
























































committed fraud on the PTO by submitting a statement of use covering both of the
goods identified in the application (stents and catheters) when in fact the mark was
in use on only one of those goods (catheters). Id. at 1208. The Board rejected the
registrant’s claim that the error was inadvertent, concluding that fraud can occur
without subjective intent when an applicant should have known that a statement is
materially incorrect. Id. at 1209-10. The Board accepted as true registrant’s
explanation that it “apparently overlooked” goods included in the application on
which the mark was not in use, but nonetheless wrote: “The appropriate inquiry is
[]1 not into the registrant’s subjective intent, but rather into the objective
manifestations of that intent.” Id. at 1209.°

The need to determine subjective intent arises consistently in patent
determinations of inequitable conduct. This Court, ruling en banc in Kingsdown

Med. Consultants, Ltd. v. Hollister Inc., 863 F.2d 867, 876 (Fed. Cir. 1988), made

retterated that good faith, intent to deceive, scienter, and honest mistake are all
questions of fact, stating:

A summary judgment of fraud or inequitable conduct, reached while
denying to the person accused of the fraud or inequitable conduct the
opportunity to be heard on the issue, is a draconian result. Summary
judgment is a lethal weapon, and courts must be mindful of its aims
and targets and beware of overkill in its use.

Id. at 1573-74 (citation omitted).

® One of the cases quoted by the Board is Imperial Tobacco Ltd. v. Philip Morris,
Inec., 899 F.2d 1575, 1581 (Fed. Cir. 1990). The main point of the discussion from
which the quotation is taken, however, is that the type of intent alleged by the
registrant — the intent not to abandon its mark — did not satisfy the statutory
requirement to prove an infent to resume use of that mark.



clear that parties must meet a high bar in proving deceptive intent and that it may
not be inferred from gross negligence by itself. Where an inference is to be made,
“the involved conduct, viewed in light of all the evidence, including evidence
indicative of good faith, must indicate sufficient culpability to require a finding of
intent to deceive.” Id. Recently this Court said that such evidence “must still be
clear and convincing, and inferences drawn from lesser evidence cannot satisfy the
deceptive intent requirement.” Star Scientific, Inc. v. R.J. Reynolds Tobacco Co.,
537 F.3d 1357, 1366 (Fed. Cir. 2008). Judge Rader recently observed that the
“atomic bomb” of unenforceability should be reserved to only the most extreme
cases of fraud and deception. Aventis Pharma S.A. v. Amphastar Pharms., Inc.,
525 F.3d 1334, 1349 (Fed. Cir. 2008) (Rader, J., dissenting). The Kingsdown rule,
which made clear that fraud does not result from every mistake, blunder, or fault,
should apply here as well.

There is no rule in trademark prosecution parallel to the 37 CF.R. § 1.56
fiduciary-like duty of candor and good faith in patent prosecution proceedings. See
Linda K. McLeod, Knew or Should Have Known, Reckless Disregard for the
Truth, and Fraud Before the Trademark Office, 34 AIPLA Q.J. 287, 290-91 (2006)
(*McLeod”); see also Morehouse Manufacturing Corp. v. J. Strickland & Co., 407
F.2d 881, 888 (CCPA 1969); 6 MCCARTHY §§ 31:62-65. Nonetheless, Kingsdown

and other inequitable conduct cases from this Court are instructive for the need to
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recognize appropriate limits on inferences of intent. See McLeod at 292-96. The
application of the “knows or should know” standard must be reserved for the most
extreme cases of fraud where deceptive intent can be inferred from flagrant
conduct demonstrating the appropriate level of culpability.

The Medinol “knows or should know” standard is far too loose to capture
only mental states characterized by recklessness or deceptive intent.” Instead, this
standard as applied by the Board has cast a wide net that includes negligence and,
by eschewing the requirement of bad faith entirely, has produced essentially a strict
liability regime.'?

