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AN ACT relating to industrial hemp.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 8 of this Act unless the context requires otherwise:

(1)
"Commissioner" means the Commissioner of the Department of Agriculture, or the Commissioner's designee;

(2)
"Department" means the Kentucky Department of Agriculture;

(3)
"Grower" means any person or business entity licensed as an industrial hemp grower under the provisions of Section 3 of this Act;

(4)
"Handler" means any person that receives hemp for processing into hemp products;
(5)
"Hemp products" means all products made from industrial hemp, including, but not limited to, cloth, cordage, fiber, food, fuel, paint, paper, particleboard, plastics, seed, seed meal and seed oil for consumption, and certified seed for cultivation if the seeds originate from industrial hemp varieties;

(6)
"Industrial hemp" means all parts and varieties of the plant cannabis sativa, cultivated or possessed by a licensed grower, whether growing or not, that contain a tetrahydrocannabinol concentration of one percent (1%) or less by weight, except that the THC concentration limit of one percent (1%) may be exceeded for licensed industrial hemp seed research. Industrial hemp, as defined and applied for the purposes of Sections 1 to 8 of this Act, shall be excluded from the definition of marijuana, as defined in KRS 218A.010;

(7)
"Records" means all commercial documents related to the production of industrial hemp, including accounts, correspondence, declarations, purchase orders, registers, seed invoices, and tetrahydrocannabinol (THC) concentration analysis reports, including all documentation required under Sections 1 to 8 of this Act and by any other state law regarding the growing and cultivation of industrial hemp;

(8)
"Seed research" means research conducted to develop or recreate better strains of industrial hemp, particularly for the purposes of seed production. In conducting this research, higher THC concentration varieties of industrial hemp may be grown to provide breeding strains to revitalize the production of a Kentucky strain of industrial hemp. However, in no case shall the THC levels exceed three percent (3%); and

(9)
"Tetrahydrocannabinol" or "THC" means the natural or synthetic equivalents of the substances contained in the plant, or in the resinous extractives of, cannabis, or any synthetic substances, compounds, salts, or derivatives of the plant or chemicals and their isomers with similar chemical structure and pharmacological activity.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
Growing, producing, handling, possessing, and engaging in commerce in industrial hemp shall be allowed in the Commonwealth of Kentucky in accordance with the provisions of Sections 1 to 8 of this Act.

(2)
Industrial hemp shall be classified as an agricultural product and subject to regulation by the Commissioner under Sections 1 to 8 of this Act.

(3)
The department shall promulgate administrative regulations, in accordance with the provisions of KRS Chapter 13A, to license the growing, handling, manufacture, production, and research of industrial hemp and hemp products.

(4)
The department shall ensure that every grower maintains all industrial hemp production records for at least three (3) years at the production site.

(5)
The department shall work cooperatively with other state and federal agencies in assisting industrial hemp researchers, growers, and handlers to obtain the appropriate local, state, and federal permits necessary to grow industrial hemp.

(6)
Growing, handling, and processing industrial hemp for commercial production shall be authorized and licensed by the department.
SECTION 3.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
Each person who produces industrial hemp shall obtain a license to grow. A license from the department shall be valid for twenty-four (24) months and may be renewed, but shall not be transferable. An application for a license shall be made to the department. The license fee provided for in subsection (2) of Section 8 of this Act shall accompany the application.
(2)
A license from the department shall authorize industrial hemp production only at a site or sites as specified by the license. 

