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Date
MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LLABOR.
The meeting was called to order by Chairman Al Lane at 9:05 a.m. on February 20, 1997 in Room 526-S of

the Capitol.

All members were present except: Rep. David Adkins - excused
Rep. Broderick Henderson - excused

Committee staff present: Jerry Donaldson, Legislative Research Department
Bob Nugent, Revisor of Statutes
Bev Adams, Committee Secretary

Conferees appearing before the committee: Alan Bibler, Attorney, CheckRite of E. KS
Bud Grant, KCCI
District Judge Thomas Tuggle
Rep. Doug Mays
David Brant, Securities Commissioner
David Debenham, Deputy Attorney General
Roger Walter, Securities Commission
Bill Freeman, Mayor of Leroy, KS

Others attending: See attached list

Continued hearing on: HB 2205 - Civil remedy for worthless checks; defining intent to
defraud and reasonable attorney fees.

Alan Bibler, Attorney at Law for CheckRite of Eastern Kansas, appeared as a proponent of the bill. Ninety
percent of his practice is taken up with worthless check cases. House Bill 2205 removes the “adequately
compensated” provision in its entirety from the statute and defines what constitutes a “reasonable attorney fee”
for these cases. (see Attachment 1) He concluded by answering questions from the committee.

Many of the conferees who attended the committee meeting on February 19 were unable to attend the meeting
today.

Bud Grant, appeared on behalf of the Kansas Retail Council, a division of the Kansas Chamber of Commerce
and Industry. He asked the committee to pass out the bill favorably to continue the Legislature’s efforts to
address the losses associated with worthless checks. (see Attachment?2)

District Judge Thomas Tuggle, Twelfth Judicial District of Kansas, appeared as an opponent of the bill. He
feels that attorney’s fees should be left to the discretion of the Court.

Action on: HB 2011 - Workers compensation pools, rating organizations.
Rep. Geringer made a motion to pass out the bill favorably. It was seconded by Rep. Beggs. The motion

passed.
Action on: HB 2154 - Real estate appraisers, real estate-related transactions.

Rep. Grant made a motion to table the bill. It was seconded by Rep. Mason. The motion carried and the bill
was tabled.

Action on: HB 2205 - Civil remedy for worthless checks; defining intent to_defraud and
reasonable attorney fees.

It was decided that Rep. Pauls would bring a balloon amendment for the bill to tomorrow’s meeting.

Hearing on: HB 2230 - Prohibiting pyramid promotional schemes.

Rep. Doug Mays appeared before the committee to introduce the bill. When he was Securities Commissioner,
he had some experience with pyramid schemes. When these schemes collapse they hurt a lot of people. The
further the schemes go the more people are hurt and the more money is lost.

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



CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LABOR, Room 526-S
Statehouse, at 9:05 a.m. on February 20, 1997.

David Brant, Kansas Securities Commissioner, appeared as a proponent of the bill. There is no statute that
makes promotion of pyramid investment schemes a crime in Kansas. He estimates that in the last four months
that various pyramid schemes have redistributed over $3.5 million due to the participation of at least 1,000
people who then enabled some 200 pyramid CEOs to retire or cash out. About $2.5 million was repaid due to
the efforts of different agencies. Making the promotion of pyramid investment schemes a crime in Kansas
would tell our citizens that this activity isillegal and act as a deterrent to the promoters. Thirty-five other states
now have a law against pyramid investment schemes. He requested that the enactment clause be changed to
publication in the Kansas Register. (see Attachment3)

Deputy Attorney General David Debenham talked from the audience to explain the penalty for the promotion of
pyramid investment schemes. A conviction of this crime would be a severity level 9 and carry a sentence of
presumptive probation unless the person has had two prior person felonies and the sentence would be more
severe.

Roger Walter, General Counsel for the Securities Commission, answered a question from the committee about
the penalty for the willful violation of the Securities Act.

Bill Freeman, Mayor of Leroy, Kansas, appeared as a citizen of a town that was hit hard with one of these
schemes. He stated that the greed is unbelievable with persons who are participants in these schemes. He told
the story of how the seniors in high school wanted to take their senior fund and invest it to increase the money
for their senior trip. The scheme had a very negative impact on his community. (see Attachment4)

The hearing on HB 2230 will be continued tomorrow.
Chairman Lane adjourned the meeting at approximately 10:00 a.m.

The next meeting is scheduled for February 21, 1997.
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Testimony before the House Committee on Business, Commerce & Labor,
Wednesday, February 19, 1997, By Alan Bibler, Attorney at Law for
CheckRite of Eastern Kansas

About 6-7 years ago when I first started handling worthless check
cases for CheckRite, I did some basic research to determine what
other attorneys in this area charged for this type of case. I
found that the going rate was $250.00/case. My partner and I
discussed this and thought this was too high. We estimated that
these cases would require an average of about 3 hours each. We
were charging our preferred clients an hourly rate of $63.00/hour
at that time, so we rounded off and decided to charge $180.00/case.

Two years and three months later, when our partnership broke up and
each of us started our own law firms as sole practitioners, I did
an analysis of my fee structure, particularly as it pertained to
‘these worthless check cases, as I kept CheckRite as'a client after
the breakup of the partnership. I determined that I was averaging
60 hours/week and spending approximately 50% of that time on these
cases. I further determined that after covering the basic expenses
of operating an office, etc., during that entire 27 month period,
these cases had generated less than $5,000, total, with which I
could pay myself. That comes out to $1.46/hour.

It didn’t take me long to recognize that I had to do a number of
things, one of which was to increase my fees for these cases. By
that time, the other attorneys were charging $270.00/case, so I
increased my fee to $250.00, October, 1992. Since then, the
demands of these cases has increased to the point where I now spend
over 90% of my time on these cases. I have continued to analyze
the return from this service. I have not found time to work up the
figures for 1996, but I can tell you that, assuming only a 50/hour
week, during 1994 and 1995, my firm grossed $21.59/hour and
328.10/hour, respectively from these cases. Understand that these
figures are gross hourly revenue, from which all of the costs of

operating the law firm must be paid. It does not require the
intelligence of a rocket scientist to recognize that I am not
getting rich providing this service. My salary from the law

practice during those two years ranged from $2,000/month during
1994 to $2,500/month during 1995 and on throughout 1996.

