
 

Shire Development  v. Watson Pharmaceuticals: Markush Claiming 

Today in Shire Development, LLC v. Watson Pharmaceuticals, Inc., __ 

F.3d __, No. 2016-1785 (Fed. Cir. Feb. 10, 2017)(Hughes, J.), in a validity 

challenge to claims related defining one particular component as a 

Markush group, the appellate panel overturned a District Court ruling that 

had found the Markush claims to pass patentability-muster. 

In essence, the Markush-defined element (b) of the claimed invention has a 

definition inconsistent with the exemplary support for this element (b).  The 

outcome is fact-driven which should not in the normal course of events 

create a problem for future patentees. 

Because of the paucity of recent case law dealing with Markush claims, 

Shire Development  should be an important case study for practitioners 

who draft Markush definitions of claimed subject matter. 

As an appendix on the following page is the text of claim 1of the Markush-

defined element in question is highlighted by a red box. 

Also attached is the complete text of the opinion. 

 

Regards, 

Hal  
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3ODLQWLIIV��FROOHFWLYHO\��6KLUH��VXHG�'HIHQGDQWV��FROOHF�
WLYHO\�� :DWVRQ�� IRU� LQIULQJLQJ� FODLPV� �� DQG� �� RI� 8�6��
3DWHQW� 1R�� ���������� E\� ILOLQJ� $EEUHYLDWHG� 1HZ� 'UXJ�
$SSOLFDWLRQ�1R�� �������ZLWK� WKH�)RRG�DQG�'UXJ�$GPLQ�
LVWUDWLRQ� VHHNLQJ� WR� PDUNHW� D� JHQHULF� YHUVLRQ� RI� 6KLUH·V�
PHVDODPLQH� GUXJ�� /,$/'$�� %HFDXVH� :DWVRQ·V� $1'$�
3URGXFW�GRHV�QRW�VDWLVI\�WKH�0DUNXVK�JURXS�UHTXLUHPHQWV�
LQ�FODLP���E���ZH�UHYHUVH�DQG�UHPDQG�ZLWK�LQVWUXFWLRQV�WR�
HQWHU�MXGJPHQW�RI�QRQ�LQIULQJHPHQW�

,�

$�

7KH ·����SDWHQW�LV�GLUHFWHG�WR�D�FRQWUROOHG�UHOHDVH�RUDO�
SKDUPDFHXWLFDO� FRPSRVLWLRQ� RI� PHVDODPLQH� �DOVR� NQRZQ�
DV� PHVDOD]LQH� RU� ��DPLQR�VDOLF\OLF� DFLG�� XVHG� WR� WUHDW�
FHUWDLQ�LQIODPPDWRU\�ERZHO�GLVHDVHV�� �6KLUH�'HY���//&�Y��
:DWVRQ�3KDUP�� ,QF�������)��G�������������)HG��&LU��������
������ 'HFLVLRQ��� � 7KDW� FRPSRVLWLRQ� LQFOXGHV� WKH�PHVDOD�
PLQH� DFWLYH� LQJUHGLHQW�� DQ� LQQHU�� OLSRSKLOLF� PDWUL[�� DQ�
RXWHU�� K\GURSKLOLF�PDWUL[�� DQG� RWKHU� RSWLRQDO� H[FLSLHQWV���
·����SDWHQW�FRO����OO����²���

:KHQ� D�PDWUL[� LV� K\GURSKLOLF�� LW� ´KDV� DQ� DIILQLW\� IRU�
ZDWHUµ�DQG�WKHUHIRUH�´UHDGLO\�GLVVROYHV�LQµ�LW�� ������'HFL�
VLRQ������)��G DW������Q����VHH�6KLUH�'HY��//&�Y��:DWVRQ�
3KDUP���,QF���1R�����������&,9�������:/����������DW�
��
�6�'��)OD��0DU������������������7ULDO�'HFLVLRQ���QRWLQJ�WKH�
SDUWLHV·�VWLSXODWHG�WR�GHILQLWLRQ�RI�´K\GURSKLOLFµ�DV�´KDYLQJ�
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DQ� DIILQLW\� WR� ZDWHUµ��� � &RQYHUVHO\�� ZKHQ� D� PDWUL[� LV�
OLSRSKLOLF�� LW� ´KDV� DQ� DIILQLW\� IRU� OLSLGVµ� DQG� WKHUHIRUH�
´UHVLVWV�GLVVROYLQJ� LQ�ZDWHU�µ� ������'HFLVLRQ������)��G DW�
�����Q����VHH�LG� DW�������QRWLQJ WKH�SDUWLHV·�VWLSXODWHG�WR�
GHILQLWLRQ�RI�´OLSRSKLOLFµ�DV�´SRRU�DIILQLW\�WRZDUGV�DTXHRXV�
IOXLGVµ��

6KLUH� DVVHUWV� FODLPV� �� DQG� �� RI� WKH� ·���� SDWHQW� ,Q�
UHOHYDQW�SDUW��FODLP���UHDGV�

����&RQWUROOHG�UHOHDVH�RUDO�SKDUPDFHXWLFDO�FRPSR�
VLWLRQV� FRQWDLQLQJ� DV� DQ� DFWLYH� LQJUHGLHQW� ��
DPLQR�VDOLF\OLF�DFLG��FRPSULVLQJ�

D��DQ� LQQHU� OLSRSKLOLF�PDWUL[ FRQVLVWLQJ�RI�
VXEVWDQFHV�VHOHFWHG�IURP�WKH�JURXS�FRQVLVW�
LQJ� RI XQVDWXUDWHG� DQG�RU� K\GURJHQDWHG�
IDWW\�DFLG�� VDOWV�� HVWHUV�RU�DPLGHV� WKHUHRI��
IDWW\�DFLG�PRQR���GL��RU�WULJO\FHULGV��ZD[HV��
FHUDPLGHV�� DQG� FKROHVWHURO� GHULYDWLYHV�
ZLWK� PHOWLQJ� SRLQWV� EHORZ� ���� &��� DQG�
ZKHUHLQ�WKH�DFWLYH�LQJUHGLHQW�LV�GLVSHUVHG�
ERWK�LQ�VDLG >VLF@ WKH�OLSRSKLOLF�PDWUL[�DQG�
LQ�WKH�K\GURSKLOLF�PDWUL[��

E��DQ�RXWHU�K\GURSKLOLF�PDWUL[ ZKHUHLQ�WKH�
OLSRSKLOLF� PDWUL[� LV� GLVSHUVHG�� DQG VDLG�
RXWHU� K\GURSKLOLF� PDWUL[� FRQVLVWV� RI� FRP�
SRXQGV� VHOHFWHG� IURP� WKH� JURXS� FRQVLVWLQJ�
RI SRO\PHUV� RU� FRSRO\PHUV� RI� DFU\OLF� RU�
PHWKDFU\OLF�DFLG��DON\OYLQ\O�SRO\PHUV��K\�
GUR[\DON\O� FHOOXORVHV�� FDUER[\DON\O� FHOOX�
ORVHV�� SRO\VDFFKDULGHV�� GH[WULQV�� SHFWLQV��
VWDUFKHV�DQG�GHULYDWLYHV��DOJLQLF�DFLG��DQG�
QDWXUDO�RU�V\QWKHWLF�JXPV��

F��RSWLRQDOO\�RWKHU�H[FLSLHQWV���������

·����SDWHQW� FRO���� OO���²��� �HPSKDVHV�DGGHG��� �'HSHQGHQW�
FODLP� �� OLPLWV� WKH� FRPSRVLWLRQ� WR� ´WKH� IRUP� RI� WDEOHWV��
FDSVXOHV��>RU@�PLQWDEOHWV >VLF@�µ��,G� FRO����OO����²���

Hal
Rectangle
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,Q������� IROORZLQJ�D�EHQFK�WULDO��WKH�GLVWULFW�FRXUW�UH�
MHFWHG�:DWVRQ·V�LQYDOLGLW\�DUJXPHQWV WKDW WKH�·����SDWHQW
ODFNHG�ZULWWHQ�GHVFULSWLRQ�DQG�HQDEOHPHQW��DQG KHOG WKDW�
:DWVRQ� LQIULQJHG� FODLPV� �� DQG� �� 6KLUH� 'HY�� //&� Y��
:DWVRQ� 3KDUP��� ,QF��� 1R�� ���������&,9�� ����� :/�
���������DW�
����6�'��)OD��0D\��������� ������7ULDO�'HFL�
VLRQ��

2Q�DSSHDO��DQG�DJDLQ�DIWHU�UHPDQG�IURP�WKH�6XSUHPH�
&RXUW��ZH�KHOG�WKDW�WKH�·����SDWHQW�PDWULFHV�DUH�´GHILQHG�
E\�PXWXDOO\� H[FOXVLYH� VSDWLDO� FKDUDFWHULVWLFV³RQH� LQQHU��
RQH�RXWHU³DQG�PXWXDOO\�H[FOXVLYH�FRPSRVLWLRQDO� FKDUDF�
WHULVWLFV³RQH�K\GURSKLOLF��RQH�OLSRSKLOLF�µ�������'HFLVLRQ��
���� )��G DW� ������ UHPDQGHG� E\ ���� 6�� &W�� ����� ��������
JUDQWLQJ� FHUW�� WR DQG� YDFDWLQJ ���� )��G� ����� �)HG�� &LU��
������ 7KXV� ZH FRQFOXGHG� WKDW� D� ´PDWUL[³QRW� MXVW� DQ�
H[FLSLHQW�ZLWKLQ� WKH�PDWUL[µ³PXVW�H[KLELW� WKH�DSSURSUL�
DWH� FKDUDFWHULVWLF� ,G�� DW� ���� �HPSKDVLV� RPLWWHG��� �:H�
IXUWKHU� H[SODLQHG� WKDW� WKH�PDWUL[� FRPSRVLWLRQV� DUH ´OLP�
LWHG�E\�WKH�0DUNXVK�JURXSVµ�DGGHG�GXULQJ�SURVHFXWLRQ�´WR�
RYHUFRPH� WKH� H[DPLQHU·V� UHMHFWLRQ� RI� WKH� FODLPV� DV� REYL�
RXV�µ��,G� DW������

6XPPDUL]LQJ�WKH�RSHUDWLRQ�RI�WKH�0DUNXVK�JURXSV�LQ�
WKH�·����SDWHQW��ZH�GHWHUPLQHG�WKDW�´WKH�FRUUHFW�FRQVWUXF�
WLRQ� UHTXLUHV� WKDW� WKH� LQQHU� YROXPH� FRQWDLQ� VXEVWDQFHV�
IURP� WKH� JURXS� GHVFULEHG� IRU� WKH� LQQHU� OLSRSKLOLF�PDWUL[�
�ZKLFK� DUH� DOO� OLSRSKLOLF� VXEVWDQFHV��� DQG� WKDW� WKH� RXWHU�
YROXPH� VHSDUDWHO\� FRQWDLQ� VXEVWDQFHV� IURP� WKH� JURXS�
GHVFULEHG� IRU� WKH� RXWHU�K\GURSKLOLF�PDWUL[� �ZKLFK�DUH�DOO�
K\GURSKLOLF��µ��,G�

2Q�UHPDQG��WKH�GLVWULFW�FRXUW�FRQFOXGHG�WKDW�:DWVRQ·V
$1'$�3URGXFW�VDWLVILHG WKH�´LQQHU�OLSRSKLOLF�PDWUL[µ�DQG�
´RXWHU� K\GURSKLOLF� PDWUL[µ� OLPLWDWLRQV� 6HH� ����� 7ULDO�
'HFLVLRQ�� �����:/� �������� DW� 
��� 
��� 7KH� FRXUW� DOVR�
GHWHUPLQHG� WKDW� :DWVRQ·V $1'$� 3URGXFW� VDWLVILHG� WKH�
0DUNXVK� OLPLWDWLRQV� EHFDXVH� WKH� H[FLSLHQWV� IDOOLQJ� RXW�
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VLGH� WKH� UHVSHFWLYH�0DUNXVK� JURXSV� ZHUH� ´XQUHODWHGµ� WR�
WKH� LQYHQWLRQ� VLQFH WKH\� GLG� QRW� GULYH� WKH�ZDWHU�DIILQLW\�
SURSHUW\�RI�WKHLU�UHVSHFWLYH�PDWULFHV���,G��DW�
��� :DWVRQ
DSSHDOV WKH� GLVWULFW� FRXUW·V� FRQVWUXFWLRQV� RI� ´LQQHU� OLSR�
SKLOLF� PDWUL[µ� DQG� ´RXWHU� K\GURSKLOLF PDWUL[µ� DQG� LWV�
ILQGLQJV� RI� LQIULQJHPHQW� :H�KDYH� MXULVGLFWLRQ�XQGHU����
8�6�&���������D�����

,,

´)ROORZLQJ� D� EHQFK� WULDO��ZH� UHYLHZ�D� GLVWULFW� FRXUW·V�
FRQFOXVLRQV�RI�ODZ�GH�QRYR DQG�LWV�ILQGLQJV�RI�IDFW�IRU�FOHDU�
HUURU�µ $OOHUJDQ��,QF��Y��6DQGR]�,QF�������)��G������������
�)HG��&LU��������

´$�0DUNXVK�FODLP�LV�D�SDUWLFXODU�NLQG�RI�SDWHQW�FODLP�
WKDW� OLVWV� DOWHUQDWLYH� VSHFLHV� RU� HOHPHQWV� WKDW� FDQ� EH�
VHOHFWHG� DV� SDUW� RI� WKH� FODLPHG� LQYHQWLRQ�µ� � 0XOWLOD\HU�
6WUHWFK�&OLQJ�)LOP�+ROGLQJV��,QF��Y��%HUU\�3ODVWLFV�&RUS���
���� )��G� ������ ����� �)HG�� &LU�� ������� � 7KLV� W\SLFDOO\�
DSSHDUV� LQ� WKH� IRUP�� ´D�PHPEHU� VHOHFWHG� IURP� WKH� JURXS�
FRQVLVWLQJ� RI� $�� %�� DQG� &�µ� � ����� 'HFLVLRQ�� ���� )��G� DW�
�����Q����TXRWLQJ�*LOOHWWH�&R��Y��(QHUJL]HU�+ROGLQJV��,QF���
����)��G ������������)HG��&LU���������

+HUH��FODLP��·V� �D��DQG��E�� OLPLWDWLRQV�XVH�WKH�SKUDVH�
´FRQVLVWLQJ�RI�µ RU�´FRQVLVWV�RI�µ�WR�FKDUDFWHUL]H�WKH�PDWUL[��
DQG�´FRQVLVWLQJ�RIµ WR�GHILQH�WKH�JURXSV� ZKLFK�´FUHDWHV�D�
YHU\� VWURQJ� SUHVXPSWLRQ� WKDW� WKDW FODLP� HOHPHQW� LV�
¶FORVHG·� DQG� WKHUHIRUH� ¶H[FOXGH>V@� DQ\� HOHPHQWV�� VWHSV�� RU�
LQJUHGLHQWV�QRW�VSHFLILHG�LQ�WKH�FODLP�·µ��0XOWLOD\HU�6WUHWFK�
&OLQJ� )LOP� +ROGLQJV�� ���� )��G DW� ���� �TXRWLQJ� $)*
,QGXV���,QF��Y��&DUGLQDO�,*�&R�������)��G�������������)HG��
&LU�� �������� � 2YHUFRPLQJ� WKLV� SUHVXPSWLRQ� UHTXLUHV� ´WKH�
VSHFLILFDWLRQ� DQG� SURVHFXWLRQ� KLVWRU\µ� WR� ´XQPLVWDNDEO\�
PDQLIHVW� DQ� DOWHUQDWLYH� PHDQLQJ�µ� VXFK� DV� ZKHQ� WKH�
SDWHQWHH� DFWV� DV LWV� RZQ� OH[LFRJUDSKHU�� � ,G� DW� ����� VHH�
&RQRFR��,QF��Y��(QHUJ\�	�(QYWO��,QW·O������)��G������������
Q����)HG��&LU����������
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7KRXJK�WKH�´FRQVLVWLQJ�RIµ�SUHVXPSWLRQ�LV�YHU\ VWURQJ��
ZH�SHUPLW�WKH�UDUH�H[FHSWLRQ�IRU�´DVSHFWV�XQUHODWHG�WR�WKH�
LQYHQWLRQ�µ��1RULDQ�&RUS��Y��6WU\NHU�&RUS�������)��G�������
����� �)HG�&LU��������� � ,Q�1RULDQ��ZH�FRQVLGHUHG�ZKHWKHU�
DGGLQJ� D� VSDWXOD� WR� D� FDOFLXP� SKRVSKDWH� FKHPLFDO� NLW�
GHVLJQHG� WR� UHSDLU� WHHWK� DQG� ERQHV� WRRN� WKH� DFFXVHG�
SURGXFW� RXWVLGH� WKH� VFRSH� RI� WKH� DVVHUWHG� SDWHQW�� � ,G� DW�
������ ����²��� 7KH� FODLP� DW� LVVXH� FRQWHPSODWHG� RQO\�
DVSHFWV�RI�WKH�FKHPLFDOV�WKHPVHOYHV����

���$�NLW�IRU�SUHSDULQJ�D�FDOFLXP�SKRVSKDWH�PLQHU�
DO��VDLG�NLW�FRQVLVWLQJ�RI�

DW� OHDVW� RQH� FDOFLXP� VRXUFH� DQG� DW� OHDVW�
RQH�SKRVSKRULF�DFLG�VRXUFH� IUHH�RI�XQFRP�
ELQHG�ZDWHU�DV�GU\�LQJUHGLHQWV��DQG

