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Section 1. FINDINGS. The gereral assembiy finds and
deciares all of the following:

1. Some members of the general pubi:c, commonly referred
to as liventnrs, are engaged in the pursuit of creating
original concepts whicn may be rendered into an artistic,
eaucational, or technological exvression, 1ncludiag works,
compositions, designs, machines, manufactuering or engineering
technigues, analyses, Ol processes.

2. Tnese achievements or 1mprovements often benefit the
putblic weifare anc are fosterzd by cooyright, pateont, snd
trademark laws whicn protect the property rights ot iaventors,

3. Inventors committing time and capital 1n wnis process
are convinced of the commercial potential of thelr gnvent,cns,
out often do not have the resocrces or expertige necessary to
develop, manufacture, or market the inventions.

4. Tnveatcrs do nct generally earn a liveiincod from
developing, manufacturing, promoting, or marketing invanticns;
manufacturing or marseting products; marketing designs
pubtishing or exhiciting works Or COmpPOsSitions: Or owning,
operating, or contrnllirg commercial enterprises.

5. There 15 & significant number of other persons,
somei:mes referred to as invention developers, who prollt from
the eagerness of inventors ta expend substantial sums {or
services represented as important Lo expleoit the commerscial
value of 1nventions,

are generally of jered

]

6. Invention deveiopers' rmervice
for sums ranqging from five hundred to eight thousand dollars
and e:lher a percentsge of the income that may be derived from
the sale or marketing ¢i an invention or a partia: cwnership
Ncerest 1n tne iavention.

7. Inventors generaily play a passive raie .n ine
ceveilupment, promotion, publisnh)ng, exaibiticon, roanuiacture,

marketing, v sale of their ynventions after execuring a2

T

CONtract witn an invencion deve_.oper, and usuaily do lite

rOvie than recelve per:odlc Jeports 1ssued by the nwvent  on

i1
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develcper.,

8. Ap erxtremely small number of inventors reaiize profuirs
e e

{rom inventions, r« services purchased from
invention developers.

9. Invertion development services are fraquantly connecredg
to sales practices and busiress mwethods which are fraudulent
or deceitful, and may impose “inancial hardship upon persons
residing in this state,

10. Existing lecal provisions Drotecting inventors sre
inadeguate to prevent these abuses.

11.  The invention development services field has a
significant impact upcn the economy and well-veing ¢f this
State and its local communities, and the proviszions of this
AcCt reguelating the zctiv:ities of investment developers are
necessary for the puniic welfare.

Sec. 2. NEW SUCTION. 5$23G.i SHORT TITLE.

T

his chapter shall ne kncwn and may be cited as the

“Invention Develogpmen: Services Act”™.

»ec. 3. NCW SECTION. 523G.2 PURPOSE OF THE CHAPTER.
The general assembly declares that the purpose cf thig
chapter is to safeguard the public against fraud, deceit,

imposition, and financial nardship, and to foster and
€ncourage compet:ition, fair dealing, and prosperity in the
field of invention development services by pronibiting or
restricting deceptive practices, misleading advertising,
onerous contract terms, harmful fipancial prectices, and other
unfai:, dishonest, deceptive, destructive, unscrupulous,
fraudulent, or discriminatory practices which threaren tne
public welfare.

sec. 4. NEW SECT£9§. 523G.3 DEFINITIONS.

As used in this chapter, unless the contex- otherwise
requires:

1. "Buziness record” means a record maintainad bv an
invention developer relating te iavention development

u

services, including but not limited to contractes, files,
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i accounts, books, papers, pnotographs, and augio or visual

? rtapes.

3 7. "Commissioner" means the commissioner of insurance ocr a
4 perscon desigrated by the commissioner to act on the

5 commissioner's behalf.

) 3. "Contract"” means an agreement between an inventicn

!} developer ané a custemer under which the 1nvention deveioper

8 promises to perform :invention development services for tne

9 custoner.

0 4. "Cusrtemer” means a person who :s solic:ited by, 1nquires
il Aabout, seeks the services of, or enters into a contract with

12 an 1nvention developar.

i3 5. "Deceptive practice” means communicating a false or

14 traudalent statement, providing false pretense, making a false
15 promise or misleading statement, misrepresenting a rach,
l6 wmitting o« materzal fact, or failing to make alli disclosures

17 required by thnis chaprer. -
18 6. “Fee” means a payment made Dy a customer to an

19 anvention develcper, including reimbursements fcr expencditures
20 made or costs incurred by the invention deveioper., However,
21 "tee” does rot lnclude & payment made from a port.on ol the
22 1ncome recelved by the custometr which resulted {vom i1nvention
23 development services performed by the invention developer.,
24 7. M"Invention" means an orig:nagl concept whicn may oe
25 roendered into an artistic, educational, or technological

26 expression, including works, compositions, designs, machines,
2/ manufacturing or engineering technigues, analyses, or
28 processes.
Z3 B, “Invention developer"” means a person who perfores

30 1nvention develocpment services in tnls state or oiffers,

31 thrcugh any means <f comrunication, to periorm invent:on

32 gevelopmen: services an this state. However, an 1avention

11 developet does noit include the foliowing:

54 d. A pecson llcensed Dy & state or the United States Lo
9 render legal advice, 15 tne person acis within the sceoe of
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rhe jicensce. However, if the person 18 a corporation, all of
1ts5 stockholders ot members musc he licensed. If the person
i ’

Y ohe ilgensed,

y

is a partrership

e}

S
b. A departient or agency of a ftederali Or staie
qovernmenc.

c. A political subdivision,.

d. A nonprofit organization reglstered pursuant to statc
law.

e. A charitable, scieniific, educational, or religious
Digani1zaiion reglsrered pursuant to state law.

f. A person who does not charge a fee for :invenrtion
development services,

g. A persoun who provides researching, markeling,
surveying, or cther kinds of consulting services ©o
professional manufacturers, marieters, publishers, or others
purchasing such services &s an adjunct to thelr traditional
commerclal enterprises.

3. "invention development services” or “services" mean:
acts required, promised to be werformed, or actually perfcormed
by an 1nvention develcper for a customer pursuant ro a
contract which involves facilitating the development,
nromot,.on, licensing, publishing, exhibiting, or marketing of
an 1nvention,

Sec. 5. NEW SECTIONW, 52

} INITIAL DiSCLOSURZS.

3G.

L. If an invention deveioper contempiates ente:ring into a2
contract or 1f the Invention developer contemp.iates
performance c¢f a pnase covered i1n a contract, the invention
developer shall nctify tine custcme:r by a written statement.
The 1nvention developer shall deliver to the customer tne
written notice tcgether with a copy of each contract or a
writtern summary cf the general! terms of each contract.
including the total cost o:r consideration reguired £rom the
customer, before the customer {irst executes the contract.

2. The inventijon developer shall maxe a written disclosure

to tne customer of the information required in this section.

s
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Tne disclosure cshall te made ia either the first written
communication from the invencion developer to a specific

orer 0r at the firs: meeting hetween the :inventior

Iz

u
developer and a customer., The written disclesure snali
contaln «ll of the following:

a. 'Tne median fee based on fees charged to all cusiomers
wno have executed contracts with the inventlon developer in
the preceding s1x months, excluding custcmers wno have
execated a contiact in the preceding thirty days.

h. A single statement setting forth borh of the fallowing:

1) The total number of customers who have exocuted
contracts with the invention developer, excep: tha* the number
need not reflect those customers who have executed cuntracts
with:n the preceding thircy days.

(2} The number of custemers who have rece:ved Ifron ine
ynvention deveioper '3 services an amount of morey :n excess of
the amount of meney paid by those customers tc the invention .
deve_oper pursadant teo g cortract. The amount recelvea Dy a
customer reporiled on rhe statement shaxl only 1nciude income
carned from the sucaessfur develcopment, promoticn, iticensing,
pubrlishing, exnhibiting, or marseting of the customer's
lnvention pursuant ro the contract executed betweern the
invention deveicper and the customer.

€. A notice appearing in substanrialiy the Icllow ng toarm:

WARN ING

Tne foliowing d:isclosure 1s required by section 227G.4 of
the Iaowa Code:

The person ycu are deal.ng with 15 an invention developer
regulated under chapter 5235 of the [cwa Code. Unless an
rnveintion develosper 15 an aticrney 1ilc¢ensed to pracLice in
rhis state, the invepntion deve:oper 15 prohibited fromn
providing you legal advice concerning patent, copyright, ot
trademark law or o advise you o whether your creation, 1dea,

Or 1aventlion may be patentabie or mav de prorected under the .

patent, copyright, or trademarx laws of tpe Grited S:tases or

0
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sy cther law., A registered patent ac2ni may give advice as

ittty and procection aviiiable unaer Lhe patent
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by the .nventicn developer. Your pitentian
5 may be adversely o
commercialize your ldea or inventicn dbeinte a patent
applicartion covering it 1s Z1lod. Nonconfidential discinsures
of your creation, idea, or lnventich may also trigger & One-
year Statutory deadiine for {iling a parent applicat:on 12 the
snited Stares, after which you wouid pe banred trom receiving

any patent protecticn in tne United States, and wuu.d proven:

'

you, LG ObTailning valié pawvent rightsS 1N COUNLi 1AL WNRChHE 1AW
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prov:ides that patent appilcaticns
is a nublile disclosure.

Vour faiiure to ldentify ard investlgate existing patents,
trademarxs, or regisiered copyrignis may place you in jeopardy
of i1nfringing the copyrighct, peteat, or traderark rights of
other persans if you proceed to mare, use, oI s¢ll your
creation, idea, Gr o oinvention.

