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Problem’s setting: The national law of Ukraine in the field of copyright and similar rights establishes the opportunity for owners, in case of their rights violation, to demand: 1) compensation of damages (material damage), including lost profits, or 2) income collection received by the infringer as a result of violating the copyright and (or) similar rights, or 3) compensation. In this case, the court has the right to render the decision or resolution on compensation’s payment determined by the court, ranging from 10 to 50,000 of minimum wages instead of compensation for losses or income collection. So, the legislator distinguishes the above mentioned methods of compensation of property damage and indicates that compensation can only be assigned instead of other methods of reimbursement.

The national laws of foreign countries also contain provisions concerning the possibilities to pay the holder a compensation, but some associate it exclusively as moral damage reimbursement, others – as lump sum payment, which is not less than the amount of payments that the offender had to pay in the case of receipt of a permit for using the rights of intellectual property. Such a different understanding of the institution of compensation’s content requires thorough scientific analysis. Considering also the fact that Ukrainian courts should alone determine the amount of compensation, adequate level of scientific cognition of this way of compensation for property damage is very essential.

Analysis of recent research and publications. The issues of compensation as reimbursement of property damage were the interest of a number of studies of national and foreign scholars, namely: O. Aiupov, I. Vashchyntsia, O. Horodov, V. Drobiazko, Yu. Kapitsa, V. Tropin, H. Uvarkin, A. Shtefan, and many others. However, some aspects of the compensation institution in the domestic civil law science are not considered enough, or these aspects are so controversial among scholars that are needed of further scientific studies.

Unsettled issues. The issues in the field of ensuring the rights of the defendants in cases of copyright infringement with the claim for compensation, as well as the issues on the proportionality of responsibility of the offender with the caused damage in the case of compensation are not thoroughly studied in the national civil law science. We have not found any studies analyzing the court practice on the subject of possible abuses of compensation by the holders in case of minor violations.

Therefore, the objective of this article is research of the content of compensation as one of the methods to reimburse property damage under national law; the practice of using the norm for its assignment by the courts of Ukraine, as well as the analysis of foreign experience in this area.

The main material: First of all, we would like to analyze the concept of “compensation” and appropriateness of using this term in relation to the mechanism of compensating property damages for copyright infringement.

So Great Explanatory Dictionary of Ukrainian language acknowledges reimbursement, equilibration, reward for something, and the sum paid as reimbursement, reward; cover of costs, losses [1, c. 560]. That is, existence of costs (losses) is fundamental for using the term compensation.

National legal regulation of the concept compensation is as follows:

- Compensation under c. 5 of the p. 2 of the Art. 432 of the Civil Code of Ukraine is considered as one-time monetary penalty instead of reimbursement of losses for the unauthorized use of intellectual property rights. The scale of the penalty is determined in accordance with the law considering the guilty of a person and other circumstances that are essential [2].

- Expansion of indicated above norm is contained in the Law of Ukraine “On Copyright and Similar Rights”, which establishes the possibility for a court to make a judgment or award about paying compensation instead of damages’ reimbursement or income collection. So, as we can see the norms of the laws of equal legal force contain contradictory provisions: Civil Code of Ukraine provides compensation instead of damages’ reimbursement, while the Law – both instead of damages’ reimbursement and instead of income collection. The specified difference can lead to the fact that the plaintiff can simultaneously request both compensation and income collection using the norm adopted later (the norm of Civil Code of Ukraine), that contradicts to the national understanding of compensation as an alternative.

Besides, the Plenum of the Supreme Court of Ukraine in the p. 42 of the Resolution “On Implementing the Legislation by Courts in Cases about Protection of Copyright and Similar Rights” indicates that considering the corresponding disputes the courts should bear in mind that the compensation is payable in case of proving a violation of property rights of copyright’s subject and (or) similar rights, but not the scale of losses. Thus, to meet the demand for compensation’s payment there is enough evidence of the commission of an act by a person, which are admitted infringement of copyright and (or) similar rights.

To determine the sum of such a compensation, which is adequate to violation, the court must examine: a fact of violation of property rights and the type of an infringement; objective criteria that may indicate the approximate scale of damages caused by illegal every individual use of copyright’s object and (or) similar rights; the duration and extent of violations (single or multiple use of the disputed objects); the amount of income obtained in the offence; number of persons, whose rights are infringed; intent of the defendant; the ability to restore the previous situation and the necessary efforts, etc.

Analysis of the mentioned above norms makes it possible to set the following compensation’s features: it is an alternative with respect to damages’ reimbursement and income collection; the choice of compensation as a way to redress the damage id prerogative of the plaintiff; the law sets the minimum and maximum amount of such a compensation, which direct determination is the responsibility of the court.