I'm not telling you this to elicit sympathy; I have chosen this
work, I like what I'm doing and I believe I provide a needed
service. I’'m providing you with these facts to counter the
argument that I hear from a small group of people who don’t know
what they are talking about. This group includes a few district
court judges, some of whom have stated that they don’t approve of
K.S.A. 60-2610, the ™“civil worthless check law.” They make
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statements to the effect that the attorneys and collection agencies
who use this law to recover on worthless checks for their clients
are all “getting rich” doing this. If I don’'t convey anything else
to you today, I hope that I make it clear that this attorney
certainly isn’t getting rich as a result of providing this service.
There may be some others out there who are, but I don’t think so.

One of the facts that so many of those who think some one is
getting rich at this business fail to take into consideration is
the extra ordinarily high costs of providing this service. These
costs range from “hard costs” such as computerized record keeping,
word process and filing equipment to “soft” costs which include the
fact that this service requires a great deal of time. Lawyers who
operate firms providing general legal services, i.e., family law
practice, wills, etc., have no idea of the overhead that a
collection attorney must deal with. I suspect that some of the
larger collection attorneys spend more in postage- in any given
month than the general practitioner pays for his or her malpractice
insurance for a year. And, speaking of malpractice insurance, the
premium for a collection attorney is much larger that that of a
general law practitioner. The very nature of dealing with
collections and debtors means that over and above the type of
overhead that the general practitioner has, the collection attorney
has to run what is for all practical effect a private investigation
operation.

It is not at all unusual for a single worthless check case to
involve the need to “skip trace” the maker 2-3 times just to get to
the judgment stage. Several more skip traces may be required
during the post-judgment or collection stage. Skip tracing is a
very resource intensive process, requiring a lot of personnel time
and a significant amount of equipment and the expenditure of funds.
And, the fact is that a significant percentage of the resources
that go into the skip tracing effort will prove non-productive
because of any one of several reasons, i.e., the debtor effectively
disappears, or the debtor proves to be, for all practical purposes,
judgment-procf, or the debtor, when finally cornered, simply files
bankruptcy. All of this is a normal part of the overhead that a
collection attorney must absorb but which a general law
practitioner never sees.

Also, the general law practitioner doesn’t face the maze of laws
that are in place for the primary purpose of protecting the rights
of the debtor. Please understand, I am not criticizing these laws
or their purpose; I fully understand that there have been and
probably still are a lot of individuals and/or firms who would not
hesitate to take unfair advantage of debtors if given the
opportunity. What I hope you understand, however, is that these



laws, as necessary as they may be, nonetheless pose a significant -
and costly, obstacle to the collection attorney or agency.

One of the major obstacles is the passage of time. Time is always
of benefit to the debtor. Every day that passes without the
collection of a given debt decreases proportionally the likelihood
that that debt will be collected. Debtors move, change jobs,
change names, etc., some purposely, many just in the normal course
of events. With the passage of time, the debtor that initially
meant to repay a given debt, often undergoes a hardening of the
attitude. I often get a response from the maker of a worthless
check to the effect of, “That check is over two (or three, or
whatever) years old.” Basically, what they are saying is, “I
shouldn’t have to be bothered with that now,” or, “You should have
caught me a long time ago, since you didn’'t, I ought to get away
with it.” This attitude completely overlooks the fact that this
person has probably been dodging not only thlS creditor but several
others as well for all of that time.

What a lot of non-involved observers of this collection process
fail to see is that we have to comply with the federal Fair Debt
Collection Practices Act (FDCPA) throughout this process. An
example of what that means here is the fact that we have to track
down a good address, prepare and deliver to the alleged debtor or
worthless check maker an FDCPA notice, in writing, before we can do
anything else. Then, we have to set back and wait 35 days before
we can initiate the 1l4-day notice letter required by K.S.A. 60-
2610. By that time, a significant percentage of these people will
have moved and/or changed jobs once again.

It is not at all unusual to finally find some debtor for whom your
client has had a debt due for 2-3 years only to find that locating
him or her and forcing them into court simply provides the “straw
that breaks the camel’s back,” and drives the debtor into
bankruptcy. Many dollars in time, salaries, research fees, etc.,
are then lost, with little or no hope of recovery. The collection
attorney simply has to absorb that as a legitimate part of
overhead.

Another effect of the FDCPA is to increase overhead costs for the
attorney with a significant collection practice. Let me assure you
that no matter how conscientious the attorney may be, it is
virtually impossible to operate a large collection practice without
at least some minor violations of that act. And, I can personally
guarantee you that there are attorneys, primarily from the East
coast area, roaming the country, scouring courthouses, searching
for opportunities to bring lawsuits against collection agencies
and/or their attorneys. I doubt seriously if there is a single
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collection attorney who has been in practice for any significant
length of time and who has a sizeable practice that hasn’t paid one
or more out-of-court settlements to these wvultures. Just one more
example of overhead that the collection attorney has to cover but
the general practitioner never is even aware of.

Judges and other attorneys who make statements such as, “It only
took you five minutes to prepare that petition and you had to
appear at the docket anyway for your other cases, therefore, a fee
of $50.00 should be plenty for this case,” fail to take into
consideration that the collection attorney will almost certainly
have spent a minimum of an hour doing nothing more than keeping on
top of the file in that case to ascertain that all of the steps
necessary to comply with all of the applicable laws have been met.
If there was some skip tracing involved as well, the collection
attorney may very well have $100.00 in time and other costs before
ever even getting to the stage of filing the petition. Then, as is
often the case, the debtor moves again, leaves his or her job,
etc., between the time the case was finally filed and the docket
date, and it becomes necessary to undertake another skip trace just
to get service of process on the defendant.

Two more thoughts that I would like you to consider. By the time
the collection attorney has gone through all of the steps necessary
to file a petition, you can rest assured that, with perhaps a very
few exceptions, the defendant is not just some innocent little old
lady on social security who simply made a math mistake on her check
register and bounced a single check. He or she will not be some
innocent college student who wrote a check expecting to receive
some money from mom or dad that he or she could deposit in time to
cover the check. By the time the process gets to the point where
a petition is filed, the maker of that worthless check will have
been given a minimum of 3-4 notices and had a minimum of 50-60 days
in which to make the check good. By this point in the process, we
are almost certainly dealing with someone who either fully intended
to defraud the holder when they passed the worthless check or, at
the very least, has long since made up his or her mind to get away
with it entirely or for as long as possible. 2And, the odds are
good that this person will have passed other worthless checks as
well. This will not be someone for whom we should all have great
pity. This is someone who has unjustly enriched him- or herself at
the expense of another and, unless he or she is made to pay, you
and I will have to pay higher prices for the goods or services that
we buy to make up for what this person wrongfully took.