If you assign even a partial Interesi in the .(nvent.ion

the avention devzlioper, the inventicn developer may have the

r

GoLnterest In the Lnvention, oOr

(O]

LLgnt to assign or licenss 1

ion, ides, r o invention wlthout

ri

make, use, and sell the craa

T

o
youtr consent and may nor nave Lo sbhare the profits with you.

d. A copy of a curreat registration certificate issued
pursuant to section 523
Sec. 6. NEW SECTION. 523G.5 CONTRACTS,

rth information requitea 10 tnis

]

L |

.. A c¢ontract shall set £

D

secrion in at least ten poiat type.

2. The contract snaii describe fully and in deta:tl the
services that the lnventicn developer contracts to porform rfar
the customer.

3. The contract shall state the foliow:ing 1nfcrmation:

4. 1 the invention developer contracts ©o ¢cgnscruct <ne
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Or more proetotypes, models, or devices embodying the invention

ol the customer, the total rumger of prototvpes o be
constructed and whether the 1nventi1on developer countidacts o
cell ot distribute such prototypes, models, or devices.

L. 15 an ora, Ot wWwritten estimate of customer edrnlngy 13
made, che estimate and the data upon wniicn it 1s basced.

¢. A singlie statemenr getting farth both of -he following:

{1} The total number ¢f customers who Rave executed
contracts with the invention developer, excepr that tne number
need not reflect tnose customers who have Contracted within
ch preceding thirty days.

{2y The number of custcmers whd have received from the
invention developer's services an anodnt of Money 10 exoess O
the amount of mency pard by those customers Lo tre lnvent lon

deveicper pursuant to a ¢ontracs., The amount received oy o

1

tor services performed by the invention developer 1nvolving
the development, prorotion, licensing, pupblishing, sxniniting,

Or Marketing of the customer’s javention putsuant ©o thelo
cortract.

d.  The expected dare of completion of the invent.icn
drvelopmentr services,

. The extenr to which the terms of the conrract
aftiectuate or maxce possible the pirchase by tne inventinn
developer of an interest 1n the title to an invention.

f. A sratremenz explainirg that tre 1nvent:icn develzper 5

required teo mairtaln aill recards and correspondence relatin

W)

ro the apventicn development services performed for that

afrer

[Fad

cantomer for o periond not less tnan tarec yoar
vApIration of the contract.

3. B Statement explaining that tne records and

Maintained DuUrsLant Tty 520rTi0n

i

coerresnandence reguired o b

D23G.8 sha. 1 be made ovaillable vo fhe custeme: or

feoresentative for review and ¢opying gt che =xpense o Lhe

cultomer o the premises of (ne avention gevelaps: alr ng

~

-

customer treported <on rhe statement shall only incluce pavinents
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normal bus:ness hours upcn seven days' wrltten notice {rom the

date of deiivery sent vy certifled mail.
h. The name Of the persin coniracuiing te perform tian
e

lnvenrticn devaiopment Sservices, <.. names under which the

perscn 15 doing or ras done tusiness as an 1avention

during ths previous ten years, (a2 raues ol &li parent and

subsidiary entities tc the perssn, and the names ci all

e
entiti1es chat have & contractual cbligation to perform
€

Invenrtion deveicpmenr services fcr che person.

i. The principal business addiess of the inventian

n 0

developer andg the name aacd address of itz agenm in this stare
authorized o receive service of process in this state,

4. a. The customar has an unconditional right Lo cancel A
contract {cr inventicon developmant services a4t any rime beire
the third business day following the date the customes
receives an executed copy of the contract.

k. Tae customer must notify the invention developer of &
canceliation by written notice deiivered personally or by
cectified mail. A nct:ice deliverec personaliy must he
delivered to the invention developer's place of bisiness by
the end of the tiird business day following the date that the
contract was executed, and the cancelliation shall take etfect
upcn delivery. Upon deiivery of the personal notice, the
invention developer shall return a receipt to the customer
acknow!edging receipt of tne cancellacion. A notice delivered
by cercified maii must be mailed by m:dright of the third day
following rthe date that the contract was execu:ied, and tne
cancellation shali become effective upon the cate :he receipt

ed. A notice of cancelliatlcn may take any f2rm whicn
tndicates tnrat the customer no longer intends =92 be bound by
the contracr.

Cc. Within ten business days zicer receipt of the notice of
canceliaticn, the inventicn develcper snaini deliver to tne
Customer, perscnrally or by certified mati, all moneys pa:d,

any note ¢r other evidence of indebredness, and a.: materiae.c

-&-



16 the fowa Code and is expressly made a part of this

17 time for notificaetion 13 ser forth In thnls contrac

20 wirpin ten ousiness Jdays after receipt of the canc
22 you or by anotner party on your behalf.,

25 Siless the fnventron developer (5 an attorney.,

26 creation, :dea, or invention may be patentable, o

31 A patent, copyright, 0r trademard protection wo

r
32 acqgu:red for you by the invanz:i:on developer or by
t

14 affected by any attempt te commercialize ycour idea

35 tnvent:on before a petent application covering it

=

previded by the customer. The invention develoner may

2 condition payment upon a receipt by the customer ackrowledging
J personal delivery.

4 S. The following shall be included in the conirac::

5 a. A disclosure statement i1n supnstantially the follcecwing

6 torm shall appear in bolidface type and be located

7 conspilouously on a c¢over sheet that centains no other wilting:
8 NOTICE

Q The foliowing disclosure is required by section 527G.5 cf

CONULUTACT

12 at any time within three (3) business days from the date

t

18 i1mmedgiateiy above thes place for your signature. The

tne

pr

1

tar

(]

25 certifaed mav: or personally deliver to this nveation

av

2 onotice, &ll money pa:d and ali raterials provided e:ther

<% concerning patent, copyright, or trademark law, whether

e

nor

33 contract., V¥our potential patent rigilts may be adversely

il Yoiu have the right to cancel this contract £or any reason

you

3 4and the invention developer sign the contract and yo. receive

d a2 fully executed cupy. To exercise this option you may use

16 developer written notice of your cancelilatinn. The meihcd andg

ention

19 develope:r must return oy certified mall Or peracnal celivery,

T

ty

24 1nvention dsveloper is prohibited from giving you recal advice

your

d

ct

T

27 under the patent, copyrignt, or trademark laws of rhe Sniied

28 States or any other law. A reglistered patent agent may Gilve

29 advice 35 to patentability and pretection avai.able unier tne
10 paterc laws.,

ne
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Nornconf{identital disclosures of your 1dea or 1nvention may also
trigger certain staturtory Jdeacdlines Icr filing a peatent

pplicatieon in the United States 2nd would prevent you from
ovtatning vaiid patent righis in COUnNtr1RS Whome Ldw Proviass
that patent applicaticns must be filed before thecre 15 a
public disclosure. Your failure to identify and 1nvestigato
existing patents, trademarks, cr registered copyrightse may
place you in jeopacdy of infringing the copyright, patent, or
trademark rights of cther gersons if you proceed to maxe, use,
cr =eil your idea or invencion.

0. A disclesurs statement 1a substantially the Zollowing

form shall appear in ten poinc boidface type imamcdiarely obovs

the place where the customer is %o sign:

reason. fOu Jmust de.ivar writoen

You have three (5 husiness days durling which you may
cancel this contract fer any

-
~ -

notice Of tne cancellation by cert:;fied mail or personally
the inventicn deveioper. This opportunity to cancel the
contract will expire on the iast dete that you are allowedl -0
mail or deliver ncrice. [£ you cnoos? e use certified mat.
to deliver your notice, 1t mus: 22 placed 1n the Unirted Sta-es
mairl addressed 1o (inserz name of invertion develcper), at
{insert address of (nvention develuper's place of business)
with first class postege prepaid before midnicht of {inser:
proper date). I ycu choose to personally deliver your nortice
to the 1nvention developer, it must pe delivered by tne end of
the normal bas1ness day on {(insert proper dace). You are
advised to obtain a writter statement from the 1nvention
developer acknowledging receipt.

Sec. 7. NEW SECTICN. 523G.6 EVIDENCE OF FINANCIAL
RESPONSISILITY.

i. An invention developer shall maintain as security
evidence of financial responsibiiity as approved by the

commigsioner. The security shall be either a bond or cash

- G-
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dnpiosit tnoan amount which is equal to the greater of elther .
ton percent of the invention developer's gross iacome from the
invention development business in this state during rhe
invention developer's preceding fiscal year, or twenty-tive
thousand doilars. The commissioner shall approve the security
beiare the invention developer renders or offers to render
invention development services in this state. The 1nvention
developer shall have ninety days beginning on the firsr day of
Ene invention developer's new fiscal year to change the
security as necessary to conform to the requirements of rhis
subsection,

Z. A surety whd issues a oond must be approved by the
commissioner. A copy of the bond shail be filed In a Tanaer
and according to procedures approved oy the commissiorer. A
cash deposit shall ke f1ied with the treasurer of cState 1n 4
manne: and according to procedures approved by ifhe freasucer
of state 1n consultation with the commissioner. The treasurer .
of state shall not refund a deposit until sixty days following
either tre date that the invention developer has ceased d>1ng
BiSIness 1n the state or 2 poné has been filed with the
commissioner in compliiance with this section.

3. The security shall be in favor of the stat= for tne
harafir of any person entering 1nto 4 contract witn ana
dariged by an 1nvertion developer, if the damages are caused
by wne ¢t tne following:

a. A fallure by tae invention developer to pertorm the
terms of the contracr.

b. f4She insnlivercy of the invention developer cr the
cessation ¢f the invenrion developer's business.

