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Unauthorized and Unwise: The
Lawful Use Requirement in
Trademark Law

Robert A. Mikos*

For decades, the United States Patent and Trademark Office (“PTO”)
has required trademark owners to comply with sundry nontrademark laws
governing the sale of their trademarked goods and services. Pursuant to this
“lawful use requirement,” the Agency has refused or even cancelled registration
of thousands of marks used on everything from Schedule I controlled substances
to mislabeled soap. This Article subjects the Agency’s lawful use requirement to
long-overdue scrutiny. It suggests that in requiring compliance with other laws
for registration, the PTO has lost sight of the one statute it is supposed to
administer. In the process, the Agency has overstepped the limits of its statutory
authority and undermined federal trademark policy. Whether a mark owner
has used its mark to sell improperly labeled soap or an illicit drug, the PTO has
no mandate, and no convincing policy reason, to deny the owner the substantial
benefits of registration. Simply put, the Agency’s lawful use requirement has no
place in trademark law.
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INTRODUCTION

Consider the following questions, each of which has been asked

and answered by a certain federal administrative agency:

To what extent does the 2018 Farm Bill legalize the sale of CBD
extracted from “hemp”?

After the President sanctioned Russia for invading the Crimea,
are Russian arms manufacturers allowed to export their wares
to the United States?

Does the sale of certain engine modification kits violate the
California Vehicle Code?

Under the Securities Exchange Act of 1934, may commercial
banks offer insurance brokerage services?
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e Is shampoo “soap,” and thus exempt from the Food, Drug, and

Cosmetic Act’s labeling requirements?

If you were to guess which agency had the mandate and breadth
of expertise needed to tackle these questions—and many more—the
United States Patent and Trademark Office (“PTO”) would probably not
come to mind. After all, none of the questions posed has any obvious
connection to trademark or patent law. But then, perhaps you have
never heard of the Agency’s lawful use requirement for trademark
registration.

The PTO is responsible for administering the Lanham Act’s
trademark registration system, the nation’s invaluable repository of
marks already in use and therefore likely protected from infringement.?!
To register marks with the Agency, the Lanham Act requires mark
owners to use their marks in commerce—in essence, to sell goods with
their marks affixed to them.2 But the PTO has gone a step further and
insisted that mark owners must comply with other laws when selling
their trademarked goods.? In other words, the sale of those goods must
be lawful. The failure to comply with this lawful use requirement,
whether by selling a Schedule I controlled substance or a mislabeled
bottle of shampoo, constitutes grounds for refusing or even cancelling
the registration of a mark.

Pursuant to its lawful use requirement, the PTO has
investigated violations of a breathtaking array of laws outside the field
of trademark law, including the Controlled Substances Act;* the Food,
Drug, and Cosmetic Act;> the Amateur Sports Act;® the Federal
Insecticide, Fungicide, and Rodenticide Act;? the Securities Exchange
Act of 1934;% the Endangered Species Act;® the International

1. See Rebecca Tushnet, Registering Disagreement: Registration in Modern American
Trademark Law, 130 HARV. L. REV. 867, 876-78 (2017) (discussing the function and social value
of registration).

2. 15 U.S.C. § 1051 (requiring declaration that mark “is in use in commerce” for
registration). The statutory requirements for registration are discussed more fully infra, Section
I.A. Similar rules apply to service marks, but for ease of exposition, the Article focuses on
trademarks used on goods.

3. E.g.,, Weight Watchers Int’l, Inc. v. I. Rokeach & Sons, Inc., 211 U.S.P.Q. (BL) 700, 702
(T.T.A.B. 1981) (“Trademark rights cannot accrue from unlawful commerce.”). Section I.B
discusses the requirement in detail.

4.  In re Morgan Brown, 119 U.S.P.Q.2d (BL) 1350 (T.T.A.B. 2016).

5. In re Stellar Int’l, Inc., 159 U.S.P.Q. (BL) 48 (T.T.A.B. 1968).

6. U.S. Olympic Comm. v. O-M Bread, Inc., 26 U.S.P.Q.2d (BL) 1221 (T.T.A.B. 1993).

7.  Coahoma Chem. Co. v. Smith, 113 U.S.P.Q. (BL) 413 (Dec. Comm’r Pat. 1957).

8. E.W. Bank Co. v. Plubell Firm LLC, No. 92053712, 2016 WL 5219824, at *13 (T.T.A.B.
Sept. 8, 2016).

9. U.S. Trademark Application Serial No. 79226020 (Office Action, Feb. 20, 2018).
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Emergency Economic Powers Act;'© the Cuban Assets Control
Regulations;!! the Federal Meat Inspecting Act;'2 the Communications
Act of 1934;13 the Federal Alcohol Administration Act;!* and the Federal
Indian Arts and Crafts Act,'5 to name but a few, along with violations
of sundry state laws.16 In the past decade alone, the Agency has refused
or cancelled registration of thousands of marks because it found that
the mark owner likely violated one of these, or countless other,
nontrademark statutes when selling its trademarked goods.?

