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I. Introduction
In his history of Prohibition, author Daniel Okrent writes about the black market’s effects on
American drinking habits:
Speakeasy liquor could have been anything from single-malt Scotch smuggled by way of
Nassau to diluted embalming fluid. . . . In the saloon era, calling for liquor by brand name
was almost unheard of; in the speakeasy era, it became a habit, first as a means of
protecting oneself from alcohol of questionable origin, and secondarily as a way pf
expressing one’s level of taste. . . When he was building his own brand, Tommy Dewar
publicized the perilous alternative—the liquor of unknown provenance he once
characterized as “squirrel whiskey,” so called because, he said “it will make men nutty
and climb trees. It will send the average Sunday School teacher walking ten miles
through three feet of snow to shoot his own parson.” Naturally, there was an alternative:
Drink Dewar’s! Decades later, many of the liquor industry’s best-known brands owed
their prominence to the ubiquity of Prohibition-era rotgut.1
During Prohibition, in a black market flooded with back-alley moonshine and poisonous
“denatured” industrial alcohol,2 consumers clung to trademarks as a shorthand for quality.
Unfortunately, counterfeiting was predictably widespread, as bootleggers routinely refilled
bottles of brand-name imports with whatever they could lay their hands on.3 “[I]n too many
place,” Okrent writes, “if you ordered Brand X, you got Brand X; if you ordered Dewar’s or
Gordon’s, you paid twice as much—and got Brand X.”4
Nearly a century later, a similar situation has arisen. Twenty-three U.S. states and the District of
Columbia have passed laws legalizing marijuana for medical use, and four states and D.C. have
legalized the drug for recreational use as well.5 Several other states are expected to vote on
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legalization in 2016.6 Yet, sale, distribution and possession of the drug remain Class 1 felonies
under the Controlled Substances Act (CSA).7
Due to this continuing prohibition, cannabis is stuck in the era of the speakeasy. Consumers
confront toxic pesticides and other dangers8 and struggle to evaluate goods that are exceptionally
variable in quality and price.9 Names of particular cannabis strains serve as de facto brands, but
there is no mechanism ensuring the authenticity of purported varietals, and supposed markers of
quality like “Jack Herer” and “OG Kush” are probably largely meaningless.10
There is enormous incentive to develop reliable cannabis brands, to create what cannabis
entrepreneurs hope will be the Dewar’s and Gordon’s of the post-prohibition marketplace.11 And,
indeed, as discussed in Part II, an explosion of cannabis-related trademark applications over the
last six years attests to the perceived need among cannabis businesses to protect the goodwill
associated with their products.
Under current U.S. trademark law, as interpreted and implemented by the U.S. Patent and
Trademark Office (USPTO), it is not possible to obtain a federal trademark registration in
connection with marijuana since such registrations are held to violate the USPTO’s rule that
trademarks must be in “lawful use in commerce” (referred to herein as the Lawful Use Rule).12
As explained in Part III, the Lawful Use Rule is questionable as a matter of statutory
construction, but it is well established by decades of case law emanating from the Trademark
Trial and Appeal Board (TTAB).
The rule is also questionable as a matter of public policy, since encouraging trademark
infringement with respect to cannabis products does not appear serve the purposes of either the
Lanham Act or the CSA. As explored in Part IV, cannabis brand owners can still rely on the
common law’s protection, register their trademarks with state agencies or attempt to secure
federal protection in connection with ancillary goods and services. But the inability to obtain a
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USPTO registration remains a crucial shortcoming. Without it, cannabis manufacturers have
significantly less incentive to invest in quality, safety and sustainability. Consumers are at
perpetual risk of being misled. And a patchwork field of conflicting trademark claims is being
sown that will encourage wasteful litigation as the cannabis market expands.
The Lawful Use Rule has not been extensively addressed by federal courts (with the notable
exception of the Ninth Circuit), and the possibility remains that it might be struck down upon
appeal. Until then, or until the situation is addressed by Congress, cannabis brands are unlikely to
be afforded the same protection as other marks used in interstate commerce.
II. Trademark Activity in the U.S. Cannabis Industry
A. Cannabis Brands Generally
In 2014, the kind-of-legal market for cannabis (sales permitted under state law) drew in revenues
estimated at over $2 billion.13 With U.S. black market sales estimated at anywhere between $10
billion and $120 billion annually,14 the size of this quasi-legitimate industry is expected to
expand dramatically in the coming years.15
Cannabis branding is in its infancy but expanding rapidly.16 Despite the present barriers to
interstate expansion, numerous companies, such as Colorado-based Dixie Elixers, are positioning
themselves to become national brands.17
At the same time, the industry is showing increasing interest in protecting and enforcing its
trademarks. Thus far, the majority of high-profile trademark infringement claims have been
brought by owners of non-cannabis brands.18 For example, in June, 2014, Hershey sued
Colorado edibles-maker Tincturebelle over several THC-laced parody brands (including
HASHEE’s (REESE’s) and GANJA JOY (ALMOND JOY)).19 Similarly, a few months later,
MGM sued a Nevada medical dispensary to prevent their use of the name M’LIFE (alleged to be
similar to the casino’s “M Life” guest rewards program).20 However, there are also sporadic
cases of cannabis businesses attempting to protect their own goodwill, generally in the context of
former partners or employees vying for control of a brand.21
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A more obvious sign of the cannabis industry’s interest in trademarks is the swell in applications
to the USPTO for registration of marks in connection with goods or services involving
marijuana.