1. The Medinol Rule Reaches the Same Result for Vastly
Different Degrees of Culpability

Consider two applicants, each of whom signs a statement of use drafted by
outside counsel covering a lengthy list of goods. Applicant A carefully reviews the
statement and confirms use of the mark, but inadvertently overlooks one of the

recited goods. Applicant B makes no attempt to investigate use of the mark and in

? The case the Board frequently cites in support of the “knows or should know”

standard involved an admittedly knowing inclusion of services never provided by
the registrant in both an application and Section 8 and 15 affidavits. General Car
& Truck Leasing Sys. Inc. v. General Rent-A-Car Inc., 17 USPQ2d 1398, 1401
(S.D. Fla. 1990).

' The authors have found only one opinion post-Medinol in which the Board
rejected a fraud claim despite finding that an identification included goods or
services in association with which the mark was not in use. See Krause Publ’ns,
Inc. v. Krause, 2007 W1, 549242, Opposition No. 91/160,072 (TTAB Feb. 15,
2007) (nonprecedential), aff 'd, No. 2007-1364 (Fed. Cir. Dec. 7, 2007).
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fact was not using the mark on most of the goods. Under the Medinol analysis,
both applicants will be found to have committed fraud, and both registrations will
be canceled in their entireties.

Compare Applicant A with the Hualapai in this case. When the Hualapai
Tribe originally filed its application, it identified its services as “airport services;
air transportation services; arranging for recreational activities and tours and
providing related transportation,” a completely truthful description of its services
(albeit one the examining attorney found indefinite). In response to the
indefiniteness objecﬁon, the Hualapai and examining attorney agreed to an
examiner’s amendment changing the identification to “airport services; air
transportation services; arranging for recreational travel tours and providing related
transportation of passengers by air, boat, raft, rail, tram, bus, motorized on-road
and off-road vehicles, non-motorized vehicles featuring bicycles, and domestic
animals.” Although the Hualapai Tribe did in fact use the mark for all of the
seemingly highly related services and modes of transportation identified in the
amendment except those italicized above (the “disputed services”) — and submitted
evidence that it had even offered horseback rides, bicycles, and tractor-based tram
rides prior to filing its application — the Board found the inclusion of the italicized

language fraudulent.
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In the position of Applicant B, consider Standard Knitting."' The Board
cancelled three of a clothing manufacturer’s registrations on the basis of fraud.
The Board found that many items of clothing recited in the registrations were not
offered for sale in the United States when the applications were signed, and some
never had been. The Board found registrant’s inquiry into whether the goods were
in use “grossly insufficient,” and rejected its claim that the mistake was
“innocent.” 77 USPQ2d at 1927. See also First Int’l Servs. Corp. v. Chuckles
Inc., 5 USPQ2d 1628, 1636 (TTAB 1988) (sustaining opposition where applicant
admitted he did not look at the language in the application, and finding “the same
type of cavalier attitude toward statements in affidavits that the Court of Customs
and Patent Appeals has said should be deterred through sanctions™) (citing Duffy-
Mott Co. v. Cumberland Packing Co., 424 F.2d 1095 (CCPA 1970)); Western
Farmers Ass’n v. Loblaw Inc., 180 USPQ 345, 347 (TTAB 1973) (finding fraud
where applicant included goods on which mark had never been used both in
application and in Section 8 affidavit filed five years later).

“Grossly insufficient” investigations of use under some circumstances may
rise to the level of recklessness, but honest mistakes, inadvertence and the like
cannot. A standard that puts Applicants A and B in the same position is not

grounded in common-law fraud or common-sense proportionality.

""" Also consider J.E. M., in which the mark was not in use on more than 100 of 150
recited goods, including the first nine listed.
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2. Torres Involved Knowing Falsehood

The Board frequently cites this Court’s Torres decision in support of the
“knows or should know” standard it has applied in the Medinol line of cases. See,
e.g., Medinol, 67 USPQ2d at 1209. The language of Torres, however, has been
stretched to cover fact patterns involving far lower levels of culpability.

In Torres, the Court explained the fraud standard as follows:

Fraud in procuring a trademark registration or renewal occurs when an

applicant knowingly makes false, material representations of fact in

connection with his application. . . . “[TThe obligation which the

Lanham Act imposes on an applicant is that he will not make

knowingly inaccurate or kmowingly misleading statements in the
verified declaration forming a part of the application for registration.”

