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BENAVI DES, Circuit Judge:

The Scott Fetzer Conpany owns the Kirby Conpany, a
manuf act urer of vacuumcl eaners, as well as the KIRBY tradenmark and
service marks. House of Vacuuns is an i ndependent vacuum cl eaner
sales and repair shop located in San Antonio. Scott Fetzer sued
House of Vacuuns for unfair conpetition, trademark infringenent,
and trademark dilution after House of Vacuuns used the KIRBY mark
in an advertisenent. The district court granted sumary judgnent
in favor of House of Vacuuns on Scott Fetzer’s unfair conpetition
and trademark clains but refused to award attorneys’ fees to House

of Vacuumns.
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We agree with the district court that no reasonable jury could
concl ude that House of Vacuuns m sappropriated the KIRBY mark in
any way. W also conclude that the district court did not abuse
its discretion in denying attorneys’ fees to House of Vacuuns.
Therefore, we affirmthe judgnent of the district court.

| . Background

House of Vacuuns sells new, used, and reconditioned vacuum
cl eaners of several brands. Earl Farnmer, the owner and sole
enpl oyee, repairs all types of vacuum cl eaners. House of Vacuuns
is not an authorized Kirby distributor or service center, but M.
Farnmer typically repairs at | east one Kirby vacuumcl eaner per day
and occasionally sells new and slightly used Kirby vacuumcl eaners
that he has acquired fromKirby distributors or through trade-ins.

Scott Fetzer and House of Vacuuns first clashed in 1987, when
Scott Fetzer conplained to M. Farner about a House of Vacuuns
yel | ow pages ad that depicted, anong other brand |ogos, the KIRBY
| ogo. Foll ow ng an exchange of letters, Scott Fetzer sent M.
Farnmer a proposed agreenent. The agreenent provided that M.
Farner’s advertisenent could use the word “Kirby” (but not the
KIRBY |l ogo) so long as the ad did not create an inpression of
aut hori zation, affiliation, or sponsorship. The agreenent also
provi ded several exanples of acceptabl e use of the KIRBY mark. M.
Farmer neither signed nor returned the agreenent but clains to have

resol ved the di spute informally through phone calls to Scott Fetzer
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representatives. In any event, Scott Fetzer took no further
action.

M. Farner reviewed the exanples of acceptable use |listed by
Scott Fetzer in the proposed agreenent and created a yel |l ow pages
ad that, with insignificant changes, has run ever since. The 2001
version of that ad is the subject of the current litigation. The
ad begins with the nane “HOUSE OF VACUUMS” in |large letters. Bel ow
this title, two lines--“newe used ¢ rebuilt” and “SALES « SERVI CE
* PARTS ¢ SUPPLIES’--bracket a list of thirteen different vacuum
cl eaner brand names, one of which is “Kirby.” A cloud
encapsul ati ng the words “One Day Service Al Makes & Mbdel s” hovers
to the right side of this listing, and a picture of a nondescri pt
vacuum cl eaner sits to the left side of the listing. The ad
concludes with a prom se of “Free Estimtes,” a tel ephone nunber,

an address, and a rudi nentary map.
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In January 2002, Scott Fetzer sent a letter objecting to the
2001 yell ow pages ad. The letter demanded that House of Vacuuns
cease and desist all use of the KIRBY mark and disconnect its
t el ephone nunber. M. Farner refused these demands and reni nded
Scott Fetzer’'s attorneys of the parties’ previous interactions.
Nei t her party yiel ded.

I n August 2002, Scott Fetzer filed a federal suit alleging,
under Texas and federal law, trademark infringenent, unfair
conpetition, and trademark dilution. House of Vacuuns noved
unsuccessfully to dismss, then filed a counterclaim seeking a
decl aration that House of Vacuuns had not infringed or diluted the
KI RBY mark; that | aches, estoppel, waiver, and acqui escence barred
Scott Fetzer’s clains; and that Scott Fetzer abandoned the KIRBY
mar K. House of Vacuuns noved for summary judgnent, and Scott
Fetzer noved for partial summary judgnent solely on the issue of
consuner confusion, an issue relevant to trademark infringenent.