The lawful use requirement can have severe consequences for
any mark owner caught in the crosshairs of an inquiring trademark
examiner or a rival in an inter partes trademark dispute. Most
obviously, the mark owner loses the “significant, substantive
advantages” the Lanham Act confers on registered marks, including the
presumption that a registered mark is valid and constructive
nationwide notice that the registrant has staked a claim to it.18 But the
consequences may extend beyond the loss of registration and its many
benefits. Following the PTO’s lead, a small but growing number of
courts have held that unlawful use also constitutes a defense to
infringement of a mark.!® Thus, whether they seek registration or not,
mark owners are increasingly under the thumb of the lawful use
requirement.

10. U.S. Trademark Application Serial No. 79179932 (Office Action, Jan. 25, 2016).

11. U.S. Trademark Application Serial No. 86503062 (Office Action, Apr. 3, 2017).

12. In re Cook, United, Inc., 188 U.S.P.Q. (BL) 284 (T.T.A.B. 1975).

13. Inre WSM, Inc., 225 U.S.P.Q. (BL) 883 (T.T.A.B. 1985).

14. Great Adirondack Steak & Seafood Cafe, Inc. v. Adirondack Pub & Brewery, Inc., No.
91219162, 2017 WL 3670296 (T.T.A.B. June 8, 2017).

15. In re Indian Nation Leather Co., 44 U.S.P.Q.2d (BL) 1539 (T.T.A.B. 1997).

16. E.g., Facial Aesthetic Ctr. of Excellence Grp., Inc. v. Stewart Wang, M.D., Inc., No.
92044775, 2006 WL 3296210 (T.T.A.B. Oct. 27, 2006) (state business and professions code);
Geraghty Dyno-Tuned Prod., Inc. v. Clayton Mfg. Co., 190 U.S.P.Q. (BL) 508 (T.T.A.B. 1976) (state
vehicle code); see infra notes 338-339 and accompanying text (discussing PTO’s struggles to limit
application of requirement to violations of federal law).

17. To estimate the number of marks refused registration on lawful use grounds, I searched
the TM TKO database of Office Actions. See TM TKO, tmtko.com/searches (last visited Sept. 15,
2020) [https://perma.cc/SWDQ-ZZEG]. The full search query: (status_class [any]: abandoned AND
status_date [greater]: 01/01/2010) AND (content_combined [phrase]: “lawful use” AND
content_combined [not_any]: supplemental concurrent AND content_combined [not_phrase]:
“common law use”). The search returned 5,928 results since January 1, 2010. The search dates
were restricted because records of older PTO decisions are incomplete. Office Action Lawful Use
Dataset (on file with author). For an explanation of PTO registration proceedings, see infra notes
65—-67 and accompanying text.

18. Barton Beebe, Is the Trademark Office a Rubber Stamp?, 48 HOUS. L. REV. 751, 753
(2011); see also infra Section I.A (explaining benefits of registration).

19. E.g., CreAgri, Inc. v. USANA Health Scis., Inc., 474 F.3d 626 (9th Cir. 2007) (holding that
dietary supplement manufacturer did not infringe on competitor’s trademark because competitor’s
prior use of the mark had been unlawful); see also infra Section 1.C.2 (discussing rise of the
unlawful use defense).
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The lawful use requirement is particularly disruptive in newly
emerging industries, where firms are testing the boundaries of the law.
Consider the state-licensed cannabis industry. More than thirty states
have legalized cannabis for medical and even recreational purposes.
These states have licensed thousands of firms to meet consumer
demand for the drug.2° The combined sales of the industry totaled more
than $13 billion in 2019 and are projected to surpass $35 billion by
2025.21 Entrepreneurs in this industry have already established loyal
brand followings among the nation’s more than fifty million cannabis
consumers.22 But not one of those entrepreneurs can register its mark
with the PTO, because the sale of marijuana remains illegal under
federal law.23

Notwithstanding its longevity and the frequency with which it
has been applied, the lawful use requirement has escaped close judicial
scrutiny. Shockingly, to date, the courts have never had to opine on the
PTO’s authority to demand lawful use for registration.2* Most mark
owners who have been refused registration on lawful use grounds have
declined to appeal the PTO’s decision to the courts. In the rare appeals
that have been made, courts have been able to sidestep questions about
the Agency’s statutory authority by deciding the appeals on other
grounds. Left unchallenged for decades, the requirement became a
fixture in PTO registration proceedings. It was at this point that a
handful of courts began to recognize a separate defense to trademark
infringement based, in large part, on the Agency’s requirement.2> But
in following the PTO’s lead, these courts never examined the Agency’s
justifications for making trademark registration conditional upon
compliance with nontrademark laws, nor its authority for so doing.

20. Colorado alone has licensed more than one thousand firms to cultivate, process, and/or
distribute medical or recreational marijuana. See MED Resources and Statistics, COLO. DEP'T OF
REVENUE, https://www.colorado.gov/pacific/enforcement/med-resources-and-statistics (last
updated Oct. 1, 2020) [https://perma.cc/5K9W-26E8].

