagher Financial offices was occurring, the SEC staff in Fort 

Worth, Texas sent copies of the freeze orders entered by the Court to any and all financial 

institutions in which the SEC believed Defendants had accounts so the accounts would be frozen.  

The Receiver also later notified the financial institutions of the Receivership Order.   

After visiting the Personal Residence, the Receiver returned to the Hurst Office to inspect 

the additional suites Mr. Gallagher kept as storage on the South side of the building, as well as 

certain portions of the Gallagher Financial offices he had not previously visited.  These spaces in 

particular were in varying states of disarray and disorder.  Over a decade of business records and 

unopened mail are scattered and stacked randomly throughout the office and the additional suites 

                                                 
2 The residence appears to be titled in Mrs. Gallagher’s sole name. 
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(which together total approximately 10,000 square feet).  Photos depicting these spaces—and the 

challenges the Receiver faces in vacating these spaces and preserving necessary evidence—are 

attached hereto as Exhibit B. 

C. OTHER FIRST MONTH ACTIVITIES OF THE RECEIVER 

During the remainder of the first thirty days, the Receiver and his attorneys have also 

engaged in the following:  

Establishment of National Jurisdiction for Recovery of Receivership Assets.   Pursuant to 

28 U.S.C. § 754,3 within ten days of his appointment, the Receiver filed the Complaint and the 

Receivership Order in 12 judicial districts in which Receivership Assets or Receivership Records 

may exist.  The Receiver also filed the pleadings in the districts in which investors or recipients of 

investor funds were known to reside. 

Establishment of Receivership Website.   The Receiver obtained the administrative 

credentials for Gallagher Financial’s website, www.gallagherfg.com (the “Receivership 

Website”), and replaced the content with information about the Receivership.  The Receivership 

Website will enable the Receiver to quickly, inexpensively, and broadly convey information 

regarding the Receivership.  The Receiver has and will continue to update the website periodically 

as the Receivership progresses, including posting a summary of this Report on the website.  The 

Receiver intends to post links to any professional auctions of personal property to be sold, or 

photographs of personal property to be sold by the Receiver on the website.   In addition, the 

                                                 
3 A “receiver shall, within ten days after the entry of his order of appointment, file copies of the complaint 

and such order of appointment in the district court for each district in which property is located. The failure 

to file such copies in any district shall divest the receiver of jurisdiction and control over all such property 

in that district.”  28 U.S.C. § 754. 
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Receiver’s staff was able to take control of or shut down each of the other websites used by the 

Defendants, as well as Defendants’ various social media accounts. 

Employment of Professionals.  The Receivership Order authorizes the Receiver to “solicit 

persons and entities . . . to assist him in carrying out the duties and responsibilities described in 

th[e] Order,” but requires that the Receiver first obtain Court approval authorizing any such 

engagement.  RO ¶ 56.   Accordingly, upon being informed of his appointment as Receiver, the 

Receiver obtained leave from this Court to engage the services of the law firm of Scheef & Stone, 

L.L.P. to serve as counsel to the Receiver.  Scheef & Stone, L.L.P. has extensive experience in 

federal receiverships.  The Receiver also obtained leave from this Court to engage the services of 

the accounting firm of W.D. Brown & Associates, PLLC of Dallas, Texas.  William D. Brown, 

JD, CPA of W.D. Brown & Associates has extensive experience in forensic accounting.4  The 

receiver also obtained leave from this Court to engage the services of On-Target Supplies & 

Logistics to secure and begin an inventory and analysis of the two business locations, take control 

over Defendants’ websites, and maintain the Receivership Website.  To date, no payments have 

been made to the Receiver or any of the professionals retained by the Receiver for the services 

rendered.   

Interviews.  In the days and weeks following March 8, the Receiver interviewed the 

following individuals who worked at the Hurst Office: Matthew Gallagher, Rosie Escobar, Steve 

Feeken, Jackie Lankton, Crystal Stokes, Donna Cooper, and Joe Kosek.  The Receiver and his 

attorneys have also interviewed (both in person and via telephone) various individuals connected 

with the Defendants. 

