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Monday, August 19, 2019 Pierre, South Dakota 

 
 
The second meeting of the Industrial Hemp Study Committee was called to order by Representative Lee Qualm, 
Chair, at 12:00 PM (CDT) in room 362 of the State Capitol in Pierre. A quorum was determined with the following 
members answering roll call: Representatives Shawn Bordeaux, Bob Glanzer, Tim Goodwin, Oren Lesmeister, and 
Nancy York; Senators Red Dawn Foster (via phone), Joshua Klumb, and Reynold Nesiba; Senator Rocky Blare, Vice 
Chair; and Representative Lee Qualm, Chair. Excused: Representative Randy Gross. 
 
Staff members present included Amanda Marsh, Senior Research Analyst; and Cindy Tryon, Senior Legislative 
Secretary. 
 
NOTE: For purpose of continuity, the following minutes are not necessarily in chronological order. Also, all referenced 
documents distributed at the meeting are attached to the original minutes on file in the Legislative Research Council 
office. This meeting was webcast live. The archived webcast is available at the LRC website at sdlegislature.gov. 
 

Approval of Minutes 
 

A motion was made by Representative Lesmeister, seconded by Senator Klumb, to approve the minutes of the 
Thursday, July 11, 2019, Industrial Hemp Study Committee meeting. Motion prevailed on a voice vote.  
 

Opening Remarks 
 

Representative Qualm welcomed the members and audience and thanked the July 11 meeting presenters for taking 
the time to talk to the committee. Representative Qualm introduced Commissioner Doug Goehring, North Dakota 
Department of Agriculture, and thanked him for coming to Pierre to talk to the committee about North Dakota’s 
hemp program.  
 

North Dakota Hemp Program 
North Dakota Department of Agriculture 

 

Mr. Doug Goehring, Commissioner, North Dakota Department of Agriculture (NDDA), said he is an elected official 
and not appointed by the Governor. Commissioner Goehring said his attendance at this meeting is not as an 
advocate but merely to share information on North Dakota’s hemp program. North Dakota has had a law on the 
books regarding hemp since 1997. The reason there was so much interest in North Dakota is because in Canada 
there were about 200 acres of hemp being grown, most of which was harvested for the fiber and some harvested 
for the grain. The passage of the 2014 Farm Bill allowed the NDDA to create a pilot program under federal law. The 
law required background checks, a state law in place to license hemp growers, anyone wanting to grow hemp to 
submit an application under a research type program, and THC levels testing.  
 
Commissioner Goehring said the passage of the 2018 Farm Bill deregulated industrial hemp and changed the 
definition of hemp removing it from schedule one of the Controlled Substance Act. The two main requirements in 
the 2018 Farm Bill were background checks and random THC testing. Before anyone can be issued a license to grow 
hemp, they must pass a background check. North Dakota’s program is set up so no application can be denied if the 
applicant passes the background check. The last North Dakota legislative session streamlined North Dakota’s hemp 
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laws by having them better reflect the federal hemp laws, removing several of the cumbersome issues and hoops 
everyone was having to jump through. Before changes to the state’s hemp laws, the NDDA was charging $25 an 
acre to cover the costs of preparing the seed for all the growers, sampling the plants and running tests, and other 
operating costs. Now that requirements have been diminished, the license costs have changed and there may be 
more changes to the program fees through administrative rules.  
 
Representative Goodwin asked about growing hemp for CBD oil. Commissioner Goehring said the 2018 Farm Bill 
legalized CBD oil by including it in the definition of hemp, so North Dakota licensed hemp growers can now grow 
hemp for CBD. The NDDA is now taking applications and have licensed some growers for growing hemp for CBD oil 
in this growing season. Prior to this season, North Dakota did not recognize CBD. This year there are about 30 to 40 
growers licensed to grow for CBD and 3 or 4 processors of CBD in North Dakota. These growers are charged the 
same fees as other hemp growers, but those fees are subject to change. The growing of hemp for CBD will be a little 
more involved. Caution will be taken where the hemp plants come from as some plants from Colorado have tested 
with higher THC levels. The NDDA will work with the growers in monitoring the levels of THC throughout the growing 
season. Anything testing above .3% for THC will have to be destroyed. One individual did bring seed into the state 
and planted hemp without a license and that crop was destroyed.  
 
Senator Klumb asked Commissioner Goehring if he is familiar with Kentucky’s hemp program. Commissioner 
Goehring said Kentucky’s hemp program works differently than most states’ programs and he is not quite sure 
about the format of Kentucky’s program. North Dakota does have a Memorandum of Understanding (MOU) with 
Minnesota and one with Montana to move licensed product from North Dakota to licensed processors in Minnesota 
and Montana. 
 
Representative York said the Kentucky hemp program should be self-sustaining this next year. Is the North Dakota 
hemp program self-sustaining? Commissioner Goehring said the program is about 99.8% funded by the growers 
involved in the hemp program. There are some costs to the state because of staff salaries and administrative costs. 
North Dakota plans to continue covering the salaries but other costs such as testing will be covered by the growers.  
 
Representative York asked what North Dakota does with the marijuana arrests and testing. Commissioner Goehring 
said there is a big difference between hemp and marijuana. Hemp growers do not want a marijuana plant near their 
crop because of cross pollination. Hemp is expensive to grow and someone ruining a crop by destroying the THC 
levels compliance will anger the hemp grower. Hemp fiber travels in a bale when going to the processor. Hemp 
seeds can be processed and then roasted, eaten, or crushed for the oil. All of this would be much different than 
transporting marijuana. If someone was stopped and there was a question of the product being transported and 
the driver claimed to be a licensed hemp grower, the law enforcement officer would call the NDDA and ask if the 
person is actually licensed. There are a few places in North Dakota where the seeds are tested.   
 
