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Diate '
MINUTES OF THE __HOUSE  COMMITTEE ON ECONOMIC DEVELOPMENT
The meeting was called to order by Elizabeth Baker at
Chairperson
3:38  e¢x./p.m. on Tuesday, February 13 1990 in room _423-5  of the Capitol.

All members were present except: Representatives Barkis, Kline and Foster. Excused.

Committee staff present:
Jim Wilson, Revisor
Lynne Holt, Research
Elaine Johnson, Secretary

Conferees appearing before the committee:

Clayton Williamson, President, Kansas Association of Inventors, Inc.

Clyde Engert, Director, Invention Coordinator Program, Kansas Technology Enterprises Corporation
Dale Russell

Daniel S. Dister

Lawrence D. Ireland, Attorney

The meeting was called to order at 3:38 p.m. by Chairperson Baker.
Representative Baker opened the hearing on HB 2792 and recognized Representative Bob Mead.
Representative Mead gave a brief overview of the bill.

The first conferee to testify in support of HB 2792 was Clayton Williamson, President of the Kansas
Association of Inventors. Mr. Williamson gave a brief background of his frustrations with Invention
Marketing Companies, Invention Development Companies and Invention Brokers. Mr. Williamson
lists 7 obstacles that face the inventor that deals with one of these companies. He feels that in order
to protect the innovative citizens of Kansas we must give our Attorney General the tools with which
to combat these fraudulent companies and retrieve monies for those persons exploited. The proposed
bill has the strongest performance requirements and remedies and enforcement penalties that he
is aware of that are in existence. Attachment 1.

Mr. Williamson then read the written testimony in support of HB 2792 submitted by Dr. Gerald G.
Udell, Professor of Marketing and Director, Center for Business Research and Development at
Southwest Missouri State University. Dr. Udell, as a part of his research, has reviewed relevant
legislation in other states and has had input in several bills now enacted or pending. He states that
the bill before us is the best legislation proposed thus far to regulate the invention development
service industry and should be considered as a model for other states to follow. Attachment 2. Dr.
Udell also provided the committee with a copy of his "It’s Still Caveat, Inventor." Attachment 3.

Mr. Williamson responded to questions from the committee.

The next conferee was Clyde Engert, Director Intellectual Property at the Kansas Technology
Enterprise Corporation. Mr . Engert supports HB 2792 but does suggest a change. The bill addresses
the "Inventor Developer”, Section 1, () and he suggests that this be changed to mean "Inventor
Promoter". The bill when changed to prevent discouraging business providing professional services
from wanting to deal with inventors will be of great help for all inventors. Attachment 4.

Mr. Engert responded to questions from the committee.

Dale Russell was the next conferee to testify. He shared with the committee his experience and
frustration with an invention marketing firm and strongly urges that this committee be of assistance
not allow this type of unethical practice to continue to take place in the State of Kansas. Attachment
5.

Mr. Russell responded to questions from the committee.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page P Of 2
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Mr. Daniel Dister then informed the committee of his experience with an invention marketing company
and the loss that he has suffered. To date he has not received the return of any monies he has paid

to this firm. The firm he dealt with is American ldea Management . American Idea Marketing located
in Pittsburgh, Pennsylvania. Attachment 6.

Mr. Dister responded to questions from the committee.

Mr. Lawrence P. Ireland, an attorney in Topeka presented the committee with a "Factual Statement"
and a "Summary of Testimony". He also included a letter from American ldea Management Corporation
the corporation he was working with on his invention. Attachment 7.

Mr. Ireland responded to questions from the committee.
Representative Baker closed the hearing on HB 2792,

The meeting adjourned at 4:55 p.m.
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TESTIMONY
TO: Members of House Committee on Economic Development.

FROM: Clayton Williamson, President, Kansas Association of
Inventors, Inc.

DATE . February 13, 1990

Honorable Chairperson Baker, Members of Committee, and Staff.

Good Afternoon, I'm Clayton Williamson, President of the Kansas
Association of Inventors, First, let me express my thanks to you for
allowing me to appear before you in behalf of the members of our
association and the citizens of Kansas. The Kansas Association of
Inventors, Inc., 1is a Statewide not-for-profit inventor assistance
organization consisting of inventors, innovative persons, attorneys,
manufacturers, business people, government and civil service people,
with membership throughout the United States and Canada.

I'11 start with a brief background of my frustrations with Invention
Marketing Companies, Invention Development Companies or Invention
Brokers. In September 1988, as president of the Kansas Association of
Inventors, I was receiving enough complaints from citizens of Kansas
that I began to wonder how I could help them. I decided the best
approach may be a letter to the editor of the papers throughout the
state. I mailed the first letter (copy attached) on September 28th
and it was published starting October 4th, 1988.

Within days I was married to the phone during the day and had to take
the phone off the hook at home to get any sleep at night. I literally
had hundreds of calls in the few weeks after publication of that
letter. A few people were calling saying thanks, as they were then

| considering using one of these companies, but the large part were
g persons that had been ripped off. I contacted the Attorney General's
| Office to find out the policies and procedures we needed to follow to

file a complaint. I do not have any feel as to the total number of
complaints filed, but I know they were considerable.

? After the Attorney General contacted - the companies advising them of
| the complaints, my phone went on overtime again. This time 1t was
calls from persons that had filed complaints and had been contacted by
the invention brokers with offers to do more work on their projects,
offers of partial refunds, extensions of the contract period and etc.
Those persons that when contacted stuck by their guns and demanded a
total refund were eventually granted a refund, but only after they
sent the broker a copy of the letter they had sent to the Attorney
General withdrawing their complaint.
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The January/February 1989 issue of the Inventors Digest published by
Affiliated Inventors in Colorado Springs did a re-print of my letter
sending it nationwide. This started an avalanche of letters and calls
from throughout the nation. I was getting someone’'s attention, as
this also prompted some unusual late night and early morning calls
inquiring into the state of my health and did I intend to remain so.

I have published several letters addressing this subject since that
first one. One was mailed to all papers in the nation with a 20,000
population aor more, (copy attached). The latest is in the form of an
interview with the Inventors Digest, January/February 1990 issue (copy
attached). As a result of these letters, I have received in excess of

three thousand calls and letters from persons throughout the U.S. and
Canada.

Many obstacles face the inventor that deals with one of these
companies, just a few of these are:

1. The invention is evaluated at a board meeting, in house
by persons of doubtful credibility.

2. For fees of between %350 and $8B00 these companies will
indicate they are getting you patent protection, when in
fact they are filing a disclosure document under the U.S.
Patent & Trademarks Office Disclosure Document Program at
a fee of several hundred dollars when in fact the fee for
this service at the Patent Office is $&6. Thirty minutes
will complete the average disclosure document. They will
indicate this gives you protection when in fact, all this
does is register the date of conception of the idea with
the Patent Office.

3. After this service is performed, they ask for fees
between $3500 and $10.000 to try to present the invention
to market for you. I have found some of the companies
to which they indicate they have submitted your invention
to be pure fiction. (see attachment)

4. They often sell your contract to a finance company in an
effort to cut themselves off through a third party from
future litigation.

3. Phone calls to the company are not answered or returned.

6. Letters are not answered or acknowledged.

7. The person with which you were dealing is no longer with
the company.

I have found the problems listed above to be widespread throughout the
Invention Marketing Industry.
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Several other States presently have legislation controlling Invention
Marketing Companies operations. {(copies of Minnesota and North Dakota
attached) Others States have similar legislation pending presently.
Those are Oklahoma, Nebraska and Missouri that I krnow of.

To protect the innovative citizens of Kansas we must give our Attorney
General the tools with which to combat these fraudulent companies and
retrieve monies for those persons exploited. This proposed bill has
the strongest performance requirements and remedies and enforcement
penalties I know to exist.

Of the 3000+ contacts I have had in the past 16 months, I have NOT HAD

ONE PERSON TELL ME THEY HAD GOOD DEALINGS WITH AN INVENTION MARKETING
COMPANY .

I have written testimony from Dr. Gerald G. Udell, Professor of
Marketing at the University of Southwest Missouri, Springfield, FO.
I shall read the cover letter from Dr. Udell now.

With this I shall conclude my testimony, I will be happy to entertain
questions either now or after the last testimony. Thank you.
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Public Forum

Beware of false promises, inventors

I am the president of the Kansas
Assoclation of {aventors; as such, [ am
becomlng concerned for many of our
Kansas citizeas. For years there bave
been advertisements in the classitied
section of trade and how-o magarines

)
and newspapers soliciting faventors to*. (

contact “invention marketing compa-
oles.” Many of these companies have
expanded into radio and television ad-
vertising, giving a toll-free aumber to
contact.

If the number of persons contacting
my office in the past few days is any
indication, these ads are very effec-
tive. There are many persons in Kan-
sas being suckered In by these ads. In
the past two weeks, I've been contact-
ed by 17 persons who are in some
state of involvement with one or an-
other of these compaaies.

The ads will start as follows: “Do
you have an laveation or know some-
one who does; If so, please call the
number listed in this ad for.a free
information packet.” A few days after
you receive your packet, you wilt re-
celve a call asking when you are send-
ing your invention as they have an
evaluation committee meeting in a
few days. A short time after you send
your {dea In, you will recelve another
call telling you thatithe preliminary
examioation {ndicates nothing similar

on the market and-for a fee (usually

between $300-$700), they will conduct
a patent search and a market study.

The next call {a a few weeks will
tell you that their company s really
excited about your Inveation (some-
times they indicate they are willing to
Inject some of their own money into
it) ‘and all they need from you is a
signed contract-and a check for be-
tweea $3,000-11,600 and they wiii
-present it to manufacturers and place

- it in 'a trade show. Take note: The

manufacturer coatacted may not even

be in the general area of your laven-
tion, but it has fulfilled its obligation
to you even though as fair trade, this
is spliting halrs.

The call to my office usually comes
about the time they ask for the larger
sum of moaey. People want (o kaow,
hey, are these people really legiti-
mate, can they really do me some
good? I can only say that {n the two
years I've held this office, I've met
with many {nventors and atteaded
many meetings around the state, and [
have yet to hear onoe success story
favolving any invention marketiog

‘company.

I have on file available to anyone
wishinga copy, The Patent and Trade-
marks Official Gazette, dated June 2,
1987, in which the attorney general of
Wisconsin signed a demand for relfef.
To quote: “That defendaats, their suc-

- cessors, assignees and transferees;

their agents, employees, representa-
tives and all persons acting or claim-
ing to be acting in their behalf be
perpetually enjoined and restrained
from conducting business operations
in Wisconsin in the matter alleged
hereln.” This action also ordered the
defendants to restore any pecunlary
loss suffered by any person because of
the defendant’'s acts and practices.
This action.was taken agalnst a “pat-
ent research and marketing com-
pany.”

There s help avallable! The Kansas
Assoctation of Inventors is a noa-profit
association made up of persons from
all walks of life dedicated to helping
each other and furthering the econom-
ic future of Kansas. We: have a
statewide membership of close to 200
indlvidual members and are growing
daily. We have nearly 200 manufactur-
ers and 700 manufacturer sales repre-
sentatives In Kansas and surrounding
states who are willing to look at your
project, make suggestions and possibly
manufacture and present to buyers
your project. We are able to connect
the inventor with several reputable
patent attorneys, engineers, plastic
and fiberglass experts, metallurgists,
machiaists, draftsmea and about any
other assistance he may need..The
Kansas Association of Inventors -does
not have a fee for our services. We'do
ask that a person seeking assistance
consider becoming a member at.-an
anaual membership fee of $25 per
individual.

For further laformation write the
Kansas Assoclation of Inventors,:2015
Lakin, Great Bend, Kan. 67530, or call
316) 792-13715.

CLAYTON WILLIAMSON

. .President

Kansas Association of Inventors
Hotstngton

Copy of original letter written September 28,

the Wichita Eagle Beacon on October 4th 1988.

1988 and published in
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THE MEDICINE SHOW COMES TO TOWN
Letter to the Editor:’

"WE LIKE YOUR IDEA®"!!'!

That's a phrase you hear all too often from the Invention
Marketing Companies that are advertising on radio, TV and in the
back of magazines.

They offer a toll free number for you to call asking for
their free information packet. I can assure you that is the last
time you will hear the word "free" from them.

A few days after you receive the information packet, they
will call asking when you are going to send them your invention.
If you do send your invention or idea to them, you can expect
another call in a week or so telling you that they have evaluated

it and "WE LIKE YOUR IDEA". Now is when they will ask you to have

them do a market study and a patent search for you (at a cost of
%150 to $1000). |

This idea may be something that was patented many years ago,
or is already on the market, but they will ask you to hire them (at

a cost of several thousand dollars paid up front, by you) to

promote it to industry, even though they know there is little
chance of success.

I seldom hear from an inventor that they recommended he/she apply
for a patent on their invention. There is‘a major problem with the

above set of circumstances. Without a patent, you don’'t have

anything to sell.

-More-—
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They have only to send your idea to the number of companies they
contract for with you, and they have fulfilled their obligation to
you. Your idea may be for a stuffed toy and they will send it to a
baby carriage manufacturer, they make carriages} NOT stuffed toys.

The industry success for invention marketing companies is
estimated to be only 1 in every 3,000 inventions submitted. With
an average up-front cost to the inventor of $8,500, if we multiply
that by the 2,999 unsuccessful submissions, we have paid these
companies %25,491,500. That’'s right, TWENTY FIVE AND A HALF
MILLIDN DOLLARS!!! Big Bucks, and there are over a dozen of these
companies. |

I've found in the last year that these companies have touched
people from all walks of life, I've had over 2,300 complaints
called or written to my office in that year, and no one has had one
- good word to say about them. If I can sit here in the middle of
Kansas reaching no more people than I have, what will be the total
money lost nationwide to these scam operations?

Experts in the invention field have estimated the annual take
through these companies to be between $400 and %800 million. This
is money that channeled through the proper avenues would make giant
strides in the advancement of technology in the U.S.

~More-

& —/- ¢
&Ag/eo



There are close to 100 NOT-FOR-PROFIT inventor organizations
nationwide, including ourselves. We are capable of assisting the
individual inventor with his/her invention in the areas of patent
protection, evaluations, locating a manufacturer and a manufacturer
sales representative to present the invention to the marketplace.

There is help available. Contact your local Inventor
Organization. If you can't find ane locally, contact me and I will
put you in touch with the closest one to you. One phone call or
letter could save you thousands of dollars.

As I stated early in this letter, their common phrase is "We

like your idea,'" perhaps that should have read, "WE LIKE YOUR

MONEY™ ! !

Sincerely,

Clayton Williamson, President
Kansas Association of Inventors
2015 Lakin

Great Bend, Kansas &753530
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Inventor’s
: o

Clayton Williamson, president of Knlght
the Kansas Association of Inventors, is
conducting a one-man crusade against
invention development “scam”
operations. In 1988 he sent his first ) :
Letter to the Editor to newspapers throughout Kansas alerting inventors to
the way fraudulent operations do business. Recently, Clayton sent out
another letter, but this time he sent his letter to more than 600 papers

nationwide. “I even sent it to the big ones like The New York Times,” he
says. ID talked with Clayton and he explained what sparked his crusade

and what inventors can do to protect themselves!

INVENTORS’ DIGEST:
Clayton, during the
past couple of years you've

come to prominence by
your vocal and active
support of inventors. Are
you yourself an inventor?

Clayton Willlamson:

I've been involved with
inventors and inventing in
one way or another for the
past 30 years. For years |
owned a welding and
machine business in a
farming and oil field
community. People would
come to me with an idea to
improve something they
worked with, but they didn't
have the know how to put
the idea into practice. With
my experience in fabrica-
tion, we would work
together to make the
improvements.

In the early 70's |
patented and built a
hopper bottomed grain
trailer that would safely
haul 250 bushels of grain
behind a half ton pickup.
There wasn't any mainte-
nance to speak of; just
pack a wheel bearing or
replace a light bulb now

and then. That was it.

I learned, though, that
while | was very good at
building, | wasn't so good
at marketing.

ID: To what do you
attribute your knack for in-
venting?

C.W.: I'd have to say
1 got my interest in invent-
ing from my father. Nearly
50 years ago he made the
first ever automatic bowling
pin setter complete with
scaled down pins, balls
and bowling alley. |
remember the day officials
from a major bowling
equipment company came
to see his setter. | was
one of the demonstrators.
The company men were
impressed with Dad's
invention; they “oohed” and
“ahhed” over it. | remem-
ber even today how proud |
was of him.

ID: Did the company
buy his invention?

C.W.. No, but
looking back | guess this
was my first lesson in
invention marketing. About
a year after the demonstra-
tion Dad leamed that the
company had his invention

INVENTORS' DIGEST - JANUARY / FEBRUARY 1880

on the market. | remember
him cutting the entire
prototype into fire wood.

ID: Was it this expe-
rience that started your war
against unscrupulous
invention marketing
companies?

C.W.: No, not really.
There were actually a
couple of things that
happened that got my
blood boiling. A few years
ago, | was going through
my Dad’s old drawings and
papers. | came across
some papers that indicated
he'd had dealings from the
late '50s to the early '70s
with several invention
marketing companies of
that era.

Coincidentally, at
about the same time the
Kansas Association of
Inventors was formed and |
became president. |
started getting calls and
letters from people who felt
they'd been “ripped off” by
an invention marketing
company.

ID: How does finding
your Dad's papers relate to
Kansas inventors feeling
ripped oft?

C.W.: Atfirst | didn't
think there was any
connection. But one night
1 was looking through
some of Dad’s papers,
and something seemed
familiar. By this time my
file of complaints was
overflowing. |took one of
the recent complaints and
started comparing it with
Dad’s papers. The
language had changed
somewhat, but the forms
are essentially the same
today as they were back
then! The only difference
is the amount of the fees!

ID: That's quite a
revelation. What did you
do?

C.W.: There's no
polite way to say it. | got
mad as hell. | really feel
for these people who are
being hurt by these
unethical invention
promoters. That was
what prompted me to write
a “Letter to the Editor”
warning inventors about
these unethical operators.
It was published statewide
in Kansas and eventually
went nationwide in INVEN-

(Continued on next page)
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Kansas Association of Inventors

Date Began: March 1987

# of Original Members: 17

Statement of Purpose: “The purpose of the Associa-
tion shall be to foster, promote and encourage the
development and distribution to the public of useful
inventions and discoveries. . . [it] shall serve
exclusively as an educational association devoted
to the education of individual inventors, innovators
and entrepreneurs.”