¢. The 1ntennidnar violaticn of a provision of tnis
chapter oy tne :nvention developer,

A person claiming against the securlty may mai1nta:n an
act.ion at law againrst the inventisn deveioper. An actlion
2AGainst 2 bond may :30 incluce the surety. The aggrecace .

stability ¢f the surety to alili nersons for all breacheszs of
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condirtions of the bond snail not exceed the amount of the

bona.
Sec. 8. NEW SECTION. 5230.7 NEGCTIABLE INSTRUMENTS.

A 1nvention developer sn ake a nagotieble

1)
r
'
b |
'
ct
[ e B Y

instriment from & customer &s parn Of a contract, unless the
negotlable tnstrument 1S a check constituting ev.dence of the
customer's obligation. A persci In possession of & negotiable
instrument 15 not a holder 1n due course as defined in section
554,3302, if the person takes & negotiable instrument from a
customer in vionliation of this section,

Sec. §. NEW SECTION, 523G.8 RECORDS AND CORRISPONDENUCL.

An invention deveioper shail maintain all records and
correspondénce reiating to peiformnence of each iovention
development ccniract for not less than three years after
expiration of tre ccntract.

Sec. 10. NLW SECTION. 523
VIOLATIONS AND PONALTILS.

1. The provisions of thils chapter are no: excl
c

COMPLIANCET WITH OTHER LAWS,

<
Vel

Sive and GO

u
om compliance with obtnot

“r
(1]
Y

not relieva persons or a contr
appltcable law.

2. A contract which falls to comply with tne applicable
provisions of this chapter s uneniorceabie against the
customer as contrary to public policy, unless the :pvention
develcner provas a1l of the £nllowing:

J. The nonconmpliance resulted from an error.

b. The invention developer follcwed reasonable procedurcs
adopted to avoid such errors.

¢. The invention developer promptly made an appropriarce
correction upon discovery of the noncompliance.

3. A contract executed by an invention developer 15
unentorceadle against the customer, if the 1nvention develiper
used deceptlive practices, witn an intent to cause re.lancs,
regardless of whether the customer was actually misied,
decelved, or damaged.

S

1. A prevision of a contract wnich waives & provision o
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1 this chapter ig contrary to public policy and 15 voird and .
2 unenfarceable,

3 S. A person may bring a civil action against an invenslon

4 developer that uses a deceptive practice. The perscn may be

5 awarded damages together with costs and disburzements,

5 1ncluding :easonable attorrey fees. The court In iis

7 discrerion may increase the award of damages to an amounl not
8 to exceed three times the damages or two thousand five hundred
3 dollars, whichever 18 greater.,
10 C. Paitiure o make an initi1al cisclosure required by
11 sectlon 523G.4 chall render any contract subseqguently entered
12 1nio between the customer and the i1nvention developer voidabie
13 by Lhe customer.
T4 /. A violation of this chapter cr a rule adopred by the
i comuissione:r pursuant to this chapter is a violation of
16 gect:ion 714,16, The remediss and penalties providec by
17 section 714,16, including but not limiged ©o provisions .
'8 relating Lo In3junctive relref and peralities, adply oo

15 viotations f this chapter,

20 Sec. 'l,  NEW SLCTION. 523G.10 REGISTRATION STATEMENT.
2l i. Ar 1nvention developer shail file a regisusation

22 starement with the comalssicner not later than May 1 oI eacn
23 year., The registration statement shall contain all of the
24 following 1nformasion:

25 4. The name and address of the irvention deve.cper.,

26 . The name and address of each owner, officer, or cther
27 official of the invenrion developer's business., However, if

28 the npvention developer s a corporation, the reg:Strasion

29 gtatement shall contaln the names and addresses nt the cnief

t
it evecutive Giticer and tne members of the ooard of directors.
31 C. A cescription of the invention deveicpment ssrv.ices
12 afieced.
i3 t. A wopy of eacn form of ccntract ased by the inventicon
31 cevellper.,

45 2. A COopy of the :nveniion developer's ncst recent




financ:al sratement, i1ncluding balance shects and related

statements oI 1acome of the inventicn developer, prepared (n
nt:

accordance with generaily acceprsd accou RG PrincipiLes,
audited by & certifieg pubite zccountant, and dared not more
thar twelve months pricr (o vhe date of the application.

{. The total number of cus:comers Wwno have conbracied with
the invention developer 1in tnis state during the i1anvention
developer's preceding fiscai vear.

G. The 1nvention deveioper's gross income from the

QL R N W

—

invention development bus:iness in this state during the

[
[

invention developer's preceding fiscal year.

. The number of customers who have received from the

[

[V S ]

invention developer’'s services an amount of money 1n excess of
the amourt of money pald by those customers to tnhe wtnvent:ion
developer opursuant to a contract. The amount received by a
customer repotted on the statement shall only 1nciude income
earned from the successfu. development, promotion, licensing,
publishing, exhibitinrg, or marxeting of the customer's
invention pursuant to the contract executed between the
invention developer and the custonmer.

2. The invention developar shail submi: an annuai fec ¢
the commissioner in the amount of two hundred fifty dollars.

h es shail be deposited inno the gereral fund cof the
tate.

3. The inventionr deve:oper snall submit a copy of the
surety bond or proof of cash denos:it as required by section
523G.7.

4. The commissioner
compliance td invention
registration requirements

Sec. 12. NZW SECTION. 1l POWERS AND DUTIES OF THE
COMMISSIONER.

The commissiorer shall acminister and enfcrce Ine
provisions of this chapter and may do all of the tollowing:

L. Acdopt rules recessary to administer tnis chapter in
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accordance with chapter 17A.

7. Investigate the business and business records of
tnvent1on deveicpers and conduct necessary investigative
procedures.

3. Administer oaths and affirmations, subpcena wiinesses,
recewve evidence, and require the production <f Dus:iness
records relating to an investigacion or proceedings.

4. Appiy to the district court for issuance ¢t an order
reguiring & perseon’s appearance pefore the commissioner, 1€
the person has refused ro obey & subpoena issued by tre
comniss:oner. The person may also oe required to praoduce
documentary evidence germane to the subject of the
investigation. Fallure to obey a court order under Lhis
sunsection constirtutes contenpt of court.

rder directed at an inventicn developer to
cease and destst from engeging in an act whicn 1s In vialatiin
ci thlg chapter or a@ rule adopted by the commissioner. Tne
order shalit be based on an investigation which provides
reasonable evidence ¢f a violation.

Sece. 13, CONDITION TO ENACTMENT OF CERTAIN PROVISIONS.

Sections 923G6.6, 913G6.10, and »2335.21 of uh:s Act,

i
N

D
b
T
LY
-

regarding duties and autnority of the insurance conm:.se
shall unly be inplemcnted »f and wher the general assembly
makes an appropriacicn oI ar ieast ten thcusand drilars and
provides tor the retention of one part-time clerk for a cotal
wf ac least one-half full-time equivalent pnsiticn devoted to
the insurance division of the department of commerce fur the
implementation of the sections.
ZXPLANATION

Tnis bi1ll creates a4 new chapter, knuwn as tne "Invention
vevelopment Services Act”. Tre biil regulates invention
cdeveloners engaged in the business of developing origilnal
cencents which mav e rendered ints an artistic, educariona.,
or o tecnnological expressicon, inciuding wWsIKs, COmMpasit.on:,

deslgns, machines, manufactioring or engineeringe tueonn:igues,
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analyses, or processes, referred to as "inventions”, The biil
excludes frem the definitiona of an "invention cevelons: " o
person licensed Lo render iegal advice, g@overamontal entities,
nonprofit and phnilarthrooic orcenizations, educat.onal

institutions, 4 person ¢fiering gratlitous SaIvicesd, and A

person engaged :n services on oehaif of commercial

edtarp?20g.

The bill reguires that invention developers disclose
1information regarding the develcper's business and
profizability of its customers. The bill reguires inat
contracts between the parties te 1n writing and provides that
essential terms be included within zhe contract. The bilil
provides that & customer nas a right Lo cancel & conuract
within three days {oilowing its executlon.

s

The bill reqguires that a develsper subdbmit a suarcty bond o!

cash deposit. It limits payments ny negotiaple instruments.
The bill establishes recordkeepine requirements, [t makes
noncecnforming contracts unenforceab.e, prohidlits wa:ivers of
statutory protections, authorizes civil actions, and makes
vioiatlions of the chapter a violation of chapter 714, the
"Iowa Consumer Fraud Act".

The biil requires an annual {i1ling of 2 registraiian
statoement with the 1nsurance divis.on. Lt provides authority
Lo the conmissioner of insurance to administer and caforce one
chapter's provisicns. The commissloner may adoph ru.es Lo
carty out the provisions of tne chapter. The commissioner may
also corduct investigatiorns, 1ssue subpoenas, examine records,
and 1ssue orders,

The bill provides that provisions authorizing the
commissioner tc¢ administer and enforce the provisicns of oae
chapter are conditioned upon an appropriacion of moneys to the

insurance division.
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TLLED A

BOUSE AMENDMENT TG
SENATE FILE 2189

5-5536G

Arend Senate File 2189, ae passed by the Senate, as
follows:

i. Page 5, line 26, by striking thne figure
"527G.4" and inserting the following: "523G.4".

2. Page 9, line 9, by striking tne fiqure
"527G.5%" and insercing the following: "523G.5
3. Page 14, iine 27, Dy striking the figure

n¢ inserting tne fellowing: “523G.6"
o Tetle gagey 1L0€ L, DY NCOrTiNg After Lhe

' the following: "providing fo
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S-5536 FILED APRIL 2, 1992
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SENATE PILE 2189
F1SCAL NOTE

A fiscal aare for Senate File 2189 ;. Rereby subimitled pursuant o Joipt Ruje
. DAty gued n vevelozing this fiscai note is aval.abie “rom the Legis.ative
cozeal Bureas Lo memeers of phe rezislature upon reguesi.

