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MINUTES OF THE _Senate COMMITTEE ON Economic Development

The meeting was called to order by Senator Dave Kerr : at
Chairperson

8:00  am/pxxon _March 27 19.90in room __123-S of the Capitol.

All members were present except:

Senator Vidricksen
Committee staff present:

Bill Edds, Revisor of Statutes' Office
Lynne Holt, Kansas Legislative Research Dept.
Sue Pettet, Secretary to the Committee

Conferees appearing before the committee:

Chairman Kerr called the meeting to order and announced that the
agenda was to work bills.

H.C.R. 5035

Lynne Holt of the Research Dept. explained H.C.R. 5035. She

said that the resolution came from the Joint Economic Development
Interim Committee. It endorses employee stock ownership plans.
(ESOP) ESOPS are usually financed with leveraged buyouts. Attach-
ment 1 is testimony presented by Secretary Harland Priddle.

At the suggestion of Senator Karr, the committee decided to

take no action on the resolution.

HOUSE BILL 2792

House Bill 2792 deals with regulation of invention development
services. Art Weiss of the Attorney General's office explained

the balloon of _H.B. 2792. (Att. 2) (Attachment 3 is the balloon).
He stated that even though the Attorney General's office had

not been asked for a fiscal impact note, if a significant number
of complaints were filed under the act, they would need the
addition of at least one half-time attorney plus secretarial
support. After explanation of changes contained in the balloon,
the committee discussed the lack of confidentiality of an invention.
Mr. Weiss stated that the bill was not an appropriate place to
spell out confidentiality requirements. They are part of the
Consumer Protettion Act, and enforceable by the consumer
separately. The balloon version makes reference to this

Consumer Protestion Act. (Att. 4 is a copy of correspondence from
an inventor.)

Senator Salisbury made a motion to adopt amendments listed in

the balloon. Amendment would also include effective date to be
when printed in the Kansas Register. Senator Feleciano seconded.
Motion carried. Senator Oleen made a motion to favorably pass
H.B. 2792 as amended. Senator Salisbury seconded. Motion carried.

SENATE BILL 733

Senator Francisco explained that Senate Bill 733 amends law to
prohibit a city from issuing revenue bonds to finance facilities
located in unlncorporated territory within three miles of the
issuing city's limits.

(Att. 5 is a copy of balloon amendments presented to the committee
at the hearing of S.B. 733 on 3-14-90) (Att. 6 is a fiscal note
o _B8:Bs 7133)

Senator Francisco moved that amendments be adopted on S.B. 733.
Senator Karr seconded. Motion carried.

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
editing or corrections.
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CONTINUATION SHEET

MINUTES OF THE ___Senate _ COMMITTEE ON Economic Development

room _123-SStatehouse, at 8:00  amAwxm. on March 27 1999

Following committee discussion, Chairman Kerr asked that the
Revisor meet with the committee members that requested another
amendment so that he will be able to draft it before the next

meeting.

Senator Karr made a motion to accept the minutes of the
March 21, 22, and 23rd meetings. Senator Winter seconded.
Motion carried. Meeting adjourned.
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TESTIMONY ON H.CR. 5035

presented by

Harland E. Priddle
Secretary of Commerce
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TESTIMONY ON H.C.R. 5035

Thank you for the opportunity to appear before the committee in support of H.C.R.
5035 which endorses the concept of employee stock ownership plans (ESOPs).

The Kansas Department of Commerce supports the ESOP-type of business
transaction and its use by Kansas businesses where appropriate. As the committee has
heard, ESOPs can provide a number of benefits and advantages to a company, its
management, and its employees.

The Department has provided a number of its staff with in-depth information on
leveraged buyouts and ESOPs allowing them to recognize those companies which may be
likely candidates for implementing an employee stock ownership plan. With the
encouragement of the Department, the certified development companies have also explored
this subject at a meeting of their statewide association. We have made efforts to promote
ESOPs by educating Department staff and business assistance organizations which work
closely with business financing alternatives.

Our staff will continue its efforts to identify possible candidates for an ESOP and
work with authorities in this field in an attempt to successfully structure such a plan where
it is in the best interest of the business and its employees.

Again, the Department of Commerce supports this resolution and its intent to

encourage the use of ESOPs with the Kansas business community where appropriate.



STATE OF KANSAS

OFFICE OF THE ATTORNEY GENERAL

2ND FLOOR, KANSAS JUDICIAL CENTER, TOPEKA 66612-1597

ROBERT T. STEPHAN MAIN PHONE: (913) 296-2215
ATTORNEY GENERAL CONSUMER PROTECTION: 296-3751
TESTIMONY OF TELECOPIER: 296-6296

DEPUTY ATTORNEY GENERAL ARTHUR R. WEISS
ON BEHALF OF ATTORNEY GENERAL ROBERT T. STEPHAN
TO THE SENATE COMMITTEE ON ECONOMIC DEVELOPMENT
RE: H.B. 2792

March 27, 1990

Mr. Chairman and Members of the Committee:

On behalf of Attofney General Stephan, let me express our
concern for the inventors of Kansas. We want to protect their
rights and encourage their continued work. As House Bill 2792
was presented to this Committee, it represented significant
enforcement problems. We have wundertaken considerable
redrafting in any effort to give effect to the basic idea
behind the act.