B. The Explosion of Cannabis-related U.S. Trademark Applications
The recent upsurge in cannabis-related trademark activity before the USPTO is tough to
overstate.22
The oldest record related to marijuana in the USPTO’s Trademark Status & Document Retrieval
(TSDR) database belongs to the Upjohn Company. From 1931 to 2002, the pharmaceutical
manufacturer held a registration for its UPJOHN house mark in connection with a variety of
drugs, including “cannabis extract.” 23 But between Upjohn’s 1931 application and roughly the
second half of 2009, trademark applications related to marijuana were few and far between.24
Before June 30, 2009, only 120 applications mention cannabis or marijuana, and, of these, only
about 30 seem to refer to goods that would be prohibited under the CSA,25 as opposed to, for
example, the National Organization for the Reform of Marijuana Laws’ long-standing 1973
registration for NORML in Class 42 (educational services).26 With the single exception of the
Upjohn registration, no trademark registration appears to have issued during this period in
connection with products that would be prohibited by the CSA.27
On February 25, 2009, however, U.S. Attorney General Eric Holder announced that the federal
Drug Enforcement Administration (DEA) would no longer raid medical-marijuana facilities in
the 13 states that had then legalized the practice.28 A few months later, there was a sudden spike
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in trademark interest around cannabis products. Between June 30, 2009 and the end of 2010,
over 200 new applications referring to “cannabis” or “marijuana” rolled in, more than in the
whole 139-year history of the U.S. trademark register up to that point.29
The floodgates were truly opened on April 1, 2010, when the USPTO suddenly created a new
entry in its Identification of Goods and Services Manual for “[p]rocessed plant matter for
medicinal purposes, namely medical marijuana,” a seeming endorsement of cannabis
trademarks.30 Over the next 6 months alone, the USPTO received 109 applications related to
marijuana.31 On July 13, 2010, the USPTO removed the entry, calling it a “mistake,”32 and the
level of new applications cooled.33
It was temporary. In 2014 and 2015, the USPTO received over 700 applications for cannabisrelated trademarks, once again exceeding, within 2 years, the total number of applications up to
that point.34
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An examination of the international classes into which these applications fall indicates that a
majority of applicants are seeking registration in connection with secondary cannabis-related
services rather than directly in connection with the cannabis products themselves. 379
applications seek registration in Class 35.35 A cursory sampling of these applications suggests
that some are marks used for retail sale of cannabis, but many are for business-to-business
support services such as consulting, marketing or directory services.36
240 applications are for Class 41 educational or entertainment services: informational websites,
conferences, seminars, contests, etc.37 Most of these applicants are no doubt simply providers of
content related to the cannabis industry and cannabis culture, successors to established brands
like HIGH TIMES and the CANNABIS CUP,38 but it is likely that some are marijuana
manufacturers or dispensaries, attempting to register their brand by claiming to provide
educational services by means of their website.39
The third most common class used is Class 5. 193 applications use this class, and—with the
exception of a smattering of applications identifying drug-test kits—these are primarily related to
the sale of marijuana itself.40
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Perhaps the most telling statistic regarding these applications is their low registration rate.
Despite the increasing volume of applications, cannabis-related trademark owners have had a
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difficult time actually obtaining U.S. registrations. The ratio of pre-registration abandonments to
live registrations is almost 3:1,41 as opposed to approximately 3:5 for the USPTO as a whole in
recent years.42 There are also a large number of applications that have been pending for longer
than the USPTO’s 10-month average, suggesting greater-than usual hurdles for cannabis-related
applicants.43
III. The Lawful Use Rule
A. Background
While other factors might contribute to the seemingly low registration rate for cannabis-related
trademarks (these applicants might be disproportionately likely to proceed pro se, for example),
there’s an obvious explanation for the vast graveyard of dead applications. The USPTO
considers marks used in connection with distribution of marijuana to be unregisterable.44
This policy is a relatively recent development and evolved over time. Before 2009, the issue
simply didn’t come up very much.45 When it did, the listing of “marijuana” among an
application’s identified goods was apparently not considered a bar to registration.46 While no
registration ever issued directly in connection with selling pot, in many cases this seems to
reflect little more than a loss of interest on the part of the applicants, rather than an outright
refusal by the USPTO.47
Even when marijuana’s legal status was flagged as a potential issue, earlier USPTO Actions
demonstrate a hesitant approach towards examining these marks, insisting, for example, that
“Applicant must further confirm that [Applicant’s State] permits the use in commerce of
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[medical marijuana]”48 or must “indicate how it intends to make lawful use of the mark on the
goods in interstate commerce” without citing any particular reasoning or authority.49
As trademark interest from the U.S. cannabis industry skyrocketed towards the end of 2009,
however, a specific USPTO policy towards marijuana emerged. In October, 2011, Section 907 of
the Trademark Manual of Examining Procedure (TMEP) was revised to explicitly discuss the
drug.50 The current version of TMEP §907 states that:
[E]vidence indicating that the identified goods or services involve the sale or
transportation of a controlled substance or drug paraphernalia in violation of the
Controlled Substances Act (“CSA”), 21 U.S.C. §§801-971, would be a basis for issuing
an inquiry or refusal. Subject to certain limited statutory exceptions, the CSA makes it
unlawful to manufacture, distribute, or dispense a controlled substance; possess a
Schedule I controlled substance; or sell, offer for sale, or use any facility of interstate
commerce to transport drug paraphernalia. See 21 U.S.C. §§ 812(b)(1)(B), 841(a)(1),
844(a), 863. Note that, regardless of state law, marijuana and its psychoactive
component, THC, remain Schedule I controlled substances under federal law and are
subject to the CSA’s prohibitions.51
This policy change killed a number of pending applications that had earlier been seemingly given
a pass.52 Since its implementation, Section 1 of the Trademark Act, the Controlled Substances
Act generally and TMEP §907 have been consistently cited against trademarks identifying use in
connection with marijuana.
