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Russia Is the biggest country:

serious problems and unigue opportunities

 Russia is the biggest country
In the world

e The territory is 17075400 ki 7.4
= 5 European Unions |

i
POCCUSA

e 11 Time zones

* Foreign investments in 2009 -
$ 75 bin.

* Practical experience of IPR
protection is only 10 years



IPR protection Is a new challenge for Russi:

 In Russia the law regulating
IPR protection was adopted
only in 1992

* At the same time In the U \
and Western Europe IPR S&R
under legal protection sinCRQNE
18" century

«There is no other property that belongs more to
individual than the one that results out of hjses
intellectual work.»

(See the Law of Massachusetts of 1798)

e During 90-s the share ¢
counterfeits In some RuUSSIg
markets was about 80%-99%

* Practical measures on fightirt®
counterfeits have been applied
only since 2000



Types of counterfeiting

Counterfeit — a product marked with a registered
trademark without authorization of the trademark
owners, including:

Fake — a product, which is a complete copy of the
original one

Imitation — a product, marked with trademarks, viahic
are confusingly similar to the original ones

Parallel (grey) import — original products imported
Into country without authorization of trademark
owner



Topicality of IPR protection in Russie

e Stable economic development

e Building rightful democratic
society

e Integration into world community
and first of all oncoming joining |
WTO

. Personal control of President DI | "IARAMA B
Medvedev over situation with L
IPR protection

« Constant improvement of the
Russian IPR legislation BT
o Special attention of the Russian

law-enforcement authorities to
IPR problems




Who Is responsible for IPR protection in

Russia®?

e Police authorities;
e Customs authorities (special customs register),

IP holder/or its representative could apply to the Feti@astoms Service
to include the trademarks in the Register. Since the sramk included in
the Register the customs authorities will inform IP hditerepresentative
about any imported goods marked with IP holder’s traa® delivered
by unauthorized importer.

o State structures responsible for protection of tights of
consumers;

e Union of trademarks’ owners (RusBrand)



Legal provisions on IPR protection in Russie

Criminal legislation

Clauses 180 and 146 of the Criminal Code

e Basis for application:

Repeated infringement
Significant damage inflicted

e Penalties:

Fees up to 9000 Euros or infringer’s income fota years
Social works up to 240 hours

Correctional works up to 2 years

Imprisonment up to 6 years



Legal provisions on IPR protection in Russie

Administrative legislation

Clauses 14.10 and 7.12 of the Administrative code

e Penalties:

For individuals — fee in the amount of 25 — 45 Euwmng with
confiscation of counterfeit products

For private entrepreneurs — fee in the amount of-288D Euros along
with confiscation of counterfeit products

For legal entities — fee in the amount of 680 — 9K along with
confiscation of counterfeit products



Legal provisions on IPR protection in Russie

Civil legislation
Clause 1515 of Civil Code of Russia (part V)

 Applicable measures:

Compensation of economic damage inflicted
Destruction of counterfeits at the infringer's empe

IPR owner is also able to claim a compensation frofnnger in the
amount of 230 — 150.000 Euros or in the amount afbtdvalue of the
goods illegally marked with trademark

The finial amount of compensation is defined by theourt.



Counterfeiting in Russia today

The shares of counterfeits in different market200Q9:

Cosmetics - 35% Alcohol drinks — 60 % Drugs — 15%

Car spare parts — 60% Clothes — 70%

CD &DVD-73%
in year 2002 — 87%




Counterfeiting in Russia today

World economic crisis has exacerbated the
problem of counterfeiting: production of
counterfeits with excess profits Is increasing.



Distinctive features of IPR protection in

Russia

e Imperfection of legislation

Soft penalties
Deficiencies in legislation, which let infringers tecad prosecution

e Incompetence of responsible officials
e High level of corruption
 Tolerance of public opinion towards infringemeotsPR

* Reluctance of IPR owners to participate activelyprotection
of their brands



Distinctive features of IPR protection in Russia

Circulation of counterfeits

The Russian Fund of Federal
Property

Sale of ownerless products includinpg

counterfeits

" {
\

Courts
Recognition of —
counterfeits as ownerlesp

\
N Private companies — authorized
Fakes withdrawn by distributors of ownerless products
law-enforcement ‘N
authorities * o Lt

*"The second and
legal sale of
counterfeits

“
*
“
*




Protection of intellectual property rights:

main stages

 Collection, examination and structuring of informa
regarding the facts of intellectual property abuses

« Assistance to law enforcement agencies ammphg and
executing raids

« Legal consulting for proprietary owners

e PR Support



Practical framework for implementing a progranof intellectual

property protection

1. Toconduct preliminary market survey

To determine main distribution channels fmfringing
products

3. Toorganize raids on identified retail otdle

4. To withdraw Infringing products from retatlrnover, to
make appropriate storage arrangements

5. To initiate prosecution of retail traders, tdestion of the
seized products following a court ruling

6. To initiate a civil case claiming reimbursemehtiamage in
favor of trademark holder



Case study:

Identification and termination of counterfeit rdtaiade

Salyut-3 Clothing Market

The period from 9 to 16 August, 2002,
witnessed the biggest operation to
terminate the turnover of infringing,
products within Russia ever conducteg: A
by the Division of Fighting Economic 8
Crimes under the Moscow City Internajg
Affairs Department. The operation was
accomplished on Salyut-3 market territor
Vietnamese citizens were predominar§
vendors there, although the marketplac j§
served as a wholesaling source G
iInfringing products to be distributed to=¥
multiple retail outlets scattered s
throughout Moscow. For a month prior tdg
the operation, the market was subjectds
to an all-embracing inspection whic
allowed to obtain detailed information
about all trade outlets involved In
counterfeit trade.




