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Consumers have long relied on brand recog-
nition to assess product safety. Likewise, busi-
nesses use their brands as tools to gain consumer
loyalty, building their reputations on the consis-
tent quality of their products and services. The
federal trademark system serves these purposes
on a national scale, allowing businesses to take
private action in policing their brands across
state lines, and to inform law enforcement au-
thorities of criminal counterfeiting activity.
Unfortunately, for many marijuana-related busi-
nesses (“MRBs”) offering products and services
that comply with state law but are illegal feder-
ally, such as those operating under the Arkan-
sas Medical Marijuana Amendment of 2016,'
federal trademark protection and enforcement
are unavailable. Federal trademark registration
under the U.S. Trademark Act is permitted only
in connection with goods and services that are
lawful under federal law.? As a consequence, the
landscape of state and federal laws pertaining to
marijuana-related trademarks is uniquely com-
plex.

To assess the applicable laws and regulations,
MRBs must consider, first, where they will do
business and second, what types of goods and
services they will offer, whether these include
marijuana-based products, hemp-based prod-
ucts, accessories intended primarily for use with
marijuana, or other goods or services that can be
offered apart from marijuana. In each configura-
tion, a different set of state and federal trade-
mark and health and safety rules may apply.
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Recent safety incidents demonstrate the vulner-
ability of the cannabis industry to false labels.

In states where MRBs operate legally, state
trademark laws make brand protection avail-
able—but only locally. With no federal protec-
tion, brand owners for marijuana-based prod-
ucts are unable to police their marks outside
their states of operation, resulting in counterfeit
and false labels that damage the reputations of
legitimate producers and leave consumers vul-
nerable to products bearing fake or deceptive
labels. Recent outbreaks of counterfeit and mis-
labeled goods show how producers of fake mar-
ijuana-related goods can take advantage both of
gaps in enforcement resources and of the inabil-
ity of consumers to seek out nationally-reputed
brands.’ In May 2018, a Memphis woman was
reported to have been sickened by a bottle of
cannabidiol (“CBD”) oil bearing a counterfeit
label,* prompting the legitimate brand to issue
guidelines for consumers to identify the real
product versus fakes.” The same month, the
Centers for Disease Control and Prevention
reported that 52 people in Utah were sickened
by synthetic products that were falsely labeled
as CBD.® In states with longer histories of le-
galized marijuana use such as California, where
marijuana accessory makers have gained some
name recognition, counterfeit accessories, often
of substandard quality, have begun to enter the
interstate market in significant quantities.”

A 2017 study published in the Journal of the
American Medical Association found that nearly



70% of all cannabidiol products sold online
are either over- or under-labeled; specifically,
the levels of tetrahydrocannabinol (“THC”)
content were under-reported on labels in 42

percent of the products studied, and were
over-reported in 26 percent of the products
studied.® In a previous study, the same au-
thors analyzed cannabinoid dose and label
accuracy in edible medical cannabis products
and found similarly concerning mislabeling
trends.’

For MRBs, the lack of federal trademark
protection can have a significant impact on
enforcement efforts. If civil trademark ac-
tions are unavailable, these MRBs must rely
on the limited resources of foreign-state and
federal law enforcement authorities to sua
sponte crack down on the illegal content of
the goods—which aid can be difficult to en-
gage for businesses operating in an industry
that is, in practice, relying on federal leniency.

Federal Trademarks Are Not Granted in
Relation to Goods or Services that Are
Illegal Under Federal Law, Regardless of
Legality Under State Law

For a trademark or service mark to be eli-
gible for federal registration under the U.S.
Trademark Act, the goods or services to
which the mark is applied in commerce must
comply with all applicable federal laws.'
The United States Patent and Trademark
Office (“USPTO”) explains in its Trade-
mark Manual of Examining Procedure (the
“TMEP”) that whether a product or service
is lawful under state law “is irrelevant to the
question of federal registration when it is un-
lawful under federal law.”'' The TMEP ex-
plicitly addresses goods and services involv-
ing marijuana:

[Rlegardless of state law, marijuana,
marijuana extracts, and the psychoac-
tive component THC [(the popular
term for tetrahydrocannabinol)] re-
main Schedule I controlled substanc-
es under federal law and are subject
to the [Controlled Substance Act]’s
prohibitions. These prohibitions ap-
ply with equal force to the distribu-
tion and dispensing of medical mari-
juana.'?

Citing a 2016 decision of the Trademark
Trial and Appeal Board, which is often quot-
ed for the admonition that for a mark to be
eligible for federal registration, “any goods
or services for which the mark is used must
not be illegal under federal law,”** the TMEP
instructs examiners to consider evidence ex-
trinsic to the application when considering
whether an application involves goods or
services that are unlawful under federal law.'