Also, for those who lament the fact that a $20.00 worthless check

might result in a $400.00+ judgment, consider the alternative.
That person could be prosecuted under the criminal statute and wind
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up with a criminal record. This, of course, is the way things were
done prior to the adoption of this civil worthless check
prosecution law in 1986. The problems then were, and will be again
if those who want to undermine this law until it is useless have
their way, that the criminal prosecutors didn’t have time to handle
these cases, many of them thought it was beneath them to be acting
as collection agents for businesses, the costs of public
prosecutors and court time was too high to justify handling these
cases and, in general, these kind of cases simply didn’t get
handled and the businesses had tc absorb or pass on to their other
customers the costs of their worthless checks.

And, these costs are significant. While I don’t have figures for
Kansas alone, the costs nationwide are estimated to be $16-18
Billicon dollars and are projected to increase at the rate of 2.5%
per year through the year 2020.

I could go on much longer, however, I know everyone here has a lot
of important things to do and too little time to do it. I hope
that I have impressed upon you at least some idea of the expense
involved in the business of legal debt collection practice.

Frankly, I believe that at least some of the thankfully small
number of judges who routinely undermine this civil worthless check
law by waiving or drastically reducing the attorney fees in these
cases, do not even care about what it may cost to prosecute these
cases. I honestly believe that some of these judges are simply so
biased in favor of debtors and/or against businesses that they are
merely using this mechanism of waiving and/or reducing attorney
fees as a means of thwarting this law.

You are being requested to shore up the provisions in this law that
require the bad actor, the worthless check maker, the one who is
responsible for every cost that is incurred as a result of forcing
the worthless check holder to undertake a lawsuit in order to
recover what is due to them, to bear the total cost of that
lawsuit.

For almost three years, all of the judges in one Jjudicial district
had a rubber stamp which they used to stamp above their signature
on the journal entries of judgment: “The Court finds the damages
and other amounts awarded are sufficient to adequately compensate
and attorney fees are waived.” A rubber stamp! This was in cases
where the defendant had never appeared and had never raised any
objections, where there was absolutely no evidence in the record to
support this finding. This routine practice cost my client tens of
thousands of dollars and it alsoc cost me many thousands as well.
These judges were doing this because they believed that I, as the
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attorney in these cases, was being paid some or all of the damages
awarded.

Let me address that briefly. First, even if I had received all of
the damages in those cases, since about 85% of these cases involve
worthless checks of less than $33.33, the damages would only be
$100.00. I hope I have demonstrated earlier that these cases can
not be handled for $100.00. Secondly, I do not get any part of the
damages in these cases as part of my fee. Maybe some attorneys do;
I do not. What these judges were doing was forcing me to work
free; neither my wife nor my banker appreciate that.

During the last session of the legislature, you were requested to
remove the provisions in the civil worthless check law that gave
the court discretion to waive the attorney fee when it was felt
that the award of the damages was sufficient to adequately
-compensate the holder. Elimination of that provision was passed in
the Judicial Committee but later removed on the floor. Still
later, when the two bills passed by the House and the Senate were
in conference committee, a compromise was reached requiring the
court to “make a finding of fact as to the specific reasons that
the amounts awarded are sufficient to adequately compensate the
holder of the check.” The expectation was that the courts, being
unable to do that since there were no such specific reasons, would
discontinue this practice of using a rubber stamp to waive attorney
fees.

Well, it worked! They did quit using the rubber stamp. However,
they simply changed tactics. Beginning with each new journal entry
of judgment that I submitted after the effective date of the
revised law, these judges determined that the attorney fees
requested are unreasonable and either waived them entirely or
drastically reduced them to amounts like $50.00, $70.00, even
$40.00, with an occasional $100.00 or $150.00. Again, this is
being done without any hearing, without any questioning or even the
appearance by the defendants and without any evidence in the record
to support such a finding.

This 1is why you are being asked this session to remove that
“adequately compensated” provision in its entirety. It is also why
you are being asked to define what constitutes a ™“reasonable
attorney fee” in these cases. It is clear that at least some
courts will utilize whatever loophole left available to them to
undermine the legislative intent of this law, that being that if
the worthless check maker forces the worthless check holder to
resort to the legal system to recover for the worthless check, the
worthless check maker will bear the full costs of that process.
Anything less renders the law virtually useless.
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Please understand, as an attorney, I am also a businessman. I must
be able to charge and receive a fee for my services, a fee that
allows me to cover my costs of operating an office and provides to
me a return on my investment. Anything less defines an
“unreasonable fee.”

Finally, you are being asked to define the term “intent to
defraud.” The original bill adopting what is now K.S.A. 60-2610
and 2611, also included what is now K.S.A. 21-3707, the criminal
worthless check law. There, “intent to defraud” is defined as the
failure of the worthless check maker to pay to the holder an amount
equal to the face value of the worthless check plus a $10.00
service charge within seven days after being given notice that the
worthless check was dishonored. It goes on to define notice as
including oral or written notice. In other words, the requirements
of proof in the criminal worthless check law are less burdensome
than that in the civil worthless check law where- the worthless
check maker is given fourteen days notice and it must be written
and sent via registered mail. You are not being asked to weaken
any of that, but simply to provide a definition of what constitutes
“intent to defraud.”

Thank you for your time and for your consideration of this matter.
Your help is needed if this civil worthless check law is to remain
effective throughout the state. Without these changes, it is clear
that some district courts will purposely or otherwise undermine the
law to the point where attorneys will be prevented from providing
the service so sorely needed by the business people throughout
Kansas. o

If there are any questions, now or later, I will welcome the
opportunity to attempt to answer them.
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HB 2205 February 19, 1997

KANSAS CHAMBER OF COMMERCE AND INDUSTRY

Testimony Before the

House Committee on Business, Commerce & Labor
by

Bud Grant
Vice President and General Manager

Mr. Chairman and members of the Committee:
My name is Bud Grant and | am here on behalf of the Kansas Retail Council, a
division of the Kansas Chamber of Commerce and Industry. | appreciate the opportunity to

appear to express support for HB 2205.