B. Origin and development of the Lawful Use Rule
TMEP 907 is an explication of Trademark Rule 2.69: “When the sale or transportation of any
product for which registration of a trademark is sought is regulated under an Act of Congress, the
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Patent and Trademark Office may make appropriate inquiry as to compliance with such Act for
the sole purpose of determining lawfulness of the commerce recited in the application.”53
The statutory authority cited alongside Rule 2.69 is the very first sentence of the Lanham Act,
Section 1(a)(1), which begins “The owner of a trademark used in commerce may request
registration of its trademark [. . .]”54 This short phrase is in turn subject to the slim extrapolation
of Section 45, which explains that “[t]he term ‘use in commerce’ means the bona fide use of a
mark in the ordinary course of trade, and not made merely to reserve a right in a mark” and that
“[t]he word ‘commerce’ means all commerce which may lawfully be regulated by Congress.”55
Despite these unqualified definitions, in a series of opinions beginning in the late 1960’s and
appearing sporadically over the last half-century, the Trademark Trial and Appeal Board (TTAB)
has endorsed the idea that “use in commerce” in the Lanham Act means “lawful use in
commerce” (or sometimes “use in lawful commerce”),56 a rule that some federal courts have also
adopted, albeit much more recently.57
One of the earliest such opinions is the TTAB’s 1968 ruling in In re Stellar.58 Stellar concerned a
trademark application for the mark JETFRESH for an aerosol mouth freshener.59 Registration for
this mark was refused after the USPTO’s Examiner determined that the label submitted as a
specimen of use failed to list the product’s net contents as required by the Federal Food, Drug
and Cosmetic Act.60
The Board upheld this determination, stating that “[i]t seems evident that the term ‘commerce’
whenever and wherever used in the trademark statute must necessarily refer to ‘lawful
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commerce.’”61 Two brief explanations were given for inferring this extra word into the Lanham
Act. First, the Board inferred that “no trademark rights can accrue” from “unlawful shipments,”
apparently because registerable marks must be used “in commerce which may lawfully be
regulated by Congress.”62
If this truly was the Board’s premise, it’s a puzzling one. After all, Congress may lawfully
regulate all manner of unlawful commerce.63 A contemporary law review article, in reference to
Stellar’s proposition that the Patent Office lacks the power to recognize trademark rights arising
from unlawful commerce, pointed out that “not only does the Patent Office have such power, it
also does not have the power to refuse to exercise it. A contrary conclusion seems neither
supportable in law nor in practice.”64
Stellar’s second explanation was more straightforward: applying the statute as written would
“place the Patent Office in the anomalous position of accepting as a basis for registration a
shipment in commerce which is unlawful under a statute specifically controlling the flow of such
goods in commerce.”65 In other words, it would feel weird.
The Lawful Use Rule was followed in a number of subsequent TTAB decisions, in which the
Board stated that trademark registration could be denied if the applicant’s commercial use
violated not only the Food Drug and Cosmetic Act,66 but also the Federal Insecticide, Fungicide
and Rodenticide Act,67 the Federal Meat Inspecting Act,68 the Federal Alcohol Administration
Act,69 the Fair Packaging and Labeling Act,70 the Federal Clean Air Act,71 the Amateur Sports
Act of 1978,72 professional licensing requirements,73 and an injunction issued by the U.S. Court
for the Eastern District of Michigan.74 In general, when they provide any justification for the
Lawful Use Rule beyond noting that “it is settled,”75 these decisions merely cite Stellar’s
concern about creating an “anomaly.”
There has been far less discussion of the rule by Article III courts. In a 1987 opinion, Gray v.