808 F.2d at 48 (quoting Bart Schwartz, 289 F.2d at 669) (emphasis in original).

The mark at issue in Torres appeared as follows:

LAS TORRES

Registrant Miguel Torres admitted that five years before filing a renewal
application, he changed the mark from LAS TORRES to TORRES. Id He also
altered the three-tower design, which apparently moved from appearing above to
below the word “Torres.” Id. at 47. Nonetheless, he submitted a specimen label
on which the LAS TORRES mark as registered was displayed, although it was not
then in use. /d. at 47-49. The Court’s opinion does not reveal whether Torres was

aware when he filed the renewal application that the specimen label he submitted
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was not then in use. The opinion does state that Torres knew the mark was in use
only on wine, although he submitted an affidavit falsely stating that the mark was
in use on wine, vermouth, and champagne. Id. at 49.

The Court stated: “The problem of fraud arises because Torres submitted a
label that he knew or should have known was not in use that contained a mark
clearly different from the one in use.” Id. The Court continued:

If a registrant files a verified renewal application stating that his

registered mark is currently in use in interstate commerce and that the

label attached to the application shows the mark as currently used

when, in fact, he knows or should know that he is not using the mark

as registered and that the label attached to the registration is not
currently in use, he has knowingly attempted to mislead the PTO.

Id. (emphasis added).

Thus, the Torres case involved at least one knowing falsehood in the
renewal application statement of goods (i.e., the opinion states that the registrant
knew the mark was not in use on all the goods listed in the application), as well as
the false submission of a label that was not in use. Under these circumstances and
all of the evidence in Torres, it very well may have been proper to infer that the
registrant intended to deceive the PTO. To the extent, however, any of the “should
know” language in Torres has been relied on as lowering the scienter requirement
for fraud below “the intent to deceive or, at least, a state of mind so reckless as to
the consequences that it is held to be the equivalent of intent,” Unitherm Food Sys.,

375 F.3d at 1358, this Court should disavow it.
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C. Not All Errors Are “So Reckless” as to Equal Scienter

If the Court concludes that recklessness satisfies the intent element of fraud
in the identification of services context, it is important to consider precisely what
mental state must be proved. The Supreme Court has stated: “The civil law
generally calls a person reckless who acts . . . in the face of an unjustifiably high
risk of harm that is either known or so obvious that it should be known.” Farmer
v. Brennan, 511 U.S. 825, 836 (1994); accord Safeco Ins. Co. of America v. Burr,
127 S. Ct. 2201, 2215 (2007) (“While ‘the term recklessness is not self-defining,’
the common law has generally understood it in the sphere of civil liability as
conduct violating an objective standard: action entailing ‘an unjustifiably high risk
of harm that is either known or so obvious that it should be known.””) (quoting
Farmer, 511 U.S. at 836)."

The Board itself has long recognized that not all false statements equate to
fraud:

Fraud implies some intentional deceitful practice or act designed to
obtain something to which the person practicing such deceit would not
otherwise be entitled. Specifically, it involves a willful withholding
from the Patent and Trademark Office by an applicant or registrant of
material information or facts which, if disclosed to the Office, would
have resulted in the disallowance of the registration sought or to be
maintained. Intent to deceive must be “willful”. If it can be shown
that the statement was a “false misrepresentation” occasioned by an
“honest” misunderstanding, inadvertence, negligent omission or the

12 Cited in In re Seagate Tech., LLC, 497 F.3d 1360 (Fed. Cir. 2007) (en banc),
cert. denied, 128 S. Ct. 1445 (2008).
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like rather than one made with a willful intent to deceive, fraud will
not be found. Fraud, moreover, will not lie if it can be proven that the
statement, though false, was made with a reasonable and honest belief
that it was true or that the false statement is not material to the
issuance or maintenance of the registration.