The Kansas Chamber of Commerce and Industry (KCClI) is a statewide organization
dedicated to the promotion of economic growth and job creation within Kansas, and to the
protection and support of the private competitive enterprise system.

KCClI is comprised of more than 3,000 businesses which includes 200 local and regional
chambers of commerce and trade organizations which represent over 161,000 business men
and women. The organization represents both large and small employers in Kansas, with
46% of KCCl's members having less than 25 employees, and 77% having less than 100
employees. KCCI receives no government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of the
organization's members who make up its various committees. These policies are the guiding
principles of the organization and translate into views such as those expressed here.

Through the years the Kansas Legislature has been consistent in its support of
addressing the problem of worthless checks. The problem has reached epidemic
proportions. The latest information which | have available from the Fraud Information
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3ureau is that over 425 million bad checks are returned in the United States each year and
62% of these are not made good on deposit. According to the American Bankers
Association, worthless checks amount to about 1% of all checks written.

To retailers, customers who write bad checks are thieves with paper guns. But to
police and prosecutors, chasing check bouncers is rarely a high priority. That is why this
legislature enacted the civil recovery statutes, and why all the costs of collection, including
attorney fees, should be fully recoverable. Anything less discourages pursuing the writer of
the bad check. This results in higher prices for the rest of us and less money to the state as
bad debt losses reduce profitability and taxes.

| urge the committee to continue its efforts to combat the losses associated with

worthless checks and to recommend HB 2205 favorable for passage.
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Bill Graves OFFICE OF THE SECURITIES COMMISSIONER David R. Brant
Governor Securities Commissioner

TESTIMONY IN SUPPORT OF HOUSE BILL No. 2230
Prohibiting Pyramid Promotional Schemes
Business, Commerce and Labor Committee Kansas House

DAVID BRANT
Kansas Securitites Commissioner
February 20, 1997

Mr. Chairman and members of the committee, thank you for this opportunity to testify in support
of House Bill No. 2230 which proposes to make a crime of the promotion of pyramid investment
schemes.

What is a Pyramid Scheme? Section 1 of the bill provides the proposed statutory definition. The
pyramud in its purest form is much like a high-stakes version of a chain letter. For the past four
months, a $2,000 cash pyramid scheme has been promoted, under the names of “People Helping
People,” Friends Helping Friends,” “The Support Network,” and “The Board Game,” in a total of
27 counties with the most activity in the Wichita area and Anderson, Barton, Crawford, Coftey,
Pawnee, and Reno counties. (See the back of Exhibit A for a list of the counties currently known.)

A copy of the “rules” of the programs and the pyramid diagram (referred to as a “board”) are
attached as Exhibit B. Potential investors are told to bring $2,000 in the form of $100 bills to a
secret meeting (referred to as a “social” or a “party”). Participants are kept on a first name basis
and are told that the program is legal, not subject to taxation, and that the cash is a “gift” to the
pyramud leader (referred to as the “CEQ”). The pyramid typically consists of four levels with the
CEO, two presidents, four vice-presidents, and eight investors at the base. At a successful meeting,
the eight new investors pay a total of $16,000 to the CEQ who then “retires.” The pyramid then
divides into two groups and each participant advances to the next higher level. New investors are
then recruited to fill the bottom levels of the two new pyramids and the process is repeated.

The District Attorney in Sedgwick County, Nola Foulston, notified our office in late October of a
number of calls in the Wichita area concerning this pyramid scheme. Our agency cooperated with
the District Attorney in alerting the news media to warn citizens not to participate. Nonetheless,
the pyramid activity continued to spread to other communities and counties. Also copied on
Exhibit A 1s a sample newspaper clipping of the statewide alert issued by our agency in November,

Many pyramids attempt to establish their legitimacy by purporting to sell 2 product and are not as
blatant as the cash pyramid just described. There are legitimate multi-level marketing programs
which promote the sale of goods or services. The distinguishing test is whether the program
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House Bill No. 2230
February 20, 1997
Page 2

concentrates on the quick profits to be earned primarily from the recruitment of other people to
sell the program as opposed to the sale of legitimate products at an attractive price. Our concern
today is with the promotion of pyramid schemes.

Pyramid Schemes are Illegal. A pyramid scheme constitutes an “investment contract” which is
detined as a security under the Kansas Securities Act (K.S.A. 17-1252j). Securities must be
registered with our agency or be exempt to be offered to Kansas investors. The current pyramid
schemes are not registered securities, are offered by unregistered persons, and are being promoted
in a fraudulent manner.

After an extensive investigation, our agency is empowered to bring criminal charges against the
promoters in addition to a civil suit to disgorge the profits. The Kansas Supreme Court affirmed in
a 1991 opinion that the “airplane pyramid” scheme was a security and that its promotion
constituted an illegal conspiracy to sell an unregistered security. State ex rel. Mays v. Ridenhour,
248 Kan. 919, 811 P.2d 1220 (1991). However, the prosecution of pyramid schemes under the
securities approach is cumbersome and time-consuming. .. and the biggest problem is that its
illegality as an investment contract is not widely known or understood.

The word “pyramid” does not appear in the context of a crime, if at all, in the Kansas statutes.
Some players have even consulted attorneys who were unsuccessful in their attempts to determine
its legality. Participants are told by the promoters (usually a co-worker, friend, or family member)
that the programs are legal. Some promoters are influential and community leaders to be trusted.
Thus, even though the program “seems too good to be true...,” many Kansans proceed to play
based on these ill-informed, naive assurances that the program is legal.

There are at least 35 other states that have specific statutes similar to House Bill No. 2230 including
the states of Missourt, Oklahoma, and Colorado. The time is long overdue for Kansas to adopt
such a law.

Pyramid Schemes are a Public Nuisance. A pyramid scheme is doomed to fail and constitutes
a zero sum gain... for every winner there are multiple losers. The schemes involve no gainful
employment of labor, capital, ot other legitimate economic enterprise. Pyramids are simply a
method of transferring money from an increasing number of new participants to a smaller number
of earlier participants. As the number of new investors required to support the program grows
exponentially, the market for such investors ultimately collapses. There is no better example of the
ultimate consequences of a pyramid than the tiny country of Albania. Exhibit C contains a sample
ot the daily news stories that have reported riots and widespread social unrest due to the devastating
economic impact of the fraudulent pyramid investment schemes which have now finally collapsed.