(3)
To qualify for a license from the department, an applicant shall demonstrate to the satisfaction of the department, in a manner prescribed by the Commissioner, that the applicant intends to and is capable of growing industrial hemp, and has adopted methods to ensure its legal production, which at a minimum shall include:

(a)
Furnishing the Commissioner with a guaranteed irrevocable letter of credit or a surety bond executed by a surety company authorized to transact business in this state, in the sum of not less than two thousand dollars ($2,000), which the Commonwealth of Kentucky shall use to cover the cost of destroying any industrial hemp crop not in compliance with Sections 1 to 8 of this Act;

(b)
Controlling the supply and distribution of all industrial hemp seed obtained for planting in compliance with Sections 1 to 8 of this Act;
(c)
Filing with the department the location and acreage of all parcels sown and other field reference information as may be required by the Commissioner;

(d)
Ensuring that all parts of the industrial hemp plant not utilized as hemp products, such as flowers and leaves, are destroyed or recycled at the place of production;
(e)
Agreeing to the provisions of Section 4 of this Act regarding inspections by the department; and

(f)
Maintaining records that reflect compliance with the provisions of Sections 1 to 8 of this Act and with all other state laws regulating the planting and cultivation of industrial hemp.

(4)
An applicant shall not qualify for a license to grow industrial hemp if the applicant has ever been convicted of, plead guilty to, or entered an Alford plea to a violation of:

(a)
KRS Chapter 218A relating to growing or cultivating marijuana, or a predecessor statute relating to growing or cultivating marijuana;

(b)
Any statutes in another state relating to growing or cultivating marijuana; or

(c)
Any federal statute relating to growing or cultivating marijuana.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
The department shall enforce, administer, and implement the provisions of Sections 1 to 8 of this Act through the promulgation of administrative regulations in accordance with the provisions of KRS Chapter 13A.

(2)
For the purpose of the enforcement of the provisions of Sections 1 to 8 of this Act, the department is authorized during normal business hours to enter any public or private premises and land where industrial hemp is grown, kept, stored, or handled or other areas relating to hemp production. This access may be gained by use of any vehicle of transport, for the purpose of obtaining industrial hemp samples, THC samples, seed samples, and records pertaining to industrial hemp samples, THC samples, or seed sample test results. Therefore, the director may:
(a)
Collect samples of up to one-tenth of one percent (0.1%) of the industrial hemp crop of a grower for inspection purposes;
(b)
Inspect equipment and other devices used in testing THC levels of industrial hemp to determine the accuracy of this equipment and these devices;
(c)
Condemn inaccurate testing equipment; and
(d)
Examine and copy records and take testimony for the purpose of ascertaining facts necessary to administer the provisions of Sections 1 to 8 of this Act.
(3)
At the request of growers, handlers, or any local, state, or federal law enforcement or other authorized government agents, the Commissioner may test for THC levels in industrial hemp or conduct other tests of these plants or plant parts and products.
(4)
The Commissioner shall enter into agreements with and cooperate with other federal, state, and local law enforcement or other authorized government agencies to implement and enforce Sections 1 to 8 of this Act. 

(5)
The Commissioner shall by October 1 of each year report to the Interim Joint Committee on Agriculture and Natural Resources about the implementation of Sections 1 to 8 this Act and on the status of commercialization of industrial hemp in this state and elsewhere in the world, and recommend any changes to Sections 1 to 8 of this Act deemed appropriate.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
The Commissioner may deny, suspend, revoke, or refuse to renew the license of any grower or handler that:
(a)
Makes a false statement or misrepresentation on an application for a license or renewal of a license;
(b)
Fails to comply with or violates any provisions of Sections 1 to 8 of this Act or any administrative regulation promulgated under Sections 1 to 8 of this Act; or
(c)
Fails to take any action required by the department under the provisions of Sections 1 to 8 of this Act.
(2)
Revocation or suspension of a license may be in addition to any criminal penalties or fines imposed on a grower under other state law.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
The department shall be the sole source and supplier of seed for use in industrial hemp research and production in the state. The department shall promulgate administrative regulations to secure all hemp seed under the control of the department, and to ensure that all hemp seed supplied to and used by growers is of only those varieties that meet the THC limitations of Section 1 of this Act.
(2)
A grower shall use hemp seed obtained exclusively from the department.

(3)
The department shall encourage the marketing and production of a Kentucky industrial hemp seed industry from Kentucky-grown plants and Kentucky strains of industrial hemp.

