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Case #1—Maybe yes, maybe no.
Hemp became a legal plant in the U.S. on December 20, 2018 when President Trump signed the 2018 Farm Bill. Let us please offer our insights on this change to federal law.
1. Hemp and marijuana (MJ) are both part of the cannabis family. Both produce cannabidiol oil (CBD). But the CBD produced by hemp has almost no tetrahydrocannabinol (THC)—the chemical that produces a euphoric high. 
2. The CBD produced by MJ has been medically proven to help with anxiety, depression and sleep disorders. The CBD produced from hemp has no medical benefits. (Note: a lot of people disagree with this position. It appears CDB from hemp is a lot like gluco-samine tablets: medical research says it’s a placebo, but a lot of people disagree.)

3. Hemp is a faster-growing plant than MJ. Hemp produces long fibrous stalks that can be used to make clothing, paper, home building materials and other consumer goods.  

4. The production of Hemp is governed by the U. S. Department of Agricultural (USDA). However, states have the option to prohibit its growth or to pass production rules that are more stringent than USDAs. 

· For example: MJ seeds are occasionally found mixed with hemp seeds. USDA requires the immediate destruction of any MJ plants found growing in a hemp field. However, a couple of states also require the destruction of a sizable amount of surrounding hemp plants, when MJ is found by ag inspectors.
5. Hemp farms are eligible for federal crop insurance. However, if a farmer is required to destroy some or all of his hemp crop due to the presence of MJ plants, the insurance coverage is made void.
6. In 2020, it’s estimated the U.S. will produce 10x more hemp than can be used. The price of hemp in 2020 is forecasted to drop by more than 60% from the 2019 high.
Is lending money for hemp production a good idea? The current numbers say no.
Case #2—The list is growing like a weed.
If your state allows medical or recreational MJ, your bank has to file SARs on any MJ related business (MRB) three times a year. Despite popular belief, FinCEN isn’t doing this to punish banks that serve the MJ industry. Rather, they are monitoring how many banks an MRB works with. 
· Most MRBs can be classified into three categories: growers, processors and retailers. These businesses seldom require more than one bank account.
· There’s nothing inherently suspicious about MRBs. 
· But, when an MRB is found to have accounts at multiple banks, the Feds justifiably become concerned about the influence of Mexican cartels or other organized crime. 
Accordingly, when the regulators next come into your bank, you can be sure they’ll ask 
what steps you’ve taken to identify all MRBs.

· How do you identify MRBs? You have to compare your entire customer list against the MRB lists published by the state. And folks, that can be difficult  to do. (The state of Oklahoma has more than 8,700 MRBs.) 
· And here’s the most frustrating part: even if your bank rejects MRBs, you’ll still be instructed to do this check, to ensure that one didn’t sneak-in. 
· And please don’t think you get a pass on this requirement if your state hasn’t legalized MJ. According to the folks we’ve spoke with in Washington, a high number of banks in non-MJ states unknowingly have MRB customers, when an adjoining state has legalized MJ. We heard the story below in October.
i. A convenience store in OK was remodeled to create a separate, walled-off space for an MJ dispensary. The owner of the store used the same bank for eight years and was a good customer. But the bank would not accept the dispensary’s business.
ii. So, the owner bought a small ATM machine and placed it in the MJ store. (He already operated one in the convenience store.) The owner required all customers buying his MJ products to pay with cash. Those who didn’t have cash could use their debit card to transact a no-cost ATM withdrawal.

iii. The cashflow went from ATM to customer, from customer to owner, and at the end of the day, from owner back into the ATM.  (Note: casinos have used this strategy for years.)
iv. Settlement for the ATM transactions went to a bank in a non-MJ state, that was 350 miles away. The CIP document for the account showed the business as a retail store selling homeopathic remedies. The bank had no idea the customer was an MRB.

v. The regulators found the MRB when they asked for a list of all commercial customers with out-of-state addresses. The fact that the bank had an MRB customer and did not know it resulted in the examiners issuing two MRAs.
Serving the MJ industry can be profitable (we’ve spoken with multiple banks that charge $150 a month, or more, for a simple DDA). But please remember that banking this industry creates extra expense and regulatory scrutiny.
Case #3—Everything changes.
This will be the last time we deliver the newsletter via USPS. Beginning in 2020, we’re going green and making the newsletter only available on our download site: https://www.barnettsoftware.com/newsletter/current-edition/ 
The newsletter should be posted by the end of each quarter. If you’ll send your e-mail address to us at bsaexaminer@barnettsoftware.com, we’ll send you a message when it’s available. (We’ll keep your e-mail confidential. We hate spammers as much as you do.)
For less than half of what Verafin and Bankers Toolbox charge, we’ll provide great systems, sound counsel and 24x7 support. We’re Wayne Barnett Software. Our products are affordable, easy to use, we don’t have auto-renewal contracts and we offer a 30-day free trial. 
Folks, we take the stress out of buying software. Please give us a chance to earn your business. Our phone number is 469-464-1902. Our e-mail is wbarnett@barnettsoftware.com. Thanks for reading our newsletter.[image: image1.png]
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