                                                 
4 The Receiver’s accountant has already filed necessary extensions with the IRS for Gallagher Financial 

and Gallagher Agency’s tax returns, which were otherwise due on March 15, 2019, so as to negate the 

imposition of penalties for late returns. 

                                                                                         
 Case 3:19-cv-00575-C   Document 30   Filed 04/07/19    Page 9 of 17   PageID 439



RECEIVER’S FIRST QUARTERLY REPORT – Page 10 

Photographic Inventories.  The Receiver and his team also took extensive photographic 

inventories of the contents of the Hurst Office, the Dallas Office, and the Lake House, as well as 

three storage units maintained by Mr. Gallagher: a U-Haul storage unit near the Hurst Office, a 

Public Storage unit near the Hurst Office, and a privately-owned storage unit near the Lakehouse.5  

Mr. Gallagher’s offices and storage facilities were in various states of disarray.  Gallagher 

Financial’s employees confirmed that Mr. Gallagher is very disorganized and that his offices have 

always been in such a state. 

Freeze Letters and Requests for Information.  The Receiver and his attorneys have sent 

dozens of letters asking individuals and entities to turn over any assets belonging to the Defendants 

and to send requested information or documents relevant to the Receiver’s investigation. 

Other Miscellaneous Activities.  Among other things, the Receiver and his team have also 

(1) ensured the cessation of Gallagher’s advertisements and radio programs, (2) secured access to 

his bank records, (3) sent letters to the list of potential DGI Account investors identified by the 

SEC, (4) spoken with dozens of investors, (5) ensured forwarding of all U.S. Mail, (6) filed tax 

extension forms on behalf of Gallagher Financial and Gallagher Agency with the IRS, (7) 

inspected Mr. Gallagher’s personal locker at Lifetime Fitness, (8) coordinated the imaging and 

return of Defendants’ computers through the SEC’s contractor, (9) met with a locksmith to open 

Mr. Gallagher’s safe, and (10) coordinated the transfer of utilities into the Receiver’s name.  The 

Receiver has also begun the process of identifying potential third-party claims and other sources 

of recovery. 

D. RECOVERY OF MONIES IN BANK ACCOUNTS/INVESTMENT FUNDS 

                                                 
5 The storage units contain old investor files (largely dated over ten years ago) and old office furniture.  The 

Receiver anticipates asking for the Court’s permission to abandon the contents of these facilities. 
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The following monies were located in accounts owned or controlled by the Defendants, 

and as required by the Receivership Order, turned over to the Receiver: 

Ciera Bank       $642,810.05 

 Independent Bank      $174,192.03 

 Wells Fargo           $6,519.666 

 JP Morgan Chase Bank     $82,211.42 

 BTH Bank       $1,517.41 

 Folio Investments      $53,771.54 

 T. Rowe Price / BNY      $4,219.65 

 TD Ameritrade      $3,002.42 

 Allianz        $41.96 

 Cash        $4,726.00 

        Total: $973,012.14 

E. OTHER RECOVERIES TO DATE 

Return of retainers.  As part of his investigation, the Receiver discovered that certain law 

firms were holding funds in trust accounts for the benefit of Defendants.  Upon the Receiver’s 

request, the law firms of Murphy Mahon Keffler & Farrier, LLP ($25,010) and Griffith, Jay & 

Michel, LLP ($6,481.90) have already returned the amounts that remained in their firms’ trust 

accounts.  Others have indicated that they have or will be remitting checks to the Receiver. 

                                                 
6 Certain amounts remain on deposit in the Wells Fargo account ($4,031.80 as of the date of this Report).  

Wells Fargo has taken the position that these funds are social security payments deposited within the last 

60 days that are not subject to the Receivership Order.  The Receiver is hopeful this issue will be resolved 

and these funds released in the near future. 
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Return of funds from publisher.  The Receiver has also discovered that Gallagher Agency 

had an on-hand balance of $2,581.25 at a book publisher, M Brown Books Publishing LLC.7  These 

funds have been deposited in the Receiver’s account. 