Let me first address formally one issue I mentioned last
week to this Committee. Our office has not been asked for a
fiscal impact note. If there are a significant number of
complaints filed under this act, we would need the addition of
at least another half-time attorney plus secretarial support.

I will address the changes by section number. The
section numbers refer to our proposed draft.

—SENATE ECONOMIC DEVELOPMENT =
3-27-90 Att.72
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Section 1. This Act should be made part of the Consumer
Protection Act. This will give the Attorney General full
enforcement and investigative authority. It will make it
clear that the Attorney General can subpoena information,
recover actual damages for consumers, recover civil penalties,
recover investigative fees and enter consent Jjudgments with
defendants. None of those were included in the Act in its
present form. It will provide a private right of action as
well.

Section 2. The definition section has been shortened.
If the Act becomes paré of the Consumer Protection Act, no
additional definition of consumer (customer) is needed. The
$500 limit has been eliminated. We have found through past
experience that companies will merely adjust their fees if a
lower fee exempts them from regulation.

The "fee" definition is also slightly changed. The
language which excludes payments to the consumer as "fees"
paid to the promoter is unnecessary.

In the definition for "Contract for invention promotion
services", the phrase "device or process" has been deleted

since that is already included in the "invention" definition.

The definition of "invention" has been changed by
deleting "or a concept". The remaining language 1is directly
from the federal patent statutes. By including "concept",

this could be including books and ideas for catalogs as well

as a number of other things besides "inventions."

2
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"Invention promoter" should not include attorneys who are
licensed patent attorneys. The new definition makes that
clear. Other attorneys not so licensed and patent agents
(non-attorneys who are authorized to prosecute patents) would
be included and would have to give the disclosures required.
The exclusion for governmental agencies is also cleared up.
Due to the growing problems with charitable organizations, it
may be unwise to exempt them.

Section 3. This section will include several portions of
original Act. The original Act had several places where
similar disclosures Were.required. It became ambiguous by the
repetitions. Some of the disclosures required in the Act
could be unenforceable. For example, the required disclosure
of the number of customers and number of customers who have

received money because of the promoter's efforts.

We have deleted the bond requirement. It is probably
difficult if not impossible for a service of this sort to
provide such a large bond.

We have deleted the treble damages, $5,000 minimum
recovery and $25,000 civil penalty provisions. There 1is no
showing that inventors are entitled to any protection which is
so far beyond that available to any other consumer injured in
a consumer transaction. As part of the Consumer Protection
Act, the Act would allow the usual recovery of actual damages
and $2,000 civil penalty per violation. The consumer would,

of course, be free to pursue a private remedy.

-3
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This bill is not the appropriate place to spell out
confidentiality requirements. Or, if they are spelled out,
they should not become part of the Consumer Protection Act,
but rather an action enforceable by the consumer separately.

JHB2792.TST
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As Amended by House Committee

Session of 1990

HOUSE BILL No. 2792 -

Bv Represcntative Mead

— SENATE

3

ECONOMIC DEVELOPMENT
Att.

3-27-90

2-2
10 AN ACT concerning regulation of invention development promotion
11 services.
12
13 Be it enacted by the Legislature of the State of Kansas:
14 " Section 1. As used in this act:
15 (a) “Contract for invention development promotion services”
16 means a contract by which an invention developer promoter un-
17 dertakes to develop-or promote an inventim{aﬁv‘iee—er—ﬁme@for
18 a NCT fconsumer
19 ). syl iemw_pmn_whe—w—whsﬂed—b%—mqm
20 abeut—seeks-the-services-of-orenters-into-a-contract with an-invention
2 sermEEE]
23 “Invention” means a_process, machine, manufacture, com- .
24 position of matter,7an improvement upon any of the foregoingfer=p [or
25 T
26 E “Fee’ means any payment made by afedstenier]to an inven- |{c)
27 tion promoter, including reimbursements for expendi- [consumer
28 tures made or costs incurreqs i ) T
29 from—a—portion—of-the_income received-by acustomer by virtue—of
30 1%@n_develepmem—pmmeheﬂ—se¥%99—ﬁedefmed—by—4he—H—
31 vention-doveleper promote] Q)
32 Tnvention developer promoter means any person, and the o
33 agents, emplovees or representatives of the person,EBai develop [who
34 or promotes or offers to develop or promote an invention ﬂ_g&__}:
35 temer—in—epdepthat—the—eummmﬁe;may—be—pmedr“- tor
36 concedorseld_for- manufacture-or-manufactured in-large quantities, ;
37 except-the—term-dees—notincludd: consumer. Tme following are not invention oromoters
38 (1) A person licensed [Bvastate-or—theUnited-Statestorender  |for purposeés of this act Cou
39 ndviee—cmwemmg-patentsrorﬁaamzshipepeeppemﬁea—when-aﬂ
40 of-its—partners,—sto : i ] To practice before tue United States patent and trademark
- (2) a department or agency of federal, state or local government; office as a patent attorney . i &
! (3) E@?table,—seienﬁﬁe,—edueat-ienalr-rcligious_o;_gther-otg& -

