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Bank on Hemp: Federal Banking Regulators Loosen
the Reins
On December 3, 2019, four federal agencies[1], in conjunction with state bank
regulators, issued a statement clarifying the legal status of hemp and banks'
related requirements under the Bank Secrecy Act (BSA). The statement clarifies
that hemp growth and production is a legal activity under federal law and states
that banks no longer need to submit suspicious activity reports (SARs) on
customers solely because they are engaged in the growth or production of hemp.

Although hemp has been legal under federal law since the 2018 Farm Bill went
into effect, hemp businesses continually face great difficulties securing loans and
gaining access to banking services. Additional protections for banks working with
hemp businesses have been incorporated into the SAFE Banking Act, a bill
approved by the United States House of Representatives in September, but which
has not yet passed in the Senate.

Importantly, the statement also confirms that banks should continue to follow the
guidance issued by the Financial Crimes Enforcement Network (FinCEN) in
February of 2014 when dealing with marijuana-related businesses. The 2014
guidance issued by FinCEN lays out the procedures banks should follow when
filing SARs in connection with marijuana-related businesses and the diligence
required to be conducted in connection therewith. There had been some
question as to the effectiveness of the 2014 guidance as the Cole Memo on which
the guidance heavily relies was rescinded in January of 2018.

Finally, the statement indicated that FinCEN will be issuing additional guidance
after it has the opportunity to review and consider the interim final rule issued by
the U.S. Department of Agriculture establishing the domestic hemp production
regulatory program. Reinhart plans to send out additional updates on this
guidance when available.

The joint statement and 2014 FinCEN guidance can be viewed by clicking on the
following links: 2019 Joint Statement and 2014 FinCEN Guidance

Questions regarding banking hemp or marijuana-related business can be directed
to Sara McNamara or any member of Reinhart's Cannabis Law group.

[1] The guidance was issued by the Federal Reserve Board, the Federal Deposit
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Insurance Corporation, the Financial Crimes Enforcement Network and the Office
of the Comptroller of the Currency. The Conference of State Bank Supervisors
also joined in on the guidance.

These materials provide general information which does not constitute legal or tax advice and should not be relied upon as such. Particular facts or
future developments in the law may affect the topic(s) addressed within these materials. Always consult with a lawyer about your particular
circumstances before acting on any information presented in these materials because it may not be applicable to you or your situation. Providing
these materials to you does not create an attorney/client relationship. You should not provide confidential information to us until Reinhart agrees to
represent you.