Daffy Dan's Bargaintown, the Federal Circuit remarked in an off-handed way that “[a] valid
61
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application cannot be filed at all for registration of a mark without ‘lawful use in commerce.’”76
However, it is important to note that Daffy Dan’s concerned entitlement to concurrent use under
Section 2(d) of the Lanham Act and did not involve any alleged violation of a federal statute or
implicate Rule 2.69 in any way.77 Unlike Section 1, Section 2(d) of the Lanham Act actually
contains the words “lawful use in commerce” in its description of the requirements for
concurrent use.78 Indeed, this is one reason some scholars have argued that inferring the qualifier
“lawful” elsewhere violates basic rules of statutory construction.79 It seems likely that the term
“lawful use” in 2(d) (as well as Section 23, concerning supplemental registration) means
something closer to “good faith use,” emphasizing that, while such use of a mark need not be
exclusive, bad faith, such as knowledge of another’s prior use, precludes concurrent and
supplemental registration. 80 This is the context in which the Daffy Dan’s court used the term.81
As precedent supporting the Lawful Use Rule, Daffy Dan’s therefore seems less than
definitive.82
Nevertheless, in 2000, the Court of Appeals for the 10th Circuit cited Daffy Dan’s in United
Phosphorus v. Midland Fumigant for the proposition that “shipping goods in violation of federal
law cannot qualify as the ‘use in commerce’ necessary to establish trademark rights.”83 However,
this brief piece of dicta was not subjected to any significant discussion, since there was no
evidence on record that the appellee’s commercial use was unlawful in the first place.84
It was not until the 9th Circuit’s 2007 decision in CreAgri v. USANA Health Sciences that a
federal court tackled the Lawful Use Rule in any meaningful way.85 Noting that the issue was
one of first impression in its jurisdiction, the court nevertheless chose to adopt the TTAB’s
policy:
The rationale for this rule is twofold. First, as a logical matter, to hold otherwise would
be to put the government in the "anomalous position" of extending the benefits of
trademark protection to a seller based upon actions the seller took in violation of that
government's own laws. See In re Stellar, 159 U.S.P.Q. at 51. It is doubtful that the
trademark statute— passed pursuant to Congress's power under the Commerce Clause—
"was . . . intended to recognize . . . shipments in commerce in contravention of other
regulatory acts promulgated [by Congress] under [that same constitutional provision]."
76
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Id. Second, as a policy matter, to give trademark priority to a seller who rushes to market
without taking care to carefully comply with the relevant regulations would be to reward
the hasty at the expense of the diligent.86
A few district courts have followed the 9th Circuit’s lead,87 though these cases tend to treat the
rule as an affirmative defense to trademark infringement akin to unclean hands (referred to as the
“unlawful use doctrine” or “unlawful use defense”) rather than a prerequisite to registerability
pursuant to Section 1(a).88 In addition, drawing on doctrines developed in TTAB cases (though
not consistently acknowledged in subsequent TTAB cases) and discussed in CreAgri, these
courts have instituted a two qualifications to the unlawful use defense: (1) there must be a nexus
between the violation alleged and the use of the mark; and (2) the violation must be material, i.e.
of “such gravity and significance that the usage must be considered unlawful—so tainted that, as
a matter of law, it could create no trademark rights.”89
Though the doctrine has evolved, the thrust of this accumulated caselaw remains relatively clear:
a business that violates one law shouldn’t be able to claim rights under a different law. Exactly
why this is so remains less clear.
C. Application of the Lawful Use Rule to Marijuana
Either a refusal or request for information based on the Lawful Use Rule is almost certain to
issue in connection with any application identifying marijuana or cannabis. In addition to Section
907 of the USPTO’s own examination manual, applicants should expect citations to Stellar,
Clorox, Midwest Tennis, and Daffy Dan’s.90
These actions will also cite the CSA, 21 U.S.C. §§812, 841(a)(1), and 844(a), which prohibits,
among other things, distributing marijuana. While the CSA has a less direct connection to
trademark use than marketing regulations like FDA labeling requirements (Stellar, Clorox) or
86
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unauthorized use of Olympic symbols (Midwest Tennis), if one accepts the premise of Stellar
and its progeny, it’s not much of a stretch to find a nexus between use of a mark in connection
with sale of marijuana and violation of a statute that prohibits such sales.91
However, the application of TMEP 907 goes well beyond obvious CSA violations such as use in
connection with “dried marijuana” in Class 5 or “Retail sale of marijuana” in Class 35. It also
appears to be USPTO policy to issue an Office Action to any applicant providing business-tobusiness services within the cannabis industry, such as business consultation or advertising
services in Class 35,92 software in Class 9,93 and workshops and seminars in Class 41.94 While
many of these Office Actions might be resolved with a simple declaration by the applicant that
its services do not violate the CSA, the legalistic nature of USPTO Actions no doubt intimidates
many pro se applicants into abandoning their applications.
Where Office Actions take the form of requests for information rather than outright refusals, it’s
far from clear what these requests are intended to accomplish. It is understandable that the
Trademark Office’s Examining Attorneys are ill-equipped to determine which types of activities
violate the CSA and which do not. Such determinations would seem to require Examiners to
make complicated findings of fact and law regarding, among other things, aider and abettor
culpability,95 criminal conspiracy,96 and the applicant’s mens rea in providing the services.97 But
further information from the applicant on the nature of its services seems unlikely to supply the
Examiner with the strict proof necessary to infer a criminal violation,98 much less transform the
Examiner into an expert on federal criminal law.