Here in Kansas, we estimate that the various pyramid schemes have redistributed over $3.5 million
due to the participation of at least 1,000 people who then enabled some 200 pyramid CEOs to
retire or cash out. We estimate that $2.5 million has been repaid due to our warnings and the
actions of our agency, the District Attorney, county attorneys, and local law entforcement. In
Coffey County alone, we know that $480,000 was generated by 112 participants with 30 individuals
cashing out. Because of our efforts, we have received proof that $448,000 has been returned to the
partcipants to date. E-



House Bill No. 2230
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Page 3

The impact of a pyramid on a Kansas community is best told by those who have witnessed the
results. Exhibit C also contains copies of a Letter to the Editor signed by two Burlington ministers
and an editorial from The Anderson County Review in Garnett. In a minute, you will hear testimony
from Bill Freeman, the Mayor of LeRoy and a local banker.

The President of Albania recently conceded that “maybe a lack of legislation” allowed the pyramid
schemes to proliferate in his country. We ask that you support House Bill No. 2230. The
proposed specific statute should act as a deterrent since it would clarify the illegality of pyramid
schemes in Kansas. The statute should be effective in putting promoters on notice and will
hopefully prevent Kansans from being enticed to invest in future pyramid schemes. Exhibit D is
a letter of support for the bill from the Office of the District Attorney in Sedgwick County.

In the meantime, we will be diligent and continue our success in shutting down these schemes and
in seeking the return of participants’ money. The Office of the Securities Commissioner strives to
fulfill our mission to protect and inform Kansas investors.

Lastly, we would respectfully request that the committee amend the bill to make the act effective
upon publication in the Kansas Register. Thank you for your consideration.



Fred Johnson,

Topeka Editor............... 295- 1181

. 295-1194
. state@gjnetworks.com

Steve Swartz,
State Editor.....n....
‘ E-mail .

st

By_ TIM HRENCHIR
The Capital-Journal

i he state's securilies commis-
Tsioner warned Kansans on

€: Friday not to take part in an
iltegal pyramid scheme authorilies
think has suckered in more than
1,000 “investors.”

Securities Commissioner David R.
Brant said the scheme started about a
month ago in the Wichila area and has
spread to Anderson. ColTey, Cowley,
Reno, Sumner and Saline counties.

He said there are a number of
active variations on Lhe scheme,
which violales Kansas securities

C,il warns

laws and preys on people'’s desire to
get something for nothing.

In the most popular variation, peo-
ple are asked Lo invest $2,000 in $100
bills in hepes of converting that into
$16,000. As » result, Brant said, two
different suiall-town banks in Colfey
County were cleaned out of $100 bills
withdraw, by clienls authorilies
think were iaking part in the pyramid.

Brant ad «dithat wo variations on
the schew.¢ had popped up in
Wichila-area high schiools.

Involvement in such a pyramid
could leave participants open to civil
lawsuits and criminal charges for
violation of stale securities laws,

Brant said.

No arrests have been made or
charges filed in connection with the
scheme, but, Brant said, Sedgwick
County District Attorney Nola
Foulston plans lo begin inquisition
hearings to question participants.

“We can have little sympathy for
those investors who are driven by
greedand altempl to turn a fast buck

° at the expense of a family member,

friend or co-worker who is enticed to
put up their cash as part of the
scheme,” Foulston said.

Brant said the pyramid works like
this:

Potential investors are asked Lo

JOURNAL .

bring their :l:‘uney -— usually $2,000 but
sometimes smaller amounts as low as
$25 or amounts s large as $10,0K — to
a sile where they will learn where to
go lo allend a secret meeting.

Al that meeting, participants-are. .
kept on a first-name basis only. They
are told the program is legal and
non-taxable, and lhatl their cash is a
“gift" lo the persan at the top of the
pyramid, known as the “CEQ."

The pyramid typically consists ofs.
four levels, with the CEO on top, two
“presidents” o the'second, four
“vice presidents” on the third and
eight “investors” at the base.

When eight people at the base

avoid pyramid scheme

Securities Commissioner David Brant said more than 1,000 Kansans have been cheated in the illegal investment scam.

have made investments, the CEQ
lakes thal money and steps aside.
One of the presidents moves up lo
the CEO slot, while others move up
in the pyramid hierarchy.

« . Investors are told that as long as
new investors conlinue to be found,
they will eventually find themselves

. in the CEO position and receive eight

times their investment.
“But all such schemes are doomed

Jto-fail,” said Brant. "Somebody's

‘going to get hurt, if they haven't
already.”

Authorities think al least one per-
son [rom eutside Kansas helped get

the scheme started in Sedgwick

County.

Brant said involvement in the

scheme has slowed down in that
county, where authorities have iden-
tified some of the principal people
involved, but is spreading to other
parts of Kansas.
. The scheme is promoted under
various names, including “People
Helpjng People,” “Friends Helping
Friends,” “The Board Game" and
“The Support Network,” Braiit said.

He encouraged anyone wilh infor-
mation about pyramid investment
schemes to call the Investment
Hotline in the Securities Comnission-
er's office at 1-800-232-9580.

¥ LI9TIHXH
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COUNTIES AFFECTED BY
THE PEOPLE HELPING PEOPLE PYRAMID SCHEME

Allen Finney Neosho
Anderson Franklin Osage
Barton Harvey Pawnee
Bourbon Johnson Reno
Butler Kingman Sedgwick
Coffey Labette Shawnee
Cowley Lyon Sumner
Crawford Miami Wilson

Douglas Montgomery Woodson
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Here’s how the pyramid is presented:

on TRUST and INTEGRITY. That's
wity there are only |3 memoers per

Editors MNote: This newspaper
acquried what is reported to be a set
of the docuntents that were used o
cvice people into “giving” money
into the prograne that has been ruled
‘0 be a pyramid sciieme. if (s expecr-
cd that moare information will be
avatlable by the Monday publication
eaaline. Again. wnar follows s

whar was reportzaly given (o
prospective  members of ihese
fremes.