Financlal Support: Since its inception, KAl has been
supported only by dues. Howaever, its offices are
supplied rent-free by the Mid-Kansas Economic
Development Commission. Recently, KAl was
awarded a $10,000 grant from Southwestern Bell.

Dues: $35/year for individuals

# of Current Members: 400. KAl's roster includes 70
membaers who are non-Kansans, including 21 Flo-
ridians, 3 Canadians and 3 Israeli residents!

# Chapters: There are 7 chapters of the state
association. Each has monthly meetings.

Newsletter: KAl publishes a quarterly state
newsletters; each chapter handles its own
newsletter. '

Seminars: The Fourth Annual Inventors Workshop
and Exposition will be held March 22-24 at the
Holiday Inn Convention Center in Great Bend.

Future Plans: lt is anticipated that four more chapters
will be added in 1990. KAl also hopes to have its
own facility which will house an incubator program
including an industry liaison program, a U.S. Small
Business Development Center office, and a field
office of the Department of Commerce. KAl presi-
dent Clayton Williamson says it's hoped that “an in-
ventor can come in the front door with an idea and
in 2 1/2 or 3 years go out the back door with a
business wrapped around it.”

Contact: For more information write to:

KA, 2015 Lakin, Great Bend, KS 67530.
Or call: (316) 792-1375

Kansas Governor Mike Hayden (seated) receives his KAl
membership certificate from KAl president Clayton Williamson.

The Inventor’s Knight

(Continued)

TORS' DIGEST [Jar/Feb
'89 issue].

ID: With so much
publicity, you must have
gotten quite a few re-
sponses.

C.W.: | was over-
whelmed! f've had over
2400 contacts from people
nationwide. These con-
tacts have happened in

just the last 13 months and

represent literally millions
of dollars that most of
these people could ill
afford to lose! | still receive
complaints at the rate of
several each day.

ID: What did you do
with the complaints?

C.W.: | referred the
complaints from Kansas
inventors to the Kansas
Attorney General's office
for disposition. We've
been successful in obtain-
ing many refunds as a
result. As to those out of
state, | recently surveyed

the Attorey Generals in
each state requesting their
policies and procedures for
handling complaints. 1 now
have the name and phone
number of the person they
should contact in their
state for assistance.

ID: What has been
your experience with
complaints that are filed
with the Attorney General’s
office or a Better Business
Bureau?

C.W.: These compa-
nies come “un-glued at the
seams” to clear the com-
plainti They've offered to
re-open the file and do
more work; work that
should have been done in
the first place! They've
sometimes offered a partial
refund. They've tried to
work out almost any
agreement with the inven-
tor to clear the complaint.

It seems that if the only
way they can get the

What inventors say about

He told me to write
a letter to the
Attorney General

“Several years ago |
sent an idea to a com-
pany in Washington,
D.C. They said $550
would get everything
going; no.more money
would be needed. | was
so excited about my
idea | borrowed the
money. After | sentitto
them, they kept calling
me for more money. |
told them | didn't have
any more. They said |
should get my friends to
invest. |couldn't do
that so | just gave up
and figured I'd lost my

money. -Some time later |
read about Mr. Williamson
in the newsletter of the
Chamber of Commerce
here. | called himto find
out how | could get an idea
off the ground with no
money. Well, he told me
that couldn't be done, but
while we were taking, |
told him about the money
I'd lost. He gave me
suggestions about what to
do; he was wonderfull He
told me to write a letter to
the Attorney General which
| did, and to contact the
company and ask for my
money back.

The Attorney General's
office made contact with
the company, too. it had
been two years since I'd

INVENTORS' DIGEST . JANUARY/FEBRUARY 1930
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¢ .int off the record is
to yive the inventor a full
refund, they'll do that —
but only after the inventor
gives them a copy of the
letter to the Attorney
General or Better Business
Bureau withdrawing the
complaint.

ID: What have been
your dealings with the
companies? Do they try to
contact you?

C.W.: | don't normally
get directly involved with a
company. | advise the
inventor what he should do
or contact the Attorney
General's office. Since |
started this campaign,
though, I've been getting
threatening, anonymous
phone calls. Sometimes
even in the middle of the
night. Guess I'm gefting
their attention.

ID: Aren't there laws
that can stop these unscru-
pulous operators?

C.W.: The laws on the
books today aren't strong
enough. I've written

sampic tegislation for
presentation to the State
of Kansas to force these
companies to conform {o
certain requirements to be
able to operate in Kansas.
It's being drafted into bill
form now and will be
presented in the next
legislative session.

ID: What can an
inventor do to feel com-
fortable that he or she has
selected an honest com-
pany?

C.W. : If inventors are
enticed by the invention
marketing companies’
advertisements, they have
to remember this: it costs
BIG BUCKS to advertise
through radio, TV and
magazines. Just because
they advertise on nation-
wide TV and radio or in
national magazines
doesn’'t mean they're a
good company; radio and
TV stations and maga-
zines sell advertising

(Continued on page 19)

Clayton Williamson

done business with them; |
didn't think there was any
way | could get my money
back. But | followed Mr.
Williamson’s advice, and |
couldn't believe it, but they
did give me a full refund.”

Diane Claussen
Ottawa, Kansas

Thank God we
have somebody
like Clayton!

“l had used one of
those late night TV-fly-by-
night outfits what has since
changed its name. | had
$900 into them and the
next step would have been
$6,000. | was just about to

send the money off when |
got connected with KAL. |
talked with Clayton and he
said, ‘1 can get your
money back.” He guided
Me through it. He said he
knew they'd try to setile
for halt, but | should stick
to my guns. After | con-
tacted them, they did offer
me half my money back
just like Clayton said they
would. |didn't budge. it
only took 2 days and they
agreed to a full refund. If
it hadn’t of been for
Clayton, | wouldn't have
gotten my money back!
Thank God we have
somebody like Clayton!"

Dale Russell
Rossville, Kansas

People are
talking about

INVENTORS’
DIGEST ...

“An excellent source for teachers
interested in invention and patenting
is INVENTORS’ DIGEST.”

TIES Magazine, published by Drexel University in Philadel-
phia for teachers interested in helping students increase
their technological literacy and capability.

“There is a fine magazine for inventors on the
market, and soon the price of a
subscription to INVENTORS’ DIGEST will
go up. | enjoy it a lot. I've learned from the
articles, ads and information it contains, and |
can'’t praise it enough.”

Don Costar, Vice President, Northern Nevada Chapter,
Inventors Workshop International Education Foundation

“INVENTORS’ DIGEST is the voice
of America’s inventors.”
Bobby Toole, Inventors Association of St. Louis

. . . and we’re thrilled!

From coast to coast inventors are
discovering INVENTORS’ DIGEST!

As America’s leading inventors’ magazine,
INVENTORS’ DIGEST is a truly unique
source of information about the invention
process and, with the addition of the “Inven-
tion Mart” section, we are now able to present
new inventions to manufacturers who are
interested in expanding their product lines.

Join the crowd today !
Subscribe to INVENTORS’ DIGEST.

Just complete the order form on page 27
or call toll-free 1-800-525-5885.

INVENTORS’ DIGEST - JANUARY / FEBRUARY 1990
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Igor Sikorsky

(Continued from page 9)

the U.S., Sikorsky found
the state of aviation even
sadder than it was in
Europe. In 1923 he started
the Sikorsky Aero Engi-
neering Corporation with
investments from friends.
Years later he recalled that
‘the greatest danger in
aviation was starvation.”
He and his staff worked for
next to nothing in wages
and were eventually forced
to accept money from oil
companies to support the
research. Although he felt
they weren't ready, Sikor-
sky’s company, pressured
by investors to produce
results, attempted the first
New York to Paris flight in
the fall of 1926. The plane
crashed on take off. Just
six months later, on May
20, 1927, Charles Lind-
bergh made history with
the first trans-Atlantic flight.
With Lindbergh's
success the pressure was
off Sikorsky's company. It
switched gears and

concentrated on producing
amphibian aircraft. The
first successful plane was
built in 1928, and, although
it looked like an ugly
duckling, it had a range of
600 miles carrying eight
passengers and a crew of
two. Orders came in from
the U.S. Navy, Pan Ameri-
can Airways, and from
individuals, including one
man who wanted to use it
for exploration in Africa.
The design of this plane
was improved in 1931 so it
could fly farther, carry more
and be more powerful. The
new plane was called the
Flying Clipper. Only three
were built — the American
Clipper, the Caribbean
Clipper, and the Southern
Clipper — but they logged a
total of ten million miles in
the air and never experi-
enced a crash. Owned by
Pan American Airways, the
40-passenger flying boats
were used to blaze air trails
to South America.

The last of Sikorsky's
flying boats were called the
Flying Aces. They could
seat 32 for short flights or
accommodate 16 for
overnight trips. It estab-
lished the fastest flying
record between the U.S.
and Europe: 14 hours and
17 minutes. By 1938 there
was no demand for am-
phibian aircraft, and the
company that employed
Sikorsky, United Aircraft,
found itself with a “factory
full of wonderful people,
but no orders,” said senior
vice president Eugene
Wilson. Recognizing his
tremendous contributions
to aviation, the company
was willing to consider any
individual research pro-
gram Sikorsky proposed.
Finally, the time had come
for him to renew his
interest in the “impossible”
helicopter. Years later, he
recalled: “That was one of
my dreams, to build this
lifesaving machine. . . lf a

man is in need of rescue,
an airplane can come in
and throw flowers on him
and that's about all. But a
direct lift aircraft could
come in and save his life.”
On September 14,
1938, the first helicopter
took off — for ten seconds.
By 1940, after much trial
and error, an improved
version took off. It went
backwards, sideways, and
up and down, but it didn’t
fly forward. When asked
why, Sikorsky said, “That is
one of the minor engineer-
ing problems we have not
yet solved.” Of course, the
problem was solved and
the name Sikorsky became
synonymous with the word
helicopter. Since the first
successful flights in 1942,
thousands of people have
been saved because one

man heldonto a :/'_
30-year-old dream. "\ "
Source: IGOR SIKORSKY, His

Three Careers in Aviation by
Frank J. Delear

The Inventor’s Knight

(Continued from page 5)

space! Inventors should
ask questions, ask ques-
tions, ask questions! Call
the Better Business
Bureau and the Attorney
General in several states;
just because a company
may have a clean bill of
health in D.C. or Pittsburgh
doesn’'t mean they're clean
in Omaha and Phoenix.

ID: Isn't there a
national organization that
an inventor can check
with? It seems like a hit
and miss kind of thing to
try to call all different cities
around the country.

C.W.: No, there’s no
national organization per
se. However, I'd be happy
to help any inventor from

any state. They can call
me at my office in Great
Bend, Kansas, at 316-792-
1375.

ID: What are the
steps an inventor should
take with his or her inven-
tion?

C.W.: First, start a
journal and keep records.
In fact, INVENTORS’
DIGEST ran an excellent
article on journals in the
last issue. Also, the
inventor should file a

disclosure document with
the U.S. Patent and
Trademark Office. The
next step is to contact an
inventor foundation or
organization which can
assist the inventor in
finding a competent patent
attorney, prototype and
manufacturing assistance
and possibly even market-
ing assistance. Atthe very
least, you'll get straight
honest answers. |f you've
got an ugly baby, we'li tell

NEXTISSUE !'!!
Think you’ve been taken by a dishonest
company? We’ll tell you what to do to try
and get your money back!!!

DON’'TMISS IT! ! !

INVENTORS' DIGEST » JANUARY / FEBRUARY 1890

you it's ugly!

ID: As we enter a new
year and a new decade
what can an inventor do to
protect himself or herself
from unscrupulous market-
ing companies?

C.W.: Itell all inven-
tors the same thing:
You've spent your time and
your effort and your
diligence in your inventing.
Now use the same time,
effort and diligence in
finding the help you need
to protect, evaluate,
manufacture and promote
your invention. Treat
your invention with the

same care you >
would a /\’

new baby!
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5887 INVENTION SERVICES 325A.01
-
INVENTION SERVICES
M5A.01 Delinitions. J25A.07 Restriction on use of negotiable
JISAU2 Nuotice to customers, instruments,
J25A.03  Right of canccllation, J25A.08 Records,
J25A.04  Mandatory contract (orm. 325A.9 Remedics and enforcement.
JISA.05 Disclosurcs made prior to coatract. J25A.18  Citation,

J25A.06 Tinancial cequirements.

J25A.01 DEFINITIONS.

Subdivision 1. As used in sections 325A.01 to 325A.10, the [ollowing terms
shall have the meanings given:

Subd. 2. “Contract for invention development services" includes a contract

by which an invention devcloper undertakes to develop or promote an invention
for a customer.

Subd. 3. “Customer” means any natural person who is solicited by,
inquircs about, secks the services of or cnters into a contract with an mvenl:on
developer for invention development services.

Subd. 4. “Invention™ includes a process, machine, manufacture, composi-
tion of matter, improvement upon the foregoing, or a concept.

Subd. 5. “Invention developer” means any person, firm, corporation or
association and the agents, employces or representatives of the person, firm,
corporation or association which develops or promotes or offers to develop or
promate an invention of a customer in order that the customer’s invention may

be patented, licensed or sold for manufacture or manufactured i in large quanti-
ties, except the term does not include:

(1) a partnership or corporation when all of its partners, stockholders or
members are licensed by a state or the United States to render legal advice con-
cerning patents and trademarks, or a person so licensed,

(2) a department or agency of the federal, state or local government,

(3) a charitable, scientific, educational, religious or other organization reg-
istered under Minnesota Statutes, Section 309.52 or described in Section 170 (b)

(1) (A) of the Internal Revenue Code of 1954, as amended and in effect on Jan-
uary 1, 1977,

(4) a person, [irm, corporation, association or other entity that does not
charge a fee for invention development services, or

(5) any person, firm, corporation, association or other entity whose gross
receipts from contracts for invention devclopment scrvices do not exceed ten
percent of its gross receipts from all sources during the fiscal year preceding the
year in which any contract for invention development services is signed.

For the purposes of this subdivision, ““fee” shall include any payment made
by the customer to the entity, including Teimbursements for expenditures made
. or costs incurred by such entity, but shall not include a payment made from a

portion of the income received by a customer by virtue of invention develop-
ment services performed by the entity.

Subd. 6. “Invention development services” includes acts required or prom-

ised to Le performed, or actually performed by an invention developer for a cus-
tomer.

Subd. 7. “Busincss day” means any day other than a Saturday, Sunday or
holiday as defined in scction 645.44, subdivision 5.

dw/v/g\
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325A.02 INVENTION SERVICES : 5888

History: 1977 ¢ 288 s 1

325A.02 NOTICE TO CUSTOMERS.

Subdivision 1. Every contract for invention development services shall be
in writing and shall be subject to the provisions of sections 325A.01 to 325A.10.

A copy of each fully executed, written contract shall be given to the customer at
the time he signs the contract.

Subd. 2. If one or more contracts arc contemplated by the invention devel-
oper in connection with an invention or if the invention developer contemplates
performance of services in connection with an invention in more than one phase
with the performance of each phase covered in one or more contracts, the
invention developer shall so state in a written statement and shall supply to the
customer the written stateinent together with a copy of cach contract or a writ-
ten summary of the general tcrms of each contract, including the total cost or

consideration required from the customer, before the customer signs the first
contract.

History: 1977 ¢ 288 s 2

325A.03 RIGHT OF CANCELLATION.

Subdivision 1. Notwithstanding any contractual provision to_the contrary,
the customer shall have the unconditional right to cancel . contract for invention.
development services for any reason_at_any time_before_midnight of the third
business_d: i i
.he _contract and the _customer _receives..a_ fully._exccuted copy of it. Written
notice of cancellation may be delivered personally or by mail. If given by mail,
the notice is effective upon deposit in a mailbox, properly addressed and postage
prepaid. Notice of cancellation need not take a particular form and is sufficient
il it indicates, by any form of written expression, the intention of the customer
not to be bound by the contract. Within ten business days after receipt of the
notice of cancellation, the invention developer shall deliver to the customer, per-
sonally or by mail, all moneys paid, any note or other evidence of indebtedness
and all materials provided by the customer.

Subd. 2. Every contract for invention development services shall contain

the following statement in 10-point boldface type immediately above the place
where the customer signs the contract:

“The three business day period during which you may cancc! this contract
for any reason by mailing or delivering written notice to the invention developer
will expire on (last date to mail or deliver notice). If you choose to mail your
notice, it must be placed in the United States mail addressed to (Name of Inven-
tion Developer), at (Address of Invention Developer's Place of Business) with
first class postage prepaid before midnight of this date. If you choose to person-
ally deliver your notice to the invention developer, it must be delivered to him
by the end of his norinal business day on this date.™

History: 1977 ¢ 2885 3

325A.04 M/\NbAT()RY CONTRACT FORM.

Subdivision 1. A contract for invention devclopment services shall set forth
the information required in this section in at least 10-point type or equivalent
size if handwritten. )

Subd. 2. The following disclosure statement shall be in boldface type and
shall be located conspicuously on a cover sheet that contains no other writing:

“The following disclosures are required by law and are expressly made a
part of this contract: You have the right to cancel this contract for any reason at
any time within three business days from the date you and the invention devel-

ion_developer and- the customer-sign - -

a-/-/3
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5889 INVENTION SERVICES 325A.04

oper sign the contract and you reccive a [ully cxecuted copy of it. To excreise
this option you nced only mail or personally deliver to this invention developer
written notice of your cancellation. The method and time for notification is set
forth in this contract immediately above the place {or your signature. Upon can-
cellation, the invention developer must return by mail or personal delivery,
within ten business days after receipt of the cancellation notice, all money paid
and all materials provided cither by you or by another party in your behall.

_Unless the invention developer is a lawyer, he is NOT permitted to give
you legal advice concerning patent, cog{\;_ri_ght or trademark law or to advise you
of whether your idca or invention may be patentable or may be protected under
the patent, copyright or trademark laws of the United States or any other law.

No patent, copyright or trademark protection will be acquired for you by
the invention developer or by this contract. Your fuilure to inquire into the law
governing patent, copyright or trademark matters may jeopardize your rights in
your idea or invention both in the United States and in foreign countries. Your
failure to identify and investigate existing patents, trademarks or registered
copyrights may place you in jeopardy of infringing the copyrights, patent or
trademark rights of other persons if you proceed to make, use, distribute. or sell
your idea or invention.”

Subd. 3. The contract shall describe fully and in detail the acts or services
that the invention developer contracts to perform for the customer.