43 .gizaugnr_qua_hﬁ@d l!!‘."“"' section En](n)('l) Or r‘ncnri]\nrl in—section
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1-70(b)(l)QA)—ef—theJmemaLReveﬁﬂe—Gede—aH«Q%ras-:Mﬂ@
%m@n—whe—dees—ne{—ehafge—a—fee—iﬂ—e*eew—mmmo
a person who accepts technology from institutions of higher
cducation or other state or federal research institutions for evaluation
and the providing of marketing services.

«“ . . . ”» - (e)
F-ta Invention development promotion services means acts to e

be performed or promised to be performed, or both, by an invention m

developer promoter[fat——custoret.

“Person” means an individual, partnership, corporation or

other legal entity.

[Sec—3—fo-Bve

GeVYertpe OOttt

Such term does not include a cepartment or agency
of any governmental unit.

foe or requires any consideration for invention develepment pfo-
moXon services shaii clearly and conspicuously disclose such f€t in
every\advertisement-ef such services.

(b) the first oral communication with a customer #r in the
first writtdy response to an inquiry by a customer, othér than an
oral commudjcation or written response to arrange an/appointment
with an invention developer promoter for presentalion of invention

promotion services, the invention/develeper pro- (ﬁ"

moter shall disclosy the following:

(1) The fee to bd\ charged or a statemepf of the approximate
range of fees to be chaxged.

@) If the invention duyeloper promgter seeks to obtain more
than one contract with a dstomer, cover different phases of
development, the invention developer promoter shall provide to
the customer a statement descrikipf the practice, with a summary
of the normal terms of each contr#et and the fee to be charged under
each contract.

(3) The scrvices which e inventiqn develeper promoter in-
tends to provide under e initial contxact and each succeeding
contract with the custopfer.

(4) Whether the ipgfention developer’s pxomoter’s services are
limited to mailing pétices to a list of potentially interested parties
and then awaiting/their response.

(5) That thig/act requires the invention developer promoter to
keep confidepfial and not use for its benefit or for the benefit of
others, all ifformation disclosed by the customer except 2 provided
in subsecHfon (1) of section 10. If the invention develeper promoter
intends/to disclose any of such confidential information to ‘wthers,
there/must be included a statement as to the nature of the infor-
matfon to be so disclosed, including the fact that the customer Wil

1 e e v RtY . O C 7 v ary v
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ermit such disclosure.

) A statement setting forth: (A) The total number of customer
who\ have contracted with the invention developer promoter apf
(B) the number of those customers who have received, by virtug of
the inVgntion develeper’s promoter’s services, an amount of mbney
in exces), of the total fee paid by these customers to the inyéntion
developeX promoter. The customers counted in such statemdat need
not include\those who have first contacted or contracte/ with the
invention de¥gleper promoter prior to the effective datg’of this act.

(7) A statetgent which contains one of the followi ¥

(A) That the\jnvention develeper promoter doef not evaluate:
(i) The commeéycial feasibility, or

(i) the technicaNfeasibility of inventions submftted to the inven-
tion developer prompter, thercfore, the custofier is at substantial
risk that the idea or invention may not be com ercially or technically
feasible.

(B) That the invention\developer profoter does evaluate either
the commercial potential ox the technigl feasibility of inventions
submitted to the invention developer/fHromoter.

8 A statement in substantially the following form:

“Any contract for invention déyelopmen promotion services be-
tween vou and ourselves is reguled by law. We are not qualified
or permitted to advise vou whetheN protection of your invention is
available under the patent lawsAf the United States, any other nation
or any other laws. We are ngt qualified, to advise you whether your
invention is patentable, or/infringes on xisting valid patent. Your
failure to inquire into thghe matters may \ffect your rights to your
invention or make vou [hble to others for patent infringement. Fur.
thermore, disclosure of vour invention to othexs on a nonconfidential
basis may also adveybely affect vour rights. Yoy are urged to seck
the counsel of an gttornev or agent registered to\practice before the
United States pagént and trademark office.”