The district court granted sunmary judgnent to House of
Vacuuns on all Scott Fetzer’s clains and denied Scott Fetzer’s
cross-notion. Wth respect to Scott Fetzer’s unfair conpetition
and trademark infringenent clains, the district court ruled that
the ad did not infringe the KIRBY mark because the ad did not
create a likelihood of consunmer confusion. Wth respect to Scott
Fetzer’'s trademark dilution clains, the district court ruled that
both federal and Texas | awrequire a show ng of actual dilution and

that Scott Fetzer had made no such showing. Finally, the district
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court found that Scott Fetzer did not bringits clains in bad faith
and therefore refused to award attorneys’ fees to House of Vacuuns.

Scott Fetzer appealed the grant of summary judgnent in favor
of House of Vacuuns and the denial of its own notion for partia
summary judgnent. House of Vacuuns cross-appeal ed the denial of
attorneys’ fees.

1. Trademark Infringenent, Unfair Conpetition, and Trademark
Dilution

W turn first to the district court’s grant of summary
j udgnent, which we review de novo, New Ol eans Assets, L.L.C .
Wodward, 363 F.3d 372, 374 (5th Gr. 2004). We grant sunmary
judgnent only if the case presents no genuine issue as to any
material fact and the noving party is entitled to judgnent as a
matter of |aw. Fed. R GCv. P. 56(c). We nust consider the
evidence in the light nost favorable to the nonnovant, but if no
reasonable juror could find for the nonnovant, then sunmary
judgnent is warranted. E & J. Gallo Wnery v. Spider Wbs Ltd.,
286 F.3d 270, 274 (5th G r. 2002). Because we conclude that no
reasonabl e juror could find for Scott Fetzer on any of its clains,

we affirmthe district court’s grant of summary judgnent.!?

. In the | ast paragraph of its brief, House of Vacuuns
tosses in a cursory argunent that we could rely on the equitable
def enses of waiver, |aches, or estoppel to affirmthe district
court’s grant of sunmary judgnent. House of Vacuuns has not
cited a single legal authority in support of these defenses. As
such, House of Vacuuns has not adequately briefed these argunents
and we will not consider them See Fed. R App. P. 28(a)(9),

(b); Sport Supply Goup, Inc. v. Colunbia Cas. Co., 335 F.3d 453,
466 n. 14 (5th Gr. 2003).
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A. Infringenment and Unfair Conpetition

To prove trademark infringenment and unfair conpetition under
federal |aw, Scott Fetzer nust show that the use of the KIRBY mark
by House of Vacuuns is |ikely to cause confusi on anbng consuners as
to the source, affiliation, or sponsorship of House of Vacuuns’'s
products or services. See 15 U S.C A 8 1114(1) (West 1997 & Supp.
2004); id. 8 1125(a) (West 1998); Westchester Media v. PRL USA
Hol dings, Inc., 214 F.3d 658, 663 (5th Cr. 2000). A “likelihood
of confusion” neans that confusion is not just possible, but
pr obabl e. Westchester, 214 F.3d at 663-64. The Iikelihood of
confusi on standard al so governs Scott Fetzer’s clains for tradenmark
infringement and unfair conpetition under Texas law. See id. at
663-64 n.1; Elvis Presley Enters., Inc. v. Capece, 141 F.3d 188,
193 (5th Gir. 1998).

Scott Fetzer’'s conplaints focus on the 2001 House of Vacuuns
yel | ow pages ad. Scott Fetzer argues that the words “NEW and
“Kirby,” though not juxtaposed, suggest that House of Vacuuns sells
new Kirby vacuum cleaners. According to Scott Fetzer, this
suggestion is likely to confuse consuners in two ways. First,
Scott Fetzer asserts that House of Vacuuns cannot truthfully claim
to sell new Kirby vacuum cl eaners because only Kirby dealers are

aut hori zed to sell new Kirby vacuumcl eaners. Second, Scott Fetzer
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all eges that the yellow pages ad will create a fal se i npression of
affiliation or sponsorship. Neither argunent w thstands scrutiny.