THE SUPPORT NETWORK

The support svsiem originated in
Asia. Family members, 25 well as
[riends. basically formed their own
financial support organization rather
ihan borrowing from a bank or
lender. They cooled their own mon-
v 10 help someone come to the US
and start 2 business. The recipient
did weil and returned the gift Dy
heiping another ... and so on. Qur
Support Merwork is 2 social clud
dedicated 0 peoiing resources, idi-
ents and financss logether for the
benerit and advanceme=nt of 2ail.
hased on trust and integrity. The
Support Network i3 not about get-
nng rich, {t is (o provide networking
upportunities and suppor s weil as
financtal supgort to those you care
anout. [t is a sysiem whereby mem-
bers each perform their duties care-
fuily and are ziven casn gifts for
their loyaity and etforis (o perform
their duties well,

The Support Network consists of
!5 active memoers made up of
friends or {amiiy wno wish 0 heip
others by peoiing a casn gift. This
«ift s not taxable by the [RS. By the
IRS tegulation, you are allowed o
aive or recaive up 'o 510,000 per
person, per vear without laxation,
you are not required lo declare
money given or recsived 1s gift on
vour 1ax returm. This gift has already
had taxes paid oa it and cannot be
taxed agarn.

‘Why would you want to join? [t's
funl We share talents with others
from differsac walks of life and we
explors the unigue cpportunities
ihese people offer. Plus the energy
surreunding our mestings is some-
limes awesome!

How does it work? We have four
positions in the ciuo. New Members
(), Vice Presidents (4), Presidents
{2) and the Chairperson or CEO.
Cuests are invited 1o our sactals and
are =xtended the same opportunity
as the officers were offerad previ-
ously. As soon as iflere ure eight
Mew Members on a “Board”, 2ach of
them  gifts 52,000 o the
Chairperson. The Chairperson’s
mesting is offerng Board Memoers
an array of opportunities from which
o choose: i.e., business consuita-
tion, brokerages, lavel, trade dis-
counts, computer consultation, heal-
ing alternatives, handyman expo-
sure, and financial cansultations, etc.
The 316,000 recsived by the
Chairperson is his/hers (o keep. At
that time he ar she retires from the
“lloard” and the “Board” splits
down the middle forming (wo new
“Boards”, Rememuer, this is a gilt
by the Mew Members. Now that you
joined and the “Board™ has split you
are 1 Vice President and each new

“Board” has spots for zight New
Members. Zach time thers are 2ight
New Vlemoers, “hairperson
recetves hisner gifts and you move
up again wnen the Chairpersan
retires. Thres retirement mesungs
and you are (he Chairpersen and the
next to receive the cash gifts. The
average time for 1 New Memiper o
mave 1o the Chairperson varies, but
usuaily four to ergnt weeks and often
around the six week tume-frame. A
New ¥ember does MOT zive histher
gt unui ALL eight New Member
positions have peen filled,

When vou opecome a1 Vice
President it is recommended that
you bring in two new mempers who
hopetuily wiil join and suoport vou.
The more potential new members
you invite 1@ support ¥our board ihe
faster you 1 il move to Chairperson.

This is noc¢ x oyranud. A oyramid
by definition 1s 2 system of peopie
enroiling mto 1 structure wiich
increases ragidly und an 2 continu-
ing widening base 1t the bouom. A
pyramid chairgerson is 4 permanent
position. they never retre. Qur sys-
tem never gets any larger than the
stgnt new members at the boitom
and the Chuirperson retires 2ach
time there is a retirement meeting.

Can vou withdraw? YES! At any
time after you Decome u member or
arter you have moved o u higner
nasilion if vou decide you need io
ieave. it is vour opuon. Usuaily there
is- someone who will want to buy
your  gosition.  Contact  your
Charrpetson or your (riend or reia-
tive: wio introduced you to our
“Board™ 1nd noufy them. (This aiso
does not accur in a pyranud siwa-
tton.)

Sogonsorships 3EING SPON-
SORED: {f you wish lo become a
Mew Memoer but do not have the

funds, you may locate 1 friend or

fanuiy memoer 10 spansor you or
walt 0 be sponsored by someone
else. The sponsac's name will be on
the “Board”™ with yours and thev
MUST 5e wuh vou OR SOMEONE
THEY DE3IGNATE MUST be wun
you when vou are Charrpersan and
receive your zifts. You solit your
rettrement 31its with vour Soonsor
4s explained in "RULES” under No.
2. Again, itis recommentey that you
invite two more people to support

vou and fo ke2p the beard movings.:.

SPONSORING SOMEQNE ELSE:
You may wish (0 join in ihe net-
working and the gifting and you may
have the funds for your 21t but are
unabie (o commit (0 two mestings a
week and therefore may choose lo
sponsor someone 2ise in nesd. At the
time of their retirement party, YOU
OR SOMEONE YOU DESIGMNATE
MUST be present. Upan receipt of
their retirement gifts., they will solit
the $16,000 (you will receive
58.000) and then retrn your spon-
sorsaip gift of $2.000. Finally it is
recommended (o kesp a balance on
your board in kesping the number of
people neading sponsorship o a
minimum, Boards nseding severul
sponsars tend o move slower.
RULES

I. Membershig is by invitation
anly. The Support Metwork operates

“Board”. Active members should
wviee family or close Iriends. those
ceovle wnom you would want sup-
poring you.

1. When 1 person that was spon-
sored becomes Chairperson and is o
recewve therr wiits. THE SPONSOR
OR SOMEONLE THE SPONSOR
DESIGNATES, MUST be present.
Alter the gifls ure recerved i is split
in haif, the sponsar receives S8.000
oius rewrn of the orgmai 32,000
a1l

3. All members must be at leust
I8 years of uge,

4. Al gits are (0 be wiven in cash
aniv. NO personuar checks, money
orders, or credit cards,

3. Piggyoucking or accuoying
more | one Jositton on the sanie
“Board” is not ailoweu. [ a4 memoer
15 found in violutton of this cule, they
wiil be expetled immediately and
not zilowed back an the “Sourd".

4, No aicohol or drups ailowed.
‘We wint everyone (0 make informey
Jegisions,

7. Smoking 1s not gernntted at the
mesnunes,

3. No chiidren. This is aa aduit
meeting where we want cvervone (o
relax and be able (o think cleurly
witllout distractions.

7. Attendance o ail meetings or
as often as possigle s i evervone's
best interests (@ support cacn other,
Kezo in miind that »ou will one day
be the Chairperson yourseill

10. CHAIRPERSON OR CEO
CONDUCTS MEETINGS AT
THEIR HOME{OR SOMEQNE

ELSE'S THAT MAY OFFER),
CONTACTS MEMBERS WITH
ALL INFO.. SERVES LIGHT

SNACKS AT NON-RETIREMENT
AND MORE SUBSTANTIAL AT
RETIREMENTS. [T (S NOT
REQUIRED, BUT (S NICE {F THE
CEOC HAS "NEW 3Z0ARDS
READY FOR THE INCOMING
CEO’s NIGIIT OF RETIRE-
MENT AND PASSES ON PERTI-
NENT INFO. SHEZTS, ETC.