Representative Bordeaux asked if there are issues with the tribes and Native American jurisdictions regarding the 
hemp program. Commissioner Goehring said the department does have an MOU with one of the tribes so the 
department can go on tribal land and do hemp testing. The tribes have come forward and asked the NDDA to take 
the lead on this issue. The tribes have the right to establish their own programs, but they choose to have the farmers 
work with the state if they have questions or concerns. The NDDA is happy to work with the tribes and carry out 
the mission. In response to further questions regarding tribal jurisdiction and transporting the product, 
Commissioner Goehring said now that hemp is deregulated the product can move across state, county, and  
jurisdictional lines because it is no longer considered a controlled substance by the federal government. A state 
would have to make hemp illegal in the state and federal law supersedes state law, as long as the producers and 
processors are properly licensed through USDA.  
 
Representative Lesmeister asked about the farmer’s return on investment. Commissioner Goehring said the return 
varies greatly depending on several factors. In 2017, with the drought there was some failed production, some 
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never harvested, but production ranged anywhere from 350 to 1800 pounds in the Red River Valley land. When the 
program started there were processors paying a dollar a pound, the next year it dropped down to 65 cents, and 
continued to go down. The department tells the grower to work with a processor and get a contract if possible 
because if the price moves the farmer may be disappointed. In 2017, some chose to hold their seed because of the 
low prices and learned the seed goes rancid if it sits very long. Average production across the state is 970 pounds. 
Eastern part of the state is closer to 1200 to 1500 pounds, central part of the state is 800 to 1100 pounds, and the 
western part of the state is from 400 to 1000 pounds. The media tends to tout hemp as the crop that will save the 
farm; hemp won’t save the farm, but it is another crop in the rotation. It’s all about management, it’s all about 
rotation, and it’s all about marketing.  
 
Representative Lesmeister asked if any hemp crops being grown legally have been destroyed because of the THC 
levels. Commissioner Goehring said no and explained that because of the environment, farming methods, 
topography, and geography the hemp in North Dakota has very low THC levels. The highest level of THC in legal 
hemp the NDDA has seen has been .19%. If at any time the hemp tests higher than .3% the law has been broken 
and the grower will be questioned.  
 
Representative Lesmeister asked about the testing for THC levels. Commissioner Goehring said there are two 
certified labs in North Dakota, in Fargo and in Williston, and testing is done all the time.  
 
Senator Nesiba asked about the processing of hemp in North Dakota. Commissioner Goehring said North Dakota 
has 9 licensed processors in the state, 4-5 of those are processing hemp seed. The largest processor in the state is 
located in the center of the state and can process well over a million and a half pounds. The plant purchases organic 
and commercial hemp seed. This plant does some exporting of the product into other countries.   
 
Senator Klumb asked if the certified labs are state labs or private labs and how the testing is funded. Commissioner 
Goehring said the labs are privately owned. The fees collected by the state for licensing cover the cost of testing 
but if a retest is requested, the producer pays for those fees. This year, because of the CBD testing, some producers 
are looking at testing several times throughout the growing season and the producers pay for those tests. It does 
take a couple of weeks to get the test results.  
 
Senator Klumb asked if there have been arrests made in North Dakota because of legalizing the production of hemp. 
Commissioner Goehring said no and explained that all of his information is easily accessible to the highway patrol 
and the local sheriffs’ departments. There have been a few times law enforcement has called the NDDA with 
questions and the NDDA sent the information. The NDDA and law enforcement work together, have trust, and there 
are no issues in that area. There has been a lot of open dialogue between the NDDA and law enforcement since the 
beginning of the program.  
 
Representative Goodwin asked if the NDDA and the highway patrol had to hire additional employees because of 
the hemp program. Commissioner Goehring said they have not hired additional employees. The NDDA has 74 full 
time employees and about 40 seasonal workers. There are 120 programs within the department and the staff is 
cross-trained and together carry the workload for all programs. The highway patrol also did not add new employees, 
as they have the coordinates for the fields and know where it is growing.  
 
Representative Lesmeister asked about federal crop insurance for hemp. Commissioner Goehring said pilot 
programs require enough data be acquired to establish history which establishes a pattern for rating the product 
for insurance purposes. All the information NDDA has been collecting over the past four years will be submitted, in 
addition to the risk management agency collecting data from the farms, so they can establish risk.  
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Representative Qualm asked that with North Dakota focusing on hemp seed what is being done with the hemp 
fiber. Commissioner Goehring said most of the fiber is destroyed. Some do bale the fiber and use it as bedding. One 
potential processor is looking at using the fiber in the clothing industry.  
 
Senator Blare asked if the NDDA offers any training for new hemp producers to help them learn the rules and 
regulations, as well as the risks of the product. Commissioner Goehring said preparing the growers is the purpose 
the NDDA needs to fill. The department has public meetings once or twice a year where speakers talk about 
everything involved in growing hemp, and a forum on CBD was held recently. The department also prints materials 
giving the basic information regarding growing hemp.  
 
Senator Blare asked about contracting with processors and if it is difficult for producers to establish contracts with 
the processors. Commissioner Goehring said establishing the contract hasn’t been an issue but there have been 
some producers with contracts who have decided they prefer to sell on their own. In 2018, about 20% of the product 
did not go to the processor because the growers didn’t like the price, so they went out into the open market. There 
are a lot more opportunities for the growers to sell to the open market with the passage of the 2018 Farm Bill. 
There was a processor from Canada who would only purchase product from seed the processor sold to the grower.  
 