Subd. 4. The contract shall state whether the invention developer contracts

{0 construct one or morc prototypes, models or devices embodying the cus-

tomer's invention, the number of such prototypes to be constructed and whether
the invention developer contracts to sell or distribute such prototypes, models or
devices.

Subd. 5. If an oral or written estimate of customer carnings is made, the
contract shall state the cstimate and the data upon which it is based.

Subd. 6. In a single statement the contract shall sct forth both (1) the total
number of customers who have contracted with the invention developer, except
that the number need not reflect those customers who have contracted within
the last 30 days, and (2) the number of customers who have received, by virtue
of the invention developer's performance of invention development services, an
amount of money in excess of the amount of money paid by such-customers-to

the invention developer pursuant to a contract for invention development ser-
vices.

Subd. 7. The contract shall state the expected date of completion of the
invention development services.

Subd. 8. The contract shall state whether and the extent to which it effec-
tuates or makes possible the purchase by the invention developer of an interest
in the title to the customer’s invention. :

Subd. 9. The contract shall explain that the invention developer is required
to maintain all records and correspondence relating to performance of the inven-
tion development services for that customer for a period not less than three

years after expiration of the term of the contract for invention development ser-
vices.

Subd. 10. The contract shall state that the records and correspondence
required to be maintained pursuant to section 325A.08 will be made available to
the customer or his representative for revicw and copying at the customer’s
cxpense on the invention developer's premises during normal business hours
upon seven days' written notice, the time period to begin rom the date the

notice is placed in the United States mail properly addressed and first class post-
age prepaid.

-V r¢
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J25A.05 INVENTION SERVICES 5890

Subd. 11. The contract shall state the name of the person or firm contract-
ing to perform the invention development services, all names under which said
person or firm is doing or has done business as an invention developer during
the previous ten years, the names of all parent and subsidiary companics to the
firm and the names of all companics that have a contractual obligation to the
firm to perform invention development services.

Subd. 12. The contract shall state the invention develo
ness address and the name and address of its agent in this
reccive service of process in this state.

History: 1977 ¢ 288 5 4

per's principal busi-
state authorized to

S25A.05 DISCLOSURES MADE PRIOR TO CONTRACT.

Subdivision 1. In either the first written communication from the invention
developer to a specific customer or at the first personal mecting between the
invention developer and a customer, the invention developer shall make a writ-_
ten disclosure to the customer of the information required in this section,

Subd. 2. The disclosure shall state the median fee charged to all of the
invention developers’ customers who have signed contracts with the developer in

the preceding six months, excluding customers who have signed in the preceding
30 days.

Subd. 3. The disclosure shall include a single statement setting forth (1) the

total number of customers who have contracted with the invention developer,.

.except that the number need not_reflect those. customers who have contracted

within_the preceding 30 days, and_(2)_the. number of. customers--who have
received by virtue of the invention developer's performance of invention devel-
opment services an amount_of money in cxcess_of the amount of money paid by
those customers to the invention developer pursuant to a contract for_invention
development services.

Subd. 4. The disclosure shall contain the following statement:

“Uiiless the invention developer is a fawyer, he’is NOT permitted to give
you legal advice concerning patent, copyright or trademark law or to advise you
of whether your idea or invention may be patentable or may be protected under
the patent, copyright or trademark laws of the United States or any other law.

No patent, copyright or trademark protection will be acquired for you by
the invention developer. Your failure to inquire into the law governing patent,
copyright or trademark matters may jeopardize your rights in your idea or
invention, both in the United States and in forcign countrics. Your failure to
identify and investigate cxisting patents, trademarks or registered copyrights may
place you in jeopardy of infringing the copyrights, patent or trademark rights of

other persons if you proceed to muke, use, distribute or sell your idea or inven-
tion."”

History: 1977 ¢288s 5

325A.06 FINANCIAL REQUIREMENTS.

Subdivision 1. Every invention developer rendering or offering to render
invention development: scrvices-in this state shall maintain a bond issued by a
surety admitted to do business in this state, and cqual to either ten percent of
the invention developer’s gross income from the invention development business
in this state during the invention developer's preceding fiscal year, or $25.0(0,
whichever is farger. A copy of the bond shall be approved by the attorney gen-
cral and filed with the secretary of state before the invention developer renders
or offers to render invention development services in this state. The invention
developer shall have 90 days after the end of each fiscal year within which to

change the bond as may be necessary to conform to the requircments of this
subdivision,

a
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5891 INVENTION SERVICES J25A.09

Subd. 2. The bond required by subdivision | shall be in favor of the state
of Minnesota for the bencfit of any person who, after entering into a contract
for invention development services with an invention developer, is damaged by
fraud or dishonesty of the invention developer in performance of the contract,
by the insolvency or the cessation of business by the invention developer or by
the intcational violation of scctions 325A.01 to 325A.10 by the invention devel-
oper. Any person claiming against the bond may maintain an action at law
against the invention dcveloper and the surety company.

The aggregate liability of the surety company to all persons for all breaches
of conditions of the bond shall in no event exceed the amount of the bond.

Subd. 3. In lieu of the bond required by subdivision | the invention devel-
oper may deposit with the state treasurer a cash deposit in the like amount. The
state treasurer shall not refund a deposit until 60 days after cither the invention

developer has ceascd doing business in the state or a bond has been filed which
complies with subdivisions 1 and 2.

History: 1977 ¢ 28856

J25A.07 RESTRICTION ON USE OF NEGOTIABLE INSTRUMENTS.

In connection with a contract for invention devclopment services, the
invention developer shall not take from a customer a negotiable instrument
other than a check as evidence of the obligation of the customer. A holder is

not a holder in duc course if he takes a negotiable instrument taken from a cus-
tomer in violation of this scction, ’

History: 1977 ¢ 28857

J25A.08 RECORDS.

Every invention developer shall maintain all records and correspondence
relating to performance of cach invention development contract for a period of
not less than three years after expiration of the term of the contract.

History: 1977 c 288 s 8

J25A.09 REMEDIES AND ENFORCEMENT.

Subdivision 1. The provisions of sections 325A.01 to 325A.10 are not
exclusive and do not relicve the partics or the contract from compliance with all
other applicable provisions of law. _

Subd. 2. Any coatract [or invention development services that does not
comply with the applicable provisions of scctions 325A.01 to 325A.10 shall be
unenforceable against the customer as contrary to public policy, provided that
no contract shall be unenforceable if the invention developer proves that non-
compliance was unintestional and resuited from a bona fide error in spite of his

usc of reasonable procedures adopted to avoid any such errors, and if he makes
an appropriate correction.

Subd. 3. Any contract for invention development services entered into by a
customer with an invention developer who has used any fraud, false pretensc,
false promise, misrepresentation, misleading statement or deceptive practice in
respect to that customer with the intent that the customer rcly thereon, whether

or not the customer was in fact misled, deceived or damaged, shall be unen-
forceable against the customer,

i Subd. 4. Any waiver by the customer of the provisions of sections 325A.01

to 325A.10 shall be deemed contrary to public policy and shall be void and
unenforceable,

Subd. 5. Any person who has been injured by a violation of scctions
; 325A.01 to 325A.10 by an invention developer, by any false or fraudulent state-

-/-7¢
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325A.10 INVENTION SERVICES 5892

ment, representation or omission of material fact by an invention developer or
by failurc of an invention developer to make all the disclosures required by sec-
tions 325A.01 to 325A.10 may bring a civil action against the invention devel-
oper for the damages sustained togcther with costs and disbursements, including
reasonable attorney’s fees. The court in its discretion may increase the award of

damages to an amount not to exceed threc times the damages sustained or
$2,500, whichever.is greater.

Subd. 6. Failure to make the disclosures required by section 325A.05 shall

render any contract subsequently entered into between the customer and the
invention developer voidable by the customer.

Subd. 7. In addition to the penalties provided in subdivisions 1 to 6, an
invention developer who is found to have violated sections 325A.01 to 325A.10

shall be deemed in violation of section 325F.69, subdivision 1, and the provi-
sions of scction 8.31 shall apply.

History: 1977 ¢ 288s 9

325A.10 CITATION. Lo
Sections 325A.01 to 325A.10 may be cited as the invention services act,
_History: 1977 ¢ 288 s 10
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SB 2465 Invention Broker Legislation

SECTION 1 Definitions

Contract for Invention Development Services

Customer

Invention

Invention Developer

Exceptions

Legally Licensed

State, Local or Federal Agency

Charitable, Scientific, Educational, Religious, etc.
No Fee Charged

. Receipts Less Than 10% of Gross/Year

.- Besearch Development Corporations for Unlver31t1es, federal labs
5. Invention Development Services

SECTION 2 Notice to Customers

£ 0N
s s o e

e D Q.0 O
L] . . .

1. MWritten Copy of Contract to Customers
2. Notification of Planned Phased Contract and Costs

SECTION 3 Right of Cancellation

1. Customer May Cancel Within 3 Days for Any Reason
2. Service Must State Cancellation Right

SECTION 4 Mandatory Contract Form

1. In Ten Point Type
2. Disclosure Statement
a. Right of Cancellation
b. Cannot Provide Legal Advice, Patent, etc., Unless Admitted
to Bar

c. Patent, Copyright, Trademark, Will Not be Acquired
Define Service Performed
Number of Prototypes to be Developed and Marketing Participation
Written Estimate and Data Base for Any Projected Earnings
Number of Customers Served to Date and Number Who Have Received
Returns in Excess of Expenses
7. Anticipated Completion Date
8. Expected Participation or Title Interest in Invention
9. Records Maintained for 3 Years
10. Customer's Right to Review Records

11. State A1l Names Used for Business, Parent Company, and Subs1d1ar1es
12. Agents Name and Address

O W
- . * .
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SECTION 5 Disclosures Made Prior to Contract

Written Disclosure After First Communication

Median Fee Charged During Last 6 Months

Total Number of Customers Who Have Profited

Names of Anyone With More Than 10% Ownership

No Legal Advice Unless Patent Attorney or Patent Agent
a. No Patent, Copyright, Trademark will be Aquired
b. Warning to Inquire into Patent Laws

6. Low Percentage of Successfully Marketed Inventions

. .

N &~ W=
.

SECTION 6 Financial Requirements

1. Developer Maintains Bond of 10% of Gross Income in State or $25,000

2. Bond in Favor of State for Benefit of Persons
3. May Deposit Funds in Bank of North Dakota in Lieu of Bond

SECTION 7 Restriction on Use of Negotiable Instruments

1. J#Must Take Check from Customer
SECTION 8 Records
1. Maintain for 3 years

SECTION 9 Remedies for Enforcement

1. Provisions Not Exclusive

2. Uneforceable Contract in Non-Complaint Unless Unintentional Error
3. Uneforceable for Fraud, False Pretense, Misrepresentation, etc.
4, Customer Waivers Void .

5. Customer's Right to Sue, Collect Costs, Fees, Damages

6. Nondisclosure by Developer Voids Contract

ad-/-/g
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‘tftieth Legislative . .sembly, State of North Do .,ta, begun and held
the Capitol in the City of Bismarck. on Tuesday, the sixth day of
January, one thousand nine hundred and eighty-seven.

SENATE BILL NO. 2465
(Senator Holmberg)
(Repraesentative Hamerlik)

AN ACT to provide for regulation of invention development services.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA: 2

-
SECTION 1. Definitions.

As used in this Act, unless the
context otherwise requires: :

1. "Contract for invention development services" includes a
contract by which an invention developer undertakes to
develop or promote an invention for a customer.

. 2. "Customer" means any ‘individual who is’ solicited by,.

inquires about, seeks the services of, or enters _into
contract with an

"development ‘services.

a
invention developer - for invention

3. "Invention" "includes a process, machine, manufacture, -

composition of matter, improvement upon the foregoing, or
a concept.

4. "Invention developer" means any person, and the agents,
employees, or representatives of the person, that develops
or promotes or offers to develop or promote an invention
of a customer in order that the customer's

invention may
be ‘patented, licensed, or sold for manufacture or
manufactured in large quantities, except the term does not
include:

a. A partnership or corporation when all of its partners,
stockholders, or members are licensed by a state or
the . United States to render legal advice concerning
patents and trademarks, or a person so licensed.

b. A department or agency of federal, state, or local
government. :

aA-/-~206
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- SECTION 2. Notica to ;ﬁstomari.

S. B. No. 2465 =~ Page °

€. A charitable, scientific, educational,
other organization described in section
of the Internal Revenue Code of 1954.

religious, or
170(b) (1) (A)

d. An entity that does

not charge a fee for invention
development services.

e. An entity whose gross receipts from contracts for
invention development services do not exceed ten
percent of its gross receipts from all sources during
the fiscal year preceding the vyear in which any
contract for invention development services is signed.

f. A partnership or corporation that accepts technology
from institutions of higher education and other state
and federal research institutions for evaluation and
the providing of marketing services.

For the purposes of this subsection, "fee" includes any
payment made by the customer to the  entity, including
reimbursements for expenditures made or costs incurred by
such entity, but does not include a payment made from .a
portion of the income received by a customer by virtue of
invention development services performed by the entity.

5. "Invention development services" includes acts required or

promised to be performed, or actually performed, by .an
invention developer for a customer. . -
. L

1. Every. contract for invention development services must be
in writing and is subject to this Act. A copy of each
fully . executed contract must be given to the customer at
the time the customer signs the contract. -

2. 1If one or more contracts are contemplated by the invention
developer in connection with an invention or if the
invention developer contemplates performance of services
in connection with an invention in more than one phase
with the performance of each phase covered in one or more
contracts, the invention developer shall so state in a
written statement” and shall supply to the customer the
written statement together with a copy of each contract or
a written summary of the general terms of each contract.
including the total cost or consideration required frex

the customer, before the customer signs the first
contract.

SECTION 3. Right of cancellation.

1. \Notwithstanding any contractual provision to the contrary,
the customer has the wunconditional right to cancel a
contract for invention development services for any reascn
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at any time before midnight of the third business d.

following the date the invention developer and the
customer sign the contract and the customer receives a
fully executed copy of it. Written notice of cancellation
may be delivered personally or by mail. 1If given by mail,
the notice is effective upon placement in the possession
of the United States postal service, properly addressed
and first-class postage prepaid. Notice of cancellation
need not take a particular form and is sufficient if it
indicates, by any form of written expression, the
intention of the customer not to be bound by the contract.
Within ten business days after receipt of the notice of
cancellation, the invention developer shall deliver to the
customer, personally or by mail, all moneys paid, any note

or other evidence of indebtedness, and all materials
provided by the customer.

Every contract for invention development services must
contain the following statement in ten-point boldface .type

immediately above the place where the customer signs the
contract: :

The three-business-day period during which you may
cancel this contract for any reason by mailing or
delivering written notice to the invention developer
will expire on (last date to mail or deliver notice).
If you choose to mail your notice, it must be placed
in the United States mail addressed to -(name of
invention developer), at (address of invention
~developer's “place of business). with first-class .
postage  prepaid before midnight of- this date. 1I1f you
choose to personally deliver your ~notice to . the
- invention developer, it must be delivered .to the
invention developer by five p.m. on this date.

"SECTION 4. Mandatory contract form.

1.

A contract for invention development services must set
forth the information required in this section in at least
ten-point type or equivalent size if handwritten.

Thé following disclosure statement muét be in boldface

type and must be located conspicuously on a cover sheet
that contains no other writing:

The following disclosures are required by law and
are expressly made a part of this contract: You have
the right to cancel this contract for any reason at
any time within three business days from the date you
and the invention developer sign the contract and you
receive a fully executed copy of it. To exercise this
option you need only mail or personally deliver to
this invention developer written notice of your
cancellation. The method and time for notification is

a-/-aq
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S. B. No. 2465 - Page

set forth in this contract immediately above the place
for your signature. Upon cancellation, the invention
developer must return by mail or personal delivery,
within ten business days after receipt of the
cancellation notice, all money paid and all materials

provided either by you or by another party in your
behalf.

Unless the invention developer is an attorney or
patent agent registered with the United States patent
office, the invention developer is not permitted tc
give you legal advice concerning patent, copyright, or
trademark law or to advise you of whether your idea or
invention may be patentable or may be protected under

the patent, copyright, or trademark laws of the United
States or any other law.

No patent, copyright, or trademark protection
will be acquired for you by the invention developer or-
by this contract. Your failure.to inquire into the
law governing patent, copyright, or trademark matters
may Jjeopardize your rights in your idea or invention
both in the United States and in foreign "countries.
Your failure ¢to identify and investigate existing
patents, trademarks, or registered copyrights may
place you in jeopardy of infringing the copyrights,
patent rights, or trademark rights of other persons if
you proceed to make, use, distribute, or sell your
idea or invention. . - ) T
The contract must describe fully and in detail the acts or

services that the invention developer contracts to perform
for the customer.

The contract must state whether the invention developer
contracts to construct one or more prototypes, models, or
devices embodying the customer's invention, the number of
such prototypes to be constructed, and whether the
invention developer contracts to sell or distribute such
prototypes, models, or devices.

If an oral or written estimate of customer earnings is
made, the contract must state the estimate and the data
upon which it is based.

In a single statement the contract must set forth both the
total number of customers who have contracted with the
invention developer, except that the number need not
reflect those customers who have contracted within the
last thirty days, and the number of customers who have

“. received, by virtue of the invention developer's
"performance of invention development services, an amount

of money in excess of the amount of money paid by suck

G-/-23
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11. .

12.

" have a contractual obligation .to the

‘process in this state.

S. B. No. 2465 - Page ¢

customers to the invention developer pursuant to a
contract for invention development services.

The contract must state the expected date of completion of
the invention development services.

The contract must state whether and the extent to which it
effectuates or makes possible the purchase by the

invention developer of an interest in the title to the
customer's invention.

The contract must explain that the invention developer is
required to maintain all records and correspondence
relating to performance of the invention development
services for that customer for a period not 1less than

three years after expiration of the term of the contract
for invention development services.

The contract must state that the

correspondence required to be maintained pursuant to
section 8 of this Act will be made available to the
customer or the customer's representative for review and
copying at the customer's expense on the invention
developer's premises during normal business hours upon
seven days' written notice, the time period to begin from
the date the notice is placed in the United States mail
properly addressed and first-class postage prepaid.

records - and

The contract must - state the name of the person or.firm
contracting to perform the invention development services,

all names under which said person or firm is doing or has’

done Dbusiness as ‘an invention ‘developer during the
previous ten years, the names of all parent and subsidiary
companies to the firm, and the name of all companies . that

invention development services.

