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S.? rd/j9 H.r. 

i S~Cl~O:1 1. FINDINGS. The general assembly finds and 

2 declares all of the fo:lawlng: 

1 1. Some memoers of the general ~ub::c, con1"1only ref0~:·cd 

~ t,) dS i;:vent.nrs, <lre pngdged ir. ti1e pursuit of creating 

') original concepts WhlCil may be re:--:oered into un artistic, 

6 Pl1dcdtionLlI, or t.ech:lological expression, lI1clL;dl:1g works, 

7 C0mp05~tio~s, designSI machInes, manu[ac~~ril,g or engii)~~rinq 

8 tPchlllques, dnalyses, or processes. 
q 2. These achieve~ents or Im~rovemp~ts ofte;) b~n~fit ~he 

10 publiC w ... ifa:e and c:~e toster2d by co~yrigr.t, pat···nt, ",nd 

II trd:~e~ar~ laws whiCh protect the property r!S~t5 nt ,nuenlors. 

12 .l . Inventors comr.lltting time and capital In ~-r.i;; ,,:·o(-ps'~ 

13 ar~ r0nvi~ced of th~ cOI~~rcial p,)tential of t~e~r Invent.Cl13, 

J 4 :Jut o~ten do not have th;e resoc:rces or expert ise r~eCe'j.-;ilry t.o 

is dev~'lop, manufacture, or market the inventions. 

1 i,~ 4. TnVE':l:cr~; d\) net generally earn a livelinC'od fr:)IT. 

].7 developing, ~atl~~acl;~rlilg, promoting, or marketinq invpnti,~ns; 

18 manufacturing or mdr~~t~ns pcoducts; marketing designs: 

19 p1ibli.shing or exhi.bi.ti~g works or compositiorls; or OW;-I~:"'I9, 

20 ope~"ting, or concrollir.g com:nercial enterprises. 

21 S. There IS a significant number of other persons, 

22 sometimes referrpd to as invention developers, who pro~lt from 

21 the eagerness of inventors to expend substantial sums [or 

24 3~rVtCe::. represented i!:; importan:.. ~o exploit the COOUllE'(cidl 

2S Vc.ll~lP I:.·f It~ven::l,_.n:-;. 

2G 6. Inverltion developers' ~e:Vlces arp gpner"ally of~E'red 

27 for s~~s r~nging from five hundred to eight thous~rld dullars 

IH dnJ p:lher a percerltdge of the income that may be derived from 

)') thJ_' sale or :n,::t(ketii~g c.,t di"l invention or ,3 part ia.i. 0wnprshlt1 

~H) .:.nl,f3:·~--:.t in :'~:t' ';'ilver.~,i()n. 

7. I:)ventors g~npra~iy playa passive r~lp ~n rh~ 

12 G:'?vei.~)?mp:~I., pronotio:), publis:'J:~~, exhibit:(lr:, 1"·L.:i":Ljta.rt.I.:~·t?, 

11 i';13rl<.et:..:--.S. ':::. s~le of thpi!" l:"":v-=-:"':tio!1s a~tE:-:: PXPcI::-:ng ,~ 

3 .... t-::-or~tr.:Jct w~tr. an i()vE-:)(~on oeve~~)!).:r, ar.d usua~~'1 de l'~':e 

J'i rr,')r,_, :.t1a:1 t~c:E'~v~ per.:..odlc ~'epo;ts ':ss:...;ec by i:lp ::~IJt=":1~ ;,\)~~ 



S. r. dlJ''1_ H. F. 

1 dev(>lcper. 

3 [rom invel~tion5, rega~d12~s of the services pu:chd5ed tro~ 
4 invention developers. 

9 . Inver.tIon develotJment s..?rVi..ces are fr~qli2ntly <:'onnec",p(j 

5 to sa1es practices al~d busi~e55 r~~thods which a(~ fraljd~lenl 

7 or deceitful, a~d may impose ~inancial hardship upon perso,:s 
8 residing in this state. 

9 1 {) . Existing legal provis~ons protecting irlventors dre 
LC inadeqlldLe to prevent thes~ ab~ses. 
1 ; 11. The inventioI~ development services f:elci ~laS a 

i2 sig:lifica'~t impact "'PC:1 the economy and well-Deir.9 (;f thi:3 

13 5ta~e and it.s loc.:ti cO:'!lrltlrlitle~" and the prOV!~;lOI1S of thlS 

;4 Act regulating the activ:C1P5 of i~vestment developErs ~r~ 

l~ nece~sary for the PUDiic welfare. 
16 S1?C. 2. NEW S~:CT:O~. 5 23G • ~ SP.ORT TITLE. 

~7 This chapter shall oe k~CW!l dnd may be cited as ttle 

18 "Inve~tion Developmen: Servlces Act". 

Sec. 3. 523G.2 PURPOSE Or THE CHAPTER. 
20 The general a55e~bly declares that the p~rpose cf tni~ 

21 chapter is to safeguard the public against fra~d, ceceit, 

2) Imposition. and fina:lcial hardship, and to foster and 

23 c ncour3ge cOtnpetitlon, fair dealing, and prosperity in the 

21 fIeld of invention develop~ent services by prohiDlting or 

25 restricting deceptive practices, misleading advertising, 

26 onero~s contract terms, harmful fillancial pr~ctices, and othpr 

27 unfdi:, d15honest, d~ceptive, destr~ctive, unscr~p~lou5, 
28 frduduletlt, or discrIminatory practices Which threaren the 
)~ public welfare. 
10 Sec. 4. NEW SECT 10:-.; . 523G.J DEFINITIONS. 

3i As used in this chapte:, unless the contex: otherwise 
32 requires: 
? ' 
.' j 

l ' 

1. "Business record" ~@ans a record maintained by ~n 

invel~tion developer re!ating (0 i~vention development 

::;er',Jices, inC!.'Jdlng but not. l.ixited to contrdcts, tiles, 

- .2-



~ ar'counts, books, papers, pnotographs, and aUdio Or visLlal 

') t d.p~~ .. 

3 "Cn:rur.issiorier" means the corunissioner of in::;>urance cr a. 

4 person de.c;lgr..Jtec by thE' commlSS10ner t~.) ac'.: (lr~ thE" 

S c')~miS5ioner's behalf. 

6 3. "Co~rract" means atl agree~ent betweerl an l~venti(:n 

I devel.oper dce.; d Cllsr.Ctoer ":-Ider wr.:cl1 the invPC1tion deve.~ope~ 

~ prom!~es to perform :nvpntion devclopme~t 5~rvices for the 

9 ('ll~~t Qr:1P{. 

'0 4. "CI.i·.3~r.m1?r" rr:e.iilS d pf>rson who !5 sol ic!,.r.eJ by, ir;qUtrps 

~l dbout, seeks thp service~ of, or enters into a C()rltract with 

17 ~n Inv~nti()rl deve:\)~~!". 

14 tra<Jr.;rle"t "tatcnlt:nt. provlding fdlse pretense. making il faL;f; 

IS pt'Q~lSe ()f nl~slpadi~g staternerlt, misrepresentirlg a fac~, 

16 ,o/mi:-t.inc.; <..1 i!late~".i.a: fact, ,)t" failing to rTia~e a: I. dt~.C'I'?~.I.~·t's 

17 f~quired by thi5 ct)a9:er. 

18 Ii . "ft~~.·" rr~ea::s d ;:>dy!1~ent madE by a custOOlt:.'!" to an 

21 "tpp" d(.lp~,,; r.ot. ir:c!L!t.!e d payment r.!ace trom a port~()i: :..,): t.he 

22 lncome recelved by the customer whl~h resulted fro~ jn~p~ci()~ 

23 develop~ent serVices perEormed hy the inventlon de~pln?p •. 

l1 7. "Irlv~rltloll" means a~ orig:nal concept wh!cl) rray oe 

~S r0rlciereJ i:ltO drl artIstIC, educational, or techno!l)glcal 

26 pxprPRsion, including works, compositions, designs, machliles, 

2/ ma~lu~act:uring or f='nglneefi..ng techniques, a:ldlys~5, or 

28 proc~ssps. 

lJ ~. "Invent:il)n ,jev~lGP~r" means a person whQ oeri0r'r~ 

3U inventi0n deve!cpme~t s~(vic~s irl thIs state nr 0tfprs, 

J: :t'![Cuqh any means '::( (.·o::'J'~unicat i'~!~, to per :orfil. ~ n·J~nt. ::·:.r~ 

1~ ne~e10pxen: servIces 1~ lh:s sta~~. 

34 '"' . A ~e:~0r~ lice~~eJ Dy 2 s~ate or the Urllted States ~,~ 

E'S ... il ... =:.dvtcE.', l.~ t.r'IO:- pe:"';c,:) 3.C~5 wtt~i.n thp SCG:>e ()f 
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... rhp license. Eo",eve~, .If l:ne perso:1 IS a COrpOL"dt io:1, ~!ll of 

2 its stockhold~rs or members mu~~ be lic2~sed. If the person 

b. 

') g(lverr.:r:p.~t. 

6 c. A politiCdl subdivis~on. 

7 d. A nonprofit organizatIon regIstered pursua,,= to sta~c 

8 law. 

9 A charitable, scie~:iflc, e~~cational, or r21iqious 

lO :)igdnizati0~ registered pursu3nt to state law. 

i 1 f. A person who does :)~t chdrge a fep for invp~~io~ 

12 development services. 

: 1 

l' sLJrvey~!lg, or other kir~d5 of cO~5~ltinq serVlC~3 to 

IS profe!:;slonal mi::l~~IJfact:Jret. .j, ma~~et:=:s, publishers. ()f ()th':->r:..; 

16 purchasing slJch se~vices 6~ a~ adj'~nct to their traditi(lr~d~ 

l7 com",,,rclal enterprises. 

i8 9. "inventi:)n d~velopme:)t services" or "services" mean2 

19 acts (eq~lr2d, promised to be performed, or ~ct~aliy perEGr~ed 

20 by an inventic,n ~evelcper fo~ ~ custome: purSllant ~o a 

21 cor~t(act ~~ich involves fdCill~dti~g the devplop~p~t, 

22 ?rorn;)tA')Il, licensing, ptlblisilirl;1 ~~hibitin9, 0: mdrketi~q af 

23 an l:,vE':'ltion. 

24 

25 

Sec. 5. S 2 3G. 1 INITIAL OiSC'-OSlJR2:S. 

If an invention developer contemplates ente,ing in~o u 

26 contract or if th" inventio~ deve:oper contemp~ates 

27 performance cf a phase covered in a contract, the i~vention 

28 developer s~ali notify the cU5tcme~ by a written statement 

29 The inventIon developer shall deliver to the Cl15~omer the 

]0 writ;:en notlce toget~er ~ith a copy of each cont:act or a 

31 writter. 5IJnmary cf the genera: terms of each contract, 

32 including the tot~l COSt Ot conSideration req~ired from the 

33 c~stomer, before the cJstomer first executes the contract. 

3 1 2. The invention develo?er shall make a written Jiscl0sl1r~ 

3') to tne cust.omer of the infori.lo::.io~ :-equl!ed in t~i::; :::;eC;:lcn. 

-~-
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1 The disclosure shall be made i~ either the first wrltte~ 

2 ccmm~r;.LC.:.tt Ion f rom t~H? Invenr: ion developer i.v a s?pci f It' 

3 cuslo~er or at th~ flts[ meeting between the :~vp~tlor 

The written disclosure shal: 

5 cn~tdin ~ll of the follOWing: 

(, d. '!'ne mpJ:<3:: feE' based Or~ fees charged to dll C:.I'",'()il;~'r::' 

7 whu ~la'J(, executFo(: contracts with the i:")Vp.ntlO!~ dpvplc,per ~r~ 

8 the precpdirlg s.x mon~hs, excluding customers wno ~avp 

9 exec'ltPd ~ c~~t:aCl i~ the preceding thirty days. 

if) tl. A single stdtement settirlg forth bO~~l ,)f thQ f(ll1ow~rl~: 

11 ii) Thp total number of customers who have eKccuted 

12 cor1~r~cts wlth th~ invention developer, except tha~ tt~e n~mhpr 

1 J "eeo :lot re~lec~ those c:usto~ers ""ho have executed C::l)r:trdCl:3 

I~ wlth:n [hE' precpJing thircy days. 

IS 

1G lnve:,tion deve:aper 's services an amount o~ mo~e! ,n pxcess of 

17 the amount af manp! pa:d by those customers tc thp i~ventio~ 

iR r!pvt=J'»pe[ purs.ja~~t to .j contract. Th·:? d:nOLi:1t ['=:CC'lV>?O by ... 1 

l~) CI::-;t,r)n:t:'r repl)rt.:.-,:; 0n r,ht'::- state~enr. sh6:1 only ir~('l:..;c~e income 

211 Pdrn,=,d from the s:lcc~ssfl,;..L devl?lC)fJme~lt, prom()~icn, J!..:en::;':'rl':1, 

21 ~ubll.::;hlng, exhibi~ing, or mar~:p~inc;; of t~e cU!jtom~:-':..> 

22 irlvf:o~)::l()n pUrSUd:1!: T:CJ the cc.nt;-act e:<t:?ciJted betWE'er. t~e 

23 invention develcr\~r d~d the Cl:stomer. 

24 c. A rlotice appea~~nq itl 5ubstd:1tially t~e ~L:ll)w ng to[ln: 

WARN,NG 

2& Tile fol lowing disclosure is requlred hy ,".,ctl')n '27G.4 <)~ 

27 tile Iowa Code: 

28 T:l~ petson yc~ ar~ deal ... ng with is an 

29 rcg~lated under chapter 523G af rhe Iowa Cod'? 

3(; !1~VPi,t.lon deve~''::'~f-'':' 1S an at~crney lict:onsed tu pr"..=tc:.1CP ..... 1 

3: rhis state, the invent lO~ deve"c>per lS prohibi teel f <"0'" 

32 provldinq you le"",l advic<? cor~cerr.ing Pdte~t, copyr ic;llt, or 

Jj tfl...1demark law 0:' ::0 advise YOu ::)~ whetr.er y;jur C'~·enr, i:~n, Ide,~, 

j~ or l~v~r~tiorl may be ~dten~able or ffidY l)e pr~~pc~2d u~de~ the 

3S ~dten:, c('pyright, or ttademar~ :dw~ of th~ U~!~~~ S:d~~~ ()~ 

-,-
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A registereci ~dtp~t as~~~ ~ay give advice dS 

3 laws. 