House of Vacuuns may use the KIRBY mark to advertise that it
sells new KIRBY vacuum cl eaners. | ndependent dealers and repair
shops may use a mark to advertise truthfully that they sell or
repair certain branded products so |long as the advertisenent does
not suggest affiliation with or endorsenent by the markhol der. See
Trail Chevrolet, Inc. v. Gen. Mditors Corp., 381 F.2d 353, 354 (5th
Cir. 1967) (per curian); accord Vol kswagenwer k Akti engesel | shaft v.
Church, 411 F.2d 350, 352 (9th Cr. 1969); see generally 4 J.
Thomas MCarthy, MCarthy on Trademarks & Unfair Conpetition
§ 25:43 (4th ed. 2003).%2 For all its bluster about authorization,
Scott Fetzer admts that new Kirby vacuum cl eaners soneti nes reach
i ndependent dealers. These |leaks in Scott Fetzer’s distribution
chain are wel |l docunented. See Scott Fetzer Co. v. WIIlianson, 101
F.3d 549, 552-53 (8th Gr. 1996). In light of this adm ssion,
Scott Fetzer cannot rebut summary judgnent evidence show ng that
House of Vacuuns sonetinmes obtains new Kirby vacuum cl eaners,

albeit wthout authorization, and resells them to custoners.?3

2 House of Vacuuns calls this principle “fair use,” but
fair use is a different concept. Fair use “allows a party to use
its own nane or a descriptive termor device in the nanme or
term s descriptive sense to describe its own goods or services.”
Pebbl e Beach v. Tour 18 |I Ltd., 155 F.3d 526, 545 n.12 (5th Cr.
1998). Fair use is protected even if confusion is likely. Id.

3 These unaut hori zed sales do not violate any tradenmark
law. Standing al one, sales of genuine trademarked products
out side the confines of an authorized distribution system do not
(continued...)
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Because House of Vacuuns sells new Ki rby vacuum cl eaners, House of
Vacuuns may use the KIRBY mark to advertise that fact so | ong as
t he adverti senment does not suggest affiliation with or endorsenent
by Scott Fetzer.

The critical question is whether the advertisenent suggests
affiliation or endorsenent. I n assessing whether use of a mark
creates a likelihood of confusion as to affiliation or endorsenent,
we consider the “digits of confusion,” a list of factors that tend
to prove or to disprove that consuner confusion is |ikely.
West chester, 214 F.3d at 664. Those factors are: (1) the type of
mark al l egedly infringed; (2) the simlarity between the tw marks;
(3) the simlarity of the products or services; (4) the identity of
retail outlets and purchasers; (5) the identity of the advertising
medi a used; (6) the defendant’s intent; and (7) any evidence of
actual confusion. Id.

The digits are a flexible and nonexhaustive |ist. See id.
They do not apply nmechanically to every case and can serve only as

gui des, not as an exact cal culus. See Pebble Beach Co. v. Tour 18

3(...continued)
give rise to a cause of action for trademark infringenent under
federal or Texas |law. See Matrix Essentials, Inc. v. Enporium
Drug Mart, Inc., 988 F.2d 587, 593 (5th Gr. 1993); John Pau
Mtchell Sys. v. Randalls Food Markets, Inc., 17 S.W3d 721, 735-
36 (Tex. App.-Austin 2000, pet. denied). Sales of tradenmarked
products w thout authorization may constitute trademark
infringenment if those products are not genuine, i.e., the product
har bors sone defect (or potential defect) that custoners would be
unable to detect. See Matrix, 988 F.2d 590-91; John Pau
Mtchell, 17 S W3d at 735-36. However, Scott Fetzer has not
devel oped such a theory of infringenent, and we w |l not
construct one sua sponte.
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| Ltd., 155 F.3d 526, 546 (5th Gr. 1998). For exanple, consider
two yel | ow pages adverti senents by i ndependent vacuum deal ers, one
readi ng “Your Kirby Headquarters” and the other reading “Sales &
Repairs of Kirby Vacuuns (not authorized by Kirby).” A court
applying the digits without regard to context would find that a
majority of the digits indicate confusion in both cases. The KI RBY
mark is strong and arbitrary and would thus indicate confusion
under the first digit. See Elvis, 141 F.3d at 201. The KI RBY
mar ks used in the ads would be not just simlar but identical to
Scott Fetzer’s KIRBY mark; this simlarity would indicate confusion
under the second digit, see id. The independent deal ers’ products
and services would be identical with those offered by KIRBY-
aut hori zed centers; this simlarity would indicate confusion under
the third digit, see id. at 202. The group of consuners seeking to
purchase Kirby vacuum cl eaners fromthe i ndependent deal ers would
overlap alnost conpletely with the group of consuners seeking to
purchase Kirby vacuum cleaners from authorized dealers; this
simlarity would indicate confusion under the fourth digit, see
Fuji Photo Fil mv. Shinohara Shoji Kabushi ki Kai sha, 754 F.2d 591,
597 (5th GCr. 1985). Yet while the first advertisenent would
plainly create a likelihood of confusion as to affiliation, the
second one just as plainly would not.