Sce. 3. Evefy contract for invention promotion
services shall g6t forth in at least 10-point boldface typd\ or equivalent
size if handylritten, all of the following;:

(@) A ffll detailed description of the services that the invention
developdr promoter undertakes to perform for the customer. To
the extént that the description of services grants the inventjon de-
veloper promoter discretion to decide what services are to D¢ per-
forpded by the invention developer promoter, the inveltion

greetoper promoter shall exercise that discretion to promote the

est interests of the customer; '

(b) a statement whether the invention developer promoter un:
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lertakes to construct one or more prototypes, models or devices
ckabodying the customer’s invention;

a statement whether the invention developer promoter u
dertakes to sell or distribute one or more prototypes, models /or
devicey embodying the customer’s invention;

(d) the name and address of the person contracted to pgtform
the invertion development promotion services, the name And ad-
drvess undey which such person is doing business as an fnvention
developer Zromoter, and the name and address of ghy parent,
subsidiary or Mfiliated company that may engage in pefforming the
invention develgpment promotion services;

(e) the inventipn develeper’s promoter’s princifal business ad-
dress and the nake and address of such invenfion developer’s
promoter’s agent in Yie state of Kansas authorized to receive service
of process; .

() the business forxa of the invention developer promoter,
whether corporate, partnyrship or otherwisé;

(g) if an oral or written\ estimate of pybjections of sales, profits,
carnings or royvalties is madé\by the invg¢ntion develeper promoter
regarding the customer’s inveRtion, thé contract shall state the es-
timate and the data upon whick it if based;

(h) the name and address of\thie custodian of all records and
correspondence relating to the gégformance of the invention de-
velopment promotion services;

(i) the expected date of cdmpletiog of the invention develep-
wment promotion services, yhether or ot time is of the essence,
and whether or not the tfrms include pyovisions in case of delay
bevond the expected daté of completion;

(i) the terms and cofditions of payment axd contract termination
vights as sct forth in fection 5; and

(k) the extent to/which the contract will effégtuate or make pos-
sible the acquisitign by the invention develepeg promoter of an
interest in the tjfle to the customer’s invention.

Sce. 4. (a)/A contract for invention developm¥¢nt promotion
services shall/have a conspicuous and legible cover sheet attached.
The cover gheet shall set forth:

(1) Thg name, home address, office address and local \address of
the invefition developer promoter; and

(2) Ahe following notice printed in boldface type of not lexs than
10-pgint size:

“THIS CONTRACT BETWEEN YOU AND THE INVENTNON

{

AN

s
7

DEVELOPER PROMOTER IS REGULATED BY (here give sth¢- ':..\

ttory citation). YOU ARE NOT PERMITTED OR REQUIRED TO
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ANY PAYMENTS UNDER THIS CONTRACT UNT

NG DAYS AFTER YOU SIGN THISC

AND RECEIVE A COM
YOU CAN TERMIN/

RMINATE THIS

- -y L) M

IF YOU ASSIGN EVEN A PARTIAL INTEREST IN THE IN-
VENTION TO THE INVENTION BEVELOPER PROMOTER,
THE INVENTION PEVELORER PROMOTER MAY HAVE THE
RIGHT TO ASSIGN OR LICENSE ITS INTEREST IN THE IN-
VENTION, OR MAKE, USE, AND SELL THE INVENTION,
WITHOUT YOUR CONSENT AND- MAY NOT HAVE TO SHARE
THE PROFITS WITH YOU.

a AJ ] ) aryv

WITH THIS INVENTION

TAL NUMBER OF CUSTOb

DEVELOPER PROMOTER H? ECEIVED, BY VIRTUE
at! LORERSPROMOTER'’S PER-
F MONEY IN E

mngays s et

Vs it K [] 19

YOU ARE ENCOURAGED TO CONSULT W[[TH A QUALI-
FIED ATTORNEY BEFORE SIGNING THIS CONTRACT. BY
PROCEEDING WITHOUT THE ADVICE OF A QUALIFIED AT-
TORNEY YOU COULD LOSE ANY RIGHTS YOU MIGHT HAVE
IN YOUR IBEA-GR]JINVENTION.

THE PERFORMANCE OF THE SERVICES DETAILED IN
THE CONTRACT PROVIDES NO GUARANTEE OR PROMISE
OF PROFITS, OR THAT YOUR INVENTION [GRDEA] WILL
BE PURCHASED BY A MANUFACTURER.
SMAE-PERGENTAGE-OF-INVENTIONS HAVE-A-GHANGE-AT
RECEIVINGANY-PROFHS)

“THIS CONTRACT DOES NOT PROVIDE ANY PATENT, CO-
PYRIGHT OR TRADEMARK PROTECTION FOR YOUR [IDEA

Sec. 2. An invention promoter shall make the following
disclosures:

(a) In any solicitation, whether a fee 1is charged for
invention promotion services.

(b) In any contract between an invention promoter and
consumer for invention promotion services:

(1) The fee to be charged and the specific services to be
provided including:

(A) Whether the promoter will contract one or more
prototypes, models or devices embodying the consumer's invention;

(B) whether the promoter undertakes to sell or distribute
one or more prototypes, models or devices embodying the
consumer's invention;

(C)  the expected completion date of services; and

(D) "the extent to which the invention promoter will acquire
an interest in the title to the consumer's invention.

