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In re Seagate Technology, LLC
C.A.Fed. (N.Y.),2007.
United States Court of Appeals,Federal Circuit.
In re SEAGATE TECHNOLOGY, LLC, Petitioner.
Misc. No. 830.
Aug. 20, 2007.
MAYER, Circuit Judge.
Seagate Technology, LLC (“Seagate”) petitions for a writ of mandamus directing the United States District Court for the Southern District of New York to vacate its orders compelling disclosure of materials and testimony that Seagate claims is covered by the attorney-client privilege and work product protection. We ordered en banc review, and now grant the petition. We overrule Underwater Devices Inc. v. Morrison-Knudsen Co.,
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 717 F.2d 1380 (1983), and we clarify the scope of the waiver of attorney-client privilege and work product protection that results when an accused patent infringer asserts an advice of counsel defense to a charge of willful infringement.
*1366 Background
Convolve, Inc. and the Massachusetts Institute of Technology (collectively “Convolve”) sued Seagate on July 13, 2000, alleging infringement of U.S. Patent Nos. 4,916,635 (“the '635 patent”) and 5,638,267 (“the '267 patent”). Subsequently, U.S. Patent No. 6,314,473 (“the '473 patent”) issued on November 6, 2001, and Convolve amended its complaint on January 25, 2002, to assert infringement of the '473 patent. Convolve also alleged that Seagate willfully infringed the patents.
Prior to the lawsuit, Seagate retained Gerald Sekimura to provide an opinion concerning Convolve's patents, and he ultimately prepared three written opinions. Seagate received the first opinion on July 24, 2000, shortly after the complaint was filed. This opinion analyzed the '635 and '267 patents and concluded that many claims were invalid and that Seagate's products did not infringe. The opinion also considered Convolve's pending International Application WO 99/45535 (“the '535 application”), which recited technology similar to that disclosed in the yet-to-be-issued '473 patent. On December 29, 2000, Sekimura provided an updated opinion to Seagate. In addition to his previous conclusions, this opinion concluded that the '267 patent was possibly unenforceable. Both opinions noted that not all of the patent claims had been reviewed, and that the '535 application required further analysis, which Sekimura recommended postponing until a U.S. patent issued. On February 21, 2003, Seagate received a third opinion concerning the validity and infringement of the by-then-issued '473 patent. There is no dispute that Seagate's opinion counsel operated separately and independently of trial counsel at all times.
In early 2003, pursuant to the trial court's scheduling order, Seagate notified Convolve of its intent to rely on Sekimura's three opinion letters in defending against willful infringement, and it disclosed all of his work product and made him available for deposition. Convolve then moved to compel discovery of any communications and work product of Seagate's other counsel, including its trial counsel.FN1   On May 28, 2004, the trial court concluded that Seagate waived the attorney-client privilege for all communications between it and any counsel, including its trial attorneys and in-house counsel,FN2 concerning the subject matter of Sekimura's *1367 opinions, i.e., infringement, invalidity, and enforceability. It further determined that the waiver began when Seagate first gained knowledge of the patents and would last until the alleged infringement ceased. Accordingly, the court ordered production of any requested documents and testimony concerning the subject matter of Sekimura's opinions. It provided for in camera review of documents relating to trial strategy, but said that any advice from trial counsel that undermined the reasonableness of relying on Sekimura's opinions would warrant disclosure. The court also determined that protection of work product communicated to Seagate was waived.
FN1. Specifically, Convolve sought to obtain the following:
internal communications on the same subjects as the formal [Sekimura] opinions, communications between Seagate and any attorneys on the same subjects as the formal opinions, documents reflecting outside counsel's opinion as to the same subjects of the formal opinions, documents reviewed or considered, or forming the basis for outside counsel's opinion as to the subject matter of the formal opinions, and documents reflecting when oral communications concerning the subjects of the opinions occurred between Compaq and outside counsel.
Convolve, Inc. v. Compaq Comp. Corp.,
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 224 F.R.D. 98, 101 (S.D.N.Y.2004).