21. Chris Hudock, U.S. Legal Cannabis Market Growth, NEW FRONTIER DATA (Sept. 8, 2019),
https://newfrontierdata.com/cannabis-insights/u-s-legal-cannabis-market-growth/
[https://perma.cc/E8GP-7SRC]; see also ARCVIEW MARKET RSCH. & BDSA, THE STATE OF LEGAL
CANNABIS MARKETS 12 (8th ed. 2020) (estimating industry sales of $12.4 billion in 2019).

22. Some notable brand names in the industry include Willie’s Reserve, PharmaCann,
Marley Natural, Caviar Gold, Kiva Confections, and Grassroots.

23. See sources cited infra note 280 (listing cases where marks were rejected due to use on
marijuana products).

24. See infra Section 1.C.1 (discussing judicial review of Trademark Trial and Appeal Board
(“TTAB”) lawful use decisions).

25. See infra Section 1.C.2 (discussing “unlawful use” defense in trademark infringement
litigation).
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This Article subjects the lawful use requirement to long-overdue
scrutiny.26 It suggests that in requiring compliance with other laws for
registration, the PTO has lost sight of the one statute it is supposed to
administer. In the process, the Agency has overstepped the limits on its
statutory authority and undermined federal trademark policy. Whether
a mark owner has used its mark to sell improperly labeled shampoo or
a Schedule I controlled substance, the PTO has no mandate, and no
convincing policy reason, to refuse registration of the mark.

The Article illuminates two distinct flaws in the lawful use
requirement. First, it explains that the Lanham Act does not authorize
the PTO to condition registration upon compliance with other,
nontrademark statutes.?? Although the Act does require mark owners
to use their marks in commerce, it specifies that this “use in commerce”
requirement is satisfied by the sale of a good bearing one’s mark,
without regard to the legality of such sale.2® Furthermore, demanding
compliance with other laws bears no relationship to the twin purposes
behind requiring “use in commerce.” Congress required “use” of a mark
to ensure that consumers will associate the mark with goods made by a
particular vendor, and it required such use to be “in commerce” to
ensure that Congress had constitutional authority to regulate the use
of the mark. Neither of these functions hinges on or is even advanced
by a mark owner’s compliance with other laws governing the sale of
goods.

Apart from disregarding the plain language and purposes of the
“use in commerce” requirement, the PTO has ignored another provision
of the Lanham Act that specifies the exclusive grounds upon which the
Agency may refuse registration of a mark.2? This provision would have
been the natural place for Congress to have prohibited registration of
marks used in unlawful commerce, but Congress did no such thing—a

26. It builds upon previous scholarship discussing facets of the lawful use requirement and
related doctrines. See generally James B. Astrachan, Unlawful Use in Commerce and the
Affirmative Defense to Infringement: When Trademark Rights Are Not What They Appear to Be, 69
SYRACUSE L. REV. 263 (2019) (exploring lawful use as a requirement of registration and as an
affirmative defense); Note, The Besmirched Plaintiff and the Confused Public: Unclean Hands in
Trademark Infringement, 65 COLUM. L. REV. 109 (1965) (explaining the doctrine of “unclean
hands” in trademark law and its effect on the public); Iver P. Cooper, Unclean Hands and Unlawful
Use, 71 TRADEMARK REP. 38 (1981) (explaining the switch from the “unclean hands” doctrine to
“lawful use” doctrine and its impact on trademark law); Christopher R. McElwain, High Stakes:
Marijuana Brands and the USPTO’s “[Lawful] Use” Registration Criterion (2016) (unpublished
manuscript), https://pdf4pro.com/cdn/christopher-r-mcelwain-37a6.pdf [https://perma.cc/474L-
YPYC] (discussing the lawful use doctrine’s impact on marijuana products); Bethany Rabe,
Adapting the U.S.P.T.O.’s Unlawful Use Doctrine for the Federal Courts, 17 WAKE FOREST J. BUS.
& INTELL. PROP. L. 286 (2017) (examining the unlawful use doctrine as applied in federal courts).

27. See infra Part II.

28. See infra Section IT.A.

29. See infra Section I1.B.
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conspicuous omission, given that Congress had expressly barred
protection of marks “used in unlawful businesses” in every trademark
statute it had adopted before the Lanham Act.3°

Tellingly, the PTO has seldom discussed statutory text in its
lawful use decisions. Indeed, the Agency’s first textual defense of the
requirement appeared in a decision issued more than thirty years after
the Agency began demanding lawful use for registration. In a brief
passage in that decision, a member of the Agency’s Trademark Trial
and Appeal Board (“TTAB”) suggested that, because Congress had
expressly referred to “lawful use” elsewhere in the Lanham Act, it
necessarily must have intended to demand lawful use for registration
as well.3! But the PTO’s reasoning is just plain wrong. It not only
contravenes the usual canons of statutory interpretation, but it also
misconstrues what Congress meant by “lawful use” elsewhere in the
statute (hint: it has nothing to do with obeying other laws).32