S pcJt,f'~i. [ight5 n~.3y be' .::.JV(·:sci'i .::[ ~~'c:ed Dy uily ~: ~_t.'lrl~)t 

-; commercialize you::" idea O{ i:1ven!::,;:. oer:_")[e d rdt.EJn~, 

.. ,-, 
••• J 

8 dPpli~dtion cove:lnc; ![ is ~llcd. Nonconfid~~tla~ d!sciosures 

9 of YOUt credtion. ie",,-. or lr.ve:-:r.,c:-: :roay also trigc;"r;., O;~(·-

:0 yeot" stdtlJtor/ Cf2d<i:i.nt:> fur [ill~lg d ?a~en~ . .Jp?licat.:.()r: :') :.:t~e 

!jnl~(>d S~,dr.e~;, af::er which y~):.;. WOL.ild oe b3nr:~d trl)CT! :E:-'l>:'ivinq 

.:.1. ar~y ;}dte:'lt protect ic~ iil tne :,j~:t.~d States, .)~d 'W:i(.;_d prC'v.::n!: 

l1 yOlo t rl·';iT, Qbt:at-:"':l.nq vai. ~(l pal_e:lT_ :- 19ht.s ll~ cO'J.nt. ,·It?f". '-.oJ":.C:-;t-!' l:l\'; 

l4 pr0v!des that pa~ent appiic~ticns m~st be filed before t~ere 

~~ is .. ~ pubiic discl;;,)sllr p • 

16 YJ~r ~Ai~1.1re to identify a~d i~vestigate existi:~g p~te!)ts, 

,7 tr.'ldp:n.H~S. Qr regis~er"d copyriC;h~.s may place yo.1 i:t j'<'fJ,",~dy 

~8 of Infri~ging the copyrighc, pate~tt or ~rade~ar~ rIghts .)t 

LO CrL'<..!!:.IOil, id':-l.:.J, c:r i:~vt-:-nti0n. 

7 ' .. , 
22 th~ .:.[l~~[lti~~ dev~~0per, t~~ !r~~~:lti~;l d~veloper may ha'Je t~p 

2 J [L q h t t 0 d s.-; i q nor ~ i C l? i1:;..? 1 t :'~ :.. [; t c r (> s t : r~ t t) e 1 n v e:1 C 1 Q ~, () r 

24 mak(?, i.~~-;P, and sp:l ttl€> cr~,'!;::i:jn, idea, or in\Jf:iI~_;'Or. WJrh':-H!t 

)) your COr)Serlt a~d ~dy not have La 5;~a(~ the profl~5 'With y0u. 

J.i:: d. A ccpy of d c~rrei1t regis:r6tior~ certlflcate iss~ed 

27 pursuant to section 523G.IC. 

Sec. 6. NEW SECTION. 52JG.5 CO~·rRACTS. 

A C~ntrdct shdll set ~0rth information reqL.iJrpn l~ tnl~ 

10 secrin~ in at l"ast ten poine type. 

2. Th~ contract sha~l describe fully a~d in detdll t~'e 

33 t~e CuStomer. 

3. 'fhe contract s~all state t~e f~:low~ng 1:1fsrmati0:1: 

d. If the lnve~tio~ deve10~el c:)ntracts t·~ cc~s[ruct 0:~e 

-:) -
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! (l( mor'c prototypes, ~odels, or devices embodyi~g tt1e ir1ve~ltion 

2 o~ ttie Cll:.;tOInl?r, tt"lt:~ tot.Gol r.umber ':,[ prototypes t':, bp. 

J ('(J[)~-;tructt:d and whether the ir-:VPil~ ion ueo/elope:: C':';~1t ... ,j<.:t,S i.:.u 

4 spll 0t dl~lrlbute such prototypes, ffi0de13, 0~ dpv:ces. 

7 

11 

(' 0 

( 1 ) 

A Sl:lgie slatenenr setting forth hoth o~ ~~e fo!10~i~~g: 

The total nu!nb~r of ~u5tornprs ~~o i~ave ex~c:.Jtpd 

.j C"')i'ltr.lt':t:; lHi~h the invf?ntion d,,::v€"loper, except ~htl~ tn€' :~Ij;;.b('I 

10 l1eed !)(;t refi(:ct tl~ose custorr.ers W':l(~ ~ave c:)~trd("t.t.·(: N:th .. :l 

1 2 (7.) 

11 :n'Jentll)[) dev~.2'lopf:r'~ servlces an d/7!O.Jnt of :T1l)npy i:~ t'X'_·'_':;..:) 0: 
!4 t,:1E' .. 1mount c)[ mc:~('l' p.Jld by tr~OSe (:l!storr.e:s t.o ~r,p inv~::!:"~:_)n 

1) d~'Je:.GPC'r pLirSUc..1::t to c.l Cl)n~_ract:.. 

~G cuxtomer reporleri l~n ~h~ state~e~t shall only i~c~~(~C p~y.n~r·~t3 

;,7 fo~ services ?erfc,:..-ri.t-:-u by the invention tieve:oper i;~volvi:i~ 

18 ~.~~ devel()pm~':lt, tJr(;r'o!:i.o:~, lict-:'!lsir~q, ~"HjbllSh~t:g, <?::hj;~;:,-:i.~S, 

~9 (J[" :lldri<~tin(~~ o~· tr.~ C:Js~orr,t:>r'5 i;-;ver.tlon purSllrli:t t;,·) ttlt:.< .. 

,)dcoPl.ra.ct. 

,> I d . 

22 d l .. ".Iploprr.pnr '3erVlces. 
> l 

" , > (jpveloper of an 

f. 

.)/ :'E'q;j':'~eC tr. ~dii~~dln a1] rec(J{'C:s .3r.J c:~)rr('Spo:1(!E':~ce ~e!,3t~r~~ 

;H to I.hE" lr~ver:t.i('~1 dp'\.i~~opmp:lt servi.C~~ pE':'f':J!"tr.ed f:·")r t~.::tl. 

].) l" :-=:.',')Illt.:r f:..)~· cJ ;:>e~ inrj ;'0t If?s,-:; tn.:irl ~(jreC' y~ .. j:~~ a.ft~=· 

~() xf" 'at ""r~ ,_,t tr.e cOIl'.rart 

- "")-
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S.F. o?/,f'? H.f. -_._-

1 :lormal bU5!npSS t!OU~S u~cn seve;1 day~' wrltte;~ :10tlce £r0~ th9 

2 d~te ot de~ivery serl~ oy cprti~~ed mai:. 

3 1"'1. The rliJillS:: ;,)f l.he pe:'-~":'j~ ;':'0:': :"ac,: ing tG ;H?rfo:":~ t.;,,:c 

4 i~vi?r.ricr. deve~opme~~c service~f L.i:~ nc:;nes i..l11,:";e: ·".J~:.ch the 

C, 

to 

-, 

pers()n is 

dur ii~g tho" 

subs 1 d i.a r y 

dOlns or ~as do~e bus:ness as dr1 l~ve~tio;~ ~?v~~oper 

previo~s te~ years, L~e ~a:;les o~ 6:i Pd(e~t dr1d 

entltles to the perscl~, ar11j the na~es cf dll 

8 entItles that have a contractual obligation to perform 

~ illven~io~ deve~opmenr services for (he person. 

10 ?he prinripdl b~5iness dddres5 of the ~nvcnt!~n 

12 dulh('r~zed to recelve service of process i~ this s~dte. 

; 1 ... a. 

':"4 ::G:)tr.l("t. ~(',r i:lvCrlti.:.::n developm~j"':t services dt any ~irne b2c";re 

IS th~ third i)U5i~e~s ~ay tollowi~q the ddte the c~st0m?r 

.i.6 receive::; dl) executec CI)PY of t:1C:.' ("0otract. 

17 

18 cancellation by written notice de:~ve~ed persn~allj or by 

19 certified mail. A nc<,ce deliverc~ personally ~uSt be 

20 delIvered t.o th(, inven:i.)~ ceveloper's place of b'!:;:~,:·c.,:. hi 

21 the e~d of the third bU3i~ess day Eollowlllg ~he dalP tnat t~P 

22 co~t:-il\~t was e>:ec~ted, and thE?" cancc:llc.tior~ shall take p.tle("t 

23 upon delIvery. Upon delivery 0~ the pers0nal notice, the 

25 aCkl'l)w~ed~;:ng receIpt of the cance:la~ion. 

)6 hy cercified mail must be mailed by ffi,dnight of the third day 

27 followi,ng the ddte tha~ the co:";t~'act was e:<eClJr..=.:d, and tt.e 

28 cancel!alLon shall become effective upon the ~ate ~~e receipl 

2\j i::i slgned. A notice o~ cancellatIon may take dny form which 

;,1 i;)dic,,~es ~:i'at the customer no lor.ger inrer~ds ':') f)O' bGc:nd by 

31 the contract. 

32 c. W~thlr) ten business days ~~[er ~eceipt of t~e n0t~ce of 

1] cdnce!iatlo~, the invention develcper snaiL deliv~r to t~e 

]4 Ctlstomer, persc!1ally O~ by certlfled maii, al~ ~oileys pa:d. 

3S dr)y ['o~e cr other evide~,ce n~ :rdebtel~!leSS, and a~i ma:eria.s 

-8-



S· - ~/'</ H -.t'. ~~ • • 1'. ____ ._ 

l pr<:vided hy the cust0n:.,:·. The inve~tion develop.,r ~ay 

2 condlt.on payment upon a receipt by the custom." a(-~!:uwlpdging 

3 per:,;orldl delivery. 
s _ The following shall be included in the contract: 

s a. A dIsclosure statement In sUDsrantially the follcw!ng 

6 turrn shall appear in boldface type and be located 

"I c:or;spic,",,,,,;ly on a cover sheet that contains no other vo'!" lC lng: 

NOTICE 

'1 ',i,., folloWI!lS disclosure is req'.!lred by section 527G.5 of 

Ie lhc iowa Codp and is expressly made a part o~ lhis contrac~: 

L, Yo" hav<" thfo right to cance: this contract E()r any ~('aS0r. 

12 at any time w,th,n tnree (3) bLJsiness days frem the d~:e yOJ 

:3 '.inl'} ~h~ i~'"e:1:: ion developer s~<;n t:he contract ~nd y:)~. ~pct->i\ie 

1'0 exe~cise this opt lOll you may use 

17 t1me f(l~ noti~i(:dti:)~l is se~, f()rth i:1 t.ilis con:ract 

1<:1 dp·Jel(:pp~· iTlllst ft?!.u:"n :::y cr:>:"tlFied mall or pt?r:::;~-;n.J.: cpl:v~!"y, 

:?O witr;~: tt:"n ;)~JSlilE':::;~ ddyS a~tE':: :E'ceipt of t!--:e ('a-:('I~-': 1..3.;- >_:;1 

~1 n(Jllce, ~ll ~orley p~id d~J ali ;ra~~rials provided e!th'~r by 

22 y"u "r by a~othe~ party on yOu~ bC'half. 

lj J,,1~KS rho 'nvp~t!On d~veloper ,s an attor~py. the 

25 concprrllng 9ate~t, ccpyt-ight, or t:ademark la~, ~hethe; YOIJI-

26 crPdtior1, !dea, or invelltiorl may be paterltable, 0: p!()~ecled 

27 \lnope the patent., copyright, ,)~ trade;;;ark laws (,f t!1e 'jillced 

28 Srates or any other law. 

2Y ddvicl? ::: .­
' .• J to patentability d~d ~ru:ection avai:ablp 

1n pitter~L Idws. 

31 1\ p,.=ttE'i"':t, copyright, .Jr tr3t:!e~a~~ pr0~pcti(;~ '-.h:..l~ n,)t b~ 

32 ~cq'j!re(j fOf YOll by rhe i~v~~~:')n develope~ ,)! by t~~s 

J3 cor.trart". 

-~~ dfft:"c~t.'d by any atte:~r\t tc commerc:'alize yc.ur idec.J ~r 

J~l invp.n~:on befofe a t-Jd~e~!"" .::a:.-)p:'catlOn coverir.g:t 1:.> f.~I:-(! 

--}-
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S.F . . ei?/tf9 M.? 

N0r~('0nfldpntial disclosures of your Idea or i~ve~tion rndY diso 

2. t~':'q~er ce~·tc1in statut".ory je3C:~i.~~es ;::C:" fi l1il;~ rJ J->dt(-r. t . 

.3 appllcaticr. in che u~:ited S~dt2S ~:-.d w"Juld E->rt'\h:.·~:~ yC\.i fro~~ 

~ obt~inlng va~ Id pate~t righ~5 i~ C')~I~t{leS Wh0~~ :dW provj(~~~ 

5 ~h~t p~terlt applIcatIons ~~5t be filed before the(~ ~s a 

~ pub:ic di5c10s~r~. 

7 existing pdterlts, trade~arks, C~ registered copyrigh~s m~y 

8 plac;; yell; in je:)?di'Jy of in:ringir.g the copyright. ?a~ent. or 

9 trade~ark rights of cti1er per50~s i~ you proceerl to ~1~k0, use, 

10 er 5;;li yQU~ idpa or invention. 

" . . D . 

12 fr..Jrrr. ~!'~611 appea-: In t,~n point oo>~face type !.::--I~l,:,·dl\:.tt:l?ly .:..:bu'F-:': 

13 the place where tl,e cilstomer is to sign: 

14 

1 S 

AfTENTIO(\! 

(REA;) C'A'<2[,CLLY) 

lS y:~.",J have threE' (-:.) husi:-;ess days dlJrir,g INtlich yo!.! may 

17 cd'1cel LhiS corl~rac~ tor any reason. 'lou iI~u.:;t de: iV2t" W:-ittE'i: 

i8 {'.)llCe of the ca~ce!lation by certifled ~ail or per5Gr~dl:y tJ 

19 the inuentic:I d~ve10pe~. This oppo:·r.l.nity to cancel the 

20 c')nt(aC'~ will e",):ce or. r"" ldst dc:te thr.t y'''' .>re a~.l"""": ',,) 

21 mail or dcllve: net ice. If yo~ choos~ to use cerl.fled ~a~: 

22 t~ deliver yJ~~ rlotice, It mus': ~e F)ldCed In th~ lJni~ed Sld~es 

23 mall addressed [0 (inse~: ~a~2 of inve~tion developer). ~t 

24 (insert add:res3 r)f ~r~ven::.ion dt::,vell."Jpe~'s placE' 0:· b~L.:;i:1eSS) 

?S with first ~las~ postage prepaid be~ore mldnicht ot (inser' 

26 proper date). I~ you choose [0 pe:30nally d;;llver j0Ur "0" ice 

2" tr) the l~vention developer, i~ ~~st De delivered by th~ e~~ ,)f 

28 the normd! b~s.~;;s~ day on (lnsert proper dace), 

29 advlsed to obtai~ a writte~ st~te~ent f~om the i!lVe!'t!0~ 

3U develo~er ac~r.Qwledgir.g receipt. 

31 Sec. 7. ~E\\ SECTION. 523(;.6 LVIDENCE Of "'lNANCIAL 

32 RESPONSI3ILlry. 

33 1. An inventior. developer s~all maintain as sPcurlty 

3~ evid;;nce of financial responsibility as approved by the 

The securicy 5~aii b2 eit~@r a bond or cash 

<G-



S. r. 0/39 H.f. 

dt:."i"I,,)'Jlt. ~,r; a.n amOIH;t". which is equal to thp greater of. pi:l;e~ 

~ 1:(':: percent of the ~nvl?nti.or. developer'~ gross i:1c(:me f:-o:n the 

1 ~~vpntiun Je~elopm@nt business in this state during t~e 

4 I~ve~tinl' dpvelnper's preceding fiscal year, or twen~y-five 

S rho~l:=.and dollar::;. The co~nissionpr shall approve thp sec~r!ty 

n bpt(~:·p the invent.ion developer renders or offt.'rs tel !'"E'r.Ct>:-

7 i~lventio~ developlncnt services in tJ,is s~ate. 

8 develupe, Shdll have ninety days beginning Ull (he first day 0t 

9 t~u_· inve:ltio;) d,.:'veloper's new flSCol yeilr to C1~it'1ge the 

10 s€rlJrity .-:s :iece:';Sdry to contoflr. to the resu!.rf::·:ll .. ~nts cf ~hi~ 

11 ~.:lb:3~ct". i 0r.. 