Refund from Farmer’s Insurance.   The Receiver also discovered a $210.18 check to Mr. 

Gallagher from Farmer’s Insurance as a “Refund” and deposited this check in the Receivership 

Bank Account.  

F. OTHER SOURCES OF RECOVERY AND IDENTIFIED ASSETS 

Based on the information now known by the Receiver, the Receiver believes the following 

assets may be additional sources of recovery for the receivership: 

Vehicle.  The Receiver has taken possession of the 2015 Cadillac SRX that was being 

driven by Mr. Gallagher.  The vehicle is owned free and clear and appears to be worth between 

$14,797 and $20,461 according to Kelley Blue Book.  The Receiver intends to sell the Cadillac 

SRX pursuant to the procedures approved by the Court.   

Gold and Silver.  While inspecting the Hurst Office, the Receiver discovered various gold 

and silver coinage in various locations.  Based upon receipts located with the coins, it appears Mr. 

Gallagher spent over $6,000 on these items.  The Receiver intends to sell these coins pursuant to 

the procedures approved by the Court. 

Interests, Investments, and Loans in Private Companies.  The Receiver has also identified 

various interests, investments, and loans involving three private companies: Hoverink, Hopkins 

Mining, and Ventura Sports.  The value of these interests is unknown at this time. 

                                                 
7 M Brown Books Publishing is currently owed $541.60 relating to four of Mr. Gallagher’s published titles 

and is thus a potential creditor of the Receivership Estates. 
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Lakehouse.  The Receiver has been informed by multiple sources that the Lakehouse is 

subject to a reverse mortgage and that there is little, if any, equity in the property.  To date, the 

Receiver has been unable to locate the mortgage documentation in Defendants’ files.  The 

Receiver’s investigation is ongoing.8 

Recovery of False Profits.  To the extent any investor in the DGI Account received monies 

in excess of their principal investment, the Receiver may seek the return of those “false profits.”  

The law provides that false profits received from a Ponzi scheme are required to be turned over to 

a Receiver.  Scholes v. Lehman, 56 F.3d 750, 757-58 (7th Cir. 1995), cert. denied, sub. nom., 

African Enter., Inc. v. Scholes, 516 U.S. 1028 (1995); In re United Energy Corp., 944 F.2d 589, 

596 (9th Cir. 1991). 

Fraudulent Transfer Claims.  Based upon the forensic accounting to be conducted by the 

Receiver’s accountant, the Receiver will evaluate the disposition of investor funds to determine 

whether he has a valid fraudulent conveyance claim against the recipient of the funds. The Receiver 

will also evaluate the potential defenses, whether each transfer of funds was exchanged in good 

faith and for reasonably equivalent value, in advance of pursuing these claims. 

Potential Damages Claims.  The Receiver is investigating the role of other persons and 

entities associated with Gallagher Financial, Gallagher Agency, and Mr. Gallagher. 

Other Identified Assets.  The Receiver has also identified other miscellaneous assets, 

including various office furniture and electronics that are believed to be of minimal value,9 a 

medium-sized safe that did not contain any valuables (but has some resale value of its own), a 

                                                 
8 The Lakehouse is only partially furnished.  The limited personal property located in the Lakehouse appears 

to be of minimal value. 

9 In order to avoid the receivership incurring additional rent for Hurst and Dallas offices, the Receiver plans 

to vacate the offices and have the the contents placed in a storage warehouse. 
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collector’s edition Montblanc pen, and certain collectibles and other memorabilia with presently 

unknown value (such as signed baseballs).10   

G. FORENSIC ACCOUNTING 

The Receiver took possession of all documents and computers in the Hurst and Dallas 

office.  In addition, the Receiver obtained bank records regarding the Defendants.  The Receiver’s 

accounting firm has begun the process of reviewing the bank records and using such records to 

prepare a forensic accounting tracing the disposition of the investors’ monies.11  It is anticipated 

that the Receiver’s accounting firm will complete the forensic audit during the Second Quarter of 

2019.  