FN2. We do not address the trial court's discovery orders pertaining to Seagate's in-house counsel. The questions presented for en banc review do not encompass this issue.   See Kirkendall v. Dep't of the Army,
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 479 F.3d 830, 835 n. 2 (Fed.Cir.2007) (en banc) (“As a general rule, the scope of our en banc review is limited to the issues set out in the en banc order.”). That is not remarkable because Seagate's petition sought relief only as to trial counsel. Moreover, the nature and role of in-house counsel in this litigation is entirely unclear on the record before us. For the same reason, we do not address the separate opinion of Judge Gajarsa, post.
Based on these rulings, Convolve sought production of trial counsel opinions relating to infringement, invalidity, and enforceability of the patents, and also noticed depositions of Seagate's trial counsel. After the trial court denied Seagate's motion for a stay and certification of an interlocutory appeal, Seagate petitioned for a writ of mandamus. We stayed the discovery orders and, recognizing the functional relationship between our willfulness jurisprudence and the practical dilemmas faced in the areas of attorney-client privilege and work product protection, sua sponte ordered en banc review of the petition. The en banc order set out the following questions:
1. Should a party's assertion of the advice of counsel defense to willful infringement extend waiver of the attorney-client privilege to communications with that party's trial counsel?   See In re EchoStar Commc'ns Corp.,
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 448 F.3d 1294 (Fed.Cir.2006).
2. What is the effect of any such waiver on work-product immunity?
3. Given the impact of the statutory duty of care standard announced in Underwater Devices, Inc. v. Morrison-Knudsen Co.,
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 717 F.2d 1380 (Fed.Cir.1983), on the issue of waiver of attorney-client privilege, should this court reconsider the decision in Underwater Devices and the duty of care standard itself?
In re Seagate Tech., LLC,
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 214 Fed.Appx. 997 (Fed.Cir.2007).
Mandamus
[1]
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[2]
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[3] A party seeking a writ of mandamus bears the burden of proving that it has no other means of attaining the relief desired, Mallard v. U.S. Dist. Court for the S. Dist. of Iowa,
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 490 U.S. 296, 309, 109 S.Ct. 1814, 104 L.Ed.2d 318 (1989), and that the right to issuance of the writ is “clear and indisputable,”  Allied Chem. Corp. v. Daiflon, Inc.,
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 449 U.S. 33, 35, 101 S.Ct. 188, 66 L.Ed.2d 193 (1980). In appropriate cases, a writ of mandamus may issue “to prevent the wrongful exposure of privileged communications.”  In re Regents of the Univ. of Cal.,
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 101 F.3d 1386, 1387 (Fed.Cir.1996). Specifically, “mandamus review may be granted of discovery orders that turn on claims of privilege when (1) there is raised an important issue of first impression, (2) the privilege would be lost if review were denied until final judgment, and (3) immediate resolution would avoid the development of doctrine that would undermine the privilege.”  Id.
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 at 1388.   This case meets these criteria.
[4]
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[5] We review the trial court's determination of the scope of waiver for an abuse of discretion. In re EchoStar Commc'ns. Corp.,
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 448 F.3d 1294, 1300 (Fed.Cir.2006); In re Pioneer Hi-Bred Int'l, Inc.,
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 238 F.3d 1370, 1373 n. 2 (Fed.Cir.2001). Because willful infringement and the scope of waiver accompanying the *1368 advice of counsel defense invoke substantive patent law, we apply the law of this circuit. EchoStar,
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 448 F.3d at 1298.