Lacking any textual support for its requirement, the PTO has
instead suggested that lawful use is dictated by a supposedly well-
established principle of the common law. In its very first and most
influential lawful use decision, for example, the PTO baldly asserted
that one could never acquire property rights through wrongful acts—a
view the Agency has embraced in various guises ever since.?? But as
every 1L property student should recognize, one may acquire valid
property rights from wrongful acts, even unlawful ones.3* In fact, the
PTO 1itself confers wvaluable property rights in an analogous
circumstance: 1t issues patents on inventions that are plainly
unlawful.?® In any event, Congress did not authorize the PTO to
supplement the Lanham Act’s express requirements for registration
with principles drawn from the common law, whether real or imagined.

Put simply, the plain text, purposes, and history of the Lanham
Act all suggest the same conclusion: Congress did not want the PTO to
consider compliance with other statutes when administering the
Lanham Act’s registration system. The lawful use requirement is,
ironically, unauthorized.

30. See infra Section I1.B.

31. Satinine Societa in Nome Collettivo di S.A. e M. Usellini v. P.A.B. Produits et Appareils
de Beaute (Satinine v. P.A.B.), 209 U.S.P.Q. (BL) 958, 964 n.2 (T.T.A.B. 1981). The case is
discussed infra Sections 1.B.2. and ITL.A.

32. See infra Section I1.A (discussing the statutory “use in commerce” requirement).

33. Coahoma Chem. Co. v. Smith, 113 U.S.P.Q. (BL) 413, 416 (Dec. Comm’r Pat. 1957). The
case is discussed infra in Parts 1.B.2. and I1.C.1.

34. See infra Section I1.C.1.

35. See infra notes 218-226 and accompanying text (providing examples).
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Second, the Article also explains why the lawful use requirement
is a counterproductive and costly addendum to federal trademark
policy.?¢ Perhaps most importantly, it shows that the requirement
undermines the two overarching purposes of the Lanham Act:
protecting consumers from deception and protecting firms from the
misappropriation of their brand names.3” By making it more difficult
for firms to protect their marks from infringement, the lawful use
requirement enables rivals to engage in predatory practices that not
only rob mark owners of the goodwill they have imbued in their marks,
but also deceive consumers. For example, because of the requirement,
nothing currently prevents a cannabis firm in one state from stealing
the brand name of an out-of-state rival and using that name to hawk
its own cannabis products. As a result, consumers may not realize that
the cannabis they see in stores in different states is not necessarily the
same, even if it bears an identical mark.

Even when registration is not refused or cancelled, the lawful
use requirement still imposes substantial costs on the trademark
system. For one thing, it forces trademark attorneys to address
complicated compliance questions (like those noted above) beyond their
expertise, all to convince the PTO that a mark owner did not violate a
statute the Agency is not authorized to enforce in the first place.38
Although the PTO has belatedly acknowledged some of the burden its
requirement inflicts on the trademark system, its attempts to lessen
that burden—namely, by grafting various exceptions to the
requirement3*—may have done more harm than good. The Article
highlights numerous inconsistencies in the PTO’s application of the
lawful use requirement, and it traces the arbitrariness to the Agency’s
failure to clearly define those exceptions.40

Beyond the costs it imposes on the trademark system, the lawful
use requirement also exacts a toll on the administration of
nontrademark laws.4! The PTO has taken upon itself to investigate,
adjudicate, and sanction—by refusing registration—violations of
statutes, even when the agencies responsible for enforcing those
statutes choose not to pursue the violations. By disregarding the choices
made by these other agencies, the PTO threatens to undermine the
goals of the statutes they (and not the PTO) have been trusted to
administer.

36. See infra Part I1I (arguing that trademark law should not require lawful use).
37. See infra Section III.A-B.

38. See infra Section III.C.

39. Those exceptions and their origins are discussed in Section 1.B.2, infra.

40. See infra Section II1.D.

41. See infra Section IIL.E.
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Highlighting the costs of the lawful use requirement helps to
explain why Congress would not have wanted the PTO to police
compliance with other statutes in the first instance. In other words, it
bolsters the claim that the requirement is unauthorized. But
highlighting these costs also explains why the PTO should eschew the
requirement now, even if the Agency remains convinced of its authority
to impose it. Simply put, the requirement is unwise.

