BELL HELICOPTER TEXTRON INC. et al v. ISLAMIC REPUBLIC OF IRAN et al Doc. 17

UNITED STATESDISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

BELL HELICOPTER TEXTRON INC.et al,
Plaintiffs, - Civil Action No.: 06-1694RMU)
V. .

ISLAMIC REPUBLIC OF IRAN et al,
Defendand.

FINDINGS OF FACT AND CONCLUSIONSOF LAW

. INTRODUCTION

This case arises from the continued unauthorized use ofaihéffs’ trade dress by
thelslamic Republic of Iran (“Iran”).The plaintiffs own the trade dress and intellectual property
rightsassociated with the Bell Jet Ranger 2@ficopter and its derivatives (including, but not
limited, to the Bell 206, 206A, 206 A{OH-58A), 206B, 206B-1, 206L, 206L-1, 206L-3, 206L4,
and 407 and their military variants OH-384-57 and TH-67) including design patentsan,
throughits agents, haseenmisappropriating the plaintiffs’ trade dress and design patents
through itsmanufacture, distribidn, andsale of helicoptersThe plaintiffs seek damages from
Iran for its infringement and dilution aheirtrade drespursuant tahe commercial activity
exception to the Foreign Sovereign Immunities Act (“FSIA”), 28 U.S.C. §1605(a)(2).

A. Procedural Background

On September 29, 2006, thiaiptiffs filed theircomplaint under the FSIA seekiag
injunction and damages for Iran’s infringement and dilutibtheir trade dressSee generally
Compl. Theplaintiffs effectuatedservice uporranthrough diplomatic channels accordance
with 28 U.S.C. § 1608(a)(3)SeeReturn of Service/Aff.On October 10, 200The paintiffs

filed proof of service in compliance with statutory procedures and thereaftdrt smigy of
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default on July 9, 2008, based upon Iran’s failure to respond or enter an appeSeick.

Default was entered by the @eof the Court against Iran on March 31, 200eeClerk’s Entry

of Default.

On October 5, 2009, the court held an evidentiary hearing regarding the plaintiffs’

request for damagesee generallffr. Based on albf the evidence presented, the canakes

the following findings of fact and conclusions of law.

1.

3.

4.

[I. FINDINGS OF FACT
Since 1966, the plaintiffs hawesigred manufactured and/or sold helicopters which bear a
distinctive trade dress identifying their helicopters as Bell manufacturedfairEhe
plaintiffs’ line of helicopters bearing this trade dress include Bell Helicopter ModelJ206 “
Ranger,” and its derivatives (including, but not limited, to the Bell 206, 206A, 20@%41
58A), 206B, 206B-1, 206L, 206L-1, 206L-3, 206L4, and 46d their military variants OH

58, TH-57 and TH-67 (“206 Model Helicopter Serigs”

. The plaintiffsown and have registered with the United States Patent and Tradeffieek O

(“USPTQO”) U.S. Design Patent Nos. D 388,048, D 375,077 and D 363,054. Thdfplaint
are the sole owners of the entire right, title and interest in and to the desgts [daéll
helicopters bearing distinctive design patents include the Bell 206 Model HeliGxries.
The plaintiffshave continuously utilized, advertised and promoted trede dress since
1966.

Third party parts manufacturers have, with the plaintiffs’ permission, askeerdind

promoted the plaintiffs’ trade dress since 1967.



10.

11.

12.

13.

14.

15.

16.

The 206 Model Helicopter Seriegisde dress identifies the plainsifhs thesource of the
products.

Theplaintiffs’ trade dress utilized in the 206 Model Helicopter Seridgstmctiveand
famous.

Theplaintiffs have manufactured and sold an estimated 9,730 helicopters wortbaitieg
the 206 Model Helicopter Series trade dress.

Iran is a foreign sovereighathas engaged icommercial activitjhavinga direct effect
within the United States.

Beginning in 2001, thirtysix years after thelaintiffs first developed the Bell 206 Jet
Ranger, Iran commenced manufactgr distributing offening for sale and selling counterfeit
206 Model Helicopter Series helicopters and helicopter parts.

Iran has denominated its counterfeit version of the 206 Model Helicopter &enesdel
Shahed 278 and its militarized version of theesemodel Shahed 285.

The Shahed 278 and the Shahed 285 utilizelthetiffs’ trade dress without authorization or
approval by the lgintiffs.