II.  AMOUNT OF CASH ON HAND AND ACCRUED ADMINISTRATIVE EXPENSES 

To administer the receipt and disposition of monies in the receivership, the Receiver 

opened receivership accounts at Veritex Bank.  As of April 7, 2019, the balance held in the 

receivership accounts at Veritex Bank is $1,000,813.57.  No receivership fees or expenses have 

been paid to date.  A schedule of all the Receiver’s receipts and disbursements is attached hereto 

as Exhibit A.  

The Receivership Order specifies that fees and costs for the Receivership are capped at 

$50,000 during the initial 30-day period of the receivership.  RO ¶ 51.  Despite this cap, the 

Receiver and his retained professionals have sought to accomplish all essential work required to 

perform the Receiver’s mandate (or assist with it), with the understanding that they would not ask 

for or receive payment for work exceeding the fee cap.  The Receiver’s first fee application, which 

                                                 
10 Communications with investors, Gallagher Financial employees, and Mr. Gallagher’s family members 

have confirmed that he did not appear to live extravagantly.  For example, the Receiver has not located any 

valuable watches or jewelry owned by Mr. Gallagher. 

11 Notably, the Defendants appear to not have used any electronic (or other) accounting system, and thus 

bank records will be used to create the forensic accounting. 
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will list these fees and expenses in greater detail, will be filed within the deadlines provided by the 

Receivership Order.    

III.  INVESTORS AND CREDITORS CLAIMS 

A. INVESTORS 

On March 18, 2019, the Receiver sent letters to 161 investors who had previously been 

identified by the SEC as potential investors in the DGI Account.  The letters also included a request 

for information.  This letter and request for information were also posted to the Receivership 

Website.  Dozens of the investors have already completed the information forms, which the 

Receiver continues to receive on a daily basis.  Because of the disorganized and scattered nature 

of the records in the Hurst Office, as well as the likelihood that there are individuals who invested 

in the DGI Account prior to December 2014,12 the Receiver is still in the process of identifying 

potential investors in the DGI Account.   

B.  OTHER CREDITORS 

In addition to investors, the Receiver has begun the process of identifying other creditors 

of Defendants.  While the Receiver’s efforts to date have focused primarily upon identifying 

investors and assets, several creditors have already been identified, and the Receiver anticipates 

receiving additional creditor claims.  The Receiver’s distribution plan will address the proposed 

treatment of creditors.  Creditor Claims Proceedings have not yet begun.   

 

 

 

                                                 
12 The Receiver has had contact with many additional investors who invested in the DGI Account prior to 

December 2014, several of whom invested in 2010 or 2011. 
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IV. PROPOSED PLAN FOR ADMINISTERING THE RECEIVERSHIP 

The next immediate steps for administration of the Receivership are (1) performing a 

forensic accounting of Defendants’ bank accounts and (2) completing the identification of 

investors in the DGI Account. 

The forensic accounting will greatly aid the Receiver in determining whether Mr. Gallagher 

has other assets that have not yet been discovered.  Because the Receiver has had limited 

opportunities to communicate with Mr. Gallagher to date (and he was not truthful during their one 

meeting), the forensic accounting may be the best means of determining where investor monies 

flowed.  The Receiver has personally spoken with dozens of investors who have agreed that the 

forensic accounting is necessary, even if it ultimately results in smaller distributions to the 

investors, because of the chance that Defendants have attempted to hide or shield assets.  The 

forensic accounting is also likely to provide substantial benefit in terms of potential fraudulent 

transfer and damages actions, which—absent the discovery of substantial unknown assets—is the 

most likely source of a larger recovery to the investors.  The Receiver’s attorneys have agreed to 

consider a separate contingency engagement (subject to court approval) involving these claims. 