Judge Kera’s concurrence in Satinine, 209 USPQ at 967, the origin of the nexus and materiality requirements,
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unthinkableness is that heroin is very bad.
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In other cases, no additional information appears to be necessary for the USPTO’s trademark
attorneys to determine that a federal felony is being committed.99 For example, on Nov. 5, 2014,
Monster Events International, Inc.’s application for the mark KUSH EXPO was refused in Class
41 for “Arranging, organizing and conducting seminars, exhibitions and trade shows in the field
of medical marijuana; Education services, namely, providing seminars and classes in the field of
medical marijuana.”100 In issuing this refusal under Section 1 and 45, the Examiner explained
that:
The specimen of record plainly indicates that applicant’s identified goods/services
include items and/or activities that are prohibited by the CSA, namely, possession and
use of marijuana and the provision of facilities for others to possess and use marijuana [in
violation of 21 U.S.C. §856]. The applicant’s specimen indicates that it is providing a
“420 Medicating Area.” As shown by the attached evidence from NoSlang.com, the term
420 refers to marijuana.101
In other words, purely on the basis of the applicant’s specimen and evidence supplied by the
website “noslang.com,” the USPTO was able to definitively determine that (1) the “420
Medicating Area” would necessarily be used for “manufacturing, storing, distributing, or using”
marijuana; (2) such activities would be unlawful if and when they occurred; (3) this area was
“managed and controlled” by the applicant; (4) applicant rented, leased, profited from, or
otherwise made this area available for use; (5) applicant did so knowingly and intentionally for
the purpose of such unlawful activities.102
Even if the applicant was guilty of the crime alleged, however, it’s not obvious what this has to
do with the lawfulness of its use of its mark in connection with “seminars, exhibitions and trade
shows.” Surely, few would argue that a fast food restaurant should forfeit its trademark rights
simply because it allowed its premises to be used in violation of the CSA.103 Where provision of
the identified goods or services is not itself unlawful, it seems inappropriate for the USPTO to
inquire into what other laws the applicant might have broken.104 After all, if felony activity
precluded a party’s trademark rights, plenty of famous brands—from SEARS (1999 fraud
conviction) to CHEVRON (1992 illegal dumping conviction)—would be up for grabs.105
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IV. Trademark strategies for businesses in the cannabis industry
A. State-level protection
Even in the absence of federal registration, cannabis brands may be protectable to some extent by
state statutes and common law concerning trademarks, unfair competition or deceptive trade
practices.106 In addition, many states that have legalized marijuana for medical or recreational
use allow for registration of cannabis trademarks pursuant to state trademark laws.107 It’s
therefore common for trademark professionals to recommend that clients in the cannabis industry
pursue registration of their marks within the state(s) in which they’re doing business.108
State registrations do in some cases have advantages compared to relying purely on common-law
rights. For example, Washington’s trademark statute (though not Colorado’s) allows registrants
to seek remedies similar to those available under the Lanham Act, such as infringer’s profits,
attorney’s fees and treble damages.109 Washington’s statute (though, again, not Colorado’s) also
gives registrants priority over later users of the mark throughout the state.110 In both Washington
and Colorado, as in most states, registration will at least provide constructive notice of the
trademark’s usage to potential infringers.111
Nevertheless, owners of state registrations will continue to lack many of the crucial advantages
of a federal trademark registration: subject-matter jurisdiction in the federal courts, presumption
of validity in infringement actions, use of the registered trademark symbol and a basis for an
international trademark application.112
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Most importantly, the significance of these state registrations stops, at best, at the state borders.
Cannabis businesses therefore need to worry about another party adopting their trademarks in
one of the growing number of other jurisdictions where their product is (kind of) legal. If, like
many in this young industry, they haven’t yet managed to scale their operations or overcome the
significant regulatory hurdles to entering interstate commerce, they may not have many options
for defending their brands, since most state trademark registries do not allow for intent-to-use
applications.