Serate File 2189 creates o now Chapter of "invention

B Coar o lowa ant:tlec
. . " . - "
develonment  Sorvices Act T repulale

. Laventivn develonors and recuires rhe
Prnurdtee Commeseioner o admiagstar Ard entorce neovi,icns ot the Chapter,
The  Insgrance  Commisi.corer a4 4040 2.0 AuULNor:ly Lo adopl rulii, conduce

LNvestl 2yl 10Ny, 1S2ue ﬁubpucﬂds, SXAIMINY recares, aned Lwsae srders,
Fodlay ‘mpaectt

PRI bl vl i vease Cerorn Suns cerenditure, Oy % 0,000 :n FY 1993 apng =
. L4

PH%e s o adatiicnal UL% Y0 cwer o he STEefanie Bieostan af the Department or
Uatitie re e, BeCauns L Lt oar fow ARy 1nvent jun HhveL e Wil o file Wit
The State, no vrlamAare rorenme for 4unual f;;tﬁg HEEE SN pwsnlgle. However,
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SIRTIIT SN revenue . dhlicrpaled,
SCUree Department ot Commorce - Thsurarce Hiuvis:ion (iS6 5:99.4, vas)
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Section 1. FINDINGS. The general assembly finds and
declares all of the following:

1. Some members of the general public, commonly referred
to as inventors, are engaged in the pursuit of creating
original concepts which mey be rendered into an artistic,
educational, or technological expression, including works,
compositions, designs, machines, manufacturing or engineering
techniques, analyses, or processes.

2. These achievements or improvements often benefit the
public welfare and are fostered by copyright, patent, and
trademark laws which protect the property richts of inventors.

3. Inventors committing time and capital in this process
are convinced of the commercial potential of their inventions,
but often do not have the resources or expertise necessary to
develcp, manufacture, Oor market the inventions.

4. Inventors do not generally earn a livelihood from
developing, manufacturing, promoting, or marketing inventions;
marufacturing or marketing products; marketing designs;
pcblishing or exhibiting works or compositiors; or owning,
opereting, or controlling commercial enterprises.

5. There 1s a significant number of other persons,
sonetimes referreé to as invention developers, who profit from
the eagerness of inventors to expend substantial sums for
services represented as important to exploit the commercial
value of inventions.

6. Invention developers' services are generally offered
for sums ranging from five hundred to eight thousand decllars
ané either a percentage of the income that may be derived from
the sale or marketing of an invention or a partial ownership
interest in the invention.

7. Inventors gererally play a passive role in the
development, promotion, publishing, exhibition, manufacture,
marketing, or sale of their inventions after executing a
contract with an irnvention developer, and usually do little

more than receive periodic reports issued by the iavention

-1~
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developer.
8. An extremely small number of inventors realize profits

from inventions, regardless of the services purchased from
invention developers.

9. Invention development services are freguently connected
to sales practices and business methods which are fraudulent
or deceitful, and may impose financial hardship upon persons
residing in this state.

10. Existing legal provisions protecting inventors are
inadeguate to prevent these abuses.

11. The invention development services field has a
significant impact upon the economy and well-being of this
state and its local communities, and the provisions of this
Act regulating the activities of investment developers are
necessary for the public welfare.

Sec. 2. NEW SECTION. 523G.1 SHORT TITLE,

This chapter shall be known and may be cited as the

"Invention Development Services Act".
Sec. 3. NEW SECTION. 523G.2 PURPOSE OF THE CHAPTER.
The general assembly declares that the purpose of this

chapter is to safeguard the public against fraud, deceit,
imposition, and financial hardship, and to foster and
encourage competition, fair dealing, and prosperity in the
field of invention development services by prohibiting or
restricting deceptive practices, misleading advertising,
cnerous contract terms, harmful financial practices, and other
unfair, dishonest, deceptive, destructive, unscrupulous,
fraudulent, or discriminatory practices which threaten the
public welfare.

Sec. 4., NEW SECTION. 523G.3 DEFINITIONS,

As used in this chapter, unless the context otherwise

reguires:

1. "Business record" means a record maintained by an
inventicn developer relating to invention development
services, :including but npot ilimited to contracts, files,

-2~



—
O w0y s W

3" )

)

— =
wm s W

16
17
18

o

MR
- O

Lt I N TR N R ST N
O\ L w N

W N NN
b+ O W 00 i

W w
w N

»

L
[Vl

accounts, books, papers, photographs, and audio or visual
tapes.

2. "Commissioner" means the commissioner of insurance or a
person designated by the commissioner to act on the
commnissioner's behalf.

3. "Contract" means an agreement between an invention
developer and a customer under which the invention developer
promises to perform invention development services for the
customer.

4. "Customer” means a person who is solicited by, inquires
about, seeks the services of, or enters into a contract with
an invention develcper.

S. "Deceptive practice" means communicating a false or
fraudulent statement, providing false pretense, making a false
promise or misleading statement, misrepresenting a fact,
omitting a material fact, or failing to make all disclosures
required by this chapter.

6. "Fee" means a payment made by a customer to an
irvention developer, ircluding reimbursements for expenditures
mace or costs incurred by the invention developer. However,
"fee" does no%t incluce a payment made from a portion of the
income received by the customer which resulted from inventicn
development services performed by the invention developer.

7. "Invention" means an original concept which may be
rendered into an artistic, educational, or technolegical
expression, inciuding works, compositions, designs, machines,
manufacturing or engineering techniques, analyses, or
processes,

8. "Invention developer" means a perscn who performs
invention development services in this state or offers,
through any means of communication, to pezform invention
cevelopment services in this state. However, an invention
develcper does rot include the follewing:

a. A person licensed by a state or the United States to

rencer legal advice, 1f the person acts within the scope of

-3-
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the license. However, if the person is a corporation, all of
its stockholders or members must be licensed. If the person
is a partnership, all of its partners must be licensed.

b. A department or agency of a federal or state
government.

¢c. A political subdivision.

d. A nonprofit organization registered pursuant to state
law.

e. A charitable, scientific, educational, or religious
organization registered pursuant to state law.

f. A person who does not charge a fee for invention
development services.

g. A person who provides researching, marketing,
surveying, or other kinds of consulting services to
professional manufacturers, marketers, publishers, or others
purchasing such services as ean adjunct to their traditional
commercial enterprises.

9. "Inveation development services" or "services" means
acts required, promised to be performed, or actually performed
by an invention developer for a customer pursuant to a
contract which inveolves facilitating the development,
promotion, licensing, publishing, exhibiting, or marketing of
an invention.

Sec. 5. NEIW SECTION. 523G.4 INITIAL DISCLOSURES.

1. TIf an invention developer contemplates entering 1nto a

contract or if the invention developer contemplates
perfcrmance of a phase covered in a contract, the invention
develover shall notify the customer by a written statement,
The invention develcoper shall deliver to the customer the
written notice together with a copy of each contract or a
written summary of the general terms of each contract,
including the total cost or consideration required f£rom the
customer, before the customer first executes the contract.

2. Tre inventicn developer shall make a written disclosure
tc the customer of the information required in this section.

-4 -
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The disclosure shall be made in either the first written
commurication from the invention developer to a specific
customer or at the first meeting between the invention
developer and a customer., The written disclosure shall
contain all of the following:

a. The median fee based on fees charged to all customers
who have executed contracts with the invention developer in
the preceding six months, excluding customers who have
executed a contract in the preceding thirty days.

b. A single statement setting forth both of the following:

{1) The total number of customers who have executed
contracts with the invention developer, except that the number
need not reflect those customers who have executed contracts
within the preceding thirty days.

(2) The number of customers who have received from the
invention developer's services an amount of money in excess of
the amount of money paid by those customers to the invention
developer pursuant to a contract. The amount received by a
customer reporteé on the statement shall only include income
earned fzom the successful development, promotion, licensing,
publishing, exhibiting, or marketing of the customer's
invention pursuant to the contract executed between the
invention developer and the customer.

C. A nctice appearing in substantially the following fcrm:

WARNING

The following cisclosure is required by section 527G.4 of
the Iowa Code:

The person you are dealing with is an invention developer
requlated under chapter 523G ¢f the Iowa Code. Unless an
invention developer 1s an attorney licensed to practice in
this state, the invention develcoper is prohibited from
providing you legal advice concerning patent, copyright, or
trademark law or to advise you of whe*her your creation, idea,
or invention may be patentable or may be protected under the

patent, copyright, or trademark laws of the United States or
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any other law. A registered patent agent may give advice as
to patentability and protection available under the patent
laws,

A patent, copyright, or trademark protection cannot be
acgquired for you by the invention developer. Your potential
patent rights may be adversely affected by any attempt to
commercialize your idea or invention before a patent
application covering it is filed. Nonconfidential disclosures
of your creation, idea, or invention may also trigger a one-
year statutory deacdline for filing a patent application in the
United States, after which you would be banned from receiving
any patent protection in the United States, and would prevent
you from obtaining valid patent rights in countries whose law
prcvides that patent applications must be filed before there
is a public disclesure.

Your failure to identify and investigate existing patents,
trademarks, or registered copyrights may place you in jeopardy
of infrincing the copyright, patent, or trademark rights of
other persons if you proceed to make, use, or sell your
creaticn, idea, or invention.

If you assign even a partial interest in the inveation to
the invention developer, the invention developer may have the
right to assign or license its interest in the invention, or
make, use, and sell the creation, idea, or invention without
your censent ané may not have to share the profits with you.

d. A copy of a current registration certificate issued
pursuant to section 523G.10.