This exanple illustrates two inportant aspects of our
traditional |ikelihood of confusion analysis. First, we nust

consider the application of each digit in light of the specific
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circunstances of the case; otherwise, we risk inadvertently
lowering the standard of confusion. See Lyons P ship wv.
G annoul as, 179 F.3d 384, 389-90 (5th Cr. 1999) (holding that
court nust consider application of digits in light of parody claim
even when eval uating a notion for sunmary judgnent); Pebbl e Beach,
155 F.3d at 547 (holding that court nust consider application of
digits in light of conparative advertising claim. Whenever an
i ndependent dealer advertises that it sells a certain marked
product in conpetition with authorized dealers, several of the
digits will appear to indicate confusion even if no confusion is
likely. Cf. Lyons, 179 F.3d at 389 (noting that first digit would
point to confusion in any parody case); Pebble Beach, 155 F. 3d at
546-47 (recognizing that a nunber of digits would point to
confusion in any conparative advertising case). Therefore, we nust
consider the application of each digit inlight of the fact that an
i ndependent dealer is advertising marked products.

Second, we nust “consider the marks in the context that a
custoner perceives themin the marketplace, which includes their
presentation in advertisenents.” Elvis, 141 F.3d at 197. Context
is especially critical in a case like this one. . Trail
Chevrolet, 381 F.2d at 354 (forbiddi ng use of the CHEVROLET mar k as
part of the defendant’s trade nane but allowi ng the defendant to
state that it sold and repaired CHEVROLET cars). Prom nent and
pervasive use of a mark wll suggest affiliation, but nere

reference to a marked product will not. See Pebble Beach, 155 F. 3d
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at 546, 552. Therefore, in addition to the digits of confusion,
the particular context in which the mark appears nust receive
speci al enphasi s.

Wth these principles in mnd, we turn to Scott Fetzer’'s
proffered evidence of infringenent, which focuses on the second,
sixth, and seventh digits. Even viewed in the |ight nost favorable
to Scott Fetzer, this evidence is not sufficient to permt a
reasonable jury to find a |likelihood of confusion as to
affiliation.

Scott Fetzer first argues that the second digit (simlarity
bet ween the marks) supports a finding of |ikely confusion. The
House of Vacuuns ad uses the KIRBY mark, so the marks at issue are
nore than simlar--they are practically identical.* As suggested
above, however, the second digit proves little about |ikelihood of
confusion when, as in this case, an independent dealer is using a
mark to advertise sales and repairs of the marked product.

A review of the ad, in fact, can only hurt Scott Fetzer’'s
case. The context in which the KIRBY mark appears significantly
reduces any chance of confusion. The word “Kirby” is fifth in a
list of thirteen brand nanmes and is not especially promnent.

Therefore, consuners are much Il ess Iikely to concl ude that House of

4 The district court erred in holding that the KIRBY mark
and “Kirby” spelled in plain letters are different in a
meani ngful way. That a defendant has printed the mark in plain
letters instead of a stylized typeface does not necessarily
denonstrate lack of simlarity. See Fuji, 754 F.2d at 597.
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Vacuuns is affiliated wwth or approved by Kirby than they woul d be
were the KIRBY mark enphasized in sone way.

Scott Fetzer next argues that House of Vacuuns intended to
confuse consuners, an inquiry relevant under the sixth digit,
Elvis, 141 F. 3d at 203. Scott Fetzer contends that the district
court should have presuned intent to confuse because House of
Vacuuns used a mark it knew to be owned by Scott Fetzer. |In sone
situations, “[a] showing that the defendant intended to use the
allegedly infringing mark with know edge of the predecessor’s nmark
may give rise to a presunption that the defendant intended to cause
public confusion.” Conan Props., Inc. v. Conans Pizza, Inc., 752
F.2d 145, 151 n.2 (5th Cr. 1985). This presunption of bad intent
i s unreasonabl e when an i ndependent deal er advertises its sales or
repairs of a branded product. In such cases, a defendant wl|
al ways use the plaintiff’s mark with know edge that the plaintiff
owns the mark.