As more and more states legalize marijuana and the industry continues to grow, it seems very
likely that U.S. cannabis consumers will encounter identical marks being used by completely
unrelated businesses in different parts of the country.113 Moreover, if the Controlled Substances
Act is ever amended to remove marijuana as a Schedule I drug,114 we should expect to see a
trademark landrush and a thicket of conflicting claims that may take years of litigation to
unravel.115
B. U.S. registration in connection with other goods or services
The other strategy routinely identified for cannabis brand owners is to pursue a federal
registration for their trademark in connection with non-CSA-prohibited goods and services.116
Such goods or services would need to be part of the business’s ordinary course of trade and not
offered merely to provide a basis for registration; otherwise, an Examiner can and should issue a
Section 1 refusal due to lack of bona fide use.117 But, for example, if a THC-infused bakery also
manufactures non-THC cookies or a dispensary also provides informational services related to
cannabis strains on its website, the business might plausibly register its trademarks in connection
with these ancillary activities, hoping to cast a protective halo around its core products.118
There are problems with this tactic. First, as discussed in Part III.C, supra, the USPTO applies
additional scrutiny to trademarks that seem related to marijuana in any way.119 If the Examining
Attorney determines, through her own independent research, that an applicant is a purveyor of
marijuana, the burden may be on the applicant to prove that its marks are in lawful use
notwithstanding its collateral violations of the CSA.120 For example, Indus Holding Company’s
application for the mark ALTAI in connection with “Online medical cannabis resources; Public
113
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advocacy to promote awareness of the need for assuring patients safe access to affordable
medical cannabis; Educational services in the field of alternative therapies” was refused because
the Examiner determined that the company was also involved in manufacturing THC-infused
chocolates.121
More importantly, if a business does manage to obtain a registration of ancillary goods or
services, the scope of this registration will not be ideal. The priority, presumptions and other
benefits of a federal registration apply only to the goods and services identified.122 In an
infringement action against a competing cannabis business, the registrant would bear the burden
of proving that its informational services or baked goods are sufficiently related to marijuana that
consumers might assume an affiliation. This could be especially problematic if, during the
prosecution of its application, the registrant has made statements in response to a refusal or
request for additional information to the effect that its identified good or services are unrelated to
its CSA-prohibited activities.123
Nevertheless, there is much to be said in favor of this advice. Outside a courtroom, the scope of a
trademark registration is often less important than the fact of the registration itself. Registrants
would still be entitled to use the registered trademark symbol. They would still be able to cite the
registration number in demand letters. In an infringement action, the registrant would still be able
to rely on the protection of its registration, so long as the goods and services in contention were
deemed related to the registered goods and services, a credible position if the plaintiff has itself
been using the mark simultaneously for both.124 Moreover, if the prohibition of marijuana-related
registrations is ever lifted, ownership of related registrations is likely to be persuasive, though
not conclusive, evidence of a brand owner’s priority of use.
C. Appeal
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As of December 20, 2015, none of the refusals issued for cannabis-related applications appear to
have been appealed. Given the novelty of the facts, the tenuous statutory basis for the USPTO’s
position and the lack of precedent in many jurisdictions, this is a viable option for a party willing
the make the substantial investments necessary.
An Examiner’s refusal would first need to be appealed to the TTAB.125 Where the Examining
Attorney has either mistakenly applied the CSA to lawful activities or where the unlawful
activities identified are collateral to the applicant’s use of its mark, the TTAB might be
convinced to reverse the refusal.126 Since the CSA provides for criminal penalties, there is a
persuasive case to be made that Examiners should proceed cautiously, refusing registration only
when the good or service identified in the application constitutes a per se violation of the statute,
such as manufacture or sale of marijuana.127
For dispensaries, growers and manufacturers of THC-infused products, on the other hand, a
TTAB appeal is unlikely to provide a satisfactory outcome. Cannabis applications may present a
slightly different set of facts than those which led to Stellar and its progeny—for example, the
majority of these decisions involve federal laws that directly and explicitly regulate the marking
of the products involved as opposed to simply prohibiting the products themselves—but the
weight of TTAB precedent and the breadth of the language used therein suggests that the Board
is unlikely to order registration of a trademark used for marijuana absent some change in the
law.128
The best hope for these applicants probably lies in seeking review of the TTAB’s decision in
federal court, either by direct appeal to the Court of Appeals for the Federal Circuit or by filing
suit in a district court with the appropriate jurisdiction.129
The issue would arguably be a novel one for the Federal Circuit. While the Federal Circuit’s
decision in Gray v. Daffy Dan's Bargaintown is often cited as support for the USPTO’s Lawful
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Use Rule, the rule wasn’t implicated in any way by the facts of that case.130 The court’s
pronouncement that a “valid application cannot be filed at all for registration of a mark without
‘lawful use in commerce’” may seem like a stark statement, but it was made as an aside, without
any discussion or apparent consideration, in the context of interpreting a prior case’s application
of Section 2(d)’s concurrent use provisions.131 Moreover, in both this prior case and Daffy Dan’s,
the issue was whether the applicant’s commercial use infringed the senior user’s trademark
rights, not whether the use violated some other federal regulation, leading to the impression that
the court had something different in mind when it used the term “lawful” than did the drafters of
TMEP 907.132
The dictum in Daffy Dan’s has been cited approvingly in at least two subsequent Federal Circuit
cases, Ultracashmere House v. Springs Mills and Action Temporary Services v. Labor Force.133
However, neither of these cases is exactly on point either. Like Daffy Dan’s, Action Temporary
Services involved concurrent use under Section 2(d).134 The applicant’s use was “unlawful” in
the sense that it was alleged to have constructive notice of the prior registrant’s mark when it
adopted its own.135 This supports the theory that the term “lawful” as used in Section 2(d) (and
possibly also Section 23) means something like “in good faith” or “non-infringing.”136 Similarly,
Ultracashmere, an appeal from an opposition proceeding, focused on whether the use the
applicant relied upon infringed the opposer’s trademark.137 Neither case was concerned with the
trademark owners’ compliance with unrelated federal statutes.
While precedent in the Federal Circuit doesn’t seem to preclude a reevaluation of the USPTO’s
lawful-use rule, at the same time, the limited statements from the court on the issue have not
been especially encouraging. Cannabis businesses looking to overcome a Section 1 rejection may
therefore wish to consider litigating their case in district court.