Iran’s unauthorized use of théamtiff's trade dress will likely result iconsumer confusion.
Iran adoptedheplaintiff’s trade dress after it had become a famuoask.

Iran’s use of the trade dress dilutes tremiffs’ famous mark.

Iran has promoted its counterfeit 206 Model Helicopter Series helicopteas’at Ir
international aishow held at Kish Island, Iran annuallpternational aircraft consumers
attend this air show.

Iran has manufactureat leasthirteenShahed 278 and Shahed 2&%icopters

17.The plaintiffs properly served Iran. The date of service is July 30, 2007.



18.Iranfailed to respond to this lawsuit and the Clerk of the Court entered a default against it

[11. CONCLUSIONSOF LAW
A. Legal Standard for Default Judgment Under the FSIA

A court shall not enter a default judgment against a foreign state “dhéeskimant
establishes his claim or rights to relief by evidence satisfactory to the’c@8rtJ.S.C. §
1608(e);Roeder v. Islamic Republic of IraB33 F.3d 228, 232 (D.C. Cir. 2003)his
“satisfactory to the court” standard is identical to the standard for endigfadlt judgments
against the United Statasticulatedn Federal Rule of Civil Procedure 55(&Jill v. Republic of
Iraq, 328 F.3d 680, 683 (D.C. Cir. 2003). In evaluating the plaintiffs’ proof, the court may
“accept as true the plaintiffs’ uncontroverted evidenEéghi v. Islamic Republic of Irgri24 F.
Supp. 2d 97, 100 (D.D.C. 2000), including proof by affidaiginstein v. Islamic Republic of
Iran, 184 F. Supp. 2d 13, 19 (D.D.C. 2002).

B. Jurisdiction

TheFSIA is the sole basis for jurisdiction over foreign sovereigns in the United States.
See Argentine Republic v. Amerada Hess Shipping. G488 U.S. 428, 434 (1989].he
“commercial activity’exception provides that a foreign sovereign wilt be immue to suit in
U.S. courts where

the action is based upon a commercial activity carried on in the Usiiédées by

the foreign state; or upon an act performed in the United States in conmetiion

a commercial activity of the foreign state elsewhere; or upon an actethsd

territory of the United States in connection with a commercial activity of the

foreign stateelsewhere and that act causes a direct effect in the United.State

28 U.S.C. § 1605(a)(2)The Supreme Court hdseldthat when a foreign government acts not as

regulator of a market, but in the manner of a private player within it, the for@rgnesgns



actions are “commercialvithin the meaning of the FSIARepublic of Argentina v. Weltover,
Inc., 504 U.S. 607, 614 (1992More specifically, the determining factor‘ishether the
particular actions that the foreign stptaforms (whatever the motive behind them) are the type
of actions by which a private pamygags in ‘trade and traffic or commerc¢é.Id at 614 The
court further notes that the FSIA establishes personal jurisdiction overgnfstaie defendant
once the plaintiffs effect service of process and demonstrate that an @x¢epthmunity
applies. 28 U.S.C. 88 1330(b), 1605, 180&emost-McKesson v. Islamic Republic of [raa5
F.2d 438, 442 (D.C. Cir. 1990)n the present casthe plaintiffs have demonstrated both that
Iran engaged in commercial activity outside of the United States anthéheabmmercial activity
caused a direct effect in the United States

Once a foreign state’s immunity has been lifted utlde=SIA’'s commercial activity
exception and the court determines faatdiction is proper, “the foreign state shall be liable in
the same manner and to the same extent as a private individual under like circugis@ce
U.S.C. § 1606.Stated otherwise, 606 acts as a “pasisrough” to substantive causes of action
against private individuals that may exist in federal, state or internationaldaesrDammarell
2005WL 756090, at *8-10. Substantive causes of action are brought under applicable federal
and state law, ndhe FSIA itself. See Dammarell v. Islamic Rdgic of Iran,2005 WL 756090,
at *8-10 (D.D.C. Mar. 29, 2005)The FSIA is “merely a jurisdicticoonferring provision that
does not otherwise provide a cause of action against either a foreign statgenits”
Cicippio-Puleo v. Islamic Republic ¢fan, 353 F.3d 1024, 1032 (D.C. Cir. 2004 this case

15 U.S.C. 88 105&t seq (“the Lanham Act”)provides a basis for Iran’s liability.



C. Liability
1. TradeDressInfringement

To succeed on a claim for trade dress infringement under the Lanham Act, ihi#glai
must demonstrat@) that they have a valid trade dress;t(®ttheirtrade dress is “inherently
distinctive” or that it has acquirédecondary meaningand (3 “that there is a substantial
likelihood of confusion between the plaintiffs’ mark and the alleged infringer's m&ue’
Globalaw Ltd. v. Carmon & Carmon Law Offjc#52 F. Supp. 2d 1, 26 (D.D.C. 20@Biternal
citations and quotations omittedgee alsdl5 U.S.C. § 1114(1)(a).