Scott Fetzer also clains to have direct evidence of intent to
confuse because M. Farner admtted that he intended to attract the
attention of custoners interested in purchasing or repairing Kirby
vacuumcl eaners. According to Scott Fetzer, these custoners woul d
ot herwi se have patronized Kirby-authorized dealers and service
centers. Intent to conpete, however, is not tantanmount to intent
to confuse. House of Vacuuns has evinced no intent to confuse, so
the sixth digit does not support a finding of a I|ikelihood of

conf usi on.
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Finally, Scott Fetzer clains to have evidence of actual
conf usi on. To show actual confusion, a plaintiff may rely on
anecdotal instances of consuner confusion, see More Bus. Forns,
Inc. v. Ryu, 960 F.2d 486, 491 (5th Gr. 1992), or consuner
surveys, see Exxon Corp. v. Tex. Mdtor Exchange of Houston, Inc.,
628 F.2d 500, 506 (5th Cr. 1980). Nei t her Scott Fetzer’s
anecdot al evidence nor its survey evidence coul d reasonably support
a finding of infringenent.

Scott Fetzer points to several anecdotes that purportedly
i ndi cate consunmer confusion as to the affiliation of House of
Vacuuns. For exanple, M. Farner’s deposition and several of Scott
Fetzer’'s affidavits recount instances in which custoners have said
t hey thought House of Vacuuns was an authorized Kirby deal er or an
aut hori zed Kirby repair shop. The problemw th these anecdotes,
however, is that no conpetent evidence connects them to any
representati on by House of Vacuuns. The record indicates that in
many of these instances, custoners assuned affiliation based on the
fact that House of Vacuuns sells--with the approval of Scott
Fet zer - - KI RBY-brand rug shanpoos and |ike products. To prove
i nfringenment, Scott Fetzer nust ultimately prove that a m sl eadi ng
representation by House of Vacuuns, as opposed to sone other
source, caused a |ikelihood of confusion. See Westchester, 214
F.3d at 664 (requiring that defendant’s use of mark cause
confusion); Pebble Beach, 155 F.3d at 536 (sane); cf. Sebastian

Int’l v. Longs Drugs Stores Corp., 53 F.3d 1073, 1077 (9th Gr.
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1993) (refusing to hold unauthorized seller |iable for confusion
engender ed by manufacturer’s own practices). Standing al one, Scott
Fetzer’ s anecdotes are not sufficient to permt a reasonable jury
to infer that House of Vacuuns caused the cited instances of
confusion.®

The only evidence purporting to link the yellow pages ad to
consuner confusion is a survey conducted at Scott Fetzer’s behest.
The expert who conducted the survey used Scott Fetzer’'s custoner
lists to construct a survey universe consisting entirely of San
Antoni o residents who own a Kirby vacuum cl eaner. The surveyors
showed respondents the yell ow pages ad in question, then asked,
“Looking at this ad, would you say this conpany is in any way
affiliated with, connected with, sponsored by, associated with or
aut hori zed by the Kirby Conpany?” Fifty-seven percent of survey

participants answered in the affirmative.?®

5 Scott Fetzer also points to several instances in which
custoners sought to purchase new Kirby vacuum cl eaners at House
of Vacuuns. These anecdotes also evince no link to the yell ow
pages ad. Furthernore, they do not speak to any kind of
confusi on; House of Vacuuns does sell new Kirby vacuum cl eaners
on occasi on.

6 The surveyors al so asked, “Looking at this sane ad,
woul d you expect that you would be able to buy a new Kirby vacuum
cl eaner from House of Vacuuns?” Eighty-seven percent of survey
participants answered in the affirmative. This question does not
speak to any sort of confusion. Sone consuners believe that
House of Vacuuns sells new Kirby vacuum cl eaners, and House of
Vacuuns does occasionally sell new Kirby vacuum cl eaners.
Furthernore, as discussed below, the restricted survey universe
woul d preclude a jury fromregarding the survey as probative
evi dence of confusion anong potential purchasers of new Kl RBY
vacuum cl eaners.
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We agree with the district court that no reasonable jury could
regard the survey presented by Scott Fetzer as evidence of
confusion. |In assessing the validity of a survey, we ook to two
factors: first, the manner of conducting the survey, including
especially the adequacy of the universe; and second, the way in
whi ch participants are questioned. Exxon, 628 F.2d at 506-07.