Smith Int’l, Inc. v. Olin Corp., 209 USPQ 1033, 1043-44 (TTAB 1981) (citations
omitted); see also Knorr-Nahrmittel Aktiengesellschaft v. Haviand Int’l, Inc., 206
USPQ 827, 834 (TTAB 1980); Rogers Corp. v. Fields Plastics & Chems., Inc., 176
USPQ 280, 283 (TTAB 1972) (“|T}here is a material legal distinction between a
‘false’ representation and a ‘fraudulent’ one, the latter involving, as indicated
above, an intent to deceive, whereas the former may be occasioned merely by a
misunderstanding, an inadvertence, a mere negligent omission, or the like.”), aff d,
496 F.2d 880 (CCPA 1974); 6 MCCARTHY § 31:66, at 31-147-49.

The Board seems to have lost sight of this critical distinction. In light of the
high evidentiary standards that must be applied to establish fraud, the Board’s
finding in this case that the Hualapai Tribe committed fraud cannot stand. As
explained above, there is no dispute that the identification of services originally
submitted by the Hualapai was accurate, and thus the Hualapai obviously did not
start this process with some nefarious scheme to defraud the PTO. Furthermore,
even the Board recognized that the Hualapai have been using the mark in question
for tourism services for nearly 20 years, and that the mark has developed

significant secondary meaning. 88 USPQ2d at 1507.  Although these
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circumstances of course should not insulate an applicant from fraudulent acts
committed later during the examination process, such circumstances should be
considered highly relevant in determining the applicant’s intent,

In addition, the Hualapai submitted evidence (albeit disputed) that they
actually provided travel services by horseback, bicycle, and tractor-based tram
prior to filing their application; may have been offering bicycles and bike trails for
visitor use at the time they filed the application; and had been negotiating to offer
rail service. The Board apparently never considered this evidence when ruling on
the Opposer’s motion for partial summary judgment based on non-use of the mark
in connection with transportation of passengers by rail, tram, bicycle, and
domesticated animals. Instead, the Board concluded that by moving to amend its
application to delete the disputed services, the Hualapai “essentially agreed to
accept judgment with respect to those services” — even though they never conceded
non-use. Board Order of March 17, 2006, at 7. Thus, the Board entered judgment
against the Hualapai Tribe on the ground that it did not make use of its mark in
connection with the challenged services. Id. at 8. After Opposer amended its
notice of opposition to allege fraud (at the specific suggestion of the Board, id. at 7
n.5), the Board found in its final ruling that:

At this stage of this case we are bound by our earlier determination

that, at the time applicant filed this application, applicant was not

using the mark in commerce in connection with “providing
transportation of passengers related to recreational travel tours by
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means of rail, tram, non-motorized vehicles featuring bicycles, and
domestic animals” even though applicant claimed such use.

88 USPQ2d at 1508.

Thus, the Board appeared to bootstrap the Hualapai Tribe’s motion to amend
its application into a concession of non-use and then a finding of fraud, with no
real inquiry into whether the mark was actually being used in connection with the
challenged services, or whether the Hualapai had a good-faith basis for believing
that it was. Cf. Muaids to Order of Ohio Inc. v. Maid-to-Order, Inc., 78 USPQ2d
1899, 1907 (TTAB 2006) (finding applicant’s good-faith belief that it was using its
mark in interstate commerce sufficient to negate an inference of fraud, whether or
not that belief was mistaken); Mefro Traffic Control, 104 F.3d at 340-41;
Woodstock’s Enters. Inc. (California) v. Woodstock’s Enters. Inc. (Oregon), 43
USPQ2d 1440, 1444 (TTAB 1997), aff’d, 152 F.3d 942 (Fed. Cir. 1998); Pennwalt
Corp. v. Sentry Chem. Co., 219 USPQ 542, 550 (TTAB 1983); Krause Publ’ns,
Inc. v. Krause, 2007 W1, 549242, Opposition No. 91/160,072, at 35-36 (TTAB
Feb. 15, 2007) (nonprecedential), aff’d, No. 2007-1364 (Fed. Cir. Dec. 7, 2007).