(2) Whichever of the following statements is applicable:

(A) That the invention promoter does not evaluate either:

(i) The commercial feasibility of inventions submitted to
the invention promoter; or

. (ii) the technical feasibility of inventions submitted to
the invention promoter; or
' (B) that the invention promoter does evaluate either:

(i) The commercial feasibility of inventions submitted to
the invention promoter; or

(ii) the technical feasibility of inventions submitted to
the invention promoter.

(3) That without an evaluation of commercial or technical
feasibility, the consumer is at substantial risk that the
invention may not be commercially or technically feasible.

(4) The following statement in 10 point boldface type:

YOUR POTENTIAL PATENT RIGHTS MAY BE ADVERSELY
AFFECTED BY ANY ATTEMPT TO COMMERCIALIZE YOUR
INVENTION BEFORE A PATENT APPLICATION
COVERING IT IS FILED. NONCONFIDENTIAL DISCLOSURES
OF YOUR INVENTION MAY ALSO TRIGGER CER-
TAIN STATUTORY DEADLINES FOR FILING A PATENT AP-

PLICATION IN THE UNITED STATES AND WOULD PREVENT -

THE PATENT OFFICE DISCLOSURE PROGRAM IS NOT A PATENT APPLICATION

PROCEEDING.

—
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YOU FROM OBTAINING VALID _PATENT RIGHTS IN COUN-

TRIES WHOSE LAWS PROVIDE PATENT APPLICATIONS
MUST BE FILED BEFORE ANY PUBLIC DISCLOSURE.”

shedt with the proper information to be provided in the blank li

In tha\first blank line the invention develeper promoter shall

in the last\two blank lines need not include those who have con-
tracted with e 30 days
immediately number to
be inserted in

(¢) The cover
information require

Sec. 5. Until pad

in subsection (a).
ment for invention

customer may exercise th\pption by refrainihg from making payment
to the invention develepég promoter. /The invention developer
promoter may exercise the \gption to Aerminate by giving to the
customer a written notice of ca . The written notice becomes
effective upon receipt by the chstofmer. Notwithstanding any con-
tractual provisions to the contrarf, payment for invention devel-
epment promotion services may fot\be required, made, or received,
before the seventh day after the day og which the customer receives
a fully executed copy of the Lontract.

Sce. 6. -(a) Everv invenfion develeper promoter rendering or
offering to render inventigh develepment Rromotion services in this
state shall maintain a bgnd issued by a surdty company authorized
to do business in thif dtate. The principal sum of the bond shall be
20% of the inventior/developer’s promoter’s gigss income from the
invention developfient promotion business in thjs state during the
invention develoger’s last fiscal year, but not lesy than $100,000,
whichever is gyéater. A copy of such bond shall be\filed with the
secretary of state prior to the time the invention develeper promoter
commences /business in this state. The invention devgleper pro-
moter shafl have 30 days after the end of each fiscal ygar within
which tg/change the bond as may be necessary to comply ith the
requirgments of this section.

(b)/ Instead of furnishing the bond authorized by subsectioy (a),
the/invention develeper promoter may deposit with the secretary

of/state a cash deposit in the like amount. This cash deposit m} ‘¢

e satisfied by any of the following:

3
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Certificates of deposit payable to the secretary of state issue
by binks or savings and loan associations doing business in this style
and ingured by the federal deposit insurance corporation.

(2) Sash deposited with the secretary of state.

See. 7\ (1) For purposes of subsection (b), “successful’ /means
any customer who has received in payment at least $1 mbre than
the total feeg paid to the invention develeper promotey!

(b) Each i\vention developer promoter shall providé to the sec-
retarv of state {nce each quarter, a list of names angd addresses of
customers withimthe state that have had successful tyansactions with
the invention devgleper promoter.

Sce. 8. (1) In chnnection with a contract foy invention devel-
opment promotion séyvices, the invention devefoper promoter shall
not accept from a custpmer a negotiable ingfrument other than a
check as evidence of thé\obligation of the cyftomer. A holder is not
a holder in due course if Yae holder acceptd a negotiable instrument
accepted from a customer Ny violation of/this scction.

(b) No contract for inventjon development promotion services
shall require the execution oRany ngte or series of notes by the
customer which, when separately nefiotiated, will cut off as to third
parties any right of action or defdgSe which the customer may have
against the invention develeper/pxomoter.

Sec. 9. (1) Every invention/devaleper promoter shall maintain
records and correspondence refating to\performance of each invention
development promotion sevice contragt for a period of three years
after expiration of the terf of each such\contract. The records and
correspondence required/to be maintained by this section shall be
made available to the ¢fistomer or the customer’s representative for
review and copying a the customer’s expensé, on the invention de-
veleper’s promoter premises during normalpusiness hours upon
seven davs’ writtey notice, such time period to begin from the date
the notice is pladed in the United States mail pypperly addressed
first-class postage prepaid.