Discussion
[6] Because patent infringement is a strict liability offense, the nature of the offense is only relevant in determining whether enhanced damages are warranted. Although a trial court's discretion in awarding enhanced damages has a long lineage in patent law,FN3 the current statute, similar to its predecessors, is devoid of any standard for awarding them.FN4   Absent a statutory guide, we have held that an award of enhanced damages requires a showing of willful infringement. Beatrice Foods Co. v. New England Printing & Lithographing Co.,
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 923 F.2d 1576, 1578 (Fed.Cir.1991); see also Jurgens v. CBK, Ltd.,
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 80 F.3d 1566, 1570 (Fed.Cir.1996) (holding that bad faith infringement, which is a type of willful infringement, is required for enhanced damages). This well-established standard accords with Supreme Court precedent.   See Aro Mfg. Co. v. Convertible Top Replacement Co.,
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 377 U.S. 476, 508, 84 S.Ct. 1526, 12 L.Ed.2d 457 (1964) (enhanced damages were available for willful or bad faith infringement); see also Dowling v. United States,
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 473 U.S. 207, 227 n. 19, 105 S.Ct. 3127, 87 L.Ed.2d 152 (1985) (enhanced damages are available for “willful infringement”); Seymour v. McCormick,
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 57 U.S. 480, 489, 16 How. 480, 14 L.Ed. 1024 (1853) (“wanton or malicious” injury could result in exemplary damages). But, a finding of willfulness does not require an award of enhanced damages; it merely permits it.   See35 U.S.C. § 284; Odetics, Inc. v. Storage Tech. Corp.,
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 185 F.3d 1259, 1274 (Fed.Cir.1999); Jurgens,
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 80 F.3d at 1570.
FN3. Trial courts have had statutory discretion to enhance damages for patent infringement since 1836. 35 U.S.C. § 284 (2000); Act of Aug. 1, 1946, 60 Stat. 778; Patent Act of 1870, ch. 230, § 59, 16 Stat. 198, 207 (1870) (providing that “the court may enter judgment thereon for any sum above the amount found by the verdict as the actual damages sustained, according to the circumstances of the case, not exceeding three times the amount of such verdict, together with the costs”); Patent Act of 1836, ch. 357, 5 Stat. 117 (1836) (stating that “it shall be in the power of the court to render judgment for any sum above the amount found by such verdict ... not exceeding three times the amount thereof, according to the circumstances of the case”).
FN4. The current statute, enacted in 1952 and codified at 35 U.S.C. § 284, provides:
Upon finding for the claimant the court shall award the claimant damages adequate to compensate for the infringement, but in no event less than a reasonable royalty for the use made of the invention by the infringer, together with interest and costs as fixed by the court.
When the damages are not found by a jury, the court shall assess them. In either event the court may increase the damages up to three times the amount found or assessed. Increased damages under this paragraph shall not apply to provisional rights under section 154(d) of this title.
The court may receive expert testimony as an aid to the determination of damages or of what royalty would be reasonable under the circumstances.
[7] This court fashioned a standard for evaluating willful infringement in Underwater Devices Inc. v. Morrison-Knudsen Co.,
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 717 F.2d 1380, 1389-90 (Fed.Cir.1983): “Where ... a potential infringer has actual notice of another's patent rights, he has an affirmative duty to exercise due care to determine whether or not he is infringing. Such an affirmative duty includes, inter alia, the duty to seek and obtain competent legal advice from counsel before the *1369 initiation of any possible infringing activity.”(citations omitted). This standard was announced shortly after the creation of the court, and at a time “when widespread disregard of patent rights was undermining the national innovation incentive.”  Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. Dana Corp.,
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 383 F.3d 1337, 1343 (Fed.Cir.2004) (en banc) (citing Advisory Committee on Industrial Innovation Final Report, Dep't of Commerce (Sep.1979)). Indeed, in Underwater Devices, an attorney had advised the infringer that “[c]ourts, in recent years, have-in patent infringement cases-found [asserted patents] invalid in approximately 80% of the cases,” and on that basis the attorney concluded that the patentee would not likely sue for infringement. 717 F.2d at 1385. Over time, our cases evolved to evaluate willfulness and its duty of due care under the totality of the circumstances, and we enumerated factors informing the inquiry.   E.g., Read Corp. v. Portec, Inc.,
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 970 F.2d 816, 826-27 (Fed.Cir.1992); Rolls-Royce Ltd. v. GTE Valeron Corp.,
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 800 F.2d 1101, 1110 (Fed.Cir.1986).