2. 

13 commissioner. A copy of the bond shall he filed :n a ~a:,;,pr 

14 <.1nd dccordlnq to procedures appr.oved e>y the ccmmissior.P!". A 

1~ cash deposit shd1l b2 filed with the treasurer of statA i~: d 

10 m~rlr';2: ~:l~ accordir~g to proc~d~res d~proved by the trEasurer 

II elf state 111 COIlsultatioIl ~:ti1 the cc\mmi~sio~er. The t r~aSt1rpr 

18 J[ ,.;ratp ,.;hiJ~1 rlut refund a dt!posit L!:~tll Stxt.y Joy'" [<:o:l,)",j',g 

19 pirhpt' tr.p rja~p rhilt the invpntiun de\.'eloi)e:· hd~ r.ei:l:-;ec d)I:1g 

20 bjSln~SS In ~t,e state or a bond h~s bepn filed ~1~h thp 

21 c{)~mLSSi{)ller in co~piiallce w~th this 5~c~ion. 

22 J • 1'he security shall be in favor of the stat~ ~or tll@ 

)3 ~)F':"':~~lt. ,::f .. ~:1y p~:""50n en~ering ln~();:, c'~ntract W!.~:~ a~tj 

74 rl.=trr.::.ged hy an ln~;E'r.t i.on dev.:-lop.:-r. i E t.he da!T.dqes a:·e c..:l~lspd 

25 by ~Ine cf trlP f,~:low~~g: 

Jr, A ~dilu~e by t~e inventio" deueloppr to pe~tor~ t~e 

27 tprriiS .:,f thp contrar~. 

28 t>. ~h~ ins~lver~y cf ~he inv~ntion develu~er 8r ~h~ 

11 ChrlptPf· ~y the :nvel~tiorl developer. 

An dct.!.(".J:~ 
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S. "'. ~31 ,r'l H.t. 

1 cOlldlllons of t~e bond shall !l~t ~xcped :h~ amocnt of Li1e 

3 Sec. 8. NCII SEC' ION. 523G.7 NEGOtIABLE [~S~RU~ENTS. 

~ Ai~ Invent iOi) deve:'oper S(';3: ... ~ !"':(.;t t.3r(e a r;;7-gct idb:e 

') in.c;t".rinT~ent from a c:...:stomer as ;Jarc of a cont:.=:tct, ur.lp.::;s the 

G negotiable instrume~t is a check c0~st~tu~inq ev;de~ce of t!l~ 

7 custa~e['s o~liqdti0n. A perSGi) l~ possession of d I)egot~dbl~ 

8 instru~ent is not a hOlder In due course as defined in s@ctlon 

<; 554.33112. if the ?":'so,, r.dKes a negotiab:e ir.strdment from .) 

IG Cll~-;t(lml_'( in vi',)la~;ion of this section. 

i 1 Sec. 9. NE·t/ SECTIO~. 523G.B RECORDS AND CORKES?ONn~N~C. 

12 ATl iIlver~tion ripve~\)per sha:l m~~rltain all rec()~,i~ a!~lj 

13 currespolld~~ce relat~n'; tl:) pe~'Ecr~~~ce of each :nventlo~ 

14 devel'Jpm<"nt c(;n~ ract for :out less than th:-ee Y"'2rs at tel' 

l~ expiration of the cc~tract. 

Sec. 10. New SECT 101'. 523G.9 CO~?L;AN(''' 'tilT!! OT'1CR :"A"]S. 

l7 VIOLATIONS AND PENALTIES. 

18 1. The provisiollS ot :his chapter are no: exclus:vp d iF':: 

20 applicable ldw. 

2. 

22 pr0vi~ions of thlS chapt~r lS unenforceabie agair1st the 

23 CLl;;t('",pr dS cont:ary tc public pOl icy. unless the :,~ven'i()c: 

24 developer pro~~s 'lll of the f~llowlng: 

u. The nonconplidnce resl;lt~d from an error. 

(~:) 

26 b. The invention developer follcwed ~easanab:e procedures 

)7 adopted to avoid such errors. 

28 c. The invention developer promptly made a~ a~prOprld[e 

2Y correction upon discovery of t~e noncompliance. 

10 3 • A contract executed by an lnve~tion deve:oper i5 

31 unentorceable against the customer, if the lnve~tion devpl!.pe~ 

32 used deceptive prdct~ces. with a~ in~pr:t to cause (e_lanc~. 

33 regardless of whether the ~ustQ~er was act~ally mi~ied, 

31 deceived, or damaged. 

A provls:on o~ a N7"'.~C:-: waives :) ~ 

- . )-
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1 r:l1S t_'hdpter lS contrary to public policy a~t~ .. 5 'J~"")]cl and 

2 llnp~f(:,:cedb:~. 

3 s. A person may bring a clvil acti0~ against an invencion 

4 developer that uses a deceptlve practice. The perscn ~ay be 

~ awarded damages together with costs and dlsb~r5eme~ts. 

T~le COLi:: i. in:' r ::; 

I dlsCr~tiorl may increase the award of damag~s to d1 amOJ~L f10t 

B to excI'ed three t 1m.", the damages or two t:1UIJS,,,~J five hllndred 

J doll~rs, whichever is qrpater. 

II) G • 

il SP~~1011 S23G.4 s~all rerlde:: any contract s~bseque:ltly e~tpr~rl 

I? lnt(, t.h.otwe~J~ the cust:...>r.p.r and the i~1v~nt io" dpve1o?pr v')~,d,"~bl(' 

i3 by t~p ~ustomer_ 

I . A violation cf this rhapter or a rule ddopce~ by t~e 

:fi sect:on 714.1G. The remedips a~d penalties prc)vided by 

11 :JE'c~i()r' 714.16, i:1cl~.din9 ();Jt 110t 1irr:ir..ed :-.0 provisi~ns 

:8 rcl~ting l() injLnc~ive rei.lef a~2 pen~itles, ~ppij t~ 

Sec. ! I,. NE;'; SLCT:U'J. 52JG.:O REGISTRATION STATE~£~1·. 

..: .I 1. An lnvc~t:~n developer sh~:1 file a regiSt,at:o:l 

L.L ~;t,.Jt~!:1ent wit.h the COIiI;~liss!.cner nor: lc~t(:'r than ~CJY 1. 0':: ea.c:--: 

!l yp.lr. ~, 

'-' .-

d. The na~D and address of the irVentlOn deve"~pe<. 

o. The ~ame dlld address of each owner. officer. or n[~er 

27 ()fftci<.J~ l1f th~ i~'JPn~lOn developer's oL:siness. f:cwev~.· r, ~ f 

~8 tr.p ~I~venr-.i()n developF[ .. 5 d corpurdtion, !'.:l-;e reg,:stfd":iu:1 

2~ st3~~:rlpnt ~~all contdlrl th~ ~ames a:)d dddresseR nt the c~:ef 

l(-~ P~~cutlve c~ficpr and t~~ f~embel·S of the ooa~ri I)f dtre("t.J[So 

J 1 c. A ~escripti0n :)f th~ invention develcpnenl se!'v.ces 

fO:':n ot ccnt~'act 'lsed t',y tr.e :n\}':_'~1" :(~n 

e. A c"py ot t~e !nver1:ion develope~'s ~GS~ r~ce:~t • 



S.F. n.F. 

1 flnanc:al state~&nt, inc~udi;1~ hala~ce sheets and reicit~d 

2 S~,dtemeil-:-,::-; 0~ InCO.;'[K' \)f l!1e :':;·"·.~:-,-':':'C!1 d~vE:l::.£)e:', ?:-ef-).:l=-~d lCl 

3 dcc0rdd~cc with g~nerd~iy acce~:~d accountl~G pri[)c~pie51 

~ ~u~lted by a ce~t~fied p~blic ~cco~nca~t, a~d Ja~0d not mcru 

':> than tNelve mont,hs c:ri()r ;:0 L.:te ria':.e of thf.' .3ppll.ca~,iGn. 

6 r 
L • Th~ total number of C"J:';;-<;!1~2:"S W'ho hav~ COi~~.:-cc:t?d w:!"i} 

7 the inventiorl develope: l~ this state duri~g the i:~ventlo~ 

8 d~veloper 5 preceding fiscal ye~[. 

9 g. The Invention deve:aper's gross income from t~p 

10 invention deve~opment bus:ness i~ this state during the 

!l i~vei~tlon developer's precedi~g fisca! year. 

l2 ~: . The I)~mb~r of custome:s W~0 ilave received from the 

13 lnventlon deve:oper's serVlce~ a!~ amourlt of ~I)~~y In excess 0f 

l~ the amour:t o~ ~oney paid by tho3e custo~ers to lne l~ve~tioil 

15 developer pursuant to d co~tract. 7he a~ount rece:ved by a 

16 customer reported on the 5tateMel~t shall orlly lnclude irlcom~ 

17 earned from the successful development. pro~otlon. licensing. 

18 publishing, exhibitins, or mar~e~ing ()f the customer's 

19 irlverltlol1 pursuant to the con~ract executed bc~ween th~ 

20 Invention deveLoper dnd the C~S~0mer. 

21 2. Tl;e l.nvent. ion developer sr.a:l Sllbr.li: dn a:lnuai fE'C' r::C 

22 the CO~m\SSI0ner in the amount of two hundred flEty dullars. 

73 The fees Shdil be deposited in~o the qe~eral fund cf tile 

21 state. 

2'j J. The inventior. deve~~pel shall submit G copy 0:' t.he 

26 s~rE'ty bond or proof o~ cash ce[los!t as requ ired by 5E'ct~ i or. 

-27 =, 2 3G. 7 . 

2fl 4. The corrunissior:er shall lSZ'...le a cert! f Icate of 

29 complid:~ce [~ inv~rltlo~ developers that have cc~p!ied ~ltl'l 

30 registr~tion req~ire~ents of th~s secti.)~. 

31 Sec. 1 2 . N2W SECTION. 523G.i1 POWERS AND DUTiES OF THE 

3l COMMISSIONER. 

33 The commlSSlor.er shall acr.:i:1ister and enfe;rce ~Cle 

34 p[ovis~ons of this chapter and ~ay do all of the iOllowi~g: 

1. Adopt rules ~ecessary to Jd~i~ister t~15 chapter ir1 

- , 
; .... 



S.F. ~/~ H.F. 

accordanc~ with chapter i7A. 

2 :/. . rnvestigdte the business ~nd business recQrds c)[ 

3 !rlvenll<)ll dev~;cpers and conduct ~ecessary il)Vcsti~atlve 

') 3. Administer oaths and affirmati0r1S, ~ubpcena Wl:.=h:.'SSPS, 

& rp~elV~ eVlderlce, and require the production of ~us:r'0s~ 

7 rpcords relating to a~ investigatlon or proceedillgs. 

8 1. i\pp:y to ttH':" uistrict C011rt Eor iss~ancp (;t an order 

9 r€'qul!'ln9 a person's appearnnce oe~ore the corrJr.i..ssionf';, i: 

l n the p~rsc)n has refused to ob~.!y c subpoena is:.;t:f-<1 ~)y ti":e 

Ii cOlTImi,.;:,:')ner. Tne person may also be required to p.n~~ce 

17 doculTIPncary evidence qermane to the subject ot rhe 

Faill1rp. to obey a court order l.i1der !_l-. .:.s 

l~ su~:;s('ctiol~ constitl:tes cor:tempt of c'out't. 

'j . Issue a~ order directed at an Invention developer to 

iG CPdse and desist from :::ongc:qing :.n which 

17 ("..if thi~ chap~er or a rull? adopt.pd by the com.llissie>ner. Tr.p 

1.8 (>rdt:' I. shell', be bas~d Ol~ ai~ investigat.ion which provicE-s 

lS r~asl)~dbl~ evi2p~ce ()f d violation. 

2U • 1 
" '. CON~TTION TO ENAC~MENT OF CE?TAI~ PR()VISIONS. 

2. S~c~!'(.Jr;:; ')23G.o, S.)3G.lO, and 1)23G.:1 of :~t::.5 Act, 

:.13 ,".hal" •. ,nly be inple:nc';~ted ) f ar:d \Jhet~ the qcr."'ill .'tsse;noly 

74 m.)k~,=; ...=t:1 ~ppt"f)priar.i8n 0:.:J~ iec1st ~.pn ::'hcusa:~d (":':~iar5 ...=t,~d 

is r:>rovl.d(.'s tor the reter.tior~ of one part-time c:prL.: ~0r a (O~nl 

.1& iJE dt lpdst one-half full-t1me equivale:1~ p0si~i~rl devoted t(:: 

21 th~ l!)SUrdnCe div1511)n of t.he departrr.en~ of c();r.;n~!"ce f.:)r tht:' 

.)8 i..rnplemtjrl~.at:lon cf the sectlons. 

~9 2X?LANATiON 

31 ~pvelopme:lt Services Act". T~e bill regulates inv~ntii)~l 

~2 tj.cvp~opers e;1qdg'?C 1;": t.he bu~i.:l'?ss of deve~0p!r~g ()rigl:ldl 

33 ('(:nc*=,pr 0 wh.:..ch rr:.ay DE' ~'e;~t:er~d i:~t':J an artist.i~-:, educa:-l;)t',a~, 

j', I~r' t2c~~olQgicdl pxpr~ssi0~, i~c~udl:~q works, CO~P()stt_.)rlS, 

~:> df':Slqns, n~achinf:'~'., :r.a:;;Jt.:::c:-.. lri:~q t:.'!:," e~~.~i.nef:'r~:-:~ :\.~cn!""::q''':'I~:'';', 

- . ~)-
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_ 3nalyses, or process~s, referred to as rrlnventio:~s'·. Th~ b.:.ll 

3 per5~n 11c~nsed :0 re~~e( ~~g3~ adv~cc: g:~ve~~[~0~rai entit~~~, 

4 nonprofit and phlla~thro?ic o(s~~izatio,~s, 2J~C2~_()n,~1 

5 irlstlcutions, d person 0fte~lr1S gratuitou~ s0~vic~s, dnd A 

6 p~rsoll engaged ,n se~vice5 ~n be~.llf of commcrciJi 

8 T~e hill requIres that i!,vc~ti0n develope:s disrlose 

9 In~ormat!o~ regarding the develo?er's business and 

10 profltabllity of its customers, The bill requires I~at 

II contracts between the parties be In writing alld provides that 

12 eS~~!ltial te~ms be i~cl~ded within ~~le cor~tr~ct, The b iii 

13 provides that C! CllstO[r.~~ L,d::"; d :. ig;--:t to cancel. Co con~ract 

14 wlthln three cays f01icWl~g ~ts e%~~utiOtl. 

1') 'l'hp. bill requires tha:# a de·.,;pl::;i)er submit ,3 S:l:"(.'ty ~ond 0:· 

If. cash deposit. 

i"I 

18 

J ') 

20 

21 

"? <-

23 

The bill establishes [eCordkeepiIlg :·equireme:1ts. It mak",s 

nonccnforming contracts unenforceab:e, prohibits wa:vers of 

stdt~t0ry protPctions, authorizes Civil actions, and make~ 

vlold~ ions of th~ cha;:>ter a violar.ion of chd~t.er 7j." thf:"' 

"Iowa Corlsumpr Fraud Act'l. 