As to identifying DGI investors, th 

e Receiver plans to locate effected persons through (1) the SEC’s initial list of investors, 

(2) Defendant’s bank records (as part of the forensic accounting), (3) Gallagher Financial’s DGI 

investor files, and (4) investor information forms.  Once the corpus of investors has been identified, 

the Receiver (subject to Court approval) will institute a claims process to gather and vet investor 

claims. 
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The Receiver anticipates completing the process of identifying potential investors (as well 

as the forensic accounting) during the Second or Third Quarter of 2019.  The Receiver anticipates 

submitting an initial Liquidation Plan by the end of 2019 or in early 2020. 

V. RECOMMENDATION FOR CONTINUATION OF RECEIVERSHIP 

This is the first report from the Receiver and as such there is a lot of work remaining for 

the Receiver to do in this case, including selling assets, recovering fraudulent conveyances, 

investigating damages claims against third parties, administering the investor and creditor claims, 

and making distributions pursuant to a distribution plan to be approved by the Court.  Accordingly, 

the Receiver recommends that the Receivership continue.   

 

Respectfully submitted April 7, 2019. 

RECEIVER CORTNEY C. THOMAS 

/s/ Cortney C. Thomas    

Cortney C. Thomas 

   State Bar No. 24075153 

   cort@brownfoxlaw.com 

Brown Fox PLLC 

8111 Preston Road, Suite 300 

Dallas, Texas 75225 

Telephone: (214) 327-5000 

Fax: (214) 327-5001 

 

 

 

 

 

 

CERTIFICATE OF SERVICE 

Pursuant to Fed. R. Civ. P. 5(d)(1)(B), as amended, no certificate of service is necessary 

because this Report is being filed with the Court’s electronic-filing system. 
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Gallagher Financial 

Cash Accounting Summary 

March 8, 2019 through April 7, 2019 

 

 

Cash Receipts 

 

3/15/2019 

 

TD Ameritrade [Wire 

 

$1,001.28 

 

3/15/2019 

 

TD Ameritrade [Wire] 

 

$2,001.14 

 

3/15/2019 

 

T. Rowe Price / Bank of New York [Wire] 

 

$4,219.65 

 

3/15/2019 

 

Ciera Bank [Wire] 

 

$642,810.05 

 

3/20/2019 

 

JP Morgan Chase Bank [Wire] 

 

$1,080.87 

 

3/20/2019 

 

JP Morgan Chase Bank [Wire] 

 

$81,130.55 

 

3/27/2019 

 

Wells Fargo [Check] 

 

 

$6,519.66 

3/27/2019 Murphy Mahon Keffler & Farrier, LLP [Check] 

 

$25,010.00 

3/27/2019 M Brown Books Publishing [Check] $2,581.25 

 

3/27/2019 

 

BTH Bank [Wire] 

 

$1,517.41 

 

4/1/2019 

 

Independent Bank [Check] 

 

$174,192.03 

 

4/1/2019 

 

Cash Deposit 

 

$4,726.00 

 

4/1/2019 

 

Farmer’s Insurance [Check]  

 

210.18 

 

4/1/2019 

 

Folio [Wire] 

 

$53,771.54 

 

4/1/2019 

 

Allianz 

 

$41.96 

  

Total Receipts 

 

 

$1,000,813.57 

 

Cash Disbursements 

 

 None to date  

   

  

Total Disbursements 

 

$0.00 
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Picture A-1: Office Currently Used by Mr. Gallagher
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Picture A-2: File Room
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Picture A-3: Additional File Room
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Picture A-4: Additional Office
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Picture A-5: Seating Area
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Picture A-6: Additional Office

                                                                                         
 Case 3:19-cv-00575-C   Document 30-2   Filed 04/07/19    Page 7 of 17   PageID 455



Picture A-7: Additional Office
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Picture A-8: Additional Office
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Picture A-9: Storage Space at Hurst Office
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Picture A-10: Storage Space at Hurst Office
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Picture A-11: Storage Space at Hurst Office
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Picture A-12: Storage Space at Hurst Office
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Picture A-13: Additional Office Space in Suite 204
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Picture A-14: Additional Office Space in Suite 204
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Picture A-15: Additional Office Space in Suite 204
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Picture A-16: Additional Office Space in Suite 218
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