Representative Glanzer asked if a bank can finance the growing of hemp or receive money from the sale of hemp. 
Commissioner Goehring said that has not been an issue in North Dakota because the 2014 Farm Bill made hemp 
pilot programs legal. Producers growing medical marijuana will have problems trying to work with the FSA. A ballot 
measure legalizing the use of medical marijuana did just pass in North Dakota but the measure to legalize the 
recreational use was soundly defeated.  
 
Senator Klumb asked about the number of acres planted to hemp. Commissioner Goehring said hemp production 
started with 70 acres, then it quickly went up to a few thousand acres, and in 2018 producers applied to plant 
12,000 acres although only about 3,200 acres were actually planted. This year about 4,500 acres have been planted 
to hemp. The NDDA does not try to encourage or discourage anyone from planting hemp, but rather tries to make 
sure people have the facts. 
 
Senator Nesiba asked the Commissioner for any words of advice he might have for the committee. Commissioner 
Goehring said do not make it complicated. Do what is required under federal law and nothing more. The grower 
applies for a license and if a license is not granted they better not be growing hemp. It is easy now because additional 
requirements are not needed since the passage of the 2018 Farm Bill. Also, make sure the processors are licensed. 
If someone is handling or managing hemp without a license they are breaking the law. And the license can be as 
expensive or inexpensive as the state wants.   
 
More information on the North Dakota Hemp Program can be found on North Dakota Department of Ag’s website 
at https://www.nd.gov/ndda/plant-industries/hemp. 
 

Montana Hemp Program 
Montana Department of Agriculture 

 

Mr. Andy Gray, Hemp Program Coordinator, and Mr. Ben Thomas, Director, Montana Department of Agriculture 
(MDA), spoke to the committee via telephone. Montana legalized the growing of hemp in 2017 through the 2014 
Farm Bill pilot program. There were 500 acres planted to hemp in 2017 and 22,000 acres planted to hemp in 2018. 
Montana now has a more formalized process for applying for a license to grow hemp and there were 277 
applications submitted this year and no applications were denied. The application must include the licensee 
information, growing location, the variety of hemp to be grown, and landowner signatures. Montana issues the 
licenses in a two stage process. A conditional license is granted first that allows the person to purchase seed. As 
more information is obtained by the department after planting, a production license is issued. The licensee must 
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list the coordinates of each location and the variety of hemp being grown at each location. Montana classifies the 
varieties of hemp into three different classifications: Category A is certified seed previously grown in Montana; 
Category B is certified seed but not previously grown in Montana; Category C is seed that is not certified and is 
being grown to develop new hemp varieties. There is also a category D which is marijuana and is not allowed in the 
hemp program. There will be a little over 40,000 acres planted to hemp this year spread across the fiber industry, 
grain industry, and the CBD industry. Licensees range from small indoor growers with 20 plants up to 3,000 acres 
of plants per grower.  
 
The program fees include the initial application license fee of $450, an additional $400 planting fee, and if they plant 
a Category C variety there is an additional $250 fee per variety that the department samples and tests for THC.  
 
There is a seed certifying agency in Montana, but it does not currently certify hemp seed. To have hemp seed 
certified for growing in Montana, a grower would have to go through the Association of Official Seed Certifying 
Agencies (AOSCA) certification process on the national level. The MDA classifies the seed into categories and uses 
the certified classifications to set standards but does not certify the seed.  
 
Representative York asked if the Montana hemp program is self-supporting or if state funds are used. Mr. Gray said 
the fees implemented earlier this year for the 2019 growing season should allow the program to be self-sufficient 
and no general funds should be needed this year for the hemp program.  
 
Representative York asked about the costs to the law enforcement agencies and the lab testing agencies. Mr. Gray 
said the law enforcement side of the program is separate and the MDA is not providing any type of funding for that. 
In Montana, the analytical lab that does the regulatory testing is administratively attached to the MDA and the fees 
collected should support the testing of the regulatory hemp samples collected by the MDA.  
 
Representative Lesmeister asked if seed is acquired from Canada. Mr. Gray said most of the Category A seed did 
come from Canada this year. All the Canadian varieties are certified at the federal level and those are Category A 
varieties. Category A has much less risk for THC than the other categories. Representative Lesmeister asked if many 
crops have had to be destroyed. Mr. Gray said not much testing has been done yet this year, so no crops have been 
designated a failure or hot this year. Currently, the process is to retest at the grower’s request if the THC levels 
come in high or the MDA will mitigate if requested to see if something can be done to lower the THC levels. Guidance 
from the USDA on this issue is expected later this fall.  
 
Senator Blare asked why the need for Category D. Mr. Gray said it is there for clarification purposes and to make 
clear Category D is not allowed in the hemp program. 
 
Senator Klumb asked if Montana has had any licensed hemp growers try to grow marijuana and hide it. Mr. Gray 
said not to the MDA’s knowledge.  
 
Representative Lesmeister asked if the MDA provides training and asked about hemp acres being irrigated. Mr. Gray 
said at this time the MDA does not put on field days for hemp seed and varieties. The MDA does keep the website 
updated. Mr. Gray pointed out that with any new crop everyone is learning at the same time. The MDA does 
anticipate conducting field days in the future. The Department has not yet compiled data on the number of irrigated 
acres, but most will be the CBD varieties and the lower density of plants per acre. 
 