The uni verse sel ected by Scott Fetzer’s expert severely limts

the probative value of the survey’'s results. For a survey to be

valid, “the persons interviewed nust adequately represent the
opi nions which are relevant to the litigation.” Anstar Corp. V.
Dom no’s Pizza, Inc., 615 F.2d 252, 264 (5th Cr. 1980). In an

i nfringenment action, “the appropriate universe should include a
fair sanpling of those purchasers nost likely to partake of the
all eged infringer’s goods or services.” 1d. The universe in Scott
Fetzer’s survey consisted entirely of persons who purchased Kirby
vacuum cl eaners through Scott Fetzer. This group is uniquely
famliar with Scott Fetzer’s marketing and di stribution techniques.
Thus, the survey says not hing about the ad’s effect on the cl ass of
potential consuners of new Kirby vacuum cleaners, a class that
i ncludes a large proportion of persons who have not yet purchased
a Kirby. The survey mght reveal slightly nore about the ad’'s
effect on the class of potential purchasers of repairs for Kirby
vacuum cleaners, a class which presumably includes a high
proportion of Kirby vacuum cl eaner owners. Even with respect to

this class, however, the universe is suspiciously underinclusive;
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at | east sone potential purchasers of repairs will have acquired
their Kirby vacuum cleaners second-hand and therefore will not

appear on Scott Fetzer’'s |ists.
In any event, flaws in the questions asked prevent the survey
from proving confusion even anong potential consuners of Kirby

repairs. First, the surveyors asked whet her House of Vacuuns “is

in any way affiliated wth, connected wth, sponsored by,
associated with or authorized by” Kirby. The use of the phrase “in
any way” prodded survey participants to search for any connecti on,
no matter how attenuated, between the two conpanies. Second, the
survey question suggested a connecti on bet ween House of Vacuuns and
Kirby instead of permtting participants to naeke their own
associ ations. A survey question that begs its answer by suggesting
a link between plaintiff and defendant cannot be a true indicator
of the likelihood of consuner confusion. Universal Cty Studios,
Inc. v. Nintendo Co., Ltd., 746 F.2d 112, 118 (2d Cr. 1984).
Usual 'y, nethodol ogical flaws in a survey bear on the weight
the survey should receive, not the survey’'s admssibility. See
C.A. May Marine Supply Co. v. Brunswi ck Corp., 649 F.2d 1049, 1055
n.10 (5th Gr. 1981) (dictum; Holiday Inns, Inc. v. Holiday Qut In
Am , 481 F.2d 445, 447 (5th Gr. 1973). Scott Fetzer argues that
its presentation of survey evidence precludes sumary judgnent
because a court may not weigh evidence or neke credibility

determ nati ons when review ng a notion for summary judgnent, see

Sport Supply Goup, Inc. v. Colunbia Cas. Co., 335 F. 3d 453, 456-57
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(5th Gr. 2003). In sone cases, however, serious flaws in a survey
w Il make any reliance on that survey unreasonable. See Bank of

Tex. v. Comerce Sout hwest, Inc., 741 F. 2d 785, 789 (5th Gr. 1984)
(uphol di ng j udgnent notw t hst andi ng t he verdi ct even t hough verdi ct
was supported by survey evidence). O herwi se, any survey, no
matter how tendentious, would force the parties to trial. Thus,
al t hough m nor net hodol ogical flaws will affect weight rather than
adm ssibility, a survey can be “so badly flawed that it cannot be
used to denonstrate the existence of a question of fact on the
i kelihood of consunmer confusion.” Universal, 746 F.2d at 118.

No reasonabl e jury could viewthe proffered survey as evi dence
of confusion anong rel evant consuners. The survey thus debunked,
not hing | i nks Scott Fetzer’s anecdotal evidence of confusion to the
yell ow pages ad at issue, and in the absence of any reasonably
credi bl e anecdotal or survey evidence, Scott Fezter |acks evidence
of actual confusion.

In sum no reasonable jury could conclude that the House of
Vacuuns vyellow pages ad creates a |ikelihood of confusion.
Therefore, House of Vacuuns is entitled to sunmmary judgnent on
Scott Fetzer's clainms of trademark infringenment and wunfair

conpetition.