Sec. 10. Any contract for invention developsignt promotion
services thay does not comply with the applicable proYjsioas of this
act is unepfforceable against the customer and such conkact is con-
trary to fublic policy. No contract is unenforceable if thé\invention
develgper promoter proves that noncompliance was uni entional
and vésulted from a bona fide error in spite of the develeper-
invefition promoter’s use of reasonable procedures adopted to\avoid
and such errors, and if the developer invention promoter mykes

appropriate correction.

(b) Any contract for invention development promotion services

3-7
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aptered into by a customer with an invention develeper promote
who has used fraud, false pretense, false promise, misrepresentatiory,
miskeading statement or deceptive practice, in respect to that cfs-
tomek with the intent that the customer rely thercon, whethof or
not thé\customer was in fact misled, deceived or damaged, is finen-
forceabld, against the customer.,

(c) An¥ waiver by the customer of the provisions of this act is
contrary topublic policy and is void and unenforceable,

(d) Any person who has been injured by a violatigh of this act
by an inventidy develeper promoter, by any false/or fraudulent
statement, repreégentation, or omission of material fact by any in-
vention eevelopég promoter, or by failure of anAnvention devel-
eper promoter to make all the disclosures requirgd by this act, may
bring a civil action against the invention devglepe promoter for
three times the amounX of actual damages sugfained by such person
together with costs and disbursements, including reasonable attorney
fees. For purposes of this\subsection, the/amount of damages shall
be presumed to be at leash the amount/of all moneys paid to the
invention developer promoter by such person. In no event shall
the amount of recovery be lesy than 45,000, exclusive of costs and
reasonable attorney fees.

() Failure to make the discloj{ires required by this act renders

- any contract subsequently entergd \nto between the customer and

the invention developer prombter Yoidable by the customer.

(f) The attorney general shall enfoXce this act and may recover
a civil penalty not to excegfl $25,000 f¢ each violation of: this act
and may seek equitable rdlief to restrain \the violation of this act.

Sec. 11. (a) An inveption developer prymoter shall maintain as
confidential and not yée for its own benefi\ or for the benefit of
others all disclosures/imade to such invention \developer promoter
by a customer seekifig invention development Jromotion services,
whether or not the customer actually retains thé\invention dewvel-
epers promotey's services. This duty of confiden\ality applies to
all such informAtion except: ‘

(1) Informgation which at the time of disclosure is Nn the public
domain; .

(2) inffrmation which, after disclosure, becomes part of\he public
domain by publication or otherwise, independently of an any act
or omjésion by the invention develeper promoter;

(3)/ information which the invention developer promoter cip cs-
tabMsh by competent proof was in the invention developer’s hro-
mbter’s possession at the time of disclosure by the customer, akd

as not acquired, directly or indircctly from the customer; and

A!'b\

Nege

¥
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4) information received by the invention developer promote
from\a third party without restriction on disclosure or use, if sdch
informigtion was not obtained by such third party with restrictigh on
disclosul or use, directlv or indirectly, from the customer

(b) Thaduty of confidentiality includes the taking of pdasonable
steps by th&\ invention develeper promoter to preveny disclosure
of confidentiaNjnformation to third parties. This conffdential rela-
tionship cannot waived by a customer without an €xpress written
waiver by the cutpmer of the invention develofer’s promoter’s
obligation of confidemNjality, and no waiver shall bé entered into until
after the disclosures sd¢ forth in section 2 hae been made to the
customer.

Sce. 12.  Any assignee Rf the inventioy’ develoeper’s promoter’s
rights is subject to all equitigs of defenges of the customer against
the invention develeper promyter exjéting in favor of the customer
at the time of assignment.

Sec. 13.  For each contract fo vention develoepment promo-
tion services, the invention devglopex promoter, at least once each
calendar quarter during the #rm of the contract, shall deliver to
the customer at the addresy specified in\the contract, or any sub-
sequent address furnished/to the invention'\develeper promoter by
the customer, a written/report that identifies\the contract and that
sets forth:

(2) A full, clear phd concise description of the dervices performed
to the date of thg/report and of the services to be\performed;

(b) the namg and address of each person, firm, &y corporation
including the fame of the person contacted in such coxporation to
whom the gubject matter of the contract has been disclgsed, the
reason foy’each disclosure and copies of all responses received as a
result of those disclosures.

Seg/ 14.' The provisions of this act are not exclusive and doN\got

‘religve the parties or the contract subject thereto from complian:

\ 0 0 aliea A AR AW

*2 M43 P4 v .
See—-lS—l This act shall take effect and be in force from and after
its publication in the statute book. ‘

sec.

o)
- rY

This act snall be a part of and shall be supplemental

to the Ransas consumer protection act.

Sec.

4.
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Honorable Chairperson Baker, Member of Committee arnd Staff. -cod afherncon

i am Jale Hussell.