The contract must state the invention developer's
principal business address and the name and address of its
agent in this state authorized to receive service of

SECTION 5. Disclosures made prior to contract.

1.

In either the first written communication from the
invention developer to a specific customer or at the first
personal meeting between the invention developer and a
customer, whichever occurs first, the invention developer

shall make a written disclosure to the customer of the
information required in this section.

‘The disclosure must state the median fee charged to all of

the invention developers' customers who have signed
contracts with the developer in the preceding six months,

&~/ -2
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- developer. If the invention developer does not provide
"invention development services involving the evaluation of

D. B. NO. £40> = rage ©

excluding customers who have signed 4in the

preceding
thirty days.

o ) —— -

The disclosure must include a single statement setting
forth the total number of customers who have contracted
with <the invention developer, except that the number need
not reflect those customers who have contracted within the
preceding thirty days, and the number of customers who
have received by virtue of the invention developer's
performance of invention development services an amount of i
money in excess of the amount of money paid by those ;
customers to the invention developer pursuant to
contract for invention development services. )

a

The disclosure must include a single statement setting
forth the names of all individuals and entities that
possess an ownership interest in the invention developer
and have held or presently hold more than- a ten percent
ownership interest in any other invention developer. The
statement must include for each .individual and entity the
information required to be disclosed by isubsection 3.

The disclosurg must contain the following statement:

Unless the invention developer is an attorney or |
patent agent registered with the United States patent !
office, the invention developer-is not permitted to :
give you legal advice concerning-patent, copyright, or
trademark law or to advise you of whether your idea or - i
invention may be patentable or may be protected under ‘

the patent rights, -copyright,.or trademark laws of the
‘United States or any other law. T

No patent, - copyright, or trademark protection ;
will be acquired for you by the invention developer. |
Your failure to inquire into the law governing patent,
.copyright, or trademark matters may jeopardize your
rights in your idea or invention, both in the United
States and in foreign countries. Your failure ¢to
identify and investigate existing patents, trademarks,
or registered copyrights may place you in jeopardy of :
infringing the copyrights, patent rights, or trademark !
rights of other persons if you proceed to make, use,
distribute, or sell your idea or invention.

If the invention developer provides invention development
services involving the evaluation of inventions, the
disclosure must include a statement setting forth the
percentage of evaluated inventions that have been
successfully marketed or licensed by the invention

inventions, the disclosure must inform the customer that L
there is considerable risk involved in proceeding with the :

(-t 5
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S. B. No. 2465 - Page

development and promotion of the invention without an
evaluation and must further recommend that the customer
obtain an evaluation of the invention by an evaluation

source. The disclosure must contain the following
statement:

It is likely that no more than two percent and
probably less than one percent of all inventions are
successfully developed and promoted. You should
evaluate your chances of success accordingly and not
rely solely on the opinion of an invention developer.

SECTION 6. Financial requirements.

1.

Every invention developer rendering or offering to render
invention development services in this state  shall
maintain a bond issued by a surety company authorized to
do business in this state, and squal to either ten percent
of the invention developer's gross -income .from the
invention development business in this “state during the
invention developer's preceding fiscal year, or
twenty-five thousand dollars, whichever is larger.

filed with the secretary of state before the
developer renders or offers to render invention
development services in this state. The invention

developer has ninety days after the end of each fiscal
year within which to change the bond as may be

to conform to the reqﬁirement§ of this subsection.” -

invention

. The ‘bond reqﬁired byiéubSection 1 must be in favor of the

state of North Dakota for the benefit of any person who,
after entering into a contract for invention development
services with an invention developer, is damaged by fraud
or dishonesty of the invention developer in performance of
the contract, by the insolvency or the cessation of
business by the invention developer, or by the intentional
violation of this Act by the invention developer. Any
person claiming against the bond may maintain a claim for

relief against the invention developer and the surety
company. :

The aggregate 1liability of the surety company to all
persons for all breaches of conditions of the bond may not
exceed the amount of the bond.

In lieu of the bond required by subsection 1, the
invention developer may deposit with the Bank of North

_Dakota a cash deposit in the like amount. The Bank of

North Dakota may not refund a deposit until sixty days

r.after either the invention developer  has ceased doing

business in the state or a bond has been filed which
complies with subsections 1 and 2.

) A copy-
of the bond must be approved by the attorney general and -

necessary

Q1 — 2
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S. B. No. 2465 -~ Page 8

SECTION 7. Restriction on use of negotiable
connection with a contract for invention development services, the
invention developer may not take from a customer a negotiable
instrument other than a check as evidence of the obligation

instruments. In

- . o

of the :
customer. A holder 1is not a holder in due course if the holder f
takes a negotiable instrument taken from a customer in violation of
this section. '

SECTION 8. Records. Every invention developer shall maintain
all records and correspondence relating to performance of each
invention development contract for a period of not less than three
years after expiration of the term of the contract.

SECTION 9. Remedies and enforcament.

1. The provisions of this Act are not exclusive and do not ;

relieve the parties or the contract from compliance with
all other applicable laws.

2. Any contract for invention development services that does
not comply with the applicable provisions“of this Act is
unenforceable against the customer as contrary to public
policy; provided, that no contract is unenforceable if the
invention developer proves that noncompliance was

_unintentional and resulted from a bona fide error in spite :
of the developer's use of reasonable procedures adopted to !

-avoid any such errors, and if the developer makes an
appropriate correction. .

PO p—— e

. e e

3. Any contract for _invention development services entered .
4 into by a customer with an invention developer who has |
used any -~ fraud, false pretense, false promise, it

misrepresentation, misleading statement, or deceptive
practice in respect to that customer with the intent that
| the customer rely thereon, whether or not the customer was

in fact misled, deceived, or damaged, is unenforceable
against the customer. '

4. Any waiver by the customer of the provisions of this Act

is <contrary to public policy and is void and
unenforceable. '

Lore s u.

5. Any person who has been injured by a violation of this Act S
by an invention developer, by any false or fraudulent
statement, representation, or omission of material fact by
an invention developer or by failure of an invention
developer to make all the disclosures required by this Act
may bring a civil action against the invention developer
for the damages sustained together with costs and
disbursements, including reasonable attorney's fees. The ;
‘court in its discretion may increase the award of damages :

to an amount not to exceed three times the damages
sustained.

e e e sem e e
e
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6. Failure to make the disclosures required by section S of
this Act renders any contract subsequently entered into
between the customer and the invention developer voidable
by the customer.

U-t-5g
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President of the Senate

Secretary of the Senate

Speaker of the House

Chief Clerk of the House

This certifies that the within bill ofiqinated in the.Senate
of the Fiftieth Legislative Assembly of the State of North Dakota
and is known on the records of that body as Senate Bill No. 2465.

Vote: Ayes 50 Nays 0 Absent 3

. Vote: - Ayes 100 _ .  Nays o 0 Absent 6

| ! : B ’ " Secretary of the Senate - :

Received by the Governor at ' M. on ? , 1987. :
Appreved at M. on - ., 1987. 2
Governor
Filed in this office this day of .
1987, at - o'clock __ M.

Secretary of State

67,/,1;9
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7022 Elk Canyon Ct,
Okla. City, Okla. 73162

Clayton #Williamson, President

Kansas Association of Inventors

2015 Lakin

Cfreai Beunu, hansas b/oouv

Dear Mr. Williamson:

I want to "thank you" for the undivided atten-
tion and genuine concern you expressed in
answering my many questions as a novice inventor.

Yours very truly,

Carolyn Knight

Qei-30
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STATE OF KANSA!
OFFICE OF THE ATTORNEY
Consumer Protection Di A Z 7/5

301 W. 10th Street OW ?

Topeka, Kansas 66612

D
BT (913) 296-3751 ZZ/U/U
e e CONSUMER COMPL 7- 2 ?

(Please type or print in dai ﬁ'

Date_QcX.20,1988

Your Name /-—-D\B(\SA SEARNS Cefrusse

. = )
Your Address 2D § O. Cedac l d.
Street apt. #
OYe-a ha Kansas  Ecanklin Loleo\a)
City State County Zip

Phone Number Where You Can be Reached During the Day M:Q&m

Area Code/Number

Home Phone q \S*D\Qa—‘z}g QQ__ Social Security #__

Area Code/Number

Are You Filing this Complaint as an:

Indlvldual____}/ Sole Proprietor Corporation Partnership_________

Name of Company .
Complained About_ s ¢

Complote TN AMer BDuc DG,
Company Address, QSSS Queens ( ng;L gd, !\_\. &, ﬂgm_‘;%@p ..C,
Street City State P Q S (&

Name of Company Contact Person TOm A\.lﬁ(\

Date Contract Signed g«l IOI R’? Place Contract Signed

What Kind of Product or Service are You Complaining About? Qdi’{(\’(‘ m

_‘dzﬁzsﬁLQﬁf\_ﬁ:ﬁ md_,&nﬁhﬁaﬁg__gﬁdgsﬁlmgﬁd

Was Product or Service Advertised?___ Y / Provide Name and Datey\m aboud
Pubhcation_m_bb\)_oﬂm_lm&i&i R

Coulo \\QQJJK‘illlJ—‘b Cx%riﬁxm °§
Have You Filed This Complaint With any Other Agency(ies) l‘gig

Name of Agency(ies)

Results:

(Continue on Back)

A-1-3)
Q/’S/Ciw



The attached list of
KS as companies that
stuffed toy idea to.
listed, six are pure

companies were sent to Cheryl Stauffer, Ottawa,
American Idea Marketing (AIM) had submitted her

A random sampling
fiction.

has shown that of the eight

d-/-323
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Jubmission Report
nerican Idea Marketing

BNT1876 —- PLAYPEN TOY HOLDER

Bear Factory )
2627 Colibri Lane :
Carlsbad CA 92008

Line of Business: MFG STUFFED TOYS
Total Employees: 20
Secondary Name: Designer Stuffed Stuff*

Standard Industrial Classification Codes
3942

Bdj Inc. ,gﬁqézf 5

3112 Midland Dr ° 5';2 '
Pine Bluff AR 71603 fl'd ] /755

Line of Business:

Total Employeess

Secondary Name:

Standard Industrial Classification Codes S
3942 '

10 o N

7/,
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Submission Report
nmerican Idea Marketing

4NT1876 -~ PLAYPEN TOY HOLDER

American Hairfuss Club Inc. ﬂ p ' L g
324 Greenup St. ' M 74/ J 7 T %&W

Covington KY 41011 20 6 -

Line of Business: MFG WHCOL STUFFED

Total Employees:

Secondary Name:

Standard Industrial Classification Codes
3942 5042

10315 Eby
Shawnee Mission KS 66212

Bear B Rump Inc. f/g -

Line of Business: MFG TEDDY BEARS

Total Employees: 2
Secondary Name:

Standard Industrial Classification Codes
3942

&) \/~3L/_
Q:)/5'/ o




“Tbmission Report
erican Idea Marketing

BNT1876 -~ PLAYPEN TOY HOLDER

Grannys Fan Inc. f 521 17/

734 E Lakeside ’7,0"/’ Wﬂ/ﬁ*’&
P.O. Box 1442 W
Fayetteville AR 72702 £

Line of Business: MFG

Total Employees:
Secondary Name:

Standard Industrial Classification Codes

3942
Dells Originals _ A (4;3’(
3210 W Dailey O o-C 2

P.0O. Box 41951
Phoenix AZ 85080

Line of Business: MFG STUFFED ANIMALS
Total Employees: 60
Secondary Name:

Standard Industrial Classification Codes
3942 2392

cC o | ’
TMkEED W CHIMEZE of (ommeracs -
poppsss /5 A DESIPENCE-

a.-(-3¢
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jubmission Report
American Idea Marketing

BNT1876 -- PLAYPEN TOY HOLDER

& éﬂﬂr "
ol =~ 4/57’5D

Charming Creations A/O
3910 W Northern
Phoenix AZ 85051

Line of Business: MFG STUFFED ANIMALS

Total Employees: 20
Secondary Name: ’

Standard Industrial 'Classification Codes
3942 3999

e
: W
A B C Baby Furniture Outlet 44
430 Green Spring 205"
Birmingham AL, 35209

Line of Business: MFG BABY CARRIAGES
Total Employees: ¢

Secondary Name: Welsh Campany*

Standard Industrial Cla351f1cat10n Codes
3944 2511

G- /-3y
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l
| | !
A & 70 ME CLAYTON ()ILLIAMSOM i .
E WE HAVE. GEEN TN VOLVED. WITH AL SINE SEPT ST
WE THOUGHT WE _HRD. A GOOD.. me&g @ugr OR THE
ﬁw) INFORMATION K IT. WE.. FLLLWﬁéw FORMS |
AND SENT THER. BACK. T0. U SURPRISS THéV LIKED
ocue IOEA AND WANTED (LS TO. INUEST.:IN. A RESGH,@GH;
REFORT 70 SEE HOW FEASIALE LT 1WAS... o
BEFORE (0E SENT 1MONEY WE éﬂ445w175/6 /aaczufss‘
PueeA., CHAMBER OF COMMERNE. OF STOMCHAT {Uﬁ&%é/ag ;
SETTS AND BOSTON, (MASSACHUSETTS. T0. QHELs our
THE COm PANY. THEY SALO THERE . LOERE NO. 0L4ns mwzw
QoM PLATUTS AND._THET. THEY. Eau“a; zrqf BUSINESS 5
GUIDE LINES. PR
SO WE DEMLDED I F 7/%@ EOTQPAAL‘/MRJWW L7
SALD, IT /ST BE GOO), SO_WE. SENT. WKST‘%’%” |
FOP THE RESEARCH REHRT. } %
THeY SENT IT BACK SAYING. A:éLIﬁéV &07@@@5
@wo RESPONSES, COMGRA TUL ATING. ths_ON &éﬁ/f A
GREAT TDLH, THAT THEY BETEVED. _ﬁ?/QMAFHCﬁ(ﬁS@
lOWLD REALLY BE /Pﬁeészf/ﬁ.Iag; WUR T, |
THAT THEY LOANTED US T0. L ACLIE
THEY CoULD REFPRESENT _US.. .
THEY TOLD US mﬁm FEE. F@QMﬁ@U@M&
PRPOOUCT WouLD BE.I7 1802 0 0RER.
m:m 570 PRESENTIT 0. waj £

NECESSARY 70 SELL _Oobf P@QDM&L 1 . |

G—/-33
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THEY MADE IT «SOAL/UD Ll/ﬁf I 7 éc)z‘?S cyuwo | |
7’0 BE Quitk AVD THAT THEIR MAIN OBTECTLIE
WAS TO SELL OUR PRODUCT. _BECAUSE THEY
lwww MAKE THEIL INONE n EPpm THELR
(omMISSION 0N OuR PRODUCT. LT ALL SOUUNDED'
GOOD, BUT AS MANY. DELBV&__/,LJE,H/%C EN-

QOUNTERED AND EXCUSES SIMOE-WE. AGEEED
70 GO THROWGH WITH THLS, LT . VESH'T 555%7
AT BLL LIKE THAT IS.THEIR NAIN DBTECTIVE.

THEY HAD A FLOWCHART . g 0 TIMENG
CRLENDAR THAT LUE (WERE SURRASE TD BE ABLE .
0 FouLow, Buy NOTHING ﬁOJZ, JLIDED (OLTH
IT. THEY HAVE EXOUSES AOk fj’wLA/é mzm
BECAUSE “"SOMEONE . HAD BROKELL THELR ARIL" .
IF WE CALLED BECAUSE LWEHAQUT HEARD
EROmM THEM THEY 100ULD ALIIAYS SSEMT) SOMETHING
RIGHT AFTER WE CALLED. THIS HARPENED ALMOST
WITH CUERY. STEL THINGS WERENT JusST A
FEwW OBYS OFF, THEY LIOERE. wefﬁ;} %&A/O /UO/UTHJ :
OFF SCHEOWE. . e .

THEY SALO THEY. wm«a) wz Té/ a:ﬁaz/w/ |
JNANUFACTURERS  LIHEN THEY. wcﬁéﬂ?ﬂwé 70
GET US TO BECOME_THEIR CLIENTL  LOHEN THEY
GO7T READY TO SEND OUT THE. LRDOUCT REAR]
THEY SENT WS A MALLING LIST ANO. T//é/%

(J/% NO “FIHELFRLIE DR MATIEL OR CoLeaD” 125

J
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TOLD US THAT IMUST._NOT OF-. 1<%k .

But 7 LOASIT ..V WRLTLNG SO. me.cm.ow A9
WE SIGNED m@&&fﬁéméuﬁ;;..g:{;;;}N

AR, LF WE DONT TECMINATE JLTHIN A

PERTOD. OF TLME BEEDRE THE. TIIQ R,

WP WE RUTOMATIONLLY BET THELR SE

E//Tgwe@ AN _BODITIONA. YT !

FINISHED ALL OF THE. ,STCJO;LM,Q OUTLINED

| ANO NOW  ALL. THEL 4RE. LDOBNG. L1977CA/0M(72

TPADE SHOWS. THEYQONT INFORNUS Uf? /—)/W

OF THERR SO-CHLLEQ. EFFORIS ANQ JE. Oaw |

REALLY KNOW LF LIE 1WLLL. HEAR. /W(MJA/(

FROM THEM BGAIN. LOE_ARE UCRY U M PPy

O DISSATISFIED WITH THIS COMPAVY,

- RECENTLY AN ARTICLE IN THE LAPER DeSTRIED

\THIS COMPANY PERFECTLY, LT WAS (WRPLTIEN BY

KHISAS A SSOCIATLON OF ZWENTOKS, PRESLLENT, TALKIIG

ABOT HOO THESE COMPANLES SUCKER PEQPLE IO

7/%6[13 SCHEMES. IF: THERE LS mv WY K,

ey —re
07//3/‘7
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Mr. Clayton Williamson, President
Kansas Association of Inventors
2015 Lakin

Great Bend, KS 67530

Dear Mr. Williamson,

| recently received a complimentary issue of Inventor's Digest from Affilated
Inventors Foundation and | read your article "A Word to the Wise - From One Who
Knows ', which thank God, was none to soon! | have an idea and a prototype for an
invention that | feel has great potential and not knowing where to start, | sent
and telephoned for information as to how to get my idea off the ground. | received
numerous packages and 1 telephone call from a person who said his company helps
people like myself get started with a new idea. | had an appointment for tomorrow,
until of course | read your article. This company sald it will research my idea and
only after making sure they would be interested would | have to pay.