Director Thomas said some cooperatives and the University of Montana have held hemp field days and producers 
have attended those. The MDA also plans to hold a conference to bring hemp producers together to discuss best 
practices but does not have the funding for that at this time.  
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Representative Lesmeister asked about problems with federal water permits followed by a question on banking 
issues. Mr. Gray said there was an incident in Helena last year regarding the use of federal water for growing hemp, 
but it is not an issue now to use federal water for hemp irrigation. Director Thomas said many state and federal 
agencies had not yet updated guides to meet the changes in the 2018 Farm Bill and it has taken some time and 
education to get that corrected. There have not been any major issues with banks although some individuals said 
some banks have treated hemp as medical marijuana and refused financing. There are many facets of the hemp 
program that will require ongoing educational efforts.  
 
Senator Nesiba asked if there have been additional costs for law enforcement or to the state for THC testing. Mr. 
Gray said the analytical lab associated with the MDA can also be used for THC testing so there has been no cost in 
buying equipment but some cost for developing the procedures and for employee hours.  Director Thomas said 
regarding law enforcement, under the 2018 Farm Bill, there are prohibitions in law enforcement getting involved 
unless someone is growing marijuana under a hemp license. If there would be an issue it would most likely be 
someone planting something a little hot and then the MDA and the grower would have to go to mitigation. Every 
hemp producer the MDA talks to wants to grow hemp legally. 
 
Senator Klumb asked if there is a minimum requirement on the amount of hemp grown. Mr. Gray said there has 
been no guidance on that from the USDA, so the MDA does not deny licensing based on the number of plants. 
Relatively few growers are growing less than 50 plants. Some growers are growing fewer plants than they had hoped 
because they are growing them for experimental purposes, for the agronomics, mainly to see what variety grows 
best in different areas. The typical amount of hemp grown by a producer in Montana is between 50 and 150 acres. 
 
Senator Blare asked if medical marijuana is legal in Montana. Director Thomas said medical marijuana is legal and 
falls under the Department of Health and Human Services. The MDA keeps anything to do with medical marijuana 
100% separate from the hemp program.  
 
Representative Lesmeister asked how many processors are located in Montana. Mr. Gray said there are at least five 
processors and some facilities under construction with talk about several more looking at doing business in 
Montana. Most processors are interested in the CBD market with just a few interested in the fiber and grain 
markets. Director Thomas said the MDA will be rolling out the processor licenses in the next few weeks. The Director 
said he has visited a few processors but is sure there are some the MDA is not yet aware. 
 
Representative Bordeaux asked if there have been jurisdictional issues with the tribes or tribal membership growing 
hemp. Director Thomas said there have been no issues with the tribes thus far. If a tribal member wants to grow 
hemp on tribal land they can do so under the MDA’s program. There has been some interest in the tribal community 
to develop their own programs. The tribes were not included in the 2014 Farm Bill but were included in the 2018 
Farm Bill. If a tribe wants to develop their own program they would be able to do so by presenting their program to 
the USDA. Under the current program, if a tribe does not want to allow hemp to be grown on reservation land the 
MDA will work with the tribe, but no such requests have been submitted. The MDA has provided consultations with 
some of the tribes to make sure they are familiar with the program. There has been nothing but positive cooperation 
up to this point.  
 
Representative Qualm asked about the 22,000 acres of hemp grown last year and whether it was grown for seed or 
fiber. Director Thomas said probably 95% of the hemp grown last year was processed for the CBD market, although 
there were not many buyers operating in Montana last year. There are more buyers this year but the majority of 
those process CBD. Some of the buyers purchased for the grain but very few for the fiber. Hemp fiber is basically a 
by-product for producers.  
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Representative Qualm asked if working with law enforcement regarding the hemp program has been an issue. Mr. 
Gray said law enforcement has been very cooperative and want to comply with federal and state laws. The MDA 
has been very transparent with the legislature and law enforcement in the development of the hemp program.  
 
Senator Blare asked how the CBD oil is being used. Mr. Gray said they will better know that once the processor 
licensing system is in place. The target market right now is wholesalers who then sell to other manufacturers. 
Guidance regarding the CBD oil should be coming from the FDA in the future.  
 
Representative Qualm thanked Director Thomas and Mr. Gray for taking the time to talk to the committee.   
 
More information on the Montana Hemp Program can be found on Montana Department of Ag’s website at 
https://agr.mt.gov/Industrial-Hemp.  
 

South Dakota Department of Agriculture 
 

Ms. Kim Vanneman, Secretary, and Ms. Dani Hanson, Policy Advisor, SD Department of Agriculture (SDDA), talked 
to the committee. Secretary Vanneman said hemp is not just an agricultural issue but it is also a public safety issue 
and a health issue. By its very nature, hemp and products derived from hemp will never be a simple agricultural 
commodity. The current Farm Bill makes that very clear. The Departments of Agriculture, Public Safety, and Health 
have been working collaboratively with the Governor’s office to learn more about this issue. Secretary Vanneman 
introduced Ms. Dani Hanson who is the lead policy advisor on hemp. Ms. Hanson spent a few days at the national 
hemp regulatory conference and heard from many experts regarding the regulation of hemp. Secretary Vanneman 
said the conversations she has had with her counterparts from other states regarding hemp programs has led to 
more questions than answers. Other states are grappling with how to insure producers are abiding with the law, 
how to deal with the processing of hemp, and the byproducts that result from the processing including THC. The 
SDDA and the administration are committed to studying this issue closely, the first step was to send over 300 
questions to the Industrial Hemp Study Committee.  
 
