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Abstract. The article is concerned with the problems of estimating the amount of damage
caused by trademark counterfeiting in relation to goods (works, services), which is the basic
component of an offence under Article 180 of the Criminal Code of the Russian Federation. The
authors give a critical appraisal of the law enforcement practice in this field, and based on the
analysis of the activities of anti-monopoly enforcement authorities, they make sound recom-
mendations on the use of special techniques for identifying and calculating damage caused by
different types of offences under study, which will allow to qualify them properly. The research
procedures include analysis, induction and deduction. The results of the research can be used
as a basis for developing concrete techniques for law enforcement practice.
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npegycmotpenHoro ct. 180 YK P®. ABTOpbI KPUTUYECKMN OLIEHMBAOT NMPaBONPUMEHUTENBHYHO
NPakTUKy N0 AaHHOMY BOMPOCY W HA OCHOBE aHaNU3a [esTeNbHOCTM OpPraHoB Mo Haa3opy
33 COONIOJEHNEM aHTUMOHOMOSIbHOrO 3aKOHOAATENbCTBA MpefsiaralT  pPekoMeHaaLmu
Mo NPUMEHEHNIO CMEeLManbHbIX METOAMK YCTAHOBMNEHWS M pacyéTa ywiep6a B OTAENbHbIX
npectynnexuax. [lpeanaraeMble  METOAMKM  MO3BOMAIOT  OCYLLECTBWUTb  MPABUIIbHYHO
KBANM(UKALMIO NPOTUBONPABHbIX [AEAHUA. ABTOpamMM NpU NPOBEAEHUN UCCNeA0BaHUSA
CNONb30BAHbI METOAbl aHanu3a, WHAYKUMW W Oefykuun. HOBW3HA HACTOAWMX UAen
3aKJ04aeTcsd B Pa3paboTke CheuuanbHbIX METOAMK YCTAHOBNIEHWS M pacyéta yuiepba u
BbIpaboTKe 3(PEKTUBHLIX PEKOMeHZALMIA ANd NPpaBoONPUMEHUTENS MO UX UCMOJIb30BAHUIO B
npakTuKe. BbIBOAbI NCCNea0BaHNsA MOTYT CTaTb OCHOBOW MOArOTOBKW MPAKTUHECKNX METOANK
AN NpodeccUoHaibHON AeATENbHOCTY COTPYAHWKOB NPaBOOXPAHUTENbHbIX OPraHoOB.
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The current Russian legislation consid-
ers trademark counterfeiting an offence if
the act is committed repeatedly or cause
major damage (Article 180 of the Crimi-
nal Code of the Russian Federation) [5].
A review of the criminal record of Russia
for 2013-2017 shows that the number of
convicts under this article increases by a
quarter on the average every year. Still,
one cannot be sure that in all cases of ac-
countability the offence in question re-
ceived correct legal qualification [1].

The qualification of this offence im-
plies a full, objective and comprehensive
assessment of damage and a description of
the mechanism of its infliction as a result
of the unlawful impact on the exclusive
rights of the owners of intellectual prop-
erty (trademarks). The unsubstantiated
and superficial determination of the qual-
itative and quantitative characteristics of
this offence predetermines, in addition to
the violation of the rights of the parties in
criminal proceedings, a poor judicial per-
spective in a criminal case [3]. Thus, the
Nagatinsky District Court of Moscow, re-
turning a case of S. charged in committing
a crime under Part 3 of Article 180 of the
Criminal Code of the Russian Federation
to the prosecutor of the Southern Admin-

istrative District of Moscow to remove
obstacles to its consideration by the court,
indicated that the amount of the imputed
damage was not specified and there is no
description of evidence confirming the
amount of damage caused'.

Meanwhile, when calculating the
amount of damage in practice, a rather
primitive technique is used by investi-
gating authorities and courts, the point
of which is to determine the quantity of
counterfeit goods of one trademark, mul-
tiply it by the cost of one unit and record
the result as an amount of damage caused
to the trademark owner. If it exceeds 250
thousand rubles, the case is sent to the
criminal court, with the provision of the
described method of damage calculat-
ing and, as a rule, a guilty verdict is an-
nounced.

Thus, according to the verdict of the
Perm District Court of the Perm Terri-
tory dated January 15, 2016, D. was found
guilty of committing crimes under Part 3
of Article 30, item «b» of Part 6 of Article
171 of the Criminal Code of the Russian
Federation, Part 1 of Article 180 of the

1

Appeal Resolution of the
Court dated 30.05.2016 Ne
[OnexTpoHHBIT pecypc] Available at:
Consultant Plus.