USPTO records show that examiners
have refused registration of certain marks
because the examiner’s research turned up
ties with marijuana.’”” However, limited ex-
amples show that a business that clearly of-
fers marijuana-based products may obtain a
federal registration for the same marks used
on other, lawful goods or services.'® In some
cases in which apparently marijuana-related
goods were inidally refused registration,
federal examiners have even offered to al-
low the applicants to exclude cannabis from
the applied-for goods and services in order
to achieve a registrable mark."” Given the
significant number of cannabis-related trade-
mark applications currently pending before
the USPTO, it appears to be common prac-
tice to take one’s chances that an examiner

“The uncertainties
surrounding
trademark protection
for marijuana-
related goods and
services are real”

will forgive any evidence that the applicant
deals in multiple goods and services (some
of which are federally illegal) under the same
mark.

The benefits of federal trademark protec-
tion may justify these hopeful applications.
In addition to enforcement advantages, the
federal system offers a tool for new businesses
that most states, including Arkansas, do not:
the “Intent-to-Use” trademark application.
A federal trademark application can be filed
on an intent-to-use basis, allowing the appli-
cant to assert early rights to a mark before
actual use in commerce has begun.'”® The
“Intent-to-Use” application must eventually
be supplemented with evidence of lawful use
in commerce within the allotted number of
six-month extension periods if it is to pro-
ceed to a registered trademark. It gives the
applicant an important marketing advantage
by awarding priority of rights in the trade-
mark as of the date the application was first
submitted. The applicant can begin to invest
in and develop marketing materials before
offering the goods or services in commerce,
with the knowledge that subsequent users of
the mark with similar goods or services likely
will not have superior rights in trademark.

If federal trademark protection is not
available to an applicant because the claimed
goods and services are unlawful under fed-
eral law, the state-level recourse is generally
only available in those states where the ap-
plicant has legitimate operations and where
the mark is already actively in use. Like many
states, Arkansas’ trademark registration is
available only to marks already in use in
commerce on the applied-for goods and ser-
vices.”” This shortcoming in state trademark
protection means that MRBs may be unable
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to invest in pre-launch marketing expendi-
tures to the same degree, or with the same
level of confidence in trademark ownership,
as is typical for other businesses. For many
MRBs in Arkansas, the core product is not
yet on the market. As a result, these MRBs
may have to begin developing marketing ma-
terials before any state or federal trademark
protection may be sought.

State Trademarks are Effective Within
State Borders Only

The Arkansas Medical Marijuana Amend-
ment of 2016 (the “AMMA”) has led Ar-
kansas entrepreneurs to launch businesses
related to marijuana in the state, and like
any new businesses, to begin considering
trademark protection right away. Without a
federal cause of action, state trademark law
and remedies apply, but only to cases of in-
state infringement. In Arkansas, the owner of
a state-registered trademark may seek from
a defendant: injunction, disgorgement of
profits, and in the case of willful or bad faith
infringement, treble damages and attorneys’
fees.?

Actions in out-of-state trademark infringe-
ment must be brought either under the feder-
al Lanham Act by plaintiffs whose trademark
rights are based on lawful use in commerce,
or under the foreign state’s trademark laws.
In cases of trademark infringement commit-
ted with knowledge of intent to cause confu-
sion, federal law makes available actual dam-
ages and lost profits, disgorgement of profits
from the infringement, and in the case of
willful counterfeiting, treble damages.?! But
until federal trademark protection is avail-
able, MRBs are constrained from taking ac-
tion against counterfeit activities occurring
in states where marijuana is not legalized, or
where there are no legitimate operations.

Under Recent Changes to Federal Law,
Certain Hemp Products May be Eligible
for Federal Trademark Protection

Recent law and policy changes could mean
a useful exception is now in place for certain
marks applied for in connection with CBD
derived from hemp. Amendments to the
Agricultural Marketing Act and the Con-
trolled Substances Act (the “CSA”) enacted
under the 2018 Farm Bill remove “hemp”
from the CSA’s definition of marijuana as a
controlled substance.” In response, on May
2, 2019, the U.S. Patent and Trademark Of-

fice issued new guidance for examination of
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trademark applications (herein, the “USP-
TO CBD Guide”), in a significant departure
from the agency’s previous stated policy.”
The USPTO CBD Guide makes it possible
for manufacturers of hemp-derived (i.e.,
those products containing less than 0.3% of
THC) CBD oil and other low-THC hemp
products that are legalized at the state level to
use the federal trademark system to establish
nationwide trademark rights and ward off
counterfeiters across state lines.*