Secretary Vanneman said there is still much the department does not know about hemp production and the area 
of regulation regarding hemp and CBD is very complicated. There is a lot of hype around the growing of hemp for 
CBD oil. There are a number of methods to process CBD including the use of butane which can be explosive. Some 
states have had issues with licensees growing and processing hemp in residential areas. When you put a butane 
processing facility in a residential area it is similar to having a meth lab. Based on these experiences some states 
have banned growing and processing hemp in residential areas, and some have limited the types of processing that 
is allowable. If growth in residential areas is banned how does the department cross check addresses and legal 
descriptions with zoning ordinances. From a staffing perspective, what would that workload look like.  
 
The department also has concerns about the byproducts from the processing of hemp. Meal is a byproduct of the 
processing. Hemp meal cannot be used as a commercial feed. Some processors give the meal back to the producers 
for composting or personal feed use. No one knows what happens if the meal is fed to livestock and then goes to 
market.  
 
THC is also a byproduct of CBD production. We have asked several states what processors do with that byproduct. 
No one has figured out a good way to regulate that, usually advising processors to dispose of it properly.  
 
Overall, the impact a hemp program would have on the SDDA is highly dependent on the regulatory structure set 
by the USDA and any potentially passed and signed legislation. Secretary Vanneman said she hears from every state 
that they do not have adequate funding or staffing for their hemp programs. Experts from across the country 
caution producers interested in growing hemp to only invest what they can afford to lose. 
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Representative Goodwin said he asked both the Kentucky and North Dakota Departments of Ag about additional 
staffing and Kentucky said the cost of any additional staffing was covered by fees and North Dakota did not need 
any additional staffing. Representative Goodwin asked Secretary Vanneman how many additional staffing will be 
needed by the SDDA to manage an industrial hemp program in South Dakota. Secretary Vanneman said it is difficult 
to estimate how many additional people will be needed without knowing what all the requirements will be.  
 
Representative Lesmeister asked how the department was able to respond to the dicamba issue which was a new 
issue. Were additional FTE needed for that and who is paying for that program? Ms. Hanson said the SDDA has a 
pesticide regulatory program that responds to drift complaints and is funded by user fees. A combination of 
registration fees paid by pesticide companies as well as applicator licensing fees was used for the funding of the 
dicamba issue. The first year there were a lot of complaints filed and that put a strain on the staff. The department 
has inspectors on staff who perform other duties as well as responding to drift complaints and they were very busy.  
The department handled the situation as best they could. After the first year the number of drift complaints went 
down significantly.  
 
Representative Lesmeister said the department handled the dicamba issue very well. Representative Lesmeister 
asked if theoretically the department could handle a hemp program just as well. Secretary Vanneman said to do a 
hemp program properly without hindering other programs the department would need to know how the hemp will 
have to be regulated. Ms. Hanson said Nebraska is really struggling with their new hemp program. The hemp 
programs are as diverse as there are states with programs. Most states do have inspectors that are dedicated to 
the hemp program at least on a part-time basis. 
 
Representative Qualm said the Commissioner of the NDDA said establishing a hemp program is not that difficult; to 
just keep the program simple.  If a producer receives a license to grow hemp, then they can grow hemp; anyone 
without a license cannot grow hemp. Secretary Vanneman said Commissioner Goehring was here representing one 
agency. This is a very complicated issue and is more than just an agricultural issue. The hemp plant has THC in it by 
nature and that has to be dealt with.  
 
Representative Qualm said he understands there are some issues, but the SDDA is making this more difficult than 
it needs to be. The 2018 Farm Bill allows the states to make some of their own rules with latitude for the USDA 
decisions regarding hemp. This is not the golden egg for farming, but legalizing hemp is an opportunity for people 
to have another option. 
 
Senator Klumb asked for a list of all the states the department has talked to about hemp programs. Ms. Hanson 
said she does not have the states written down but did attend a hemp regulatory conference that was helpful and 
there were representatives from every state and Puerto Rico at that conference. Ms. Hanson said she has had a lot 
of contact with the Wisconsin, Minnesota, North Dakota, and Nebraska Departments of Ag.  Secretary Vanneman 
said she has had random conversations with some of her counterparts and has formulated questions in her head to 
ask when attending meetings but has not specifically called other states about this issue. 
 
Representative Bordeaux said several tribes have already submitted hemp program applications to the USDA and 
questioned how the state will deal with these tribal programs regarding jurisdictions and other issues. Secretary 
Vanneman said the SDDA will have to wait and see if the USDA gives some guidance regarding those issues. None 
of the tribes have reached out to the SDDA. This will take agencies sitting down and discussing these issues. 
Representative Bordeaux said this is a concern as some tribes are moving forward already and not talking to the 
state agencies. The state needs to be in step with the tribes’ hemp programs. 
 
Representative Lesmeister said regarding the issue the Secretary mentioned about the butane and hemp processing 
facilities, these facilities would fall under regulatory guidelines. There are boilers in other factories that could 
explode. Secretary Vanneman said in a residential area it is important to make sure the safety of the community is 
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not hindered. Ms. Hanson said in asking other states what they wish was known before starting the hemp program 
the answer that comes up most often is the issue of people growing a few hemp plants at home.  
 
Representative Lesmeister said the processing plants have to be licensed and comply with regulations. Also, the 
legislation voted on last year had a minimum acreage and the hemp had to be grown outside. The 2019 legislation 
addressed several of the issues that have been mentioned today. Hemp is here and the state needs to get some 
sort of guidelines in place.  
 