There is simply no evidence suggesting (let alone establishing by clear and
convincing cvidence) that the Hualapai Tribe had any desire or motive to deceive
the PTO at any point in time, or that it was improperly trying to expand the scope
of its trademark rights by amending the application to include the few additional

modes of transportation in question in this case. To the contrary, the evidence
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strongly suggests that the Hualapai committed an honest (or at most, careless) error
having a negligible effect on the overall scope of the application. Cf Rogers
Corp., 176 USPQ at 283 (“A recitation of potential but not actual uses of the
[recited goods] may embrace the concept of a ‘false statement’ but it certainly does
not constitute a ‘fraudulent statement.’”).
II1. The Board’s Test for Materiality Is Improper

Fraud requires a false representation regarding a material fact. In this case,
as with others in the Medinol line, the Board gave the materiality requirement short
shrift.

A.  The Board’s Reasoning on Materiality Is Circular

The word “material” does not even appear in the Board’s opinion in this
case, although the Boérd states that the identification of services is a “critical
element of the application.” 88 USPQ2d at 1509. In other cases in the Medinol
line, the Board has taken the position that “[s]tatements regarding the use of the
mark on goods and services are certainly material to issuance of a registration
covering such goods and services.” See, e.g., Hachette Filipacchi Presse, 85
USPQ2d at 1093. Under this reasoning, any inclusion of a service not in use — no
matter how minor or insignificant to the registration’s overall scope of coverage —

is automatically deemed material.
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The element of materiality bears much closer scrutiny than the Board has
provided in these cases. A rational approach would require specific evidence and
analysis, not assumptions, regarding whether the erroneous inclusion of goods or
services is material in any meaningful sense to the specific trademark registration

at issue.

B. Errors in Statements of Use May Be Immaterial when a
Registration Properly Covers Highly Related Services

The ultimate purpose of the trademark register of the PTO is to provide the
public notice of marks that are in use in the United States. See In re Int’l Flavors
& Fragrances, Inc., 183 F.3d 1361, 1367-68 (Fed. Cir. 1999) (“By providing
notice to potential users of the same or a confusingly similar mark, federal
registration promotes the purposes of trademark law.”); Bongrain Int’l (American)
Corp. v. Delice de France, Inc., 811 F.2d 1479, 1485 (Fed. Cir. 1987) (“One of the
policies sought to be implemented by the [Lanham] Act was to encourage the
presence on the register of trademarks of as many as possible of the marks in actual
use so that they are available for search purposes.”). Members of the public rely
on the register in various ways, such as when deciding whether use of a new mark
will conflict with the prior rights of another. Thus, it is at least as important to
consider the effect of an overbroad identification of services on the public as any
effect on the PTO, the only measure considered by the Board in the Medinol line of

cases.
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In this case, it is undisputed that Hualapai Tribe uses the GRAND
CANYON WEST mark for the following services identified in the application:
“airport services; air transportation services; arranging for recreational travel tours
and providing related transportation of passengers by air, boat, raft, bus, and
motorized on-road and off-road vehicles.” It also included rail, fram, non-
motorized vehicles featuring bicycles, and domestic animals in the list of the
modes of transportation it provides to passengers, which the Board held to be false.
In view of the high degree of overlap, similarity, and relatedness among these
services and modes of transportation, inclusion of the disputed services in the
Hualapai’s amended application would not appear to be material in any meaningful
sense.” Given that the Ilualapai unquestionably use the GRAND CANYON
WEST mark for tour and passenger travel services by several means of land, air,
and water transportation, it is difficult to see how including those same services by
means of rail, tram, bicycle, and horseback significantly expanded the scope of the
rights claimed in the application, or how the public suffered any real harm by their
inclusion.

The Board wrote: “The clear message of the cases involving false claims of

use of the mark on goods or services, wherever they may appear, is that these

B Merriam-Webster defines “material” as “having real importance or great

consequences.” MERRIAM-WEBSTER ONLINE DICTIONARY (available at
http://www, merriam-webster.com/dictionary/material) .
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statements are essential to the integrity of the application and registration process.”
88 USPQ2d at 1509. Yet the Board’s position that any overinclusion of goods or
services in a use statement is inherently material is unjustified. In view of the
public notice function of the trademark register, AIPLA suggests that materiality
instead should be judged based on how related the non-used services are to other
services properly included in the registration, and whether the inclusion of those
non-used services had any significant impact on the public.'*
IV. Injury Cannot Be Presumed from Erroneous Inclusion of Goods