Moscow  City
10-8024/2016.
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Criminal Code of the Russian Federation.
The trial court’s decision was that the ac-
tions of D. caused damage to the com-
pany «Societé Jas Hennessy & Co» in the
amount of 1,719,360.5 rubles, at the rate
0f 9,938.5 rubles for 1 bottle of the cognac
«HENNESSY X.O.», 0.5 liter volume, the
total number of sold bottles of the cognac
«HENNESSY X.O.» was 173 bottles. Ac-
cording to the presented data, the dam-
age caused by counterfeit products with
the illegal trademark «Hennessy X.O.»
0.5 1 and 0.7 1 is calculated using the for-
mula «number of bottles x original price
= damage cost» — (105 bottles x 10,048
rubles = 1,055,040 rubles + 48 bottles x
13,156 rubles = 631,488 rubles) and the
total sum is 1,686,528 rubles, based on the
selling price of the original product Hen-
nessy X.0. 0.7 1 of 13,156 rubles per bottle
at the time of withdrawal'.

The peculiarity of this case is the fact
that the counterfeit cognac was poured
into bottles of 0.5 1 volume, and the pre-
sented calculation was based on the pro-
ducer’s prices per 0.351and 0.7 1 volume
bottles. It is obvious that this calculation
is incorrect even mathematically. How-
ever, it did not prevent the court from
convicting the suspect and satisfying the
trademark owner’s claims for inflicted
damage.

Thus, after hearing an appeal to up-
hold the damage claims the Perm Region-
al Court indicated that the defendant’s
criminal actions had incurred the loss of
profit in the form of non-received income,
which would have increased the owner’s
capital, and caused damage to the busi-
ness reputation of the trademark owner

' Verdict of the Perm District Court of the
Perm Territory dated 15.01.2016 on the case
Ne 1-1/2016 (1-337/2015). [OnexTpoHHDIT pe-
cypc] Available at: SPS Consultant Plus.

in the region where counterfeit products
were distributed®.

However, such bases for calculating
damage arouse strong objections.

Firstly, it is quite obvious that in this
particular case the trademark owner
did not suffer from any loss in the form
of lost profits by the turnover of coun-
terfeit products, since the seized goods
had not been put into mass circulation -
consumers did not show any interest in
them - and the act of selling just a part
of goods to a law enforcement officer can
hardly be qualified as detriment to the
legal producer. Besides, in the damage
calculation report there is not a word of
the distribution of the original product
of «Societé Jas Hennessy & Co» in the
region.

Secondly, it is possible to calculate
only the probable income that the trade-
mark owner could have received if the
counterfeit goods had been traded and
really ousted the part of legal products
mentioned in the verdict and led to the
loss of the trademark owner’s profit. It is
this mechanism of calculating damages in
the form of lost profits that seems to be
logical and allows to trace the develop-
ment of a causal link from the violation of
trademark rights to the damage caused to
a trademark owner.

We assume that the calculation of the
lost profit of the company «Societé Jas
Hennessy & Co.», as a result of D’s ille-
gal actions, should look like this: Loss of
profit = (CP2015 - AP2015) + (CP2016 -
EP2016), where: CP is the counterfactual
profit that the trademark owner would
have received at the product sales in the

2

Appeal Definition of the Perm Regional Court
dated 20.03.2017 in case Ne 33-3172/2017.
[OnexTpoHHblit pecypc] Available at: SPS
Consultant Plus.
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absence of violation; AP2015 — the actual
profit received by the trademark owner
for the period of counterfeit goods sales;
EP2016 - the estimated profit which,
according to reasonable forecasts, the
trademark owner would have got in
2016

As one can see, this method of calcu-
lation allows quite objectively to establish
the amount of income that the trademark
owner could receive, provided that his
right to the trademark were not violated.
Meanwhile, in practice, a simplified ap-
proach to damage calculation is used,
which is not aimed at losses incurred by
the proprietor, but at income received by
the offender.

Thus, canceling the verdict in the case
of the unlawful use of a trademark, and
referring the case to a new consideration
to determine the amount of damage (lost
profit) caused to the trademark owner, as
well as the amount of the convicted per-
sons income, the Nizhny Novgorod Re-
gional Court indicated that «it should be
remembered that according to Article 180
of the Criminal Code of the Russian Fed-
eration non-pecuniary damage shall not
be taken into account when calculating
the amount of caused damage, the courts
should proceed from the circumstances of
each particular case (for example, the fact
and amount of real damage, the amount
of profit received by a person as a result
of his violation of intellectual property
rights) [4]. Besides, it should be noted that
in relation to Article 15 of the Civil Code
of the Russian Federation, the lost profit

! Clarification of the Presidium of the FAS of
Russia dated 11.10.2017 No. 11 «To Determine
the Amount of Damages Caused by Violation of
Antitrust Laws» (approved by the protocol of the
Presidium of the FAS Russia dated 11.10.2017
Ne 20). [OnexrponHnslit pecypc] Available at:
SPS Consultant Plus.

is calculated not in the amount of the al-
leged income of the trademark owner, but
in relation to the income of the offender»?.

