
CAN FINANCIAL INSTITUTIONS CONDUCT BUSINESS TRANSACTIONS WITH A COMPANY 
IN THE HEMP AND/OR CANNABIDOIL (CBD) INDUSTRY? 

THE QUICK ANSWER IS “YES” BUT THERE ARE STILL ISSUES TO BE WORKED OUT 

Background  

The 2018 Farm Bill was signed this past December and 
with it comes new standards on the growing and 
processing of hemp.  

In recent years, the United States has seen an explosion 
across various states that have legalized the production 
and sale of marijuana and marijuana-related products. 
However, marijuana is still a Schedule I drug under the 
Controlled Substance Act; therefore it’s still illegal under 
federal law. Banks, even in marijuana-legal states, must 
still be concerned about federal violations in dealing with 
marijuana-related businesses. 

Hemp is not marijuana. Hemp-derived CBD is not 
medical marijuana. The main difference is the 
concentration of THC, which is the psychoactive 
compound in marijuana. Hemp products, by definition, 
have only a trace or no amount of THC (0.3% or less). 
Contrast that with a typical marijuana joint, which 
contains 15-25% THC. 

2014 Farm Bill 

In 2014, the Farm Bill included the allowance for states 
to start their own “pilot program” for growing industrial 
hemp for research purposes. North Dakota was one of 
the first of five states to start a pilot program for 
industrial hemp research. Since then, many other states 
have begun pilot programs leading up to the 2018 Farm 
Bill (38 total). 

In 2014, the North Dakota legislature passed H.B. 1436 
which created the pilot program for researching hemp. 
The statute stated, “Any person desiring to grow or 
process industrial hemp for commercial purposes or 
research shall apply to the agriculture commissioner for a 
license on a form prescribed by the commissioner.” This 
statute will be changed in 2019 to reflect the changes in 
the 2018 Farm Bill. 

2018 Farm Bill 

This past December, President Trump signed the 2018 
Farm Bill, which made big changes in the industrial hemp 
world. Most notably, the definition of marijuana under 
the Controlled Substance Act was changed to exclude 
industrial hemp. Industrial hemp has been removed as a 
Schedule I drug; however, marijuana remains on the 
controlled substance list.  

This drastically changes the financing for hemp and 
hemp-related products for banks. Under federal law, 
banks can now handle financial transactions for those 
licensed to grow and cultivate hemp. The 2018 Farm Bill 
also allows for crop insurance for hemp farmers. The 
push for crop insurance for hemp came from Senate 
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FOOTNOTES 
1 Brookings Institute Article: https://www.brookings.edu/blog/fixgov/2018/12/14/the-farm-bill-hemp-and-cbd-explainer/ 

1 “HEMP CANNOT CONTAIN MORE 

THAN 0.3% OF THC” 

(THC = PSYCHOACTIVE COMPOUND) 



Majority Leader Mitch McConnell, a Republican from 
Kentucky. McConnell has been at the forefront of 
passing the 2018 Farm Bill and getting hemp off the 
controlled substance list. Farmers in Kentucky have been 
strong advocates in growing hemp and note it as a 
potential replacement for tobacco revenue. 

Although the 2018 Farm Bill provides crop insurance for 
industrial hemp, its implementation is still under works. 
*See Below*

RMA Administrator 

Martin Barbre, the administrator of the Agriculture 
Department’s Risk Management Agency, released a 
statement in February in regards to industrial hemp and 
crop insurance. 

There is no coverage for industrial hemp currently 
because RMA is working on its implementation. 

ND Department of Agriculture 

NDDA is currently working on updating the ND 
Century Code to reflect the changes made in the 2018 
Farm Bill. NDDA is going to delay licensing for 2019 
until they can adjust the guidance from the 2018 Farm 
Bill. The NDDA anticipates there will be a license 
required through the state, fees, and background checks. 

ND H.B. 1349 

House Bill 13492 is currently the only bill proposed 
during the 2019 legislature regarding industrial hemp. 
The bill seeks to reflect the new rules and guidelines set 
forth under the 2018 Farm Bill. H.B. 1349 amends the 
definition of hemp to match that of the Farm Bill (still 
requires 0.3% or less THC). The bill lays out the licensing 
process and the fees that go along with it. Also, it defines 
consequences for violations and grounds for denial of 
licensure. Finally, it gives guidelines for those seeking to 
do research on the hemp plant. NDBA will follow N.D. 
H.B. 1349 and notify members if the bill becomes law.

Key Takeaways for ND Banks 

In General (Pending H.B. 1349): 
 Any person who desires to grow or process

industrial hemp must be licensed by the State.
Banks would be wise to ask those involved in the
hemp business to supply proper paperwork
when transacting.

 NDDA is delaying licensing for 2019 until
guidelines are adjusted.

 The U.S. Hemp Authority certification program
has been established by the industry to promote
high standards, best practices and self-regulation.
Beginning January 1, 2019, farmers, processors
and product sellers that meet these stringent
standards will be awarded a certificate giving
confidence to consumers that the products are
safe, and to law enforcement that the products
are legal. While it is not necessary for everyone
in the hemp industry to become certified as such,
financial institutions can feel comfortable that
companies boasting these certifications are
complying strictly with federal laws.

 North Dakota banks will be able to finance
industrial hemp when its customers present
appropriate state licenses to grow industrial
hemp. Additionally, the industrial hemp crop will
be covered under federal crop insurance when
the Risk Management Agency creates a program
for coverage.

“IF SOMEONE IS GROWING INDUSTRIAL HEMP, 

THE AGENT CAN TALK TO THEM, BUT AT 

PRESENT, THERE IS NO COVERAGE FOR HEMP. 

WE ARE WORKING ON IT. IT TAKES TIME; 

THERE IS AN ENTIRE PROCESS WE HAVE GOT 

TO GO THROUGH.”  

– MARTIN BARBRE

FOOTNOTES 
2 See H.B. 1349: https://www.legis.nd.gov/assembly/66-2019/documents/19-0930-02000.pdf 
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