X

In the fall of I%8E while watchins television late one night. a television
commercial came over the screen which cauvht my interest immediately. Cver
he ccurse of the evening, the same commercial was ajrad many times. . It was
a ¢ream cane true. or so I thought. that somecne out *here knew that recrls
such as ryself. needed help to fulfill their dreams. You see. I had an inven-

what tc do to

()
(o]
[
+

tion and had spent many sleepless nipghts irying to fisur
et 3t cn the market. I knew that if I just had help. I would make it and
here was a man on television that knew exactly what to do!

The next day. I made the first telephone call (800 number), excited
that I could just pick up the phone, at no cost. and ask for a free sample
it and advise on how to get started on the road to success. I was talking
©0 a rerresentative of Americen Patent Research and Develcpment. 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 abcut such. This person then said that for nc
charie whatsoever. they weuld send me a sample kit with all .of the -infor-
mation that I would ever need on patenﬁing, manufacturing, ete..

I recieved the kit and immediately becamg excited and just knew that
I had a marketahle product. I started receiving calls daily from John .

Thomas, a consultant Trom American Patent Research and Development. We

talked extensively about what is involved in the irvention rcad. He then

r

j“

%

i
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m& concerning exactly what I had done thus far with my
invention and exactly what it was. QOver the course of a few weeks. we taiked

almest daily about such and the more we talked. the more excited I bhecame

o understand that the inventors role

v
n
o))
iy
4]
o
9}
Q
o
—+
=
o
P
o]
)
@
[
[®
ot

“in:s jobs or -carsgers, it is your dream and your

[N

o

invention is like that of your "haby'. You are very vulnerable and are
fact willing bo de anything possible to make that dream reality. T sav

Fhav you understand why I and many others have been vulnerable

rractices. I now know that they are thieves and scoundrels “hat 1iterally
©on yeour emchtions. To explain these facts and my reason

zc. let me tell of whal happened with American Fatent fHesearch and Devel-

Qver the ccurse of mr ccnversing with Mr. Thomas and my telling him
of 7 odnventlion. h2 would use such tacitics as telkin: te me for arn heur
“hen after hangin: up. he would call me richt hack to talk more and to tell
mg now excited HE was. that he just knew that I had a unigue prroduct. He
told me that wihat 7 needed was fc have a product stratezy report done orn oy
invention He said that 17 I would send him all of my netes  reroris. draw-

ings etc.. that his company could do the preduct strategy report for me for
only £800.00, which would save me months of work and thousands of dollars.
e hypred this up and tried to pressure me to do so. saying that time was o

the essence. that we needed to get everything done as soon as possible for

Ll-

th

reasons., I ftold him that I would have to discuss doing so w

i fe decided to check with the

}_h

my wife and explain it to her. I and nyv

Washin.ften. D.C. Better Business Bureau. They had nothing had to sayv ahcut

2

tne company. thus we decided te 2o ahead and invest the $8CC.CC,



. . e T
The next day. Mr. Thomas called and I told him thet |

s . iz 3 5 whinrh T did
the morey and ail of my information that I had compiled. which 1 Z1d.

!‘
o]
[\
-
®
e
)
D
@
-
'

sceived the product strategy revort. It seesmed

imrressive. Yub 211 that it was. in fact. was a regurgitation of my own

words. drawinss. and my own marketins stratecy. They had just meved and

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

o : L
T +5l4d him that T was concerned bhecause of the fgct tha*t the product strat-

of mv own words and ideas. He praised me sayin< that

wvonderful information for them to use. that it Just

sTacure And

of menew. T exvlained this to Mr. Themas, he asked if I could borrow it
feorm family and friends. explaining that hanks de not lear peoplie

d that I would see what I could do. He con-

[

for thin s liks this. I sa
finued to cz2ll me practically every day. assuring me that by taking one
of the steps. that I would re on the road to success. To »e hcnest with
zan stallin, Mr. Thomas in order to either save tne

52 able to continue or to rersue cther avenues.

Thankfully +this is when T hear?d of and found KAI and learned of
sve oveoanizetion., T talked to Mr. Clayton Willlamscer and told him of
American Patent Research and Development. He told me that he was familiar
that they wers very unsthical and had no rroven track record
Vs ozaid that he would rive me the names of cther individuals that had reen
[ I was advised thnat in order tc retrieve I
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Session of (1990

SENATE BILL No. 733

By Committee on Economic Development

2-21

and K.S.A..1989 Supp.