Based on the evidence presented pthatiffs have establishealvalid claim for trade
dress infringement under the Lanham Acheplaintiffs’ trade dresare registered with the
Patent and Trademark Office as U.S. Design R&tes. D 388,048, D 375,077, and D 363,054.
Pl.’s Ex. 2. at UFF. The plaintiffsown the trade dress of the Bell 206 MoHelicopter Series
which are inherently distinctive and have acquired secondary medmireg 29-32, and they
have demonstrated that their trade dress of the 206 Model Helicopter Seriesuactmmél and
is an “ornamental designid. at 3132. Iran’s Shahed 278 and Shahed 285 helicopters are
confusinglysimilar to that otheBell 206 ModelHelicopter Series and are likely to cause
confusion tgprospective Bell customess to the source or origin of the produdts. at39-41,
44-46. Finallylranwillfully and intentionally infringed of the@laintiffs’ trade dress in violation
of the Lanham Actld. at 16-20, 24-25.

2. TradeDress Dilution

To establish auccessfutlaim fortrade dresslilution the plaintiffs must demonstrate

(1) that theirown trade dresthat is “distinct and famoyis(2) that Iranadopted thelgpintiffs’

trade dress after it had become famous;(8hthat Iraris use of the trade dress dilutes the



famous mark. 15 U.S.C. § 1125(s@ealso Clinique v. Dep Cotp945 F. Supp. 547, 561
(S.D.N.Y.1996).

Theplaintiffs have demonstratedat they own thé&rade dress of th206 Model
Helicopter Series and that said trade dress is distinct and famouws. 29-31, 33-35, 41-42.
Further,theyhave established that Iran adoptedplantiffs’ tradedress well after the trade
dress had become famoug, 19, 27-28, 43, and thain’s use otheir trade dress dilutebe
plaintiffs’ famous mark in two ways: blurring and tarnishme®eeTr. at 4246.

“Dilution by blurring occurswhen a defendant uses a plaintiff's [trades$] to identify
the defendan$ goods or servicesreating the possibility that theddedress] will lose its
ability to serve as a unique identifier of fhlaintiff's product.” See Times Mirror Magazines,
Inc. v. Las Vegas Sports New999 WL 124416, at *5 (E.D. Pa. Mar. 4, 1999)dting
Panvision Int’l, L.P. v. Toepped41 F.3d 1316, 1326 n.7 (9th Cir. 1998)he plaintiffs have
demonstrated that purchasers of the Shahed 278 or the Shahed 285 helicopters may pelieve the
are purchasing a 206 Model Helicopter Series helicopter because of the saddairigss. Tr
at 4446. Thus]ran’s manufacture and sale of tBéaahed 278 and Shahed 28kisethe 206
Model Helicopter Seriesrade dresto lose its unique indentifying characteristics through
blurring.

Iran’s use of thelpintiffs’ trade dress als@sults intarnishment. Tarnishment occurs
when the goodwill and reputation of a plainsftrade dress afimked to products whictwill
“conjure associations that clash with the associations generatkd byners lawful use of the
mark.” L.L. Bean, Inc. v. Drake Publishers, In811 F.2d 26, 31 (1st Cir. 1987)he plaintiffs
have demonstrated that Iran’s Shahed 278 and Sh&beat likely of a lower quality and likely

have pooreperformance characteristics than the ROfilel HelicopterSeries Tr. at41, 44.



That is, when a consumer purchases a helicopter or parts from Iran believiagetipelychasing
a 206 Model Helicopter Series helicopter or parts and the product is substanddirthirinisin
the plaintiffs’ reputation and goodwill. Accordinglfecourt concludethat Iran is liable for
trade dress dilution by blurring and tarnishment.
D. Damages

Pursuant to the FSIA,fareign state is liable in the same manner tanthe samextent
as a private individual under lilketrcumstances28 U.S.C. § 1606The plaintiffs here request
both injunctive and monetary reliefeeCompl.|{ AF.