The Article’s critique of the lawful use requirement comes at an
opportune time. The conventional wisdom of what is challengeable in
trademark law, and what is not, was, until recently, well settled. But in
the past few years, the Supreme Court has invalidated a handful of
long-standing federal trademark doctrines, including the Lanham Act’s
express prohibitions on registering disparaging, immoral, and
scandalous marks.42 These holdings suggest the Court may be receptive
to challenges to other long-standing registration doctrines as well.43

The Article also contributes to an emerging body of scholarship
analyzing the registration system and its broader role in federal
trademark policy. These are topics that, until recently, had been
neglected in the academy.** By elucidating how the PTO’s lawful use
requirement made its way into trademark infringement litigation, for
example, the Article advances our understanding of the relationship
between trademark registration and trademark protection.*?
Furthermore, by offering a new way to simplify registration
proceedings, the Article helps address the widely held concern that our
registration system, and the Agency that administers it, are
overwhelmed.46 While it is no panacea, eliminating the distraction that
is the lawful use requirement should help focus the PTO’s limited
resources on the core concerns of trademark law.47

42. Iancu v. Brunetti, 139 S. Ct. 2294, 2302 (2019) (holding that ban on registration of
immoral or scandalous marks violates the First Amendment); Matal v. Tam, 137 S. Ct. 1744, 1765
(2017) (reaching same conclusion for ban on disparaging marks).

43. To be clear, the Article argues that the lawful use requirement is unauthorized and
unwise, and not that it is unconstitutional, as some have claimed. See, e.g., Robert L. Greenberg,
Cannabis Trademarks and the First Amendment, 52 TEX. TECH L. REV. 525, 557 (2020) (suggesting
refusal to register trademarks used on cannabis products “is a violation of the First Amendment”).

44. See Tushnet, supra note 1, at 870 (“Foundational critiques of modern trademark law tend
not to address the role of registration.”); id. at 871 (noting that “[r]egistration offers some of the
most challenging puzzles in trademark”).

45. For example, previous scholarship on lawful use has lumped together the lawful use
requirement for registration and the unlawful use defense to trademark infringement, neglecting
the separate statutory basis for each doctrine and the sequencing of their development. See, e.g.,
Astrachan, supra note 26; Cooper, supra note 26.

46. See infra notes 325—-326 and accompanying text.

47. Cf. Tushnet, supra note 1, at 886 (suggesting that the registration system devotes too
much attention to matters that “don’t go to core trademark policy”).
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Beyond trademark law, the Article paints a cautionary tale
about administrative agencies and the evolution of their missions.*®
Delving into the previously uncharted early history of the PTO’s lawful
use requirement, the Article shows that the Agency did not always
demand compliance with other laws for registration.4® Indeed,
immediately after passage of the Lanham Act, the PTO required
compliance with just two specific federal statutes, each limiting the
brand names firms could use on meat and alcohol products. Given that
those limitations were nearly identical to ones imposed by the Lanham
Act, the lawful use requirement may have been originally conceived as
a way for the PTO to coordinate “shared regulatory space” with other
federal agencies enforcing identical statutory requirements.’® Over
time, however, the PTO lost sight of that function, as it began to
demand compliance with an ever-expanding array of statutes unrelated
to the Lanham Act or the concerns of trademark law. The Article also
identifies factors, such as the lack of judicial review of key Agency
decisions, that enabled the PTO to enlarge its mission, and to lose sight
of the statute it was supposed to administer.

The Article proceeds as follows: Part II provides background on
the origin and evolution of the lawful use requirement, including
previously overlooked details concerning the original version of the
requirement and the lack of judicial review of Agency lawful use
decisions over the years. Part II also catalogs each of the arguments the
PTO has made to justify the lawful use requirement. Parts III-IV then
scrutinize these arguments to demonstrate why they cannot sustain the
lawful use requirement, either as an interpretation of the Lanham Act
as written, or as a desirable addition to federal trademark policy. Part
V concludes and briefly outlines how the PTO and the courts could
eliminate the lawful use requirement and thereby refocus the Agency’s
attention on the Lanham Act, the lone statute the Agency should worry
about when administering federal trademark law.

48. For a sampling of scholarship examining the evolution of agency missions and
jurisdiction, see, for example, Jody Freeman & David B. Spence, Old Statutes, New Problems, 163
U. PA. L. REV. 1 (2014); Kevin M. Stack, The Statutory President, 90 IOWA L. REV. 539 (2005); Cass
R. Sunstein, Is Tobacco a Drug? Administrative Agencies As Common Law Courts, 47 DUKE L.J.
1013 (1998); Philip J. Weiser, Federal Common Law, Cooperative Federalism, and the Enforcement
of the Telecom Act, 76 N.Y.U. L. REV. 1692 (2001); and JAMES Q. WILSON, BUREAUCRACY: WHAT
GOVERNMENT AGENCIES DO AND WHY THEY Do IT (1989).

49. See infra Section 1.B.1.a.

50. See infra note 76 and accompanying text.
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I. ORIGINS AND EVOLUTION OF THE LAWFUL USE REQUIREMENT

This Part provides the most exhaustive examination to date of
the origins and evolution of the lawful use requirement, including
previously overlooked details about the earliest version of the
requirement. This history lays the foundation for the claims developed
below that the lawful use requirement is neither a reasonable
interpretation of Lanham Act Congress passed, nor a sound addition to
federal trademark policy.