The bii: requtres d!l ann~al fili~S o~ a reqistra:ion 

stdt(::tlE.-I:r. with th2 i:~5l~rc.:i:)c:e civis ... o~_ 

2,·. lQ t.ht-"' comj,]issi.on~r of :nsufdllce to adninist-p:- d:1c1 ·'::1torce ~,"I? 

~~ ch~pter'5 prOVIsIons. 

26 carry out the provisions of the chapter. Tbe com~isSl0ner may 

27 also co~duct irlvestlgdt10~S. issue subpoenaz, pxa~ine records, 

28 d:)d 15Sl1i? ord~rs . 

. ")~) The bill prov~des r.r.at provisior.s ~uthorizir,g tt~~ 

30 commiSSioner to admirlister dnd enforce the p:QV~3l~~S 0~ :~e 

31 chapter are conditioned upon an approprlacion of mGneys to the 

32 insura~ce divlsion. 

34 

-:5- J .. i,/ sc / l .~ 
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-------
HOUSE AMENDMENT TO 

SENATE FILE 2189 

Aree~d Senate File 2189, as passed by the Senate, as 
2 fol2ows: 
3 

" 5 

7 
6 
~; 

:0 

Page 5, ~ine 26, by strikir.g ~he figure 
"521G.4" and ir.serting the fOilowing: "523G.4". 

2. Page 9, line 9, by stri~i~g the figure 
"S27G.5" and inserting the fo!lowlng: "523G.5". 

3. ?age 14, li~e 27, by stri~ir.g the £igure 
"S23G.7" and i~serting the followIng: "523G.6". 

4. ?itl~ ~~qe, liJe ., by ;n~grti~~ ~fter ~he 
wcrd I'services," the folio~inq: "provIding for 
fees f" 

RECEIVED FROM TaS HOUSE 

5-5530 
/ 

FILED A?RI~ 2, 1992 
,-- ,.~ ",' '- . -,,-.,.,:·_'I_ ... ~ i l '.;: ... / "/':' . ,J._ :_"", .. ,. 

SENA'I'f: FILE 2l1l9 
FISCAL NOTE 

Ll.,:.~ l,;'jeJ ~r. (~e, .... {~lll;:lr:i') :r.i·, fisc,:1~ note is :tVal .. 10:.:: 
,,', ::.~i.l~ ~;,.;r\·,.hl lo) ~l2ml')l.'''s (,! t~e :.E:.~isl.~::l..:r(' IJ~O:; rC:~.Je';i 

-- --- .--. 

:; ! , , 
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1 Section 1. FIN~INGS. The general assembly finds and 

2 declares all of the following: 

3 1. Some members of the general public. commonly referred 

4 to as inventors. are engaged in the pursuit of creating 

5 original concepts which may be rendered into an artistic. 

6 educational. or technological expression. including works. 

7 compositions. designs. machines. manufacturing or engineering 

8 techniques. analyses. or processes. 

9 2. These achievements or improvements often benefit the 

10 public welfare and are fostered by copyright. patent. and 

11 trademark laws which protect the property rights of invento~s. 

12 3. Inventors cO~E.itting time and capital in this process 

13 are convinced of the commercial potential of their inventions. 
:4 but ofte~ do not have the resources or expertise necessary to 

15 develop, manu~acture. or market the inventions. 

16 4 . Inve~tors do not generally earn a livelihood from 

17 developing, manufact~ring. promoting. or marketing inventions; 

18 ~anufacturing or marketing products; marketing designs; 

19 p~b:ishing or exhibiting works or compositions; or owning, 

20 operating, or controlling commercial enterprises. 

21 5. There is a significant number of other persons, 
22 sometimes referred to as invention developers, who profit from 

23 the eagerness of inventors to expend substantial sums for 
24 services represented as important to exploit the co~~ercial 

25 va~ue of inventions. 

26 6. Invention developers' services are generally of~ered 

2i for sums ranging from five hundred to eight thousand dollars 

28 and either a percentage of the income that may be derived from 

29 the sale or marketing of an invention or a partial ownersh:p 

30 interest in the invention. 

31 7 . Inventors generally playa passive role in the 
32 development, prorrotion. publishing, exhibition, manufacture, 

33 rr.arketing, or sale of their inventions after ey.ecu~ing a 
34 contract wi~h an ir.ven,ion developer, and usually do li~t:e 

35 more than :eceive periodic reports issued by the :nvention 
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1 developer. 

2 8. An extremely small number of inventors realize profits 

3 from inventions, regardless of the services purchased from 

4 invention developers. 

5 9. Invention development services are frequently connected 

6 to sales practices and business methods which are fraudulent 

7 or deceitful. and may impose financial hardship upon persons 

8 residing in this state. 

9 10. Existing legal provisions protecting inventors are 

10 inadequate to prevent these abuses. 

11 11. The invention development services field has a 

12 significant impact upon the economy and well-being of this 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 
26 

27 

28 

29 

30 

31 

32 

33 

34 

state and its local communities, and the provisions of this 

Act reg~lating the activities of investment developers are 

necessary for the public welfare. 

Sec. 2. NEW SECTION. 523G.l 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 CF~PTER. 

The general assembly declares that the purpose of this 

chapte~ 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, 
onerous contract terms. harmful financial practices, and other 

unfair, dishonest. deceptive, destructive. unscrupulous, 

fraud~lent. or discriminatory practices which threaten the 

public welfare. 
Sec. 4. NEW SECTION. 523G.3 DEFINITIONS. 

As used in this chapter. unless the context otherwise 

requires: 

1. "9~siness record" means a record maintained by an 

invention developer :elating to invention development 

• 35 services. :ncluding but not :imited to contracts. files. 
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1 accounts, books, papers, photographs, and audio or visual ... 

2 tapes. 

3 2. "Commissioner" means the commissioner of insurance or a 

4 person designated by the commissioner to act on the 

5 co~~issioner's behalf. 

6 3. "Contract" means an agreement between an invention 

7 developer and a customer under which the invention developer 

8 promises to perform invention development services for the 

9 customer. 

10 4 . "Customer" means a person who is solicited by, inquires 

11 aboJt, seeks the services of, or enters into a contract with 

12 an invention developer. 

13 5. "Deceptive practice" means cOr.u:lunicating a false or 

14 fraudulent statement, providing false pretense, making a :alse 

15 pronlse or misleading statement, misrepresenting a fact, 

16 o~itti~g a ma~erial fact, or failing to make all disclosures 

17 :eq~ired by this chapter. 

18 6. "Fee" means a payment made by a customer to an 

19 i~vention developer, including reimbursements for expenditures 

20 ~ade or costs incurred by the invention developer. However, 

21 "fee" does not include a payment made from a port~on of the 

22 income received by the customer which resulted from invention 

23 develop~ent services performed by the invention developer. 

24 7. "Invention" means an original concept which may be 

25 :e~de:ed into an artistic, educational, or technological 

26 expressiOn, inc:uding works, compositions, designs, machines, 

27 manufacturing or engineering techniques, analyses, or 

28 processes. 

29 8. "Invention developer" means a person who performs 

30 invention development services in this state or offers, 

3: through any neans of communication, to perform invention 

32 development services in this state. However, an invention 

33 developer does not include the following: 

3~ a. A person licensed by a state or the Unlted States to 

35 render legal advice, :f the person acts wi~hin the scope of 
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4It 1 the license. However, if the person is a corporation, all of 

2 its stockholders or members must be licensed. If the person 

3 is a partnership, all of its partners must be licensed. 

• 

• 

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

5 

6 

7 
8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

l8 

19 

20 

21 

22 

23 

24 

25 

25 

27 

28 

29 

30 

31 

32 

government. 

c. A political subdivision. 

d. A nonprofit organization registered pursuant to state 
law. 

e. A charitable, scientific, educational, or religious 

orga~ization registered pursuant to state law. 

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

developme~t services. 

g. A person who provides researching, marketing, 

surveying, or other kinds of consulting services to 

professional manufacturers, marketers, publishers, or others 

pu~chasing such services as an adjunct to their traditional 

co~~ercial en:erprises . 

9. "I~ven:ion development services" or ·services· means 

acts required, promised to be per:ormed, or actually performed 

by an inve~tion developer for a customer pursuant to a 

contract which involves facilitating the development, 

promotion, licensing, pUblishing, exhibiting, or marketing of 

an invention. 

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

1. If an invention developer contemplates entering into a 

contract or if the invention developer contemplates 

performance of a phase covered in a contract, the invention 

developer shall notify the customer by a written statement. 

The invention developer 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 from the 

33 customer, be:ore the customer first executes the contract. 

34 2. The invention developer shall make a written disclosure 

35 t~ the customer of the information required ~n this section. 
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1 The disclosure shall be made in either the first written 

2 communication from the invention developer to a specific 

3 customer or at the first meeting between the inve~tion 

4 developer and a customer. The written disclosure shall 

5 contain all of the following: 

6 a. The median fee based on fees charged to all customers 

7 who have executed contracts with the invention developer in 

8 the preceding six months. excluding customers who have 

9 executed a contract in the preceding thirty days. 

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

11 (I) The total number of customers who have executed 

!2 contracts with the invention developer. except that the number 

l3 need ~ot reflect those customers who have executed contracts 

l4 within t~e preceding thirty days. 

15 (2) ~he number of customers who have received from the 

16 ir.ventio~ developer's services an amount of money in excess of 

17 the amo~nt of money paid by those customers to the inventio~ 

18 developer pursuant to a contract. The amount received by a 

19 customer reported o~ the statement shall only include income 

20 earned fro~ the successful development, promotion. licensing, 

21 p~blishing, exhibiting. or marketing of the customer's 

22 invention pursuant to the contract executed be~ween the 

23 invent~on developer and the customer. 

24 c. A netice appearing in substantially the following ferm: 

25 WARNING 
26 The following disclosure is required by section 527G.4 of 

27 the Iowa Code: 

28 The person you are dealing with is an invention developer 

29 regulated under chapter 523G of the Iowa Code. Unless an 

30 i~vention developer is an attorney licensed to practice in 

32 t~is state, the invention developer is prohibited from 

32 provid~ng you legal advice concerning patent. copyright, or 

33 trademarK law or to advise you of whe~her your creation, idea. 

34 or inve~tion may be patentable or may be protected under the 

35 patent. copyright, or trademark laws of the United States oc 
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ill 1 a~y other law. A registered patent agent may give advice as 
2 to patentability and protection available under the patent 

• 

• 

3 laws. 

4 A patent. copyright. or trademark protection cannot be 

5 acquired for you by the invention developer. Your potential 

6 patent rights may be adversely affected by any attempt to 

7 commercialize your idea or invention before a patent 

8 application covering it is filed. Nonconfidential disclosures 

9 of your creation. idea. or invention may also trigger a one-

10 year statutory deadline for filing a patent application in the 

11 United States. after which you would be banned from receiving 

12 any pate~t protection in the United States. and would preve~t 

13 you ~rom obtaining valid patent rights in countries whose law 

14 p=cvides t~at patent applications 

15 is a public disclosure. 

must be filed before there 

16 Your failure to identify and investigate existing patents. 

17 tradema~ks. or registered copyrights may place you in jeopardy 

18 of in~ringing the copyright. patent. or trademark rights of 

19 othe= persons if you proceed to make. use. or sell your 
20 creation. idea. or invention. 

21 If you assign even a partial interest in the inve~tion to 

22 t~e invention developer. the invention developer may have the 

23 right to assign or license its interest in the invention. or 

24 make. us~. and sell the creation. idea, or invention without 

25 your consent and may not have to share the profits with you. 

26 d. A copy of a current registration certificate issued 

27 pursuant to section 523G.IO. 

28 Sec. 6. NEW SEC~ION. ~23G.5 CONTRACTS. 

29 

30 

31 

32 

33 

34 

35 

1. A contract shall set forth information required in this 

section in at least ten point type. 

2. The contract shall describe fully and in detail the 

services that the invention developer contracts to perform :or 

the customer. 

3. The contract shall sta:e the following information: 

a. :f the invention developer contracts to construct one 
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1 or more prototypes, models, or devices embodying the invention 

2 of the customer, the total number of prototypes to be 

3 constructed and whether the invention developer contracts to 

4 sell or distribute such prototypes, models, or devices. 

5 b. 
6 made, 

7 c. 

8 (1) 

If an oral or written estimate of customer earnings is 

the estimate and the data upon which it is based. 

A single statement setting forth both of the following: 

The total number of customers who have executed 

9 contracts with the invention developer, except that the number 

10 need not reflect those customers who have contracted within 

11 the preceding thirty days. 

12 (2) The number 0: customers who have received fr~m the 

l3 invention developer's services an amount of money in excess of 

14 t~e amcur.t of money paid by those customers to the invention 

15 devecope, pursuan: to a contract. The amount received by a 

16 c~stomer reported cn the statement shall only include payments 

17 fer s~·~ices per:c,med by the invention developer involving 

• 

18 the development, promotion, licensing, publishing, exhibiting, ~ 

19 or marketing of the customer's invention pursuant to their 
20 contract. 

2~ d. ~he expected date of completion of the :nvention 

22 development services. 

23 e. The extent to which the terms of the contract 

2, effectuate or make possible the purchase by the invention 

25 deve:oper of an interest in the title to an invention. 

26 f. A statement explaining that the invention developer is 

27 required to maintain all records and correspondence relating 

28 to the invention development services performed for that 

29 customer for a period not less than three years after 

30 expiration of the contract. 

31 g. A statement explaining that the records and 

32 correspondence required to be maintained pursuant to section 

33 S23G.8 shall be made available to the customer or 

34 representative for review and copying a~ the expense of ~he 

35 custorr.er en the premises of the ir.vention developer Curing 
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normal business hours 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 

invention development services for the person. 

1. 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 ccntract for invention development services at any time before 

15 

16 

17 

18 

19 

20 

2l 

22 

the third business day following the date the customer 

~eceives an executed copy of the contract. 

b. ~he customer must notify the invention developer of a 

cancellation by wr:tten notice delivered personally or by 

certified mail. A notice delivered pe~sonally must be 

de:ivered to the invention developer's place of business by 

the end of the third business day following the date that the 

contract was executed, and the cancellation shall take effect 

23 upon delivery. Upon delivery of the personal notice, the 
24 inventicr. 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 following the date that the contract was executed, and the 

28 cancellation shall become effective upon the date the receipt 

29 IS signed. A notice of cancellation may take any form which 

30 indicates that the customer no longer intends to be bound by 

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

33 cancellation, the invention developer shall deliver to the 

34 cuscome:, personally or by certified mail, all moneys pale, 

~ 35 any note or other evidence of indebtedness, and all materials 
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1 provided by the customer. The invention developer may 
2 condition payment upon a receipt by the customer acknowledgir.g 

3 personal delivery. 

4 5. The following shall be included in the contract: 

5 a. A disclosure statement in substantially the following 

6 form shall appear in boldface type and be located 

7 conspicuously on a cover sheet tha~ contains no other writing: 

8 NOTICE 

9 The following disclosure is required by section 527G.5 of 

10 the Iowa Code and is expressly made a part of this contract: 

11 You have the right to cancel this contract for any reason 

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

13 and the invention develope: sign the contract and you receive 

14 a ful:y executed copy. To exercise this option you may use 

15 certified mail or personally deliver to this invention 

16 developer written notice of your cancellation. The method and 

17 time for notification is set forth in this contract 

18 immediately above the place for your signature. The inver.tion 

19 developer must return by certified mail or personal delivery. 