1. Injunctive Relief

“The owner of a famous mark . . . shall be entitled to an injunction against another
[entity] who, at any time after the owner’s mark has become famous, commences use of a mark .
.. iIn commerce that is likely to cause dilutiopblurring or dilution by tarnishment of the
famous mark. 15 U.S.C. 8§ 1125(c)(1)As elaborated above, lmyanufacturing helicopters
similar tothe206 Model Helicopter Series, Iran has bbar andarnistedthe plaintiffs’ trade
dress.SeePart I11.C.2;see alsdlr. at 39-44, 46. Because the plaintiffs have demonstrated that
Iranwill continue to engage in activities infringing on thlaintiffs’ tradedressseeTr. at22-23,
thecourtgrants the plaintiffs the relief they seek amgoins Iran from manufacturing products
that infringe on thelpintiffs’ trade dress, namely ti&hahed 278 and Shahed 285.

2. Monetary Relief

Pursuant to 15 U.S.C. 8§ 11(&J, a victim of trade dress infringement and dilutisn
entitled to recove(l) the defendant’s profits, (2) any damages sustained by the plaintiff, and (3)
the costs of the action. Moreovas the plaintiffs have demonstrated that Iran intentionally

infringed on their trade dress, Tr. at 53, the plaintiffs are entitled to trebkeggarand



reasonable attorneyies 15 U.S.C. § 1117(b)(1). In addition, because thismuaterfeit
casethe plaintiffs are entitled tpre-judgment interest on the damagescalculated from the
date of service of the complaiduyly 30, 2007, througtihe date of thgudgment. Seed. 8§
1117a)(b).

Theplaintiffs assertand Iran concedes through default, that in the absence of evidence of
Iran’s actualprofits, the amount adlamages thplaintiffs are entitled to is the amount of profit
from spare parts sales that tilaintiffs would otherwise earn on a 206 Model Hgiew Series
helicopter over the estimated twetygarlifespan of the airframéor each of the thirteeBhahed
278 and Shahed 28tlicopters manufactured by Irafr. at 48-49, 53 Becausdran’s profits
cannot be assesséthecourt may enter judgment for any sum above the amount found as actual
damages, not exceeding three times such amoumtef Corp. v. Terabyte Int'l6 F.3d 614,
620-21 (9th Cir. 1993%ee alsdl5 U.S.C. § 1117(a)The plaintiff's profits for eactBell Model
206 helicopteare based on the sale of sppagts during the typical twentgear life of a
helicopter. Tr. at 48. Spare parts are sold for a total of $800,000 over the coursdved it
yearspan, of which the plaintiff retains $500,0000asfit. 1d. at 49. Accordingly, theourt
awards $500,00fbr each ofthethirteenShahed278 and Shahed 28licopters manufactured
by Iran,id. at 53, totaling $6,500,000, in damages, which the ¢tmbles to $19,500,00Geel5
U.S.C. 8§ 1117(b)(1).

Additionally, the court awards the plaintiff ppgdgment interestSeel5 U.S.C. §
1117(b). The rate of prgudgment interest is calculated at the rate prescrib&d@821 of the
Internal Revenue CodeSeel5 U.S.C. § 1117(b); 26 U.S.C. § 6621 (a){@)erest shall be
calculated as the federal shtetm rate plus three percent). The federal steom rate is G1%,

which entitles the plaintiff to 3.51% annually. Accordingly, on a judgment of $19,500 D@0,



prejudgment interesttompounded anmlly over three years and twerdiyght weeks at a rate of
3.51%, equals $2,535,002.28. The court also awards the plaintiffaidgstient interesat a
rate of 028% pursuant to 28 U.S.C. § 1961.

Lastly, the plaintiffs are entitled teasonable attorn&yfees pursuant to 15 U.S.C. §
1117(b). The court concludes that the affidavit submitted by the plaintiffs reasenaldins
the fees soughseePl.’s Post-Trial Br., Aff. of Atty. John G. Sams, and awards the plaintiffs

$497,125 in attorney'fees.

V. CONCLUSION

A Judgmentonsistent witlthese Findings of Fact and Conclusions of lisseparately

and contemporaneously issued this 11th day of February 2011.

RICARDO M. URBINA
United States District Judge
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