[8]
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[9] In light of the duty of due care, accused willful infringers commonly assert an advice of counsel defense. Under this defense, an accused willful infringer aims to establish that due to reasonable reliance on advice from counsel, its continued accused activities were done in good faith. Typically, counsel's opinion concludes that the patent is invalid, unenforceable, and/or not infringed. Although an infringer's reliance on favorable advice of counsel, or conversely his failure to proffer any favorable advice, is not dispositive of the willfulness inquiry, it is crucial to the analysis.   E.g., Electro Med. Sys., S.A. v. Cooper Life Scis., Inc.,
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 34 F.3d 1048, 1056 (Fed.Cir.1994) (“Possession of a favorable opinion of counsel is not essential to avoid a willfulness determination; it is only one factor to be considered, albeit an important one.”).
Since Underwater Devices, we have recognized the practical concerns stemming from our willfulness doctrine, particularly as related to the attorney-client privilege and work product doctrine. For instance, Quantum Corp. v. Tandon Corp.,
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 940 F.2d 642, 643 (Fed.Cir.1991), observed that “[p]roper resolution of the dilemma of an accused infringer who must choose between the lawful assertion of the attorney-client privilege and avoidance of a willfulness finding if infringement is found, is of great importance not only to the parties but to the fundamental values sought to be preserved by the attorney-client privilege.”  We cautioned there that an accused infringer “should not, without the trial court's careful consideration, be forced to choose between waiving the privilege in order to protect itself from a willfulness finding, in which case it may risk prejudicing itself on the question of liability, and maintaining the privilege, in which case it may risk being found to be a willful infringer if liability is found.”  Id.
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 at 643-44.   We advised that in camera review and bifurcating trials in appropriate cases would alleviate these concerns. Id. However, such procedures are often considered too onerous to be regularly employed.
Recently, in Knorr-Bremse, we addressed another outgrowth of our willfulness doctrine. Over the years, we had held that an accused infringer's failure to produce advice from counsel “would warrant the conclusion that it either obtained no advice of counsel or did so and was advised that its [activities] would be an infringement of valid U.S. Patents.”  Knorr-Bremse,
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 383 F.3d at 1343 (quoting *1370 Kloster Speedsteel AB v. Crucible Inc.,
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 793 F.2d 1565, 1580 (Fed.Cir.1986)). Recognizing that this inference imposed “inappropriate burdens on the attorney-client relationship,”id., we held that invoking the attorney-client privilege or work product protection does not give rise to an adverse inference, id.
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 at 1344-45.   We further held that an accused infringer's failure to obtain legal advice does not give rise to an adverse inference with respect to willfulness. Id.
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 at 1345-46.
More recently, in EchoStar we addressed the scope of waiver resulting from the advice of counsel defense. First, we concluded that relying on in-house counsel's advice to refute a charge of willfulness triggers waiver of the attorney-client privilege. EchoStar,
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 448 F.3d at 1299. Second, we held that asserting the advice of counsel defense waives work product protection and the attorney-client privilege for all communications on the same subject matter, as well as any documents memorializing attorney-client communications. Id.
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 at 1299, 1302-03.   However, we held that waiver did not extend to work product that was not communicated to an accused infringer.   Id. at 1303-04.   EchoStar did not consider waiver of the advice of counsel defense as it relates to trial counsel.
In this case, we confront the willfulness scheme and its functional relationship to the attorney-client privilege and work product protection. In light of Supreme Court opinions since Underwater Devices and the practical concerns facing litigants under the current regime, we take this opportunity to revisit our willfulness doctrine and to address whether waiver resulting from advice of counsel and work product defenses extend to trial counsel.   See Knorr-Bremse,
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 383 F.3d at 1343-44.