20 within ten business days after receipt of the car.cellation 

21 notice. all money paid and all materials provided either by 

22 you or by another party on your behalf. 

23 Unless the invention developer is an attorney, the 

24 invention developer is prohibited from giving you legal advice 

25 concerning patent. copyright, or trademark law. whether your 

26 creation, idea. or invention may be patentable, or protected 

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

28 States or any other law. A registered patent agent may glve 

29 advice as to patentability and protection available under the 

30 patent laws. 

31 A patent, copyright, or trademark protection will not be 

32 acquired for you by the inver.tion devecoper or by this 

33 contract. Your potential patent rights may be adversely 

34 affected by any attempt to commercialize your idea or 

35 invention before a patent application covering it is filed. 
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~ 1 Nonconfidential disclosures of your idea or invention may also 

2 trigger certain statutory deadlines for filing a patent 

• 

3 application in the United States and would prevent you from 

4 obtaining valid patent rights in countries whose law provides 

5 that patent applications must be filed before there is a 

6 public disclosure. Your failure to identify and investigate 

7 existing patents, trademarks, or registered copyrights may 

8 place you in jeopardy of infringing the copyright, patent, or 

9 trademark rights of other persons if you proceed to make, use, 

10 or sell your idea or invention. 

11 b. A disclosure statement in substantially the following 

12 fom shall appear in ten point boldface type immediately above 

13 the place whe~e the customer is to sign: 

14 ATTENTION! 

15 (READ CAREfULLY) 

15 You have three (3) business days during which you may 

17 cancel this contract for any reason . You must deliver written 

18 notice of the cancellation by certified mail or personally to 

19 the i:1Vent ion develope:. This opportunity to cancel the 

20 cor-tract wi 11 expire on the last date that you are allowed to 

21 mail or deliver notice. If you choose to use certified mail 

22 to deliver your notice, it must be placed in the United States 

23 mail addressed to (insert name of invention developer), at 

2~ (inse~t address of invention developer's place of business) 

25 with first class postage prepaid before midnight of (insert 

26 prcpe: date). If you choose to personally deliver your notice 

27 to the invention devefoper, it must be delivered by the end o~ 

28 the normal business day on (insert proper date). You are 

29 advised to obtain a written statement from the invention 

30 developer acknowledging receipt. 

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

32 RES?ONSIBILITY. 

33 1. An invention developer shall maintain as security 

34 evidence of financial responsibility as approved by the 

~ 35 corr~issioner. The security shall be either a bond or cash 
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1 deposit in an amount which is equal to the greater of either 

2 ten percent of the invention developer's gross income from the 

3 invention development business in this state during the 

4 invention developer's preceding fiscal year, or twenty-five 

5 thousand dollars. The commissioner shall approve the security 

6 before the invention developer renders or offers to render 

7 invention development services in this state. The invention 

8 developer shall have ninety days beginning on the first day of 

9 the invention developer's new fiscal year to change the 

10 security as necessary to conform to the requirements of this 

11 subsection. 

12 2. A surety who issues a bond must be approved by the 

13 comrr.issioner. A copy of the bond shall be filed in a manner 

14 and according to p~ocedures approved by the commissioner. A 

l5 cash deposit shall be filed with the treasurer of sta~e in a 

16 ma~~er and acco~ding to procedures approved by the treasu~e, 

17 of state in cor.sultation with the commissioner. The treasurer 

18 cf state shall not refund a deposit until sixty days following 

19 either the date that the invention developer has ceased doing 

20 business ir. the state or a bond has been filed with the 

21 corr~issioner in compliance with this section. 

22 3. The security shal2 be in favor of the state for the 

23 benefit of any person entering into a contract wi~h and 

24 darr.aged by an invention developer. if the damages are caused 

25 by one of the following: 

26 a. A failure by the invention developer to perform the 

27 ter~s of the contract. 

28 b. The insolvency of the invention developer or the 

29 cessation of the invention developer's business. 

30 c. The intentional violation of a provision of this 

3c Chapter by the invention developer. 

32 A person claiming against the security may maintain an 

33 action at law against the invention developer. An action 

34 aga:nst a bond may also include the surety. The aggregate 

35 liability of t~e surety to all persons for a:1 breaches of 
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1 conditions of the bond shall not exceed the amount of the 
2 bond. 

3 Sec. 8. NEW 
4 An invention 

SECTION. 

developer 
523G.7 NEGOTIABLE INSTRUMENTS. 
shall not take a negotiable 

5 instrument from a customer 
6 negotiabl e instrument is a 

as part of a contract, unless the 

check constituting evidence of the 

7 customer's obligation. A person in possession of a negotiable 
8 instrument is not a holder in due course as defined in section 

9 554.3302, if the person takes a negotiable instrument from a 

10 customer in violation of this section. 

11 Sec. 9. NEW SECTION. 523G.8 RECORDS AND CORRESPONDENCE. 

12 An invention developer shall maintain all records and 

13 correspor.dence relating to performance of eac~ invention 

:4 development con~ract for not less than three years after 

15 expiration of the contract. 

l6 Sec. :0. NEW SECTION. 523G.9 COMPLIANCE WITH OTHER LA~S, 

::. 7 VIOLA::ONS AND PENALTIES. 

18 1. The provisior.s of this chapter are not excl~sive a~d do 

19 not relieve persons or a contract from compliance ~ith other 
20 applicable law. 

21 2. A contract which fails to comply with the applicable 

22 provisions of this chapter is unenforceable against the 

23 custoner as contrary to public policy, unless the invention 

24 develope~ proves all of the following: 

25 a. The noncompliance resulted from an error. 
26 b. The invention developer follo~ed reasonable procedures 
27 adopted to avoid such errors. 

28 c. The invention developer promptly made an appropriate 

29 correction upon discovery of the noncompliance. 
30 

31 

32 

33 

34 

35 

3. A contract executed by an invention developer is 

unenforceable against the customer, if the invention developer 

used deceptive practices, ~ith an inte~t to cause reliance, 

regardless of whether the customer was actually misled, 
deceived, or damaged. 

4. A proviSion of a contract whic~ waives d provlsion of 
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1 this chapter is contrary to public policy and is void and 

2 unenforceable. 

3 5. A person may 

4 developer that uses 

bring a civil action against an invention 

a deceptive practice. The person may be 

5 awarded damages together with costs and disbursements, 

6 including reasonable attorney fees. The court in its 

7 discretion may increase the award of damages to an amount not 

8 to exceed three times the damages or two thousand five hundred 

9 dollars, whichever is greater. 

10 6. Failure to make an initial disclosure required by 

11 section 523G.4 shall render any contract subsequently entered 

12 into between the customer and the invention developer voidable 

13 by the c~stomer. 

14 7. A violation of this chapter or a rule adopted by the 

15 co~~issioner pursuant to this chapter is a violation of 

16 section 714.16. The remedies and penalties provided by 

17 section 714.16, including but not limited to provisions 

18 rela~ing to injunctive relief and penalties, apply to 

19 violations of this chapter. 

20 Sec. 11. NEW SECTIO~. 523G.IO REGISTRA:'ION STATEMENT. 

2l 1. An invention developer shall file a registration 

22 state~ent with the commissioner not later than May 1 of each 

23 year. The registration statement shall contain all of the 

24 following inforreation: 

25 a. The name and address of the invention developer. 

26 b. The name and address of each owner, officer, or other 

27 official of the invention developer's business. However, if 

28 the invention developer is a corporation, the registration 

29 statement shall contain the names and addresses of the chief 

30 executive officer and the members of the board of directors. 

31 c. A description of the invention development services 

32 offered. 

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

34 developer. 

35 e. A copy of the invention developer's most recen~ 
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1 financial statement, including balance sheets and related 

2 statements of income of the invention developer, prepared in 

3 accordance with generally accepted accounting principles, 

4 audited by a certified public accountant, and dated not more 

5 than twelve months prior to the date of the application. 

6 f. The total number of customers who have contracted with 

7 the invention developer in this state during the invention 

8 developer's preceding fiscal year. 

9 g. The invention developer's gross income from the 

10 i:we:1tion development business in this state during the 

11 invention deve:oper's preceding fiscal year. 

12 h. The number of customers who have received from the 

13 invention developer's services an amo~nt of money in excess of 

14 the amount of money paid by those customers to the inven~ion 

15 develcpe~ pursuant ~o a contract. 

16 customer reported on the statement 

The amount received by a 

shall only include income 

17 earned ~rom the successful development, promotion, licensing, 

~ 18 publis~ing, exhibiting, or marketing of the custome~'s 
19 invention pursuant to the contract executed between the 

20 invention developer and the customer. 

• 

21 2. The inventio:1 eeveloper shall submit an annual fee to 

22 the ccmmissioner in the amount of two hundred fifty dollars. 

23 The fees shall be deposited into the general fund of the 

24 state. 

25 3. The invention 

26 surety bond 0: proof 

27 523G.7. 

developer shall 

of cash deposit 

submit a copy of the 

as required by section 

28 4. The commissioner shall issue a certificate of 

29 compliance to invention developers that have complied with 

30 registration requirements of this section. 

31 Sec. 12. NEW SECTION. 523G.ll POWERS AND DUTIES OF THE 

32 CO~R!SSIONER. 

33 The commissioner 

34 previsions of this 

shall administer and enforce 

chapter and may do all of the 

the 

following: 

35 1. Adopt rules necessary to administer this chapte~ in 

-14-
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1 accordance with chapter 17A. 

2 2. Investigate the business and business records of 

3 inventio~ developers and conduct necessary investigative 

4 procedures. 

5 3. Administer oaths and affirmations, subpoena witnesses, 

6 receive evidence, and require the production of business 

7 records relating to an investigation or proceedings. 
8 4. Apply to the district court for issuance of an order 

9 requiring a person's appearance before the commissioner, if 

10 the pe~son has refused to obey a subpoena issued by the 

11 commissioner. The person may also be required to produce 

12 dccume~tary evide~ce germane to the subject of the 

13 inves~igat:on. Failure to obey a COJrt orde~ under this 

l~ subsection constitutes contempt of court. 

15 5. Issue an order directed at an invention developer to 

16 cease and desist from engaging in an act which is in violation 

17 of this chapte~ or a rule adopted by the co~~issioner. T~e 

18 order shale be based on ar. investigation whicr. provides 

19 reasonable evidence of a violation. 

20 Sec. 13. CONDITION TO ENACTMENT OF CERTAIN PROVISIO!':S. 

21 Sections 523G.6. 523G.IO, and 523G.ll of this Act. 

22 regarding duties and authority of the insurance commissior.er. 

23 sha"l only be imple~ented if and wr.en the general assembly 

24 makes a~ appropriation of at least ten thousand dollars and 

25 ~rovides tor the rete"tion of one part-time clerk for a total 
26 of at least one-half full-time equivalent position devoted to 

27 the insura~ce division of the department of commerce for the 

28 implementation of the sections. 

29 EXPLANATION 

30 This bill creates a new chapter, known as the "Invention 

3l Development Services Act". The bill regulates invention 

32 developers engaged i~ the business of developing original 

33 concepts which may be rendered into an artistic. educational, 

34 or tecr.nological expression. incl~ding works. co~positions, 

35 designs, machi~es. ma~ufacturing or engineering techniques. 

-15-
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1 analyses, or processes, referred to as "inventions". The bill 
2 excludes from the definition of an "invention developer" a 

3 person licensed to render legal advice, governmental entities, 

4 nonprofit and philanthropic organizations, educational 

5 institutions, a person offering gratuitous services, and a 

6 person engaged in services on behalf of commercial 

7 ente:prises. 

8 The bill requires that invention developers disclose 

9 i~formation regarding the developer's business and 

10 profitability of its customers. The bill requires that 

11 contracts between the parties be in writing and provides that 
12 esse~tial terms be included within the ccntract. The bill 

13 provides that a customer has a right to cancel a contract 

14 within three days following its execution. 

15 The bill requires that a developer submit a surety bend or 

16 cash deposit. It limits payments by negotiable instruments. 

17 

18 

19 

20 

21 

The bill establishes recordkeeping requirements. It makes 

nonconforming contracts unenforceable, prOhibits waivers of 

statutory protections, authorizes civil actions, and makes 
violations of the chapter a violation of chapter 714, the 

"Iowa Consumer Fraud Act". 

~he 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 

25 chapter's provisions. The commissioner may adopt rules to 

22 

23 

2.; 

26 carry out the provisions of the chapter. The commlssioner may 

27 also conduct investigations, issue subpoenas, examine records, 

28 and issue orders. 

29 

30 

31 

32 

33 

34 

35 

The bill provides that provisions authorizing the 
commissioner to administer and enforce the provisions of the 

chapter are conditioned upon an appropriation of moneys to the 
insurance division. 

BACKGROUN~ STATEMENT 

SUBMIT~ED BY ~HE AGENCY 

This bill creates a new chapter which regulates ?ersons 

-16-
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1 engaged in the business of developing inventions. It req~ires 4It 
2 a filing with the insurance division by invention developers 

3 and reduces the potential injury to developers which might 

4 occur without complete and accurate disclosure of material 

5 information. 

6 

7 

8 

9 

10 

11 

13 

14 

1 -.:l 

16 

:7 

18 

:9 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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AN ACT' 

RELA't'WG 1'0 INVEnTION DEVELOPMENT SERVICES, PRovtolNG rOR FEES. 

AND MAKIIIG PENAt..'TIES APPLICABLE. 

Bf. IT ENACTED 11'1 1'HE GENERAL ASSt!1BL't 0' raE STAiE OF IOWA: 

S~ct.on 1. FINDINGS. The 9.n.,.1 a$s~~hly find~ and 

dee14r~s allot tn. tollovin9: 

1. So~~ ~.~bers of the general public. c~~only t.r~rred 

to .liS Inventors, are enQ&ged in the P\Hfiult of creat 1n9 

orlqinal concepts which ~y be rendered into an art.stlC. 

educational, or technoloQical .xpr.~9ion. includIng wor~6. 
cO~POlitlon5. de$lq~ •• ~&Chlnes. ~an~(acturinq or en9ineerinQ 

technlq'JeS, analyses. or processe!i. 
2. These Achieve~ents or i~provement. often benetit the 

publlc welfare and are tostered by copyright, p.tent, and 
tr&d.mar~ laws which protcct the property riqhts of lnventOts. 

). Inventors co~ittinq tiDe and c.pit~l in thl~ proce~~ 
Are con·.'inced of th~ C'ol'Vl'l~tcial potenti.lIl ot thelr irlVent ion~. 
but otten do not have the resources or expf'rtise neces~Ary to 
de·/elop. I'IUlnufdcture. or marke~ the i.n ..... ntions. 

4. Inventors do not Q.nf'rally ~arn a 11vellhood trvm 
de .... elop.nQ. rnanlltact'JllnQ. pro;"lotinq. or D..rketinq inventlons; 
mdln'Jfacturillq or rMr~etinq products; ."I'I.u~etlnq de51qns; 
publ15hinq or exhibitinq work.s or compositions: ·:>r o .... n1nq, 

op~rdltlnq, or controll1nq cG~erci~l entcrpr~$e$. 
S. There 15 a siqnltlcAnt nu~ber of other per$ons, 

50metlnes referred to as inventlon developers. who proflt from 

• 
Sellate Fil. 2189. p. 2 

the ~olI9prn.r~II of lnvpntor~ to expf'nd I;ubstant lAl SlIms ~or 

servicc~ r.pr(>~ented A!l important to .Xpl01t the C01lW(>rclal 
value of inv~ntlOI\s. 