The USPTO CBD Guide notes, how-
ever, that not all hemp-derived CBD and
low-THC products are lawful following the
2018 Farm Bill, as they could still be sub-
ject to lawful-use issues under the Federal
Food Drug and Cosmetic Act (“FDCA”).
The use in foods or dietary supplements of a
drug or substance undergoing clinical inves-
tigations without approval of the U.S. Food
and Drug Administration (FDA) violates the
FDCA.» As the new USPTO CBD Guide
states, “[t]he 2018 Farm Bill explicitly pre-
served FDA’s authority to regulate products
containing cannabis or cannabis-derived
compounds under the FDCA.”*® With this
caveat, the USPTO has reserved the right to
reject such goods and services for trademark
registration. Therefore, MRBs should avoid
making health- or dietary-related claims in
their identifications of goods and services
for federal applications in connection with
CBD products, or their applications could
be rejected under the USPTO CBD Guide,
and should expect the USPTO’s examiners
to review extrinsic evidence as to the appli-
cants use of the mark in connection with
such claims. MRB:s still may be best advised
to register simultaneously, or as soon as pos-
sible, at the state level for trademark protec-
tion, even for hemp-derived CBDs.

The 2018 Farm Bill amendments and
subsequent policy changes took effect on the
heels of CBD public safety incidents such
as those in Utah and Memphis, described
above, and subsequent attention from the
Centers for Disease Control (the “CDC”).
In its May 2018 report on the Utah in-
cident, the CDC called mislabeled CBD
products an “emerging health threat,” and
recommended that states consider regulating
the products to minimize the risk of future
similar incidents.”

In March 2019, Arkansas’ governor signed
Act 504, legalizing at the state level any
hemp-derived cannabidiol that contains not
more than 0.3% of THC, and which is not

subject to U.S. FDA oversight as a medica-
tion. While Act 504 created no new state
oversight regarding CBD labeling or adver-
tising, it did open the door to federal pro-
tection of legitimate CBD products against
counterfeiting. Arkansas producers of CBD
that are otherwise in compliance with Act
504 may now apply for federal trademark
protection, with a filing date as early as De-
cember 20, 2018, as long as the applied-for
goods and services indicate that the products
are hemp-derived and contain less than 0.3%
of THC.%® Applications for CBD products
filed prior to December 20, 2018, may be
amended to claim a filing date of December
20, 2018, in compliance with the USPTO
CBD Guide.

Arkansas Imposes Additional Labeling
Requirements on MRBs

Together with these state and federal
trademark considerations, Arkansas MRBs
must also consider labeling compliance as a
significant aspect of their marketing plans.
The Arkansas Department of Health has set
forth extensive labeling requirements in its
Rules and Regulations Governing Medical
Marijuana Registration, Testing, and Label-
ing in Arkansas, which took effect May 8,
2017, and with the rules and regulations
issued by the Alcoholic Beverage Control
Division of the Arkansas Department of Fi-
nance and Administration.?® Businesses must
also avoid labeling CBD-based products as
food, drink, or dietary supplements, or they
could run afoul of the FDCA.

Could Current Federal Trademark Reg-
istrations Act As Placeholders for Future
Civil Enforcement Against Counterfeit
Marijuana Goods and Services?

The uncertainties surrounding trademark
protection for marijuana-related goods and
services are real. However, the rush of trade-
mark applicants to register for federal protec-
tion of marijuana-related goods and services
hints that there is optimism among MRBs,
founded or not, that marijuana-based prod-
ucts and services might one day be legalized
at the federal level. If such a day were to
come, registrations associated with non-mar-
ijjuana goods and services might bar future
third-party applications for the same marks
on marijuana-based goods and services.’’
The likelihood of confusion with an already-
registered mark is grounds for refusal of a
trademark application, and may be found



where the registered and applied-for mark
are the same or similar and the goods and
services are related or could be expected to
be related in the eye of the target consumer.
According to the USPTO examining guide-
lines, “[t]he issue is not whether the goods
and/or services will be confused with each
other, but rather whether the public will be
confused as to their source.”? Thus, a fed-
eral trademark registration can effectively
bar third-party use of the mark not only in
connection with the goods or services stated
in the registration (for example, cigarette
vaporizers or desserts), but also in connec-
tion with any other goods or services that are
commonly available from the same source
as the stated goods or services (for example,
marijuana vape cartridges or marijuana con-
fections).

The current reality, nevertheless, is that
the resources available to producers of mar-
ijuana-based goods to enforce trademark
rights are severely hampered relative to those
available to producers of other consumer
goods. This situation promises to place a
disproportionate burden on federal and state
authorities to take on consumer protection
initiatives against fake and mislabeled mar-
ijuana-based products, unless and until the
industry is empowered to take federal civil
trademark actions to clean up the market
itself.
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