Mr. Williamson, where does an honest person get help? | know nothing on how to
start my project and | surely do not want to be fured into an offer where | not only
may loose my Idea, but almost as important, help to finance a company that has no
interest In an invention other to make money for themselves!

| have written to an Inventors Association In Florida but they only help you if
you are a résident of that state. Does you association help Inventors in states other
than Kansas? | am more than willing to join your association if it will help me to
honestly get my idea off the ground.

Respectfully Yours,
Ernie Thompson

60 Byers Drive

g Quarryville, Pa. 17566

C—/"j‘?z;l
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T STATE Ur¥ KANSAS
OFFICE OF THE ATTORNEY GEN..<AL Agent

Consumer Protection Division
301 W. 10th Street
Topeka, Kansas 66612-1597
(913) 296-3751

CONSUMER COMPLAINT /) ¢/ ST

(Please type or print In dark ink)

Date /0 -21-88 - BzFOPY

Your Name pﬁLAL - DQCAK‘ ?%{ﬂ
Your Address D.D.G)DX 1257 f

'Street

é(‘co} Bend. .KS . guﬂcou 675‘30

Clty County oFfice Zip

Phone Number Where You Can be Reached During the Day ‘ 3&! )9 3‘-883 ]

Area Code/Number

Home Phone 3/6" 292 "%b Social Security #_

Area Code/Number

Are You Filing this Complaint as an:

Individual____Z Sole Proprietor Corporation Partnership__

Name of Company R
Complained About__ N/c +iomal Tedee, cepnter

Complete

Company Aduess_ﬂ_mmcﬁamﬁ_&uaﬁhmdau_ﬁa_&w&
Street Clity State T Zip .

Name of Company Contact Personmw_mm_gﬁ‘fhu

Date Contract Signed 3~19—8R Place Contract Signed Hame-

What Kind of Product or Service are You Complaining About?
L i/co /szQ]tO fe and /C_nLc;
Was Product or Service Advertised? S ?rovi%g Name and Date of
Publication TK gu_% CQUAQ -LO\) e Becu V)’iavgc.‘z'.ue
Have You Filed This Complaint With any Other Ageﬁcy(ies)? _MQ__

Name of Agency(ies)

Results:

(Continue on Back)

-/~ ¢£3
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Detail of Circumstances of my Complaint

On April 23,1986 I conceived the 1dea of the " TELESCOPING TRAY." Not
long after this date I was looking through some magazine adds in the back .
of the April ;esue of HOT Rob MAGAZINE and saw the e.dd for " AHERICAN_ PATENT
RESEARCH and DEVELOPMENT " , (which is the first enclosuer). It listed an
800 number to call for a free kit and in the add you
(GET RESULTS!) I called the number and they sent me

DISCLOSUER AGREEMENT. (the second enclosuer), /@/7/ ﬁﬁ7/ 5

. Aifew-days-after I received this kit I received 2 4/ D
when I was going t,o return the Disclosuer Agreement. ,52'/ )

they Were having un evaluatlen comn;;ttee meeting ;,n { 4 é{ 7
new g.deap and tha.t I ehou;Ld rush to get it ';;here m
In tm.s document ; outlined a. diecription and eketh ‘ (7

- returned it to theu on June 17,1986, (see second en /a4 27

efter I sent ny idea to them, Amerieen Pa.tent Reseaz
pe apd said tha.'g j.g their evaluation meeting my mea
ma.;'ketlng possibllt;es. Then they pmceeded to eay , : v
' 'a. pa.tent search and a ma.rket atudy to further my 1dee and thi.s wo 11 - "?est ;;J;-

'me §775,Qo. L : ‘ L

I then received the contract (third enclosuer) outlining wbet ltn;g
research report would consist of,. plus the cost. When I didn't reply quickly,
within a few days a consultant from American Patent Reeea.rch and Development \
called me asking Af I had & problem with the contract. I replied saying,
that I wasn't ﬁna.ncialy;/able at that time to cover the $?75 00. A few da.ys ,
-later American Patent Research and Development called me and told me tha.t the‘y h a
felt so positive toward my idea that they would absorb some of the cost for -
the marketing research report and now:it would only cost me $500. 00. I vas, o
then authorized to cross out the initial amount of $775.00 and énter the

amount of $500.00 and put ny mtials beside the amount.,

Not long after I returned the contract I received a marketing research )
report which was ratheriimpressive” furneonbhmmgcamwmut,,mgmg' L
strategies or pa.tent searches. lLater I was contacted to see 4if I a.pproved '
of the report and to inform me of the next phase of the process. . -

a -y L,[%
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June 20, 19849

Workye D. Zekarge
39 Central Ave.#30646
Dayton, UOhico 45406

Mr. Clavton Williamson
Fresident

Fansas Association of Inventors
Fansas

Dear Mr. Williamson,

Thank you for sending me a membership application. Before I
£ill it out and send to vou, I would like you to share my
problems and hoping you will help me.

If you remember me, two or three months ago, I called you and
talked about my new idea that I submitted to a company {(which
at present, I don't want to mention their names.) At first,
they sent me a form to be filled by me which I did. After they
phserved the idea, they told me that they were happy to work
with it. I thought they were haornest people and agreed to work
with them. Later on, they charged me $485.00 for the
researched report. At that time I had decided to pay them
because if I refused, I knew they will take the idea from me.
After two months they send me the report. I read it from the
beginning to the end. Even though the report doesn™t worth much
for what I paid, it was something good than nothing.

The next hard step came. For the marketing report, they
charged me $7850.00 which I cannot afford to pay them. My idea
was not patented. I called and talked to U.&. Faternt and Trade
mark OffFice in regard to patent the idea. They told me that it
would take more than two years.

fAibout a month ago, they called me to enguire whether I was in
a position to pay them or not. I asked them to give me time.
After two weeks, they called me again. If I don’t pay them
with in this month, they told me that they would not be
responsible for the idea if it is stolen. At last, they
suggested to me that they could easily sell it to a
manufacturer at a lower price if I signed for them as the idea
have not been patented.

IF vou were in my place, what would yvou dob—-—-—-Would you wait
and see when unreliable companies rip you offf———Flease drop
me & limne as what to do.

When I think of these type of companies, whom can I trust to
work with o my second invention®

A-/_ s
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Thank vou for taking vour time in sharing my problems. I would
be waiting to hear from vou scoon. Fleasse keep this matter as
confidential.

Sinc

wmr:yé/gf/;;;arg@
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Novembeff“ q/ ((iy?

- Dear KAT, L
My name is Dan ,,Meanf,]‘m from Go&dard,kams,. .
I don't kmow_m a bout your orﬂanizaﬁonlbuf I |
heard O«bou’r,y.ou from o friend of a \C_,‘Y‘_'f'snd-.,“( gacd
yow help inventors who don't really know. whet +herre
. A.a;v-sy 5%r JT'W\} out. S° s ..'}.l'\.owﬁ}‘_f ’IIJC(W/ a,el(leh :
Cand moaybe be able to et gome information about
Companves Who represen Tnvendors.
Hre is my situations T come wp with an .
Invention recer\+\y, (.A devite !/_‘,S(’,A_ to C*‘&""’fkﬁfl"e“‘('“ﬁ o
of 903 , galvonized, ete, pi p.f..) T checked with some
Hool manufacturing Catalogs and found nothing fike ifo
. Not knowing what to 4<.].9.,t.i‘.,,.,'x??)%'lé...\?!‘!9“4},;_.‘....5?'16,yz.U@w.‘._,.,u..‘ -
- pages and come aeross AMERTCAN TVENTORS CoRP., T
called and asked for information on their services. They
et me Some forms ¢ information and asked for o drew ihg
along with dedails about haw i works and its adwdtses,
Every thing [ooked very proﬂassfpan ond confidential. T
_ M v»w«i\eé every%}nj ‘kb H\ew\,_:ﬁsr m‘y (ree__m(\_&\ii?S, Mrouf
1% weeks ‘(ﬂev,l received a call from a vepre sentative of
A,I.C. }‘fa‘ﬁh? that {—\qe:’r company be/c'emi my ideq cou’lé_
be paknhb‘e and marke'*qkle)w'(\]d\_i bolteve [+ /’J’../_A
They wanted do conduct « peknt search MS;nﬁ +heir L\Zyjeci
Pa‘]fﬁn+ a++OY‘h>leS’ which wou\é C_QS"}#IC?S‘ T 09&,64

and  mal Ieé Hhem my wohey a,\shj with A"‘S.C,/Of“f’é _‘ﬁ)"’"?&‘

ﬁw the S Patent + Trademeark ofize, 4-/-5o
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Ahout S weels Jeter I recajved a call from
another ATC. iepresentetive Steting theat M‘thl); Patent
. Protecthon Mi'gh’r be available for my inventon, They
also wanitd to meet with me in person ot thein
S+, Lowis, Migsouri of€ice., The representative, Dan &janj
- flew from Weﬁ\(‘fcuzM&SS. (Thefr home O'f"ﬁ“ce> ond I
dyove from wichive, Yo St Louis Yo meet, -
Thefr otler 1s Yo Lile o ,0&‘1-61/)" ap//f‘ca‘?*/bn for
me and do da all the necessary requirements for the
.apﬂiw‘hbh)(%{‘c“}#a) Palent ﬂHoW\e/;)_E'Fc,,) and
o men ket the 1dea. A“ 'FOPMS)}e‘H{M) peperwork lvg(fa;;;\,y
: *’0 Maruh'y\jj ovCCerSJ e’rc., w(“ he Vhe.:'led do me.
: E".ﬁ'fyv"_'ﬂv'ng will be done n my nome. T}\eya\,vorkei oul
“a schedule for Voyalfy cash advances, percendage,
perfohmame by T dus Jw/v, Iemﬁh of time of contracts,efe.
; pfw}a‘mo‘hj o Il'censfnﬁ of my invention . )
: Thetr Qes range -Crom'ﬂ'?)q‘m.oo Lo no
percentuge to com‘omy)’ro#lzzﬂQ0.00 for a 30% Cuty
Sl'nc@ I.Vt Y‘&"hmv\e,cl 'Fhovv\ S+ Lou“s J Irve,
eceived much D»A‘V}LQ from everyone. Before T Sigh
Gny u'\:h9 ) T went to know emcHy who T Aecgl/rn}
‘W’\H’\ 180 Hus i w\:\y Tm WT‘\'HV\jo
T conlacted the Petiler Busines Geuven
W\ Wich tda about this cdmpomy,bu-& H(\QV kept no
.Qfeb on H\GW\.TY\ey \Pdfc'r\cé me ‘Yo the 13.8.06 of
Western MosS,, but T called {or Hhee day; §%m/9ﬁr a-/- 57/
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, ,yob\ ﬁ;vt me more (ln‘QDY‘MCAI'Oh oh yowr__agan‘lzq+)'oh ,

_ahJ 9o+ nothineg but bl/\})/ gbha“& l‘)'uS‘]‘
‘\/\)Y\‘)Q{ “H\cpy\ 2} ,Z

e 40({&7 asking for information
on  any COM/?quh—fJ or o suis ])eh’}a;m‘yxgiro
AMerICA TWVENTOR S (okf,

| T alseo Wes wavd-\'nj “+o ask Yol {or

Lany il’\'('owr\a‘(foh‘ on +hig (D’V\/Oﬂ»hy,ﬂ‘f\’—\ whet
*>’°"‘ m;)h*} thinke of their services and cees,
’I'Vﬁ neverr done avy'l-%}nj like ﬂn?s before and

. ﬁ ’Qavm'n5 Qa j\«w‘ﬂt lea‘ 0:,3 lﬂo a\ot\ﬁ,A,So)COHM

?
T ,emclos[nj o JWpeA self- aé&ggei_

envelope . If @B Someone wou 4 like Yo C«‘\J r~y

numbar o the evervgs 15 (31 ZEEBE , My
— J

_,,,..w.or,?s._,nwmke.r, i ?.5_(3_/‘-),.‘?‘1575’3& but I'm usuai\/wuew
. their becauwse I'm out on job sifes.,

| Tkank you vér/ FWI\\LCL\F

‘ A)W O Mg
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Miami Beach, March 13%3-1989-7:20 P.M.

Mr. Clayton Williamson
President
Kansas
Association
of Inventors
Hoisington, Kansas

Mr. Williamson:

Soy latino, mi idioma es el Espafiol, pero no creo en
su compafifa eso serd obstdculo para poder comunicarnos, ya que tendrs
ademds de profesionales en asuntos de, inventos,nuevos productos,
patentes etc., quién o quienes dominen ‘mi idioma al igual que otros
idiomas necesarios para muchos tipos de negocios, de otra forma seria
muy diffcil esgtablecer didlogos, discutir proyectos, aconsejar, en
fin, orientar’una real comunicacidn ¢on individuos gue hablen una
sola lengua o idioma y creo hay bastantes que no saben de IngIEET.ao

Anyway,I can do some about this second language for
our comunication, not very much; but more than nothing. So please
forgive my mistakes.

Well, let's point out to the matter. I sent a new
product to a company in Washington D.C., (The Innovation Center)
what was called A.P,R,D.,and now all I've sent has been transfered
to (The National Tdea Center). They say is another building that
belongs to the A.P.R.D. I signed a contract + sent a money order for
$425.00 in last year (August), they call me every once in a while,
send me papers, some called New Product Review, (came wrong twice
and I'm still waiting for the new one with corrections been made); --—
but still NOTHING. Just my money like floating in a Limbo, (more than
6 month ago). I'm hopeful but, it's a little weird.... : o

Please, what you recomend me to do? Because let me
tell you, I trust my project, logical and seriously. Promises don't
convince me, times fly, more than 6 month waiting without results,
is sad and not the way to go; am I right? I'd like to think I'm
wrong about my thoughts, this is my first time in matters like these
and everything was great, until sent the contract signed + ny money
together. Now I have debts, I'm disabled, sometimes thinking I've
been swindled. We're a poor and honest family and never have cheated
anyone to take money or position from....Your experience will be
helpful, and your advices. Please, help me and God be whith you.
T have to do something. I keep copies and everything with me since
the beginning.

Thank You all in advance for your time and cooperation
and anxiously and looking forward for your ansSwers,

Grateful,Sincere and Re spectfylly, LEON de VERA.
' ' s cﬁé 1242 Drexel Ave.

Miami Beach,
F1.,33139




| Perem K% 6707 W. Goshen Ave. e Visalia, CA 93291 « 209/733-1700
PLASTICS ENGINEERING CORPORATION

January 3, 193¢

Mr. Clayton Williamson

Kansas Association of Inventors
2015 Lakin

Great Bend, K5 67530

Dear Mr. Williamson,,

I am sorry to hear that you are having a problem with
"Invention Marketing Companies'.

As far as I can determine, our salesman requested some
additional information on one of AIil's projects. We signed a
djsclosure statement to obtain the additional information. We

have not executed 2 '"no fee option agreement" nor are we
1ntere ted in pursuing the project any further with AIH,

I don't know if there are any reputable invention marketing
companies doing business. From what I have seen from AIil I have
not been impressed.

I have not had any other dealings with this sort of company
but I have worked with numerous inventors.

My suggestion to your group or any other inventor is to work
on their ideas themselves and talk to reputable manufacturers
themselves. This may take a lot of time and effort but if the
invention has merit, the results will be very rewarding. Any
time a "middleperson" is used, there are many opportunities for
tne project to go sour.

Sincerely,
SUNSTAR PLASTICS EHGIHNEERING CORP.

//W

James P, Caviglia TIII
President

JC:sb
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INNOVATION BUILDING
2155 Queens Chapel Road, N.E.
Washington, D.C. 20018

(202) 636-IDEA

May 11, 1989

Ms. Frankie D. Meek
229 Meek Street
P.O. Box 36 : ! : ;
Arkansas City, KS 67005 - : |

Dear Frankie, I o 5 C s e B
Needless to say, I was truly disabpointed when we‘got off_the phone
last evenlng Co i o :

For over two months I have tried to contact you SO we could talk
and, hopefully, allev1ate the concerns you had. I stayed late and :
came in on weekends to contact you. I had hoped after we did finally .
talk, that you knew we weren't the scam operation that the Kansas
Association_of Inventors thinks we are. If we were a scam and we.
didn't care, your complaint would have fallen on deaf ears Because .
we do care and because our clients are [=Te) 1mportant to us, we try our
“hardest to keep everyone satlsfled f. - i T: % . y_‘{ )
Obv1ously,er. Russell and Mr. Wllllamson have conv1nced you ; .23
otherwise, and your mind is made up.f‘I am sincerely sorry. : 1

Enclosed is the Agreement I said I would send to you. It is self
explanatory; however, if you have any questions, please call. Once
we receive the fully: executed agreement, all of your materials, and a
copy of the letter you sent to, the Attorney General 1n Kansas i ‘
withdrawing your complalnt we will send you a check for $938 OO

Véry truly yours,

i
W i | | . |
p ! o . ’ [ . i . :
: : : IR i ‘
: H H ! Lo | : ' :
- : H i ; [T : : :
: [ -l
| s

Regina A. Boltrek L Lo *
Assistant to the Dlrector
Client Communications |

RAB:yvt ‘
Enclosure P
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WRITTEN TESTIMONY
IN SUPPORT OF
THE INVENTION DEVELOEFMENT SERVICES BILL

Submited to:
Houge Committee on Economic Development

Kansas State Leglislature
February 13, 1990

Submitted by:
Gerald G. Udell, Ph.D.

Professor of Marketing and

Director, Center for Business Research and Development
Southwest Misgsourl State University

Springfleld MO 65804

and

Senior Partner,
| Innovation Institute
| Rt. 2, Box 184
- Everton, MO 65646
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For the record, I am Gerald G. Udell., I am a Professor
of Marketing and Director of the Center for Business Research
and Development at Southwest Missourl State University in
Springfileld, Missourl, I am also a partner in a small
business, the Innovation Institute, which has for ten years
provided invention evaluation services to independent
inventors. I also serve as an ex offleio membef of the board
of directors of the Kansas Association of Inventors,

I was previously the director of the National Science
Foundatlon Innovation Center at the University of Oregon.

The Oregon cente; was one of the first three Innovation
Centers ln the Unlted States and is best known for its work
with independent inventors. 8Since the completion of the
Oregon Experiment in 1979, the research and service functions
of the Center have been continued in the private sector
through tha Tnnovation Tnarituta.

Thus, since 1974 I have been involved in an effort to

monltor the activities of inventlon promotion firms. During

the period 1975~1977 I provided input to the Federal Trade
Commission in 1ts investigation of inventlon development
firmgs. In 1976, I served as an expert wltness for the FTC in
its case against the Raymond Lee Organization, which was
subgsequently found guilty of unfalr and deceptive acts
and practices under Section Flve of the ¥TC Act.