Case study:

identification and termination of counterfeit rdtaade

Salyut-3 Clothing Market

The investigative research led to th¢
confiscation of well known sport brand
counterfeit products in the amount ofj§
42,500 pieces. In the course of thik
operation, the Vietnamese communit
representatives provoked '
disturbances around that E oyl
putting up severe opposition to thdgs
law enforcement authorities, ancis
several officers on duty were
seriously wounded. Upon conclusio
of the operation, a decision wag
taken by the Moscow  City
Authorities to close down the Salyut
3 Market.




Case study:

Suspension of counterfeit production

Eyskaya manufactory

On July 22, 2004 Russian police has
completed out investigative inspection of
«Eyskaya manufactory» Company,
located at the town Eysk (south part of
Russia). The investigation revealed the
fact of manufacturing of sportswear withjs
lllegal use of adidas trademarks. More |8
than eight thousand sportswear suits we i
confiscated from the factory warehousef ;
Criminal prosecution was initiated agains wm& :
factory’s management. o f m—
In 2006 the Director of «Eyskaya q ES 5
manufactory» was admitted gquilty inpP%
llegal use of the trademarks. The &Ny
confiscated counterfeit goods wer'ﬁ
destroyed.

A



Case study:

|dentification and termination of main channelscotinterfeit import

Interception of 151 railroad carriages loaded by conterfeits

Starting from 2003 the Russian Customs
authorities conduct special verification of
all imported goods marked by the world
famous brands. In April 2005 those
activities led to interception of huge
amount of counterfeit apparel and
footwear loaded into 151 railroad
carriages (adidas, Nike and Reebok
brands). All those carriages came from
China. Due to the significant scale of the
described infringement the criminal
Investigation initiated against consignees
of those counterfeits is conducted by the
Federal Security Service of Russia.



Case study:

Identification and termination of counterfeit whedde trade

Cherkizovo Market in Moscow

In 2009 the strategic decision was
made by federal and Moscow
authorities — Cherkizovo market will
be closed.

Cherkizovo market was the largest

wholesale enterprise in Moscow. It

had an area of 72 hectares. There were
own underground workshops,

storages, exchange offices, huge
warehouses, etc.



Case study:

Identification and termination of counterfeit whedde trade

In June 2009 on the score of mfrmgmg
sanitary security it was closed. In July
the court governed to close the
market. At present time the checks are
being conducted at the market b
Investigation Committee of Federa
Security  Service, MInIStI‘R;I_ ~of
Extraordinary Situations and Ministry
of the Interior.

In the frame of criminal case
Initiated under clause 188 of
Criminal Code of Russia (smuggling)
Investigators arrested and seized
gf)ods to the sum exceeded USD 2
n.



Case study:

Identification and termination of counterfeit whedde trade

The owner of Cherkizovo market invested $1.5
BIn in construction of fashanoble hotel in
Turkey and requested Turkish citizenship.

Moscow high-rank officials and world famous
stars participated in the opening ceremony



Case study:

Identification and termination of counterfeit whedde trade

Closing of Cherkizovo market caused
great concerns in China.

Dozens of thousands of Chinese dealers
lost their job and income. Foreign
Ministry of China submitted its protest

to the Russian government requesting
not to close the market.



Case study:

counterfeit software

In 2009 the Department on fighting Economic Crimes
of the Russian Ministry of the Internal Affairs
conducted control purchase from individual
entrepreneur in Astrakhan’ region. During the check
products of several companies — Microsoft, Adobe, 1
C etc. were revealed and seized.

Later the court found individual entrepreneur guiit
committing crime under article 146, part 3 of the
Criminal Code. The person was sentenced to
imprisonment for a term of two (2) years. The
sentence was suspended for 2 years.

Damages were calculated in the amount equal to the
value of original products, multiplied by the numbe
of infringing copies. Total sum of damages exeeded
Euro 36 700. That sum should be paid by the convict



Conclusion

In the end we will note two basic circumstances:

There is no one remedy to this phenomenon as adeimteo
matter how efficient such measures are.

Success of the counterfeit counteraction policyuireg a
sustainable progress combining tightening of legistat
sanctions and constant pressure from law enforcemen
agencies, regular market monitoring and consiskffiorts of
rightholders, training of specialists and broaaj@lty oriented
outreach.



Conclusion

Complex program of IPR protection is one of
the main factors of successful business in
Russia
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