Section A begins with a brief review of the federal trademark
registration system and the requirements set forth by the Lanham Act
for registering a mark with the PTO. It notes that while the statute does
require use of a mark in commerce to seek registration, the Lanham Act
does not expressly require that such use be lawful, in the sense of in
compliance with other statutes.

Section B then explains how the PTO introduced the lawful use
requirement into the registration system, first through the
promulgation of rules, and then through decisions issued by the TTAB
in registration proceedings. In discussing the Agency’s decisions,
Section B identifies and catalogs each of the rationales the PTO has
given for interpreting “use in commerce” as “lawful use in commerce.”
Section B also discusses how the Agency has grafted various limitations
onto the requirement, in response to its own (belated) misgivings about
the requirement.

Finally, Section C highlights the subdued role the courts have
played in the development of the lawful use requirement. It notes that,
notwithstanding the theoretical availability of judicial review of PTO
lawful use decisions, that option has seldom been exercised. In fact,
courts have never had to gauge whether the PTO has the authority to
impose the lawful use requirement for registration. Section C also
1lluminates for the first time the relationship between the PTO’s lawful
use requirement and the unlawful use defense that some courts have
recently adopted in trademark infringement proceedings. It suggests
that these courts have reflexively extended the reach of the PTO’s
lawful use requirement, without bothering to closely scrutinize the
statutory basis for the requirement or the possible rationales behind it.
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A. The Lanham Act’s Requirements for Registration

Congress passed the Lanham Act in 1946 to replace and update
a patchwork of trademark laws enacted between 1881 and 1925.5! The
Lanham Act now serves as the “foundation of current federal trademark
law.”52 It creates a comprehensive and elaborate scheme for federal
trademark protection, including the registration of marks.

Registration is not mandatory, but the Lanham Act “confers
significant, substantive advantages on the registered mark,”?3
especially those marks included on the principal register. Among other
things, inclusion on that register constitutes “prima facie evidence of
the validity of the registered mark and of the registration of the mark,
of the owner’s ownership of the mark, and of the owner’s exclusive right
to use the registered mark in commerce” nationwide;?* it serves as
“constructive notice of the registrant’s claim of ownership” of the
mark;5 it makes the mark “incontestable” following five years of
continuous use post registration;?® and it enables the mark owner to
recover additional damages and attorneys’ fees for infringement.57

The Lanham Act also specifies the requirements applicants
must satisfy to register their marks on the principal register.’® In
particular, section 1 of the Act stipulates that applicants seeking
registration of a mark need only provide:

e ‘“specimens or facsimiles of the mark,” as well as a “drawing of
the mark”
e “gpecification of the applicant’s domicile and citizenship”

51. Lanham Act, ch. 540, 60 Stat. 427 (1946) (codified as amended at 15 U.S.C. §§ 1051—
1141n). Statutes passed in 1867, 1870, 1881, 1905, 1920, and 1925 established a system for
registration of trademarks with the Patent Office (as it was then known), and these statutes
provided some limited protections for marks. However, dissatisfaction with these earlier
trademark laws prompted Congress to overhaul the federal trademark system in 1946. See Ethan
Horwitz & Benjamin Levi, Fifty Years of the Lanham Act: A Retrospective of Section 43(a), 7
FORDHAM INTELL. PROP. MEDIA & ENT. L.J. 59 (1996) (discussing history of Lanham Act and
preceding federal trademark laws).

52. Matal v. Tam, 137 S. Ct. 1744, 1752 (2017).

53. Beebe, supra note 18, at 753; see also J. THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS
AND UNFATIR COMPETITION § 19:90 (5th ed. 2021) (listing seven procedural and legal advantages to
registration).

54. 15U.S.C. § 1057(b).

55. Id.§ 1072.

56. Id. § 1065 (also noting exceptions).

57. Id. §1117.

58. See Barton Beebe & Jeanne C. Fromer, Are We Running Out of Trademarks? An
Empirical Study of Trademark Depletion and Congestion, 131 HARV. L. REV. 945, 955 (2018)
(summarizing requirements). The Lanham Act also expressly enumerates the permissible grounds
for refusing registration of a mark that otherwise meets the requirements for registration. Those
grounds for refusal are discussed in detail infra Section II.B.
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e a description of “the goods in connection with which the mark is
used”
e a verified statement that the applicant is “the owner of the
mark”
e a verified statement that “no other person has the right to use
such mark in commerce either in the identical form thereof or in
such near resemblance thereto as to be likely, when used on or
in connection with the goods of such other person, to cause
confusion, or to cause mistake, or to deceive,” and
e a declaration that the mark “is in use in commerce,” as well as
specification of the “date of the applicant’s first use of the mark
in commerce”>?
This list of the requirements for registration has remained largely
unchanged since the Lanham Act was adopted in 1946.60

Only the last of these requirements—that the mark is “in use in
commerce’—is relevant for present purposes. Section 45 of the Lanham
Act expressly defines the meaning of this phrase. It declares that a
mark i1s “in use in commerce’” when it “is placed in any manner
on...goods or their containers” and those goods are then “sold or
transported in commerce.”®! Importantly, section 45 also clarifies that
the term “commerce” encompasses “all commerce which may lawfully
be regulated by Congress.”®? As discussed more below, Congress
included this language to ensure the Lanham Act fell within the
authority conferred by the Commerce Clause.®3

Thus, according to the plain text of the Lanham Act, “use in
commerce” simply means the sale or transportation of a good bearing
one’s mark, as long as the sale or transportation meets the
constitutional definition of “Commerce with foreign Nations, [or] among
the several States, [or] with the Indian Tribes.”%4 Notably absent from
the text of the Lanham Act is the suggestion that the sale or

59. 15 U.S.C. § 1051(a)-(d).