I. Willful Infringement
The term willful is not unique to patent law, and it has a well-established meaning in the civil context. For instance, our sister circuits have employed a recklessness standard for enhancing statutory damages for copyright infringement. Under the Copyright Act, a copyright owner can elect to receive statutory damages, and trial courts have discretion to enhance the damages, up to a statutory maximum, for willful infringement. 17 U.S.C. § 504(c). Although the statute does not define willful, it has consistently been defined as including reckless behavior.   See, e.g., Yurman Design, Inc. v. PAJ, Inc.,
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 262 F.3d 101, 112 (2d Cir.2001) (“Willfulness in [the context of statutory damages for copyright infringement] means that the defendant ‘recklessly disregarded’ the possibility that ‘its conduct represented infringement.’ ”) (quoting Hamil Am., Inc. v. GFI, Inc.,
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 193 F.3d 92, 97 (2d Cir.1999) (additional citations omitted)); Wildlife Express Corp. v. Carol Wright Sales,
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 18 F.3d 502, 511-12 (7th Cir.1994) (same); RCA/Ariola Int'l, Inc. v. Thomas & Grayston Co.,
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 845 F.2d 773, 779 (8th Cir.1988) (same); see also eBay Inc. v. MercExchange, L.L.C.,
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 547 U.S. 388, 126 S.Ct. 1837, 1840, 164 L.Ed.2d 641 (2006) (noting with approval that its resolution of the permanent injunction standard in the patent context created harmony with copyright law).
Just recently, the Supreme Court addressed the meaning of willfulness as a statutory condition of civil liability for punitive damages. Safeco Ins. Co. of Am. v. Burr,
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 --- U.S. ----, 127 S.Ct. 2201, 167 L.Ed.2d 1045 (2007).   Safeco involved the Fair Credit Reporting Act (“FCRA”), which imposes civil liability for failure to comply with its requirements. Whereas an affected consumer can recover actual damages for negligent violations of the FCRA, 15 U.S.C. § 1681 o(a), he can also recover punitive damages for willful ones, 15 U.S.C. § 1681 n(a). Addressing the *1371 willfulness requirement in this context, the Court concluded that the “standard civil usage” of “willful” includes reckless behavior. Id. at 2209; accord McLaughlin v. Richland Shoe Co.,
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 486 U.S. 128, 132-33, 108 S.Ct. 1677, 100 L.Ed.2d 115 (1988) (concluding that willful violations of the Fair Labor Standards Act include reckless violations); Trans World Airlines, Inc. v. Thurston,
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 469 U.S. 111, 128, 105 S.Ct. 613, 83 L.Ed.2d 523 (1985). Significantly, the Court said that this definition comports with the common law usage, “which treated actions in ‘reckless disregard’ of the law as ‘willful’ violations.”  Id. at 2209 (citing W. Keeton, D. Dobbs, R. Keeton, & D. Owen, Prosser and Keeton on Law of Torts  § 34, p. 212 (5th ed.1984)).
[10]
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[11] In contrast, the duty of care announced in Underwater Devices sets a lower threshold for willful infringement that is more akin to negligence. This standard fails to comport with the general understanding of willfulness in the civil context, Richland Shoe Co.,
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 486 U.S. at 133, 108 S.Ct. 1677 (“The word ‘willful’ ... is generally understood to refer to conduct that is not merely negligent.”), and it allows for punitive damages in a manner inconsistent with Supreme Court precedent, see, e.g., Safeco
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, 127 S.Ct. at 2209, 2214-15, 2216 n.20;   Smith v. Wade,
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 461 U.S. 30, 39-49, 103 S.Ct. 1625, 75 L.Ed.2d 632 (1983). Accordingly, we overrule the standard set out in Underwater Devices and hold that proof of willful infringement permitting enhanced damages requires at least a showing of objective recklessness. Because we abandon the affirmative duty of due care, we also reemphasize that there is no affirmative obligation to obtain opinion of counsel.