South Dakota Department of Public Safety 
 

Mr. Craig Price, Secretary, and Colonel Rick Miller, SD Highway Patrol, South Dakota Department of Public Safety, 
thanked the committee for allowing them to present some of the law enforcement concerns regarding legalizing 
hemp. Secretary Price said the more he speaks to his counterparts in other states the more concerns he has. Law 
enforcement is already stretched thin in South Dakota and legalizing hemp would stretch those resources even 
further.   
 
The industrial hemp plant looks like the marijuana plant and they cannot be told apart. Narcotic canines alert to 
both plants the same. If hemp is legalized the state will see an increased incident of the growing of marijuana; drug 
dealers go to extensive lengths to hide the plants. The state has already faced some of these issues. Recently a 
South Dakota trooper stopped a vehicle hauling 292 pounds of a product that looked and smelled like raw 
marijuana. The trooper field tested the product and it tested positive for marijuana.  The department is having a 
difficult time finding a lab that will test that large a load. 
 
The department has seen several different products that have tested positive for THC and so are illegal in South 
Dakota. Products were sent in and they tested for less than .3% THC and the testing was more than $4,000. The 
products also tested for lead higher than is allowed in food. This is an additional safety issue. There is no field test 
available for testing THC levels. The department believes legalizing hemp will lead to the legalization of marijuana 
in South Dakota. Secretary Price said he has talked to colleagues in other states and no state knows how to deal 
with the trafficking of hemp across state lines. 
 
Secretary Price said lessons have been learned from other states. Texas prosecutors will no longer hear marijuana 
cases because it is impossible to tell the difference between hemp and marijuana. The state of Ohio has no labs 
that can test for THC levels. The Kentucky State Police outsource testing to labs that are very expensive. Kentucky 
also had a case where several marijuana plants were found while the owner claimed they were hemp grown for 
CBD. Florida legalized hemp in 2019 and prosecutors are dropping all cannabis charges because they cannot 
differentiate between hemp and marijuana.  The extreme cost for testing needs to be considered. 
 
Secretary Price continued saying the Nebraska State Patrol has been advised that all marijuana apprehensions have 
to be tested before an arrest can be made, with investigations being done and warrants written once that testing 
is completed. In Minnesota, CBD edibles are appearing on store shelves and there is no regulation and no way of 
knowing if the edibles have CBD or THC or the levels of CBD and THC. 
 
Hemp laws have made it impossible to try marijuana cases which leads to the decriminalization of marijuana. South 
Dakota does not want to go down that road. There are just too many questions surrounding the legalization of 
hemp and the state needs to wait for additional guidance. 
 
Representative Goodwin said this testimony is different from the North Dakota Commissioner of Agriculture’s 
testimony heard earlier. Representative Goodwin asked if Secretary Price could explain how the testimonies could 
be so different. Secretary Price said Commissioner Goehring was focused on agriculture and this testimony is 
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focused on public safety and law enforcement. Representative Goodwin requested hearing from North Dakota law 
enforcement at the next meeting. 
 
Senator Nesiba asked if it is legal to transport hemp through the state of South Dakota. Secretary Price said 
transporting hemp is legal in South Dakota as long as the transporter follows regulations. If the officer smells 
marijuana during a stop, the transporter will have to prove the load is legal. Colonel Miller said when conducting a 
traffic stop the officer asks questions and those responses help verify if the load is a legal product. When a legal 
load is stopped there are a lot of questions that cannot be answered such as does the officer have the right to detain 
the seeds or a load and will that ruin the seeds or the product, and it is difficult to determine if there are illegal 
drugs hidden in the load. 
 
Senator Nesiba said law enforcement has to deal with this issue whether or not South Dakota hemp laws are 
changed. Secretary Price said the department is looking at this issue and trying to determine how much all of this is 
going to cost the state. There is no way of knowing yet because no one knows how much product will actually be 
transported through South Dakota. 
 
Representative Lesmeister asked what is the procedure if a truck hauling wheat seed is stopped and the officer 
smells marijuana. Colonel Miller said based on current laws the officer has the right to search the truck for an illegal 
drug using dogs as well as searching every way possible to determine what that odor is. Representative Lesmeister 
said if a load of hemp is stopped and has the proper paperwork but the officer decides it needs to be tested, the 
load can be taken to the processing plant and tested there. Other states are finding remedies to the hemp 
transportation issues. 
 
Representative Bordeaux said he knows the department is working with the tribes and asked what the discussions 
have been regarding hemp. Secretary Price said he is not aware of any conversations between the Public Safety 
office and the tribes regarding hemp.  
 
Representative Bordeaux said the difference between what the committee has heard from other states regarding 
hemp and what the South Dakota agencies are reporting is like apples and oranges. There seems to be some 
resistance from the South Dakota agencies, yet this is going to be happening within the next few years and the state 
needs to get ready for it. 
 
Secretary Price said the department has been researching and doing due diligence regarding this issue. The more 
information that is gathered the more questions are generated. The department is learning from the law 
enforcement pitfalls faced by the other states as they legalize hemp.  
 
Senator Blare asked about a truck driver who contacted the highway patrol about a load of legal hemp he was 
transporting, and if the department is developing a plan in the event hemp is legalized next year. Colonel Miller said 
the truck driver was asked to send the legal paperwork, but the driver decided to avoid traveling through South 
Dakota. Secretary Price said the department is looking into the future and making plans based on contacts with law 
enforcement in other states. 
 
Senator Klumb said he has full confidence that the highway patrol will be able to address any new challenges 
presented by the legalization of hemp. Secretary Price said the department needs to be aware of the pitfalls in other 
states. Colonel Miller said the problems in Texas are of great concern. The Texas highway patrol has about 80,000 
marijuana arrests per year.  
 