60. In 1988, Congress amended the statute to allow registration based on a “bona fide
intention . ..to use a trademark in commerce,” rather than just actual use in commerce.
Trademark Law Revision Act of 1988, Pub. L. No. 100-667, sec. 103, § 1(1)(b), 102 Stat. 3935, 3935
(codified as amended at 15 U.S.C. § 1051(b)). Accordingly, Congress also amended the definition
of “use in commerce” to include “the bona fide use of a mark in the ordinary course of trade, and
not made merely to reserve a right in a mark.” Id. § 134(8) (codified as amended at 15 U.S.C.
§ 1127) (emphasis added). According to the PTO, these changes were made primarily “to eliminate
the practice of ‘token use,” or use made solely to reserve rights in a mark.” U.S. PAT. & TRADEMARK
OFF., TRADEMARK MANUAL OF EXAMINING PROCEDURE § 901.02 (Oct. 2018) [hereinafter TMEP]
(discussing statutory amendment and its legislative history).

61. 15U.S.C.§ 1127.

62. Id.

63. See infra notes 173—-176 and accompanying text.

64. U.S. CONST. art. I, § 8, cl. 3.
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transportation of goods must comport with other laws. In other words,
the statute does not literally refer to “lawful use in commerce,” or
alternatively, “use in lawful commerce.” Nonetheless, as discussed next,
the PTO has imposed just such a condition on registration.

B. The PTO’s Lawful Use Requirement

The PTO plays a limited but important role in federal trademark
law. Most importantly, for our purposes, the Agency administers the
Lanham Act’s invaluable registration system.® The Agency’s
trademark examiners review registration applications to determine
whether applicants have satisfied the requirements specified by section
1 (detailed above), and whether their marks run afoul of any of the
prohibitions specified by section 2 (discussed below). If the examiner
approves the application, the PTO will publish the mark in the Agency’s
Official Gazette, giving other parties notice of the mark’s pending
registration. If the examiner instead refuses registration, a decision
called an “Office Action,” the applicant may appeal to the TTAB, which
1s an administrative tribunal comprised of senior PTO officials and a
pool of administrative trademark judges.® In addition to hearing these
appeals from ex parte Office Actions, the TTAB also presides over inter
partes registration disputes, including opposition proceedings, in which
a party challenges the pending registration of a mark, and cancellation
proceedings, in which a party asks the TTAB to cancel an existing
registration.®” The decisions of the TTAB in all of these matters are
subject to judicial review, as discussed below.

In these registration proceedings, and in rules promulgated to
govern them, the PTO has insisted that section 1’s “use in commerce”
requirement is satisfied only by the lawful use of a mark. In other
words, the Agency has refused or cancelled registration when the sale
of a good bearing the mark violates any federal (and possibly even state)
law. This condition on registration is commonly known as the “lawful
use requirement.”®8

65. For an overview of the PTO’s role in administering the trademark registration system,
see Melissa F. Wasserman, What Administrative Law Can Teach the Trademark System, 93 WASH.
U.L.REV. 1511, 1523-26 (2016).

66. The TTAB typically decides cases using a three-Member panel drawn from this pool. U.S.
PAT. & TRADEMARK OFF., TRADEMARK TRIAL AND APPEAL BOARD MANUAL OF PROCEDURE § 102.03
(June 2020) [hereinafter TBMP].

67. Id. §102.02.

68. It would be more accurate to call it the “use in lawful commerce requirement,” since
“lawful” modifies “commerce,” rather than “use.” But to avoid confusion, the Article will employ
the PTO’s preferred name.
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This Section discusses the origins and evolution of the PTO’s
lawful use requirement. It exhaustively catalogs the arguments the
PTO has made for conditioning registration on compliance with
nontrademark laws, as well as the concerns that have prompted the
Agency to impose some limits on this requirement.

1. PTO Rules

a. Forgotten Rule 100.141

The lawful use requirement first appeared in a formal rule
promulgated by the PTO in 1947, soon after Congress passed the
Lanham Act.®® Rule 100.141 was tucked in among a comprehensive set
of rules promulgated by the Agency to govern trademark proceedings.
In its entirety, Rule 100.141 stated:

100.141 Federal label approval required in certain cases. Whenever an application is filed
for the registration of a trade-mark which is either a part of or associated with a label for
a product which, under the provisions of an act of Congress, cannot be lawfully sold in the
commerce specified in the written applications without prior approval of the label by a
designated Government agency, a copy of such label and its certification must be made of
record in the application . . ..