The positions of scholars about the mechanism of compensation are rather different: H. Uvarkin considers compensation as a specific way to protect copyright that has probabilistic, approximate character [3, c. 12-13]. O. Aiupov considers compensation as an unusual phenomenon and atypical, since it is rather complicated to achieve a balance of interests [4, c. 117]. Yu. Kapitsa argues that, taking into consideration the positive practice of courts using reimbursement in the form of compensation for the subjects of copyright and similar rights, it is reasonable to preserve this approach spreading the limits of the penalties’ scale (compensation) on other objects of intellectual property right and indicating that the scale of penalties must not be lower than the amount of royalties or fees, which the offender would have to pay [5, c. 370-371]. It is noteworthy that the latter author in his positions takes into account not only the national practice, but the practice of the EU. To confirm this, we provide the norms of the regional European law, which define the essence of compensation.

Therefore, the Guideline of the European Parliament and the Council 2004/48 / EC on ensuring the enforcement of intellectual property rights indicates: Member States may provide that in appropriate cases and at the request of a person, who may be the object of the measures provided in this section, the competent judicial authorities can enact the decision to pay monetary compensation to the party suffered the damage, instead of implementing the measures described in this section, if the actions of stated person were not intentional or careless, when using these measures may cause disproportionate harm and if the payment of money compensation to the party suffered the damage, seems adequate reimbursement [6].

That is, compensation by European standards is used in appropriate cases and at the request of a person, who may be the object of measures that is to offer compensation instead of other types of claims should the defendant himself. The mechanism of compensation in cases of impossibility of clear calculating the amount of loss is actively used in national practice, where the request for compensation comes out from the plaintiff, not from the defendant, proving a significant difference in the understanding the essence of the mechanism of compensation of European and national legislators.

The Art. 13 of the Guideline provides that Member States may provide the adoption of a decision by the competent judicial authorities, at the request of the party suffered the damage, about the payment by the offender, who knew or had reasonable cause to know that his actions bear the offence, the subject of compensation’s rights adequate to actual damage that was caused by the offence. Establishing the compensation the judicial authorities:

a) take into account all relevant aspects, such as the negative economic consequences caused to the party that has suffered damage, including loss of profits, any illegal income earned by the offender and, where appropriate, other factors besides economic, such as moral damages, caused by the violation of the subject of the right; or

b) as an alternative to the provisions of paragraph (a), judicial authorities may, in appropriate cases, set the damages’ compensation as a fixed amount, which is determined on the basis of at least the size of royalties or fees, which the offender would have to pay, if he had asked permission to use rights of intellectual property that are referred [6].

As you can see from the above stated norms of European law, compensation is used at the initiative of the defendant in unintentional or negligent cases, but in cases of direct intent – by the initiative of the plaintiff. It is important to note on the absence of any distinction of causes in using compensation in the national practice.

Compensation’s amount also varies enough in Ukraine and the EU. Thus, the Law of Ukraine “On Copyright and Similar Rights” enacts the possibility of seeking compensation in the amount of 10 to 50,000 minimum wages [7]. Nowadays it is from 12180 to 60900000 UAH. You must agree that the sums are enough significant. And taking into account the fact that the violation may cause petty damage, the amount of compensation may be disproportionate to the committed offence.

As it was indicated above, the European practice of using compensations is based on the amount of payments that could get the holder in case of legal use of intellectual property rights. For example, the German practice and the case-law indicate that 100% of charges on regular rates are imposed on violators of copyright. The Greek legislation about copyright, similar rights and cultural issues, namely the Art. 65 (2) establishes that “a person, who by his own intent or negligence violates copyright or similar rights of another person, must compensate moral damages and to pay damages’ reimbursement in the amount not less than twice the amount that is set by the law or such, which is defined b y the common practice for the use accomplished by the offender without a license” [8]. For comparison, the courts of Ukraine, according to the recommendations of the Plenum of the Supreme Court of Ukraine, in determining the amount of compensation do not even have to take into account the data on the amount of payments that the holder could receive if the use of his creative activity’s results were lawful. So, it emphasizes the differences of the national legal regulation from the European concerning the issue of determining the circumstances relevant to establish compensation.

It is important to stress that the attitude of certain scholars to multiplicity of compensation’s calculation, which is used in the European practice, is very critical. In their opinion, this approach is beyond the institution of compensation for property damage and is contrary to the compensation’s nature of this method of protection, since the purpose of compensation for property damage is not the enrichment of a person, whose rights have been violated, but it is compensation of material damage [9, c. 30]. The use of multiplicity also puts compensation with other methods of property damage’s reimbursement in unequal position and is a prerequisite for using by plaintiffs. We quite agree with such a point of view, but we insist that national practice of using compensation creates greater imbalance. Indeed, minimum and maximum limits of compensation stated in the norms of legislation puts the courts in a situation, where they are forced while proving the fact of copyright violation to take the decision or award on compensation payment at least in the minimum limits, while the amount of the loss is negligible. That is, in any case, the proof of the copyright infringement, the holders can expect to 12180 UAH of compensation.