12-1741b

AN ACT conceming the issuance of revenue bonds for cconomic/ sections

development purposes; amending K.S.A. 12-1741a’and repealing
the existing [Section]

the issuance of a letter of

intent to issue such bonds from

Be it enacted by the Legislature of the State of Kansas:

[the issuance of a letter of

intent to issue such bonds from

Section 1. K.S.A. 12-1741a is hereby amended to read as follows:
12-1741a. (a) No city shall issue revenue bonds authorized herein to

finance facilities located in unineorporated territory situated more

than three miles bevond the nearest peint of outside the issuin

[ Tetter of intent to issue

—— SENATE ECONOMIC DEVELOPMENT

such bonds

city’s limits without such city having first received approval of/the

board of county commissioners of the county in which such facility

fa letter of intent to issue

such bonds from

is to be located. Ne eity shall issue revenue bonds authorized
herein to Hpance faciliies loeated in unincorporated territory
heing within three miles of its corporate limits but within the
eounty or eounties in which any portion of such eity is located;
without suech eitv having Hrst notified the board of county com-
mssioners of the eounty or eounties of the propesed issuanee-
No city shall issue revenue bonds authorized herein to finance fa-
cilities located within the corporate limits of another city without
the issuing city first having received approval of4the governing body
of the city in which the facility is to be located.

(L) No city shall issue revenue bonds authorized herein to finance
a facility located outside the county or counties in which any portion
of such city is located without such city having first received approval
for the issuance of [such bonds| from the board of county commis-
sioners of the county in which the facility is to be located.

(¢) No citv or county shall issue revenue bonds for facilities to I

i (d)

-

The issuance of a letter of intent shall be deemed to
have received the approval of a city or county for purposes of
this section unless such city or county provides the city or
county proposing such issuance with a written no§1f1catlon
specifically disapproving the issuance within seven business days
after the next regular meeting of the governing body of the city
or county having such approval authority that follows receipt of
a request for approval.
(e) The . provisions
letter of intent as a condition
shall not be applicable with
revenue bonds for which a city or county has issued a
intent prior to the effective date of this act.

of this section requiring approval of a
to 1issuance of revenue bonds

respect * to the issuance of any
letter of

be located on property which is owned by another city or cou_nty,J
without the issuing city or county first having received approval of-
the governing bodv of the city or county which owns the property. |,

Insert Sec. 2.

See. 1L K.S.A. 12-1741a[is[hercby repealed.

[and K.S.A. 1989 Supp.

12-1741b are

Sec. [, This act shall take effect and be in force from and after ‘\[\_3?

B

its publication in the Kansas register.

5
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Sec. 2. K.S.A. 1989 Supp. 12-1741b is hereby amended to read
as follows: 12-1741b. (a) Subject to the provisions of K.S.A.
12-1744a and 12-1744b, as amended, any county shall have power to
issue revenue bonds, the proceeds of which shall be used for the
purpose of paying all or part of the cost of purchasing,
acquiring, constructing, reconstructing, improving, equipping,
furnishing, repairing, enlarging or remodeling of facilities for
agricultural, commercial, hospital, industrial, natural
resources, recreational development and manufacturing purposes.
Any county shall also have the power to enter into leases or
lease-purchase agreements by resolution with any person, firm or
corporation for the facilities. Except as otherwise provided in
subsection (b) of this section, the facilities may be constructed
within the county or 1its environs without 1limitation as to
distance, providing the board of county commissioners declares
that the facility, if in being, would promote the welfare of the
county.

(b) No county shall issue revenue bonds authorized herein to
finance facilities located within the corporate limits of a city
or within three miles of the corporate limits of a city or within
another county without the issuing county having first received
approval of the issuance of a letter of intent to issue such
bonds from the governing body of the city or county in which the |
facility 1is to be 1located. Approval of a city governing body
shall not be required to finance the construction of facilities
located on real estate, the title to which is in the county
issuing the revenue bonds. The use of such real estate shall be
subject to all =zoning regulations, subdivision regulations and
building code regulations of the city.

(c) The issuance of a letter of intent shall be deemed to
have received the approval of a city or county for purposes of
this section unless such city or county provides the county
proposing such issuance with a written notification specifically
disapproving the issuance within seven business days after the
next regqular meeting of the governing body of the city or county
having such approval authority that follows receipt of a request
for approval.

(d) The provisions of this section requiring approval of a
letter of intent as a condition to 1issuance of revenue bonds
shall not be applicable with respect to the issuance of any
revenue bonds for which a county has issued a letter of intent
prior to the effective date of this act.




STATE OF KANSAS

DIVISION OF THE BUDGET

MIKE HAYDEN, Room "152-E

Governor State Capitol Building
MICHAEL F. O'KEEFE Topeka, Kansas 66612-1575
Director of the Budget (913) 296-2436

March 23, 1990

The Honorable Dave Kerr, Chairperson
Senate Committee on Economic Development
Senate Chamber

Third Floor, Statehouse

Dear Senator Kerr:
SUBJECT: Fiscal Note for SB 733 by Committee on Economic Development

In accordance with KSA 75-3715a, the following fiscal note concerning SB
733 is respectfully submitted to your committee.

SB 733 would amend KSA 12-174la to prohibit cities from issuing revenue
bonds to finance facilities located outside the city limits without first
receiving the approval of the Board of County Commissioners.

This act has no state or local fiscal impact.
Michael F. O'Keefe

Director of the Budget

cc: Wayne Zimmerman, Department of Commerce
Allen Bell, Kansas Development Finance Authority
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