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Kenaroglu Intellectual Property

A pragmatic approach to tackling
counterfeiting

Despite a comprehensive legal regime, rights holders still face difficulties when it comes to
combating counterfeiting in Turkey

A significant number of counterfeits

have been produced and released on the
Turkish market and transported from
there to different jurisdictions around

the world. Its unique location as a transit
trade centre connecting Europe and Asia
means that Turkey plays a crucial role not
only in the production of counterfeits, but
also in their import and transport. Thus,
as the market for counterfeits expands,
rights holders should pay careful attention
to Turkey.

Turkey’s status as both a large-scale
counterfeit market and a transit trade
zone has prompted the government
to pass a comprehensive set of
counterfeiting and legal regulations
designed to protect intellectual property.
Rights holders can use these to apply to
both the criminal and civil courts to claim
protection against counterfeiting actions
based on trademark infringement and
unfair competition.

However, despite this comprehensive
legal regime, rights holders still face
difficulties when it comes to combating
counterfeiting in Turkey.

Raids

In order to initiate criminal proceedings,
a rights holder must file a criminal
complaint against the counterfeiter in
which it can request that the public
prosecutor first organise a raid at the
counterfeiter’s premises and then file

a criminal court action against it based
on trademark infringement and unfair
competition. Alternatively, the rights
holder can file a court action directly
without requesting a raid first. Raid orders
are usually granted within 24 to 48 hours
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of being requested.

In the past, submitting the address and
name of the counterfeiter to the public
prosecution office was sufficient to obtain
araid order.

However, a February 21 2014
amendment to the Criminal Procedure
Code altered the requirement
for ‘reasonable suspicion’ about
counterfeiting acts and replaced it with a
need for ‘strong suspicion’ in order for the
claim to be approved.

This was reversed on December 2 2014
through a further amendment, although
the legal authorities still require evidence
suggesting there is a strong suspicion that
counterfeiting is taking place in order to
grant a raid order.

Most public prosecution offices and
courts request samples and invoices
— issued on the date that the criminal
complaint was filed and indicating the
sale of counterfeit goods — before they will
grant a request for a raid. Howevet, it is
not always easy to obtain such evidence,
particularly given that it must meet the
standard of strong suspicion.

Penalties
The next step is for the rights holder
to file a criminal court action against
the counterfeiter based on trademark
infringement and unfair competition.
Article 61/A of Decree Law 556 sets out
punishments for counterfeiting of between
one and three years’ imprisonment and
a fine of up to 20,000 times the average
daily wage. Under the Commercial
Code, counterfeiting is punishable by
imprisonment for up to two years or a
judicial fine.
However, the actual application of

these punishments depends on additional
requirements. Article 231 of the Code

of Civil Procedure allows the courts to
suspend punishments where the sentence
is two years’ imprisonment or less and the
guilty party has no previous convictions.
If the counterfeiter commits no other
intentional crimes for five years thereafter,
the sentence shall be annulled and the
court will dismiss the case.

In other words, only a previous ‘final’
conviction which was in place on the filing
date of the criminal complaint will prevent
the court from suspending the sentence.

This effectively destroys any
possibility that penalties might act as
a deterrent, as it is relatively easy for
a counterfeiter to change company
executives and continue its business
under a different name, thus precluding
the application of any punishment.

In addition, in the exceptional case
that a counterfeiter is sentenced to
imprisonment, he or she is nearly always
offered the option of converting this
sentence into a fine. For example, in 2014
the Fourth Chamber of the Istanbul Civil
IP Court punished a counterfeiter who had
been raided and previously tried based
on trademark infringement and unfair
competition against the same rights holder.

In the more recent case the
counterfeiter was given a suspended
sentence, which he opted to convert into a
fine of TRY6,000 — which was less than his
daily turnover — generated through sales of
counterfeit goods.

Accordingly, difficulties in obtaining
raid orders and the strict requirements
for applying punishments against
counterfeiting render the effectiveness of
criminal procedures questionable.
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It is also possible to file civil court
actions for the seizure and destruction of
counterfeits, and for the determination,
prevention and revocation of counterfeiting
actions; as well as to claim compensation
for damages and loss of profits.

However, it is not possible to combat
counterfeits efficiently through civil
proceedings alone, as it can take the
civil courts a couple of weeks to grant
preliminary injunctions for the seizure
of counterfeits; and even then, they
often require an expert opinion on the
authenticity of the products.

Likewise, notifying the defendant
of proceedings gives counterfeiters the
opportunity to dispose of the illegal goods.

The opportunity to bring both
criminal and civil proceedings against
counterfeiters can minimise these
disadvantages, but cannot completely
eliminate them.

Given these and other disadvantages,

we believe that aiming for a settlement

without initiating criminal or civil

proceedings is a more realistic and
effective solution for rights holders.

The settlement process can be initiated
by sending a notarised cease and desist
letter to the counterparty, followed by
negotiations and a request for fulfilment of
the claims, and completed by both parties
signing a letter of undertaking, including a
penalty clause against potential breach of
the counterparty’s commitments.

The advantages of trying to agree a
settlement rather than pursuing criminal
or civil proceedings are as follows:

» While court proceedings before the
first-instance courts usually last
between one-and-a-half and two years,
settlement negotiations are often
concluded in between one and three
months;

» Settlement is far more cost effective
than legal proceedings; and

« One-to-one contact with counterfeiters
enables rights holders to make a much
stronger impression. Counterfeiters
who are directly contacted by the
genuine rights holder tend to avoid any
future business which infringes those
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particular rights.

According to our observations of
counterfeiters, more than 70% stop selling
goods that infringe a rights holder’s rights
after receiving a notarised cease and
desist letter. This percentage is higher
(around 95%) for those that sign a letter
of undertaking at the end of settlement
negotiations.

Tackling counterfeiting in Turkey
should involve a versatile evaluation of
the situation which results in a tailored
strategy. Either legal proceedings or
amicable settlement might enable the
rights holder to achieve its goal, depending
on the features of the case at hand.

In defining strategies for dealing
with trademark infringement, rights
holders should take the following into
consideration:

» The counterfeiter’s position in
the counterfeiting chain - if the
counterfeiter occupies an important
place in the infringement chain,
launching legal proceedings will make
a strong impression on other firms in
the chain and eliminate an important
link. Howeyver, it is often advisable to
approach firms that occupy a smaller
place on the chain more amicably.

« The volumes and value of counterfeit
goods — while in some cases, immediate
raids are necessary to ensure that the
infringement is halted immediately,
in other cases the financial value of
the counterfeit goods may be lower

than the possible litigation expenses,
making it more cost effective to pursue a
settlement.

« The commercial history of counterfeiter
and its current position in the market
- an experienced counterfeiter will
be familiar with the proceedings and
available legal punishments, meaning
that it may be more advantageous to
launch legal proceedings

« Therights holder’s expectations — the
most important aspect of any anti-
counterfeiting action is to understand
the needs and expectations of the
rights holder. If its main goal is to halt
the infringement and prevent this
from recurring, seeking an amicable
settlement with the counterfeiter could
be the most efficient strategy.

Determining the right course of action
begins by assessing the situation, asking
the right questions and defining the goals.
In such an assessment, the difficulties
in tackling counterfeiting through legal
proceedings in Turkey must also be
considered. The conflict may be resolved
through criminal proceedings, civil
proceedings or an amicable settlement
process. WTR
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