£inee the FTC actlion, the inventors problems wilh

Ineffectual lnventlon development services has gotten worse,

£°d dd "d3 "sNd TWAY 30I440 NTSTWTS 92:E7 Be. 60 234 é/',a.;? - R
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rather than better. Invention development firmg have gotten
much more sophisticated and their fees have more than
tripled. There is no evidence to indicate that their has
been any substantive increase in the effectiveness of many of
the firme in thisg industry.

During the past fifteen years I have been gathering
information about the practlces of inventlion development
firms. The results of that study will appear in the
September 1990 issue of the JOURNAL OF PRODUCT INNOVATION
MANAGEMENT. A draft of that article is inecluded with this.
tesgtimony.

Clayton Williamsgon, of the Kansas Association of
Inventors, has asked me to comment on the leglislation belng
introdunad taday by Repragentative Mead to regulate invention
development services. As a part of my research, I have
reviewed relevant legislation in other states and have made
input to several bills now enacted or pending.

The bill before you 1s the hest legislation proposed
thus far to regulate the lnvention development service
industry. This billl should be considered as model
legislation for other states to follow. The bill has been
. well thought out and provides independent inventors with the
information they need to make informed declsions in selecting
invention development services. Furthermore, the bill
provides inventors with civil remedies in the event their
rights under the bill are violated.

It has been my experilence that civil and othex remedies

\
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are vital to insuring that the disclosure provisions are
complied with. In recent months i have received information
from inventors in states which regulate invention development
services which indlcates that these firms are not complying
with the disclosure reguirements of state law. It would
appear that invention developers are simply ignoring the law
because the regulations in those states have no teeth.

To my knowledge, only North Dakota currently has a treble
damages provision for dealing with violators. 1In other
states regulations may assist the inventor to get his or her
money back, but there are no penalties or economic
disincentives for violators. Thus, the real protection for
inventors is scanty as the worst that 1ls likely to happen to
the invention development f£irm is that they may occagionally
have to give an inventor his or her money back.

In the North Dakota law, the attorney general 1s
rasponsipla for enforcing the invention development services
law. In the two vears that the North Dakota law has been in
effect, not one invention development service company has
filed the required disclosure information with the State.
The attorney general has used the law to help inventors to
get their money back. However, to date he has not attempted
to collect treble damaées for viclations of the law.

Sectlion (9)(AQ) of the legislation before you curregls
this potential problem by permitting injured parties to file
for treble damages in civil court. This remedy is most

appropriate in that it provides those whe are injured by

)
-2 ¢
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invention developers with an eguitable remedy.

Section (9)(£f), which directs the attorney general to
enforece the act and allows the recovery of $25,000 for each
violation, providesz the attorney general with an effective
means of insuring that invention development £irms will think
twice before violating Kansas law.

I have examined the other provisions of the proposed
legislation. I £ind nothing therein which would impose undue
regulation on this industry or which would discourage
legitimate businesses and consultants from providing their
gervices to Kansas inventors.

The United States simply must regain its position of
technolegical leadership. It is becoming increasingly clear
that those states which provide a positive environment for
innovation will be the leaders in thlis quest for renewed
technological leadership. These states wil; also enjoy the
benefits of innovation in the form of increased economic
activity, new jobs and the wherewithal to provide better
services to all their citlzens.

Independent inventors will, as they have done in the
past, play a major role in providing the inventions and new
product ideas upon which the new industries and businemsses of
the 19908 will be built. Passgage of the bill before you will
help insure that inventore will have the opportunity to play

that role.

4-a-5
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IT'S STILL. CAVEAT, INVENTOR

Gerald G. Udell, Ph.D.
Director, ,
Center for Business Research & Development
and
Professor of Marketing,
Southwest Missouri State University
901 S. National
Springfield, MO 65804
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IT'S STILL CAVEAT, INVENTOR

Gerald G. Udell is Professor of Marketing and Director of the Center for
Business Research and Development at Southwest Missouri State University. He
has sales experience with the Colgate company, product planning/marketing
management experience with General Electric and has been involved in several
innovation based new ventures. He served as the Director of the Oregon
Innovation Center, one of the first three such centers in the United States. He

has published extensively in areas related to innovation and is a prior contributor

to the Journal of Product Innovation Management.
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IT'S STILL CAVEAT, INVENTOR

Independent inventors are still major contributors to industrial innovation and
an important source of new products for industry. However, they are more often
abused than appreciated by the marketplace. This article describes the growing
problem of ineffectual and perhaps fraudulent invention marketing and promotion
in the United States and Canada. Although the firms promoting their services to
inventors have added to their claimed services and increased their prices, there is
no indication that the industry is any more effective in helping inventors to
license their devices to industry than in the past when the FTC disclosed that only

6 of some 35,000 inventors had earned a profit of $1 or more from dealing with an

invention promotion firm.
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IT'S STILL CAVEAT, INVENTOR

INTRODUCTION

In recent years the independent inventor has been all but ignored by public
policy and corporate new product developers as a source of industrial innovation in
the United States. Often regarded as eccentric and the technologically illiterate
champion of the perpetual motion machine, inventors have not experienced the
resurgence of respect enjoyed by the small business person.

To be sure, the majority of inventions generated by independent inventors are
either re-inventions of the wheel, gimmickry, unworkable or otherwise of low
commercial potential. Such is the nature of the industrial innovation process.
Outside of the realm of incremental improvements, all contributors to industrial
innovation face high odds. For example, of the 1600 discoveries and inventions
submitted to the Wisconsin Alumni Research Foundation (WARF) by University of
Wisconsin faculty, 65 were licensed to industry and 36 generated sufficient
revenues to cover WARF's costs.1

However, like small business, independent inventors continue to have a
noticeable, if not profound, effecf on our lives. The literature credits such

inventors for having given birth to as much as two-thirds of the major industrial

innovations.2

Recent innovations spawned by noncorporate inventors include
robotics and the now ubiquitous running shoe.

Whatever the source, hidden among the numerous nonfeasible are the rare
gems that make inventors of all types a valuable natural resource worthy of
recognition and protection. Given the high cost of innovation in a corporate

environment, the importance of the independent inventor is likely to continue if

not increase.

Q-3¢
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In addition to being a potentially large source of new products for
corporations, many of the noteworthy entrepreneurs of recent times started as
independent inventors. For example, Bill Bowerman, inventor of the running shoe
and founder of the Nike Corporation, started in his garage in Eugene, Oregon.
Whatever the route new product development may take, one should not lose sight
of the importance of providing an environment that supports and encourages
creativity for all inventors.

THE INVENTION PROMOTION BUSINESS

In the case of the independent inventor, such an environment is at best very
inconsistent. Aside from a few programs at the federal and state levels, inventors
are largely left to their own devices to thread their way through the innovation
progess.

Independent inventors have long been a favorite target for firms and
individuals with questionable business practices. Allegations of unkept promises,
misleading statements and advertising, phoney evaluations, the lack of results and
claims of downright fraud have clouded the reputation of the invention promotion
industry for yeau‘s.3

This paper examines the practices of this industry and is based on a 15 year
(1974-1989) study of firms offering various invention marketing services to inde-
pendent inventors. Specifically excluded from the study were nonprofit organiza-
tions such as inventor groups, university based innovation centers, patent
attorneys and agents, professional engineering firms and licensing specialists who
work on a commission bases. Included were those firms which charge substantial
fees for invention promotion services and who are generally subject to regulation

in those states such as North Dakota, which have invention promotion laws.

d-3._5
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The nature of this problem rules out any effort for anyone without subpoena
power to gather data in a statistically reliable manner. Despite this an attempt to
do so was made. However, all of the companies alleged to employ the question-
able business practices described herein, did not respond to requests for
information. Consequently, the data was obtained from inventor clients of such
firms, inventor groups, patent attorneys, state and federal regulatory agencies and
other relevant professionals.

The profile described below was subsequently reviewed by knowledgeable
persons including patent attorneys, regulators, relevant professionals and by
representatives of inventor organizations. Their responses indicate that the
problem may be worse than pictured below.

FEDERAL PROTECTION FOR INVENTORS

During the early 1970's invention promotion firms operated in a manner
reminiscent of the medicine man of nearly a century earlier. Their claims were
blatant and the promises were grandiose. For example, at the time one invention
promotion firm grandly pfomised success by advertising, "Want to make a million
with your idea? Contact ...." During this period idea brokers operated without
check and frequently with Better Business Bureau blessing.

Finally, in 1977, the Federal Trade Commission hauled the then largest
invention promotion firm, the Raymond Lee Organization, into court alleging that
the firm had violated Section 5 of the FTC Act.? The Government paraded
witness after witness to establish its claim that the firm had in fact engaged in
unfair and deceptive acts or practices.

In the Synopsis of Determinations it was declared to be an:

... unfair and deceptive act or practice for a seller of idea or invention

promotion or development services to misrepresent directly or
indirectly...

a4-3 _(
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1 ...that potential purchasers will be provided with evaluations or
appraisals of the patentability, merit, or marketability of ideas or
inventions.

4 ...the scope, nature or quality of the services performed to
introduce or promote ideas or inventions to industry.

5 ... (the firm) has special access to manufacturers or has been
retained to locate new product ideas unless such is a fact.

7 ... to fail to disclose ... all significant fees or charges....

8 ... the background, qualifications, or experience or expertise of
a seller or provider of services.

9 ... to induce through misleading or deceptive representations the
purchase of services that have little or no inherent value, or to
provide services that grossly exceed the value of the services
actually provided. It is also an unfair or deceptive act or practice
to retain money from the sale of such services.

The firm was ordered to cease and desist from direetly or indirectly
misrepresenting, "... the nature or value of ... (its) service or program ... the
earnings potential ... (or that) any person, firm, organization, government agency,
or official has endorsed ... unless such is a fact." The firm was also ordered to use
a disclosure statement containing the following:

We do not evaluate the potential of your idea or tell you whether it

can be patented or marketed; In (date) we sold our complete service to

(total number) customers. Of these, (number) received more money

from our services than they paid us; In addition to the money you pay

us, you may have to pay attorney's fees, Patent Office fees, and other

charges in connection with our program. Ask us for complete price
information.

Saddled with these restrictions and requirements, the company went out of
business, but not before it managed to glean perhaps as much as $35-50 million
from hopeful inventors.

In addition to the fact that they had been convicted of violating Federal Law,
the organization apparently accomplished very little. Only 6 of the more than
35,000 clients that retained the company to market their inventions ever made a

profit of $1 or more.? Their passing was mourned by few. The hope was that the
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FTC had sent a very clear message to the marketplace, and that inventors could
look forward to better and less hazardous days ahead.
IT'S STILL CAVEAT, INVENTOR

Unfortunately, that hope has not materialized. It's still caveat, Inventor. In
fact, perhaps even more so. The ante is up as "fees" have increased
substantially. The prices charged by invention firms have increased from $800-
$1,500 of the early to middle 1970's to $12,000 and more in 1989;6 with the
highest fee cited during this investigation being in excess of $57,000.

Using the FTC estimate as a base, the author contacted a number of persons
previously interviewed during the course of this study and asked them for their
estimate of the current level of invention promotion activity. All respondents
agreed that the level of activity has increased and that fees charged are
considerably higher than in the 1970's. Estimates of the current size of the
invention promotion business ranged from $400 million to over $800 million
annually. There is no way of validating these estimates. However, the
respondents were all persons knowledgeable in the area.

Resources that are invested with such firms cannot be put to more productive
work elsewhere. The presence of such firms therefore drains investment capital
or seed money away from productive uses where it is most critical--at the early

stages of the innovation process.

Another problem is that the approach used by invention promotion firms has
become much more sophisticated. Gone are the blatant claims mentioned
earlier. They have been replaced with carefully worded statements like, "very
few inventions ever make it." Unlike their predecessors, the new breed of

invention promoter typically no longer promises the moon.
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Like their predecessors, they appear to continue to fail to deliver it.
According to the Minnesota attorney general, one inventor service firm had 9,184
inventor clients, of which 14 had by 1984 made a profit of $1 or more.’ Another
such firm in 1984 alone charged inventors fees of $1.4 million, while its licensing
fees for the 7 years of its operation totaled only $150.8

The level of claimed "services" provided by invention promoters has
expanded. In addition to invention promotion, patent searches and patent
application services, some firms provide invention evaluation and marketing
research assistance. There are numerous legitimate firms and individuals which

offer those services. Hence, one must be careful not to generalize. Indeed, the

number of businesses offering value for each dollar received by far outweigh those

who do not. The purpose here is not to give those who serve inventors a "black
eye."

However, those who engage in questionable acts and practices do cast a
shadow over the entire industry. More importantly, they have a negative effect
upon the rate of innovation. In addition to diverting investment capital, invention
promoters discourage many inventors who then withdraw from the innovation
process. Others, wary of being ill served, and trusting no one, attempt to enter
the marketplace on their own and fail. In many cases their mistakes could have
been avoided with proper advice.

A 1978 survey of its clients by the Oregon Innovation Center indicated that
these operators have been very effective in persuading independent inventors to
use their "services." Of the 130 clients responding to a survey of their
experiences with idea brokers:

59 (45.2%) had contacted an idea broker.

64 (49.2%) were aware of them but had not made contact.

qd-3.9
‘9//3/670



7 (5.6%) were unaware of them.
Of those (59) who had contacted idea brokers:
28 (47.5%) had used their services.

31 (52.5%) did not use their services.

Thus, of the total number of clients responding to the survey, 21.5% had used their

9

services.” Given the increase in the sophistication of the promotions aimed at

inventors it seems reasonable to conclude that these firms may be even more
successful today.
CURRENT INVENTION PROMOTION ABUSES

Since the FTC decision the author has conducted a longitudinal study of the
invention promotion business and its practices. During the last ten years
interviews were conducted with over 300 independent inventors who had been
contacted by an invention promotion business. Of these, slightly over 100 had
utilized the services of such a firm. In half of the cases some sort of a tangible in
the form of a evaluation report, patent search, or marketing study was available
for analysis. There were no instances of a successful licensing arrangement or
even a corporate inquiry generated by an invention marketing firm reported by the
respondents.

Before proceeding further, a caveat is in order. The study also uncovered
information about legitimate consultants and technology transfer specialists
serving inventors. Included in this group were university-based groups, several
nonprofit groups and a variety of for-profit enterprises. Their existence and
contributions are hereby recognized. However, these firms and groups typically
do not employ the questionable practices associated with so-called invention

brokers.

Among the practices that seem to set the two groups apart are the following:
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1. Pursuit of questionable patents, even when patent searches
~ indicate that prior art exists.

2. Invention marketing efforts which consist of poorly prepared
brochures which are mass mailed to corporations.

3. Evaluations giving glowing reports and exaggerated claims of
market potential even when the chances of any market success
are exceedingly remote.

4. Market research reports which are filled with non-relevant or
useless information. Much of this information is gleaned from the
inventor. There is typically very little in the way of defensible
research.

Each of these practices is worthy of closer examination.
INADEQUATE AND MISLEADING INVENTION EVALUATION

Some idea brokers offer invention evaluation services which it is alleged are
intended to assist inventors to determining the worth of their invention. In some
instances the promotional copy examined during the study appeared to be
patterned after that of the National Science Foundation-funded Oregon Innovation
Center and its private sector successor, the Innovation Institute. The promotional
copy examined typically talked tough evaluation. However, all attempts to deter-
mine how tough failed. That is, with the cooperation of inventors firms offering
evaluation services were asked to supply information about the percentage of
inventions receiving passing evaluations. The only response received to this
question was, "We can't tell you this because it would violate our clients
confidentially." In most instances the request was simply ignored.

However, the results of evaluations reviewed indicated that the firms
involved functioned much differently. All of the evaluation reports examined were
highly favorable. In contrast, only one invention out of some sixty inventions re-
evaluated by the author using the PIES IV format received a passing score.10

Typical of the evaluations examined was the case of the inventor who, after read-

ing that, "only a very few ideas make it" paid over $200 for an initial evaluation.
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Apparently he was one of the "few," for he received a glowing report stating, "we
like your invention" and an urgent follow-up call suggesting that he "fly to their
regional office so that they could discuss the next step" (at an additional cost of
$3,000-$5,000). There is nothing inherently wrong with this approach. However,
in this case there is. The inventor's idea was to build a frame embodying two
small jet engines that would clamp on to the top of the family car permitting the
driver to blast off and fly over traffic.

The "evaluation" in the preceding example was based on nonspecific eriteria.
That is, the evaluation report, like many others examined, did not contain any
specific reasons for accepting the idea. In those instances where specific criteria
are mentioned they tended to be limited to fairly superficial technical revisions
(in terms of production feasibility or perpetual motion), or unlikely events such as
having a name identical to a product already in the market. Everything else is
offered to the marketplace. When these criteria were applied to the inventions in
question, not one failed to meet them. Even a competent technical review will
eliminate only a few of the inventions of the type normally submitted to invention
promotion firms. Although considerably more high tech oriented than the typical
idea broker, about 85 percent of the inventions submitted to the Oregon Innova-
tion Center and its successor, the Innovation Institute, have been nontechnieal in
nature. Only a small fraction failed because of lack of production feasibility, and
surprisingly few were perpetual motion machines. While some were inefficient
and others would not work, they would not be classed as perpetual motion.
Furthermore, inventors on the cutting edge of their technologies are not likely to
seek help from these sources. Hence, the risk of screening out the typical

invention borders on the minuscule. Such superficial evaluations are, at best,

misleading.
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More recently some firms have taken the position that they do not presereen
inventions, i.e., all inventors are welcome. One such firm states flatly "there are
too many variables to consider."” This is nonsense. The marketplace will consider
them. Any firm alleging to provide professional services eannot duck the issue of
commercial feasibility. To do so is about as professional as a patent attorney who
routinely fails to perform a patent search. Either strategy—superficial or no
evaluation—gives rise to an interesting possibility. Namely, are such practices,
when used by a firm alleging to have professional expertise, a misleading act or
practice as defined by the FTC Act?