1. COURTESIES: a. PLEASE
4E AWARE OF PARKING. You do
a0t want neighdors (o have any rea-
son (0 comolain and bring bad ener.
2y 10 your mestinus.

b. Rememoer, you da not have la
join our board in ocder to use our
Mewvorking Baard.

Responsibilities

ALL MEMBERS have certain
responsipilities. [U's important (o
work together 10 bring in as many of
our trusied family and friends as
uuickly as possible. The more who
jotn and the quicker, the more oppor-
tunities become available to atbers
and the guicker you, move up lo the
Chairperson position. Often times,
meetings have confusion surround-
ing them und people may forget or
nat hear clearly about a specific ser-

THE

‘vice gifered. Having a1 Network

Bourd, bowl for business cards or
“place" 1o list ail the services affered
{even handwritien noles about ser-
vices) will help reduce the confusion
and having lo scarch [or that person
after the meetings.
A CHAIRPERSON:

|. Assists others in benefiting
fram the ogportunities avatiable.

EXHIBIT B

iherr it what they mignt do with it
These introductions need (o be kept
short, 1-2 iminutes so the meetines
do not drag (oo fong,

4. Explains the philosopiy and
ruies of the cluo.

3. Provides sinple snacks and
drinks for euch soctal.“=™ A lurger
iore subsianual otenng s suggest
ed for reurenent meetng,

3. Ensures there s no alcohoi,
smoking, children ur other disirac-
frons.

QUESTIONS:

L. Must o Chairperson hoid the
meennes al misther nome? 1y e
Chairperson's responsibility o hoid
the mestines, whether at therr own
home or someone 2ise’s,

1. Dues ihe New Memoer have o
he present to give isiher casin 2t o
the Chinrperson? Mo, The Mew
Vlember iy designuie and send i
representative in hissher place il he
or she 1y scheduled busy or our of
town. However, 1t is samething vou
would want o atend, iF ot aill possi-
ole.

3. Must the Sponsor be present at
the retrement mesune? Yes, or they
must send o desienated representa-
tive approved by the Board mem-
oers.

4. Does the Sponsor huve i say
about wno qershie sponsocs? Yes, [T
vou wisit tu soonsor a spectfic ner-
son. you advise the Club Ofticers, .f
you do not then the Chiarperson wiil
chonse who you will sponsor ind
ui your name below that person s,

IS IT LEGALY? YESHIN
ACCTORDING TO TIIE IRS GIFT
LAW ANY PERSOM MAY GIVE
OR RECEIVE A Gil7T" OF UP TO
S0 FROM ANY ONE INDI-
VIDUAL PER Yt AND NMOT
HAVE TO CLAIM [T

The monetary 2ifts given in our
Support Merwork do not come close
lo ihe 510000 linme per nerson.
However, il you wisn 10 ciinm your
prosperity you may do s, iF vou snll
have questions 200u( :his. consuil
yOur 12X SCCOUNtant or [awy
aifting recerved by the Chaeperson
oifers ihe new members the opportu-
nity 1o ullize business services aro-
vided by other members and guesis
along with the upportunity tor finun-
cial advancement through Becoming
2 part of the Support Network. The
putential  business  {ergsiservices
receved can Le, . anu o them-
selves, weitl worn more than 52.000.

A
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Albania will offer aid to victims of pyranmud schemes

Tha Assacialeg Press

TIRANA, Albania — The guv-
ernment wiil offer jobs und bank
credits to people who have losl
money in pyramid schemes that
have begun to collapse, President
Sali Berisha said Saturday.

“Those who have been allected
the most by this activity shouid be
aifered smploviment in the private
and. public sector...as weil as cred-
its to start private businesses,”
Berisha told leaders ol lus govern-
ing Democratic Party.

Like slsewhere in post-Commu-
nist sastern Curope, scams nvolv-
ing fictious investimenl compaies
and charities have popped up in

impoverished  Albania, offering
sky-high interest rutes to people
whose uverage monthly wage is $60
(o 580, An estimated 300,000 Al-
banans, wlmost one in seven of the
country’s 3.2 million people. have
taken part.

ltarly iuvestors made hefty prot-
its in the funds, But becuuse the
funds pay the first investors with
the money from later ones, Lthey re-
quire @ steady stream of new coun-
tributors.

Without that they crumnble. as in
the cuse ol two of Albania’s 10
funds that fuled to pay out over
the Just week. sparking demonstra-
tions that quickly turned against
the sovernment. Prolesters in sev-

eral citles battied police and lobbed
slones at government buildings.
Opposition leaders have uccused
some companies of having {i-
nanced the Democrats’ campaign

for last May’s elections, in which
they won 122 of the |40 sears *
Pariiament.

Berisha denied allegations of
government involvement.

It is wrong to seek wealth
- at the expense of others

Dear Editor:

Wark is important to life. In facr,
the Bible states: "I any would not
waork, neither should he =zac” (1)
‘Thessalonians 3:10) The renl danger
of the money pyramid “Friends
Helping Friends™ or “People Helping
People™ is the danger of receiving
something which we have no right (o
claim. It is wrong o lake money
from [riends and neighbors just (or
the sake of profit, for “Love does no
wrong 10 a neighbor” (Ramans {3 |
0} Gambling, in all iis forms, teurs
apawrt the work ethic. Il focuses an
gelling, not an doing. God wants us
tg wark poad with cur hands and our
lives in order to provide for our
needs. The Lutheran Churchi. just
this past summer, made 2 clear stand
against the perils of sezking wealth
3t ibe expense of others, specifically.
againsl  gambling  and  money
schemes. (CGambling: A repart of the
Commission  on  Theology and
Church relations of the Lutheran
Church Missouri Sypad}.

While “Friends Helpme Friends”
saunds appealing, (Yes. | adhnit i
does help the person al the lop of the
game board o recsive money.) sin-
ple math makes it clear this is not
very helpful for very many. Only one
person receives anything, while eiglt
must pay. Those are the rules of the
gasie. and it cannot be changed, ne
natter how allen one plays. {1 still
lakes e1ght peaple 1o pay off the one.
and this js wrong. There are na sar-
vices or poads pravided.