Sec. 6. NEW SECTION. 523G.5 CONTRACTS.

1. A contract shall set forth information reguired in this

section in at least ten point type.

2. The contract shall describe fully and in detail the
services that the inventior developer contracts to perform for
the customer.

3. The contract shall state the fcllowing information:

a. If the invention develcper contracts to construct one

-6-
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or more prototypes, models, or devices embodying the invention
of the customer, the total number of prototypes to be
constructed and whether the invention developer contracts to
sell or distribute such prototypes, models, or devices.

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

C. A single statement setting forth both of the following:

(1) The total number of customers who have executed
contracts with the invention developer, except that the number
need not reflect those customers who have contracted within
the preceding thirty days.

{2) The number of customers who have received £fram the
irvention developer's services an amount of money in excess of
the amcunt of money paid by those customers to the invention
developer pursuant to a contract. The amount received by a
customer reported cn the statement shall only include payments
fcr services perfcrmed by the invention developer involving
the development, promotion, licensing, publishing, exhibiting,
or marketing of the customer's invention pursuant to their
contrace.

d. The expected date of completion of the invention
development services.,

e. The extent to which the terms of the contract
effectuate or make possible the purchase by the invention
developer of an interest in the title to an invention.

f. A statement explaining that the invention developer is
required to maintain all records and correspondence relating
to the invention development services performed for that
customer for a period not less than three years after
expiration of the contract.

g. A statement explaining that the records and
corresporndence required to be maintained pursueant to section
523G.8 shall be made available to the customer or
representative for review and copying &t the expense of the

customer cn the premises of the invention developer during

-7-




normal business bhours upon seven days' written notice from the
date of delivery sent by certified mail.

h. The name of the person contracting to perform the
invention development services, all names under which the
person is doing or has done business as an invention developer
during the previous ten years, the names of all parent and
subsidiary entities to the person, and the names of all
entities that have a contractual obligation to perform

® o D W N

$ 1nvention develcpment services for the person.
10 i. The principal business address of the invention
11 developer and the name and address of its agent in this state
12 authorized to receive service of process in this state.
13 4. a. The customer has an unconditional right to cancel a
14 centract for invention development services at any time before
15 the third business day fcllowing the date the customer
16 receives an executed copy of the contract.
17 b. The customer must notify the invention developer of a

Q 18 cancellation by written notice delivered personally or by

| 13 certified mail. A notice delivered personally must be
20 delivered to the invention developer's place of business by
21 the end of the third business day following the date that the
22 contract was executed, and the cancellation shall take effect
23 upon delivery. Upon delivery of the personal notice, the
24 ilnventilecn developer shall return a receipt to the customer
25 acknowledging receipt of the cancellation. A notice delivered
26 by certified mail must be mailed by midnight of the third day
27 folliowing the date that the contract was executed, and the
28 cancellation shall become effective upon the date the receipt
29 1s signed. A notice of cancellation may take any form which
30 indicates that the customer no longer intends to be bound by

31l the contract.
32 c¢. Within ten business days after receipt of the notice of

33 cancellation, the invention developer shall deliver to the
34 customer, perscnally or by certified mail, all moneys paid,
ﬁ" 35 anvy note or other evidence of incdebtedness, and all materials

_8_
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provided by the customer. The invention developer may
condition payment upon a receipt by the customer acknowledging
perscnal delivery.

5. The following shall be included in the contract:

a. A disclosure statement in substantially the following
form shall appear in boldface type and be located
conspicuously on a cover sheet tha: contains no other writing:

NOTICE

The following disclosure is required by section 527G.5 of
the Iowa Code and is expressly made a part of this contrace:

You have the right to cancel this contract for any reason
at any time within three (3) business days from the date you
and the invention developer sign the contract and you receive
a fully executed copy. To exercise this option you may use
certified mail or personally deliver to this invention
developer written notice of your cancellation. The method and
time for notification is set forth in this contract
immediately above the place for your signature. The invertion
developer must return by certified mail or personal delivery,
within ten business days after receipt of the cancellation
rotice, all money paid and all materials provided either by
you cr by another party on your behalf.

Unless the invention developer is an attorney, the
invention develcper is prchibited from giving you legal advice
concerning patent, copyright, or trademark law, whether your
creation, idea, or invention may be patentable, or protected
under the patent, copyright, or trademark laws of the United
States or any other law. A registered patent agent may give
advice as to patentability and protection available under the
patent laws.

A patent, copyright, or trademark protection will not be
acquized for you by the invertion developer or by this
contrac:. Your potential patent rights may be adversely
affected by any attempt to commercialiize your idea or
invention before a patent applicaticn covering it 1s filed,

_9_
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Nonconfidential disclosures of your idea or invention may also
trigger certain statutory deadlines for filing a patent
application in the United States and would prevent you from
obtaining valid patent rights in countries whose law provides
that patent applications must be filed before there is a
public disclosure., Your failure to identify and investigate
existing patents, trademarks, or registered copyrights may
place you in jeopardy of infringing the copyright, patent, cr
trademark rights of other persons if you proceed to make, use,
or sell your idea or invention.

b. A disclosure statement in substantially the following
form shall appear in ten point boldface type immediately above
the place where the customer is to sign:

ATTENTION!
(READ CAREFULLY)

You have three (3) business days during which you may
cancel this contract for any reason. You must deliver written
notice c¢f the canceilation by certified mail or personally to
the invention develope:z. This opportunity to cancel the
contract will expire on the last date that you are allowed to
mail or deliver notice. If you chocse to use certified mail
to deliver your notice, it must be placed in the United States
mail addressed to (insert name of invention developer), at
{insert address of invention developer's place of business)
with first class postage prepaid before midnight of (insert
prcper date). If ycu choose to personally deliver your notice
to the invention developer, it must be delivered by the end of
the normal business day on (insert proper date). You are
advised to obtain a written statement from the invention
developer acknowledging receipt.

Sec. 7. NEW SECTION. 523G.6 EVIDENCE OF FINANCIAL
RESPONSIBILITY.

1. An invention developer shall maintain as security
evidence of financial responsibility as approved by the

commissioner. The security shall be either a bond or cash

-10-
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deposit in an amount which is equal to the greater of either
ten percent of the invention developer's gross income from the
invention development business in this state during the
invention developer's preceding fiscal year, or twenty-five
thousand dollars. The commissioner shall approve the security
before the invention developer renders or offers to render

invention development services in this state.

The invention

developer shall have ninety days beginning on the first day of
the invention developer's new fiscal year to change the
security as necessary to conform to the requirements of this

subsection.

2. A surety who issues a bond must be approved by the
commissioner. A copy of the bond shall be filed in a manner
and according to procedures approved by the commissioner. A
cash cdeposit shall be filed with the treasurer of steate 1in a
manner and according to procedures approved by the treasurer

of state in consuitation with the commissioner.
cf state shall not refund a deposit until sixty days following

The treasurer

either the date that the invention developer has ceased doing
business ir the state or a bond has been filed with the

cormmissioner in compliance with this section.

3. The security shall be in favor of the state for the

benefit of any person entering into a contract with and
daraged by an invention developer, if the damages are caused

by one of the following:

a. A failure by the invention developer to perform the

terms of the contract.

b. The insolvency of the invention developer or the

cessation of the invention developer's business.
c. The intentional violation of a provision of this

chapter by the invention developer.

A person claiming against the security may maintaln an

action at law against the invention developer
against a bond may also include the surety.
iiapiiity of the surety to all persons for a:i

-11-
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conditions of the bond shall not exceed the amount of the
bond.
Sec. 8. NEW SECTION. 523G.7 NEGOTIABLE INSTRUMENTS.
An invention developer shall not take a negotiable

instrument from a customer as part of a contract, unless the
negotiable instrument is a check constituting evidence of the
customer's obligation. A person in possession of a negotiable
instrument is not a holder in due course as defined in section
554.3302, if the person takes a negotiable instrument from a
customer in violation of this section,

Sec. 8. NEW SECTION. 523G.8 RECORDS AND CORRESPONDENCE.

An invention developer shall maintain all records and

correspendence relating to performance of each invention
develcpment contract for not less than three years after
expiration of the contract.

Sec. 10. NEW SECTION. 523G.9 COMPLIANCE WITH OTHER LAWS,
VIOLATIONS AND PENALTIES.

1. The provisions of this chapter are not exciusive and do
not relieve persons or a contract from compliance with other

applicable law.

2. A contract which fails to comply with the applicable
provisions ©of this chapter is unenforceable against the
customer as contrary to public policy, unless the invention
developer proves all of the following:

a. The noncompliance resulted from an error.

b. The invention developer followed reasconable procedures
adopted to avoid such errors.

c. The invention developer promptly made an appropriate
correction upon discovery of the noncompliance.

3. A contract executed by an invention developer is
unenforceable against the customer, 1f the invention develcper
used deceptive practices, with an intent to cause reliance,
regardless of whether the customer was actually misled,

deceived, or demaged.
4. A provision of a contract which waives a provision of

_1-2..
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this chapter is contrary to public policy and is void and

unenforceable.

5. A person may bring a civil action against an invention
developer that uses a deceptive practice. The person may be
awarded damages together with costs and disbursements,
including reasonable attorney fees. The court in its
discretion may increase the award of damages to an amount not
to exceed three times the damages or two thousand five hundred
dollars, whichever ig greater.

6. Failure to make an initial disclosure required by
section 523G.4 shall render any contract subsequently entered
into between the customer and the invention developer voidable
by the customer.