INADEQUATE MARKETING RESEARCH

While marketing research can play a very important role in the innovation
process, some of the work performed for independent inventors is virtually
worthless. For example, the "inventor" of a colored embossed paper clip received
a very substantial report about the market for his invention. The bulk of the
report—about three-fourths was devoted to standardized double digit SIC code
information about the office paper processing indﬁstry, IBM, and Zerox. The few
pages devoted to the idea extolled its "superior paper holding qualities" and the
"eonvenience of color-coded paper clips." At no point did the report mention that
both colored and embossed paper clips were readily available in the marketplace
and had been so for some time. The report then recommended the further
development and marketing of the invention. In this instance the research was
inadequate, and the advice incorrect. Even a cursory glance at the market place
would have revealed the presence of prior art, which being in the public domain,
would dim the prospect of technology transfer.

This does not appear to be an isolated case. In 1980, at the request of state

officials in Oregon and Washington, the Oregon Innovation Center analyzed six so-
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called "market potential studies" compiled by a West Coast firm. 11 Since these
"studies" are similar to others sent to the Center by inventors from elsewhere in
the United States, they provide a useful picture of this approach to bilking, if not
defrauding, independent inventors. |

In the cases studied by the Center in the late 1970's the average fee was
approximately $3,000. However, by the end of the study in 1989, the fees had, as
reported earlier, increased even more for very similar services. Inventors are
getting less in the sense that all of reports studied gave highly favorable
evaluations and urged the inventor to pursue further development, which in the
opinion of the Center, was not warranted in any of the cases.

The "reports" averaged about 80 pages in length. Most of the material—about
three fourths-——was computerized double digit SIC code information, much of
which is easily collected at a public library or found in basic small business or
marketing texts. The data appeared to have been canned and to have been called
up for any product falling into that double digit SIC code. Much of this
information was viewed by the Center to be worthless in that it did not contribute
to an understanding for the particular potential products under "study."

The pattern of the remaining pages was nearly identical and can be
summarized as follows:

Product Definition

Promotional material was very eleméntary and contributed little in the way
of description and definition. As a sales aid, the material was impotent and the
claims were frequently unrealistic or unsupported. Cost estimates were based on
vague and questionable assumptions. In most cases no selling price was projected.
Market Evaluation

Some information in the reports studied was canned, non-relevant,
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instructional material on a junior high level. The material was too brief to have
any instructional value and was inappropriate in g product analysis, The research
was uniformly of doubtful value. All of the reports could have been written in a
short period of time with no experience in marketing and with no research. There
was no mention of the methodology utilized or the scope of the research effort.
No attempt was made in any of the reports to assess the risk involved or to
project a reasonable market size.

All of the research was alleged to have been done in a coastal Southern
California city. It is interesting to note that one of the potential products
analyzed was a recreational vehicle for use in snow country. As noted previously,
the recommendations were not warranted and were dangerous in that they
uniformly encouraged clients to invest relatively large sums of money on very
skimpy évidence.

Market Scope and Size

Most of the material was generalized, irrelevant "puffery" that was in each
case padded and failed to define markets specifically and relevantly. Market
Scope and size were ignored,

In brief, the reports were universally worthless in the judgment of the Center
staff and the other marketing experts who reviewed them. The "reports" avoided
the old excesses of idea brokers—indiseriminate patent filling and weak
promotional efforts—but pursued a new, but still erooked path of bogus marketing
research. The end result is still the same—no meaningful assistance for the
inventor. Again, the possibility of Section 5 relevancy raises some interesting
questions.,

Subsequent to this analysis over twenty additional similar reports by other

idea brokers have been reviewed. Although some firms had added additional
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services such as patent searches and fees had increased substantially as reported
earlier, the reports paralleled the earlier group in format, content and value.
QUESTIONABLE PATENT ASSISTANCE

While some firms appear to focus on providing marketing research reports,
the practice of providing questionable patent assistance has not disappeared. One
of the bits of conventional wisdom that has been passed down to inventors is that
the first step towards commercializing an invention is to obtain patent protection
although Donald J. Quigg, Commissioner of the U.S. Patent and Trademark Office
has advised inventors to obtain a competent and legitimate commercial and/or
technical evaluation before contacting the patent office.12 However, the wisdom
persists. As a result, many invention promotion firms have incorporated patent
services in their mix of service offerings.

While there is nothing wrong per se with this practice, patent attorneys
frequently complain of high fees, poorly done work, and inappropriately filed
applications. A classic example is provided by a California "inventor" who paid an
East Coast firm $750 for a patent search of a very old and inactive art. The
search revealed five patents of a pre-1925 vintage. The art in this case was
simply a doll-clown face. In addition to being a very typical clown face, it was a
virtual clone of a 1919 patent. In spite of the fact that the examiner advised that
the idea presented nothing new and that "... favorable action ... (was) question-
able," the firm recommended to the client that he retain them to, among other
things, file a patent application. The intended client in this case was a retired
couple living on Social Security. The proposed fee was $6500.

In this instance, the company represented itself as having expertise, upon
which it proposed that the client rely. Again, the relevancy of Section 5 is an

interesting possibility. That is, if a firm holds itself out as providing patent
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assistance, is it not a potential unfair or deceptive act or practice to propose to
file an application in cases such as the one outlined above?

In addition, inventors are now solicited for disclosure document submission
services at a cost of $2-300. Disclosure documents can easily be filed by any
inventor by following the very simple instructions contained in a single paragraph
in a publication supplied at no cost by the Patent Office. There are no forms to
be filled out or detailed procedures to follow in making a disclosure to the Patent
Office. The total cost of the do-it-yourself approach is $6 plus post:atge.13

Another new service is copyright searches for fees of $6-700. Typically such
copyright searches would not be relevant for inventors since they involve
copyrighted materials.  According to Page Miller, a copyright information
specialist at the U.S. Copyright Office, that office will perform searches upon

request at the rate of $10 per hour. Most searches take from two minutes to a

couple of hours. 14

IMPOTENT INVENTION PROMOTION

For ;i brief season invention promotion seemed to take a back seat. However,
invention marketing, or invention submission, as it is sometimes called, is now
back in vogue, but with a few changes. First, charges are up considerably. As
noted earlier, during the past few years the fees charged inventors have increased
eight to ten-fold and perhaps more. Second, some firms appear to be attempting
to "market" their client's inventions. In one instance, the company routinely mails
out copies of product-related advertisements with its promotional literature. In
some cases, the ads are typed and contain rather crude hand drawings. Others are
adequate. However, in the materials examined to date, there has been no
reference to sales efforts or sales levels. One cannot help but wonder if the major

marketing effort is to other inventors.
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However, the basic service offered by invention promotion firms is still the
promotion of new product ideas and inventions to third parties. Most inventors—
perhaps as high as 90 percent—have little or not entrepreneurial aspiration. Most
of this group, including many technically sophisticated inventors, has had little
experience in licensing. A high level of felt need coupled with a lack of
knowledge has made many inventors into easy targets for those who proport to
understand the process.

Virtually all of the invention offerings and promotional efforts of invention
promotion firms examined during the course of this study followed the same
pattern. First, the invention offerings or prospectuses consisted of a basic
description of the device, perhaps a drawing or picture or two, and some
promotional language which typically over promotes the market for and/or
advantages of the invention. Unfounded claims and the lack of any empirical
research or testing was a near norm.

During the course of this study information concerning the marketing efforts
of invention marketing firms was difficult to obtain. Examination of promotional
literature and telephone interviews with representatives of such firms yielded only
vague information. However, interviews with patent attorneys and corporate
technology licensing executives produced a consistent picture.

Although some firms attend a variety of technology fairs, most marketing
appears to be done through the mail. Product offerings or descriptions, along with
a form letter, are mailed to the president, new product manager or R&D manager.
That is, the mail was typically addressed to a position, rather than the individual
person in that position. Throughout the study it was alleged that mailing lists are
drawn from such basic sources of information as "Moodys" and "Standard and

Poors"—sources readily available to inventors.
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All of the corporate licensing executives interviewed during the study
described these promotional efforts as weak and ineffectual. The overwhelming
majority of licensing executives interviewed either instructed their secretaries to
throw away any new product submittals or did so as soon as they realized the
submission was from an invention promotion firm.

Some invention promotion firms charge fees for specific services rendered,
such as $8,500 for developing a product portfolio or $3,600 for identifying
approximately 40 prospects and mailing form letter solicitations to them. Others
list a variety of services which may be performed in exchange for an agreed upon
fee. As noted below, in some cases, there is no guarantee that these services will
be performed.

Some firms tout their membership in legitimate business and professional
organizations, (which | anyone with the membership fee can join), and their
attendance at technology transfer fairs. While both are reasonable things to do,
neither validates the honesty, competency, nor effectiveness of the firm. These
proofs come from performance. None ‘of the material examined thus far has
contained any reference to output or any form of disclosure that would aid an
inventor in making an informed decision. This includes material sent to inventors
in states which now regulate the invention promotion industry and require that
disclosure statements be furnished to inventors.1?

From a marketing perspective, the approach used by most invention promo-
tion firms is not compatible with the attitudes and buying behavior of most
technology licensing agents. That is, invention promotion firms tend to treat new
product ideas/inventions as convenience goods to be mass merchandized.

Consequently, they use impersonal selling techniques and intensive market
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coverage by broadecasting their offerings to firms whose product lines are only
remotely related to the idea or device being promoted.

In contrast, buyers of new technology tend to treat outside new product ideas
as shopping goods. As a result, buyers expect sellers to employ selective
distribution techniques, personal selling and to be very knowledgeable about their
firm, its product line and needs. Applying the logic of Bucklin's application of the
classification of goods concept to this situation, there is an obvious mismatch. 16
That is, the channel(s) used by invention promotion firms to distribute inventions
and new product ideas frequently does not line up with the channels used by
potential corporate buyers. Correcting this problem is the responsibility of the
seller. The failure to do so gives support to the claim that'many invention
promotion firms are more interested in collecting fees than in licensing
technology.

None of these practices are illegal. However, again Section 5 of the FTC Act
appears to be relevant. Even if a firm makes no misrepresentations as to the
chances for success, the offering of a service which has demonstrated through
long term usage to have little or no chance of success without disclosing that fact,
many constitute an unfair or deceptive act or practice.

The contracts utilized by at least some firms do not differ materially from
those used by the earlier generation of invention promoters. Still present is
language such as:

To secure the services and conditions furnished by the company, as

outlined in the agreement, the Inventor agrees to pay the sum of ... in

advance to the company it is specifically understood that the company

is not required to provide any of the services enumerated ...

Although the right hand does not give, in this case the left hand takes away,

permitting the firm to collect its fee, but obligating it to do little or nothing on

its client's behalf.
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Objectionable as such terms may be, the primary objection to the marketing
efforts of the invention promoter may well be that even if these firms did make a
sincere effort, the overwhelming majority of their offerings may be so seriously
deficient in terms of commercial feasibility that the net result would not be much
different.

CONCLUSION

Invention promoters are back—this time with an expanded list of claimed
services and more professional appearing promotions, but with no greater evidence
of impact. The allegations of fraud, incompetence and ineffectiveness directed at
invention promotions are significant in their own right. However, the most serious
problem with the current practices of invention promotion firms may well be the
potential for negative impact on the rate of industrial innovation in the United
States and Canada. First, resources spent unproductively on invention promotion
services can not be invested elsewhere. Second, inventors tend to become
discouraged and withdraw from the innovation process after recognizing their
trust and investment with an invention promoter may have been misplaced.
Finally, uncertainly over who is legitimate and effective causes some inventors
not to seek needed assistance and keeps others from even trying. Thus far, the
FTC hasn't renewed the battle, and the Justice Department has not chosen to
pursue those who use questionable business practices.. Some of the states have
acted, but in most states inventors are still fair game. Until such time that state

action spreads or the Federal Government acts, it's still caveat, Inventor.
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The U.S. patent laws were established for the purpose of (1) giving the
inventor a monopoly for a period of time to recover the cost of developing
his idea and (2) fostering technology by making the invention public
knowledgable. Until a patent is issued, the inventors intellectual
property is very fragile. For the past several years, the number of
patents issued to american inventors have steadily decreased, while the
number issued to foreign inventors has steadily increased. Almost all
inventors I have met express some fear about losing their ideas, and many
inventors never have the opportunity to develop their invention and the
idea dies with them.

Most inventors are of limited means and can ill financial losses. Most
have borrowed from savings, friends, have mortgaged their houses, and
almost all during the early stage of development are deeply in debt.
These people, in my opinion, suffer losses of greater importance than the
financial in the loss of their intellectual property and missed
opportunities when dealing with unscrupulous invention promotors.

On the average only approximately 2 inventions in 100 become financially
successful. Most inventors are invention development illiterate. They
don't know where to go, who to trust or what to do. With the idea burning
bright and the challenges seeming unsurmountable, they become easy prey
for smooth and sophisticated invention promotors that have been searching
for ideas just like theirs. Upon hearing this, the thought of success
_burns brighter. Armed with word processors, fine stationary and a flair
for words, the promotors quickly gain the upper hand. After the memory
flow stops the relationship cools and the projects slowly folded up.

It is under the best conditions, difficult for an individual to develop an
invention, in fact it is often difficult for a large company to develop an
invention. As an example, the Ford Motor Company lost million of dollars
developing marketing for the Edsel, yet Ford Motor Company knows as much
about developing and marketing cars as any company in the world.

House Bill #2792 as it presently stands, has in my opinion, one element
that needs to be changed. The bill addresses the "Inventor Developer"
(Section 1) (e) and I suggest this be changed to mean "Inventor

Promoter". My reason for recommending this change is to exempt legitamite
consulting engineers and technical people that provide help in developing
an invention that may charge in excess of $200 for their services and do
not meet the requirements of section 501 (c) (3) in section 170 (h) (i)
(a) of the Internal Revenue Code of 1986 as amended. Under the bill as it
currently stands, these specialty services would be reluctant to provide
help the inventor needs.
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The bill, when changed to prevent discouraging business providing
professional services from wanting to deal with inventors will be of great
help for all inventors. In summary, I believe this bill when passed will
solve these problems:

1.

Inform the inventor of the hazards that lay ahead.

Force the invention promoter to report sucess or the lack of success
from previous efforts.

Require that the invention promoter to commit promises in writing.
Hold the invention promoter responsible for his decision.

Help protect the inventor's intellectual property.

The mathematical odds are that the invention and promoter will fail but
both should be given the chance to try with neither having the advantage
over the other. Passage of this bill will have an impact on the inventors
and will encourage and support creative thinking.
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TES TIMONY

TOm e MEMBER OF HOUSE CCMMITTEE ON ECONCMIC DEVELOPMENT
FROM"~~~DALE A, RUSSELL

DATE"---FEBRUARY I3, I990

Honorable Chairperson Baker, Member of Committee and Staff, good afternoon,
I am Dale Russell,

In the fall of I988 while watching television late one night. a television
commercial came over the screen which caught my interest immediately. Over
the course of the evening, the same commercial was aired many times. It was
a dream come true, or so I thought, that someone out there knew that peorle
such as myself, needed help to fulfill their dreams. You see. I had an inven-
tion and had spent many sleepless nights trying to figure out what to do to
zet it on the market. I knew that if I just had help, I would ﬁake it and
here was a man on television that knew exactly what to do!

The next day. I made the first telephone call (80C number), excited
that I could just pick up the phone, at no cost, and ask for a free sample

kit and advise on how to get started on the road to success., I was talking

to a representative of American Patent Research and Development. This per-
son told me that "they" knew that the road the inventor takes is a long and
discouraging one and that "they'" were in Washington, D.C. by the patent office
thus they knew everything about such. This person then said that for no
charge whatscever. they would send me a sample kit with all of the infor-
mation that I would ever need on patenting, manufacturing, etc..

I recieved the kit and immediately became excited and just knew that
I had a marketable product. I started receiving calls daily from John 4.
Thomas, a consultant from American Patent Research and Development. Ve

talked extensively about what is involved in the invention road. He then
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began interrogating me concerning exactly what I had done thus far with my
invention and exactly what it was. Over the course of a few weeks. we talked
almost daily about such and the more we talked. the more excited I hecame.
It was a dream come truel! TYou need to understand that the inventors role
is not like that of changing Jjobs or carsers, it is your dream and your
invention is like that of your "baby'". You are very vulnerable and are in
fact willing to do anything possible to make that dream reality. I say
this hoping that you understand why I and many others have been vulnerable
enough to "fall under the spell" of these unethical companies and their
practices. I now know that they are thieves and scoundrels that literally
prey on your emotions. To explain these facts and my reason for knowing
so, let me tell of what happened with American Patent Research and Devel-
opment .

Over the course of my conversing with Mr. Thomas and my telling him
of my invention, he would use such tactics as talking to me for an hour.
then after hanging up. he would call me rizht back to talk more and to tell
me how excited HE was. that he just knew that I had a unique rroduct. He
told me that what I needed was to have a product strategy report done on my
invention, He said that if I would send him all of my notes. reports, draw-
ings etc., that his company could do the product strategy report for me for
only $800.00, which would save me months of work and thousands of dollars,
He hyped this up and tried to pressure me to do so, saying that time was of
the essence, that we needed to get everything done as soon as possible for
patenting reasons. I told him that I would have to discuss doing so with
my wife and explain it to her. I and my wife decided to check with the
Washinzton. D.C. Better Business Bureau. They had nothing bhad to say about

the company. thus we decided to go ahead and invest the $800.0C,
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The next day, Mr. Thomas called and I told him that I had decided to send
the money and all of my information that I had compiled, which I did,

In a few weeks. I received the product strategy report. It seemed
impressive, but all that it was, in fact, was a regurgitation of my own
words. drawings. and my own marketing strategy. They had just moved and
reworded.

Mr. Thomas continued to call and encourage me to take the next step.

I told him that I was concerned because of the fact that the product strat-
egy report consisted of my own words and ideas. He praised me saying that
I had layed down such wonderful information for them to use, that it just
seemed to be that way. He told me that they were prepared to patent. man-
ufacture and market my invention. That was my dream! Someone other than
myself believed in my invention, my baby! Mr., Thomas explained that there
were three courses that I could take. I could use step A (which would

cost me $3,000.00), step B (which would cost me $5,000.00) or step C (which
would cost me $6,500.00). My dream shattered, I did not have that kind

of money. I explained this to Mr., Thomas, he asked if I could borrow it
from family and friends. explaining that banks do not lcan people money

for things like this. I said that I would see what I could do. He con-
tinued to call me practically every day. assuring me that by taking one

of the steps. that I would be on the road to success. To be honest with
the committee, I began stalling Mr. Thomas in order to either save the
money to send them to be able to continue or to persue cther avenues.

