BEFORE THE
DIVISION OF SECURITIES
DEPARTMENT OF FINANCIAL INSTITUTIONS
STATE OF WISCONSIN

In the Matter of PETITION FOR ORDER
HEARTSCAN UNIT INVESTMENT TRUST,

HEARTSCAN, LLC, CORNERSTONE FINANCIAL

CONSULTING n/k/a PACIFIC CAPITAL

NETWORK.COM, PATRICK KAVANAUGH,

RICHARD WARD, MARK A. ELLISON, and

DANIEL CATERINO,

Respondent. File No. S-00181(EX)

The staff of the Enforcement Unit, Registration & Enforcement Section, of the Division
of Securities, Department of Financial Institutions, State of Wisconsin has conducted an
investigation in this matter pursuant to sec. 551.56, Wis. Stats. and as a result thereof alleges as
follows:

1. |HeartScan Unit Investment Trust|("HeartScan UIT") is a foreign business entity with a last
known business address of 1750 E. Arenas, Ste. 1, Palm Springs, CA 92263.

2. HeartScan, LLC fis a foreign business entity with a last known business address of 3419 Via
Lido, Ste. 122, Newport Beach, CA 92663.

3. |Cornerstone Financial Consulting n/k/a Pacific Capital Network.com [“Cornerstone”) is a
foreign business entity with last known business addresses of 2133 W. Chapman Ave., Ste.
A, Orange, CA 92868 and 4500 Campus Dr., Ste. 222, Newport Beach, CA 92660.

4. |Patrick Kavanaugh|(CRD # 8974852) (“Kavanaugh™) is an individual who at all times
material hereto has been the Trustee of HeartScan UIT, with a last known business addresses
at that of HeartScan, LLC.

5. |Richard Ward|(“Ward”) is an individual who at all times material hereto has been a principal
and controlling person of Cornerstone, with last known business addresses at those of
Cornerstone.

6. |Mark A. Ellison|[(CRD # 2220837; DOB 9/2/62) (“Ellison”) is an individual who at all times
material hereto has been a principal and controlling person of Cornerstone, with last known
business addresses at those of Cornerstone.

7. |Daniel Caterino [(“Caterino™) is an individual who at all times material hereto has been an
agent of HeartScan UIT, HeartScan, LLC, Cornerstone, Kavanaugh, Ward, and Ellison, with
last known business addresses at those of Cornerstone.

8. During the period of July 2000, Caterino, on behalf of of HeartScan UIT, HeartScan, LLC,
Cornerstone, Kavanaugh, Ward, and Ellison, offered to at least one person in Wisconsin
units in HeartScan UIT.

9. The units offered by the respondents are securities as defined by sec. 551.02(13), Wis. Stats.,
and have never been registered for offer and sale in Wisconsin pursuant to Ch. 551, Wis.
Stats.
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All Respondents have violated sec. 551.21(1), Wis. Stats., by offering unregistered securities
in Wisconsin.

In connection with the offers of the securities described above, Cornerstone transacted
business in Wisconsin as a "broker-dealer," as that term is defined by sec. 551.02(3), Wis.
Stats.

At no time has Cornerstone been licensed as a securities broker-dealer pursuant to Ch. 551,
Wis. Stats.

Respondent Cornerstone has violated sec. 551.31(1), Wis. Stats., by transacting business in
Wisconsin as a broker-dealer without a license.

In connection with the offers of the securities described above, Caterino transacted business
in Wisconsin as an "agent" for HeartScan UIT, HeartScan, LLC, Cornerstone, Kavanaugh,
Ward, and Ellison, as that term is defined by sec. 551.02(2), Wis. Stats.

At no time has Caterino been licensed as a securities agent pursuant to Ch. 551, Wis. Stats.

Caterino has violated sec. 551.31(1), Wis. Stats., by transacting business in Wisconsin as a
securities agent without a license.

HeartScan UIT, HeartScan, LLC, Cornerstone, Kavanaugh, Ward, and Ellison have violated
sec. 551.31(2), Wis. Stats., by employing an unlicensed agent to represent them in
Wisconsin.

. Ellison was convicted of criminal offenses in at least six separate cases in the State of

California between 1983 and 1991.

On February 8, 1989, the State of New Mexico issued a Cease & Desist Order against
Ellison, based on allegations of securities law violations.

On April 12, 1989, the State of Illinois issued a Cease & Desist Order against Ellison, based
on allegations of securities law violations.

. On January 14, 1999, the Division issued a Summary Order of Prohibition and Revocation

against Ellison, in the matter of Commercial Express LLC, based on allegations of securities
law violations, including fraud.

On June 22, 1999, the Division issued a Summary Order of Prohibition against Kavanaugh,
in the matter of First Liberty Financial, based on allegations of securities law violations.

In connection with the offer of the securities described in Paragraph 8, the Respondents omitted
to disclose the criminal convictions of Ellison referred to in Paragraph 18 and the issuance of
the orders referred to in Paragraphs 19 through 22.

All Respondents have violated sec. 551.41(2), Wis. Stats., by omitting to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which
they are made, not misleading, in connection with the offer and sale of securities to persons in
Wisconsin.

Kavanaugh has wilfully violated an Order of the Division of Securities, contrary to sec. 551.58,

Wis. Stats., after having been advised that “any wilful violation of an Order issued by the

Administrator of Securities of the Department of Financial Institutions of the State of Wisconsin

1\1{deer Ch. 551, Wis. Stats., is a criminal offense punishable under the provisions of sec. 551.58,
is. Stats.”



26. The address of HeartScan, LLC at 3419 Via Lido, Newport Beach, CA 92663 is a maildrop
address at Mail Boxes Etc.

Therefore, the staff of the Enforcement Unit petitions the Administrator of the Division of
Securities for the issuance of the attached Order pursuant to Ch. 551, Wis. Stats.
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