The fifth and final element of fraud is “injury to the party deceived as a
result of his reliance on the misrepresentation.” Unitherm Food Sys., 375 F.3d at
1358. “In equity, as at law, fraud and injury must concur to furnish ground for
judicial action; a mere fraudulent intent, unaccompanied by any injurious act, is
not the subject of judicial cognizance.” Clarke v. White, 37 U.S. 178, 196 (1838).
The element of injury — which is closely related to materiality — has essentially
been ignored by the Board in the Medinol line.

It is true as an abstract matter that fraud weakens and injures the patent and
trademark system. Cf. Norton, 433 F.2d at 796 (“Where fraud is committed, injury

to the public through a weakening of the Patent System is manifest.”). However,

' At the very least, an erroneous inclusion of closely related goods or services that
gain the applicant few or no additional rights should be probative on whether the
applicant intended to deceive the PTO.
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because the Board has not articulated its reasoning on this element post-Medinol,
one can only speculate as to any perceived injury the PTO has suffered in cases
involving an overly inclusive recitation of services. As discussed above, however,
the public may not suffer any real injury when a registration properly covering
various services inadvertently includes another highly related service on which the
registrant was not using the mark at the time. Like materiality, the focus of the
injury element should be the effect on the public, whose interests the PTO’s
register is intended to serve.

CONCLUSION

The Board found that the Hualapai Tribe committed fraud by amending its
application to specify four means of transportation closely related to the several it
already offered, three of which there was evidence that it had previously provided.
Conspicuously absent in the Board’s decision are any findings that the Hualapai
acted with an intent to deceive (or so recklessly as to be equivalent to an intent to
deceive), that the types of transportation or services at issue are so different or
unrelated to the other services in the Hualapai’s application that including them
expanded the scope of the application in any material way, or that such inclusion
injured anyone. The Board’s findings as articulated in the opinion are inadequate
to establish fraud, and the case should be remanded to the Board to reconsider the

fraud issue under the proper standards determined by this Court.
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ADDENDUM

TRADEMARKS AND UNFATR COMPETITION
Trademark — Prosecution

RESOLVED, that the American Intellectual Property Law Association {(AIPLA)
believes, in principle, that misstatements in the identification of goods and/or
services in filings before the U.S. Patent and Trademark Office occasioned by an
honest mistake, carelessness, inadvertence, oversight, language difficulties,
misunderstanding of the law, or the like, and not made with an intent to deceive,
should not constitute fraud.

of Directors” Meeting — May 9, 2007)

Trademark — Prosecution

RESOLVED, that the American Intellectual property Law Association (AIPLA)

favors, in principle, that a trademark application or registration that contains a

misstatement in the identification of goeds and/or services occasioned by an honest

mistake, carclessness, inadvertence, oversight, language difficulties,

misunderstanding of the law, or the like, and not made with an intent to deceive,

should be permitted to be amended or restricted under Section 18 of the Lanham

Act, 15 U.S.C. § 1068 to amend or delete the excess goods and/or services, and .
should not result in the entire application being voided or the registration

cancelled.

of Directors’ Meeting — May 9, 2007)

Trademark — Prosecution

RESOLVED, that the American Intellectual Property Law Association (ATPLA)
believes, in principle, that where a trademark applicant or registrant erroneously
states in filings before the U.S. Patent and Trademark Office that it is using the
mark in commerce on or in connection with particular goods and/or services, such
misstatement alone should not be deemed “material” for purposes of analyzing
whether the applicant/registrant committed fraud on the Office if (1) the party was
in fact using the mark in commerce on or in connection with other similar or
related goods or services identified in the application or registration as of the filing
dates for an application under Lanham Act Section 1(a), an affidavit under Lanham
Act Section 8, a renewal under Lanham Act Section 9, a Statement of Use, or an
Amendment to Allege Use; and (2) the applicant/registrant would have been
entitled to a registration covering those other goods or services.

(Board of Directors’ Meeting — May 9, 2007)
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