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SENATEBILL NO. 143

Introduced by: Senators Krebs, Frerichs, Lederman, Rampelberg, Rave, Soholt, and White
and Representatives Conzet, Duvall, Erickson, Gosch, Johns, Peterson,
Rounds, and Solum

FOR AN ACT ENTITLED, An Act to provide for acivil remedy for a bad faith assertion of
patent infringement.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. Terms used in this Act mean:
(1) "Demandletter," anyletter, e-mail, or other communication asserting or claiming that
the target has engaged in patent infringement;
(2) "Target," any person:
(@  Who receives a demand letter or against whom an assertion or allegation of
patent infringement is made;
(b)  Who isthreatened with litigation or against whom alawsuit isfiled alleging
patent infringement; or
(c)  Whose customer receives a demand letter asserting that the person's product,
service, or technology infringes a patent.

Section 2. No person may make a bad faith assertion of patent infringement as prohibited
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by the provisions of this Act.

Section 3. A court may consider the following factors as evidence that a person has made

abad faith assertion of patent infringement:

(1)

)

©)

(4)

)

(6)

(7)
(8)

The demand letter does not contain the following information:

(@  The patent number;

(b)  The name and address of the patent owner and assignee, if any; or

(c) Factua alegations concerning the specific areasin which thetarget's product,
service, or technology infringe the patent or are covered by the claim in the
patent;

Prior to sending the demand | etter, the person failsto conduct an analysis comparing

the claim in the patent to the target's product, service, or technology, or such an

analysis was done but does not identify the specific area in which the product,

service, or technology is covered by the claim in the patent;

The demand letter |acks the information described in subdivision (1) of this section,

the target requests the information, and the person fails to provide the information

within areasonable period of time;

The demand letter demands payment of a license fee or a response within an

unreasonably short period of time;

The person offersto licensethe patent for an amount that is not based on areasonable

estimate of the value of the license;

The claim of patent infringement is meritless and the person knew, or should have

known, that the claim is meritless;

The claim of patent infringement is deceptive;

The person, a subsidiary, or an affiliate has previously filed or threatened to file a
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lawsuit based on the same or asimilar claim of patent infringement and:

(8 Thethreat or lawsuit lacked the information described in subdivision (1) of
this section; or

(b)  The person attempted to enforce the claim of patent infringement inlitigation
and a court found the claim to be meritless;

Any other factor the court finds relevant.

Section 4. A court may consider thefollowing factorsasevidencethat aperson hasnot made

abad faith assertion of patent infringement:

(1)

)

)

(4)

©)

(6)

The demand letter contains all of the information described in subdivision (1) of

section 3 of this Act;

If the demand letter lacks the information described in subdivision (1) of section 3

of this Act and the target requests the information, the person provides the

information within areasonable period of time;

The person engagesin agood faith effort to establish that the target hasinfringed the

patent and to negotiate an appropriate remedy;

The person makes a substantial investment in the use of the patent or in the

production or sale of a product or item covered by the patent;

The personis:

(@  Theinventor or joint inventor of the patent or, in the case of a patent filed by
and awarded to an assignee of the original inventor or joint inventor, is the
original assignee; or

(b)  Aninstitutionof higher education or atechnol ogy transfer organization owned
or affiliated with an institution of higher education;

The person has:
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(@ Demonstrated good faith business practicesin previous efforts to enforce the
patent, or a substantially similar patent; or

(b)  Successfully enforced the patent, or a substantialy similar patent, through
litigation;

(7)  Any other factor the court finds relevant.

Section 5. Upon motion by atarget and afinding by the court that the target has established
areasonable likelihood that a person has made a bad faith assertion of patent infringement in
violation of this Act, the court shall require the person to post a bond in an amount equal to a
good faith estimate of thetarget's coststo litigate the claim and amounts reasonably likely to be
recovered under this Act, conditioned upon payment of any amounts finally determined to be
due to the target. The court shall hold a hearing to determine the amount of the bond on the
request of either party. A bond ordered pursuant to this section may not exceed two hundred
fifty thousand dollars. The court may waive the bond requirement if the court finds the person
has available assets equal to the amount of the proposed bond or for other good cause shown.

Section 6. The attorney general may bring civil actions, and enter into assurances of
discontinuance as provided under chapter 37-24. In an action brought by the attorney genera
under this Act the court may award or impose any relief available under chapter 37-24.

Section 7. A target of conduct involving assertions of patent infringement, or a person
aggrieved by aviolation of this Act or by aviolation of rules promulgated pursuant to thisAct,
may bring an action in acourt of proper jurisdiction. A court may award thefollowing remedies
to aplaintiff who prevailsin an action brought pursuant to this section:

(1) Equitablerelief;

(2)  Damages,

(3 Costsand fees, including reasonabl e attorney fees; and
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(4) Exemplary damagesin an amount equal to fifty thousand dollars or three times the
total of damages, costs, and fees, whichever is greater.

Section 8. Nothinginthis Act may be construed to limit rightsand remedies availableto the

state or to atarget under any other law and does not alter or restrict the authority of the attorney

general in regard to conduct involving assertions of patent infringement.