Christian charity is just that. 1t s
chartry. Gift giving with no sirings
altached. It is friends helping others
because of their need and our desire
0 help them mect their necd. Chrigt-
1an charity is based on God's great
love for us. MWe do not attemipr 1o
repay God, but we (ry 1o intate His
generosity. Mot because af our desire
to gain money for ourselves. but be-
cuuse we want 1o share the gzoadness
of God with friends and neighbaors
around us, This letter sunply is a re-
minder to the peapic of our commu-
nity lo think and lu acl with motives
thal are pure. Good people do goad
work Lo treal each alher with good.

Sincerely
Rev. Rabert W, Grimm
St. Johin Lutheran Church

Rev. Lawrence ), McDermolt
Trinity Lutheran Chureh



__EDITORIAL

The Anderson County Review o Monday, December 2, 1996

The Review’s Opinion

-{Py"r'amid participants drawn

"The easy-cash pyramid scam
that swept through Andeérson
County the last two weeks has
provided a rare opportunity to
witness greed in ils most pure
and coercivé form, and to seé
how it can convince and con-
stune basically good people with'
little more than a whisper.

" Ahuge profitis a tough temp-
tation ta be denied, but one thal
nbnetheless' should have been.
Come o a secrel meeling, hand
ober $2,000, and once you and
others have convinced 24 other
people to come in behind you,
you walk out with $16,000. First
names only, please. And bring
cash, if you don’t mind.: |

;County residents who were
immersed in the scam swore up
arid down that it was legal. How
did they know? Because [riends
who got thém involved told
thein it was legal. il ;
[In the wotds of the/current,

'
i

MTV vernacular: duh?

Of course those who ap-
proached new people said it was
legal., The people who were al-
ready involved had already [ost

their $2,000- they’d given it away

to someone further up the pyra-
mid -and their obsessive aim was
tosell the concept Lo someone else
in order to ensure their own even-
tual trip to the pyramid’s payoff
pinnacle.

Thal salesmanship was em-
ployed against family members,
close friends, business associales
and co-workers. Once they'd
taken part in the scherne, new re-
cruils were obliged to hook more
of their [riends into the deal, or
risk nol only losing their eventual
pay off but their initial $2,000
stake as well. S d

This is perhaps lhe most dis-
lurbing aspect of this dirty little
game— the fact that peaple were
perjuting their closesl IE!:E].[iUH‘

ships in pursuit of money. 1t was
financial vampirism- once bitlen,
they had to bile others Lo survive,
and those had to bile still olhers,
ete. * And they sucked their
friends’ blood!$2,000 at a time.

' But lhe rewdrd was Lhe even-
tual pay off. llhagi:jé walking out
of a meeting with $16,000 in 100
bills. Those who altended spoke
ol the nervous excitement thatl
permeated (he'crosbds, and the
glee and applause once a “CEO,”
atthe lop of the yramid, “gradu-
ated.” Under the greed-induced
euphoric hazeji'graduales" were

plinded to the {itter impossibility”

of what had jusl happened.

Any thinking person knows no
onejust gives you $16,000 with no
strings altdached. It was loo good
to be true. The money was dirty,
the organization illegal, and
somewhere, somebody got look.
. The selling point of the scherme
was lhat as long as fresh blood

Sk
could be altracted to p'limp in the
$2,000 injections, the scam coukd
30 on indelinitely from town lo
lown, state lo stale. Bul nothing
lives forever. The minule inves-
lors ceased Lo be enliced, the pyra-
mid would fall on the heads of its
mosl recent participants. Their

$2,000 would be safely tucked:

away in the pocket ol some
“graduate” somewhere, gone [or-
ever. Those who got in and got
paid early walked away with
large sums of money, which be-
longed 1o someone else.

Those who played he game
ranged from well-placed mem-
bers of the communily who could
easily allord to lose $2,000, to olh-
ers who reporledly borrowed
money to gel involved. Though
different, they shared a commori
ailment. They were encapsulated
by greed. : ‘

Greed is blinding. Greed is
hatelul. Greed prostilules friend-

ship and family lies.

in by gre«:@’s@ru;: form

&

Greed
forces dilemimnas.

Friends now have lo decide if
their friend.-;hips were strong

’ enough to survive losing a large

amount of money. They also
have to decide whether or not to

‘cnoperaie wilh the current law

enforcement investigalion.
Newspapers also have to de-
cide whether publicizing such a
scheme is worlh losing the busi-
ness of clients involved in il
Thal's a decision we jnade last
week with the announcement of
a slale invesligalion. If your
newspaper is alraid to publish a
real sltory, for whatever reasor,
you're reading the wrong paper.
Anderson Counly will sur-
vive lthe pyramid scheme, but
nol withoul some hard lessons
being learned. The answer to the
question “was it really worth
it?” seems abundantly clear.
=Garold Dane Hicks, Publisher
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EXHIBIT D
OFFICE OF THE DISTRICT ATTORNEY
Eighteenth Judicial District
Sedgwick County Courtheuse
535 N. Main
Wichita, Kangag 67203

NOLA FOULSTON Consumar Fraud &
Blstrict Attornay . Economic Crime Division

{818} 383-7821

1 February 19, 1997

!

* VIA PAX #913-296-8872 *
. David R. Brant
Kansas Securities Commissioner
618 8. Kansas Ave
Topeka, K8 66603-3804

RE: HB 2230 - Prohibiting pyramid promotional schemes

Dear Commissioner Brant:

It is our understanding that the House Sub-Committee on Business,
Commerce and Labor will be holding a hearing on Thursday, con-
cerning HE 2230. While I will be unable to appear at the hearing
in support of the bill, please feel free to inform the committee
of our support fer this legislation.

As you know, the statutes need to be clear that such schemes are
contrary to the laws of our state and that, when appropriate, those
promoting such activities should be subject to prosecution, The
District Attorney appreciates and supports your efforts to secure
passage of HB 2230,

tryly yours,

e
hief Attorney

3-/0



PYRAMID SCHEME

I. Pyramid scheme in Leroy

A.

B

How

Who

1. Kinds of people involved
2. Business people

3. Schools

Consequences

1. Negative impact on community

Bill L. Freeman
Owner, First National Bank of LeRoy
Mayor, City of LeRoy