7. A violation of this chapter or a rule adopted by the
commissioner pursuant to this chapter is a violation of
section 714.16. The remedies and penalties provided by
section 714,16, including but not limited to provisions
relating to injunctive relief and penalties, apply to
viclations of this chapter,

Sec. 11. NEW SECTION. 523G.10 REGISTRATION STATEMENT.

1. An invention developer shall file a registration
statement with the commissioner not later than May 1 of each
vear. The registration statement shall contain all of the
foliowing infcrmation:

a. The name and address of the invention develcper.

b. The name and address of each owner, officer, or other
official of the invention developer's business. However, if
the invention developer 1s a corporation, the registration
statement shall contain the names and addresses of the chief
executive officer and the members of the board of directors.

c. A description of the invention development services
offerec.

d. A copy of each form of contract used by the invention

develcper.
e. A ccpy of the invention developer's most recent

_‘_3_
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financlal statement, including balance sheets and related
statements of income of the invention developer, prepared in

accordance with generally accepted accounting principles,
audited by a certified public accountant, and dated not more
than twelve months prior to the date of the application.

f. The total number of customers who have contracted with
the invention developer in this state during the invention
developer's preceding fiscal year.

g. The invention developer's gross income from the
invention development business in this state during the
invention developer's preceding fiscal year.

h. The number of customers who have received frcm the
invention developer's services an amount of money in excess of
the amcunt of money paid by those customers to the invention
develcper pursuant o a contract. The amount recelived by a
customer reported on the statement shall only include income
earned from the successful development, promotion, licensing,
publishing, exhibiting, or marketing of the customer's
invention pursuant to the contract executed between the
invention developer and the customer.

2. The invention developer shall submit an annual fee to
the ccmmissioner in the amount of two hundred fifty dollars.
The fees shall be depcsited into the general fund of the
state.

3. The invention developer shail submit a copy of the
surety bond or proof of cash deposit as required by section
523G.7.

4. The commissioner shall issue a certificate of
compliance to invention developers that have complied with
registration requirements of this section.

Sec. 12. NEW SECTION. 523G.11 POWERS AND DUTIES OF THE
COMMTISSIONER.

The commissioner shall administer and enforce the
prcvisions of this chapter and may do all of the following:

1. Adopt rules necessary to administer this chapter in

_14._
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accordance with chapter 17A.

2. Investigate the business and business records of
invention developers and conduct necessary investigative
procedures.

3. Administer oaths and affirmations, subpoena witnesses,
receive evidence, and require the production of business
records relating to an investigation or proceedings.

4. Apply to the district court for issuance of an order
requiring a person's appearance before the commissioner, if
the person has refused to obey a subpoena issued by the
commissioner. The person may also be required to produce
dccumentary evidence germane to the subject of the
investigat:ion. Failure to obey a court order uncer this
subsection corstitutes contempt of court.

5. 1Issue an order directed at an invention developer to
cease and desist from engaging in an act which is in violation
of this chapter or a rule adopted by the commissioner. The
order shall! be based on an investigation which provides
reasonable evidence of a violation.

Sec., 13. CONDITION TO ENACTMENT OF CERTAIN PROVISIONS.

Sections 523G.6, 523G.10, and 523G.11 of this Act,
regarding duties and authority of the insurance commissiorer,
shail cnly be implemented if and when the general assembly
makes an appropriation of at least ten thousand dollars and
provides for the reterntion of one part-time clerk for a total
¢f at least one-half full-time equivalent position devoted to
the insurance cdivision of the department of commerce for the
implementation of the sections,

EXPLANATION

This bili creates a new chapter, known as the "Invention
Development Services Act". The bill regulates invention
developers engaged in the business ¢of developing original
concepts which may be rendered into an artistic, educational,
or technological expression, includinc works, compositions,

designs, machines, manufacturing cr engineering techniques,

_15-
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analyses, or processes, referred to as "inventions". The bill
excludes from the definition of an "invention developer” a
person licensed to render legal advice, governmental entities,
nonprofit and philanthropic organizations, educational

institutions, a person offering gratuitous services, and a
person engaged in services on behalf of commercial
enterprises.

The bill requires that invention developers disclose
information regarding the developer's business and
profitability of its customers. The bill requires that
contracis between the parties be in writing and provides that
essential terms be included within the c¢ntract. The bill
provices that a customer has a right to cancel a contract
within three days following its execution.

The bill requires that a developer submit a surety bend or
cash deposit. It limits payments by negotiable instruments.
The bill establishes recordkeeping requirements. It makes
nonconforming contracts unenforceable, prohibits waivers of
statutory protections, authorizes c¢ivil actions, and makes
violations of the chapter a violation of chapter 714, the
"lowa Consumer Fraud Act”.

The bill requires an annual filing of a registraticn
statement with the insurance division. It provides authority
to the commissioner of insurance to administer and enforce the
chapter's provisions. The commissioner may adopt rules o
carry out the provisions of the chapter. The commissioner may
also conduct investigations, issue subpoenas, examine records,
and issue orders,

The bill provides that provisions authorizing the
commissioner to administer and enforce the provisicns of the
chapter are conditioned upon an appropriation of moneys to the
insurance division.

BACKGROUND STATEMENT
SUBMITTEZD BY THE AGENCY
This bill creates a new chapter which regulates persons

-16-




engaged in the business of developing inventions. It reguires .
a filing with the insurance division by invention developers

and reduces the potential injury to developers which might

occur without complete and accurate disclosure of material

information.
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SENATE PILE 2189

AN ACT
RELATING TO IMVENTION DEVELOPMENT SERVICES, PROVIUING FOR FEES.
AND MAKING PEMALTIES APPLICABLE.

BE [T ENACTED B%Y THE GENERAL ASSIMBLY OF THE STATE OF IOWA:

Section 1. FINDINGS. The general assemhly finds and
declacres all ot the following:

1. Some members of the general public, commonly referred
to as lnventors, are engaged in the pursuit ol creating
original concepts which may be teandered Into an artistic,
educational, or technological expression, iacluding works,
compositions, desiqns, machines, manufacturing or engineering
techniques, analyscs, Or processes.

2. These achievements or improvements often benefit the
public welfare and are fostered by copyright, patent, and
trademark laws which protect the property rights of iaventors.

). Inventors committing time and capital in this process
ate convinced of the commercial potential of their inventions,
but often do not have the resources Or expertise necessary to
develop, manufacture, or market the inventions.

4. Inventors do not generally earn a livelihood trgm
developing, manufacturing, promoting, or marketing inventions:
manufacturing or marketing products; matketing designs:
publishing or exhibiting works or compositions: or owning,
operatung, or controlling commercial enterprises.

5. There 13 a sigaificant aumber of other persons,
sometines referred to as invention developers. who prafit from

Senate FPile 2189. p. 2

the eagerngsa of inventors to expend substantial sums for
services represcented as important to exploit the commuercial
value of inventions.

6. Invention developers' services are guenerally offeced
for sums ranqging from five hundred to eight thousand dollars
and either a percentage of the income that may be derived from
the sale or marketing of an invention or a partial cwnership
intercst in the lnvention.

7. Inventors qenerally play a passive role 1n the
development, prormotion, publishing, exhibition, manufacture,
markheting, or sale of their inventicns after executing a
contract with an invention developer, and usually do little
more than receive periodic reports i1ssued by the 1nvention
deweloper.

8. An exttemely srall number of inventors tealize profits
frcm inventionn, reqgardless of the services purchased from
invention developers.

9. Inventlion developnent services are frequently connected
to sales practices and business methods which are fraudulent
or deceitful, and may impose financial hardship upon persons
residing 1n this state.

10. Exlsting legal provisions protecting inventors are
inadequate to prevent these abuses.

11. The inventjon development setvicey field has a
slgnificant impact upon the economy and well-being of this
state and its local communities, and the provisions of this
Act regulating the activities of investoent developers are
necessary for the public welfare,

Sec. ?. HNEW SECTION. 573G.1 SHORT TITLE.

This chapter shall be kncwn and may be cited as the
"lnvention Development Services Act™,

Sec. 3. HEW SECTION. 523G.2 PURPOSE OF THE CHAPTER.

The gencral assembly declares that the pucrpose of this

chapter 18 to safequard the public against fraud, dece:t,

tmpozation, and financial hardship, and to foster and
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encoutage conpatition, fair dealing, and pesaperity in the
tield of invention developrment services by promibating or
restricting deceptive practices, misleading advertising,
omerous contract terms, harm€sl flnancial practices, and othes
untair, dishonest, deceptive, destructive, unscrupulcus,
fravduleat. or di3Ccriminatory practices which threaten the
public welfare.

Sec. 4. 523G.) DEFINITIONS.

As uscd 10 this chapter, unless the context othervise
requires:

1. “Business recotd” means a record maintained by an
inventicn developer relating to invention development
services, including but not limited to contracts, files,
accounts, boows, papers, photographs., and audio or vaswal
tapes.

7. “Commissioner” means the commissioner of insurance or a
person designated by the cormigssioner to act on the
commissioner's behalf,

3. “Contract™ means an agreement bDetwueen an invention
developer and a customet under which the invention developer
promises to perform invention development services for the
customer.

4. “Customer” means a person who is solicited by, inquires
about, seeks the services of, or enters i1nto & contract «ith
an invention develcper.

5. “Deceptive practice’ means cormunicating a false or
fraudulent statement, providing false pretense., making 4 talse
promise ot misleading statement, miscepresenting a face,
oritting a raterial fact, or failing to make all disclosures
required by this chapter.

6. “Fee" mcans a payrent made by & custcmer 1o an
invention developer, including reimburserents for expenditures
made nr ¢asts incurred by the inventicn developer. However,
“fee does not include a payment made from a portion of thne
incore received by the customer whaCh resulted from invention
development servi1ces pertormed by the invention developet.