D� VROXWLRQ� FRQVLVWLQJ�RI�ZDWHU� DQG�D� VRGL�
XP�SKRVSKDWH��ZKHUH�WKH�FRQFHQWUDWLRQ�RI�
VDLG� VRGLXP� SKRVSKDWH� LQ� VDLG� ZDWHU�
UDQJHV� IURP� ����� WR� ����0� DQG� VDLG� VROX�
WLRQ� KDV� D� S+� LQ� WKH� UDQJH� RI� DERXW� �� WR�
���

,G� DW�����²�����:H�FRQFOXGHG�WKDW�´>L@QIULQJHPHQW�LV�QRW�
DYRLGHG�E\�WKH�SUHVHQFH�RI�D�VSDWXOD�� IRU� WKH�VSDWXOD�KDV�
QR�LQWHUDFWLRQ�ZLWK�WKH�FKHPLFDOV��DQG�LV�LUUHOHYDQW�WR�WKH�
LQYHQWLRQ�µ��,G� DW������

+HUH��:DWVRQ·V�$1'$�3URGXFW�GRHV�QRW�IDFLDOO\�VDWLV�
I\�WKH�FODLP���E��0DUNXVK OLPLWDWLRQ���7KH�:DWVRQ�$1'$�
3URGXFW·V� H[WUDJUDQXODU� VSDFH³ZKLFK� WKH� GLVWULFW� FRXUW�
UHFRJQL]HG� LV� WKH� RXWHU� K\GURSKLOLF�PDWUL[³FRQWDLQV WKH�
IROORZLQJ�H[FLSLHQW FRPSRVLWLRQ�DQG�SURSHUWLHV�
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:DWVRQ·V 2SHQLQJ�%U��DW�����VHH�-�$�������������� $V�WKH�
GLVWULFW�FRXUW�FRQFOXGHG��´>P@DJQHVLXP�VWHDUDWH��DQ�H[FLS�
LHQW�QRW�ZLWKLQ�WKH�FODLP���E��0DUNXVK�JURXS�� LV�SUHVHQW�
ZLWKLQ�WKH�H[WUDJUDQXODU�VSDFH�µ 6HH������7ULDO�'HFLVLRQ��
�����:/��������� DW�
��� 6R�WKH�FODLP���E��OLPLWDWLRQ�LV�
OLWHUDOO\�YLRODWHG�

1RQHWKHOHVV�� WKH�GLVWULFW�FRXUW� IRXQG�WKDW�:DWVRQ� LQ�
IULQJHG� EHFDXVH� WKH� FRPSRQHQW� RXWVLGH� RI� WKH� 0DUNXVK�
JURXS³L�H��� WKH� OLSRSKLOLF� PDJQHVLXP� VWHDUDWH� LQ� WKH�
K\GURSKLOLF� RXWHU� PDWUL[³LV� XQUHODWHG� WR� WKH� LQYHQ�
WLRQ� 7KHUHIRUH��WKH�GLVWULFW�FRXUW�KHOG�WKDW�WKH�OLSRSKLOLF�
FRPSRQHQW�LQ�WKH�RXWHU�K\GURSKLOLF�PDWUL[�IHOO�ZLWKLQ�WKH�
H[FHSWLRQ�DQQRXQFHG�LQ�1RULDQ���,G� DW�
��²��� :H�GLVD�
JUHH ZLWK�WKH�GLVWULFW�FRXUW·V�LQWHUSUHWDWLRQ�RI�1RULDQ DQG�
ZKDW�FRQVWLWXWHV�D�FRPSRQHQW�XQUHODWHG�WR�WKH�LQYHQWLRQ��

7KH�SXWDWLYH� LQYHQWLRQ� RI� WKH� ·����SDWHQW� LV� D�PXOWL�
PDWUL[�V\VWHP�WKDW�UHOLHV�RQ�WKH�K\GURSKLOLF�DQG�OLSRSKLOLF�
FKDUDFWHULVWLFV� RI� WKH�PDWULFHV WR UHOHDVH�PHVDODPLQH� LQ�
WKH� FRORQ� ´LQ� D� VXVWDLQHG� DQG� XQLIRUP� PDQQHU�µ� � �����
'HFLVLRQ������)��G DW������ :KHQ�WKH�RXWHU��K\GURSKLOLF�
PDWUL[� LQWHUDFWV ZLWK D� SHUVRQ·V� GLJHVWLYH� IOXLGV�� WKH�
PDWUL[ FUHDWHV� D� VZROOHQ� EDUULHU SUHYHQWLQJ DTXHRXV�
VROXWLRQ� IURP� UHDFKLQJ� WKH� LQQHU�� OLSRSKLOLF�PDWUL[�� �6HH�
·����SDWHQW�FRO����OO����²��� 7KLV GHOD\ SHUPLWV�WKH�SURG�
XFW� WR� SURFHHG� WKURXJK� WKH� GLJHVWLYH� V\VWHP� XQWLO� WKH�
ZDWHU� EUHDNV� DSDUW� WKH� RXWHU�PDWUL[�� UHOHDVLQJ� WKH� OLSR�
SKLOLF�JUDQXOHV���6HH�LG� FRO����O����²FRO����O����

+HUH�� WKH�GLVWULFW� FRXUW� FRQFOXGHG WKDW� WKH� ´PDJQHVL�
XP�VWHDUDWH�LQ�WKH�H[WUDJUDQXODU�VSDFH�LV�RYHUZKHOPHG E\�
WKH�K\GURSKLOLF�SURSHUWLHV� RI� WKH� VRGLXP�VWDUFK�JO\FRODWH�
LQ�WKH�H[WUDJUDQXODU�VSDFHµ�DQG�FUHGLWHG�H[SHUW�WHVWLPRQ\�
WKDW� WKH� K\GURSKLOLF� ´VRGLXP� VWDUFK� JO\FRODWH� LV� PRUH

� 66*� LV� DQ� DEEUHYLDWLRQ� IRU� VRGLXP� VWDUFK� JO\FR�
ODWH��
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SRWHQW WKDQ� WKH� PDJ� VWHDUDWHµ� ZKHQ� ´RXWVLGHµ� WKH� JUDQ�
XOHV� ����� 7ULDO� 'HFLVLRQ�� ����� :/� �������� DW� 
���
�HPSKDVHV� DGGHG� �LQWHUQDO� TXRWDWLRQ� PDUNV� RPLWWHG����
7KH� GLVWULFW� FRXUW� WKHUHE\� IRXQG� WKDW� WKH� PDJQHVLXP�
VWHDUDWH� H[HUWHG� OLSRSKLOLF� LQIOXHQFH� LQ� WKH� RXWHU�PDWUL[��
DQG� WKDW� ILQGLQJ LV� ZHOO� VXSSRUWHG�� 6KLUH·V� H[SHUW
DFNQRZOHGJHG�WKDW�´WKH�PDJQHVLXP�VWHDUDWH�LQ�WKH�VSDFHV�
EHWZHHQ� WKH�JUDQXOHV� LV� QR� OHVV� OLSRSKLOLF� WKDQ� WKH�PDJ�
QHVLXP� VWHDUDWH� LQ� WKH� JUDQXOHV�µ� VHH�-�$�� ������ DQG� WKH�
FRXUW IRXQG WKDW�PDJQHVLXP�VWHDUDWH� LV VR VWURQJO\� OLSR�
SKLOLF� WKDW� LW� PD\ ´LPSDUW� OLSRSKLOLF� FKDUDFWHULVWLFV� WR� D�
FRPSRVLWLRQ� HYHQ� LQ� ORZ� FRQFHQWUDWLRQV�µ� ����� 7ULDO�
'HFLVLRQ�� ����� :/� �������� DW� 
���� VHH� LG� DW� 
��²��
�FUHGLWLQJ� H[SHUW� WHVWLPRQ\� WKDW�PDJQHVLXP� VWHDUDWH� ´LV�
RQH�RI�WKH�PRVW� OLSRSKLOLF�WKLQJV�>WKH�H[SHUW�FRXOG@� LPDJ�
LQH�µ�DQG�H[SODLQLQJ�WKDW�D FRQFHQWUDWLRQ�RI������PDJQH�
VLXP� VWHDUDWH� FRXOG� LQFUHDVH� GLVVROXWLRQ� WLPH� E\� PRUH�
WKDQ� WHQIROG�� 1R� RQH� KDV� VXJJHVWHG� WKDW� PDJQHVLXP�
VWHDUDWH�� ZKHQ� LQ� WKH� RXWHU� PDWUL[�� LV� QHLWKHU� OLSRSKLOLF�
QRU� K\GURSKLOLF� 7KXV�� ZH FRQFOXGH WKDW� EDVHG� RQ� WKH�
GLVWULFW� FRXUW·V� ILQGLQJV�� WKH�PDJQHVLXP� VWHDUDWH� UHWDLQV�
LWV� OLSRSKLOLF� FKDUDFWHU� LQ� WKH� H[WUDJUDQXODU� VSDFH� $F�
FRUGLQJO\�� WKH� PDJQHVLXP� VWHDUDWH� VWUXFWXUDOO\� DQG�
IXQFWLRQDOO\� UHODWHV� WR� WKH� LQYHQWLRQ�� DQG� LWV� SUHVHQFH� LQ�
WKH�RXWHU�PDWUL[�YLRODWHV� WKH� ´FRQVLVWLQJ RIµ� UHTXLUHPHQW�
LQ�FODLP���E��

6KLUH DUJXHV�� DQG� WKH� GLVWULFW� FRXUW� KHOG�� WKDW� WKH�
PDJQHVLXP VWHDUDWH LQ�:DWVRQ·V�SURGXFW³ZKLFK�:DWVRQ�
LQFOXGHV�DV�D�OXEULFDQW�UDWKHU�WKDQ�IRU�LWV�OLSRSKLOLF�SURS�
HUWLHV³LV� XQUHODWHG� WR� WKH� LQYHQWLRQ� EHFDXVH� LW� LV� QRW�
VXIILFLHQWO\�OLSRSKLOLF�WR�UHQGHU�WKH�RXWHU�PDWUL[�OLSRSKLOLF�
%XW�1RULDQ GLG�QRW� UHVWULFW� ´UHODWHGµ� FRPSRQHQWV� WR� RQO\�
WKRVH�WKDW�DGYDQFH�RU�DUH�LQWHQGHG�WR�DGYDQFH�D�0DUNXVK�
JURXS·V� DOOHJHGO\� LQYHQWLYH� HOHPHQWV�� �$QG�ZH� GHFOLQH� WR�
LPSRVH�VXFK�D�UHTXLUHPHQW��ZKLFK�ZRXOG�LQ�HIIHFW HTXDWH
WKH VFRSH� RI� D�0DUNXVK� JURXS·V ´FRQVLVWLQJ� RIµ� ODQJXDJH�
ZLWK� HLWKHU ´FRPSULVLQJµ� RU� ´FRQVLVWLQJ� HVVHQWLDOO\� RIµ
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ODQJXDJH�� �6HH�&,$6�� ,QF�� Y��$OOLDQFH�*DPLQJ�&RUS��� ����
)��G� ������ ����� �)HG�� &LU�� ������ �´¶>&@RPSULVLQJ·�������LV�
LQFOXVLYH� RU� RSHQ�HQGHG�DQG�GRHV�QRW� H[FOXGH�DGGLWLRQDO��
XQUHFLWHG� HOHPHQWV� RU�PHWKRG� VWHSV��������µ �TXRWLQJ�*HRU�
JLD�3DFLILF� &RUS�� Y�� 8�6�� *\SVXP� &R��� ���� )��G� ������
����²��� �)HG�� &LU�� ������� $.� 6WHHO� &RUS�� Y�� 6ROODF� 	�
8JLQH������)��G�������������)HG��&LU���������´7KH�SKUDVH�
¶FRQVLVWLQJ�HVVHQWLDOO\�RI·�������SHUPLW>V@�LQFOXVLRQ�RI�FRPSR�
QHQWV� QRW� OLVWHG� LQ� WKH� FODLP�� SURYLGHG� WKDW� WKH\� GR� QRW�
¶PDWHULDOO\� DIIHFW� WKH� EDVLF� DQG� QRYHO� SURSHUWLHV� RI� WKH�
LQYHQWLRQ�·µ �TXRWLQJ� 33*� ,QGXV�� Y�� *XDUGLDQ� ,QGXV��
&RUS�������)��G�������������)HG� &LU� �������

6KLUH�DOVR�DUJXHV�WKDW ZH�PXVW LQWHUSUHW�FODLP���E��WR�
FRYHU� SURGXFWV� ZLWK PDJQHVLXP� VWHDUDWH� LQ� WKH� H[WUD�
JUDQXODU�VSDFH EHFDXVH�WKH�·����SDWHQW�H[DPSOHV�GLVFORVH�
PDJQHVLXP�VWHDUDWH�LQ�WKH�RXWHU�PDWUL[�� �$VVXPLQJ�WKDW�
6KLUH�LV�FRUUHFW�DERXW�WKH�FRQWHQW�RI�WKH�H[DPSOHV� ZH VWLOO
ILQG�WKDW�6KLUH�KDV�QRW�´RYHUFRPH�WKH�H[FHSWLRQDOO\�VWURQJ�
SUHVXPSWLRQµ�WKDW�0DUNXVK�JURXSV�DUH�FORVHG� 0XOWLOD\HU�
6WUHWFK� &OLQJ� )LOP�+ROGLQJV�� ���� )��G� DW� ����� �KROGLQJ�
WKDW� D� SDWHQW� VSHFLILFDWLRQ·V� OLVWLQJ� RI� FRPSRQHQWV� QRW�
OLVWHG� LQ� D� 0DUNXVK� JURXS� ZDV� LQVXIILFLHQW� WR� RYHUFRPH�
WKH� SUHVXPSWLRQ� FUHDWHG� E\� ´FRQVLVWLQJ� RIµ� FODLP� ODQ�
JXDJH��� � 6KLUH� GRHV� QRW� FKDOOHQJH� WKH� GLVWULFW� FRXUW·V�
FRQVWUXFWLRQ�RI�´FRQVLVWLQJ�RI�µ�DQG�QHLWKHU�WKH�·����SDWHQW�
VSHFLILFDWLRQ�QRU� WKH� SURVHFXWLRQ�KLVWRU\� UHIOHFW� LQWHQW� WR�
DGRSW� D PHDQLQJ� RI� ´FRQVLVWLQJ� RIµ� RWKHU� WKDQ� WKH� ZHOO�
HVWDEOLVKHG�� OLPLWHG GHILQLWLRQ�� �7KXV��ZH�DSSO\�WKH�SODLQ�
FODLP�ODQJXDJH��

� 7KH� GLVWULFW� FRXUW·V� UHOLDQFH� RQ� FODLP� ��F��� ZKLFK�
UHFLWHV� ´RSWLRQDOO\� RWKHU� H[FLSLHQWV�µ� LV� HUURQHRXV�� � �����
7ULDO�'HFLVLRQ�������:/����������DW�
���Q������&ODLP���F��
SODLQO\� IDOOV� XQGHU� WKH� SUHDPEOH·V� ´FRPSULVLQJµ� WUDQVL�
WLRQDO�SKUDVH�DQG�RXWVLGH�RI�FODLP��·V��D��DQG��E��0DUNXVK�
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$FFRUGLQJO\��ZH� FRQFOXGH� WKDW�:DWVRQ·V�$1'$�3URG�
XFW� GRHV� QRW� VDWLVI\� WKH� FODLP� ��E�� 0DUNXVK� OLPLWDWLRQ��
DQG��E\�H[WHQVLRQ��GRHV�QRW�VDWLVI\�GHSHQGHQW�FODLP�����6HH�
)HUULQJ�%�9��Y��:DWVRQ�/DEV���,QF��)ORULGD������)��G�������
����� �)HG�� &LU�� ������ �´2QH� ZKR� GRHV� QRW� LQIULQJH� DQ�
LQGHSHQGHQW�FODLP�FDQQRW�LQIULQJH�D�FODLP�GHSHQGHQW >RQ@
�DQG� WKXV� FRQWDLQLQJ� DOO� WKH� OLPLWDWLRQV� RI�� WKDW� FODLP�µ�
�TXRWLQJ�:DKSHWRQ�&DQYDV�&R��Y��)URQWLHU��,QF�� ����)��G�
�����������Q����)HG� &LU� �������� :H�UHYHUVH�WKH�GLVWULFW�
FRXUW·V� MXGJPHQW� DQG� UHPDQG� IRU� HQWU\� RI� MXGJPHQW� RI
QRQ�LQIULQJHPHQW DQG� RWKHU� SURFHHGLQJV� FRQVLVWHQW� ZLWK�
WKLV�RSLQLRQ��

5(9(56('�$1'�5(0$1'('�

JURXSV�� �&ODLP���F�� WKHUHIRUH� GRHV� QRW� SUHVHQW� D� SHUPLV�
VLYH�FDWFK�DOO�WR�WKRVH�FORVHG�0DUNXVK�JURXSV�

� %HFDXVH�WKLV�FRQFOXVLRQ�UHVROYHV�WKH�DSSHDO��ZH�GR�
QRW� DGGUHVV� :DWVRQ·V� RWKHU� FODLP� FRQVWUXFWLRQ� RU� QRQ�
LQIULQJHPHQW�DUJXPHQWV�
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