Types of labels for which prior approval must be secured . . . :

Labels for meat products (Class 46) which are subject to Federal inspection, must be
approved by the Meat Inspection Division, Bureau of Animal Industry, Department of
Agriculture.

Labels for wines (Class 47) and for distilled alcoholic liquors (Class 49) must be approved
by the Federal Alcohol Administration. 70
Asis evident, Rule 100.141 was far narrower than the lawful use
requirement the PTO imposes today. It applied only to marks used on
the labels of three types of products: meat, wine, and distilled liquors.
Two statutes passed before the Lanham Act—the 1906 Meat Inspection
Act (“MIA”) and the 1935 Alcohol Administration Act (“AAA”)—
required labels for those products to be approved by the United States
Department of Agriculture (“USDA”) and the Federal Alcohol
Administration, respectively, before they could be sold.”* Rule 100.141
made compliance with the label approval requirements of those two
statutes—but no other laws—a condition for registration.
The limit imposed by Rule 100.141 was even more modest than
at first glance appears, because the labeling restrictions imposed by the

69. 12 Fed. Reg. 3958, 3962 (June 19, 1947) (originally codified at 37 C.F.R. § 100.141).
70. Id.

71. Meat Inspection Act of 1906, Pub. L. No. 59-382, 34 Stat. 669, 669; Alcohol Administration
Act of 1935, Pub. L. No. 74-401. § 5(e), 49 Stat. 977, 982-84.
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AAA and MIA were nearly identical to restrictions imposed by the
Lanham Act. The AAA, for example, barred using

a trade or brand name that is the name of any living individual of public prominence . . . if

the use of the such name .. .is likely falsely to lead the consumer to believe that the

product has been indorsed, made, or used by, or produced for, or under the supervision

of .. . such individual. 72
The AAA also barred use of “disparaging . . . false, misleading, obscene,
or indecent” brand names.” Similarly, the MIA stipulated that “no
meat . . . shall be sold or offered for sale . . . under any false or deceptive
name.”’™ Importantly, section 2 of the Lanham Act includes nearly
identical restrictions on marks that may be registered by the PTO.
Namely, it also bars registration of marks that are deceptive,
misleading, scandalous, or obscene, as well as marks that resemble the
names of famous persons.”™ In effect, then, Rule 100.141 may not have
added any new requirement at all for registration, even for purveyors
of meat, wine, or distilled spirits.

The narrowness of this original incarnation of the lawful use
requirement is enlightening. The leadership of the PTO circa 1947 was
no doubt intimately familiar with the Lanham Act. Had it believed
Congress wanted to make compliance with all laws a condition for
registration of a mark (as it now insists), the Agency could easily have
promulgated a rule to that effect. The fact that the PTO refrained from
doing so suggests the Agency doubted the Lanham Act demanded so
much of applicants.

There is no legislative history for Rule 100.141, so it remains a
bit of a puzzle why the Agency required compliance even with the two
specifically enumerated federal labeling statutes. However, Rule
100.141 may have been promulgated to coordinate the PTO’s “shared
regulatory space” with two other federal agencies (the USDA and the
Federal Alcohol Administration) that were tasked with administering
nearly identical restrictions on product names.”® Put another way, Rule
100.141 may have simply clarified that the PTO would defer to
determinations made by those other two agencies regarding whether,
for example, the brand name used by a party seeking registration was

72. §5(e)(b), 49 Stat. at 983-84.

73. § 5(e)(4), 49 Stat. at 983.

74. 34 Stat. at 676. To be sure, the MIA and AAA included a few additional requirements not
found in the Lanham Act, such as mandating that labels on wine and distilled liquors indicate
alcohol content. § 5(e)(2), 49 Stat. at 982.

75. 15 U.S.C. § 1052(a), (c); see infra Section II.B for a discussion of section 2.

76. See generally Jody Freeman & Jim Rossi, Agency Coordination in Shared Regulatory
Space, 125 HARV. L. REV. 1131, 1136 (2012) (exhaustively reviewing methods of interagency
coordination). The PTO’s choice to defer to determinations made by those other agencies would
constitute “discretionary consultation.” Id. at 1157.
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deceptive or misleading.”” Viewed this way, the Rule would prevent
federal agencies from reaching different conclusions about the propriety
of using a given brand name qua mark.

Unfortunately, the PTO (and commentators) have completely
forgotten Rule 100.141 and thus overlooked the lessons it holds for
debates over the lawful use requirement.”®

b. Rule 2.69

With only one minor revision (to add lard?), Rule 100.141 stayed
in effect until 1955, at which point the PTO replaced Rule 100.141 with
a much broader rule, renumbered as Rule 2.69. The new Rule provided:

When the sale or transportation of any product for which registration of a trademark is
sought 