Analysis of the materials of national court practice proves that numerous abuses of compensation’s institution from the holders are already present. Thus, studying the materials of cases of copyright infringement by commercial courts for the period from January 1, 2010 to January 1, 2015 we found out that the decision to pay compensation was in 154 cases, while damages’ reimbursement – only in 85 cases.

Out of 1204 civil cases of copyright infringement decisions of compensation payments were taken in 484 cases [10]. Only in 2014 the majority of lawsuits of copyright infringement were initiated by the company with limited liability “Masha i Miedvied” because of the illegal use of images of characters from the animated movie with the same name. Not bothering with the obligation to prove the amount of damages and claiming in each of the claims different amount of compensation, the courts had to decide on the payment of at least the minimum amount of compensation set by the law. So, despite the real damages of the holder, due to the compensation mechanism’s use the company collects the minimum size in all courts of Ukraine.

There are significant problems from the standpoint of protecting the rights of the defendant while using the compensation mechanism. Besides paying the compensation at least in the minimum amount, even if the damage was not significant, the defendant has no absolute possibilities to change the method of reimbursement chosen by the plaintiff. So, p. 2 of the Art. 31 of Civil and Procedural Code of Ukraine provides the right of the defendant to accept a claim in the whole or in part, and to forward counter-claim. So if the fact of violation took place, the defendant could not change the essence of the claim concerning compensation payment for damages’ reimbursement or income collection. The only procedural possibility to overcome this situation is to conclude amicable agreement, but it is possible only with the goodwill of the plaintiff. Analysis of the materials of court practice proves that such a “good will” is not unfortunately observed among the plaintiffs. This allows to affirm that the compensation at the present day became not an alternative mean for property damage reimbursement, but a mean of the holders’ enrichment. As the way out of this situation we offer to amend the Art. 31 of the Civil and Procedural Code of Ukraine and to state p. 2 of this norm as follows: “In the case of plea, the defendant has the right to submit a written application to change the way of property damage’s reimbursement”. Interpretation of the opportunities to change the way of damage’s reimbursement by the defendant must be prescribed in the Resolution of the Plenum of the Supreme Court of Ukraine.

Conclusions: The above stated convinces that a compensation as the mechanism for damages’ reimbursement caused by the infringement of intellectual property rights does not provide the principles of fairness, integrity and reasonableness. In this regard, we express the position of the need for legislative adjustment of the institution of compensation, in particular, the establishment of the possibility for the defendant to change the chosen by the plaintiff method of reimbursement from compensation into, for example, damages’ reimbursement or income collection. We also offer to outline in the legislation the scale of compensation in the form of double amount of payments that could get the holder in case of legal using his intellectual property rights. Further scientific research should be conducted in the field of possible use of compensation institution as property damages’ reimbursement for patent infringement.
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Bazhenov Mykhailo. Compensation for copyright infringement: analysis of using national and foreign practices
The article deals with the one of the refund methods of the damage for infringement of copyright – compensation. There was made investigation of legislation and practice of applying this method in Ukraine and foreign countries. During the research there was made conclusion concerning substantial differences in understanding of category and essence of compensation in national and foreign legislation. Thus the precise changes of national legislation for balancing of investigated method understanding were offered by the author.
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Баженов М.І. Компенсація за порушення авторських прав: аналіз національної та іноземної практики застосування

Стаття присвячена вивченню одного із способів відшкодування майнової шкоди за порушення авторських прав – компенсації. Автором здійснено дослідження законодавчого регулювання та практики застосування цього способу в Україні та іноземних державах. У ході дослідження зроблено висновок про суттєві відмінності в розумінні поняття та суті компенсації у національному та іноземному законодавствах. У зв’язку з цим, автором пропонуються конкретні зміни до національного законодавства, покликані збалансувати розуміння досліджуваного способу.
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Статья посвящена изучению одного из способов возмещения имущественного ущерба за нарушение авторских прав - компенсации. Автором проведено исследование законодательного регулирования и практики применения этого способа в Украине и иностранных государствах. В ходе исследования сделан вывод о существенных различиях в понимании понятия и сущности компенсации в национальном и иностранном законодательстве. В связи с этим, автором предлагаются конкретные изменения в национальное законодательство, призванные сбалансировать понимание изучаемого способа.
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