6. In~entlon developers' &crvic~s are q~n"ally offered 
for sums ranqlnq trom flve hllndred to e~qht thollsJlnd dollars 
olnd elth.r a p.rcent49 Q ot the incolt'e th.t rflay be derived froJl" 
t~f' salo or ~ark.etinq ot an lnventlon or olI p~rtlal Qwn~rs~ip 

interc5t il\ the invention. 
7. Inventors qenerally playa passive role In the 

develop~ent. pro~otlon. publishinq. e~hlbltlon. manufacture. 
rfldlr~etin9. or s31e of thf'ir inv~ntion8 after execotlnq ~ 

contract Wlt" an lnventlon dov~lop~r. and usudlly do little 
more th"n reC~lVe penodic report' Issued by the arwent,on 
developer. 

e. An extre~f'ly s~all numb~r of inventors redliz(> profits 

fcc·(I'I lnventionll. r~9ardl.&s of the serVlces purcnasert frolll 

Invention df'velopers. 
9. Invention develop':"Ient services areo freqlJently COlln('ct~d 

to sdles prActlcc~ ~nd bUSlne8S mpthoda whlCh dre frAu~ulent 
or deceiUul. dnd mollY impose- flnancul hd:rd,hlp upon persons 
re~idinq ln thiS stdlte. 

10. Exlstinq le9al proviSions protectinq in .... ntors are 
lnadequ.te to prevent these .buscs. 

11. The inv .. ntion de·.'('lopmcnt service, fleld hd~ a 
si9nlflcant impact opon the econoJ'{',y and wpll-bcinq of thiS 

!'St.lte and its l()cal COioJllunlt ies, .lnd the provi5lons of Uns 
Act reqlll~tlnq the dctivitle~ of invest~ent develop~rs ale 

ncce~~ary for thp public wplt~re. 
Sec. '}. !lEW SECTlON. ,>nG.l SHOIH TITLIL -_._ .. --
ThiS cholpter Shall bp kncwn and ~y be cited .~ t~(' 

·In·.'o:.>nt ion Develop(:',,,,,nt Servlces A<:t ". 

SeC'. 3. ~a::W SECTI~~. '>2)G.2 PURPOSe: Of THE CHAPTF.R. 

Thp q(>n~c~l assembly d~clarp!'S thdt the- purpo~e of t~is 

... hdPt~c l~ lO ~t\(~~'Jard thp pllblic a~dinst fralld, d'·CPlt. 
P'o£,v::o\ti0n, and finanCial h"rdship. and to fo,ter and 

(J) 
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pncC'uraqt> C'):'"Ip~tltion. t.ur dtoll1l1q. dn,' pt:;.~re~ltl In th~ 

fl.ld of invention dpv~lop~~nt servlCf~ ~y pronlbltlnq Of 

IPstr Ict lnq d.ce-pt l'J~ practicps. ~l~lpol,jinq advert L~lnq. 

'.>n.rou'" controitct terllls. harmt'JI flnanCl<11 prel<:tu:.;>s. an..j othel 

unfall, dISh,)ne5\ I d.cept1ve. de,t ruct I· .... unscrupulc·uo;, 

trdudul~nt. or d~~~rllllinatory ~reletle.~ w~&eh thrl!'a\.n the 

public welf.up. 

Sec. 4. ~~~~TJON. S2JG.J DEfINITIONS. 

As used 1n \hlS cnapt~r. unles!l th. cootext ottl~rwise 

r.quirta: 
1. "BtJsintss r.cord·· ~e.n5 • record r.,alotal"pd by eln 

irl'lt'nt len d.veloptr r.latinq to invont ion d~v.lopment 

s.rV1C.', ineludinq but not limited to contracts. filts. 

.ccoun~s, boo~s, papers, phot09rdphs. and AudIO or vlsu.tl 

t apps. 
2. ··C('m..~ISSlon.r·· means tt"lp comtrllssioner of lnsurance or a 

person dp~lqnat.d by the cO~~16siont'r to act on the 

CO~IS9.ont'r·5 behalt. 

J. "Contrdct" ,., •• ns an aqrepl"lent b.t __ e.n an il'lventlon 

develop~r and a cu~tom.t under whlCh the inventlon dev.loper 

promises to p.rtor~ inv.ntlon d.vtlo~ent services for thp 

custO:'l'l.r. 

4. ··Custom.r· means a 

about, see~s the s.rvices 

an in ..... nt Ion dev.lop .. r. 

person 

of. or 

who is SOllClt.d by. Inquires 

enters Into a contract ~lth 

'>. "Decept lvl' practlet" m~ .. ns COI!'l"I\,lJ\ieatinq a false or 

frAudul.nt stelttment. provldln9 toll~. pr.te,\s~. ma~lnq .. falst' 

promist' or rals1eddlnq st.te~t'nt, mi~r.prt'sentinq 01 (elet, 

o~ittlnq a ~atprlal tact, or td.lllnq to make .t11 dlsclo~ur.~ 

r.quirpd by thlS chapter. 
6. ··re.·· tI'Icelns a p~i,..ent made by a C.lstCtI'Ier to an 

inv.ntlon d.· .. elop.r. includinq reuTlbucserrents fvr e),pendit.uI.~ 

made rH costs incu' red by the lnv.nt lcn develop'!'r. Hot.'ever. 

·'f.e·· d'Jes not Incl",d • .! paylll('nt "'olde frol'!l a portion of tnt' 

inco~. r.c.ivpd by the custo~er WhlCh ,psulted tro:'l'l InVeJ\tlon 

dt''''''lop;'l'len~ servIces pertorlllt"d by the .n' .. ention de·ltlop.t. 

S~n.lfC fdp 2lIJL p. " 

7. ··In· ... r,tl:,n'' lIIe,," .. ..1" orlqln .. t C'-:·fl(,(>p' '''hl('il rr· .. ·' t,(> 

r.ndf'f(>d l;""ltC dn drtistiC, ~duC"'lond.l. or \PChnOl0~IC.,1 
•. p'~S5i<)r'. lncludlnq ~orls. rompo~itlons. d.~lqn~. pd.chi"ps, 

lIIanu(elctunnq or en<pne.r.nq t"'l·t',niqul!'s. an"'lys~<). or 

ptO.:l'::>C;PS. 

8. 'Inventlon developer' mpelnS <1 ~.r~on ~ho pprtot~~ 

inv~ntion develop~ent B~rYices In thl~ stdte or aftpf::>. 

thrOllqn "nl me.ns of coctJl'lUnlcatl0n. to pprfor,., lnvpntl('n 

development s.r VIC.S in thl!. ~\t"te. HC:·"'t'vpr. an In, .. pnt i.)n 

dl'veloper d<>es not lncludp the followlnq: 

a. A pe-rS0n llcens.d by d. st~t. or the Unit~d Std~P~ to 

rE"nde-r l.q"l .td .... ict. it th" person elct::> withln th(" ~";(lpP of 

ttlt' llc~n~~. How~v&r. If the pttl>on is a corpoJroltl0n. all ;:-:f 

its !ltoc,",hc.ld",r!> or rap,.,bers nu'\ be- llcensed. If the pt'r!.o'\ 

lS .t pdttnership. ~ll ~f l~~ pelttnets must h~ licen~.d. 

b. A departm.n~ or aqency of " t.d.ral or stdte 

-go'"., n,"ent. 

c. A polltical sllbdlvl~ion. 

d. A nonprofit orqanlz~tion reqistered p"rsuant to Stdt~ 

IdW. 
e. A ch,lritable. scit'ntltlc .• ducational. or r.li·~io'J" 

orq~nl~dtlon r~9i~t.rod pursu.tnt to st<1tc la",. 

f. A person who doe-s not cholrqe a f.e for lnVpntlOn 

lI.vt'lop:'I'Icnt. s.r·IIC.S. 

q. A p'!'r!.on wno provide!> 

!>11' .... ~yinq. ·n other klnd~ of 

protpSSlonal mdnufaeturer~. 

r .. :->e~tr;hinq. molrlo:.t inq. 

co,\~ultinq s~rVlct'q ~o 

l"'I"rk(·ters. 

purchas:nq ~uch serVices ~9 eln adjunct 

c·:>m."'.rc leil entp.tpr i~~~. 

p~btish~rs. or otheI~ 

to tht'll tr.t,lition"l 

'l. ··In·.·.nt Ion devl'lop,..,('nt :\l'r'nep5" .H "ser'.'lce~" ,..edn ... 

~ct~ req"lred. pfoml~cd to b. p~rfotme~. or dctudlly p~rtormed 

by <.11'1 invpntion d~vt'lop.r tClI ~ custorTIer pur~U<lflt to a 

C'Jnt rdC( ,""hlcn lnvolY~!. tdCll tT .. ~ lL\~ t:1e Je·:~l:lr-."'e:"l~, 

pr:lf"lotlon. 1lcl..'l'ISlnq. publi!)hlt,·~. t'Xhlbltlnq, or :"ndrk(,llnq ot 

d." I 'l""~r.t 1 :"'\. 

Scr; . .... t.'['0~:CTI0N. .,2 3C. J INITIAL DISCLOSURES. 
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1. It dn invention d~v~lop~r contemplates enterinq into ~ 

contract or it the lnvenllon developer contempl~tes 
pedorll'lc\J\ce of a phase covered in a contract. the lIwent.on 

de ... ·.lope' stla,ll not lEy trte cuslocrer by II: wr llten stcitelflPnl. 

The in'lt'nlion developer shall deliv«tr to the clJ"tol'l'ler tt,~ 

wntlen nOlice toqether "'lth II: cop~' of each cOf'ltract or a 

vClllen 5u~ary at the qenaral ter~s o( eAch contract. 

includinq the total cO:Jt or conaideratlon requited fro'" the 

custo~er. before the cu~tomer first execute:J the contract. 
2. The invention developer shall make a written dl~closure 

to the custOl'l'ler of the lntorm.tion required in thl~ sectlon. 

The disclosure shall b. ~ade 10 either the first written 

C()Jlllllunlca~lQn trom the Invention developer to a Gppc.lflC 

custoJ'll('r or at the (i r!H lIIf'et inGl betv.pn ~_he invent Ion 

devf'loper and "custo~er. The vritten di~clo~ure s~all 

contain all of the follo~ln9: 

a. Tne ~.dl.n fe. b~~ed on lees charged to .11 Cu~lotller' 

who have executed contracts with the invention de~eloper In 

the preceding six months, e~cludinGl c~Gtomera vho hdVe 

e~ecuted a contract In the preced1ng thirty ddy~o 

b. A slnqle ~t"t.lII.nt settinq forth both of tn. lollowinq; 

(1) The total nu~ber of cu'to~era wno haye .xec~t~d 

contracts with tho lnyention deyeloper. except that the number 

ne~d not reE1~ct tho~e Cu&tolllefS who haye executed contrdct~ 

within t~e preceding thirty days_ 

(2) 1'tll:> nUTnber of custolllers whO hay. received troC'l ~he 

inv.ntlon df'veloper's 5ervic.& an amount of ~oney In PXC~~5 of 

tn •• 1ID::hWt ot tIIonpy paid by tho,e custotllers to the invent ion 

develop.r pur ...... ant to a contr.ct _ Tne aC'lount recl!l'l(:lI t..y a 

customer r~ported on the stat~"',ent shdll only IncluJe InC,l~('> 

earne" frOffl lhe sucC7esstul d('velopIIIPnt. pro~otlon, l'C7en~l"'(l. 

puoll~hlnq. exhlbllinq. ot J'l\drk~t inq af the C'I~tompr's 

In~'er,\ ion pur~uant to ttle cc·nttol.Ct e-xe<.:ut.d bptw('cn tt,e 

In .... ntlon devel':>ppr and ttl~ cu!.~.C"mer. 

c. A fl·:.,ti<':t' appe.Hlnq in ",lJtlst~ntiaily th. f'111o ... _n~ tvflll: 

• 
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WARNlt:G 

Th~ (ol1owinq dlsclo'>'HP IS requlCed by section 'll.sG." ..:>t 

the Iowa Cod •. 

Th. pet~on i'oU are dedlllnq ... it.h is an invent10n dev.1'lper 

r.q .... lated unde-r chaptf'r 52JG o~ the 10Wd C0de. Unless ~n 

Invention d(''.'eloper 15 an attorney 1 ic:ensed to prac' Ice In 

th~s ~tat('. the invention developer is prOhibited tlO~ 

ptovidinq yo~ l~qal adVice concernlnq vat~nt. copyriqht. or 

tradelllllrk law or 1:.0 adVise i'oU ot whether your cle.HI')n, idea, 

or In .... ent Ion "'ai' be pat.nt able Of tIIoli' be prott'ct ed '1nd('t thp 

patent. copyrlGlht, or tr"dp~ark laws of the tJnited Stat., or 

any other law. A reqi!Jteret1 patent aqent rr·ay Gll· ... e ativlce a!> 

to pat~ntabl1ity ~nd protection available undpt the patent 

la~s_ 

A patE-nt. c-:>pyrlqht. or tradern4rk prot~ctlon cannot b(> 

olcqulrC'd {or you by the inv~ntlon d.veloper. 'iOUI pOh'ntioll 

patent rlql"ltl'i ~a'l be advpr~(lly affer.ted by any d~I.Ptllpt to 

co~.rclallzt' your idp" or Inyentlon befol~ " pat~nt 

appllcdtlon cov.tlnGl it is filed. t~onC'Onfldentl.11 disclo:;urps 

of your cr.atlon. idea. or invention rn~y al,o trlqGler a one­

year statu~ory d~adlln~ for tilinq a patent application In the 

tJnit.d States, a(t~f which you wO'lld be bolllncd from t.c~l~inq 

ani' patent protection In the tJnitt'd States. and woul·j pre· ... ent 

you from obtaininq vdlld patent rlqhtn in countcle~ whose law 

prol,,·id.!-> that patent appli<:(\tlon:o mu!'.~ I:e fll(-rl bE"fl')f~ therp 

is d pu~ll~ dl~clo5Uf('. 

Your tail'H. to i.-tentlf, ,llld In·_'.stiq.ltL' pxistlnq poltent~, 

tr.ldp~~r~s. or reqlstt'red <.:opyriqht~ ~dy pl~ce you In JP0pardy 

,,:.( 1ntrln-)I'l,) th~ cc..pi'rl~ht, p.lt~nt. or tr"d~lI'Iark r~qhtCl, 0t 

otncr pet~oll!'> it you pr('c~ed to f"l",k.e. 'l~p. or !\f'll yOllr 

Cleatlvn. Idr,'. or in·.·pn1lc·n. 

If Y"JU .s!o'llqn p·.·,'n" p"nL11 int.rI·~t III th(' In ..... ntioll t.') 

th(' Invent 1("'\ dt've1"lH'c. the Invpnt i0n d ..... l,.>p.t Tn.1)' hclVI!' the 

r.qht t-:· .,s~iqn or llC~'be It:> Iflt(>rC'1t In the In· ... (!':'ltlon. 0! 