Unfortunately for many such businesses, courts in the Ninth Circuit—the most appropriate venue
for parties located in the recreational-pot states of Alaska, Oregon and Washington, as well as
the enormous medical-marijuana market of California—will be bound by CreAgri v. USANA
Health Sciences.138 The CreAgri court wholeheartedly adopted the TTAB’s Lawful Use Rule,
and the Ninth Circuit is unlikely to overturn this landmark decision so soon after it was issued.139
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Any appeal to this Circuit would therefore likely need to distinguish CreAgri’s fraudulent
pharmaceutical packaging from the applicant’s trade in semi-legal marijuana. This is not
unthinkable. Again, there is a plausible distinction to be made between a law specifically
regulating deceptive markings on goods and a criminal drug statute. Indeed, in the Ninth
Circuit’s subsequent decision in SoCal Darts Ass’n v. Zaffina, the court implied that unlawful
conduct should not preclude trademark protection if “unrelated to the purpose of the federal
trademark laws.”140 Still, the language of the CreAgri decision makes successful appeal to the
courts of the Ninth Circuit a daunting proposition.
Similarly, the Tenth Circuit—which includes Colorado, interim capital of the nascent U.S.
cannabis industry—seems to have tentatively endorsed the Lawful Use Rule, albeit not in as
fully articulated a manner as its neighbor to the west.141 Several district courts around the country
have also confronted the rule under the rubric of the “unlawful use defense,” expressing
uncertainty about whether the defense was good law in their jurisdiction.142
Therefore, with the exception of cases within the Ninth and Tenth Circuits and (if one accepts
the stray remark from Daffy Dan’s as precedential) TTAB appeals directly to the Federal Circuit,
the question of whether “use in commerce” in 15 U.S.C. §1051 means “lawful use in commerce”
would be one of first impression. An applicant-appellant would face an uphill battle against the
persuasive authority of CreAgri and decades of TTAB opinions but would not need to argue for
an upheaval of existing law. In the absence of controlling authority, a district court or (upon
further appeal) circuit court might be convinced to look again at the language of the Lanham Act
and decide whether Congress really intended to insert a tacit additional condition to trademark
registration.
The language of the Act itself certainly suggests otherwise.143 Section 45 states unequivocally
that “The word ‘commerce’ means all commerce which may lawfully be regulated by Congress”
(emphasis added).144 Since it is well established that Congress may lawfully regulate both lawful
and unlawful commerce145—including, explicitly, intrastate commerce in medical marijuana146—
the USPTO’s insistence that cannabis trademarks are not “used in commerce” runs directly
“Even assuming that SoCal unlawfully failed to pay taxes, its misconduct would be unrelated to the purpose of
the federal trademark laws and, therefore, collateral and immaterial.” SOUTHERN CALIFORNIA DARTS ASS'N
v. Zaffina, 762 F. 3d 921, 931 (9 th Cir. 2014).
141
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contrary to this definition, implying that “commerce” means only some commerce which may
lawfully be regulated by Congress.
Moreover, In re Stellar’s sweeping conclusion that “the term ‘commerce’ whenever and
wherever used in the trademark statute must necessarily refer to ‘lawful commerce’” yields
awkward results when applied consistently.147 If “commerce” always means “lawful commerce,”
then what does “lawful use in commerce” mean when used in connection with concurrent use
and the supplemental register?148 Does “lawful use in [lawful] commerce” require an extra level
of lawfulness?
Likewise, should this extra term be read into Section 32 and 43, both of which define
infringement as “use in commerce” of a confusingly similar mark? In Hershey’s complaint
against TinctureBelle, it stated without reservation that the edibles maker had used the allegedly
infringing marks in commerce.149 MGM’s complaint against the Nevada dispensary M’Life
alleged likewise.150 Both corporations would surely be surprised to have their claims fail on the
basis that the defendants never “[lawfully] used” the infringing marks “in [lawful] commerce” as
required under the Lanham Act. Yet, to hold otherwise would be to assign two different
meanings to the same phrase within the same statute.
Courts have acknowledged the shaky statutory authority for the Lawful Use Rule151 but have
nevertheless been persuaded by the conclusory statement in Stellar that doing otherwise would
place the USPTO in the “anomalous position” of recognizing unlawful conduct as a basis for
trademark registration.152 The source of this concern, though not usually articulated, is
presumably the old Latin adage ex turpi causa non oritur actio ("from a dishonorable cause, an
action does not arise"),153 the same aphorism underlying the equitable “unclean hands”
defense.154 The assumption flowing from these equitable principles appears to be that legal rights
simply cannot be acquired in connection with illegal conduct.155
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In addition to the fact that equitable defenses like unclean hands have not traditionally had a
place in ex parte administrative decisions like a trademark examination, the principle of ex turpi
causa non oritur actio has its limits. One example is adverse possession, wherein an unlawful
trespasser is able to obtain title to real property after a sufficient period of time.156 In copyright
law, too, there is increasingly a consensus that creative works are entitled to copyright protection
even if the work happens to violate other laws, such as obscenity statues.157 Undocumented
workers can sue employers for discrimination under Title VII of the Civil Rights Act, even if
their entitlement to these protections arose from their violation of immigration laws.158
Therefore, if what is meant by “anomalous” is “unusual,” then arguably this is not so.