B. Dilution
Trademark dilution is the weakening of the ability of a mark

to clearly and unm stakably distinguish the source of a product.
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See 15 U S.C A § 1127 (West Supp. 2004); Horseshoe Bay Resort
Sales Co. v. Lake Lyndon B. Johnson | nprovenent Corp., 53 S.W3d
799, 812 (Tex. App.-Austin 2001, pet. denied).” Dilution nmay occur
t hrough blurring or tarnishing. Wstchester, 214 F. 3d at 670 n. 12.
Blurring involves a dimnution in the uniqueness or individuality
of a mark because of its use on unrel ated goods. See id. See
generally 4 MCarthy, supra, 8§ 24:68. Tarni shi ng occurs when a
trademark is “‘linked to products of shoddy quality, or is
portrayed i n an unwhol esone or unsavory context,’” with the result
that ‘the public wll associate the lack of quality or |ack of
prestige in the defendant’s goods with the plaintiff’s unrel ated
goods.’” Hornel Foods Corp. v. Jim Henson Productions, 73 F.3d
497, 507 (2d G r. 1996) (quoting Deere & Co. v. MID Prods., Inc.

41 F. 3d 39, 43 (2d Gr. 1994)). See generally 4 MCarthy, supra,

§ 24:69.°8

! The Federal Tradenmark Dilution Act (“FTDA’) bars
“anot her person’s comercial use in comerce of a mark or trade
nanme, if such use begins after the mark has becone fanous and
causes dilution of the distinctive quality of the mark.” 15
US CA 8 1125(c) (1) (West 1998). Texas's anti-dilution statute
provides relief to owners of “distinctive” marks. See Express
One Int’l, Inc. v. Steinbeck, 53 S.W3d 895, 899 (Tex App.-ballas
2001, no pet.). House of Vacuuns does not contest that the
KI RBY mar k becane fanous before appearing in the House of Vacuuns
ad. Nor does House of Vacuuns dispute that the KIRBY mark is
distinctive. Therefore, we wll not analyze these statutory
requi renents for purposes of this case. Cf. Mseley v. V Secret
Catal ogue, Inc., 537 U S. 418, 432 (2003).

8 In its nost recent analysis of dilution |aw, the
Suprene Court cast doubt on whether the FTDA creates a cause of
action for tarnishing. Moseley, 537 U S. at 432. The Court

(continued...)
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Scott Fetzer alludes to both blurring and tarnishing, but its
theory of dilution is essentially one of tarnishing. When
aut hori zed service centers rebuild a Kirby vacuumcl eaner, they use
all new parts. House of Vacuuns, however, sonetines uses used
parts. This practice, says Scott Fetzer, mnmakes Kirby vacuum
cleaners rebuilt by House of Vacuuns inherently inferior to Kirby
vacuum cleaners rebuilt by authorized service centers. Scot t
Fet zer conplains that custoners will link the KIRBY mark to these
purportedly inferior products.

Scott Fetzer’s theory of tarnishing is untenable, and its

dilution clains fail as a matter of law. ® Trademark | aw does not

8. ..continued)
noted that tarnishing “was promnent in litigation brought under
state antidilution statutes” and “was nentioned in the [federal]
| egislative history,” but the Court questioned whether the
statutory text enbraced tarnishing. 1d. The Court observed that
“the contrast between the state statutes, which expressly refer
to both “injury to business reputation’ and to ‘dilution of the
distinctive quality of a trade nanme or trademark,’ and the
federal statute which refers only to the latter, arguably
supports a narrower reading of the FTDA.” I1d.; cf., e.g., Tex.
Bus. & Com Code 8§ 16.29 (Vernon 2002) (nmaking actionable “an act
likely to injure a business reputation or to dilute the
distinctive quality of a mark”). W have previously assuned that
tarnishing is actionable under federal |aw, see, e.g.,
West chester, 214 F.3d at 670 n.12, and House of Vacuuns has
advanced no argunent that it is not. Therefore, we wll continue
our previous assunption for purposes of this case. Even if this
assunption proves incorrect, the outcone of this case would be
the sane: Scott Fetzer’'s federal dilution clains fail as a matter
of | aw.

o Al t hough the district court’s conclusion was correct,
the district court’s explication of federal and Texas | aw was
erroneous in two respects.