SECTION 7.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
The Department of Agriculture shall promote the research and development of markets for Kentucky industrial hemp and hemp products. The department shall work cooperatively with a selected Kentucky university's agricultural research program utilizing its expertise in the area of agricultural research.
(2)
The Council on Postsecondary Education shall select a university where the industrial hemp program is to be established, after proposals are considered from all interested universities with agriculture departments in Kentucky.

(3)
The selected institution's industrial hemp research program shall undertake research of industrial hemp production in the state, and is waived from the state licensure procedure to grow hemp for industrial hemp and hemp seed research. The department shall assist the industrial hemp research program in obtaining the necessary federal permits from the United States Drug Enforcement Agency or appropriate federal agency. In undertaking the industrial hemp research program, the university is authorized to:
(a)
Grow industrial hemp to conduct research relating to the production of commercial products, including, but not limited to, paper, clothing, and oils;
(b)
Study the economic feasibility of developing an industrial hemp market in the Commonwealth;
(c)
Report on the estimated value-added benefit that Kentucky businesses would reap by having an industrial hemp market in the Commonwealth;
(d)
Study the research being conducted worldwide relating to industrial hemp production and utilization;
(e)
Market Kentucky industrial hemp on the world market that can be grown on farms in the Commonwealth; and

(f)
Study the feasibility of attracting private funding for the Kentucky industrial hemp research program.
(4)
The authorization granted in subsection (3) of this section shall not subject the industrial hemp research program or the selected university where it is located to any criminal liability under the controlled substances laws of the Commonwealth. This is a limited exemption that shall be strictly construed, and that shall not apply to any activities of the industrial hemp research program or the selected university that are not expressly permitted in the authorization.
(5)
The authorization granted in subsection (3) of this section shall not alter, amend, or repeal by implication any provision of the Kentucky Revised Statutes relating to controlled substances.

(6)
The Commissioner and the university shall cooperatively seek funds from both public and private sources to implement this section. The funds shall be deposited into the industrial hemp program fund.

(7)
By October 1, 2000, and annually thereafter, the university shall report on the status and progress of the industrial hemp research program authorized by this section to both the Commissioner and the Interim Joint Committee on Agriculture and Natural Resources. The Committee shall oversee the university research, with the advice of the Commissioner and the university, including progress in securing additional private or public funding for the industrial hemp research program.
SECTION 8.   A NEW SECTION OF KRS CHAPTER 260 IS CREATED TO READ AS FOLLOWS:

(1)
There is established and created in the State Treasury, a fund entitled the "Industrial Hemp Program Fund" to provide funds to offset the costs of the industrial hemp program. The fund may receive state appropriations, gifts, grants, federal funds, and any other funds both public and private. Money deposited in the fund shall be disbursed by the State Treasurer upon the warrant of the Commissioner of Agriculture or the Commissioner's representative. Any unallocated or unencumbered balances in the fund shall be invested as provided in KRS 42.500(9), and any income earned from the investments along with the unallotted or unencumbered balances in the fund shall not lapse, and shall be deemed a trust and agency account and made available solely for the purposes and benefits of the industrial hemp program. 

(2)
A fee shall be charged by the Commissioner for each license granted to a grower or handler under Sections 1 to 8 of this Act. The fee amount charged for the first growing season shall be ten dollars ($10) per acre of land under cultivation. After the first growing season, the Commissioner shall recommend a fee amount to the General Assembly for its approval, to be used beginning with the growing season following the first growing season. All fee revenue shall be deposited in the individual hemp program fund established in subsection (1) of this section.

(3)
The Commissioner shall promulgate regulations to establish hemp seed prices to be charged growers under the provisions of Sections 1 to 8 of this Act. All proceeds of seed sales shall be deposited in the industrial hemp program fund established in subsection (1) of this section.
(4)
The industrial hemp program fund shall be used by the Commissioner to defray the cost of implementing Sections 1 to 8 of this Act.
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