As for the second rationale presented by the Ninth Circuit in CreAgri—that “as a policy matter,
to give trademark priority to a seller who rushes to market without taking care to carefully
comply with the relevant regulations would be to reward the hasty at the expense of the
diligent”—it’s not entirely clear what dangers the court is imagining.159 If the idea is that
companies will intentionally violate FDA regulations, or disregard them in their haste, simply to
gain trademark priority, no evidence is presented to support this theory. In the context of
marijuana, the proposition is even more dubious. Surely no court would suggest that encouraging
trademark infringement amongst cannabis businesses will stem the flow of illicit drugs.160
Much of the case law underlying the Lawful Use Rule is animated by a belief that there is
something inconsistent about federal law upholding trademark rights where the trade involved
itself violates federal law. But there is nothing obvious or self-evident about that conclusion.
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This is especially true because trademark law benefits not just the trademark owner. It is also
rooted in consumer protection.161 Trademarks reduce consumer search costs, prevent deceptive
marketing and incentivize product quality and safety and sustainable manufacturing practices.162
Refusing to recognize trademarks used in unlawful commerce punishes the consumer for the sins
of the manufacturer.
A compelling case can therefore be made that the Lawful Use Rule is both lacking in statutory
authority and unjustified as a matter of policy. It is not unthinkable that a court might be
persuaded to chuck it out.
V. Conclusion
Cannabis in the United States is a potentially enormous industry with a demonstrated enthusiasm
for branding. Yet, businesses providing cannabis-related goods and services lack access to
fundamental trademark protections due to the USPTO’s Lawful Use Rule and its application
thereof to cannabis products.
The Lawful Use Rule does not have a clear statutory source in the Lanham Act, and, in fact,
appears to violate basic rules of statutory construction. It is also not well justified as a policy
matter. The concern expressed in Stellar and CreAgri that the rule averts an “anomaly” in federal
law does not appear to be supported by any particular evidence or to flow logically from first
principles. Whether one agrees with the treatment of marijuana under the CSA or not, it is
difficult to see how denying trademark protection in connection with the drug furthers the aims
of prohibition. At a minimum, tasking the USPTO with enforcing drug laws that the DEA itself
does not seems an odd allocation of administrative responsibility.
In the meantime, the Lawful Use Rule disincentivizes investments in safety, quality and
sustainability within the U.S. cannabis industry and encourages deceptive trade practices. Given
the rule’s long-established application by the TTAB, however, it is likely that change will need
to come from Congress or from Article III courts before cannabis brands can be adequately
protected.
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Appendix 1 – TSDR Results for “(marijuana or cannabis or thc)[gs]” since 1993 by quarter
Quarter
Q1 1993
Q2 1993
Q3 1993
Q4 1993
Q1 1994
Q2 1994
Q3 1994
Q4 1994
Q1 1995
Q2 1995
Q3 1995
Q4 1995
Q1 1996
Q2 1996
Q3 1996
Q4 1996
Q1 1997
Q2 1997
Q3 1997
Q4 1997
Q1 1998
Q2 1998
Q3 1998
Q4 1998
Q1 1999
Q2 1999
Q3 1999
Q4 1999
Q1 2000
Q2 2000
Q3 2000
Q4 2000
Q1 2001
Q2 2001
Q3 2001
Q4 2001
Q1 2002
Q2 2002
Q3 2002
Q4 2002
Q1 2003
Q2 2003
Q3 2003
Q4 2003
Q1 2004
Q2 2004

No. of applications filed
1
2
0
0
0
0
0
0
4
1
1
0
1
6
1
0
2
0
3
4
1
2
0
1
2
0
1
3
0
11
14
0
2
3
0
0
0
1
1
0
0
2
1
2
0
0

Q3 2004
Q4 2004
Q1 2005
Q2 2005
Q3 2005
Q4 2005
Q1 2006
Q2 2006
Q3 2006
Q4 2006
Q1 2007
Q2 2007
Q3 2007
Q4 2007
Q1 2008
Q2 2008
Q3 2008
Q4 2008
Q1 2009
Q2 2009
Q3 2009
Q4 2009
Q1 2010
Q2 2010
Q3 2010
Q4 2010
Q1 2011
Q2 2011
Q3 2011
Q4 2011
Q1 2012
Q2 2012
Q3 2012
Q4 2012
Q1 2013
Q2 2013
Q3 2013
Q4 2013
Q1 2014
Q2 2014
Q3 2014
Q4 2014
Q1 2015
Q2 2015
Q3 2015
Q4 2015

2
0
4
1
2
2
1
1
2
1
2
3
1
2
2
3
1
1
3
3
17
24
26
59
50
26
19
30
17
5
10
9
6
11
7
23
24
30
76
94
99
67
101
146
94
71

Appendix 2 - TSDR Results for “(marijuana or cannabis or thc)[gs]” by International Class
Class
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

No. of Applications
26
0
9
6
193
5
5
2
117
27
4
0
0
5
0
116
0
5
0
1
10
3
0
5
72
2
0
7
5
25
23
10
1
46
379
23
2
13
18
9
240
96
3
137