J'II.:.kc. ·.b('. olt'\o1 ,,~11 ~h(> crl'd~.I')I\, I,J~<" 0f InVPI1tl'>" 'oIlrnC'ut 

'i01H ,:Ol\s,ont ar,·j ltd,! not r..1V~ t·_· :\i1ar(' tn~ VC .... ,tlto; \oI1!!l 'i,"'J. 

II) .,.. 
", ... 
()I) 
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d. A ~o~y 0t d curr~nt r~qistrat1An certlflc·~te l~~u~d 

pur~u~nt to section ,)2]G.IO. 

St!c. ,. NE'~ s£crro!. ')2]G. ') CC,tHPACTS. 

1. A contract !)hdll s~t fOIth In!vrm~tlC'1l r~qlJire·j In thl .. 

sectlon In ~t l<'ast ten pvint typP. 

2. fhe cont rdct ,.hall d~~crlbe tully and in d.tdll th'!' 

s.rv.cfoS thdt the 1nVl.'ntl:;.n d.vel,=per contrdlcts to pt'ctorrn tvr 

the clJst\};"I'Icr. 

1. Th~ CQntr"ct .. hall stdte the follo~ln9 lnfor~ati0~: 

a. It tnc In'lention developer contract~ to co"':.~nlct on~ 

or JIIOt. protf)t~·pe':.. models. or d .... 1ces t'lIIbc,dyinq th(' In'''f'ntion 

of the custo~er, the total nurnber of prototypes to be 

construc'.ed and .... hl'th.r the invention d.veloper contr"cts tn 

sell Ot di~tr.bute SIJCh prototypes. ~~dels. or d .... 1Cl'S. 

b. If an or41 or written .stl~atf' of cU8tO;"l'ler Pdrnin9s 1S 

JIIade. the ~sti~ate and the ddt~ upon which it is based. 

c. A slnqle stdlf'~.nt settinq torth both ot the tollowinq: 

[11 The total nutnber of CIJ5tOtners who have f',cl'c'Jled 

contr.tcts W1ttl the lnvent10n developer. f'xcept that th. numbf'r 

need not reflect tho!t~ custoJllers who h,,"'e contrdlct.d withan 

the pr.cedinq thirty d.j·!'.. 

(1) The number ot cu5to~eIs who have received fro;"l'l the 

lnvfi'ntion de ... eloper's 6.r"'lce9 an dmount of money 1n e~c~ss ot 

the oIlIIount of tn-::)f"It'y pdid b~' those custolllPrs to the lnventlon 

de .... lc)per purslJant to a contrdct. The ')mount r~celvpd by a 

cu~toll'ler reported on thf' stdtetnent ~hall only include pdytrlent ... 

for sf'rvlces perfor~ed by the lnvf'ntaon develop.r In ... olvlnq 

the dl'vt'lopIIIPnt. l ",~otion, licenslnq, publiahlnq. e.'fhlbltinq. 

or ,"drkl'tlnq of the custc·;"I'Ier·~ In .... nt10n purSudnt to ttlelr 

ccntrdlct. 

d. The pxpec'.ed ddt~ ot cC',"pl~t lon ct the in'J.r,t 10n 

df've10pm~nt ~f'rVlces. 

e. the eotf'nt t.:- Jilh:h the terlfls of tt'l. 'OJlt~.ht 

etteCllJdt. or m~It.~ posliibl~ th~ purC"hd~~ b~' the ~nventl..,n 

d(""el')~'l'r ot ')'c, lItle-rest in thp ~ltle to ~n invpntion. 

:->I'ndtp f de 218'), p S 

C. A st.lt('n~l1t p.:pldlnlng th,H thp lnVen' 1011 "'''Je}or,er 1. 

rcqu1red tr;· I'"Idanldlif'l ~ll r~c'0rds .1no1 ('orr~5p·")ndenCf> Ct't.l t lnq 

to the In· .. ~n'.l·:>n d .... p.lop;"l'ler\t ~ef\.·l('es pfi'rt'_'r:"led fvr tt:dt 

CI,o;t,">rn('C f·:-r d p .. riod n"lt les~ than three jedr!=, dtt'!'( 

rxplrat1 An of ttl~ c,)ntrltct. 

9. A stdt('tn~nt f'xplaininq ~hH the rec()rd .. an·1 

corce~pondpnce ceqlllrrd to bf> ~~,ntd1n~d puc~uAnt tC) SPcll,)n 

"21G.8 shall be ,"ddf' a ... ·.uldblp to the customer or 

repce~pnta'tlvp for review ani'1 copyinq at thl' t')(pl'n~e ,)f tne 

c\lo;to .... r cn thtc' pre::'ll .. ~s vt t}ll' ilwention d ..... C'lopf>r d·ltlnq 

~vrl'"lo\l hu"lneS!J t'I';)Or3 upon 5e','en day .. ' writt~n n'">til.:e frvm the 

date ot df!'liv('cy sent b~- c.rtlfled ,"d1l. 

h. 1'he ndtJ'le 0f the p.rson contractinq to pl'"rtotn th(' 

lnventlOf'l Je ... ~loplll.nt ser·"IC~5. all nalll&5 und.r wtll(~h the 

pprsvn is dOlnq or jlaS donf' business dIS .tn Invent 1011 d(-'.·~t0pl·r 

durlllg the ~H~'Jl<)llS t~n y~/H~. t.h~ n.ttn.5 ot all pdrf>nt dn" 

Subs1d."ry entili~s tv th~ p('rson. dnd the "dm('s 0f ~ll 

~ntlt1p~ tbat h~ve a contractual obllgat1vn to rf'ttorlll 

lnvent ion de'JPloprnent ser\'lce<; for the person. 

1. The princlpa) bU~lness dddre&s o~ th~ Invpnt lon 

devfi'lop('r and the ndme anJ addrp~5 of lts agent In tnls state 

authorlzed \0 reCelVfi' ~.r"'lC. of PJoc.~s 111 thiS ~tdt •. 

4. a. rhe custom~r na!; ~n uncondlt1Ql"'ldl rlqhl to cancel a 

c.:>ntr4I..t tor lnventlon d('ve10p,..,!nt ServlCeo; .\t dny t1"'1'1e t'l·f·)r" 

thf' th1rd buSlneSS tja~' follo-.o'lllq tnp' d~t(' th~ (:IJ!l\')/I1('r 

rectc'lVc!t an e,cl'cuted co~y ot th~ .::Olltf~ct. 

b. The c;ust0J'1l.C rnll~t IlOt i fy the Invent ion d('veloper 0f .l 

Cdncell~tl0n ~y w(ltlpn "0t\~f' "el1v~r~d pprsollall! or ~y 

certdi~d "'I'I~ll. ,'n0tic(' dell'''f're,j prrsono\lly I'I"II~t lie 

.1~11-.. erf'd to thp In,/.,nt Ic·n o1e'JI~loper'" plM'f> of bll!{i"Pf, .. l'y 

thp (>nd of ~tl(' ttllrd bus.n~c;~ Jay f,")ll'JwlI"'I~ tile d.HI' tt.,ll t~~ 

c:c>r'trdc~ ·.;a~ ~",!,("IJ~,,'J. dn.j t.hp canc~ll.ttl(ln shall t.sk~ "fh~ct 

upon J(')l ,.-pr 'i Up"" '1(>li·~·rr." ("·f '.h~ pl!r~onlt IlC"IC", thp 

ln~~nt10f'1 ,jpvelOper ~il~ll re~urn dI l~~eipt ~o t~~ I.:yst.."e: 

.sc·\n0wle"~lrq rec~ipt of ~he ':~f"Iccll~t10n. A nO~l~(' ~~ll~~(~d 

• 
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by C~rtl(l~d 11',,11 must be I"olde-d by Tnldnlqtlt o( th~ ttlHd del;.' 

following the- dat~ ttlal the contrac( Wd5 executed. dnd the 

canc~11"tion snall beco~e effective upon the ddle the rpc~ipt 

i~ 9i9n~d. A not lett ot CHlcellat 10n lIIai' t"l.;p any (orrn "'tlleh 

indlcate!J that the custc-:ner no lonqer intends to be bound by 

the contract. 
c. Withln ten business days after rece~pt of the notice of 

cancellatlOJl, the lnvenllon de'"eloplH shall deliv!!'r t.o the 

custo~.r. personally or by certlfled ~all. all 1II0ney' pald. 
an.,. note or other eVldence of lndebtpdness, and all !"'Idler i .. l~ 

provldpd by the custoCl'pr. The invention developer Cba.,. 

condition paYMent upon" recelpl by the cu,to,"er aCknowledqinq 

person"l dellvery. 
S. Tne following shall be Included in the contract: 

a. A dl~clo~ure st.t.~~nt 1n substantially tn~ followlnq 

form shall .ppear 1n boldface type .~d be located 

conspicuously on a cover sheet that contains no oth~r · ... ·rltinq: 

NOTICE 

The folloW'lng duclosure IS r(>qu1red by seetlon S23G.S of 

th~ Iowa Code and IS .,pr~~$ly ~de a part of thi~ contract; 

You nave the right to cancel thl& co~tract tor any reason 

4~ ~ny ti~e within three (ll bUBine95 day. tro~ tne date you 

dr"ld the inv~nt,on devploper si9r"1 the COI\traet .tnd you reC(>lve 

a (ully expcuted copy. To exerci6P tnl$ option you m.y usp 

certlfled ~ail Qr per~onally deliver to thl~ invention 

devp.loper wrltt.!?n notlCP of your CAnc.ll.,tion. Th. method .lind 

tim. 'or notlficat.on IS set forth In thiS contr.ct 

lttmediatpl)' dbo'iP ttle pl.c. for your ~lCJnaturl!'. -rh~ )n"Jpnt I.:>n 

developer ~u~t r('turn by cPltlfled ~ail or p.r~ondl d~lIVe(y, 

.... ithin t('n bU~lness dd"l"- aftl!'! r('ceipt ot thC' cdr"lc('lldtlon 

not1C:e, all lI'oney p.lld ~nd all l"atcri.'II1s pr~v1Cit."d I!'lltl(>r t'i' 

yO_lor by anothf!'r p.Hty on "lour t>eho.llf. 

Ur"llcss I,tlp In'lention d.vclopcr l~ an at~orn~y. the 

in'.lf'MI')n Jcveloper i~ pr-::-hlblt.d tr01a qivinq y·)u l.e'i" 1 IId·/~C7P. 

C7',)nc~rnlnq p,llent, copyr~qht, ()r tr ... de~arl( i ..... , ~,tl('thf!( f Ollr 

e 
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credtlon, .id.d. or lnv.ntion may be patent.'ble. or pr0tectt'd 

under th(> p,Hent. copydqht, or trdlder:l"rk 1", .... 5 ot thO:- Unltt'd 

States or dny ottoe( l.~w. A r.qi~tered patent aQt'n\ III(lY CJ1V. 

ddvlc" as to pcttpntabdlty dnd prO\ectlon a'.'addbl .. un,jpr t,he 

patl!'nt law,;. 

A pdtPnt, copyrlQht. or tradt'~.l(~ protect~on "'Ill not b<> 

olC7qulr.,j for you by tilt' lnvic'r"ltion d.v.loper or by tl'\iH 

contract. 'lour potential pat~nt t1qht~ rndlY be dldvPt:Jcly 

d.trect~d by .1n.,. att('rnpr, to col1'lltlcrCiolli!e yO\lr id.a or 

lnventio~ b('fo(o a poltent olppllcation ~ove(i~q It 1~ (~led. 

NoncOllf iden\ loll dl.sclo~urps of your idedl or In..-pnt 10n [':'1"'1 al!;o 

ttlqqer certain statutory de"dllnps tor fllln9 a p~t('nt 

olppllcation In the UnIted State'.> and lJould pr~vent you fro," 

obtainil'lQ Vdllid patt'nt ri9hts In countrie" ·,..nose ..... provade~ 

th"t patent appllCd.tion$ ~u~t b(' f,lpd bpfore thl!'te l~ .1 

public disclosure. YOU[ 'ailure to idpntlfy and Inv~~tl~olte 

t''(istinq patent~. ttdd.rn.rl(s, or r('Ql~t~[ed copyrlqhts IIWY 

placp you In j('opardy of intrlnqlnq the copyrlqht, pdltent. or 

tr"demdrl( r l'ihts ,)f othpr petlwns I f you proc.pJ tr, Ira"e, us'.', 

or sell your ld(,d or In'l('ntlon. 

b. A. diRC71o:Jure ,,-tateClpnt In sub!.tanti.,lly the- ft,110Wln9 

forrn shall .p~·Pdr In ten point, boldfolC':- type lr..rnedi.1t.ly abO .... 

the place .. herP the ,=ustvrnet l!O to siqn: 

ATT!::rliIONI 

[REAO CAREFULLY) 

'iou hd .. ·• t!'1ret.' j l) bU~lnes~ d~ys d\Hinq .... hi('n you tr'ay 

C.1nc(' 1 tn~:i contract for .ny te .. !'.on. You !"hJ .. t dellV(>1 .... rinf'n 

nO~lce of thp ,=a~'ce)l.1ti·)n by r,ert dl('d rnail or lH'rsondilly to 

ttl'!' inventl<m d.· .. l"lt ... v~r. Tru::; opportlll'lit)' to c.llncel the 

t"ontrdcl 1011)1 p,plre (.n tht." ld~t dAte tn.lt yO'1 .:Ht:" allo",~d to 

I'IIdlL (",r ,jl'l,vpr n·)tlr,p. If Y"_l c-h('oS1..' to us. <:l·n d 14·d l'I1.ad 

to o1f'llVer ~-'_'\.H n011C7". It r.'IU~t, h~ pl."C7t."d :n th~ Unitcd St.t .... 

"..all .t,jdff!'~ .. ~,j t() l10~l"rt I'ldrt'e of lnvelltJon dovelop'!r), .:It 

Cln~('rt olo1dre~$ ot 1I'".'f'ntlofl dev, .. lcp.'·S pl.'IICC nf lJU"llnC,,!;j 

with (, rst Clol~~ po~t~~~ prerdld bf'fore ~idnlqht of Clnsert 

(J) 
.." 
1'0) 
~ 
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prop~r tjate). If YOu choo~e to personally de11v~r your notice 

t:> th~ Inv'!nt :01'1 developr-r. it must bp dellvered toy thE.' end of 

thr- nor."I'Id1 bU~llness ddy on (insert prop(>r datl""j. (Ou dre 

.Jd·Jlsed to obtdin. ~'rltten 6l.te~ent fro" th(> lnvent10ll 

d.v~lop.r A' \ ncwledginQ recelpt. 

S(>c. 7. ..:L'.~' SECTION. S1JC.6 [ .... tOfNeE or fWMKI,\L 

ReSPONSI8ILITY. 

1. An lnventlon developer ~hdll ~dantdin dS security 

eVldpnce 01 hnancidl responsibllity a",> appro'Jl!'d b}o' the 

cOll\l"'lls~ioner. The !>ecurlt'/ 6hall be either a bond or Cd5h 

dep-:>~it 11'1 an dmount WhlCh lb eQudl t·:> the greater ot ei.thr-r 

t~n percent 01 the Invention developer's grosR incc~e Irom thp 

lnvent 101'1 devt>lop.tl'l(>rtl bU!Un&5S In this st.te d'H ln~ the 

lnv(>nt~on devt>loper's precedlnQ !i~c.l year, or twenty-flv£.' 

tholJsand dollars. The CCll'l'ltl'dbsloner shall appro·.·. the s(>('urlty 

b.fore the lnvention developer r.nder. or olfers t.O rend.r 

in'Jentlon dev.loPJ!l'!nt serV1C.S In thie etate. 1'he in' .. entl')n 

d.· .. eloper sh.;dl have nln.ty d.ys beQinnanq on the first dol)' of 

the invention de ...... lcper·s nr-", fllCAI year to chanQ(' the 

securlty d9 neceSSAry to contorm to the reQulrements ot thiti 

~ub,.('ct Ion. 