Thankfully. this is when I heard of and found KAI and learned of
the organization. I talked to Mr, Clayton Williamson and told him of
American Patent Research and Development. He told me that he was familiar
with them and that they were very unethical and had no proven track record.
He said that he would give me the names of other individuals that had been

taken by them. I was advised that in order to retrieve my money that I
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had given them, that I needed to file a complaint with the Kansas Attorney
Generals Office. I immediately did so., In a few days, many people from
American Patent Research and Development began calling me to inquire as to
what the problem was. Telling them that they had charged me $800.00 for
my own information, I demanded my money back. They offered my half ($400)
to which I said no. In a matter of a week, they contacted me and said
that if I would withdraw my complaint with the Attorney Generals Office,
that they would give me a full refund. Point proven!

Another example of such, is a large U.S. corporation with an indiv-
idual based in Wichita that has misrepresented me as well as others. This
prarticular individual, or corporation, of which I won't mention names at
this time, has literally lied, assumed, etc., in relation to my attempts
to license and market my invention. Fortunately, thanks to Clayton Wil-
liamson of KAI as well as Clyde Engert of KTEC, we are in the process of
obtaining answers as to why this was done. I, as an individual as well
as a member of KAI and persons mentioned, ars very anxious for these
questions to be answered very soon,

I have joined KAI and through my membership the last year and a
half, I am now back on the road to success,

I would strongly urge and sincerely hope that this committee will be
of assistance as to not allow this type of unethical practice to continue
to take place in the State of Kansas. Doing so could as well serve as a
role model for other states to follow suit and not let these scoundrels

take advantage of peoples hopes and dreams.

fespectfully Submitted

Dale A, Russell
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February 13, 1990

Approximately 3 1/2 years ago I had a idea on a product that many
people said I should patent and sell. I then talked to a lawyer
friend and asked him how to go about doing this.

He informed me of this company called A.I.M. I contacted them
and told them of my invention. They in turn sent me a guarantee
of confidentiality and statement of disclosure. I filled it out
and returned it to A.I.M.

They in turn took the ball and ran with it. First they needed to
do a research report. That would cost about $400.00., Then after
the research was done, the information sent to me was really
great. I then sent them about $7,800.00.

Nothing really has happened but information bulletin and

correspondence stating that it takes time to get a new invention
off the ground.

The whole program is a bait type situation. They send you show
dates that they say they attend and interested parties, however,
no other correspondence from a manufacturer or interested party.
Only communication from them.

This program looks good at first. After a period of time,
mimeograph or poor copies of who is interested or where they are
going to tell about product is of poor gquality.

Overall, it is a real scan.

I am enclosing copies of two brochures and a letter for your
information and review,

Dan Dister
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Mr. Daniel S. Dister, Sr.

James L. Lawson
4301 North West 37th Senor Comsottant
Topeka, Kansas 66618
American idea Management ¢ American idea Marketing
Subject H "WINTER VENT COVER" Convention Towet. Suite 200, 960 Fenn Avenue
Pittsburgh. Fennsyivania 182z«
D r Mr Dister Telephone 412,261-44915 o Teiex 7101103006
. [

Based upon the information you submitted to us, American Idea
Management Corporation recommends we conduct a Research Report
on your new product concept. This Report addresses the
following factors we feel would be determined before proceeding
further.

- We will request a Preliminary Patent Search and an
Opinion of Patentability from a Registered Patent Attorney.

- A summary of the historical background and
development status of your idea will be prepared.

- Production factors such as: material selection and
product variations and potential research and development
activity will be considered.

- A preliminary estimate will be made based upon
suggested material selection to determine manufacturing cost,
wholesale and retail pricing. '

- The general use of packaging will be discussed
addressing advantages, complexities and variables.

- A four-digit SIC Code will be assigned to help
determine manufacturer selection.

- Potential market targets and channels of
distribution will be indicated based upon the nature of your
idea and the'classifications concerning: "Who are the potential
users?" and "What outlets are available?"

- Conclusions ard recammendations will be made for
your further guidance.

(continued)

American ldea Management ® American ldea Marketing

Convention Tower, Suite 200 ¢ 980 Penn Avenue ¢ Pittsburgh, PA 15222
Telephone: (412) 261-4915 Telex: 710-110-3006
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Mr. Daniel S. Dister, Sr. -2- Septenber 10,
1087

Please sign the enclosed Research Report Request (retaining
one copy for your records) and attach your check for the fee,
or complete the information required to charge with Visa or
Master Card or American Express. Also, please complete and
return the "Idea, New Product Questionnaire" along with the
Request Form.

We will require approximately three to five weeks from the
date we receive this information to complete our work, and we
will begin our efforts on your behalf upon receipt of the

above items.
We have enclosed a self-addressed envelope for your

convenience in replying and we will be in contact with you as
soon as your Research Report is complete.

Sincerely,

James on
Consulta

1h

Enclosures

P. S. Enclosed is a Product Sheet deseribing one of the
products now being marketed by AIM.
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Almost two hundred years ago, President George
Washington recognized that invention and innovation
were fundamental to the welfare and strength of the
United States. He successfully urged the First
Congress to enact a patent statute as expressly
authorized by the U.S. Constitution and wisely
advised that “there is nothing which can better
deserve your patronage than the promotion of
science...” In 1790, the first patent statute initiated
the transformation of the United States from an
importer of technology to a world leader in
technological innovation.

Today, just as in George Washington’s day, inventors
are the keystone of the technological progress that is
so vital to the economic, environmental, and social
well-being of this country. Individual ingenuity and
perserverance, spurred by the incentives of the
patent system, begin the process that results in
improved standards of living, increased public and
private productivity, creation of new industries,
improved public services, and enhanced com-
petitiveness of American products in world markets.

A patent is granted by the United States to an
inventor giving the right to exclude others fora
limited time from making, using or selling his inven-
tion in this country. It is a printed document in which
the invention is fully disclosed and the rights of the
inventor are defined. When an inventor secures a
patent he has the opportunity to profit by manufac-
ture, sale or use of the invention in a protected
market or by charging others for making or using it.

A great deal of the progress of the United States has
resulted from inventions made by inventors working
independently of any large organization. It is
believed that such people will continue to make
many important inventions in the future. These
inventors are often puzzled by such problems as
whether to seek patent protection and what steps to
take to obtain the benefit of the patent law. Here are
three basic steps to follow if you are thinking about
the possibilities of patenting your invention.
However, you should seek professional advice at a
very early stage in connection with any invention as
you will need detailed professional advice in relation
to your particular needs.

condensed version reprinted courtesy of
American Idea Management ¢ American Idea Marketing

AIMED

American 1dea Management
American Idea Marketing
Corporate Headquarters

2 Main Street

Stoneham, MA 02180

Telephone: 617-279-1100
Telex: 710-110-3006
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Is it practical? Witnesses and Records The Search
Many persons believe that they can profit You should prepare a record in the form of You cannot obtain a valid patent if your
from their inventions merely by patenting a sketch, drawing or written description invention is preceded by any earlier printed
them. This is a mistake. No one can profit promptly after you first get the idea of your publication or patent in any country, or by
from a patent unless it covers some feature invention, and ask one or more of your commercial use in the United States. If you
which provides an improvement for which friends to read, understand, sign and date decide that your invention is valuable
people are willing to pay. Study your inven- this record as witness. You should also enough to patent, your next step should be
tion in relation to other available ways of keep a carefully dated record of other steps to make a careful search through patents
Jing the job, and decide whether the you take in working on your invention, and already issued to find out if it is new as
invention provides advantages that make it get one or more of your friends to witness compared to these patents. This can be
saleable. these steps. You should keep correspon- done for you by a patent practitioner.

dence about the invention, sales slips of

materials you buy for use in working on it [
r ; TTTUTUUTT and any models or drawings, so that these
T rofing pacqin] | will be on hand if needed to help you
SREEIEERE NN prove the facts and dates of the steps you e
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Capability

¢ Patent Review and Opinion of Patentability
(By registered patent attorney)

s Patent Applications (By registered patent attorney)
¢ Consulting

e Drawings and lllustrations

® CGraphic Design

* Engineering Drawings and Blueprints

. Pyototypes

e Advertising and Public Relations

¢ Promotion and Publicity

¢ Standard industrial Classification Coding

¢ Licensing Consultant Affiliates

¢ Trade Show and Convention Attendance Program
* U.S. and International Computer Data Bank Networks

« Licensing and Sales Negotiations

Reliability
Our Corporate and/or Officers’ Memberships, Affiliations and
Reference Credentials include:
e International Technology Institute
¢ Llicensing Executives Society, Inc.
e Commercial Development Association, Inc.
* United Association of Manufacturers’ Representatives
* Association of lron and Steel Engineers

e American Institute of Mining, Metallurgical and
Petroleum Engineers

® United States Chamber of Commerce
® Boston Chamber of Commerce
e Boston Computer Society

* New England Direct Marketing Association

American Marketing Association

Standard and Poor’s Register of Corporations

National Association of Female Executives

=~

o |
Responsibility

A United States Patent is your best legal protection. One of
our principal responsibilities is maintaining confidentiality
50 as not to jeopardize any of these potential rights. We
take this responsibility so seriously that we give you a
guarantee in writing stating we will not use or publicize
your idea without your prior written permission.

In the meantime, we strongly recommend that you treat
your idea or product concept as a confidential matter to
avoid losing any patent rights you may be able to acquire.

Since we have a confidential working relationship with our
clientele, it is important for you to establish contact either in
person or by telephone with AIM. A member of our Con-
sulting Staff will discuss your idea or new product with you
to determine if we can work together. We will clearly
explain our procedures and answer any questions you may

AIM D

American ldea Management * American Idea Marketing

Corporate Headquarters
2 Main Street
Stoneham, MA 02180

Telephone: 617-279-1100
Telex: 710-110-3006
COPYRIGHT © AIM 4-85

American ldea Management

American ldea Marketing

Capability ® Reliability ® Responsibility



AT

Although the history of individual creativity or inventing is
fraught with pitfalls, it is equally true that individuals have
been responsible for more major inventions during this
century than have corporations. Virtually everything you
can see and touch today was once someone’s invention!
The entire context of “inventing” is surrounded by misin-
formation and lack of information regarding what an
individual should do and how he should proceed.
Although we live in a great free enterprise society, the crea-
tive person receives little if any encouragement. We all reap
daily benefits from the great inventions of the past and suc-
cessful inventors have achieved immortality as a result of
their inventions and in some cases, have become
household words. We are all familiar with some of these
successful inventors: Edison, the Wright Brothers, King
Gillette, Alexander Graham Bell, Henry Ford, Samuel Morse,
Robert Fulton, Cyrus McCormick and Clarence Birdseye.

Both George Washington and Thomas Jefferson invented
drills which were used on their farms. Abraham Lincoln was
issued patent No. 6469 for an invention which called for
the use of adjustable buoyant air chambers which could be
attached to a steamboat or other vessel to allow them to
glide through shallow water without unloading their cargo.
John Heinz, the brother of Henry J. Heinz, who founded
the*’57 Varieties Industry”, patented a pickle sorter in 1879.

The first United States Patent granted by inventor’s name,
date and title, was issued to Samuel Hopkins of Pitsford,
Vermont for an improvement in the making of potash and
serlash by a new apparatus and process. To date, there
rave been well over 4,000,000 United States Patents
granted.

The AIM Group was established to provide assistance, offer
guidance and perform services for individuals with innova-
tions and new product ideas. Manufacturers are constantly
seeking new products to develop and market, and a great
untapped source of creativity is represented by the indivi-
dual. However, few individuals possess the skills and
experience necessary to introduce their ideas to manufac-
turers. In addition, most individuals cannot devote the time
required for such an effort.

The AIM Group consists of American Idea Management
Corporation and its five functioning divisions. We act as a
bridge between the creative individual and the prospective
buyers or distributors. Our method of accomplishing this
goal is a step-by-step, logical and efficiently designed
program.

American Idea Management consults with the creators of
ideas and new products. In many instances, a product is
presented to us in an undeveloped stage —*just an idea.”
We may recommend conducting a Research Report review-
ing and describing the new product or concept and/or a
review prepared by a registered patent attorney.

When these preliminary steps have been completed, we
again consult with our client and discuss an initial approach
to manufacturers and marketers.

’:J 4
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American Idea Marketing has the ability to follow-up indus-
try interest resulting from presentations, data bank searches
and other promotional activities. American Idea Marketing’s
capabilities include licensing and sales negotiations.

AIM Advertising offers creative guidance and advertising
and design services on behalf of specific projects.

AlMtech is engaged in international high technology con-
sulting and licensing activities. It is the North American
representative for Dr. Kuttner GMBH & Co. of Essen, West
Germany, an international engineering constructor and is
affiliated with INTECO, Internationale Technische Beratung
GMBH of Bruck, Austria, an international process,
metallurgical, engineering and consulting firm as well as
other international process engineering firms.

AlMark reviews finished new products and product lines
and offers product promotion, market introduction,

and direct marketing efforts to the new product producer
on a selective basis.




SUMMARY OF TESTIMONY

The initial problem facing an individual who is a first time
inventor is "where do I go with this idea?"

I was not aware that the Kansas Association of Inventors
existed. Therefore, I asked several of my lawyer friends and
discovered that they had no idea how to proceed either.

Finally, my brother, Mike Ireland, suggested American Idea
Management (AIM). He had used them.

Initially, it sounded like AIM was quite professional and I
believed they could help.

However, I am now convinced that all I received from AIM was
a computer print-out of a prospectus and alot of double talk.
Never was I provided with any catalog or brochure showing my pro-
duct in it. The letter of July 14, 1989, attached, sums up the
problems I have had in getting a real answer from AIM.

I am attaching to this summary a copy of a factual statement
I prepared for Clvde Engert of the Kansas Association of

Inventors.
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Re: American Idea Management - American Idea Marketing

FACTUAL STATEMENT

On January 16, 1987, I entered into a service agreement with
AIM. In exchange for what they were supposed to do for me I paid
them the sum of $3,550.00.

On or about March 25, 1987, I received a rough draft of a new
product prospectus.

On May 12, 1987, I sent them a letter informing them that two
letters I sent in April plus a copy of the rough draft had
apparently been "lost". This delaved anything being done on my
product for a period of one and a half to two months. There was
nothing being done with my product at that time.

On May 28, 1987, I sent them a letter reminding them that
they had not responded to my letters of April 6, 1987, April 29,
1987 or May 12z, 1987.

On June 24, 1987, there was no response to my letter asking
why. the prospectus could not be in two colors. I never received
any explanation nor a response to that letter.

On December 16, 1987, I received a letter telling me what all
they were going to do for me. Frankly, I can't see that they did
anything other than pop a prospectus out of a computer, and tell
me that it was a part of their confidential AIM report which I
have never seen, nor have I ever seen my product in any kind of a
catalog or advertised or marketed in any fashion.

On March 9, 1988, I sent them my first letter informing them
that I was not happy with their services.

On March 14, 1988, I received a letter which appeared to me
to be alot of double talk about what they were doing for me.

On March 15, 1988 I received a letter explaining what they
had done for ne.

On June 20, 1989, I requested to see any catalog that
included my product. As usual, I received nothing.

On June 20, 1989, I received a letter from them telling me
how they could not show me a catalog or products which would
include mine.



On July 10, 1989, I sent them another letter telling them
that I would like to see one of their AIM reports with my product
in it. I simply wanted to see something with my product listed
in it which I never once saw during the entire perlod of time
that the service agreement existed.

I finally received a letter on July 14, 1989, a copy of which
is attached hereto. Frankly, it didn't tell me anything and I
never did get any satisfactory answer as to why I couldn't see
something with my product in it.

The last letter I received is one dated December 29, 1989

informing me that the service contract expired on January 22,
1990.

In conclusion, I can only say that in the three years I have
been dealing with these people, I really can't see where they
have done anything for me other than send me this prospectus
which could have been kicked out of a computer with very little
"effort. I have no evidence whatsoever that they have ever done
anything to try to market my product or to truely help me sell
it. They have been evasive to my complaints and never respon-
sive to my requests.

L NCE P. IRELAND
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July 14, 1989

Lawrence P. Ireland, Esq.

- 420 W. 33rd Street

Topeka, KS 66611

Re: Service Agreement - P1352

Dear Mr. Ireland:

I am responding to your letter which was received by AIM on
June 23, 1989,

In your letter, you comment that you are unclear about our
efforts on your behalf. As your Account Executive, I am naturally
concerned with the state of your account, and part of my
responsibility is to address any problems which may exist.
Therefore, I will make every attempt to determine the specific
reasons for your dissatisfaction, and take whatever steps are
necessary and reasonable to address your concerns.

A review of your account has indicated that, since January, your
product has been submitted via our AIMfile registration program
to 44 manufacturers. While, there is no active interest on your
product at present, it is important for you to keep in mind that
several of AIM's programs provide on-—going exposure for your
product. For example, your product is continually receiving
exposure through the TECHNOTEC Technology Exchange and Dr.
Dvorkovitz and Associates data base listings, and supplemental
submissions made through our AIMfile registration program. In
addition, trade show attendance, and licensing activities will
continue to provide positive avenues of manufacturer contact.

In your letter you also requested "to see a catalog that includes
my product". I assume that you are referring to our confidential
AIMreport. The AIMreport is a valuable, internal tool that we
use to record the products that we are currently representing as
well as to generate interest from manufacturers by giving them
the briefest possible descriptions of items in their area(s) of
interest. Your product is listed among the others that are in
your product category in this report.

These listings are written by our Marketing Personnel and
(continued)
American Idea Management Corporation

Convention Tower » 960 Penn Avenue s Pitisburgh, PA 15222
Telephone: 412-261-4915 » FAX 412-261-6656
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Lawrence P. Ireland, Esgqg. -2- July 14, 1989

corporate policy mandates that little or no detail be included in
the AIMreport product descriptions to comply with confidentiality
requirements. Your New Product Prospectus is the tool that we
use when interest is generated and more complete information is

required for further review. The description below is for your
files:

NUCLEAR HAND GRENADE
P1352

Novelty item. Plastic facsimile of a hand grenade comes with
humorous booklet of instructions for use and description of

"devastating" effects; "the gag gift to end all gag gifts."
Content of booklet has been prepared.

I hope that this information is helpful to you. I will keep you

informed of activity as appropriate. As always, I will be happy
to answer any questions you may have. '

Sincerely yours,

Mol @ y2eed

Mark C. Reed
Account Executive

Enclosure

American ldea Management Corporation
Convention Tower o 860 Penn Avenue o Pittsburgh, PA 15222
Telephone: 412-261-4915 « FAX 412-261-6656
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