First, the district court erred in describing the show ng
necessary under the FTDA. The district court correctly noted

(continued...)
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entitle markhol ders to control the aftermarket in nmarked products.
Ty, Inc. v. Perryman, 306 F.3d 509, 513 (7th Cr. 2002). G anted,
consuners will naturally associate a used, repaired, or rebuilt
product with the mark it bears. As a quick glance at any
classifieds section shows, reference to a used or repaired items
trademark will often be the only feasible way to announce the
items availability for sale. See id. at 512. Moreover, consuners
will often base their opinion of a product on the product’s
performance after nonths or years of use and periodic repairs
These phenonena are necessary and unremarkable offshoots of a
robust aftermarket in trademarked products, not evidence of
di I ution.

Concl udi ng ot herwi se woul d convert anti-dilution laws into a
tool for manufacturers to police independent repair shops and

second- hand sales. Scott Fetzer’s theory would allow a nmar khol der

5C...continued)
that to prevail on its federal dilution claim Scott Fetzer nust
show actual dilution, not just a likelihood of dilution. See
Mosel ey v. V Secret Catal ogue, Inc., 537 U S. 418, 433 (2003).
But the district court erred when it faulted Scott Fetzer for not
of fering evidence of lost profits or other damages. The
requi renent that a plaintiff show actual dilution “does not nean
t hat the consequences of dilution, such as an actual | oss of
sales or profits, nust also be proved.” Id.

Second, the district court msstated Scott Fetzer’s burden
under Texas anti-dilution law. The district court erroneously
hel d that the Texas anti-dilution statute, Tex. Bus. & Com Code
Ann. 8§ 16.29 (Vernon 2002), requires a show ng of actual
dilution. 1In contrast to the FTDA, Texas anti-dilution |aw
requires that the plaintiff establish “an act likely to injure a
busi ness reputation or to dilute the distinctive quality of a
mark.” 1d. (enphasis added); see Westchester, 214 F.3d at 670 &
n. 16.
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to cry dilution every tine a resold or repaired product reflected
poorly on the mark it bore. Under this theory, any rusted-out
| npala “for sale” on blocks in a front yard would give rise to a
cause of action for diluting the CHEVROLET nmark. W refuse to
encourage anti-dilution law to netastasize in this manner.

Thus, the district court’s conclusion was correct. House of
Vacuuns is entitled to sunmary judgnent on Scott Fetzer’s cl ai ns of
di [ ution.

[11. Attorneys’ Fees

On cross-appeal, House of Vacuuns contests the district
court’s refusal to award attorneys’ fees. The Lanham Act permts
a court to award reasonable attorneys’ fees to a prevailing party
“in exceptional cases.” 15 U S.C A 8 1117(a) (West Supp. 2004).
W review a decision to award attorneys’ fees under 8§ 1117 for
abuse of discretion and the district court’s finding as to whet her
the case is exceptional for clear error. Procter & Ganble Co. v.
Amnay Corp., 280 F.3d 519, 528 (5th Cir. 2002).

To recover attorneys’ fees, “[t]he prevailing party nust
denonstrate the exceptional nature of the case by clear and
convincing evidence.” |d. at 526. To denobnstrate that a case is
exceptional, in turn, the defendant nust show that the plaintiff
brought the case in bad faith. |d. at 527-528 & n.12; Fuji, 754
F.2d at 602. A district court should consider the objective nerits
of the suit in determning whether the plaintiff acted in bad

faith. Procter & Ganble, 280 F.3d at 527. However, a party has



No. 03-51118
-22.

not acted in bad faith sinply by predicating its legal claimon a
controversial and unsettled |egal theory. 1d. at 531-32.

The district court did not clearly err or abuse its
discretion. Scott Fetzer’s infringenent clainms do not wthstand
careful scrutiny, but they are not so i nplausible as to necessitate
an inference of bad faith. Li kew se, Scott Fetzer’s dilution
clains are novel and expansive but not so outlandish that they
coul d not have been brought in good faith.

House of Vacuuns conplains that a large, well funded
corporation has sued a small, one-man shop. However, a district
court cannot consider the parties’ relative economc positions
when determ ni ng whet her a case i s exceptional. Texas Pig Stands,
Inc. v. Hard Rock Cafe Int’l, Inc., 951 F.2d 684, 697 (5th Gr.
1992). Therefore, we affirm the district court’s denial of

attorneys’ fees.

| V. Concl usi on
The district court correctly concluded that House of Vacuuns
was entitled to sunmary judgnent on Scott Fetzer’s clains of unfair
conpetition, trademark infringenent, and trademark dilution
Furthernore, the district court did not abuse its discretion by
denying attorneys’ fees to House of Vacuuns.

AFFI RVED.
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