Senare File 2189, p. 3

7. “lnpventiin” meand an original concepr <hicn may Le
cendered 1ate an artistic, educaricnal, or technological
e-pression. tncluding warks., compoyitions, designi. machines.
manufacturing Or engineer.ng fechniques, anslyses, or
prouvesses.

8. “Invention developer” means a person who pertcrmes
invent ion developrent services in thiy state oOF ofters,

through any means of communication, te perform iavention
L]

development Services in this state. Howewer, an itovention
developer does not include the follewing:

a. A person licensed by a state or the United States to
render lega) advice., if the person acts within the scope of
the license. However. if the person is a corporaticn. all ot
its stockholders or members nust be licensed. [f the person
15 a pattnership, all of 1ts pattners must be licensed.

b. A department or agency of a federal or state
qovel nment .

¢. A political subdivision.

¢. A nonprofit organization registered pursuant to state
law.

e. A charitable, sclentific, educational, ot religious
orqganization registered pursuant to state law.

t. A person who does not charge a fec for 1nvention
dJevelopment services.

§. A per:Son who provides reseatching., marketing.
surveying, or other kinds of consulting services to
professional manufacturera, marketers, publisners, or others
putchas:ng Such sServices 43 an adjunct to their traditional
commercial entetprises,

9. “Invention devcloprent scrvices” Of “gerwices” reans
acty required, promised to be pectormed, or actually pecformed
by an invention Jeveloper fur a customer pursuant to a
contrace whicn i1nvalves facilaitasing tne Jewelopmeny .
promatian, Licensing, publishing, exhibiting, ot marketing of
an anvent Lun.

Sec. H. NEW SECTION. 523G.d [NITIAL DISCLOSURES.
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1. It an invention developer contemplates entering into a
contract or if the invention developer contemplates
pecformance of a phase covered in a contract, the inventaion
developer shall notify the custorer by 2 written statement.
The invention developer shall deliver to the customer the
written notice together with a copy ol each contract or a
written summary of the general terms of each contract,
including the total cost or consideration requitred from the
custozer, belore the customer first executes the contract.

2. The invention developer shall make a written disclosure
to the customer of the lnformation required in this section.
The dlsclosure shall be rmade 1n either the f[lrst written
communicarlon from the invention developer to a specific
customer ot at the Lirst meeting between rhe lnvention
developer and a customer. The written disclosure shall
contain atl of the following:

a. The median fee based on tees charged to all customers
who have executed contracts with the invention developer in
the preceding six months, excluding customers who have
executed a contract i1n the preceding thirty days.

b. A single statement setting forth both of the tollowing:

{1] The total numbher of customers who have executed
CcoOntracts with the iLnvention developer, except that the number
need not teflect those customers who have executed contracts
withln the preceding thirty days.

(1) The number of customers who have received from the
inveation developer's services an amount of money 1n excess of
tne amount of money paid by those customers to the invention
developer pursuant to a contract. The amount recerved by a
customer reported on the staterent shall only i1nclude incame
carned from the successful development. promotion., licensing,
puplishing, exhibiting, ot marketing of the custumer’'s
invention pursuant to the contract executed between the
invent1on developer and the customer.

¢. A notice appearing in cubstantially the follow.ng form:

Senate Tile 2189, p. 6

R WARNIRG

The following disclosure 1s required by section 523G.4 of
the lowa Code.

The petron you are dealing with is am inventaon develnper
requlated under chapter 523G of the lowa Code. Unless an
invention deweloper is an attorney licensed to practice in
this gtate, the inventlon developer is prohibited from
providing you legal advice concerning patent, <opyright, oc
trademark law or to advise you of whether ycour creation. idea.
or 1nvention may be pateatable or may be protected nnder the
patent, copyright, or trademark laws of the United States or
any other lav. A registered patent agent may give advice as
to patentability and protection available under the pateat
laws.

A patent, copyright, or trademark protection cannot be
acquired for you by the invention developer. Yous potential
patent rights may be adversely affected by any attempt to
commetcialize your idea or i1avention before a patent
application covering it is filed. HNonconfidential disclosures
of your creation, idea, or invention may also triqger a one-
year statutory deadline for filing a patent application in the
tnited States, after which you would be banncd from receiving
any patent protection in the United States, and would prevent
you from obtaining valid pateat righta in countcies whose law
provides that patent applications musr ke fiicd befare thece
i3 & publir Jdisclosure,

Your failure to identify and tnvestigate existing patents,
trademarrs, or registered copyrights may place you 1n jecpardy
ot antrinaging the copyright, patent, or trademark ruights of
other persons if you proceed to nake, use, or sell your
creatiun. 1der, ©Of invention.

1f you as31gn ewen A partial interest In the 1nAvention to
the 1nvention developer., the invention developer may have the
right to assiga or license 1ty interest in the invention, o
make, wse, and sell the creation, 1dea, or 1avention wiehout

your vonsent and ray Aot have to uparc the profits with you.

6812 345
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d. A copy ©f a current cegistration certificate 1ssued
pursuant to gection 523G.10Q.

Sec. 6. MNEW SECTIOM. 5$23G.5 CONTRACTS.

1. A contratt shall set forth infurmarion requiced 1n this
sect.on i1n at least ten point type.

2. The contract shall describe fully and in detail the
services that the invention develcper contracts to peclorm for
the customer.

3. The contract shall state the following informaticon:

a. If tne 1avention developer contracts to construct one
or mote protatypes, models, or devices embcdying the i1nvention
of the customer, the total number of prototypes to be
constructed and whether the invention developer contracts to
sell ot distribute such prototypes. madels, or devices.

b. If an oral ot written estirate of customer earnings 13
made, the estimare and the data upon which it is based.

c. A single statement setting forth both of the tollowing:

(1) The total number of customers who have executed
contracts with the invention developer. except that the aumber
need not reflect those customers who have contracted within
the preceding thicty days.

{2) The number of customers who have received from the
invention developer's services an amount of money i1n excess ol
the amount of money paid by those customers to the invention
developer pursuant to a contract. The amount received by a
customer reported on the gtatement shall only include payments
tor services performed by the iavention developer involving
the development, 1-omotion, licensing, publisning, exhibaiting,
or marketang of the custemer’s invention pursuant to thesr
contract,

d. The expecred date of completion of the invention
development services.

¢. The estent to o#hach the terms Of the contrast
effectuate 01 make possible the purchase by the .nventinon
developer of an interest in the *itle to an invention.

senate File 2189, p 3

f. A statement ecplaining that the iaventiun Aeveioper 13
required to maintain all ceccrds and correspandence celating
to the inventisn development services performed for that
customee foc a period not less than three years aftes
explration of the contract.

g. A statcment explaining that the records and
corcespondence required to be maintained pursuant to section
521G.8 shall be made available to the customer or
ropresontaznvc for review and copying at the expense of the
customer on the prenices of the invention developer during
notmal business hours upon seven days® written notice from the
date of delivery sent by certified marl.

h. The name of the person contracting to perfotn the
invention Jevelopment services, all names under which the
person is doing ot has done business as an Avention developer
during the previous ten years, the names of all parent and
subsidiary entities to the person, and the names of all
entities that have a contractual obligation to pettorm
invent ion development secvices for the person.

1. Tne principal business address of the iavention
developer and the name and address of 1ts ajent in this state
authoriced to receive service of process in this state.

4. a. The customer has an unconditional right to cancel a
contract for i1avention developrent services at any time bwfore
the third business day following the date the Customer
recei1ves an executed copy of the contract.

b. The c¢ustomer must notity the invention developer of a
cancellatinn by writtten notice delivered personally or by
certified Mmail. A notice delivered perscnally must e
delivered to the invention deweloper s place of business by
the end ot ihe third business Jay following the date fthat the
contract =as axacnted, and the cancellation shall take effoct
upon Jelivery Uper delivery of the personil oa¢tace, the
inventian Jeveloper snakl return a 1eceipt to the custone:
gcnnowledgirg receipt of rne cancellation., A notice deliveced
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by certified nail must be mailed by midnight of the third day
folldwing the date that the contrace was executed, and the
cancellation shall becore effective upcn the date the receipt
is gigned. A notice of cancellation may take any form which
indicates that the customer no longer intends to be bound by
the contract.

c. Hithin ten business days after receipt of the notice of
cancellation, the lnvention devecloper shall deliver ro the
customer, personally or by certified mail. all moneys paid.
any note ot other evidence of indebtedness, and all materials
provided by the customer. The invention developer may
condition payment upon a receipt by the customer acknowledging
pecsonal delivery.

5. The following shall be included in the contract:

a. A disclosure statenent in substantially the following
form shall appear in boldface type and be located
conspicuously on a cover sheet that contains no other writing:

NOTICE

The following disclosure 13 required by section 523G.5 of
the Towa Code and 138 erpressly made a part of this contract:

You have the right to cancel this contract (or any reason
at any time within three (J) busineas days fron the date you
and the invention developer sign the contract and you reccive
a fully executed copy. To exercise thiLg option you may use
certified mail or personatly deliver to this invention
developer writren notice ¢f your cancellation. The method and
time for notification is set forth in this contract
irmediately above the place for your signature. The anvention
developer must return by ceitified mail or personal delivecy,
within ten business days after receipt of the cancellation
notice, all money paid and all ratecials provided eilther by
you or by andother party on jout pehalf.

unless the inventlion developer 1% an attorney. the
invention Jdeveloper is prohibited from giving you iegal advice
cancerning patent, copyright, or trademark law, whethecr yaur

Senate File 7189, p. L0

creation, Jjdea, o Lnventlon may be patentable, or protected

under the patent, copyright, or trademark laws of the United

States ot any other law. A registered patent agent may give

advice as to pateatability and protection ava.lable under the
patent laws.