[12]
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[13]
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[14] We fully recognize that “the term [reckless] is not self-defining.”  Farmer v. Brennan,
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 511 U.S. 825, 836, 114 S.Ct. 1970, 128 L.Ed.2d 811 (1994). However, “[t]he civil law generally calls a person reckless who acts ... in the face of an unjustifiably high risk of harm that is either known or so obvious that it should be known.”  Id. (citing Prosser and Keeton § 34, pp. 213-14; Restatement (Second) of Torts
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  § 500 (1965)). Accordingly, to establish willful infringement, a patentee must show by clear and convincing evidence that the infringer acted despite an objectively high likelihood that its actions constituted infringement of a valid patent.   See Safeco,
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 127 S.Ct. at 2215 (“It is [a] high risk of harm, objectively assessed, that is the essence of recklessness at common law.”). The state of mind of the accused infringer is not relevant to this objective inquiry. If this threshold objective standard is satisfied, the patentee must also demonstrate that this objectively-defined risk (determined by the record developed in the infringement proceeding) was either known or so obvious that it should have been known to the accused infringer. We leave it to future cases to further develop the application of this standard.FN5
FN5. We would expect, as suggested by Judge Newman, post at 1377, that the standards of commerce would be among the factors a court might consider.
Finally, we reject the argument that revisiting our willfulness doctrine is either improper or imprudent, as Convolve contends. The ultimate dispute in this case is the proper scope of discovery. While it is true that the issue of willful infringement, or even infringement for that matter, has not been decided by the trial court, it is indisputable that the proper legal standard for willful infringement informs the relevance of evidence relating to that issue *1372 and, more importantly here, the proper scope of discovery.   See United States Nat'l Bank of Or. v. Indep. Ins. Agents of Am., Inc.,
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 508 U.S. 439, 447, 113 S.Ct. 2173, 124 L.Ed.2d 402 (1993) (“[A] court may consider an issue ‘antecedent to ... and ultimately dispositive of’ the dispute before it, even an issue the parties fail to identify and brief.”(quoting Arcadia v. Ohio Power Co.,
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 498 U.S. 73, 77, 111 S.Ct. 415, 112 L.Ed.2d 374 (1990))); see also Fed. R. Civ. Pro. R. 26(b) (limiting discovery to relevant, not necessarily admissible, information); accord Singleton v. Wulff,
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 428 U.S. 106, 121, 96 S.Ct. 2868, 49 L.Ed.2d 826 (1976) (“The matter of what questions may be taken up and resolved for the first time on appeal is one left primarily to the discretion of the courts of appeals, to be exercised on the facts of individual cases.”); Forshey v. Principi,
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 284 F.3d 1335, 1355-59 (Fed.Cir.2002) (en banc ). Accordingly, addressing willfulness is neither hypothetical nor advisory.
***
NEWMAN, Circuit Judge, concurring.
I join the court's holding that a voluntary waiver of the attorney-client privilege and work product protection as to patent opinion counsel is not a waiver of any privilege or protection as to litigation counsel. I also agree with the separate *1385 decision to overrule Underwater Devices, but only because that case has been misapplied, in the extremis of high-stakes litigation, to mean that “due care” requires more than the reasonable care that a responsible enterprise gives to the property of others. The obligation to obey the law is not diminished when the property is “intellectual.”  However, experience, and the exhortations of the amici curiae, have persuaded me that we should reduce the opportunities for abusive gamesmanship that the “due care” standard apparently has facilitated.
The thrust of Underwater Devices was that patent property should receive the same respect that the law imposes on all property. Industrial innovation would falter without the order that patent property contributes to the complexities of investment in technologic R & D and commercialization in a competitive marketplace. The loser would be not only the public, but also the nation's economic vigor. So I am sympathetic when told of the disproportionate burdens that a rigorous reading of Underwater Devices has placed on otherwise law-abiding commercial enterprise. Thus, to the extent that Underwater Devices has been applied as a per se rule that every possibly related patent must be exhaustively studied by expensive legal talent, lest infringement presumptively incur treble damages, I agree that the standard should be modified.
Although new uncertainties are introduced by the court's evocation of “objective standards” for such inherently subjective criteria as “recklessness” and “reasonableness,” I trust that judicial wisdom will come to show the way, in the common-law tradition. The standards of behavior by which a possible infringer evaluates adverse patents should be the standards of fair commerce, including reasonableness of the actions taken in the particular circumstances. It cannot be the court's intention to tolerate the intentional disregard or destruction of the value of the property of another, simply because that property is a patent; yet the standard of “recklessness” appears to ratify intentional disregard, and to reject objective standards requiring a reasonable respect for property rights.
***
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