Representative Lesmeister said the problem in Texas existed long before hemp was legalized. Colonel Miller said 
legalizing hemp did not create the marijuana problem, but Texas found it was very expensive to find ways to test 
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for marijuana and processes took more time. Secretary Price said it is a concern of the department that legalizing 
hemp will lead to the decriminalization of marijuana. 
 

South Dakota Department of Health 
 
Ms. Kim Malsam-Rysdon, Secretary, Department of Health, answered questions from the study committee 
regarding the testing for THC. Secretary Malsam-Rysdon said the Department of Health oversees the state health 
lab which does have a forensic division that assists law enforcement by conducting forensic testing. At this time the 
lab does have the ability to test for THC but not to determine THC levels. The equipment needed to do that type of 
testing is rather costly. The department is researching the best methodology. Every state is different and the testing 
capacity needed to say if a plant is hemp or marijuana is found in states that have to test for medical marijuana. It 
is difficult to compare states because each state’s starting point is different. The department looks to the FDA when 
looking at testing capacity. The FDA has found more than just the THC is harmful in CBD products. The department 
is looking to the FDA to provide guidelines.  
  
Representative Goodwin asked what the department will need if hemp is legalized. Secretary Malsam-Rysdon said 
the main piece of equipment is $370,000 and the lab would need a minimum of two additional FTE. Representative 
Goodwin asked Secretary Malsam-Rysdon to put together the information showing just what the department would 
need and what that would cost the state, then the legislature can decide whether the state can afford to move 
forward with legalizing hemp. Secretary Malsam-Rysdon said there has not been a full crop grown yet so it will be 
difficult to know what will happen.  
 
Senator Nesiba asked if the Joint Committee on Appropriations can anticipate a request in the budget for the 
equipment and staffing needed for testing hemp as this process will be needed even if the state does not legalize 
hemp. Secretary Malsam-Rysdon said she does not know if these projected costs will be included in the 
department’s upcoming budget request. 
 

Public Testimony 
 
Mr. Randy Stratton, The Stratton Group, Sioux Falls, said he is a member of a 6th generation farm family from Lake 
County and believes hemp is an economic development opportunity for South Dakota. Hemp is a crop that can be 
controlled, and the producer can make money from it. There still needs to be some regulations as far as the CBD oil 
and law enforcement has to figure things out in the same way other states have. South Dakota has to prepare for 
the transportation of hemp through the state.  
 
Mr. Stratton has researched the companies now working with hemp, from the growers to the users. Mr. Stratton 
said he has worked on this issue in Iowa, Nebraska, Minnesota, and Wyoming. According to Mr. Stratton, the 
Governor of Iowa said this is another opportunity for Iowa farmers, it’s a great rotation, and it is economic 
development. 
 
Mr. Stratton said he toured a processing company in Germany that processes cotton, flax seed, and hemp, and has 
done so for 30 years. Some of the product goes to clothes, brake pads, canvass, and molding. The company has 
signed an additional 5,000 hectors of land, a hector is about 2.65 acres, to be able to keep up with the demand for 
the products. This is an economic opportunity for South Dakota. There is too much opportunity out there to miss 
this. Manufacturers are spending money on what is yet to come, and this is an opportunity to bring that 
manufacturing into South Dakota. 
 
Representative York said she prefers hemp being used for the products mentioned in this testimony rather than the 
use of 80-95% of the hemp being grown for CBD oils. Mr. Stratton said CBD oil is making some farmers a lot of 
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money right now. The regulatory framework for CBD oil is coming and there is no way to know how the FDA will 
regulate CBD oils. Fiber and grain from hemp is a less risky way to go in South Dakota for the long term. The oil 
could also be extruded for biodiesel and other such products.  
 
Senator Nesiba asked Mr. Stratton to tell the committee about Glanbia Nutritionals in Sioux Falls. Mr. Stratton said 
Glanbia is in the food business and there are an ingredients company that realizes what the legalization of hemp 
could do for them. Glanbia is going to have the highest standards for protocols. 
 
Under the USDA framework, anyone transporting hemp will have to authenticate the load of hemp before 
transporting the product. This could help alleviate some of the concern expressed by law enforcement, as the 
product will have to have proof of certification. Hemp is already being transported through South Dakota and will 
continue to be transported on an even larger scale.  
 
Senator Blare asked Mr. Stratton how he would draft legislation. Mr. Stratton said the legislation needs to look at 
what the supply chain will look like. The supply chain has not caught up with the exuberance found on the front end 
of industrial hemp, but it is ramping up. The grain from hemp will be fantastic at some point. Several hemp products 
can be found at Costco in Sioux Falls right now.  
 
Mr. Reid Vander Veen, Hemp Processing Solutions, Harrisburg, said along with the sister company, RMS Roller 
Grinder, they have been manufacturing agricultural equipment for 30 years. Hemp Processing Solutions makes 
equipment that separates the different parts of the hemp plant, a process now done by hand. The piece of 
equipment imitates hand motion and there is about a 98% gain on efficiency. The research and development for 
designing this equipment is done in Colorado because hemp is illegal in South Dakota. A  company employee has 
had to travel to Colorado 33 times this year to do the testing and demonstrations that is not allowed to be 
conducted in South Dakota. This testing also brings in potential customers and clients from around the world who 
now go to Colorado but could be coming into South Dakota if the testing could be done here.  
 