A patent, copyright. or trademark protect.ion will not be
acquired for you by the invention developer o by this
contgact. Your potentlal patent rights may be advetsely
affected by any attempr to commercCialize yout idea or
invent ion before a patent application covering it is filed.
Nonconfidential disclosures of your idea or invention mdy also
trigger certain statutory deadlines for tiling 4 patent
application in the United States and would prevent you from
obtaining valid patent rights 1n countries whose law provaides
that patent applicatlions must be Ciled pefore thete 15 a
public disclosuce. Your lailure to identity and investligate
eaisting patents, trademarks, or reglstered copyrights may
place you in jeopardy of infringing the copyright. patent, or
trademark rigqhts of other persons 1f you proceed to make, usw,
or sell your i1dea or 1nvention,

b. A disclosure stateneat 1n substantially the following
form shall appear in ten point boldtace type iemedidtely above
the place where the customer 1§ tO sign:

ATTENTIONY
[READ CAREFULLY)

You have thiee {3) business days during which you may
cancel this contract for any teason., You nust delivel written
notice of the cancellation by certified mail or personally to
the invention develuper. This opportunity to cancel the
contract will e-pire on the last date that you are allowed to

mail or deliver natice, [f you chonse to use certified marl

to deliver your notice, 1t must be placed o the United States
matl addressed to {insert name of invention developer}. ot
(inscrt address of juvention develcper 's place of pusiness)
witn (irst class postage prepaid befare midnignht ot tinsert
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proper date). If you choose to personally deliver your notaice
t> the invent:on developer. it must be delivered by the end of
the normal business day on (insert proper dare). {ou ace
advised to Obtain a written statement (rom the invention
developer At ncwledging receipt.

Sec. 7. LW SRCTION. 523G.6 LVIDENCE OF FINANCIAL
RESPONSIBILITY.

1. An invention developer ahall maintain as security
evidence of tinancial responsibility as approved by the
commigsioner, The security shall be either a bond or cash
deposit 1n an amount which is equal to> the greater of either
ten percent of the invention developer's qQross inccme (tom the
invention development business In this state during the
inventon developer's preceding fiscal year, or twenty-five
thousand dollars. The commissioner shall approve the security
before the invention developer renders or offers to rendecx
invention development gervices in this atate. The invention
developer shall have ninety days beginning on the first day of
the invention develcper's new [18cal year to change the
security a9 necessary to conform to the requirements of this
subsection,

2. A surety who issues a bond must be approved by the
commissioner. A copy of the bond shall be filed in & manner
and according to procedures approved by the comnigsioner. A
cash deposit snall be filed with the treagurer of state 1n a
manner and according to procedures approved by the treasurer
of state i1n congultation with the commissioner. The treasurer
of state shall not tefund a deposit until sixty days following
e1ther the date that the tnvention developer has ceased doinq
business 1n the state or a ktond has been filed with the
commixsioner 1n compliance with this section.

J. The secutity shall be in favor of the state for the
benefit of any person entering into a contract with and
darnaged by an invention developer, if the Jdamages are caused
by one of the tollowing:

Senate kile 1189. p. L7

a. A fatiure by the inventicn develdpee to pertorm the
teemz of the contract.

b. The insolvency of the invention develnper "t the
cessation ¢f the inventicn developeér s business.

c. The intentional violatinon of a provision of 1his
chapter by the invent.ion developer.

A person claiming Against the security nay ra.ntain an
action at law against the invention developer. An action
Against a bond may also include the surety., The agqrejare
liability of the surety to all persons for all breaches of
conditions of the bond shall not excewd the amount of the
bond.

Scc. 8 NEW SECTIOM. $236G.7 NEGOTIABLE [NSTRUMENTS,

An Lavention developet shall not take a negotiable
instrument from a cuSstomer as part of a contract, unless the
negotiable instrument is a check constituting evidence of the
customcr e obligation. A person in possession of a negotiable
instrument 1s not a holder i1n dues course as defined 1n sectaon
$54.3302, 1f the person takes a negotiable instrument trom a
customer in wviolation of this section.

Sec. 9. NEW SECTION. 923G.8 RECORDS AND CORRESPUNDINCE

An 1aventien develeoper shall maintain all records and
correspondence relating to performance of each invention
development contract f[of not Jess than rhree years after
e<piration of the contract.

Sec. 10. NEW SECTION. 523G.9 COMPLIANCE WITH CTHER LAWS,
VIOLATIONS AND PENALTIFS.

1. The provisions of thigs chapter are not exclusive and do
nct celicve parsons or a contract from compliance w.th othet
applicable law,

2. A contcact which tails to comply with the applicable
provisions of this chaptet 15 unentceccoeable against the
custoMmer a5 contrary to publis policy, unless the iavention
developer proves all of rthe foliowing:

a. The noncnnpliance cesulted Fron an coror.
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b. The invention developer followved reasonable procedures
adopted to avoid such errors.

€. The iaventlon developer promptly made an appropriate
correction upon discovery of the noncompliance.

3. A contract e«ecuted by an invention developer is
unenforceable against the custcmer, 1f the iavention develcoper
used deceptive practices, with an intent to cause reliance,
regardless of whether the customer was actually misled,
deceived, or damaqed.

4. A provision of a contract which waives a provision of
this chapter 15 contrary to public policy and 1s void and
unenforceable.

S. A person may bring a civil action against an lnvention
developer that uses a deceptive practice. The person may be
awarded damages together with costs and disbursements,
including reasonable attorney fees. The court in its
discretion may increase the award of damages to an arount not
to exceed thise times the damages or two thousand five hundred
dollars, whichever is greater.

6. Fa.lure to make an jnitial disclosure cequired by
section 523G.4 shall render any contract subseguently enterel
into between the customer and the invention developer voidable
by the customer.

7. A violation of this chapter or a rule adopted by the
commissioner pursuamt to this chapter is a violation of
section 714.16. The remedies and penaltlies provided by
zection 714,16, including but not limited to provisions
relating to injunctive telief and penalties, apply to
viclations of thys chapter.

Sec. l1l. NFW _SECTION. $21G.10 REGISTRATION STATIMENT.

1. An invention developer shall file a reqgistrataon
statement with the commisgioner not later tham May | of each
ymar. The registration statement shall contain all of the
following 1nformation:

a. The namn and address of the invertion developer
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b. The, nare and address of each owner, officer, or other

ofticial of the invention developer's business. However, if
the 1nventicn developer 18 a corporation, the registration
statement chall contain tne names and addresses of the rhief
executive olficer and the mempers of the board of Jdirectors.

¢. A descriptlon of the inveation development services
offered.

d. A copy of each form of contract used by the invention
developer.

e. A copy »f the iavention developer’ s most cecent
financial statement, including balance shests and ralated
atatements ol income of the iLavention developer, prepated in
accordance with generally accepted accounting principles,
audited by a certified public accountant, and dated not moce
than twelve months prior to the date of the application.

f. The total number of custcmers who nave contracted with
the 1nvention developer in this state during the invention
developec's preceding fiscal year.

9. The inventlon developer’s qrogss incume from the
iavention development businesds in this state during the
invention developer's preceding fi1scal yeat.

h. The aumber of customers who have received (rom the
iavention developetr's services an amount of roney in excess ot
the amount of money paid by those customers to the invention
developer pursuant to a contract. The amount tecerved hy a
custozer reported on the statement snall only include incore
earned trem the successful development, premotion, lacensing,
publiushing, eshibiting, or marketing of the custemer’s
invention pursuant to the cvontract exccuted between the
invention develaper and the customer.

?. The invention Jdeveloper shall submit an annual fee to
the cormisgicnet in the amount of twn hundred [ifey dadlacs.
The feers shall be deposited into the general fund of the
Hstate.
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J. The 1avent:on Jdeveloper shall submit a copy of the
surety bend ot proof ot cash deposit as cequired by secticn
5235.6.

4. The commissioner shall issue a certificate of
ccmpliance to invention developers that have complied with
registration requirements of this section.

Sec. 12. NEW SECTION. 523G.1l POWERS AND DUTIES OF THE
COMMISSIONER.

The cormissiconer shall administer and enforce the
provisions of this chapter and may do all of the following:

1. Adopt rules necessaty to admuinister this chapter in
accordance with chapter 17A.

2. Investigate the business and business records of
invent ion developers and conduct necessaty investigative
procedures.,

3. Adriinister caths and affirmations, subpoena witnesses,
receive evidence, and requite the production of business
records relating to an investigation or proceedings.

4. Apply to the district court for issuance of an order
requiring a person's appearance before the comnissioner, if
the person has refused to obey a subpoena i1ssued by the
commssioner. The person may also be required to produce
docunentaty evidence germane to the subj)ect of the
investigation. Failure to obey a court order under this
subsection constitutes contempt of coutt.

4. lasue an order directed at an invention developer to
cease and des;ist from engaging 1n an a¢t which 19 in vivlation
of this chapter or a rule adopted by the commissioner. The
order shall be based on an investiqgation which provides
reasonable evidence of a violation.

Sec. 13. CONDITION TO LHACTMENT OF CERTAIN PROVISIONS

Sections %23G.6, 523G.10, and 523G.11 of this Act,
regacrding duties and authority of! the insurance comnissionec,
shall only be implerented 1f and when the general assembly
makes an appcopriation of at least ten thousand dollars and
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provides fo: the retenticrn of one part-time Jleik for a tatal
of at least one-nalf full-time equivalent position devotea U2
tos ansutance division of the Jdepartment of cormerce (~c¢ the

implementation of the sections.
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