In our opinion, in the stated above
case the court restrictively interpreted
the rule of civil law which states that «if
a person who violated a right received
income as a result of this violation, the
person whose right was violated has the
right to claim compensation for the loss
of profit in the amount of no less than
the incomes received», i. e. the amount
of the right holder’s lost profits cannot
be less than the unjustified income of the
offender, but these incomes should be
taken into account along with other losses
[2]. In the situation when the bodies of the
preliminary investigation and the courts
have not the formula for calculating losses
proposed by the Federal Antimonopoly
Service of the Russian Federation such a
calculation may look albeit incomplete, but
partly reflecting the amount of the losses
incurred. Moreover the revenues received
by the offender, in accordance with the
Civil Code of the Russian Federation,
are ascribed to the lost profit and quite
objectively reflect its amount. The relativity
of the alleged losses here can be also proved
by the fact that, as a rule, counterfeit goods
are much cheaper than the legal ones, and
offenders use «promoted brands» to attract
customers with low prices, and it’s highly
likely that consumers «peck» on a favorable
discount more than on a well-known
trademark. As it can be seen, damage
calculation in the equivalent value of the
obtained illegal income is not without
a flaw, but today it is the most common
technique for determining the quantitative

2

Cassation Definition of the Nizhny Novgorod
Regional Court dated 04.03.2011 in case Ne 22-
1419/11. [OnextponHslil pecypc] Available at:
SPS Consultant Plus.
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component of the consequences of the
crime in question.

Besides, the considered techniques
of calculating losses do not include the
income that the trademark owner could
have received by making a licensing
agreement with the seller of their products.

According to the explanations
provided in Paragraph 11 of the
Resolution of the Plenum of the Supreme
Court of the Russian Federation and
the Plenum of the Supreme Arbitration
Court of the Russian Federation No. 6/8
dated July 1, 1996, the amount of non-
received income (lost profit) should be
calculated by taking into account the
reasonable costs that the lender should
have incurred if the obligation had been
fulfilled!. Thus, the Presidium of the
Supreme Arbitration Court of the Russian
Federation considering the issue of
calculating the amount of damages caused
to the copyright holder, indicated that the
case file contains a copy of the license
agreement concluded by the claimant
for the purpose of transferring the non-
exclusive right to a trademark. The user’s
annual payment on it is $24,000.00 or
about 650,000 rubles, or 6,500 minimum
wages. This amount can be regarded as
the plaintiff’s losses in the form of lost
profit>. This method of calculation is
current in investigative judicial practice’.

' Resolution of the Plenum of the Supreme Court

of the Russian Federation No. 6, Plenum of
the Supreme Arbitration Court of the Russian
Federation dated 01.07.1996 (ed. 03.24.2016)
Ne 8 «On Some Issues Related to the Application
of the First Part of the Civil Code of the Russian
Federation». In: Rossijskaya gazeta, 1996,
August 13.

Resolution of the Presidium of the Supreme
Arbitration Court of the Russian Federation
dated July 05.07.2005 No. 3578/05 in case No.
A55-3830 / 2004-12 of ATP «Consultant Plus».
*  Verdict of the Anapa City Court of Krasnodar

At the same time, for inclusion of a fee that
the violator did not pay to the right holder
for using a trademark into the amount of
caused damage, it is necessary to proceed
from the price, which under comparable
circumstances is usually charged for their
legitimate use, and when calculating its
size, the compensation due to license
agreement providing for a simple (non-
exclusive) license at the time of the
violation should be taken into account*.

Summarizing the above, when
qualifying a crime under Article 180 of the
Criminal Code of the Russian Federation
on the basis of causing major damage
to the trademark owner, we suggest a
counterfeit analysis, i.e. economic and
financial modeling of the market situation
free from trademark counterfeiting. It is
also necessary to take into consideration
that one of the damage components can
be remuneration not received by the
trademark owner by concluding a license
agreement on using the trademark with
the seller of the products. Moreover, the
amount of damage caused cannot be
less than the illegal profit gained by the
offender due to trademark counterfeiting,
and the moral damage caused to the
victim should not be taken into account
when calculating the damage.

Territory dated 09.12.2011 in case Ne 1-251/2011.
Available at: SPS Consultant Plus.

4 Resolution of the Plenum of the Supreme Court
of the Russian Federation No. 5, Plenum of
the Supreme Arbitration Court of the Russian
Federation dated 26.03.2009 No. 29 «On
Some Issues Arising in Connection with the
Introduction of Part Four of the Civil Code of
the Russian Federation». In: Rossijskaya gazeta,
2009, April.
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