The company recently received an order for $3 million worth of equipment from one individual running a hemp 
operation. South Dakota farmers are not able to tap into this industry where things like this are possible. Early last 
month the Hemp Processing Solutions company announced the launch of a new piece of equipment that will sell 
for more than $300,000. Although the farmers purchasing this equipment have not yet taken possession of the 
equipment, the farmers will see a return on this investment before the end of this year.  
 
Hemp Processing Solutions is working with a customer in southern California who planted 105 acres of hemp earlier 
this year; 3 weeks ago, the farmer accepted a check for $12.1 million, or about $114,000 per acre, for his plants as 
they stood, in the ground, unharvested.  This is for a 90 day plant and the producer will be able to plant again and 
have another harvest by Thanksgiving. 
 
Mr. Vander Veen said industrial hemp is a legitimate opportunity for farmers/growers, extraction facilities, and 
manufacturers, who are now being outpaced by the competition. Law enforcement vehicles continue to surveil the 
Hemp Processing Solutions facility to ensure the company is not doing any testing of the equipment here in South 
Dakota. Mr. Vander Veen said it is time for the state to stop throttling back organizations like Hemp Processing 
Solutions, stop preventing farmers from making good money, stop preventing oil extractors from producing in 
demand products, and stop preventing retailers from having the opportunity to sell these products. Farmers, 
producers, processers, and manufacturers all appreciate every effort the committee is taking to study this plant and 
take action to loosen restrictions on hemp. 
 
Representative Lesmeister asked how legalizing hemp in South Dakota would help Hemp Processing Solutions. Mr. 
Vander Veen said the company is predicting as things are today with the restrictions they will see more than  
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$40 million dollars in business next year. The income would be even higher if the restrictions were lifted. Lifting 
restrictions would also mean more jobs supporting more South Dakota families.  
 
Mr. Mitch Richter, SD Farmers Union, Rapid City, said a processor in Minnesota purchased 300 pounds of hemp 
from Colorado and the truck was detained in South Dakota costing the Minnesota company about $100,000. South 
Dakota needs to find a way to allow hemp to be legally transported across the state.  
 
South Dakota is making the legalization of hemp much more complicated than it needs to be. The licensing fees 
need to be set high enough to cover the state’s expenses. There needs to be requirements as to who needs to be 
licensed. The state could contract the testing out of state so as not to have that investment in equipment right away 
allowing time to determine what equipment is needed.  
 
Mr. Richter said the state needs to step back and boil this issue down to the basics; things seem to be getting stuck 
in the fine details of what other states are doing and what could happen. Representatives from other states did not 
mention marijuana in their testimony until they were asked about it. 
 
Mr. Doug Riediger, Farmer, Wakonda, introduced himself. Mr. Riediger said this has been a tough year for the 
farmer and if the farmer had the option of a 90-day crop like hemp there would be time to raise a crop this year. 
Hemp is also an opportunity for investment. The state needs to be talking not just about raising hemp but also the 
manufacturing of hemp products. Building a mega-center for processing hemp here in South Dakota would give 
investors another option. Mr. Riediger said he is asking for support for new agricultural opportunities in this state. 
Legalizing hemp in South Dakota would allow people to manage and invest in a new industry right here. The state 
has the resources and should educate and be a support on this issue, not a hindrance. The state needs to help 
farmers be successful rather than inhibit the opportunities. Industrial hemp is now South Dakota’s opportunity to 
join together for a change and help the producers for the 2020 growing year and the future of South Dakota. 
 

Committee Discussion 
 

Representative Goodwin requested inviting the North Dakota Secretary of Public Safety and Highway Patrol to the 
next committee meeting. 
 
Senator Nesiba said he would like to start seeing some ideas on paper as far as possible legislation. Representative 
Qualm said there will be drafts available for discussion. 
 
Representative Bordeaux asked to hear what the committee testimony was during the legislative session, as he was 
not on those committees and did not have the time to attend those meetings. 
 
Representative York said she would like to hear from a state that has legalized hemp but does not have any legalized 
medical marijuana.  
 
Representative Qualm said everyone in the hemp industry are waiting to see the USDA rules and those rules are 
supposed to be released sometime in September or October.  
 
Representative Lesmeister thanked everyone who took part in the meeting today. There were examples given today 
of some problems with products made from hemp. The study committee is here to discuss allowing farmers to grow 
hemp. There will always be bad actors. The examples we heard today are processing issues, not growing issues.  
According to our state departments, there is absolutely nothing good about hemp, which means 40 plus states are 
wrong. The South Dakota department heads claim to have talked to people in other states and those states are 
having a lot of issues. When the committee talks to people from other states such as Kentucky, North Dakota, and 
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Montana, there are no big issues with growing hemp. It would be good to get state officials from other states in the 
room at the same time as South Dakota department heads and try to get the right answers.  
 
Representative Lesmeister said the committee realizes when growing hemp legal paperwork is a must. If a hemp 
grower or transporter does not have the correct paperwork, they are illegal. The committee has heard about the 
misuse of hemp products; most products can be misused. Many products carry warning labels. The committee 
keeps getting pulled away from the focus of growing hemp. This committee is studying the legalization of the growth 
and production of hemp. The state needs to allow the citizens of South Dakota to legally grow and produce hemp.  
 
The next Industrial Hemp Study Committee meeting will be Monday, October 7, in Pierre starting at 12:00 noon. 
 

Adjourn 
 

A motion was made by Senator Nesiba, seconded by Representative Goodwin, that the Industrial Hemp Study 
Committee be adjourned. The motion prevailed on a voice vote. 
 
The Industrial Hemp Study Committee adjourned at 4:45 PM.  

 

 
 
 