2. It. 5urety .... ho issu.s " b,,)nd must be dPproved by ttle 

COMMiSSioner. It. copy of the bond shall be flied an a ~anner 

an,,) a('cord1nq to procetjure" approve,,) bj' the cOfl'll'lIS!Jioner. A 

Cdsh depo:>it Shall be ~iled \lith the- trea'lllCr-r of state ln a 

~Anner .tnd ac('ordinq to procpdure-s appro'Jed by thE.' trl!'.Sllr~r 

ot state In consultdt lon .... ith the COl1'lllliSSloner. The trr-d~llr('r 

of state Shdll not terund a depo!Jlt untd !uxty day",> ff)llo·"'i!IQ 

elthe-r the date- that th ... tn', ... nt IOn de'le10p~r hdS cl!'a~pd d01nq 

bl1~ln~ss 11'1 th~ state or a tond has bten filed wl~h th~ 

COlI\Mi~~lOnl!'r In co~pllance With thl~ section, 

). ~he ~eCutlt1 fihall be 1n favor of the state for the 

bpn~tlt 01 any person ent&cinq 1nto .t contract wlth ~n~ 

d.'H1dQC'd b.,· .1n lnvention d",,·elop.r. i( th~ d,,~aq~s an' t'a'J,(>d 

by one ot tt,e follo .... i nQ: 

S(>n~t(> fIle ~Ieq. p. l~ 

.. A tdliurp by the invention d~v~l:>p(>f to pprtar~ t~~ 

ter~3 of the C0n~ta~t. 

l>. Th(> Insol'Jency of t.he In'/ent lon df'vf!'ll')pt>I "[ th~ 

cP~~dtion cf t.hf' In'Je,Hlon de'le-lopc['<; t-US1ntc'~S. 

c. Th(> i,ltentlonAl violdt10n oC a proV1Slon of ~h1S 

chdpter by thp Inventlon dpv(>loper. 

A perSl')ll clalnlnq ~Qdin~t the se':'lrlty ndy ~dlntaln ~~ 

dctio:-n dt 1d'" JlQaln~t:. the inv4.'ntlon dpvploper An .h:t iOll 

"qaln~t a b::>nl.l tnJly dlso inctllde tf\O surety. The agQ[(,~dte 
llat-llltyof th(> &urety to ~ll p~rs0ns for dll bre~ch~~ ~i 

conditions C'I thf' b;)nd Shall not e-xt'el'd thr- d~,')llnt C't tt"lf!' 

bond. 

Sec. B NrW Sr.CrtOtL S2.1G. 7 ~r.GOTIAHLS INS7RU1":nTS. 

An lnventlon develop.r stlolll not t.tk(' d negotlabltc' 

Instru~('nt fro~ a ('u&to~er ~s pdrt of d contract. 11nlf!'~s the 

n"Qotiable insttu~,!nt i~ d chtc'Ck const~tutiJlq eVldpnc~ of thr­

custo:ner',) C'bl19.Hl')n. A person in pOSS(,3S10n of a nt'Qotl.,h1f!' 

instrument IS not a t"lolder an du~ cour~e a .. d.rln~d 111 s~ct Ion 

'>S,,"))Ol, lf th(' pt'rson take:l a r\~~otlable lnstrulll('nt tr0m .. 

custo~.r In violatlon of this sectiOll . 

Sec. 9. N~"" SlC rION. .,2)G.1I R~COROS AND Ci)R~e:SP0rllJr.NC[ 

An lnv('nt lC'n dE.''.'eloper Shd1l (1'\dintJlin d11 rrcord.s an(l 

cor respondt>ncC' reldt lnq to p'![ torllUlnce of edch in'.'C'nt iOIl 

df!'vf'lopfl'lt'nt CQlltrct.('t fot [lOt l~!'><; ltldn threr- y~olr~ dfter 

e.cpir.lt ion ot the COJltra<:t. 

St>c. 10. ~e:W_ ~~c;,t''!9N. S})(;.9 COMPt.!M:rr. \o,'ITH UTHF.R l·4WS. 

VIOLATIONS AUD PEfIALTIF:S. 

1. Tho:.- prO'.'I510n., ,=f th15 chapt"'r dre 1l0~ r-xcl'l'lvt ,Ind 1.1,) 

roc·' relieve po:.-rsons cr a c0ntract (rort"! COfl'lpl~dI\C~ v.th Or.hl" 

.Jppllcatolo:- I., .... 

2. A contrd~~ ~nl~h tdl Is to canply vltt' th~ dVpll~dbl(' 

provl~1011S at ~hlS Chdpt.t 15 'Inentorceabl(> dg~lnst thr­

custo:'fl~r ct.!> cont r.try to:- yubL I': p.lllCY. unle:l5 tnp In ... ·ent Ion 

~.~£.'l~po:.-r pr0v~s .,11 at the '0tl')Wln~: 

d. rhr n0n~0nplldnce r.~lllt~d fro~ an ~rror . 

• 
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b. The lnvf'ntion df'velop~r follo .... ed r~asoncllblt' procr-durf's 

adopted to a~old such ~rror~. 
c. t-h~ inv('ntlon dt'veloper prctrlptly trlade an appropri<"ltf' 

COrrf'ctlon upon discovery of thp noncomplian~e. 

1. A contract .A~culed by ~n lnventian developer 1~ 

unentorr.eahle aqalnst the customer, If the lnvenlion developer 

usrod deceptive practIces, with an Intent to cao.Jse rphaf'l(,.· ... 

reqardlesa of whether the custo~er was .ctually fI'Ilsled, 

d.c~i' .. ed. or d"fI'Iolqt'd. 

4. It. prOVIsion at a contract which "'d1".5 a proYlslofl of 

th15 chapter 1S contrary to public policy and 1S vOld and 

unenforceable. 
S. A p~rson fI'Iay brlnQ ell eivll action .Qcllinst an inventIon 

develop"r that uses ell decpp'iYe pract ic~. The pt'cson rftdY be 

d~arded damaq~s t~ether with cost. and disburs~rftent9. 

inchld1nq H'dson"ble attorney r~es. Th~ court 1n its 

di9cretion may incrc.~c th~ dWdrd of da~a9~~ to an d"O~nt not 

to excccd UH~~ t lfnes the da~a9P" or two thousand flVC hundrcJ 

dollars, ~hlchever is qfeat~r. 

6. ra1lur~ to ma~e an initial dlacl09ur~ required by 

s~ct1on '>2JG.4 flhall r.nd.r any contrdct subsequently ent~le,l 

into bet"'een the cusr,Q.;'I'Ier and tht> in .... ~ntlon d.vl"loper \lold.hl. 

by the custo~cr. 

7. 14. IItolat1on ot lhl~ cl"lapter or " ful. adopted by ttl. 

cOll\lflisslon~r pursuant to thiS chapter is a vlolo1tion of 

sectIon 114.1'. The al'l'ledl~s dnd p.nalt.l~s provIded by 

~cction 714.16. lncludlnq but not li~ited to proviflion~ 

relating to Injunctl'Je t('llef and pcnaltlcs. ,'pply to 

vIolations of th)s chapter. 

Sec. 11. !"Ir.I.f Sl.C~I.0!l. ~2]G.IO REGISTRATlOU ST"T~Mt:tlf. 

1. An lnvpntion d~v~lop.r sholll flle a l~(PStf"tlOI\ 

stdte-~ent .... Ith tn~ C'o;'lVflissionpr not later th':'fl Mdi' 1 of P,H:h 

y~ar. The rC9lstfdtlon statem~~t shall contdln all of the 

follO,",lnq InrOffh"tlo,l: 

a. Th~ n~m~ an~ AdJt~SS 0t ~he ln~e~tion ~~~el~p~r 

e 
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b. Tt'Ii~. n.l"(> and addf~!a!i ·)f eJicti O· ... r'll~r. officer. or ottlcr 

offlciJot of the invention develop(>I's lJuSlne.1s. 1I0'W(>ver, it 

th~ lnventlcn ~ev~10per IS • corpol~tion. th~ r~ql~trdtlon 

stdl~rft~~t Gh~ll contdiJl ttl. nd~es anJ drtdrps~es of tt'lie rhief 

ex~cutl'Je olficer dnd thf' J'I'Ierftbers ot thp. bOdrd cf Jlr~ctof~. 

c. A df'~crlptlon of th(> inv~ntion dew~lopmenl services 

offeort.'d. 
d. A copy of each (orr"! of contract used by the in ... ~ntlon 

developPI. 

e. A cop~' '.>f the In'J.nt iOIl d(>velop~r' 3 rftost r('cent 

flnancial ~tdt~m.nt. lncludinq bdlancl!' sh~~l~ and f~lated 

IItat(,ClIonts of incorft(' of the Invention developer, prt.·p~t~d 1n 

accordanc~ .. ith qen~t.llly acceptpd acc:ounting princlple~, 

aodlted b~' d certifl(>d public account.lnt, and dated not rftoce 

than tw~lve ~cnttls prior to the ddte of th. applicatior'l. 

f. Th~ total numb"f of C'..I~I,c-mers 'Who t'liJl'Je contr"ctt,'\J .. nth 

the lnvt.'ntlon dev.l<..~(>r in thl!. $t~t.e \Junnq the in'J('~tlon 

d~v('loper's pr.ccdlnq tl~cal year. 

q. fh. ir'lventlon develop'-.'r'!> qrOGS lncotne tt0rft the 

Invention dp ... ·eloplll~r'lt bU:Hne!J~ in this ~tate dUl1nq the 

In .... entlon d .... plop.r·s prec'!dlnq (Iscal yedt. 

h. The n\JJ1'It>('r of <;ulltomers who hdve rl"C€'llled (rorft the 

Invention develop~t '!-. !>1"r-"lCe!; an amount, ot 1",0n1"Y 1'\ p;cce!>s 0t 

thl" ollll.o:,.\Jnt ot mOIl~y paid by ItlvsC ctlstvl'llers to the i'l'Jt,'ntioil 

dp'J.loper pursudnt to ~ <;ont tdCt, The .l'I'Ioont Il~C.IV(·J t,y d 

I.."~S~')Ir>.r rpport~J on thp stdt('tn('nl shall only Incl\Jd~ incoC"-1" 

e~rned frvtft the sllcct,'ssful d.~\,'eloptft~nt, prc;'I'Iotion, hc:en~lnq. 

publl~tllfl~. e.hibitlnq. or mar~ctinq of ttle custom~r's 

iJ\Ventlon pur~uant to the cuntra(r ~x(>cuted b~t~cen the 

inventl·:-" d~v~l(",ppc ~n,J the Cu5tOrft~r. 

1. 1'h(> In'.'t,'ntion ,jevclopet !--tldll <;'\It"·lIIlt dn annudL fee to 

thc CO"-."ls!Ji(,net in the c\(':\ount of two') hundfe~ fifty d·_'llar ... 

The fet>!o !atlall t'o~ deposlttod Into the <j('neral f.,nd of th~ 

~. t ... t e . (/) 
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). Thp lnvent~on dtv~lop('! ~~all 5ub~it ~ ~opy of the 

~U!e-ti' bond -:>1 proof .){ cast'! deposlt as requirf'd b:' sPctl<:·n 

<)"}J(;.6. 

t. TtlI.' ("(,.'lTIDIls.,lonu shall issue d cert if leate of 

ccmpl14lH:C to In'''entlon developers that h ..... complied · ... lth 

reqlstratlon requirement! of this section. 

Sec. 12. ~.E~.S~CTtON. 52)G.ll PO· .... ERS Atm DUTIES '.)r rHE 

S(,l"'Iat~ Pllt ~J~'J. p. 16 

pr._'vl,1l..g ~0= ttl!!' f(>t(>ntICI"'. of 00.""1" pdrt-t~lIIf' ,,:J(·I~. tor a t·.,tct.l 

";If oIt l"lJ<;l one-noll! full-tu""Ie cqu)'Jalcnt P()~lt.lr)ll d .. v'~lt·a t·:· 

tnp InSut~nce divISion of the Jep~[tlll.nt at co~~prct (0' Ihp 

imple~entdtion o( the 5.ctlon~. 

C0MMISSro,CR. MICHAEL E. GROPISTAL 

The CO~~ISSI0n('r 9hdll admlnlstpr .lind enforce the 

provisions ot thiS chapte-r o1nd 1II00y do allot the tollowinq: 

1. Adopt rules necessary to administer this c~apter In 

accordance ~lth chapttr 17A. , . Invest igo1te thP busin~ss dnd bu!uness r~cord8 of 

invention dp'/e-lope-rs and conduct n~ceSSdt'l In'le-stigatl'J~ 

proce-dures. 

). Ad,....ini!-.~ .. r oath!) dnd "ffarrl.tionc, subpoena vltne-c;,. .. s. 

receive e\·idenceo. "nd requite the production ot business 

re-cords r.l"tlng to an inve-stiqation or proceedings. 

4. Apply to the district court (or isau,,"cf' ot an ord~r 

requiring a pcrsvn'~ dPpearance before the co~iSGione-r. if 

tn. peorson ha!) r~fus~d to obey a subpoena Issued by tn~ 

cO~lssion~r. The perSOn ma J "Iso b~ r~quired to produce 

docu~e-nt.:uy ~ ... io:lence '1errran. to th~ sub)~ct of the 

inv~stigatlon. failure- to obey a court oed.e unde-r this 

subsection constltute~ conte~pt ot COUtt. 

S. Issue an ord .. r dlr~cte-d at .,n Invention developer to 

c~ase and de-51St frOIl! enqaging In an .lct which l' in '/l01atlon 

of this chapter or .. rul. adorted by ttleo COII'."'lss10n.r. tone 

order shall be bac;ed on an inve-st iqat i0n WhlC~ pro·.'l,j(,' 

rp.l!'lor'lable eVldence of a \'iolat Ion. 

Sec. 13. CONDITION T() [tIACT,..e:Nr or CERrAIN PROVIsrmlS 

S('ctlons ~l)G.~. 523G.IO. o1nd 511G.ll of thi~ Act. 

reqardlnq duties and duthont)· of th& insutance COtr\('"li!)Sl()flf"r. 

snail cnly bic" ill!pl~trl'nt~d If .. nd when the g.n(,fal aS~~lI!hly 

:"ndlt~S an dpprvpr i!lt lon ot .t le-a~t te-n thousand doll.rs and 

Prcsld~nt ot lhe S~natt 

RoarRT C. ARt:OULO 

Spea~er 0f the "ouSt 

I heret';,' cprtify that thiS 1)111 c·t1g1n.H~d tn ttle ~~J·at .. d,\·1 

is kno~n as Spndte ril~ 11A1. Scvf"ntY'!ourttl G~ncr~l A&5~~t)I~. 

APP<OVPdC/IAI/2=---. 
JOIltl f. TYt/II't [R 

Se-cretary of th~ Senate 
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